The Mens’s Wearhouse:

Success in a Declining Industry
Men’s Wearhouse (MWH) is an off-price retailer of men’s tailored business clothing. It has expanded since its first stores in the early 80’s to 345 stores at the end of 1996, in at least 28 states. Its prices are typically 20-30% below department store prices. From 1991 to 1996, its annual compounded growth rate was about 30% in sales, and over 38% in net earnings. It’s market value is about 500 millions. Its goal is to have 20-25% of the men’s clothing market in another decade or so.

MWH’s success has been attained in a difficult industry environment, where there’s a trend toward consolidation and bankruptcy of competitors. The stagnant and competitive industry means that expanding the business can be created at the expense of other competitors. 

George Zimmer (CEO of MWH) grew up in the mid-sixties to early seventies, involved in the anti-war movement (the peace and love type of guy). He is very charismatic, and travels frequently to the stores. He has a lot of contact with all the employees, trying to be a couch. His philosophy is based on maximizing the value of human potential, finding ways to share the wealth created with employees in a win-win-win (for employees, shareholders and consumers). He believes his customers are both the clients of his stores and the people he works with. He also places a great importance to operations at the store (not only marketing).

Zimmer claims that mentoring (a more informal way of training) has been the key to success for the company. He wants to have employees with a real – and not faked – service attitude. He and the management make employees feel good so the employees can transmit that good feelings to clients.

Zimmer considers 5 stakeholder categories (in order of most to least important): Employees, customers, suppliers, communities, and shareholders. With this hierarchy framework, he believes long term value is maximized, so having shareholders at the bottom is really a way to maximize their welfare. 

At MWH, salespeople are called “wardrobe consultants”. These consultants play great attention to customer satisfaction, showing a positive attitude at any moment. They are compensated with a fix wage per hour ($5), plus a 3% commission on sales below $500, and a 7% commission on sales above $500. Most of them make between $25,000 and $30,000 per year (compared with $18,000 that someone can make as assistant manager at a small store in a mall).

Consultants are given incentives to promote growth of others consultants, instead of promoting sales stealing.

Other positions include: 

· Sales associates (cashiers at traditional stores). Make about 12k-14k a year, generally work part time, and this is the only category with high turnover.

· Store Managers. Also have a fix wage, plus a commission on their own sales and those of the store. They receive the opportunity to move up the corporate ladder, to district manager and then regional manager. 

· Senior management. All of them have stock. Compensation at this level is modest considering the success of MWH.

Regarding training, there’re no outside management courses. Most of the training is directed to sales activities. It takes place in a cascading fashion, where a major part of someone’s responsibilities is to couch those below them in the organization chart. They have a number of formal meetings throughout the year, combining training, spiritual renewal, parties, sports, drinking and dancing (and who knows what else, jeje). Top managers participate actively on these programs as mentors.

They also have a “Suits University”, where wardrobe consultants attend 4 days to get sales training and to socialize, learning the company’s vision and values, couching them to be a better salesman and a better person. They are encouraged to maintain a nice work environment and look for customer satisfaction. The transformation process goes from clerk to sales consultant, to ultimately become an artist as a salesperson, selling with your soul (in their words, not mine). They are encouraged not to stereotype customers, but to treat them equally well, even if them seem to be there just to waste your time.

Management is referred as a “employee servant leadership”, in which they have three basic principles: 1) Maximize individual’s self-esteem (good couching and constructive criticism… “the single best way to feel good about yourself is to do a better job”), 2) Listen carefully and demonstrate understanding, and 3) Ask for help in solving problems.

Hiring is centralized at regional level. Interviewers are trained to look for basic personality and skills rather than experience or resumes. Firing is centralized at headquarters, and they may fire you if you are not mentoring others well even if you are a successful salesperson. Zimmer has hired many relatives and friends, and nepotism is not discouraged. Promotion is almost totally from within.

At MWH they issue a monthly newsletter with tips on doing better sales and stories about outstanding achievements. There also a bi-monthly video with training information in an inspirational way. Employees are encouraged to socialize, they have teams in many sports, and have season passes for every spot.

Regarding its success, MWH’s CEO (Zimmer) wonders how to sustain the successful results they’ve had, trying to distinguish the things that work out from those that may be potential problems. They need to reinforce their strengths and correct weaknesses in order to continue with their success in this hard environment.

