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			“George was invaluable in establishing an extremely successful retail business at UGG. His five laws are spot on to achieving success.” 

			—John Gibbons, Chairman of the Board, Deckers Outdoor Corp.

			 

			“George was instrumental in leading our retail division from one store to over 100 stores in a few short years. The UGG stores were very successful and profitable. He goes right to the heart of retail principles that are crucial for achieving success.”

			—Constance X Rishwain, 
President, Vionic Shoes, 
Former President, UGG Australia
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			This book is dedicated to the many kinds of retailers who work so damn hard. I hope the lessons here will make your job a little easier and a lot more successful
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			FOREWORD 

			The United States has the largest economy in the world, and the highest GDP (the sum of all goods and services produced) among large industrialized countries. We have a huge, rich domestic market that buffers us from economic woes in other parts of the world because millions of us are busy buying from and selling to each other.

			You’d think we’d be across-the-board brilliant in the mechanics of selling, right? Wrong. Chances are that in the recent past, you’ve had a personal experience with lousy products, shoddy service, out-to-lunch salespeople, or a local store that closed for good. Regardless of where in the world you live, you’ve probably had such experiences.

			Of course, it can get much worse. You might live in Russia. A number of years ago, just after the collapse of the Soviet Union, I was able to view the state of retailing there from a consumer perspective. It wasn’t pretty.

			I went to the Siberian city of Yakutsk with a team from Alaska to teach meat-processing techniques to Yakutian reindeer herders and other folks in the supply chain. I knew we had our work cut out for us, so to speak, when during our trip into town we noticed large open-bed trucks with what looked like frozen animal legs sticking out.

			Later, we encountered the rest of the animal. As TV news cameras rolled, our celebrity butcher, wielding an impressive array of knives and hatchets, astonished a crowd of onlookers with a boffo performance of steaks, chops, and other stewpot-ready by-products.

			Sweating profusely, he muttered something about the carcass being as stiff as a male organ on its owner’s wedding night. This was dutifully translated into Russian, and the guffaws from the fur-hatted crowd indicated that nothing had been lost. Apparently, the metaphor made the evening TV news. Russians have a good, ribald sense of humor.

			Later, I asked a local housewife whether she preferred the hunks and slabs that were the only choices in the Russian meat markets, or the beautifully cut and plastic-wrapped medallions of this and that whipped up by the American strangers. She looked at me as if I was bonkers, and said, “Of course I prefer the pan-ready portions in the clean packaging. Who wouldn’t?»

			Consumers worldwide want excellent products and services, even if their local retail businesses are reluctant to provide them. Russia has a better consumer environment today, but its people prefer to shop elsewhere—like in another country. The fault lies in part with Russia’s leaders, who have willfully failed to nurture a thriving private sector. 

			Closer to home, during a vacation visit to Maine, I stopped in a popular tourist destination with my family, looking for an overnight stay. The first choice was a “motor resort” where we had stayed previously. The desk clerk, a young unsmiling woman wearing the requisite polo shirt uniform with name tag and embossed logo of the hotel, told me that she was doing the night audit, so she couldn’t rent me a room until she was finished—and she didn’t know when that would be. When I asked if she could recommend or even call a nearby property, she firmly declined and went back to her computer. Mouth agape, I departed, only to have a much more welcoming experience just down the road (from another young woman who was also in the midst of a night audit). I wondered if the first woman had ever lived in Yakutsk.

			In the end, I sought partial revenge by writing a scathing online review of the bad experience. This is an effective way to be heard, a digital cudgel through which to bring about better behavior. Some recipients of the public scolding are trying to turn the tables, and some critical reviewers are being sued for defaming and causing injury to the target of the vitriol. In my case, the facts as I related them were not in dispute.
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			In both these examples, taken from opposite ends of the business-culture spectrum, the actors and systems involved violated at least two of The Five Laws of Retail. These Laws are presented with real thoughtfulness, retail experience, and humor in this book by George Troy—a book that’s as much a must-read in Maine and in the Kremlin, in Beijing and in London, as it is for anyone seeking to become a successful retailer.

			Troy has a wealth of experience, both domestic and international, a distinction increasingly without a difference. He’s one of us and in the trenches with us. His Five Laws are at once elegant and accessible. Learn them and apply them compulsively, and you’ll likely avoid the fate of the retail failures—and be more likely to achieve the successes—described in the pages that follow.

			The Five Laws are applicable to all forms of retailing, including e-commerce, which continues to evolve and to disrupt taken-for-granted ways of conducting business. By 2020, the number of internet users is expected to increase to five billion. This means that these five billion people (a good proportion, anyway) can find you online and purchase goods and services from you. This book prepares you to survive and thrive in the digital world.

			The rise of aggressive global competitors and new trade pacts that reduce barriers to market entry threaten our dominance in our home market, while simultaneously placing us within reach of 95 percent of the world’s consumers, especially the many millions who join the middle class every year and whose numbers will triple again by 2030.
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			You might conclude that The Five Laws are pretty much common sense. However, I’d argue that the selection of these Laws, the ways they work together, and the context in which they are embedded produce uncommon sense. Of course, The Five Laws won’t be very valuable to you if they are thoughtlessly mouthed. For example, no one disputes the paramount importance of excellent products (The Third Law, “The Power of Product”) and putting customers first (The First Law, “People First”). If it were that logical and easy, there would be no need for this book. 

			In fact, it’s not easy to get all the pieces right simultaneously. If it were otherwise, we would have a lower business-failure rate and fewer customer horror stories to complain about.

			Because it isn’t easy, you need a roadmap—a navigation system—to show you the way. This book is that system.

			As you follow its advice, be aware of the theories of retailing described here and those that you espouse. Then reflect daily on the difference between what you believe and what you actually do. This work is both hard and necessary. If you do it well by following the principles and practices elucidated in this book, the reward will be devoted customers, motivated employees, and a more competitive company.

			For now, learn from the past and present—and from one of the country’s most successful retailers and merchandisers. In the midst of dramatic economic change and disruption, at home and abroad, Troy offers bedrock principles and practical tools to help you navigate through the storms ahead and come out a winner along with your customers.

			—Douglas K. Barry, Ed.D, 
US Department of Commerce, 
International Business Development 
Editor, A Basic Guide to Exporting: The Official US Government Resource for Small- and Medium-Sized Businesses 

			 

		


		
			INTRODUCTION

			What Are You Retailing? 

			It does not matter what you do for a living: you are retailing something, and understanding and applying The Five Laws of Retail will help you to do it better. If you run a shoe store, you will sell more shoes. If you are part of management for a large company, you will be a better leader, and better able to evaluate your products, prices, and inventory. If you are a doctor…if you are an artist…if you are a handyperson, a restaurateur, an editor, a psychologist, a bookseller, a landscape architect, a social worker, an administrator…. You get the picture. Politicians are selling themselves and a political point of view. Preachers are retailing a religion. Architects, doctors, and all sorts of other purveyors and professionals are selling their services—and it is certain that this book will help you, no matter what you are selling. Retailing is a universal activity. 

			How the Five Laws Revealed Themselves to Me

			It took me a year and a half to write this book, but it took decades of working in retail to be capable of writing it. At some point along the way, I figured out that what I had learned could be distilled down into five essential and elemental things—things that underlie, support, and are woven through everything else. The Five Laws of Retail are the fundamental truths that lie beneath and support the behaviors of a successful retail business and community.

			I did not create or invent The Five Laws of Retail. What I did was discover them. They were here all along, embedded in the histories and stories of retailers over the centuries—the successes and the failures, and the reasons for both—just waiting to be extracted, formulated, and put to good use. That’s what I have done in this book. These Laws are now available to you. 

			In addition to my experience with retail environments, a whole other field of human study contributed to these Laws making themselves known. Before I got into retail, I had earned a degree in anthropology with a focus on archaeology: the study of people who lived in the past, through an examination of what they left behind. I had wonderful experiences working on field excavations in the Middle East and elsewhere. What fascinated me most was figuring out the patterns of how and why people did what they did and how and why they behaved in groups. 

			Many behaviors or rules of a society are described by anthropologists as having both latent and manifest purposes. That is, people may say that a particular behavior is for a particular reason, but in reality it serves another purpose altogether. For example, many cultures have specific proscribed food taboos: members of the society may eat this but not that. The reason given may be religious, but in fact there are (or were) very practical hygienic and health reasons, as well. The manifest (stated) reason people run a retail business, or any other type, is to make a profit, but there also are other latent reasons, like the need to be part of a community. By consciously recognizing and addressing the latent need for community as described in the First Law of Retail, you actually also support the stated reason and generate a positive financial outcome. 

			A Deep Understanding of Retailing = Success

			The Five Laws of Retail is not a “how to” book. It is not Retail 101. It won’t explain how to open and operate a bricks-and-mortar store or create an online site. (Although if that’s where you are in the retail process, The Five Laws will give you a solid foundation now, and also grow with you over the years.)

			What this book does offer you is a way to understand retailing at a level that can permeate all that you think and do: a kind of deep understanding that will lead you to success. It identifies and describes the underlying laws or principles governing the whole broad spectrum of activities that can be described as retailing. Once you know and understand them, these Five Laws will become your unerring guide on how to get things done, and will govern how you should carry out a great many tactical tasks. And they are equally applicable to a traditional department store, a medical office, a university teaching department, a church, an artistic enterprise, or whatever it is that you do. 

			You need to know this stuff. Everyone needs to know this stuff. 

			Alignment with these Laws should flow through all that you do. When you can use them in this way, your retail operation—whether a bricks-and-mortar store, an online store, a dentist’s office, a political campaign, or something else—will inevitably lead to getting something good back from following them.

			Why do I identify them as “Laws” instead of, say, “tips” or “good ideas” or “guidelines”? Because they are universally applicable. Like traffic laws, they apply to everyone. If you follow them, good things can happen, but if you violate them, there are likely to be negative consequences (such as bankruptcy). The Laws will always win. They can’t help it. It’s their nature. So it’s much better to learn about them and go with it.

			Illustrations, Stories, and Other Ways to Illuminate Your Understanding 

			On the page introducing each chapter, I’ve included quotations from a diverse range of people: Eleanor Roosevelt, Dante Alighieri, even Bilbo Baggins and Woody Allen, among others. These quotations are here to help you think in perhaps a different way and sometimes laugh. But mostly they’re in the book to demonstrate how all of these people—each in his or her own way—are retailing something. As Andy Warhol said, “Good business is the best art.”

			I also use stories to bring my points home. I learned the paramount importance of mythology and folklore back when I was digging up artifacts and learning what they indicated about their cultures. Stories are how we explain the world. Stories are what we share in order to bind the group together. The telling of stories is how we pass on values and information to new members of the community. I’ve picked up lots of wonderful, funny, and not-so-funny stories throughout my career in traditional department stores, chain discounters, and fine specialty brands, and I’ve put as many of them as I could get away with in this book. They may charm you, disarm you, or serve as a warning. In any case, they will likely bring the subject home to you in a way that facts and explanations alone could not. They will lodge in your memory even after you have forgotten, say, the formula for mark-up (though it would be good to remember that one). 

			Why Retailing Matters 

			The basic premise of retailing is that the service you provide is a “good”—a thing that you have and can offer to other people in exchange for something else, usually money. For our purposes here, we are not making a distinction between retail and wholesale, just as we don’t make a distinction between goods, services, ideas, or a performance of some kind. Each format is making an offer to exchange something for something else, and the same Five Laws apply universally. 

			Retailing is not just a pastime, a necessity, or a passion held by certain uniquely oriented human beings (though it can also be all those things). Retailing is human. It is hardwired into the human genome. The term can be used to describe many of the activities and enterprises we undertake, both as individuals and in groups (whether the group is as small as two or three people, or as large as multinational companies with hundreds of thousands of employees and customers). Either way, The Five Laws will apply. 

			Once you start reading this book, you will find out for yourself what I’ve indicated in this introduction: everyone is retailing something, including you. (As you will see in Part I, Chapter 1, “Everyone Is a Retailer.”) Throughout history, retailing has played a huge part in human psychology, interactions, and society, as well as the economy. Those people, institutions, and companies (including the royal family of England—at one point, King George VI even called the royal family “a firm”) who have applied The Five Laws (consciously or not) succeeded. Those who did not, failed. (Part I, Chapter 2, “A Short History of Retailing.”)

			A Sneak Peek at The Five Laws of Retail

			What are The Five Laws? Simple to say, more complex to do (and that’s why you need this book):

			 

			
					
1.	People First. When you put people first, good things happen. (This is where the Medici family went wrong.) (Part II, “The First Law” chapter.)

					
2.	Turn Is Magic. What to do and what not to do so your inventory turns into sales. (This is where a shoe store with an overstock of size twelve women’s shoes and and a shortage of size eights went wrong. And so did the grocery market of overripe bananas.) (Part II, “The Second Law” chapter.)

					
3.	The Power of Product. Your success as a retailer not only depends on the product, it is always about the product. (This is where the Ford Motor Company went wrong back in the late 1950s. Ever heard of the Edsel?) (Part II, “The Third Law” chapter.)

					
4.	It’s About the Retail Price, Not the Cost. How much you sell your product for is important, what you pay for it is not. (This is where the House of Dior—yes, that House of Dior—went wrong.) (Part II, “The Fourth Law” chapter.)

					
5.	Protect Your Downside. Retailing is inherently risky. You need to take appropriate steps before you take that risk and before anything bad happens—just in case it does. (This is where a once-successful ski equipment and apparel company went wrong.) (Part II, “The Fifth Law” chapter.)


			

			Retailing in the Twenty-first Century—
a Values-Based Way of Doing Business

			This is a perfect time to be a retailer (or to realize that you are one). The twenty-first century offers—and requires—something very different from retailing in the last century. 

			There has been a cultural shift of values in businesses and in society as a whole. It used to be thought that in order to be successful in business including retail, you had to be tough, hardhearted, calculating and focused only on results. In other words, kind of an asshole. And the corollary was also thought to be true: people who were cold and tough were assumed to be good at whatever they were doing. 

			But that is twentieth century stuff. And frankly, it’s over. The manifest values in twentieth century business, including retail, were about “leadership,” “customer service,” and “management by objectives.” It’s not that these values are gone. But inspired leadership, excellent customer service, and achieving objectives are no longer the end goal. Today they are the starting point, the price of admission. 

			In the twenty-first century, the most important values are authenticity, honesty, and community—these represent a journey worth embarking on.

			 

			
					
1.	Authenticity. In terms of both the product and human retail relationships, authenticity is immediately transparent and communicated. It cannot be faked.


					
2.	Honesty. In the context of The Five Laws, this isn’t about not stealing, or not doing accurate financial reporting. It’s about honestly facing the truths of a business—for example, “If the product didn’t sell this fall, it will not do better next fall.” 

					
3.	Community. This may be the greatest value of all. Community is about the people, employees, and customers who make up all the constituents of the enterprise. A well-conceived and well-run business that “puts people first” (The First Law) will create and sustain a positive community of happy participants. 

			

			Authentic Profit

			When you recognize The Five Laws, understand them, and act accordingly, you will be able to carry them out with success. This gives you/your organization strategic strength. And since The Five Laws do not apply in equal measure to every business or activity, you can pick them up in any order that interests you. There also are very simple and fun exercises at the end of each chapter that will help you apply each law to your own activity. 

			 In any case, an understanding of The Five Laws and the values that support them can just make you better at whatever you do. In so doing, you will enrich your own life and the lives of the people around you. 

			And that’s where you find real profit. 

			—George Troy 
Oakland, California

		


		
			 

			“We’re not a family, we’re a firm.”

			—George VI, The King’s Speech

		


		
			 

			PART 1

			 

			THE MEDICIS,
MACY’S,
AND YOU

		


		
			 

			“Being in business is the most fascinating kind of art. 

			Making money is art and working is art 

			and good business is the best art.”

			—Andy Warhol

		


		
			EVERYONE IS A RETAILER

			You are a retailer.

			In a very real sense, almost every human enterprise may be described as a type of retailing. Whether directly or indirectly, everyone is engaged in retail—in buying, selling, or trading of goods or services. Although the examples and stories in this book are drawn from my experiences in bricks-and-mortar stores and from history, whatever you are engaged in may be described as retail behavior. Everyone is selling something—a physician, a priest, a theoretical physicist, a hunter/gatherer, an Eskimo shaman, as well as employees in traditional stores. 

			Even the king of England can be described as a retailer. There was a great movie a few years ago called The King’s Speech. It was a very moving and personal story of King George VI and how he overcame his stuttering. In the movie, it was made clear that the royal family in England has a product to sell and a brand—themselves—accompanied by the royal visual presentation strategies: parades, crowns, coaches, castles, and other ceremonial displays. Their subjects are also their customers. These people are encouraged to “buy” into the product and the royal family’s brand. 

			I am not making a value judgment on the appropriateness of this particular business, nor do I intend to denigrate it. I am simply describing it as a retail enterprise, which may not be obvious or have been done before. I use this as one example because at first glance it may seem quite far removed from a traditional retail business, but in fact it illustrates very well that all of us are engaged in retail activity of one kind or another. 

			And of course, the royal family must protect their downside by playing their roles well and not misbehaving (thus applying The Fifth Law of Retailing, “Protect Your Downside.”) At one point in the film, George even says to his father, “We’re not a family, we’re a firm.” And that was way back in the early 1900s. He was right, and that term has stuck with them in the vernacular to this day. They are a “firm” (not unlike Amazon or the Gap), and The Five Laws that will be revealed in this book flow through their activities and priorities just as they do for Amazon and the Gap. It’s just that sales and profit are not so much the focus of exchange as acceptance and responsibility.

			A theoretical physicist, likewise, has a product to “sell.” In this case, the product is his theories. His customers are his peers—a very demanding market demographic. Academics present their products through publications and/or presentations at conferences, instead of in traditional stores. Still, they also have to put people first (thus applying the First Law of Retailing, “People First”) and deliver their presentations in a way that their audience will understand and, hopefully, “buy” or agree that the theories are correct. The theoretical physicist is engaged in the marketplace of ideas. 

			Shamans, Catholic priests, ministers, rabbis, mullahs, and other religious figures can actually be some of the most successful retailers. They too have a product to sell. And what a product it is—nothing less than eternal salvation! The markup on that one is very good. These religious people work hard to get as many customers as possible. Here, it is all about protecting your downside (The Fifth Law, “Protect Your Downside”), so that bad things don’t happen to you when “your time” comes. As a Catholic, I can tell you that the church used to be an even more blatant retailer by actually selling you a ticket to your eternal reward for cash. They called what they were selling “plenary indulgences.” These were sorts of spiritual coupons to erase any sins that you might have committed that would prevent your entry into heaven: “A coin in the coffer rings, a soul from purgatory springs,” as Martin Luther put it. He thought it was a racket, and he wasn’t buying it.

			The only people I can think of who are not retailers are hermits. If they are real hermits, they don’t interact with anyone else in any way whatsoever. But other than that, I can’t think of any activity or profession that cannot be described in some way as a “retail” activity. 

			Everyone has something to “sell.” No matter what activity you are involved in as an individual or a group of people (for example, a company), your activity involves getting other people to accept what you are offering and giving you something back in return. Often this is money, but not necessarily. It could be praise—acceptance that you are correct (as with the physicist). Or the “payment” might be the permission to keep all your privileges (as with a royal family). 
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