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holiday selling season.”
The company’s plans include clos-

ing more underperforming stores.
“management has become increas-

ingly aggressive in closing underper-
forming stores and while this is a 
newer initiative it appears to be gain-
ing momentum,” Deutsche bank ana-
lyst bill Dreher Jr. wrote in an Aug. 27 
research report. 

At the first of the year, Dillard’s list-
ed just three stores that were closing 
in 2008. As of last week, that number 
had grown to 19. 

Dillard’s, unlike many department 
stores, owns about 77 percent of its 
more than 300 stores, which gives the 
company a significant real estate value. 
Dreher estimated that value as ranging 
from $2.3 billion to $5.2 billion.

And that should put Dillard’s stock 
trading in the range of $25 to $55, he 
wrote.

Dreher kept his neutral “hold” rat-
ing on Dillard’s stock.

“on paper there is no fundamental 
reason why Dillard’s could not show 
dramatic improvement in their opera-
tions,” he said. 

Shareholders Voice Outrage
The letter to the independent Class b 

directors includes the same kind of blunt 
language that has been a hallmark of 
public communications from barington 
Capital and the Clinton Group.

“The performance of the Company 
over the past ten years has been atro-
cious,” mitarotonda and Hall said in 
their letter. “Since mr. Dillard was 
appointed Ceo in may 1998, the 
Company’s market capitalization has 
plummeted from over $4.36 billion to 
less than $246 million as of the close 
of business [oct. 24].”

mitarotonda has been attacking 
Dillard’s poor performance since mid-
2007, but even the injection of new 
blood on the board hasn’t stopped the 
steady flow of bad news.

on July 26, Dillard’s was featured 
as one of the worst-performing stocks 
on the S&P 500 in the last 10 years, 
according to a report by elizabeth 
Harrow, an analyst and financial 
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DillarD’S (Continued from Page 15)

May 1998 - William Dillard II is named CEO. He had been president 
and chief operating officer of the company that his father, William 
Dillard, founded in 1938.

May 1998 - Dillard’s announces its biggest acquisition ever, spending 
$2.9 billion to buy the 103-store Mercantile Stores Co. of Fairfield, 
Ohio. 

May 1998 - Dillard Department Stores changes its name back to 
Dillard’s Inc.

1999 - Sales reach a record-high $8.68 billion. It also has its most 
stores to date, 342. 

Feb. 8, 2002 – The founder of Dillard’s, William Dillard, dies. News of his death props the stock price up 
from $12.94 on Feb. 7 to $17.60 a week after his death, as speculators think the family will sell the chain. 
The stock will sell for more than $30 a share at the end of May 2002. When the sale doesn’t come, the stock 
price falls below $20, where it stays throughout 2003.

2006 – Dillard’s stock price soars after June 2006. It hit $36.06 on 
Nov. 16, the highest since 1998, when it was selling for more than 
$40 a share.

2007 – James Mitarotonda, the chairman and CEO of Barington 
Capital Group LP, starts buying up shares of Dillard’s. Mitarotonda 
wants to speak with Dillard about ways to improve the company but 
the phone messages aren’t returned.

april 2, 2008 – The company reports 2007 sales of $7.2 billion, off 6 
percent from 2006, the largest slide under Dillard II’s tenure as CEO.

2008 – Frustrated by the lack of response from Dillard, Mitarotonda 
threatens a proxy fight. The battle is avoided when Dillard agrees to put four members chosen by Barington 
Capital and the Clinton Group Inc. of New York on the company’s board to represent Class A shareholders. 
The Dillard family retains control of the board because, under the dual-class stock structure, the family’s 
Class B shares choose the other eight directors.

October 2008 — As Dillard’s stock price slides to under $4 a share, Barington and the Clinton Group 
lobby the independent Class B directors to work with the four Class A representatives on the board to 
remove Dillard as CEO. 

Dillard’s inc. Under William Dillard ii
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writer in the research department at 
Schaeffer’s Investment research. 

“As a mid-market department store, 
Dillard’s … was in the wrong place 
at the wrong time when a slowdown 
in spending spread across the U.S.,” 
Harrow wrote. 

And since the shareholders’ meet-
ing, Dillard’s stock price has contin-
ued to crumble. on may 6, the stock 
closed at $20.84. Last week it had 
rallied to just under $5.

The bargain price in october didn’t 

go unnoticed by Dillard’s executives.
on oct. 23, William Dillard II and 

Alex Dillard each bought 100,000 shares 
at $3.93. And Dillard’s CFo Freeman 
bought 200,000 shares at $3.90. 

brad martin, one of the new Class 
A directors, bought 20,000 shares at 
$3.95 on oct. 23 and 30,000 shares 
at $4.88 on oct. 28. 

Ouster Wanted
mitarotonda and Hall, who had 

been urging the directors privately to 

replace the Dillard family managers, 
took their campaign public on oct. 
27.

They released a letter that urged the 
three independent Class b directors to 
start looking immediately for a Ceo 
to replace William Dillard II. And the 
other members of the Dillard family 
— brothers Alex and mike and sisters 
Drue Corbusier and Denise mahaffy 
— should follow him out the door, the 
letter said. 

The Dillard family “is overpaid and 
under-qualified for the positions they 
hold and can be readily replaced with 
more talented retailers,” mitarotonda 
and Hall said in the letter.

The three Class b shareholders 
responded Thursday by taking issue 
with the criticism of the Dillard fam-
ily’s compensation.

“While these shareholders have on 
occasion made helpful suggestions, in 
this instance they have, among other 
things, questioned management com-
pensation.”

The Class b board members point-
ed to a study that said Dillard’s Ceo 
total compensation was well below the 
median in its peer group in 2007. And 
a 2008 report showed that the com-
pany paid less compensation to its top 
officers than the median compensation 
for 39 similarly sized companies.

mitarotonda and Hall also were 
unhappy with the response they 
received when they recommended on 
Sept. 25 that a special committee be 
formed to buy back the Dillard fam-
ily’s Class b shares. The family sent 
back word that it wasn’t selling, the 
letter said.

At some point, however, the com-
pany’s performance will reach a level 
that concerns even the Dillard family, 
said elson, the former nominee to the 
board. 

“In the end, the performance does 
matter,” elson said.

Until that happens, the activist 
shareholders bought into Dillard’s 
fully aware of the dual-class stock 
structure.

“Which is a good reason why you 
shouldn’t buy dual-class stock compa-
nies,” he said. “You always end up in this 
situation.”                                     n


