NEWELL RUBBERMAID
Joe Galli's Army
Newell Rubbermaid's new recruits are young, energetic, and fighting for shelf space. They are ...
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Even in this era of downsizing, Adam Smith has what it takes to get hired. It's not just his name, synonymous with capitalism, which piques the interest of corporate recruiters. The Doylestown, Pa., native is bright and personable, and he has a year at the London School of Economics and a volunteer stint with AmeriCorps under his belt. In fact, he had three offers upon graduating from Boston College this past spring. So what's he doing these days? Stacking garbage cans six days a week. 

Huh? 

Let us explain. Smith is one of 573 recent college graduates currently employed by Newell Rubbermaid's Phoenix program, which is part guerrilla marketing, part corporate-culture overhaul, part management training, and part crash course in the wild, wild world of retail. During the past year and a half, these Phoenix reps--the ink on their diplomas still damp--have parachuted into Wal-Mart, Home Depot, Lowe's, and other retailers across North America where Newell Rubbermaid products are sold. Once on the ground, they do everything from stocking shelves to demonstrating new stain-resistant plastic food containers to organizing in-store scavenger hunts. 

This army of high-achieving, super-motivated greenhorns has generated, on average, double-digit, year-over-year product sales increases in whatever store they take on. Their war stories recall such feats as ramping up paper-towel-holder sales by 1,000% in just seven days. That's good news for stores, as well as for Newell, and Phoenix efforts have improved the company's once-fraught relationships with its retail customers. Next year Newell Rubbermaid will roughly double its Phoenix investment to about $100 million, hire 600 more reps, and even expand into Europe. (There's already a small platoon in Britain.) 

If all that sounds a bit over the top, then it will come as no surprise to learn who's directing this show--CEO Joe Galli. A former Black & Decker superstar, Galli raised eyebrows when he embarked on a dot-com hopscotch in 1999. He spent a year at Amazon, followed by less than six months as CEO at VerticalNet, before settling down at Newell two years ago. His bossy, impetuous demeanor, perhaps best described as Napoleonic, has made him as many enemies as his boundless energy and charisma have made him friends. In other words, Galli makes quite an impression. And the Phoenix program is the centerpiece of Galli's plan to make his mark at Newell Rubbermaid. Not only does he expect the program to help turn the company around financially, but he also aims to create a legion of loyal employees who espouse his hard-charging, sales-driven culture. In essence, he's building a company of Galli clones. 

There is little doubt that Phoenix has played a role in the nascent turnaround at Newell Rubbermaid. After six consecutive quarters of declining internal sales (those excluding gains from acquisitions), the $7.5-billion-a-year maker of Levolor blinds, Graco car seats, Calphalon cookware, and thousands of other mundane items has posted organic sales increases over the past two quarters. Sales in Newell's eight key retail accounts, which include Wal-Mart, Home Depot, and Lowe's, rose 19% in its most recent quarter and is on track for more growth. The market has taken note: Since September of last year, the company's stock is up more than 40%, while the S&P has sunk 15%. 

Newell's newfound success is not entirely due to Phoenix, of course. Product-manufacturing improvements will save the company $200 million this year, and other fat-trimming measures have slashed an additional $100 million. Newell has beefed up its R&D ranks and will launch 1,000 new products over the next 18 months. A $20 million NASCAR sponsorship and new TV ads (the first in years) have also pumped blood into what had become a moribund franchise. But Galli considers those defensive moves. The Phoenix program represents a leap into the future. Says Galli: "This is the single most important thing we're doing." 

Phoenix was an apt name for Galli's pet project, as Newell was in dire need of reviving. The company had become a supplier non grata among mass retailers, who had grown frustrated with Newell's frequent shipping snafus and its reluctance to make nice. The retail balance of power long ago shifted from manufacturers to big box stores, but the Newell sales force hadn't figured it out yet. Galli recalls his horror when an employee told him that it was a bad idea to visit his retail customers, because "they might ask you for something." 

By the time Galli arrived in January 2001, the situation was indeed dire. Lowe's had summarily removed Rubbermaid storage containers from a Pottsville, Pa., distribution center that served 110 stores and replaced them with plastic products from rival supplier Sterilite. Wal-Mart had pulled $75 million of Rubbermaid home products off its shelves. "This was not a rosy picture," says Galli. In 2000, Newell Rubbermaid's sales at Home Depot and Lowe's combined were down 3%, and sales at Wal-Mart were flat--and this at a time when those retailers were growing at a 15% to 20% clip. 

Galli's first act was to purge upper management, bringing in a slew of his trusted Black & Decker cronies to head key divisions and customer accounts. Some Newell veterans were spared, like Tim Jahnke, whom Galli tapped to be head of HR and his window into the Newell world. Satisfied with the top of the pyramid, Galli began work on the bottom. If bad habits were the problem, Galli reasoned, why not bring in a bunch of folks who had no habits at all? 

Borrowing from a program he had successfully run at Black & Decker, Galli's recruiting team scoured 120 college campuses and hired 451 students, offering them $37,000 a year and a chance to prove themselves. He wasn't looking for Ivy League MBAs. Rather, he sent recruiters to state schools to track down personable jocks and ambitious sorority presidents. Galli, who was a wrestling champion at the University of North Carolina, says he looks for "achievers, and more often than not, that's outside the classroom." 

The Phoenix program is not an easy assignment. After ten days of intensive basic training, the recruits are handed the keys to a logo-emblazoned Chevy Trailblazer and a branded uniform, then sent to the front lines. Most reps are assigned to a specific retailer--Home Depot or Staples, say--with each Phoenician covering about seven or eight stores. It can be lonely traveling from town to town, day after day. And the hours are brutal; reps can spend 20 hours straight in one store. "Some took to it, some struggled," says Jahnke. Just under 15% of all reps hired have been let go. 

Those who stay in Galli's army are constantly improvising retail-marketing tactics to encourage shoppers to walk out of the store with a Tool Tower storage rack or a four-pack of Take-Along plastic sandwich containers. The general himself shows up each quarter to kick some butt, as he did one morning in November. Local Phoenix team leader Jarrod Streng, a chiseled former defensive back for Towson University, picks up Galli at his sprawling farmhouse on a 27-acre estate in Maryland horse country--just down the road from Cal Ripken--and chauffeurs him the 20 miles to the Wal-Mart in Owings Mills. Although they generally work alone, the Phoenix reps occasionally come together for special all-out store assaults, and as Galli pulls up to the storefront, about 15 smiling Phoenicians are lined up and ready for inspection. 

The first person Galli encounters upon entering the store is its manager, Kevin Boyd, who raves about the Phoenicians' ability to stack Sharpie pens in just about every department, from electronics to sporting goods. (This is called cross-merchandising, and the Phoenix reps do it like crazy.) Indeed, it seems you can't reach for a spiral notebook or a frozen dinner without grazing a display of Sharpies or Blue Ice cold packs, another Newell product. Not coincidentally, both products offer Wal-Mart margins of about 50%. No wonder Boyd is pleased. Cooperation from store managers like him is critical to the success of Phoenix--and Newell--because Wal-Mart gives its managers leeway to choose products each store carries. "If we don't win at Wal-Mart," says Galli, "we can't win." Phoenix is currently in 20% of Wal-Mart's 2,800 stores, with plans to blanket the U.S. in the next 18 months. 

"This is dead space!" shrieks Galli as he marches through the Wal-Mart fabrics department. There could be an end-cap--an end of the aisle display--he explains, gesticulating wildly as the Phoenicians dutifully scribble his every utterance onto memo pads. "He really does see things in stores that no one else would," says Jennifer Sheehan, a graduate of St. Joseph's University in Philadelphia. Indeed, the fledgling reps often revert to Joe-speak as they talk about "raising the bar" and "making your passion visible" in their stores. But the program isn't just about parroting the CEO. Galli encourages the Phoenicians to send ideas up the chain of command. Now and again the top reps give presentations to upper management. Not many companies treat 23-year-olds that way, but that's Galli's style: If you deliver results, the sky's the limit. So far, 180 Phoenicians have been promoted to midlevel sales, marketing, and other positions. Some Newell execs worry that they are creating a preferred class of employees whom older employees will resent. Others don't mind: The Phoenix reps, says Rubbermaid Group chief David Klatt, "put the fear of God into other salesmen. I'd be happy if they took some other people's jobs." 

Their platoon-like training and group identification give the Phoenicians a sense of common purpose. They trade merchandising ideas online, and the best are rolled out nationally. One Phoenician designed a three-sided, five-foot-high, wheeled display for tools, accessories, and Sharpies, which boosted sales 250%. It's now set to be featured in almost 600 Lowe's stores. Newell not only reclaimed the Lowe's Pottsville distribution center from Sterilite but also won key promotional space for the back-to-school and post-holiday sales periods. At Home Depot, Newell Rubbermaid has gone from pariah to its supplier of the year in the lawn-and-garden category. Now Marathon saw blades are sold alongside the lumber. Simple? Yes, but devastatingly effective. 

Not every retailer is wild about Phoenix. Target, which guards its shoppers' experience jealously, has chosen not to participate. And despite the success of Phoenix, some analysts wonder if the company is generating enough incremental sales to justify the investment. But even bears like Midwest Research's Eric Bosshard admit that the program "is an asset none of its competitors have." 

That asset, in Galli's mind, is talent. Like other CEOs these days, Galli is closing plants and laying people off. After all, he needs to make Newell profitable. But he also knows that if he ignores the job of molding the next generation of managers, he can't truly succeed

