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Selling Empty Boxes?


One of my greatest pleasures in life is fly-fishing. There’s a dance to it, a rhythm. The trick is to cast your fly so it lands on the water just like an insect, and then you need to manage that fly in the water so it drifts naturally as if it’s not attached. It’s truly an art you could spend several lifetimes perfecting.


My favorite spot is in western Colorado, near our place, where my wife, Sharon, and I spend a few weeks each summer. The beauty is breathtaking. You become one with the stream and the wind, and the feeling of quiet and peace is mystical.


In the summer of 2008, I needed that feeling more than ever. The company we had started thirty years earlier, The Container Store, was in crisis. The economic earthquake we now call the Great Recession was rattling markets around the world, and our sales were suddenly falling for the first time in our history. This was not an experience we were accustomed to. We had seen nothing but phenomenal growth, year after year, ever since my friend and business partner Garrett Boone and architect John Mullen and I opened our first store with a $35,000 investment. (Initial cash capital was provided by Garrett, his father, and John, who were founding directors, officers, and shareholders of the company. I kicked in the last $5,000 of the investment several months after we opened.)


My dad’s Texas oilman buddies (and distinctly non–targeted customers) thought we were crazy: “What? You boys are going to sell empty boxes?” But we knew we were onto something special, creating an entirely new retail category of storage and organization products to help busy folks save precious space and, ultimately, time. Even back in the late ’70s, when the pace of life was incomprehensibly slower, we fortunately somehow knew you had to be reasonably organized to accomplish half of what you wanted to in life. But as the recession began to take hold in 2008, we realized we were in serious trouble. Though The Container Store, during the downturn, was still doing vastly better than most retailers, our overall store sales were down, into the negative single digits, and falling fast. I’ve always said that the difference between the highest-flying, most successful retailer and bankruptcy is not much more than 10 percent in sales. Conversely, if you have an incremental 10 percent, successful retail sales and earnings will likely triple or more. If the recession worsened, we could lose the business.


And it was not only The Container Store I was worried about. It was a frightening time for everyone, and there seemed a very real chance that the retailers I most loved and admired for quality, service, style, selection, and innovation—companies like Whole Foods, Crate & Barrel, and Neiman Marcus—would no longer exist. The only stores left standing would thrive on price and price alone. Not value. Not excellence. Just price, and nothing more. A bad-enough cup of coffee is not even worth ten cents. For someone who believes in the magic of retail, this was a world I couldn’t even imagine. But this world was clearly on the horizon.


For most of that year, the challenges of the Great Recession kept me home in Dallas, where our company is headquartered. But in July, Sharon and I finally managed to spring loose for a few weeks in Colorado. That’s usually where our best ideas come to us, a place where we can allow our minds to wander freely. My wife is always amazingly calm and showed little outward panic. But I could tell she was worried, too. Sharon is our chief merchandising officer and, without question, the most remarkable, impressive person I have ever met (and was lucky enough to marry).


We were dating, in our midtwenties, when we opened that first store. Sharon was a behind-the-scenes player back then, and today is probably the single most indispensable person in the entire company. Garrett (who is now retired and chairman emeritus) and I have always agreed that if it weren’t for Sharon, we might still have just that one cute and darling first store in Dallas. Sharon and I don’t have children, but our stores (and our employees) have always been our babies. We feel as fierce about protecting our company—and our 6,000 exceptional, loyal employees—as any parent whose family faces grave and immediate danger.
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It was an overcast morning when I packed up my fishing gear, kissed Sharon good-bye, and headed for my favorite trout stream on my friend Henry’s ranch. We had a conference call scheduled that afternoon with our president and chief operating officer, Melissa Reiff, to make some tough decisions. Next to Sharon, Melissa is my closest confidante, a great friend and business associate for more than thirty years. It would be impossible to exaggerate how essential she has been to the company’s success since she came aboard in 1995.


Sharon and Melissa, in fact, are part of an interesting pattern I have noticed over the years: My most trusted advisers are women. In fact, fourteen of the top nineteen executive positions at The Container Store are held by women. And, along those lines, almost 70 percent of our employee base is female. I hate making generalizations—though it’s hard to talk about this without making what sounds like one. I’m very blessed with lots of male friends and colleagues whom I love, and I’m proud to have their friendship. But in my experience, women make much better executives than men. They communicate better and listen better, which I consider the two most crucial leadership qualities. Women also tend to be very good at collaboration and teamwork, which are extremely important at The Container Store. I would never dream of making a major decision without first having deep discussions with Sharon and Melissa, along with other executives, managers at our stores, and employees.


In any event, on that gray morning in July of 2008, as the economy crumbled, I was faced with one of the most wrenching decisions of my life: To save the company, did we have to lay off employees?


Payroll is usually one of the biggest expenses for any company, of course. And for most companies, terminating employees through systematic layoffs is the quickest and easiest way to offset a drop in corporate revenue. No wonder millions and millions of jobs vanished from the American economy in 2008 and 2009, creating an unemployment crisis. But The Container Store has always been different. We have built our brand on the joyful conviction that our employees are our top priority, our most treasured asset. We offer pay, benefits, training, and creative freedom that most retailers wouldn’t even dream of providing—and much more. But we also provide something more intangible and harder to quantify. We truly love our employees and are committed to caring for their whole being—not just as workers. They’re all extraordinary folks—that’s the only kind we hire—and we fully support their efforts to become the best people they can possibly be, both on the job and at home.


I can’t tell you how many times an employee has come up to me and said “Working here has helped me become a much better person” or “Having this job has really helped my marriage.” I get choked up at company events when a wife stands up, with tears in her eyes, and says, “The Container Store has made my husband a better father to our children. Thank you so much!” Good Lord! Where do you hear stuff like that in business? And how do you get used to hearing it?


But here’s the twist: Treating your employees with affection and respect is not only the right thing to do, it also happens to be the fastest road to success. In fact, it’s much more successful than any other business methodology. We know this approach defies conventional business wisdom, most famously expressed by economist Milton Friedman. The only reason a corporation exists, Friedman said, is to maximize the return of the shareholder. Well, with all due respect to Friedman, we’ve found that if you really and truly take better care of the employees than anybody else (instead of just myopically focusing on the shareholder), your employees will truly take better care of your customers.


In short, if those two groups of people—your employees and your customers—are ecstatic, then wonderfully and ironically, your shareholders are going to be ecstatic as well. It’s about creating a business where everyone associated with it thrives—everyone! This is not just theory, or wishful thinking. The numbers we’ve posted for the last three decades prove the point. Our EBITDA (earnings before interest, taxes, depreciation, and amortization) margins are consistently in double digits, and our CAGR (compound annual growth rate) since inception is over 21 percent. That growth rate is even more remarkable when you consider that we haven’t made a lot of acquisitions to boost revenue. We bounced back from the Great Recession with record sales each year since 2010, despite a still sluggish economy. We’re now among the retail industry leaders in terms of new-store growth. We’ve vanquished hundreds of copycat rivals over the years—in the ’80s there were hundreds of “direct” competitors: Susie’s Containers, Store This… Store That. Back then, everyone from mom-and-pop stores to many of the biggest retailers was trying to sell some form of storage and organization.


Today we say that everyone and no one is our competition—because, from the grocery store to the big retailers like Target, Bed Bath & Beyond, and Walmart, everyone dabbles in storage and organization, and some devote several aisles to it. But nobody singularly focuses on storage and organization the way we do. Not only did we create our retail category, but we’ve helped it become one of the fastest-growing sectors of the housewares industry. As the pace of modern life accelerates and people realize that being organized is not a luxury anymore, but a necessity, making our customers more productive, more relaxed, and happier becomes vitally important. Truly, our purpose—and we say this with all humility—is to improve the quality of life through the joyful, calming, and time-saving gifts that come with being organized.


At The Container Store, we never lose sight of the fact that our success stems directly from our enthusiastic and highly motivated employees. Our turnover rate is less than 10 percent in a retail industry that averages about 100 percent, and we get thousands and thousands of job inquiries but only hire about 3 percent of all applicants. We’ve been named one of Fortune magazine’s 100 Best Companies to Work For for fifteen years straight. We didn’t throw our hat into the ring until the third year Fortune published that list—and by golly, we not only got on the list, we got number one! We were number one the following year, too, then number two for the next two years.


Fortune even sent a reporter down from New York to go undercover as an employee to see if we were the real thing. Our unique workplace culture has been praised in countless books, academic papers, television programs, and other media coverage. Goodness, you never quite get used to the incredible feeling of hiring people who tell you they studied your company in their MBA courses at some of the most highly regarded business schools in America.


Yes, I know I’m bragging big-time here, but understand I’m bragging on behalf of the thousands of Container Store employees who have built and maintained our success. They’re the ones I salute.


Anyone walking through our doors can’t help but be affected by the passion, energy, creativity, and, yes, love that our employees demonstrate every day on the job. You may be noticing my frequent use of the word “love.” That makes some businesspeople uneasy, but we’re not shy about using the word (after a business meeting with us, you might even get a hug). Of course, there are some CEOs who believe you have to create a climate of fear to get results. There have been those notorious “rank and yank” corporate policies that actually required managers to rank their employees, then fire the bottom 10 percent each year—yes, they were required to fire people. Imagine!


Yes, of course we’ve had to part ways with some employees for justifiable cause or lack of productivity—that’s to be expected in any business. But those brutal “rank and yank” management tactics and the like are what give business a bad reputation. Guys went to World War II and came back with a militaristic “aye-aye, sir” idea of management. Well, that may work for waging war, but it’s a wretched way to run a business. We believe instead in the vision of Herb Kelleher, the legendary cofounder of Southwest Airlines, who said, “A company is stronger if it is bound by love rather than by fear.” I think I heard him say that more than forty years ago, and I was completely taken by it.


Many companies function the way Herb suggests, of course, especially smaller ones started by passionate entrepreneurs. But many big companies do, too—more than you might think. I’m proud to be part of a movement called Conscious Capitalism that was started a few years ago by John Mackey, cofounder of Whole Foods Market, who was, amazingly enough, my college roommate back at the University of Texas at Austin. One of the fundamental principles of Conscious Capitalism®, as embodied by companies such as Whole Foods, Google, Starbucks, Zappos, Southwest Airlines, and many others, is that businesses should have a higher purpose than merely making money.


Don’t get me wrong. We’re all dyed-in-the-wool capitalists. But we also believe that companies should be managed for the simultaneous benefit of all stakeholders—including employees, vendors, customers, the environment, and our communities—and should have a positive net impact on the world. And guess what? The success of The Container Store and these remarkable companies reveals a surprising irony: Not making profit your number one priority actually makes you a lot more profitable.


At The Container Store, we’ve been practicing Conscious Capitalism for thirty-six years, since long before there was a name for it. Our unique corporate culture comes from what we call our Foundation Principles™, which had their humble origins in a battered manila folder I began keeping as a student at Jesuit College Preparatory School of Dallas. Whenever I found a quote, an idea, or an article that really blew me away, I would drop it into what I called my Philosophy Epistle File. I know that sounds awfully Catholic, and it makes me grin now. But it was a treasured file that started with life philosophies and then began to reflect what I thought were some of the wisest business philosophies.


Back then, I began to passionately believe—as I still do today—that you should have the same code of conduct in life and business. There shouldn’t be a looser code for one or the other. I continued this habit of collecting ideas and business strategies during my college days at the University of Texas at Austin and referred to that Philosophy Epistle File often as we launched and grew the business. I drew on it heavily during a store meeting in Houston in 1989, at a pivotal time in our company’s development, which I’ll get to later in the book. I’ll discuss these seven principles in great depth, but for now, it’s enough to say that many of them go back to the Golden Rule we all learned as kids: “Do unto others as you would have them do unto you.” Simple… right? Do you know anyone who disagrees with the Golden Rule?


But back to July 2008, in Colorado. I parked my ATV near the river and sat for a while, lost in thought. With sales falling sharply, layoffs would certainly be the easy way out. I knew they would also be emotionally devastating, a betrayal of everything we believed in, everything that made our company great. You can’t go around saying you’re an employee-first culture and then start laying people off.


Thousands of our cherished employees, most with families to support, were counting on us. On the other hand, if we didn’t take drastic steps and the recession worsened, there might not even be a company for long. With the stock market plunging, economists feared another depression. Why not sacrifice a few jobs now to preserve the jobs of many?


As I arrived at my fishing spot, I thought about my favorite movie, It’s a Wonderful Life. It may sound sentimental, but Jimmy Stewart’s passion about how important the Bailey Building and Loan Association is to the people of Bedford Falls never fails to bring tears to my eyes. One of my firmest convictions is that our wake—those waves and ripples of consequences that follow our every action—is much bigger than we can ever imagine. Everything you do and everything you don’t do affects the people around you and your business, far, far more than you realize. Even the most self-centered, egotistical person you know wildly underestimates the power of his wake.


Each and every one of our employees is mindful of the power of their wake in all they do—how they support and develop their colleagues, how they work with a customer or a vendor, and how they contribute to the community. I love reading the comments from our customers about the impact our employees have on their lives—not just their storage problems, mind you… their lives! When you get an entire organization that’s mindful of its wake, some pretty incredible things can happen. Now, I know real life is not a Frank Capra movie with Clarence coming down from Heaven and bells ringing when an angel gets his wings and all. But I’ve always believed there’s a lot of magic in real life.


I waded into the water, the powerful current pulling hard at my legs, and cast my fly toward a clump of rocks. One thing I love about fly-fishing is that it’s nearly impossible to think about anything else while you’re doing it. Your conscious mind must be still, allowing your instincts to take over. Developing that intuition requires years of practice, of course, and goodness knows I’ve spent endless hours in streams like this, dating back to my boyhood in Louisiana. I’m a daydreamer by nature, and sometimes my best ideas come when I’m lost in a reverie, or not thinking about a thing except whether a fat trout might be hiding beneath those rocks.


As the tug of my fly rod shook me back into reality, I realized what we had to do.


When I got home, Sharon was making her famous posole, one of our favorites. “We can’t do layoffs,” I told her. “There’s got to be another way.”
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When people ask me what makes The Container Store so special, I say it’s our yummy culture. I know, chief executives don’t often use words like “yummy” when talking about their companies. But it’s a word we use all the time around here. When folks ask, “What do you mean by ‘yummy’?” I say, well, it’s the opposite of yucky. You see, I love good food, and my idea of a perfect vacation is going to the French countryside with Sharon, seeking out the most rural, ascending Michelin star restaurants with exciting, innovative chefs, drinking wine and enjoying the cuisine at one delightful spot after another. “Yummy” is simply the best way I know to express the deeply pleasurable sensation employees and customers get the moment they walk through the doors into our store. It was that delicious culture, built upon our Foundation Principles, that saved us during the Great Recession.


And we managed to do it without laying off a single employee.


That achievement, during the worst economic crisis since the Great Depression, ranks among our proudest moments. In all of our years, we have never had layoffs. It’s especially remarkable because even though our sales continued to drop sharply—falling by 8 percent during 2008 and another 5 percent in 2009—our profits fell only modestly, bottoming out at about 8½ percent EBITDA during that time, and rebounded in stunning fashion.


How did we do it? The short answer is that thanks to the tremendous spirit and ingenuity of our employees, not to mention the calm, confident belief in us by our financial partners, we managed to cut expenses deeply enough to offset the drop in revenue. I mean, you have to balance your expenses with your now-lowered revenues. So quite simply, we had to cut our expenses by 13 percent. Once we made the solemn commitment not to do layoffs, the reservoir of goodwill we had built up over the years—among employees, vendors, and investors—created an enormous wave of positive feeling that carried us through the storm. It was living proof of what Melissa always says: “At the moment of commitment, the universe conspires to assist you.” (That’s a paraphrase of a quote usually attributed to Goethe, but Melissa will tell you that she got it from watching a television interview with her idol, Barbra Streisand.) I mean, everyone conspired to assist us—I joke that even our bankers and our lawyers conspire to assist us!


After our lunch, Sharon and I got on our conference call with Melissa. We talked about my fishing that morning, about that trout hiding under the rocks, and the importance of trusting our intuition—something we talk about a lot at The Container Store. All three of us knew intuitively that laying off people was not the answer. Instead, we had to work harder, be more creative. We also talked about being more Gumby. That’s right, Gumby, that flexible, good-natured cartoon character. Gumby is our unofficial internal company mascot, and you’ll see his image throughout our Dallas headquarters (we even call our cafeteria there the Gumby Cafe). That’s because everyone at The Container Store is trained to be extremely flexible in adapting to any challenge they face. It’s definitely a must in retail. If ever there was a time for us all to be Gumby, this was it.
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Once that decision was made, the next step, of course, was to try to figure out how to do it.


Quite simply, if we weren’t going to do layoffs, we simply had to find a way to cut expenses. And that—just the way I had to look for that trout that was hiding behind a rock in the stream—meant looking everywhere to cut back.


In fact, that fishing metaphor became our rallying cry:


“Look under every rock!”


We put a temporary freeze on hiring and on all salary increases, and on our 401(k) company matching program, dramatic steps that were unheard-of at our company. Our vice-presidents and their teams found ways to work with vendors and cut costs on everything from store graphics to toilet paper. We strategically launched more promotions and discounts in our stores than usual to compete with the big-box retailers as consumers increasingly demanded to buy at a discount and refused to pay full price. We sent managers from our office to the front lines in our stores to be closer to our customers. And our loyal sales-floor staff redoubled their efforts to truly help customers solve their thorniest storage and organization problems. With Americans being very choosy about where they shopped and spent their dollars, our salespeople knew that every person stepping through our doors was there for a reason. And we needed to help them.


Perhaps more important than what we did was how we did it, with completely open, honest communication. We would never try to keep morale high by keeping employees in the dark—that’s not our style. Instead, we kept everyone constantly informed about exactly how challenging the business climate was, continually restated how much we believed in them, and explained that freezing pay raises and 401(k) matches was necessary to preserve every single job. It’s a moving testament to our extraordinary employees that they fully understood the need to do this. Their support was overwhelming—they knew these steps were saving people’s jobs, their livelihoods. They also knew it was even okay to show their emotions, whatever those might be—fear, gratitude, relief. Like a family going through difficult times, we pulled together and worked harder than ever. At the same time, our vendors understood that we were simply trying to protect the business for all of us.


In the end, as the economy began to recover, we were excited to restore the 401(k) match, to lift the salary freeze, and eventually to go back to our prerecession policy of offering annual raises of up to 8 percent, about triple the industry average of 2 percent to 3 percent. Our vendor partnerships were stronger than ever—they had been inspired, too, by the open, honest communication. By the middle of 2010, we were back posting significant increases and had a banner year.


And no, there had been no layoffs.
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Our Seven Foundation Principles


Over the years, many people have asked me, “Kip, when are you going to write a book?” I’m always flattered that people find our story inspiring enough to suggest such a thing, but I’ve always resisted the idea. I don’t know, it just seemed presumptuous somehow. I’ve never been the kind of person who helps a little old lady across the street and then shouts about it from the rooftops. I always believed that those kinds of things, you did in private.


Also, I really didn’t have a spare minute to take the time to put pen to paper, so to speak. But today, after more than thirty-five years as a businessman, I’ve gained some perspective and have come to realize that we’re not helping anybody by keeping our business strategy—our magic, our “yummy recipe”—a secret.


Let me explain what I mean. During the depths of the 2008 recession, I attended a conference packed with the nation’s top CEOs. All the most famous names you can think of were there, the heads of big Wall Street firms, media conglomerates, and professional sports leagues. Even heads of state attended. One by one, these chief executives got up to speak.


But rather than offering words of inspiration or encouragement during a tough time, they began bragging about how many people they had laid off. It seemed to me like the biggest exhibition of braggadocio, a real testosterone overdose, to see who could lay off the most people. “A recession is a terrible thing to waste” was the rallying cry. Instead of trying to make this experience something positive and favorable, this was contorting a concept in the most jaded way. I couldn’t believe it. It was as though each one of them was trying to outdo the others, the winner to be determined by how many thousands of people he had thrown out of work. I felt literally sick to my stomach. I left and didn’t go back.


I just don’t believe in that kind of approach to business.


The truth is, I know from personal experience that there are many great companies that operate in a conscious, ethical manner. I don’t want to get into the legal and political debate about whether corporations are “people,” but I’m convinced that companies do have certain tendencies, just like human beings. And, stunningly enough, they take on the traits of their top leadership. I just can’t get over how true this is.


I’m proud to be a board member of Whole Foods Market, which is living proof that even large public companies can be highly profitable by operating in an inspiring and responsible way for the greater good. I am also in regular contact with many compassionate, innovative business leaders in my work with the Conscious Capitalism movement and as the incoming chairman of the National Retail Federation.


After thirty-six years in retail, you get to where you know most people in the industry. You hardly ever hear about all the great things these companies are doing—it’s just not a headline-making story, I suppose, but we’re trying to change that. These companies all have a powerful story to tell: not just that you can be hugely successful and be a good person at the same time, but that the two are inextricably intertwined. In fact, I would submit that as technology makes the world ever more connected, you won’t be able to succeed in business (or any other area of life, for that matter) without doing the right thing.


One of my favorite quotes from a visit to the Aspen Ideas Festival came from Google executive chairman Eric Schmidt, who said, “Sure, there’s always an evil person. But the other seven billion are good.” That’s surely how I see it, and so do many others. Whenever I give a speech about Conscious Capitalism or our Foundation Principles, people really go crazy—they love it! (It’s the only time in my life when I feel like a rock star.) People come up afterward, so excited, and ask, “Why are you keeping this a secret?” That’s when I knew we had been too modest over the years. We also figured out that it’s good business to talk about this stuff. Increasingly, consumers are voting with their pocketbooks. They may like a service or a product, but when they become emotionally invested in a company, that’s when you gain customers for life.


At The Container Store, every step we take is a reflection of our Foundation Principles. We realized we’re not smart enough to teach each and every employee how to act in every situation. Retail is far, far too situational to force employees to stick to inflexible rules and policies. So instead of using a telephone-book-sized procedural manual, our seven Foundation Principles keep us on track, focused, and energized, and they provide the kind of guidance that our employees respond to, and then let them go to work. And with that—magically—employee decisions made in our Miami store happen exactly the way they do in our Minneapolis store. This liberates the creative genius of each individual employee, which results in better service, products, sales, and earnings, and, of course, a higher quality of workplace. And when that takes place, success happens naturally.


Here, then, is a brief summary of our seven Foundation Principles, which form the core of The Container Store’s success:


Principle #1:


1 Great Person = 3 Good PeopleSM



This is our hiring philosophy.


We’re wild-eyed fanatics when it comes to hiring great people. I mean, if you were on a golf team, wouldn’t you want to have Jordan Spieth (a fellow Jesuit alum) on your team? That’s who we’re constantly on the lookout for—amazing employees who elevate the game of everyone around them to a new level.


Talent is the whole ball game. Our employees might not even have had any experience in retail. We’ve hired lawyers, PhDs, artists—people with talent and a passion for teaming up with other highly motivated employees to get the job done using their own creative genius. And once you find those great people, I liken it to puppy love, that feeling you got in grade school when you just couldn’t believe that the coolest girl in school actually liked you back. There’s just nothing more exciting than that genuine feeling of truly admiring the people you work around.


Another important aspect of our 1=3 philosophy: Since we’re getting at least three times the usual quality and productivity from our employees (it’s a purposeful understatement—you can actually get much, much more than three times the productivity at certain endeavors), we can afford to have the courage to pay the people closest to the customer—our salespeople—50 to 100 percent higher than the retail average, to communicate with them breathlessly, and to provide excellent benefits, hundreds of hours of training, and a happy place to go to work every day.


It’s not just a win-win.


It’s a win-win-win.


The employee wins because she’s getting paid twice as much.


The company wins because it’s getting three times the productivity at two times the payroll cost.


And, most important, our customers win.


Principle #2:


Fill the Other Guy’s Basket to the Brim. Making Money Then Becomes an Easy Proposition.SM



This is a quote from Andrew Carnegie, the famous industrialist and philanthropist, who attributed all of his success to this simple adage. It has become our business philosophy, allowing us to creatively craft mutually beneficial relationships with the vendors who make the products that appear in our stores. New vendors are typically shocked when we explain this principle to them and ask them, “What can we do to fill your basket to the brim? How can we help you succeed?”


Many of our vendors are thriving small businesses who say they wouldn’t even be solvent today without our support. And this is how a smaller retailer like The Container Store can compete on pricing with some of the giant mass merchants. Somebody has to get that last pallet of the vendors’ hottest product—and it’s usually us, because of our great relationships. Some businesspeople think they have to exploit the other party to succeed. Then they say, “Don’t take it personally—it’s just business.”


I have never understood that way of thinking. How can you separate your personal and business values? Do you treat your business relationships differently than you would treat your friendships?


Simply put, the more win-win situations you can create, the more you’ll succeed in everything you do.


Principle #3:


Man in the Desert SellingSM



This is our selling philosophy. Imagine a man lost in the desert. He stumbles across an oasis, where he’s offered a glass of water, because surely he must be thirsty. But if you stop to think about what he’s just been through and what his needs really are, you know that he needs more than just water. He needs food, a comfortable place to sleep, a phone to call his wife and family, certainly a pair of shoes or a hat for the sun, and much, much more.


So when a customer comes into our store looking for shoe storage, we always ask questions to establish her needs first, starting with shoes, but then move to the rest of her closet. And maybe even the rest of her home, uncovering needs the customer didn’t even know she had. Nobody wants to come across as a pushy salesperson, but if you fail to discover that your customer’s closet is driving her crazy and her kids’ toys are strewn all over the house, you’re failing to help her in the true sense of the word. You’re wimping out and doing her a great disservice. So that’s what we focus on: discovering the customer’s problems and solving them.


Sometimes the customer has a problem she doesn’t even know she has; our employees are there to help her discover it. I love this. It actually puts the moral imperative on selling versus not selling. Service and selling are the same thing. You can either help/help or hurt/hurt. You can help the customer by astonishing her and giving her the solution she actually needs and help the company at the same time. Or you can hurt the customer by not doing so—and also hurt the company.


Principle #4:


Communication IS LeadershipSM



Simply put, we want every single employee in our company to know absolutely everything. Out of respect, the only thing we don’t talk about is individual compensation. But beyond that, we’re fully transparent. Melissa is particularly passionate about this principle and created our definition of it: daily execution of practicing consistent, reliable, predictable, effective, thoughtful, compassionate, and yes, even courteous communication.


Doing this hard work takes time, but this has been critical to our success from the beginning, reflecting our “whole-brained” approach: Every employee is part of the company’s cognitive process, and thinking together makes us far more powerful than the sum of our parts. We know that some information we share could fall into competitors’ hands—revenue figures, upcoming sales, real estate plans, long-term strategic initiatives—but we’re willing to take that risk because we consider open communication such a crucial part of our commitment in valuing one another and making sure we all feel appreciated, included, safe, secure, and empowered.



Principle #5:


The Best Selection, Service & PriceSM



In retail, being able to offer the best selection, service, and price is considered an impossible trifecta feat. It’s the Holy Grail. Some stores have great selection and service, but their prices are higher. Some have low prices and great selection, but their service is poor. We work to hit the triple crown every day—offering a well-edited, carefully curated collection of 10,000 products, free expert advice and service that customers delight in, and prices competitive with the mass merchants.


How do we do it? Simple: We stick with what we know and do it better than anyone else (note that I said “simple,” not “easy”). Don’t forget, we saw lots of competitors emerge during the 1980s and ’90s, but they all failed. Turns out that apparently none of them were as zealously devoted to every glorious nuance of this niche as we were (and none of them had Sharon Tindell as chief merchandising officer). Sharon and I often joke that we’ve somehow managed to make this “poopy” concept work. Meanwhile, the big chains may have two shoe storage solutions; we have hundreds.


I like to say it’s kind of like the mom-and-pop convenience store that’s across the street from the supermarket. Frankly, they can’t photocopy the heart and soul we put into the business.



Principle #6:


Intuition Does Not Come to An Unprepared Mind. You Need to Train Before It Happens.SM



This is a quote I saw in a 1986 issue of the newsletter Boardroom Reports, in a piece by the author and journalist Roy Rowan that I dropped in that beloved file of mine. Roy was discussing Albert Einstein and the enormous role intuition played in his discovery of the theory of relativity.


One day, Einstein was sitting on a train that wasn’t moving. As another train moved past, he felt as if he were moving backward. It’s an experience most of us have had. But unlike the rest of us, Einstein used the experience, in a flash of intuition, to help him conceive the theory that would change our entire understanding of the universe. Einstein wouldn’t have had this insight if he hadn’t spent his whole life studying physics and mathematics. In other words, Einstein was prepared to have his breakthrough observation.


That’s our inspiration for making a deep commitment to training. We train our full-time employees almost 300 hours in their first year, and the hours and hours of training for all of our employees continue throughout their careers. The average in the retail industry is about eight hours. This allows our fabulous 1=3 employees to practice Man in the Desert Selling masterfully, because they become organization experts who can intuitively understand the needs of our customers with an almost uncanny precision.


A wise person once said that intuition is the sum total of one’s life experience. So why would you leave that at home when you come to work in the morning? I’ve only had one person disagree with me on that (I’ll tell you who later).



Principle #7:


Air of Excitement!SM



Three steps in the door and you can tell whether or not a store has it—a magical world of possibility that awaits you.


It’s what I’ve always loved about retail, even as a kid. You can feel the Air of Excitement in our employees’ smiling faces and genuine interest in a customer’s needs; in the bright visual displays of elegant, clever, useful products; in our clean, well-organized shelves. In retail, customers can sense when employees are having fun, and this attitude is so contagious that customers end up spending hours in our stores. That doesn’t just happen on its own. It’s a total reflection of the pure enthusiasm our employees bring to our customers. The Air of Excitement is really the inevitable result of faithfully adhering to all the other Foundation Principles. It’s a big reason why our customers don’t just like The Container Store—they love it.


As one customer tweeted, “Going to The Container Store is better than a trip to Disneyland!” In fact, most of our employees are former customers who loved shopping in our stores so much they ended up working here. One of the smartest things you can do is hire your customers. They certainly bring the Air of Excitement immediately to your business. And if you do that long enough—hire your customers—they’ll end up running your business.


Of course, when I talk about our seven Foundation Principles, or Conscious Capitalism, it’s difficult for some people to get it. Some may think it’s just a lot of New Age babble. Or a bit corny or old-fashioned.


Sometimes people ask me, “Well, if this approach works so well, why doesn’t everybody do it?”


The answer is simple: Running a business this way is extremely hard work. It requires an open, generous heart, especially from those in top management, who must look for the good in human nature and must truly want everyone around them to succeed. It requires long-term planning, it costs real money in the short run, and it won’t work unless you’re completely devoted to your core values, even when the pressure grows intense to abandon them. You must check your ego at the door and truly not care about who gets the credit, as long as the results are achieved. And you have to constantly reinforce the principles your company holds dear—driving the points home every single day, so they become as natural to your employees as breathing.


It’s also crucial to realize that in the long run, it’s really about life, about the natural laws of human behavior. These principles weren’t taught in business school until very recently, as we’ve worked diligently to change that. Because this is the way business will be done in the future. It’s that powerful, and that contagious. Young people are demanding it, starting lots of exciting companies with a strong social mission. Companies are realizing that the old way of doing business simply isn’t sustainable. Deep in their hearts, many other sector-leading companies believe that following the Golden Rule can lead to success—that nice guys can finish first. Companies that dominate their niche are this way. And yes, maybe there are a few cynics who say the real world doesn’t work that way, that these are fairy tales. Well, I’m here to tell you this is no fairy tale. It is true. And we have the story to prove it.


[image: image]


As I write this book, I’m continuing to run our business with Sharon and Melissa and all of the other fabulous folks here. But I do get back to our ranch in Colorado from time to time and manage to occasionally slip away for some fly-fishing (and to work on this book)—often with wonderful, beloved friends, or sometimes, just as gloriously, by myself. And when I get back, the first thing I do is unload my gear in the garage, making sure everything is put away exactly where it belongs: vest, waders, boots, rod and reel, fly boxes, flies, leaders, floatant, spools of tippet. My fishing equipment ranks high among my most treasured possessions. I have lots of it, for all types of fishing, and have been enthusiastically learning about it and collecting it for many years. My collection is special because much of it is secondhand: flies that belonged to a friend’s father, an antique bass lure once owned by someone’s grandfather. People who don’t fish have frequently given me gifts like that because they know I’ll appreciate them. Whenever I use a certain fly or lure, I think about that person, and what the fly or lure meant to him and his family. That can turn an otherwise ordinary fishing trip into a deeply emotional experience. So my fishing gear is pretty darn special. And when I really care about something, I like to keep it organized.


Maybe that’s one reason I love this sport so much—to do it well, you really have to be very organized, able to find just the right fly in your vest at just the right time. I often say that there are two things I’m good at: fly-fishing and organizing closets (and if I couldn’t do what I’m doing today, I’d probably be a fly-fishing guide somewhere in Colorado). Sharon always tells people that when we met, I had all the shirts in my closet arranged by color, from white to black, with all the colors of the rainbow in between. That’s true—and my closet still looks that way. Getting organized is a form of meditation to me; keeping things clean and clear—whether it’s in your mind or in your home—allows the space to be more creative and spontaneous. I’m finding that helpful even now, as I write.


Anyway, being out here in Colorado working on the book has given me time to reflect, and the memories are pouring back—opening our first store in the summer of 1978, meeting Garrett back when I was in high school, and of course all that makes me think about my mom and dad, and how I met Sharon. The truth is, I feel a little uncomfortable talking about myself. I’d rather talk fishing, or golf, or college football. I love talking about The Container Store, Conscious Capitalism, and the Foundation Principles, and I’ll get to all of that in detail soon. But people who know about such things tell me the reader will want to know a little bit about the guy writing this book. So here goes… a story about a daydreaming boy from Louisiana who was good at sports and liked to organize closets.
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