A B VA " hole Foods Market is the |QFgES| Muer of Its inventory was ruined and
| 'l ;

its equipment wos damaged. The fotal

A / .
) J!r /' nalural food refailer in the world b:;es;erenppmm}:nﬂew $400,000,
\VAY : and the company had no insurance.
\"3 ! with more than 360 sfores and Interasfingly, customers and neighbors

approximately $12 billion in annual sales.

helpad the staff of the store to repair
and clean up the damage. Creditors,

With operations located primarily in the United ~ vencors, and investors all pariered

fo help the store reapen only 28 days

States and also in Canada and the United ofter he flood. With thelr assistance,

Whole Foods survived this devastating

Kingdom, Whole Foods sells natural and organic gl dsaster

food products that include produce, meat, poultry,

Whole Foods started to expand
in 1984 when it opened its first store

seafood, grocery products, baked and prepared  atside of Austin. The new dore was

locoled in Houskon, followed by

goods, many drinks such as beer and wine, atcthariban Dk chome n Koy

cheese, floral products, and pet products. The

Orleans. It clso began aequiring other
companies that sokd natural foods,

origin of the company dates to 1978 when John ~ ¥ich helped o increase s expansion

into 1ew areas of the United States. In

MGC'(E}’ Cmd hlS gir”riend USEd $45:000 in 2007, it expanded into infernational

markets by opening its firs Whole

borrowed funds fo start a small natural food store  feods branded stoe in- London

then named ScferWay. The store was located

England. {In 2004, it acquired o small
natual foods company in the Uniled

in Austin, Texcs. John and his girlfriend lived in ~ Kingdom, Fiedh & Wi, but dd ol

the space over the store (without a shower]

because they were "kicked out” of their
apartment for storing food producs in it. WH LE

I 1980, Mackey developed @
partership with Craig Weller and
Mark Skiles, merging SaferWo
with Weller's and Skiles's Clarksville
Natural Grocer to create the Whole
Foods Market. Iis first store opened in
1980 with 12,500 square feet and

19 employees. This was a
very large heclth food store
y relative to ohers af that
fime. There was a devasta @

ing flood in Austin within
year of its opening and the M A R
store was heavily damaged.

Ll:b-go property of Whole Foods Markel




usetha Whhele Food s brand unil oped-
ing iy naw siore in london) B ol
ocguired one of i major US. com-
petiton, Wild Oats, in 2007, And,
it i currenty planning on expanding
its fectprint in Canoda lram 9 stores
fall in Brtish Columbia) o 49 siores
mawing inks other Conadian merkat
such ay Monteal, I now hay approd.
mesely &7 000 employess with abou
7 percanl growth in the amplowe
b aannuclty, Thus, Wheds Foods has
bacome o majer buviness efanprine
and the mast secssshl natural and
erganie food mialar in the werld,

MANAGING HUMAN CAFTAL
Whele Foods Maorkel hay done o

mumbar ol things right,  theseby
achieving  connderable  scces,

Yal, dmay balave thal onsé
of the hnnhi-g i has done is b
implemant an eflecive people-man-

agemen! yyikam, Eoch Whels Foods
sore smploys approsimalely 40 &
ay many as 650 aseciales. All of
the associdles ame ciganized ko
swlldiected woms, anecidles am
reterred b as leam members, Each of
the beams 13 respona bl fos o spacilic
product o sevice aiea [ag., pe
pared loods, mealy and peuiry, cus-
tomar servioe) . Team mambers rapon
o o keam leades, whe then weorks
with slore manogamen), rebered
io s dore Wam leaders, The team
membary are a oifically imporan
part ol the Whals Foods speration,
Individuals are m-dul-,.- sbactad
and Wained & be highly keowled
abla in thai pradid amas, o olar
kisndly sarvice, and 1o make criical
decislons relaled to the lypes and
quality of product ollered so the
lie. Thus, they operate much dif-
ally than mea! “employess” in
rdal grocery oullsls, These team
membais work with their leam lesder
ko make a numbser of joind deciskons
with regard to iheir specille oea,
ond they contibule do sore level
dieiiony o well, Same by
o1 have refeved o his approach

o “workploss demacracy” In faz,
many of e wam membes o
araded 1o Whels Foods becouwse
of the discretion they have in mak-
ing decinion regarding produd lines
and sa on, O course, there ane ofhe
affachions sichas the compensation,
For axomple, the company's stod
epfion program nvelves employees
ol el s n, I Jesed, D psreant o tha
stock opfion offered by the company
have baan prasamed to nansssdutive
members, inchding fronMline 1eam
mambers, The company pays comped-
Hive wige and pays 100 paseant of
the health insurance premum ke ol
asteciates working of least 30 heurs
por woeak, which inchides BY percant
ol s woddorce. Allhough the snnual
daductible is high [$2,500), each
osecide racatves a grant of up ko
1,600 anmually in o Personal Wik
s Aecount b be used lor health
core oukclpockel cods. Al of the
banalit options are voted on by the
auociaes in the company, Cument
progroms incude aptiens fer dental,
wisien, disabllty, and lile inswance
in addition to the il medical cover
age ko [ulldime aisee jales,

Whole Foods fofiows o deme
crafle modsl in the salectian of new
auociotes. For momple, potential
new Seam members can apphy lor any
ane of the 13 wmams thal eparate in
masd Whole Foods Markets, Cument
tsam memben pariicipale in the inler
wiew process and acually vole on
whather io oller o job io prospaciive
eoleues, A candidatle s genarally
given alouswesk ol paricd o datar.
ming whather he or she han potential,
Al the and of thal bl peried, team
manmbers vole on whether lo ofler o
pemanen jab ko the candidae. The
condidale mus! receive a hwiothinds
mafority posiive vole from the uni
fem membars in crder bo be hited,

Teams afss recetve bonuies
they parlorm  exceptionaly  well.
They set goots relative 1o prior peror
mange and must achieve those goals
b aMain a bonu, Exceptionally

high-pederming leams may eam
up lo 52 an hour mone than fheir
cuiten wage base,

The lop manogenant of Wheole
Foods beboves that the bey philos-
cphy i o bulld a shaed daniity
with ol leam mambarn, They do w
by involving them in decisions and
ence wraging their paricipation of ol
berveds in thee business, They empewer
employees lo make dacisions and
even aiow them fo podicipate in
the deciion regarding the banali
opfions, as noled above, AN 1sam
mambers have accasn o kil inkema-
fon on the company. B |5 relered
to ai ‘Whals Foods' spanbesk
pedicy. bn this openbeck policy, 1eam
membars have aeesss do the flim's
financial reconds, which inchide
compenadion  nleemation be all
o kales and aven the lop manage-
ment am and the CEQ), Therelore,
the firm operoles with bl vanspar-
wcy regarding s associabes, This
approach  smphasizes the com-
pany's core vahues of collabaration
and decentralization. The company
aftrach prople who share those core
wabuas and iles b reword a highly
engaged and productive workknes,

The company alsa limits e pery
of top mxeculives to no more than
19 fimes the loveesd paid associabe in
the fiem, Whike this ameunt has baen
inereased over lime in cndes o main-
fain  compafitive companiafion for
managers, it is sl well below indus-
Iy everoges b lop manogemen
wam membars, And, John Maockay,
the lormer CEQ and new eoilEQ,
oty recaves &1 annually in salary
and ne stock opdians,

The cukomes ol this unigue
system lor manoging human capial
have baen imprenive, For exampls,
Whale Foods' voluntary hurnewer is
much lowar thon the indusiry aver
age. The induiky average is almes
0 pecent amually, bul Whala
Foods' daota show that 4 hay a vl
unbary furnever rede of enly 7 per
cani |m 20121, In addition, Whaole
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Foods has been ranked i the sop
100 best companies o work for
by Forlune magazine every year
sins the Incephion of the ranking in
1998

n addition 1a it flet crgan Leetion
druchire few kayers of manogement
befwean anocioles and lop man
ars) and decantralized daivion
ing g, selection of new awoch
akey], the company behaves thal sach
emphoyee shoukd bel o skake in the
weeess of e company, b fact, this
s communicated in s "Decboetion
o Interdapandance. " The Dacloation
of Intercdap endence suggeds fhet the
company has eight core vabes, Thay
are sl in Tobbe 1.

The company cffempds b mppod
team mamber excelance and hap-
piness Shrough il empowering work
eavionment in which feam members
work dogether Yo cracle the resulls.
In such an emviconmeni, they try ko
creale o molivaed werk team el
achuves the highed posiible pradu:-
fivity, There |s on empheols on indi-
viduals teking responsibillly ko thei
sucoass ond failure and seaing both
13 ﬂpputl:;ie; fow paronal and
erganizationa growth,

The company develops sell.
direcied werk lmams and glves hem
signflcant decisien-making auhor
ity Jo resclve problems and build a
daparimen! and pradudt lins ks sel
isly and delight the customers, The
campany believes in providing open
and limely informatian and in being
highly vamparent in ol of it opera-
fions, B olio focuses on ochieving
progress by continugudy allowing
aseckky b opply her collective
craativity and insallachual copahill-
tes b0 build o highly competitive
and successhl argantzation. Finally,
tha company emphasizer o shored
lete ameng all deksholdes. This is
why there are no special privileges
ghen lo anyone, nol even fo jop
managers. B 1y asumed thel evary.
body works logether 1o achleve

e

l]—_ .

| TABLE 1 thr Fuud; Duhmimndirterdmmdmu
[Eight Core Values]

Selling the highestqualiy nakiral and erganic products ovallabls,
ighting and nowrishing customers,

Suppoting leom member excelance and happiness.

Crealing wealh through profils and growh,

Serving and supporting beeal and global communities.

Practicing and odvancing em ranmental stewandship,

Crealing ongging win-win partnerships with suppliers,

Promaling the health of skakeholders fhrough healthy eating

Sattshying, d

o Bl e

) achication,
iLE

SOCIAL AND COMMUNTY
RESPOMSIBILTIES

Whele Foods Market ckes pride (n
being & mesponsible member of it
community and ol seciely, For axam
ple, I amphasizes the imporance of
ndamable agicuis, b particu
o, the firm iries do suppon crganic
barmers, growens, ond e emviron
menl by o commimend ko using s
lainoble agricubure and expanding
the market lor orgonie product. In
this regard, the Whele Foods Mar
ket lounched a program bo loan
approimeately $10 million annually
ko help Independant local praduc
ey around the country ¥ expand. i
hedds ssainon and Seaches produc-
w1 how fo move thair products anlo
grocery shabves and how ko command
ond receive pramium prices for thei
products. Thase seminar and related
odivilies have been quite populr,
Owarall, the Whole Food: Markel
doas business with mose than 2,400
indapendent growers,

Whele Foods Markei abe sup.
porty i bocal communities in ofher
wamys, Fer eﬁ{l‘l‘lﬂ&, the oompany
prometes active invahaman in kel
commaniies by giving @ minimum of
5 peicent of s prolity ench yeor 1o
a varisy of community and nenprad
ongan izafions. Thee aclions encoun
oge philanthropy and cukreach in the
commun e thet Wheole Foods sarves,

"i'n'lmlt Fmd: hh'hl alicr brias

praciices,  The  compa
sizes the impodance jmydﬂg
and feusing products and miuﬁng
wade wheres posiible,  Furthes
more, Whole Foods was the firg
redailer ko build o wpermarkel thal
mel gnviconmenial standords of the
leadership in Energy and Emviran-
manial Dasign Graan Building Reting
ﬁulun IIEED:I b ofsats ICICI parcen
y use with wind credis.
Finaly, Whole Foods announced o
new infliatve o lew years ogo to cre-
e an animal compasiion skandard
that amphasizes the lirm's balial in
the neach of animals, The company
devaloped siandards b sach of e
specios thet ore wad lor loods and
sold through thel supermarkely |con-
oarn lor human veatment and animal
wallare], In 2012, the company pre-
duced B fird Gresn Mission Repodt
that reports on all of s areas rekoted
ko mavisanmanial siylainability,
Whete Foodi launched a pro-
gram ko encouroge higher wages and
prices paid to farmers bn poor eouns
ties, while simulanecushy prometing
environmentally sale proctices.
lodt, the company donates a porien
of B procesds o 1 Whale Planat
Foundation, which in lun pravidas
microhoans o ennapranews in devel
axping counines,
Finoly, Whele Foods hos
become a champion lor healthy sol-
g 10 engoages In healhy eating

mrhimetinn s mraieds s et
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cifi zens and communilies. 11 providas
recipes for praparing healthy meals.

Mery few, il any majer compe
refiens, induding compeling super-
markal chaing, have astablished pro-
grams fhat rival these of the Whals
Feeds Markel o masd socikal and cam-
frufiity raspen s bililies,

SOME BLIMAPS |M THE ROAD

Whibe the Whole Foeds Mearkel has
been a highly succsnhl company, #
sill has experienced some problams
along the way., Obviously, # heas
produsced a concepl thal has baan
imiated by ether natural feods com-
panies and a number of competing
suparmarkets as well Yel, in gen-
wrl, Whole Foods has besn able
o mainkain s compefiive advan-
fage and marked kadership, partly
by being the first ko the market and
pardy becouse of i praciices, which
confinue fo generdle a drang repua-
fion and & posifive company image.
Yei, @ number of firms hove devel
aped compelng product and ane
making headway in sefing organic
boods, inchiding some regular karge
suparmarke! chains, For  examgple,
prouls Farmers Marked has gamered
a large number of customers with its
sales of natural and crganie foods.
Maper supermarke] reladens such o
kroger howe expanded the numbss
and type of crganic loods sold. Even
Wallad oflers arganic foods in its
grocery aperdlions. In order lo main-
fain ity beadership and fo confinue ks
command & premum price, Whebs
Focads Markal has been confinusushy
differentiating its produch and buid-
ing its image s ol people will buy
kom # rather than kom compstians.
‘Whols Foeds confinues io sxpand the
mumber of ity sores and move ink
new markets, B ha recently bagun
i expand inke smaller cifies such as
Baise, ldohe |popubation s 212,000)
and Lincoln, Mebraska |pepulation is
240,000), with suscess. Previeudy,
only loceted dores in lkarge mevepeli-

Domain store i which i offers dining
expediances such as cyser bars and
Tenaas barbecue along with redal gre-
caries, And, Whole Foods recently
markal lesied a *dick and colled”
program  whersby  consumess ean
erder onganic looads enline and pick
up the order of the nearest Whels
Feads radaril dore.

The tbp management of the
Whale Foods Markel has been
drongly opposed o unionizfion.
The baliel & thal the company
pays workens wel and ireaks tham
with dignity and respeci and thal a
unien i fkely lo interdere in it rela
fionships with asseciales. Mockey,
the CED of the company, suggests
that it s a campaign o “love fhe
worker, nof a wnion.” Yei, the firs
union by Whole Foods wis woted
i af s Modisan, Wiscansin, dose.
Herwvar, the Whels Foeds Merket
exmcufives have been able to fend
off union eflorts of other sbones,
inchuding o campaign  launched
that fhe company d 1o a
“unien awaneness baining,” Sl @
may experence problems wih ik
planned expansion inke  Monkedl
where unions are espacialy skang,

Several years ago Mockey was
erificized bor and investigated by the
ecuriies and Exchangs Commis-
sion |SEC) kor posting on a Yahaoo!
financial messoge board aneny-
mows online crifiques of competilons
and sellcengranlating slalements
aboul the ‘Whole Foods Marke,
These comments were mode using
a preudonym 3o no one knew that
he wen the CED of Whele Food.
This adion was strongly orificized
by analyss and others, and several
uastionad the athics of his adions.
The Whaole Foods' Board investi-

the octions and reafirmed i
supped ke Mackey. I addition, the
SEC conchuided thet no enfercament
odion would be token against the
company of the CED. Mackey has
nof engaged i such aclions since

FiRM PERFOR MANCE
AND THE RUTURE
Whele Foods Market has perlarmed
wall cver fhe past syl ymars, sus-
taining significant growth in sabes and
prfits. Bs stock price has also gener.
ally padommed well, However, during
fhe pariod 2005-2008, same analyst
argued that the siock was evervalued,
parily becouss they did ned believe
fhat ‘Whole Feods' grwdh rale and
turns could be sisained, Undoubt
edly, mainiaining it growth note wil
be difficl as the compaliion in i
natuial and ceganic loods continues
bo grew. B ward a speeial concedm dur-
ingy fhe recent aconomic recession. Yat,
Whale Foods' businass medsl saams
bo be dirong evan with the challanging
ecancanic environmeant, The company
it highly profiisbl and continues to
cuiparderm it dirsci compation. And
the wolue of it stock has incremsed
comsiderably with o reum of 1,075
prarcant over it most recsnl five years
ending with fiscal 201 3. Shareholders
enjoved a 2 for 1 sock split in 2013,
The firm hes besn cembating cam-
peticn with s new approoches and
dores and recently offering discounts
en it products, The sxpansion of sores
§o nevw communities has been succass-
bl s weell, hurfing esoblished super-
exked compaiions such as Alberixona
in i own bodkyard Boise, kaha),
Chearky, Whls Foods Markel has been
avary posifve fore in dealing with s
asockies ficugh s highly unique
means of managing human capial. b
aatses hoas built @ sbong posifive repua
fion and diflrentiated it products in
the mpas o consumars, Yai, thers e
some challenges with which the firm
mus geal, such as growing compeli-
fion and potential union ization. Whiks
the future likely remains beight, further
envethucrtion will be neaded ko delermine
whether thare will be confinued growdh
and postive retums ke o sobeholdars
of the Whaole Foods Marked,

Source; Whale Foods Markes bogo wsed
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How eould Whels Foods' demesratic medsl of sdaction
e with the development o continuancs of o dvene
workborea? What sheuld 8 do to prevent difficubiies?

Chopler 3

2.

How do you think thal globali pation will allect Whols
Foodi over tima® Maase axplain svaral ways # conkd
affecithe company opeafions.

In what ways con naficnal cullue alfect the manage-
ment of human capial? Will Whole Foods have &
odapl it demecrnalic opprooc to aslscling new eam




members or the benefis il providas
fo its msockes as il expands
further inte intemational markets?

Chaper 4

1. Te what exdent do you think thal
bining and associale beaning
wiold e meve impodian for Whols
Foods than for cther grosry sores?

2. What type of paroeplual problams
on the pard of asociokes and the
public may have resubed fram the
scandal regarding John Mockey's
bloy achivlia?

Chapler 5

1. Grven the noture of Whas Foads'
jebs aancd the wery in which asocials
are smbclad, whal lype of parscnal
ity Wails are impadant ke Whals
Feods' comsensiates bo prasass ¢

2. Compared o the induslry averags,
Whale Foods hay a kow tuffover
rate and i considenty ranked as
a greal place ko werk, Why do
you dhink Whals Feods’ assecicles
are 3o satsfied and commilad o
the onganizaficn?

Chapler &

1. Are Wheds Foods' leam members
likaly 1o axparience problems with
precedural and/er distibutive jus-
tiea? Expkain.

2. Which of the major motivational
prachicas  ane  emphasized by
Whole Foods in s managemenisys-
tem? For axample, do they induda
meaninghul mwards, tying rewards
to pardormance, designing enriched
jobs, providing leedbock, o charily-
ingj expedations and goals?

Chepller 7

1. Basad on the demeand-contned and
allet-soward  medals of skeus,
cre Wheds Foodds' leam members
likely b axparionce o greal denl of
sbraa st Wihad aboul its exscutives?

2. Dom Whole Foods need a wel
ness programe Wy of why noft

Chagler 8

1, Is John Modkey a ranslameational
leades® Whey oo why nofd

2. Besed on confingency theories of
leadership, whal appreach fe lead-
arship sheald be used by Whele
Fioesds' feam baadans? Whyd

Chapler §

1. Whale Foods’ epenbock policy
allow all aisecides ba have hl
actess o al nbrmation abeat
fhe company and s execufivas,
Weald this degree of apan com-
munication work as well in othet
companies? Why o why neff
Whal impad do you think this
degres of kansparency has an the
affudes and behavier ol Whels
Fewds' cpsencunt s ®

2. Whet athical ssuss artie kom John
Madey's use of a psaudonym lo
ped opinins, nkematicn, and
crifiguad on blog sikes?

Chaples 10

1. What decision stybes doss [ohn
Moackey appear o wel Do hese
fit his situstion?

2 Which graup  decision-making
pitlalls appear most lkely within
Whole Foods' teams, and which
decisionmaking lechniques would
you recommand do counbe fhose

pitkalls?

Chapter 11

1. What policies ond precedunes
doss Whele Foods enod thal
allow it 1o develon successhul asse-
ciale lsamse

2. Whal impod da you think thal the
proces of alowing leam membars
fo wole on hining new members has
on the dynamics and pedemance
of the Whels Foods teams?

Chapler 12

1. Whals Feods' “Declaation of
Inferdapendance” sales fhat v
of the company’s come values are
“ereafing wealh through prefit
and grewth” and "caring abou
our communiies and the emviron-
menl.” CHien, these two vabues are
in comflict for many companias,
Hew doss Whele Foods resabe
this conflict?

2. ‘Whelbs Foods has been opposed
fo the wienization of its asos-
ales, However, aiseckdes n a
Moadisen, Wisconsin, slone volad
fo bacome unicnized, YWhat type
ol conflicts or power struggles may
have coused this ko cocw®

Chopler 13

1. Andlyse the sffects of the dermor
crafic approach ko skode opena-
fions and hiring new asociales on
shore parkemance,

2. Wha doss the fronsparency abou
company financial data and asse
cidle and managers’ compansa-
fion communicale aboul VWhols
Foods' culture? How doss fhe Dac-
laration of Ilerdependence raflact
aspacts of Whels Foods” cubure?

Chapler 14

1. Analyze how Whols Foods has
managed change ewver the years
since i sharfed.

2. Whole Foods new foces a signifi-
eant amourd of compatifion. Hew
shoubd # respend do the chan
in fhe compeatifive bandscape of il
inchustry? Whet hubure challenges
do you envision ko Whele Foods'
markeid
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