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12.5: Changing for Good: The Case of Hanna Andersson Corporation

Born from a desire to bring quality European-style children’s clothing to the United States, Hanna Andersson Corporation has sold
colorful clothing and accessories since 1983. Husband and wife cofounders, Tom and Gun (pronounced “goon”) Denhart, started
the Portland, Oregon-based company by distributing imported Swedish clothing from their home. Named for Gun’s Swedish
grandmother, the company now boasts over $100 million in annual sales and employs over 500 people. Growing from an exclusive
mail-order catalog business in the early 1980s, today Hanna Andersson also distributes products online, in 29 retail stores
nationwide, and through select specialty retailers.
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Figure 12.5.1: Bandita — Day 150...folding — CC BY-SA 2.0.

Over the years, Hanna Andersson has shown that it deeply values its employees. The company provides supplemental child-care
reimbursement to all employees—even part-time sales associates. Additional employee benefits include part-time and flexible work
hours, considerable paid time off, and 8 hours per year of paid time for employees to volunteer in the community. More important,
though, employees feel like they are part of the Hanna Andersson family. In fact, in the beginning many of the employees were
friends and family members of the Denharts.

The considerable growth and development the business experienced did not come without its challenges and necessary
organizational change. In the 1990s and early 2000s, increased competition from other retailers and the introduction of online
commerce posed some challenges for Hanna Andersson. The Denharts found themselves without a solid growth plan for the future.
They worried that they might have lost sight of market forces. Change was necessary if Hanna Andersson was to remain viable.

Realizing the need for help and direction, the Denharts promoted from within the company to help initiate change and strategic
growth, and in 1995, Phil Iosca took the strategic lead as CEO. Hanna Andersson was then sold to a private equity firm in 2001 and
has since changed ownership several times, leading to a new business direction for the company. After selling the business, Gun
remained on the Hanna board of directors until 2007. She also served as chair of the Hanna Andersson Children’s Foundation from
2001 to 2006. She still partners with the company from time to time on charitable events in the community.

Under losca’s steady leadership, the company opened several retail stores throughout the country in 2002 and established online
commerce. In 2009, Hanna Andersson began distributing merchandise wholesale through retail partners such as Nordstrom and
Costco. The implementation of each of these new distribution avenues required a great deal of change within the company. HR
Vice President Gretchen Peterson explains, “The growth of the retail business required the greatest shift in our internal processes
from both technical systems, to inventory planning and buying to distribution processes to our organizational communication and
HR processes (recruitment, compensation, etc.), as well as our marketing communication programs.” Tenured employees
throughout the company found themselves in unfamiliar territory, unsure of the company’s future as the board and owners debated
the risks and rewards of retail expansion. Fortunately, the changes were mostly offset by a consistent leadership team. Petersen,
who has been with the company since 1994, explains, “From 1995 to 2010, we retained the same CEO (Iosca) and therefore, the
face of the company and the management style did not fluctuate greatly.”
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When Iosca retired in early 2010, chief operating officer Adam Stone took over as CEO. He helped his company weather yet
another transition with a calm push for changes within the company. To help understand different points of view at Hanna
Andersson, Stone often sat in on inventory and operational planning meetings. Step by step, Stone was able to break down work
initiatives so the continuing changes were not so overwhelming to the company and its valued employees. Over time, his and other
company leaders’ presence has helped employees make better, more strategic decisions. Rather than resisting change, they now feel
heard and understood.

The decision to sell wholesale turned out to be a good one, as it has enabled the company to weather the recession’s negative effect
on retail and online purchases. Accounting for approximately 10% of total sales, the company’s wholesale business is expected to
boost yearly revenue by 5%. With more conscientious inventory purchases and strategic distribution initiatives, Hanna Andersson
has realized a higher sales volume, lower inventory at year-end, and less liquidation. Through it all, company management has
done an effective job at interpreting the desired growth goals of its owners while inspiring change within the company. With
continued clear communication, direction, and willingness to try new techniques, Hanna Andersson is poised for growth and
success in the future while not forgetting to take care of its employees.
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Discussion Questions

1. How did company leaders like Tosca, Petersen, and Stone help facilitate change within the company? Did they follow the steps
to successful change?

2. What were the reasons for organizational change within Hanna Andersson, both internally and externally?

3. How can a company anticipate change? How can the company effectively prepare for it?

4. What unique challenges do family-owned and -operated businesses face?
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