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Need for Change

Despite Home Depot’s astounding success, Marcus and Blank stated that further growth would
require new ways of thinking and doing. The founders pointed ¢

out the need to apply new
technologies, build efficiencies and reallocate resources, while sti]] ljsteni.ng and responding to

customers.>* To bring more operational discipline to the company, the founders recruited Robert
Nardelli from GE.

The Nardelli Era

In his first week as CEO Nardelli asked how to emai] all 1
possible.5> The Atlanta headquarters generally communicate,
the company employed 227,000 associates, yet had no head Human Resources officer.5” Despite its
rapid growth and innovative store format, Nardelli said the company had been “in start-up mode for
20 years,”8 and that the company’s decisions were generally “based on emotion rather than data.”5?
The retailer was years behind other retailers like Wal-Mart in technology. For exam ple, bills and
invoices were largely processed by hand® and for those items that did not have barcodes, employees
had to manually go to a book to look up the code. There was no general counsel, no chief marketing

function, and no CFO, Nardelli quipped, “Call me old-fashioned, but I kind of like the CFO reporting
to the chairman,”6!
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To respond to falling sales, rising costs and stiffening competition, Nardell; devised a three-part
strategy: extending the business into new lines; expanding the market both geographically and with
new types of customers; and making existing operations more sound and profitable,62

In 2001, Home Depot began providing “specialized products and services to smaller professional
customers” and announced the intention of growing the professional business, 63 By 2003, Nardelli
had expanded its wholesale business, Home Depot Supply, which Provided products and services to
a wide range of professionals including real estate developers, plumbers, electricians, construction
crews and industrial contractors rather than to the ordinary do-it-yourselfer.® HD Supply grew
largely through acquisitions,® and was a $12 billion business by 2006.% Nardelli also expanded
Home Depot’s market by announcing steps to move into other countries. Previous leadership had
already taken the company into Canada, and Nardell; brought it to Mexico. In 2001, 2002, and 2004,
Home Depot bought three Separate home improvement chains based there. “We went from zero to
number one in Mexico,” said Nardelli.®” To him, international expansion and diversification into the
wholesale business were strategic responses to the declining U.S, housing market.68

Nardelli referred to the central strategy of improving existing operations as “enhancing the
core.” Several initiatives fit under this banner, including major changes to fundamental retajl
functions such as merchandising, vendor Management, and store operations. In keeping with this
focus, Home Depot prominently displayed the new slogan “Improve Everything We Touch.”70

Changes Introduced in Merchardiciveo




