
Michael r) \ 

Porter.~~he ..•
I ne C,tv

Advantage 

W
hen Andre Medina opened America's 
Food Basket he took the risk of a 
lifetime. 

His gamble'? Opening a large, well-stocked grocery 
store on Dudley Street in one of Boston's poorest 
inner city neighborhoods, Uphams Corner. 
Medina gambled that people in the area had 
enough buying power to support a 10,000 square 
foot store, that he would find employees who 
would show up each day, that they could do the 
work, that his location would be an asset and not 
a liability. Without all these factors working in 
harmony, failure was guaranteed. 

What Medina, 37, had in his favor, among other 
things, was insight into the community-his com­
munity. The son of Cuban immigrants, he grew up 
around the bodega his father and uncle ran in 
nearby Roxbury. Medina knew that people in the 
area maintained their heritage in part through 
food, and that a good meal was one of the few lux­
uries they afforded themselves. He had a hunch 
his store would work. 

Medina was right. People have come, as many as 
2,000 a day. What's more, the foot traffic has helped 
to revive economic activity in the neighborhood. 
Even long vacant apartments are now renting. 

Medina has created an unusual hybrid, part inner 
city bodega, part suburban grocery palace. "1 
wanted to have a store with a lot of ethnic flavor, 
but to be more Americanized," he said recently 
while showing a visitor around. A walk through 
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the long, sparkling aisles reveals the secret of the 
store's success. The shelves display a United 
Nations of specialty items-seven kinds of yams, 
unusual cuts of meats such as pig's ears and tails, 
and 2S varieties of rice, some in hundred pound 
bags. This selection generates customers, which in 
turn enables Medina to buy in quantity and offer 
the lowest prices around. Now, with a second 
store that opened two years ago, America's Food 
Basket generates $16 million in sales and employs 
more than 130 people, most from the area. 

H 
arvard Business School professor Michael 
Porter was presenting recommendations 
of the Massachusetts Governor's econom­

ic growth task force when, near the end of his pre­
sentation, someone from the audience asked a 
question: Porter's committee had suggested an ele­
gant economic strategy for the state, but what was 
it going to mean for the inner cities'? With this 
question, the career of Professor Porter, who might 
be considered the Michael Jordan of corporate 
strategy, became linked with that of Andre Medina 
and tens of thousands of others like him in 
America's inner cities. Porter dove into the prob­
lem and, as a result of his early-1990s study of 
urban business life, ultimately came up with some 
ideas and an innovative non-profit organization to 
help change the face of inner city America. 

Porter discovered the field virtually uncharted. 
"We learned that there was a roomful of books 
and articles on urban poverty, but virtually noth­
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ing on urban economies and businesses," recalls 
the silver haired Porter. He pushed deeper, enlist­
ing his students in extensive research, Why were 
inner city businesses there'? Why did they remain? 
Porter published his initial findings in a contro­
versial Harvard Business Review article entitled 
"The Competitive Advantage of the Inner City." 

In the article, Porter, author of 14 books on strat­
egy and competition, called for a total rethinking 
of traditional approaches to urban economic 
development. "A sustainable economic base can 
be created in the inner city," he wrote, "but only as 
it has been created elsewhere-through private, 
for-profit initiatives and investment based on eco­
nomic self-interest and genuine competitive ad­
vantage ... " Based on thorough research, Porter 
believed he had found four such advantages: cen­
tralized location, underutilized workers, under­
served local markets and, lastly, unrealized oppor­
tunities to integrate with local clusters of similar 
companies and institutions. 

A vast pool of untapped entrepreneurial talent 
had, to date, dedicated itself to meeting social ser­
vice needs of inner cities, he observed. "The chal­
lenge is to redirect some of that talent and energy 
toward building for-profit businesses and creating 
wealth," he argued. Cities had foundered on a 
social-services approach to redevelopment, Porter 

"Michael 
Porter has 
almost 
single­
handedly 
changed 
the debate 
on what 
poverty 
is about." 

Harvard Business 
School Professor. 
Michael Porter 

asserted. They could be rejuvenated on business 
principles. 

The article provoked howls of protest from many 
inner city development professionals who felt that 
their work had been demeaned. "We've had many 
charged discussions about this issue," Porter 
observes with understatement. Porter, who has 
advised dozens of corporations and governments 
on competitive strategy, was called narve, an inter­
loper and worse. "What was a wealthy, white 
Harvard professor doing in this field anyway?" 
many wondered vocally. 

P
aul Grogan, who recently stepped down 
after 12 years as president and CEO of the 
Local Initiatives Support Corporation 

(LISC), one of the nation's largest community 
development organizations, recalls Porter's dedi­
cation admiringly. "He could have just written the 
paper and given speeches." But he didn't. Instead, 
Porter committed himself even further to the field, 
taking an even greater risk. While writing the 
Harvard Business Review article, Porter, a compul­
sive entrepreneur on top of everything else, start­
ed a non-profit organization, the Initiative for a 
Competiti ve Inner City (ICIC). ICIC's purpose 
was not only to deepen and expand upon Porter's 
research, but also to go out and test it. His com­
petitive advantage article had confounded the 
field of economic development, turned it on its 
side and challenged it to look at the world in new 
ways. ICIC would begin to do the same. 

Across the street from ICIC's headquarters a gigan­
tic trench hums with activity. The trench is a tiny 
piece of the enormous $10 billion public works 
project that Bostonians call the "Big Dig." A thing 
most people never dreamed possible is happening; 
one of the nation's busiest highways is submerging 
beneath the streets of one of its oldest cities. At a 
scale and pace that are difficult to absorb, Boston's 
downtown landscape is changing. 

Inside ICIC's offices, the intensity is palpable. The 
strange feeling one gets while encountering ICIC 
suggests that this is a new sort of organization. It 
has an energetic staff (all of whom have some 
background in the private sector), which has 
grown from three to 32 in number since 1996. 
The organization's programs blend applied 
research and considered action. As a matter of 
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A study ICIC completed with Boston Consulting Group 
estimates retail buying power in inner cities at $85 billion, 
greater than the entire GNP of Mexico. 

daily operation, major donors are engaged as sub­
stantive partners. "IClC will hopefully be the 
organization that plays some role in essentially 
bringing the inner city economy and the rest of 
the national economy together-closes the infor­
mation gap, changes the misperceptions about the 
inner city as a business location, as an economic 
location, as a market," remarks Porter, character­
istically sketching the big picture. 

"Research is the underpinning of everything we 
do," says lClC Chief Operating Officer Marcia 
Lamb. lClC studies help build the base of data 
companies need to gauge new business opportuni­
ties. Perhaps most important has been its ongoing 
work to characterize the inner city retail market. 
A study lClC completed with Boston Consulting 

tSr, 

Group (BCG), a top-shelf management-consulting 
firm, estimates retail buying power in inner cities 
at $85 billion, greater than the entire GNP of 
Mexico. More than 25 percent of this demand is 
going unmet. "Some might consider it discrimina­
tion," the authors write. "We call it bad strategy." 

The study suggests that marketers not view the 
inner city opportunity in traditional terms of aver­
age household income but rather in terms of in­
come density. The researchers found that inner 
cities can have from two to six times as much buy­
ing power per square mile as suburban areas. 
Several inner city Pathmark and Stop & Shop gro­
cery stores, for example, are among these chains' 
biggest revenue generators. The report estimates 
that the retail market in Harlem can support an 



additional one million square feet of shopping 
space. Inner cities, the analysts sum up, are "the 
last big underserved market in the U.S." 

From its research base, ICIC attempts to influence 
the strategies of cities and businesses through sev­
eral programs. The Inner City Advisors program 
affords the group a go-deep approach in Boston, 
Baltimore, Kansas City and Oakland. A small staff 
in each city coordinates efforts on several levels to 
grow inner city business activity. A company with 
a specific problem might be connected with stu­
dents from a local business school, a corporate 
mentor, or pro bono professional resources. Local 
partner companies may be engaged to study and 
suggest strategies for a specific area of a city. Or 
partners and ICIC staff might conduct a full-scale 
benchmark review of the competitive advantages 
of an entire city. With several partners, ICIC has 
conducted a dozen such benchmark studies. 

Al Lovata, CEO of Be Our Guest, Inc., a wholesale 
catering equipment supplier located in Boston's 
devastated Roxbury neighborhood, wanted to 
expand into an abandoned building next door. 
Soon he faced a maddening tangle of legal claims 
on the property. In the end, pro bono legal assis­
tance received through ICIC's Boston Advisors 
made the expansion possible. Now Lovata is scop­
ing a study with Boston Advisors and PriceWater­
houseCoopers (PWC) to help him understand the 
size of his market. "To have this kind of knowl­
edge is exactly what we need to continue grow­
ing," says Lovata. 

ICIC has made a concerted effort to engage busi­
ness school students in its work around the coun­
try and specifically in Advisors cities, through a 
program it calls the National Business School 
Network (NBSN). Through NBSN, students exe­
cute for-credit projects for inner city client compa­
nies. Cassie Farmer, co-owner of New World 
Security in the Dorchester neighborhood of south 
Boston, was a bit wary when she agreed to let a 
team of Harvard Business School students examine 
her overtime problem. But their cost-saving sugges­
tions and their professional approach won them 
her appreciation. "They were great," says Fanner. 
"They brought a sincere passion to their project." 

Building the various Inner City Advisors organi­
zations took a great deal of time and resources. At 
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the same time, a growing number of cities and 
states were calling ICIC for strategic guidance. In 
response, ICIC recently created a small fee-for-ser­
vice consulting arm called the City Advisory 
Practice, or CAP. CAP will be run from Boston, 
but will work nationwide, helping cities and states 
shape tailored economic strategies. "CAP puts us 
in the spotlight to really deliver," says Anne 
Habiby, ICIC's director of research. CAP's first 
challenge is a newly won contract to help five 
Connecticut cities. 

"Proof of Concept" 

When Michael Porter proposed to Inc. Magazine 
editor-in-chief George Gendron a joint effort to 
identify and honor the 100 fastest growing com­
panies in the inner city, Gendron warmed to the 
idea immediately. A massive mailing resulted in 
an initial response of 200 applications and ICIC's 
research team held its breath. Here they were, the 
inner city entrepreneurs themselves. What would 
they say? Would they bear out ICIC's ideas or 
counter them? All these questions were soon 
answered. The inner city business owners listed 
proximity to customers, low real estate costs and 
available labor as the three biggest advantages of 
operating in the inner city. Close enough for what 
research chief Habiby calls "proof of concept." 

The top 100 companies carne from a range of sec­
tors, including service (44 %), manufacturing 
(35%), retail (11 %), and wholesale (10%). Half 
have exceeded $6 million in sales and employ 
more than 50 people. As a group, the Inner City 
100 grew at an average annual rate of 44 percent 
and created 5,000 jobs in the past five years. 
"Imagine what we could do if we had a concerted 
national strategy to foster entrepreneurship in 
urban and inner city areas," marvels Porter. 

ICIC is currently working on the final staffing 
touches of its latest and perhaps most ambitious 
project yet-a partnership with American 
Securities Capital Partners. The plan: to form a 
$100 million-plus investment fund targeted at 
inner city companies. With Inner City Ventures, 
as the partnership will be known, ICIC will be 
putting money where its mouth is. In the words of 
urban investor and ICIC board member Charles 
Kendrick, Jr., the fund will need to show "a con­



ventional return from an unconventional invest­
ment." But the fact that this no longer seems so 
outlandish is itself a sign of how much ICIC has 
accomplished in just its first five years. 

ICIC staffers are quick to say that their push to 
revive inner cities has benefited from a great deal 
of hard work by many others. Community devel­
opment groups and local governments have built 
affordable housing and health centers in these 
areas and even sponsored retail developments 
such as supermarkets and movie theaters. 
Innovative policing approaches have helped 
reduce inner city crime rates to their lowest levels 
in decades. And, of course, the 1990s economic 
boom, the longest of the century, roars onward, 
driving companies to look for new markets and 
untapped labor pools. That these factors are all 
favorable at the moment only heightens the sense 
of urgency at ICIC. There may not be much time 
to get a new way of thinking in place before the 
economy retrenches. 

"Alot of people are embarrassed about 
the inequalities in our society and 
want to do something about it," says 

Paul Grogan, the former LISC president. While 
many companies and foundations have given ICIC 
generous financial support (more than $12 mil­
lion since 1994), the organization has made a par­
ticular effort to engage the professional capacities 
of major donors in its work. Mark Blaxill, a vice 
president at Boston Consulting Group, one of four 
Founding National Partners that have made large, 
multi-year commitments to ICIC, believes their 
involvement represents a new type of corporate 
volunteerisrn. It's less full time, more project dri­
ven, and merges professional and personal goals. 
"We're giving back what we do; it's not a distrac­
tion," says Blaxill. 

John O'Connor, managing partner of PWC's 
Boston office, agrees. PWC consultants enjoy con­
tributing their skills to ICIC because they can see 
the direct impact of their work on inner city busi­
nesses. "PWC gets immediate feedback that what 
they are doing has some meaning," says O'Connor. 
"It renews your spirit when you start seeing suc­
cess." O'Connor's contributions include having 
helped organize the first Inner City 100 dinner. In 
addition to honoring inner city entrepreneurs, the 

event helped raise more than 
$1 million for ICIC. 

ICIC taps into a desire held 
by many in corporate 
America to make a differ­
ence locally. "Most people in 
the end go home in their air­
plane to some place," says 
Christopher Gabrieli, a ven­
ture capitalist and ICIC 
board member. "A lot of peo­
ple are rediscovering the 
importance of focusing on 
their own community." 

Walking through 
America's Food 
Basket with Andre 

Medina in disadvantaged 
Dorchester, it is striking how similar his language 
and his outlook (and his casual-Friday clothes) 
are to those of Mark Blaxill, the Princeton-educat­
ed BCG consultant with a 30th floor, harbor-view 
office in downtown Boston. If you were to bring 
them together to talk about the social problems of 
the inner city, they would likely have no way of 
relating to one another, no way of communicat­
ing. But sit them down over a business problem 
and good things just might happen. A market 
opportunity is something they both understand 
implicitly; it's a location on the complex geogra­
phy of human interaction where they share a com­
mon language and common interests. 

"Michael Porter has almost single handedly 
changed the debate on what poverty is about," 
observes Deborah Wright, President of Harlem­
based Carver Bank, the nation's largest African­
American managed bank. A provocative sugges­
tion. It makes one wonder. For what contributions 
to American society will Michael Porter be 
remembered? Will it be his famous books on com­
petitive strategy? Will it be the counsel he has pro­
vided to corporations that has made millions for 
their shareholders? Or will it be the ideas first laid 
out in "The Competitive Advantage of the Inner 
City," and, as he believes, the revitalization of the 
inner city? 

Confounding thoughts. ~ 

John O'Connor, managing 
partner of PriceWater­
houseCoopers, Boston 
office. "It renews your 
spirit when you start 
seeing success." 
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