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Wanted: Successful Leaders With Heart And Purpose

Not Only For Shareholders, But For All

As President of the GSCLG, | am delighted to present this year's
awards edition of the Global Supply Chain Review. This month the
GSC Review showcases the CEO of the Year, who has made the
most significant contributions to the advancement of the supply chain
industry.

In this issue we have also selected a great article on organization
change. Why are these two related and why do we care? Culture
change, be it at a personal level or in this case, at a global level, is
created, changed or maintained by what we choose to hold true. If we
only emphasize in making money, we will get individuals like Madoff
and corporations like Enron, neither of which have any interest in
others, but only in themselves.

When we celebrate business leaders with vision, passion, and care for their customers and employees
we are rewarded with great leaders like PepsiCo's own Indra Nooyi. Such leaders balance the pursuit
of the shareholders' value while ensuring that its customers get great products and employees get their
dues as well.

The difference between those who profess to lead and care and those who do are their actions. If we
recognize responsible actions, we will perpetuate an environment where strong leaders are the norm.
If we don't value notable contributions then those who lead will remain exceptions to the rule. How
many CEQO's can you name who are capable of providing a balance between their obligations to be
profitable and to do well for the community, the country, and the planet?

Being able to take care of your customer, employees, and the planet is not an easy task and leadership
at this level deserves to be highlighted. But | would also give a bit of personal information on this
subject. Leaders like Indra Nooyi demonstrate their sincerity when they go out of their way to ensure
that the recognition does not fall on their shoulders but rather on the shoulders of all the employees
who, day in and day out, are working to develop a great product and a better world for all of us. Such
leaders share the spotlight; they give credit where credit is due.

Recently, we have been hearing corporate malfeasance after corporate malfeasance. Those who have
stolen not just funds, but trust, dominate the headlines. Let's make room for something good to inject
itself into our daily news intake. Let's celebrate this year's CEO of the Year and recognize her
leadership.

If we support and reward leaders who care about their customers, employees, and environment as
much as they do about profit, then all of us win. With this in mind we honor Indra Nooyi of PepsiCo and
look forward to honoring many more like her in the future. Ms. Nooyi deserves this award and we
deserve leaders that drive successful corporations with heart and purpose not only for shareholders,
but for all.

Sergio Retamal
President, GSCLG
Publisher, GSC Review

See our next edition for the Top 25
Supply Chain Executives of the Year!
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CEQO of the Year

INDRA K. NOOYI

Chairman and Chief Executive Officer
PepsiCo

SANTA CLARA, Calif. - July 09, 2009 - The Global Supply Chain Leaders Group (GSCLG) has named
Indra Nooyi, Chairman and Chief Executive Officer of PepsiCo (NYSE: PEP), 2009 CEO of the Year.

The CEO of the Year award is presented to the individual who received the highest aggregate ratings in
leading, developing and maintaining sustainable, responsible business practices in its global
operations.

Ms. Nooyi's key contributions include promoting and supporting socially responsible business
practices, including taking on one of the planet's most pressing problems - climate change. Ms. Nooyi
was also instrumental in the company's efforts to provide a wider portfolio of nutritious foods and
beverages. Her commitment to global citizenship is evidenced by her multi-year growth strategy,
"Performance with Purpose."

"l am honored that PepsiCo has received this recognition from the GSCLG," said Nooyi. "This award is
a testament to the dedication of our 198,000 associates around the world who work tirelessly to grow
our business and act as ethical and responsible citizens of the world."

Ms. Nooyi was named President and CEO of PepsiCo on October 1, 2006, and assumed the role of
Chairman on May 2, 2007. She has directed the company's global strategy for more than a decade and
led PepsiCo's restructuring, including the divestiture of its restaurants into the successful YUM! Brands,
Inc.; the spin-off and public offering of company-owned bottling operations into anchor bottler Pepsi
Bottling Group (PBG); the acquisition of Tropicana and the merger with Quaker Oats that brought the
vital Quaker and Gatorade businesses to PepsiCo.

Prior to becoming CEO, Ms. Nooyi served as President and Chief Financial Officer beginning in 2001,
when she was also named to PepsiCo's Board of Directors. In this position, she was responsible for
PepsiCo's corporate functions, including finance, strategy, business process optimization, corporate
platforms and innovation, procurement, investor relations and information technology.

The CEO of the Year Award recognizes industry leaders who have made extraordinary contributions in

the areas of responsible corporate citizenship, the combat against global warming, involvement in
social causes and creating jobs in America in a globalized economy.

We are pleased to name and to honor Indra K. Nooyi the 2009 CEO of the Year. Congratulations!
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Recognizing Organizational Culture in Managing Change

Structural changes can serve as the initial intervention for shifting culture.

Mark Mallinger, PhD, Don Goodwin, MBA, and Tetsuya O'Hara, MBA

Reprinted by permission from the Graziadio Business Report, Volume 12, Issue 1, 2009
http://gbr.pepperdine.edu/091/culture.html

The dramatic increase in products, markets, enhanced technology, and robust competition has led to a
dynamic global business environment. Companies that have flourished in the 21st century are those
that have learned to respond to turbulence by managing change effectively. Most organizations are
aware of the need for change; however, the challenge lies in implementing strategies that stick. For a
number of reasons, including a lack of understanding of deeper organizational issues or a failure to
recognize the cross-functional implications of change, system-wide change often goes awry.

The purpose of this article is to examine how organizational culture influences the likelihood of success
for change strategies, and to provide tools for the reader to apply within his or her organization.
Evidence suggests that organization members are more inclined to embrace change when the
organization's culture is aligned with the mission and goals of the company. Although senior
management may espouse a set of values that they assume defines the organizational culture, the
reality is that the way members perceive what is rewarded-and what they believe to be the underlying
message-will constitute the "real," in-use culture of how things are accomplished. Therefore, we
suggest that a cultural analysis be undertaken to facilitate the planning and implementation of
organizational change.

Understanding culture can be useful in two ways. First, cultural insight provides awareness of the
extent to which organization members are willing to accept change; and second, a cultural assessment
is likely to determine the root cause of the problems that impede stronger performance.

Measurement of Organizational Culture

By investigating two disparate organizations-a family-owned business and a global manufacturing
company-this article describes ways that management can utilize cultural assessments to increase the
likelihood of success in managing change. The Goodwin Company, an organization specializing in
contract packaging of household and automotive cleaning products, and Patagonia, a global brand
supplying high-quality outdoor clothing and equipment, provide examples of this phenomenon. In both
cases, the instrument used to assess culture was the Integrated Cultural Framework (ICF), which was
adapted by the authors from the work of Hofstede and Kluckhohn and Strodtbeck. The ICF has been
used to analyze culture across a number of companies and industries and stands up to reliability and
validity testing. The dimensions of measurement include:

L Ability to Influence: The extent to which organization members have an opportunity to
influence decision making.

{Q Comfort with Ambiguity: The extent to which members are comfortable with uncertainty and
risk taking.

{ Achievement Orientation: The extent to which members are assertive, goal-directed, and
achievement-oriented.

{ Individualism versus Collectivism: The extent to which individual versus group loyalty exists.
L Egalitarianism: The extent to which equal opportunity exists for advancement.

L Time Orientation: The extent to which the organizational goal/mission is focused on values
from the past, present, or future.

) Space Orientation: The extent to which the physical layout of the organization is public, private,
or a mix of both.
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Structural changes can serve as the initial intervention for shifting culture.
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The 35-item ICF survey was initially used to collect
responses from organization members. Following the
collection of survey data, an extensive number of interviews
were carried out to provide more substantive information
concerning organizational culture.

Goodwin Company

For several years, Goodwin Company, founded in 1922 by Hel Io
Thomas A. Goodwin, manufactured and sold its own line of @
household cleaning products. However, due to the Start the conversation with a whole new crowd.
competitiveness of the retail market, its focus shifted to
contract packaging and distribution in the household,
industrial, and automotive cleaning markets. Only the
original product, Goodwin's Ammonia, maintains the
Goodwin label. Still a family enterprise, Goodwin Company
currently has approximately 300 employees and
manufacturing and distribution facilities in Los Angeles,
California, and Atlanta, Georgia.

In response to concerns about increased labor costs and

stagnant revenues, an organizational culture study was

launched to determine the appropriate change strategy. Forty-three members of the organization,
including managerial and clerical staff, completed the ICF survey and 13 one-on-one interviews were
conducted.

The results revealed the following key findings:

L Ability to Influence: The data indicated that the ability of employees to propose and implement
change in the company was low. The interviews suggested that marginal regard for input had
caused the staff to become discouraged and had reduced motivation for process improvements.

@ Individualism/Collectivism: Although Goodwin Company espoused teamwork as a core value,
feedback from the management teams in California and Georgia indicated a low level of trust
among management, which resulted in a lack of collaboration among the managers.

L Time Orientation: The data showed that employees viewed the company as focused on the
past and present while lacking a strategic plan for the future.

Proposed Structural Changes
Given the results of the study, three recommendations were presented to the management team:

1. Establish a strategic management group that meets weekly to address business challenges,
coordinate travel between facilities, and find common ground to build trust.

2. Give employees, customers, and suppliers a voice and increase their ability to influence policy
and procedures. Initiate an electronic comment box for employees, and implement surveys on
customer service and supplier satisfaction.

3. Establish a company vision and mission statement to encourage a sense of ownership, and
incorporate management teams from Atlanta and Los Angeles to spearhead this effort.
Relocate artifacts, such as company photos from the early years and bottles from the
product lines of the 1930s and 1940s, to both facilities in order to acknowledge the
company's history and longevity and encourage teamwork between members of the two offices.
6
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Outcomes

The establishment of the strategic management team proved to be very beneficial. By having the
management team travel between facilities, the group developed a better understanding of the
challenges at both locations, and they began to build a baseline of trust. The resulting collaborative
effort of the team yielded two new contracts. In addition, Goodwin Company was certified by a major
chemical manufacturer as a top facility in the nation, which resulted in requests for manufacturing
proposals that would not have been possible without improvements in cooperation among regional
managers.

Challenges

Goodwin Company was able to correlate changes that emerged in response to the organizational
culture study; however, not all of the recommendations produced the desired results. For example, the
customer service surveys did not yield the expected outcomes due to a lack of customer response.
Additional customer contact will likely be necessary for future surveys to be effective. And although the
recommendation to create a vision, mission, and values statement was originally well received, the
management team eventually backed off the project, deciding that the company vision should come
from its CEO.

Patagonia

Patagonia's corporate headquarters are located in southern California and the company has overseas
offices in Japan and France. Revenues in 2007 totaled $275 million and the firm currently has 1,300
employees worldwide, with 382 located in the corporate office. In 1966, founder Yvon Chouinard was
dissatisfied with the conventional equipment used in adventure climbing and so he redesigned and
manufactured almost every climbing tool to make each stronger, simpler, more functional, and
environmentally friendly. From that operational base, Chouinard Equipment, which later became
Patagonia, expanded to include outdoor and casual clothing and a line of underwear. The unique
mission and focus of the organization was to make the best products, cause no unnecessary harm,
and rely on the business model to inspire and implement solutions to the environmental crisis.
Chouinard's management principles were captured in a self-published book, Let My People Go Surfing:
The Education of a Reluctant Businessman.

Although the essence of Patagonia's initial philosophy has survived, increased growth and operational
complexity have created challenges for the organization in its quest to remain committed to the
mission. To better understand the underlying issues and develop a strategic direction, an organizational
culture study was initiated. Using the ICF, 27 surveys were completed at the corporate office along with
15 one-on-one interviews with 4 senior managers and 11 mid-level managers from 8 departments.

Key Findings

L Ability to influence: The data showed that organization members felt they had a moderately
high degree of opportunity to influence, but the inclusion of their input also led to a prolonged
decision-making process.

) Comfort with ambiguity: Although the climate seemed to foster innovation and encourage risk
taking, the lack of a systematic feedback process minimized the flow of ideas. In addition, the
dilemma ofattending to what appear to be dichotomous goals-attaining a profitable return while
maintaining acommitment to environmentally safe products-created a challenge.

L Individualism/Collectivism: Patagonia attempted to build community by establishing an on-site
childcare center, comprehensive health insurance, and a family setting. However, the company
employs a large number of unique and creative independent-minded people, and in supporting
innovation, it created a sense of individualism, as well as a limited incentive for teamwork.
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Although Patagonia has been successful, the study indicated that to remain competitive, the
organization needed to address the duality of encouraging individual creativity and promoting a
collaborative work environment, particularly as this duality related to the corporate mission. In addition,
it appeared that information flow and decision-making efficiency needed to be addressed.

Outcomes

The organizational culture study was presented to the Board of Directors, who recognized the need to
enhance productivity by reinforcing the organization's mission and emphasizing the importance of a
collaborative environment. The following structural changes emerged:

1.  The human resources director was appointed to the senior management steering team to assist
in the development of a strategic training initiative. Training courses were developed to provide
skills directed toward facilitating performance management feedback, improving communication
skills, and enhancing negotiation capability in dealing with suppliers.

2. A new employee training manual was created to better educate new hires regarding the
organizational structure and the flow of product lines from development to sales. The purpose
was to build teamwork and collaboration and to emphasize the company's core values related to
quality, integrity, environmentalism, and the desire to not be bound by convention. In addition,
Yvon Chouinard's book was presented to each hire with the hope of inculcating new members to
the principles associated with the organization's mission.

3. All employees are now encouraged to participate in the Patagonia National Park protection
program in Chile and Argentina to reinforce the importance of the mission statement and its
meaning in their work. Employees receive a salary and all related expenses are paid by the
organization during the three-week program.

4. The selection process for hiring new members was reviewed with a focus on measuring
candidates' knowledge and skills, particularly their ability to work in a team.

Challenges

Shifting a culture that has to some extent moved away from the values established by its founder is
always a challenge. A number of Patagonia's high performers have been successful because of their
innovative talents. However, unless these individuals are also able to recognize the importance of
collaboration, in the long term, the organization may not be able to respond in a timely manner to
competitive pressure.

Lessons Learned

The article examined two distinct organizations, a family-owned operation and a global manufacturer,
which utilized a cultural framework to determine underlying organizational issues. In both cases, the
plans of action were system-wide and strategic. Although each company experienced favorable
outcomes, considerable follow-up strategies must still be implemented before significant change is
realized.

Cameron and Quinn claim that organizational improvements are unlikely without culture change as an
initial step in the process. But culture change is illusive, requires lengthy interventions, and, for many
organizations, is either too costly or too time-consuming, making successful transformation
problematic. This study offers another perspective. Although culture change is necessary in creating
and reinforcing organizational transformation, our position is that making necessary structural changes
may serve as the initial intervention for shifting culture. At Patagonia, changes in how new members
are socialized may bring about a commitment to organizational values and encourage a team-oriented
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mindset. The impact of these initiatives is likely to result in norms that reflect organizational objectives.
Goodwin Company's focus on enhancing collaboration, particularly among the management team, may
result in continued dialogue between members, which will hopefully become embedded in their working
relationships. In conclusion, the creation of structural initiatives that incentivize the desired ways of
accomplishing goals may be more effective in responding to inefficiencies than a commitment to
changing culture, which, over time, may naturally occur as shifts in behavior emerge.

About the Authors:

Mark Mallinger, PhD, is Associate Dean for full-time programs at the Graziadio School of Business
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Global Supply Chain Leaders Group

The Global Supply Chain Leaders Group
Mission:

The mission of the Global Supply Chain Leaders Group ("GSCLG") is to be the premier resource
for senior level supply chain leaders who have extensive overall experience in business,
particularly in the supply chain industry.

Who We Are:

GSCLG is an association of senior Supply Chain executives, magazine editors, selected
consultants, and other Supply Chain thought leaders built on the foundation of local chapters, who
come together to share and enhance their rich intellectual capital for the benefit of its members
and their organizations.

Inside GSCLG:

Strategic direction for the organization is provided by GSCLG's elected Executive Board.
GSCLG's standing committees are key to developing initiatives that fulfill the strategic goals of the
association. Supporting the organization and fulfilling day-to-day management responsibility is
GSCLG's leaders staff.

Join GSCLG:

Our membership includes CEOs, senior Supply Chain executives, prominent academicians,
consultants, and other Supply Chain leaders. Learn more about GSCLG and what it can do for
you clicking the link below.

www.gsclg.com

CALL FOR WHITE PAPERS The GSCLG offers not only

networking opportunities, but
educational ones too. For a sample of
the recent sold-out import / export
edition of the GSC Review? compliance webinar series, click here:

Interested in having one of your white
papers published in an upcoming

Submit your white paper to http://gsclg.com/eCollege.htm

whitepapers@gsclg.com

Thank you!
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