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Case Objectives and Use

This classic case study demonstrates the rise and fall of one of America’s largest retailers.  It focuses on the importance of strategic business decisions by top management, particularly in marketing and operations, and the long term ill effects these decisions can have on a company, if its external environment is not continuously monitored, its strategy revised, and strategic control is not exercised.  Students should be able to identify corporate problem areas, as well as its strengths, and learn from past corporate mistakes.  Students are encouraged to create recommendations for alternative actions that, if put in place, would have deterred the collapse of the company.  The case study and instructor’s manual is intended primarily for undergraduate and graduate courses in Strategic Management.  It may also be useful in Marketing Management, Retail Management, and Human Resource Management courses.

Case Synopsis

Beginning as the nation’s first dry-goods, mail-order catalog business in 1872, Montgomery Ward exercised a strong presence in the United States in the early 20th century.  It opened its first retail outlet store in 1926 and remained competitive until 1950 when it was slow to respond to the general movement of the American middle-class to the suburbs.  The company’s main rivals, Sears and J.C. Penney, both moved more outlets into the growing number of suburban shopping malls, while Montgomery Ward remained wedded to its catalog business and small outlet stores concentrated in urban areas. Mobil Oil, seeking to diversify its assets acquired Ward in the mid- 1970s. Montgomery Ward closed its catalog business in 1985 and began to focus on brick and mortar stores.  However, discount retailers such as Target, Wal-Mart, and K-Mart had seized an insurmountable lead in the mid-1980s and 1990s.  Mobil found that petroleum and retailing wasn’t a good fit despite making large loans and suffering huge losses.  Montgomery Ward was spun off in a $3.8 million leveraged buyout in 1988.  Ward filed for Chapter 11 bankruptcy in mid-1997 and suffered over $2.6 billion in losses between 1996 and 1998. However, this was not its death knell.  The company emerged from bankruptcy court protection in August 1999 as a wholly owned subsidiary of GE Capital.  Ward’s reorganization strategies included closing its poorest stores, renovating its better performing stores, updating advertising campaigns, and devised a new company slogan to lure customers back to its stores.  This valiant effort was unsuccessful and Montgomery Ward announced it was going out of business on December 28, 2000.  The subsequent liquidation was the largest retail liquidation in U.S. history.

The authors developed the case for class discussion rather than to illustrate either effective or ineffective handling of the situation.  The case, instructor’s manual, and synopsis were anonymously peer reviewed and accepted by the North American Case Research Association (NACRA) for its annual meeting, October 27-29, 2005, North Falmouth, MA.  All rights are reserved to the authors and NACRA. (2005 by Jenni L.Glick and John J.Vitton. Contact person:  John J. Vitton, Management Department, Box 8377, University of North Dakota, Grand Forks, North Dakota 58202. 701- 777-3229/3631, john_vitton@und.nodak.edu 
