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Praise for Time to Get Real


“A hand of steel in a velvet glove is the best way to describe Julie’s journey. A must-read.”


—Diane von Fürstenberg


“Creating a tsunami in the fashion business is never easy. Julie managed to create a brand-new retail system to change the buying habits of high-end consumers. A genius modernization of how, when, and where people shop for the best products!”


—Tommy Hilfiger


“I could not put the book down because I watched from the sidelines as this visionary built an entirely new business model under the overwhelmingly misogynistic tech field. I remember meeting her at a Financial Times conference and I felt so honored that she knew me. What a badass as she controlled the room, fought back the bullies, and went up against some of the big luxury players who tried to stop her. We would not be anywhere in resale or sustainability if it was not for her genius. I am proud to call her my friend.”


—Daniella Vitale, CEO of Salvatore Ferragamo


“Time to Get Real is an insightful and inspiring read for any entrepreneur or business leader. Julie’s journey, from working out of her home to ultimately taking her company public at a billion-dollar valuation, offers not just practical advice, but also a rare look into what it takes to build something truly transformative. This book is a testament to the power of innovation, hard work, and staying true to your vision.”


—Congressman Ro Khanna


“Julie Wainwright’s debut book is a beautifully inspiring and powerful look into the world of entrepreneurship, innovation, and perseverance. Julie changed the way women shop by making luxury resale not only accessible but also a more earth-friendly, sustainable option. As a woman in tech, Julie’s journey is a testament to breaking barriers and leading with vision in an industry often dominated by men. In this book, she shares the highs and lows of building a groundbreaking business from the beginning, offering invaluable lessons learned along the way. This book is an entertaining must-read for entrepreneurs, women in business, and anyone interested in sustainability and the power of reinvention.”


—Julie Gilhart, founder and president of GILHART & Co.


“Funny, tough, generous, and honest, Julie Wainwright is every woman’s ideal boss and any female entrepreneur’s North Star. Part tell-all memoir, part how-to playbook, Time to Get Real is a page-turner that disrupts the business-book genre—just like The RealReal disrupted the global fashion system.”


—Amy Fine Collins, editor-at-large at Air Mail


“Julie is a force of nature. She combined her knowledge of luxury products, brand affinities, and e-commerce to start The RealReal and then grow it into a public company. Today, The RealReal is the world’s largest luxury consignment marketplace because of Julie Wainwright and her resilience.”


—Maha Ibrahim, general partner at Canaan Partners


“In a world of deepfakes, Julie Wainwright is the rare authentic deal. If you are a founder who wants to know what happens for real on the journey to build a category winner, this is the book for you.”


—Keval Desai, founder of SHAKTI VC


“True resilience is not just rising after the fall; it’s daring to rebuild on your own terms. Julie created not just a company in The RealReal, but a legacy that no one can take away.”


—Ann Winblad, founder partner of Hummer Winblad Venture Partners


“I absolutely love this book. Julie’s entrepreneurial journey is nothing short of inspiring. She demonstrates how, through hard work, passion, and unwavering optimism, it’s possible to go against the odds and to turn adversity into triumph and transform setbacks into true success. I highly recommend this book to every entrepreneur.”


—Payam Zamani, USA Today bestselling author of Crossing the Desert
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Disclaimer: This memoir is based on the author’s personal experiences, notes, and recollections. To protect the privacy of individuals mentioned, some names and identifying details have been changed or omitted. Dialogue presented in this book reflects the author’s best recollection of conversations and is intended to convey the essence of those interactions. The events and experiences described are subjective and should be understood within the context of the author’s perspective.
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This book is dedicated to my father, who started his own business at the age of twenty-eight with four young children and a very sick wife to care for. His passion for creating something new every day, his curiosity, and his humor inspire me to this day.


It is also for my dear friend, Kathryn, who fought one cancer after another and sadly left us in late 2023.


And it is for every entrepreneur who takes a risk to believe in themselves and to create a business against all odds.










Preface



Without leaps of imagination, or dreaming, we lose the excitement of possibilities. Dreaming, after all, is a form of planning.


—Gloria Steinem


My father told me this story: When I was three years old, we lived on a lake near Kalamazoo, Michigan. My father’s favorite way to relax after work and show off was to water-ski around the lake a few times, still in his suit and tie. One summer evening when he was having his hot dog moment on his trick skis, he saw me wandering down the dock with every doll I owned cradled in my arms. My mom was nowhere in sight. He watched as I walked right off the end of the dock. All he could see were my dolls floating away. Somehow, he signaled to the boat driver to get him back on land. He was sure I had drowned. Screaming for my mother, he raced down the dock and looked over its edge. What he saw was me looking back at him. I had pulled myself up and was clinging to a lower board under the dock.


I am not sure why he told me this story when I was in my fifties, except maybe to remind me that, even as a toddler, I found a way to save myself. And maybe he wanted me to know that we all have everything we need inside ourselves to move forward in life despite what knocks us down.


Why am I sharing this anecdote?


It speaks to defying the odds, which every entrepreneur does. This is an entrepreneur’s story.
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Here’s a little bit about me. I was born to two artists. My mother and father met at the Chicago Academy of Fine Arts College in the 1950s. My mother wanted to be a fashion illustrator. My father wanted to open his own art and design business. My mother dropped out of college to marry my father and, after a very rough start to their marriage, ended up having four children by the age of twenty-eight. I am the oldest. My father opened his own art and design business before he turned thirty. My mother’s life was pretty much over around the same time. She became ill after giving birth to her fourth child, my sister Sherry, and was hospitalized for a while. We, meaning mostly me since the other children were too young to understand, were told by my father that she was dying. I was eight years old. He asked me to step up and help take care of the family. My mother didn’t die then, and it took another eight years of strange symptoms to accurately diagnose her with multiple sclerosis (MS). There were minimal ways to treat MS at that time, and they mostly centered around pumping a person full of cortisone. My mother was in a wheelchair in her forties and was put in a twenty-four-hour care facility in her early fifties. When she died at the age of sixty-two, she was a shell of a person. She had advanced dementia, her bones were protruding and mangled, and only once in a while did she recognize any of us. She seemed mostly scared.


Before she slipped away from us, it wasn’t all sad times. My father and mother liked to find their fun. We all had motorcycles, which we rode mostly off road, and we had a few go-carts to race around the driveway. My father had an annual badminton tournament that morphed into a tennis tournament after a few years. He designed custom Wainwright Invitational T-shirts for the players. We made our own wine with labels designed by both parents. The wine probably was undrinkable, but the labels were cool. We went on fun vacations every summer until my mother was unable to do so. We laughed a lot, and I developed a somewhat dark sense of humor.


My father loved his business, and I loved hearing about it. His clients were mostly national brands, like Kohler, Flintstones vitamins, Alka-Seltzer, Studebaker, and his favorite, the University of Notre Dame. He had a small team of artists on payroll and a partner who was a very good graphic designer. My father was the main salesperson for his firm, Wainwright Raber, and a great illustrator. He enjoyed talking about what was “on the boards,” how his company’s designs solved marketing problems. And he thoroughly enjoyed showing all of us the Easter eggs he put in the crowd scenes.


When I look back at my life, my mother’s MS clearly had a significant impact on me. Beyond giving me the gift of resilience, it also had a profound impact on my college choice and my first major choice. I applied to Purdue University and was accepted before I started my senior year of high school. Why Purdue? I wanted to study pharmacy and drug development. Somewhere in my psyche was a buried desire to help find a cure for MS for my mom and others with this horrible disease. It sounds like it was a conscious decision, but it was not. Drug development felt creative and important. And I was good at math and science. This decision was bound tightly to another unconscious decision: I did not want to be an artist and compete with my father. And yet, I had talent as an artist. From a young age, I had been painting and drawing daily. At the age of twelve, I was shepherded into a young artists’ program at Indiana University’s extension school in South Bend, which took place in the evenings.


So, off to Purdue University I went to dive into the study of pharmacy. After a year of classes, I decided that pharmacy was not for me. I didn’t want to work in a retail environment, meaning a drug store, and even though I loved chemistry, especially organic chemistry, I neither wanted to get my PhD in biochemistry nor stay in school that long.


During this time, I was also involved with a young man who was a graduate student. He had an undergrad degree in agriculture and was working on his master’s degree in business. We met the first day I arrived at Purdue and started dating soon after that. It took a couple of years for him to confess that he had paid someone to get my class schedule and was stalking me. This made total sense once he confessed because we kept running into each other almost daily . . . a hard thing to do in a school with thirty thousand students. It feels creepy now, but at the time, I was impressed with his initiative. He said it was love at first sight when we met.


This man and I ended up getting engaged during my sophomore year. During that year, I was also trying to pick a new major. I wanted something that I loved and was good at. I was also doing his graduate-level marketing homework, as he was struggling. He kept getting As on my work. And I loved the classwork. I had found my calling and would soon change my major to business.


Just like my mother before me, I dropped out of college after my sophomore year to get married. Unlike my mother, I planned to go back to college once my fiancé completed his graduate studies and was settled in his new position. So, in May 1977 after completing my Spring courses at Purdue, I rented a small apartment in Carmel, Indiana, to be closer to him and his family. I wanted to make some money prior to our November wedding, and his father made me an offer I could not refuse: a position working for Delco Remy, a General Motors manufacturing plant, riveting Monte Carlo rear bumpers. And, with that position, I would be joining the United Auto Workers, Local 663. His father was general manager of the plant, and this plant was deploying new technologies to make the first polyurethane/soft bumpers. They had lots of manufacturing issues bringing these bumpers to the market, and they needed extra labor. So, I took a position as bumper riveter on the line. I stayed in the job nearly six months. During this time, when my fiancé’s father would explain the challenges of introducing new technologies and shop floor automation, then discuss the solutions they were attempting. Learning from him was an incredible experience, and while I knew I didn’t want to go into manufacturing as a businessperson, I loved the complexity of it.


I never did get married. I called off the wedding about thirty days before it was supposed to take place. For a week, I walked the wedding invitations to the mailbox and just couldn’t put them in. I kept feeling that my life would get too small if I married that young.


After I called off my wedding, I re-enrolled at Purdue with a new designated major, business with an emphasis in marketing. I soon realized that I had been in marketing training all of my young life. My dad had been indirectly training me on consumer marketing. He would often bring home examples of consumer packages or sales promotional artwork that his business had done. Then he would discuss why these designs worked or didn’t work once in the market. Meaning, the new package, for example, either increased sales or it didn’t, and he explained the key reasons for the results. This served me exceedingly well once I was back in college.


I took as many graduate-level classes as I could and was excelling in almost all of them. My professor of consumer psychology said he had never met anyone like me, and he emphasized that I was far ahead of the class and better than any student he had taught. I loved his class and felt like everything he was teaching was common sense. Most likely, I had come to the class with the magical ten thousand hours of learning about consumer marketing from conversations with my father. This professor helped me secure my first job, at Clorox in brand management. I was only the second undergraduate they had ever hired. I started in January 1980.


After nearly three years at Clorox, I left for the personal computer software industry and never looked back. I joined Software Publishing Corporation, one of the first companies in personal computer software. When I resigned from Clorox, the general manager said something like, “I could raise the price of Clorox bleach by half a cent and make more money than Software Publishing will in three years.” My reply: “Okay, well, I’m young, and if it’s a mistake, I’ll figure something out.”


Software Publishing was an amazing opportunity for me. Within three years of joining the company, I had moved to London to set up the international division for the company. This position required me to create partnerships for codevelopment and marketing around the world. I was in Paris, Munich, Milan, and Barcelona weekly, and I traveled to Singapore, Hong Kong, Taipei, Auckland, and Sydney every quarter. My immediate supervisor was let go, so getting the international business launched and growing was left to me. This position honed my ability to set the right priorities for the best results. It also broadened my worldview.


I was living in London in my late twenties and early thirties during this six-year period. I also was keenly aware that I needed to decide whether I wanted to have children; the proverbial clock was ticking. My first step: I made a conscious decision to date, which at first seemed more like real work and less fun than the work I was doing. Then something clicked, and having a partner and maybe having children, my own family, became a priority for me. I made time to date and meet new people. I met my future husband through friends when I was thirty-one. Within two years, we had married in London and soon thereafter relocated to the United States.


After we left London, we settled down in Northern California. I worked as vice president of sales and marketing at Berkeley Systems, the originator of the Flying Toasters screensaver and, eventually, You Don’t Know Jack, the bestselling game of the year in the late 1990s. I was soon promoted to president and then CEO there. After the company was sold, I joined Reel.com, the first company to sell movies online, as the CEO. Once that was sold, I was asked to take the reins of a new e-commerce company, a start-up. A young founder was running this new company out of his apartment in Los Angeles. The year was 1998, and the company was Pets.com.


Pets.com was a website that sold pets supplies, one of the first and certainly the best funded. Think Chewy.com but better and twenty years earlier. (I might be a little biased.) Pets.com rose to fame because of its great puppet mascot and television commercials, especially the ad that ran during the Super Bowl in 2000. That ad was voted the best of the Super Bowl by USA Today and helped accelerate sales. With mismatched button eyes, safety pins holding its ears on, and a Timex watch for a collar, the sock puppet became a celebrity, thanks to its charming, and sometimes naughty, personality. The puppeteer’s arm was visible throughout the commercials. Voiced by actor/comedian Michael Ian Black, it was funny and irreverent. It was a crazy time in the internet world with many business-to-consumer companies being funded because of the rise of Amazon.com.


I took Pets.com public in early 2000. By the end of 2000, I was shutting the company down and returning money to shareholders after paying off our liabilities. I did this because the industry was facing a moment when unprofitable companies could no longer get funded. Pets.com needed to raise about $100,000,000 to reach profitability. The funding dried up quickly after Amazon, as a public company, reported a loss of nearly $900,000,000 in the last quarter of 1999. The markets and the technology investors went from rewarding those companies that spent to establish prominence and gain market share, known as a land grab, to expecting instant profitability. The market felt like it changed overnight, and the funding window closed. Pets.com was about twenty-four months from profitability, and I didn’t see a way to bridge our need for funding. After consultations with the board, bankers, and the SEC, I shut the company down. Over one thousand companies folded over the next twelve months. Those one thousand companies included a company called Webvan, the precursor to Instacart. Webvan had raised more than $1 billion and had burned through all its cash by the time it shuttered its doors. It lost the most amount of investor dollars ever experienced in the venture world by a factor of at least two times. But despite this, Pets.com became the symbol of dot-com craziness.


In fact, the Pets.com’s puppet and the company became the face of the dot-com bust. And I became persona non grata in the technology industry. Some chat boards and one pundit called me the dumbest person in the industry. My husband asked for a divorce during this time. He picked the day I was shutting down Pets.com to leave me. I was shattered.


I was forty-two years old. I did not have children, but not because I hadn’t tried. I just wasn’t committed enough to try extraordinary measures. After my husband left, I had to make a hard decision fast. Have a child on my own or not have children at all. I decided after many discussions with friends and therapists not to have children. That was a tough decision that still makes me sad at times, but I still believe it was the right one. I couldn’t have imagined how difficult my life was about to become. Having a child would have added tremendous pressure. Or at least it felt that way at the time.


Pets.com defined my career in a way I could not have imagined. It was a failure, and the technology industry does not like failures, especially public failures.


I let it define me until I didn’t.


What I didn’t realize until years later was that experience, that big public failure, had oddly freed me from worrying about failing again. I had lived through those disasters, and if I failed again, I’d survive again. I hadn’t started my own business before because I was afraid of failing. Now that fear was gone. It had evaporated. And so did my opinion that the entrepreneurs getting funded for their start-ups were all brilliant, much smarter than me. My early image of myself was that I was just the person to operationalize a founder’s brilliant ideas. I also thought that I still had so much to learn before I could start my own business. Both were excuses for my fear.


Here’s what you need to consider: If I could start a business at the age of fifty-two, you can, too. You, too, can go against the odds.


And it certainly does not have to be within the venture capital system. However, that is how I funded The RealReal, and it worked for me despite the odds.


If this book helps you understand that and inspires you, mission accomplished.


This is the story of The RealReal, a company that changed the fashion industry, changed perceptions of wearing previously owned items, and raised awareness about the importance of recirculating goods for the environment. This is the story of a company that I started in my kitchen, dining room, living room, almost every room in my house, and built to over $1 billion in top-line revenue.










Chapter 1



The Truth Hurts


I sat down with my three dogs—Betty, Louie, and Mo—on either side of me, a glass of wine in my hand, and stared out to Angel Island and Raccoon Straits as the fog rolled in over the Bay. I was looking for my next gig and had just come from a meeting with a tech recruiter, who I’ll call Mr. Cupid. To put it mildly, I got no love from Mr. Cupid. I asked him why every opportunity that came my way was horrible, simply the dregs. Each company was a turnaround. The quality of their teams was poor, and the quality of the venture capitalists investing in them was just as bad. He looked me squarely in the eyes and said something like, “You are only as good as your last gig, and your last gig was horrible. You are close to being unemployable in the Valley.” I was so shocked at his candor that I don’t even remember exactly how I responded. All I remember saying was that Pets.com was years ago, and he said, “And what success have you had since then?”


I don’t remember how I got home, either. Clearly, I drove myself because my car was in the carport when I went out the next morning, and Uber hadn’t been invented yet.


I could not escape what had happened nearly ten years before. On one single day, everything changed. On that day, I shut down Pets.com.


Mr. Cupid made it clear that my career in Silicon Valley was over. On some level, he said, I was clearly deluding myself to think I could still get a good CEO position in the industry. He set me straight, it was not going to happen. I might be offered a turnaround.


He said what I knew to be true. I didn’t want it to be so, but he verbalized my reality and reinforced my fears. The clarity smacked me in the face. I could not waste more time and burn through more money. I had to do something different.


I simply couldn’t go on more interviews for positions that would suck my soul out of my body. I knew I was done with that phase of my life. But where to go next? I had tremendous energy, was extremely healthy, had deep experience, and knew how to get the most important things done and hire great teams. Yet none of what I had to offer seemed to be of value to early-stage companies or, more significantly, to their investors.


As is the case for many women, my career progression in technology positions had always been hard. The only reason I had risen to the level of CEO was because I had joined a company that was failing, and I developed a plan to turn that company around—and it worked. That company was the software innovator Berkeley Systems. If my plan hadn’t worked, I wouldn’t have had any future CEO opportunities. But it did work, and I happily took my next job as the CEO of Reel.com, the first site to rent movies online. That business had a successful outcome for investors, and I was offered my next CEO opportunity, to be CEO of Pets.com, the online purveyors of pet supplies. And that is when the music stopped.


I called my friend Kathryn later that Friday night. Could she hike Mount Tam with me tomorrow? I really needed to talk to her. I needed her perspective. Kathryn had worked with me at Berkeley Systems and Pets.com. She knew me well, and I knew she would be honest. We met in the parking lot by the horse stables at a trailhead in Mount Tamalpais State Park in Marin County, not far from my house on Belvedere Island. The air was crisp, and the hike was strenuous and straight up. But the payoff was worth it. The views at the top were of San Francisco, the Golden Gate Bridge, Sausalito, Tiburon, San Rafael, and the Richmond–San Rafael Bridge.


“So, what choices do you have?” Kathryn asked as we headed up the trail.


“Start my own company or move to Arizona and sell real estate and become a yoga instructor.”


“You hate yoga.”


“Hate is a strong word. It just feels like a cult.”


“Do you have any ideas for a new business?”


“Nothing,” I told her.


“I know you can start your own company. You’re a good leader. You can do it. The industry is brutal to women. So what! You have never let that stop you before. I know it can be odd and isolating being the only woman in the room. I know when we fail as women, we fall further and beat ourselves up longer. I also know how you run and build companies. You can do this.”


“I guess I’ll have to figure it out. Or I won’t. But I have to try. At some point, I am going to run out of money.”


“Yep, that is a concern. Money is important,” she said. “The divorce hurt, I know. Giving away half of what you worked for feels wrong, especially when your husband didn’t financially contribute. I’ve been there, I know.”


I appreciated her sympathy and understanding. It’s what I needed to hear.


“Money is a big concern. I’ll have to give myself a timeline for success.” As we rounded a curve in the path, I added, “I need to go home and develop a framework before I take some action. I did the math. I’m going to run out of money in less than two years. That is a long time on some level. And really scary on another level. I don’t have the luxury of finding my way toward success. I am going to have to nail it.”


“You need to try,” she said reassuringly.


I could not imagine that, within the next two years, I would be starting on the journey of a lifetime. All I knew is that I couldn’t keep doing what I had been doing.










Chapter 2



From Oh No to Oh Yeah


I started on my business journey in the fall of 2010, ten years after the dot-com bust. The dot-com bust was in 2000. That was followed by the terrorist attack on the Twin Towers on September 11, 2001. Both events created an economic shock, but it was nothing compared to the 2008 collapse of the home-lending market. That collapse led to a great recession in the United States and worldwide. More than eight million jobs disappeared overnight. People lost their homes because of increasing interest rates. The economic shock had a long tail, and by late 2010, the US economy was slowly pulling out of one of the toughest economic times it had experienced since the Great Depression. And I was slowly pulling out of my own personal tailspin, highly aware that my cash runway wasn’t very long.


It was prudent for me to consider a plan B. It was pragmatic, although bleak. Whatever plan A I came up with, I realized it would have to be completely different from the career I had known for more than twenty-five years, being a gun-for-hire in an exciting, well-funded company. I knew deep down that I had to try starting my own company. I loved entrepreneurs. I loved their start-up stories. I admired them. I wanted to be one of them because they charted their own course. They knew what they were made of, and they believed in themselves.


I knew for sure that I wanted to get back into e-commerce. I love hearing the cash register ring. It’s thrilling to know that people are buying what you are selling. I believed I had a deep understanding of consumer psychology, specifically what motivates someone to do something. Fortunately, the cost of testing a concept and getting a business going had dropped considerably over the last ten years.


In 1999, when I took over Pets.com, setting up a server farm and writing code for the required software were extensive and expensive. You could have easily sunk $3 to $5 million into a prospective business before you even opened your virtual doors. We did burn close to that amount of capital at Pets.com. The arrival of open-source software, whereby engineers share their source code, allowed for an exponentially quicker and more efficient development of software. But as open-source software was still in its infancy in 1999, every piece of code for Pets.com had to be original. Before then, engineers everywhere were writing similar code to do similar things. Once the open-source mentality was adopted, it accelerated the personal computer software industry immeasurably, although of course, initially, no large company wanted to participate or allow their engineers to share code. Now it was 2010, and I was pretty sure I could get a site up for between $100,000 and $200,000, a fraction of the software and hardware costs of 1999. This meant I could get going and test a concept without outside funding.


The big question was: What could I do that was distinct and salient to consumers?


I knew it had to be something that Amazon could not do. So, I developed a list of things Amazon could not do. That list was short.


Amazon hadn’t shown the ability to develop branded products that could be sold on its platform. This had to be an opportunity. Whatever I did, I knew that I would focus on branded products with a higher perceived intrinsic value than that product’s actual cost. Under this heading, I had three product categories that were interesting to me and better for people or the planet. The first was organic makeup and its adjacent category, organic hair products. I had lived in the United Kingdom when it was part of the European Union, and I understood the strict regulations for any ingredient that goes on or in your body. Makeup and hair products in Europe had far fewer carcinogens than any products manufactured for the US market. This made them less effective but, in theory, safer. I wondered if a truly organic makeup or hair-product line could be formulated for the US market and then sold directly to the consumer.


Along the same lines, I thought about cleaning products. I had deep knowledge of the space from my days at Clorox in its cleaning products division. Only one brand, Seventh Generation, was staking the earth-friendly claim at that time in the United States. Surely, there was room for another.


Finally, I was aware that Amazon could not sell luxury products on its platform.


These three areas were the only ones on the short list for my potential new venture. Meanwhile, to hedge my bets, I put my house up for sale. The Arizona yoga plan was still in play. The housing market was in a slump due to the savings-and-loan collapse, so I figured it might take more than a year to sell my house, by which time I would have depleted half my cash. I was always doing the cash-in-hand math.


With my house sitting on the market, my next step was to explore each of the areas that I had identified. I quickly dismissed the luxury category because I wasn’t about to start a new luxury brand. Diving deeper into the organic makeup line concept took more time. There were several makeup companies that produce brands for others with labs that anyone with capital can leverage. They developed to your specification and had in-depth knowledge of the ingredients and the chemistry for each type of product. In discussions with a lab, it became clear to me that makeup wouldn’t be shelf stable without nonorganic chemicals in them. So, although one could claim their product had “natural” ingredients, truly organic was impossible. And “natural” was such an unregulated term that it could easily be bastardized by anyone. Also, this is a category that has a low barrier to entry. With another $50,000, I could test a series of products—but so could anyone else, and I didn’t have a hook. I didn’t have a way to enter the market that was unique, differentiated, salient, and defensible and that had large potential. These are the most important components for any new business to succeed. I hadn’t totally given up on the makeup and hair product categories, but I didn’t see a way to win.


My next investigation led more deeply into good-for-the-planet, safe-for-the-user cleaning products. I tried the existing products on the market, including the Method line that had suddenly shot to fame and success. I loved that brand, but it wasn’t claiming anything special. It was seemingly safer to the consumer and packaged in much cooler bottles, but it did not claim to be organic or natural.


So, where to go next? I was now ambling into late October. There were only a few people interested in seeing my house. The recession of 2008’s long tail was not my friend. It was a buyer’s market.


I was certainly concerned but not worried yet. I loved a good Gordian knot, and I still had time. Having plan B underway gave me some comfort and a lot of motivation because I hated plan B.


October rolled into November. By then, I had decided that none of my original plan A ideas would work easily, if at all. I still wasn’t panicked. I kept thinking I should be. What made me anxious was thinking I should be anxious, and I wasn’t.


And then, while I was shopping with a friend, the light bulb switched on. The concept literally came together in a split second.


My friend and I were shopping in her friend’s boutique in Menlo Park. The store had top new luxury shoe brands like Louboutin and Fendi in the front and an area in the back called The Vault. The Vault was stocked with beautifully merchandised, consigned luxury goods. There were some Chanel suits, some Louis Vuitton and Gucci handbags. Elegantly styled mannequins displayed Alexander McQueen and Alaïa dresses. Vintage Saint Laurent baubles were enticingly arranged along with Chanel earrings and necklaces in glass jewelry cases.


Much to my amazement, my friend spent the whole time shopping in The Vault. We had shopped together many times before, and I had never seen her buy resale. Once we stepped out of the boutique, I began interrogating her.


Had she ever shopped in a consignment store before?


“No,” she stated firmly. “I never would. They smell, and I don’t want to sort through the racks to find the really nice things.”


Would she ever shop on eBay?


“No, too many fakes.”


Had she ever consigned?


“No, too hard.” She gave things to her sister or put things in storage.


Then why did she buy resale now?


“Everything is beautiful in this store. I trust the owner that these are not fake. Everyone likes a deal on Chanel, Louis Vuitton, and Gucci.”


Boom! It was like a lightning bolt. I had it. The idea I had been looking for. From there, the business crystallized quickly. The luxury market was my category. I had already researched it and knew the primary luxury market earned more than $200 billion worldwide, historically showed fast rebounds after recessions, and had great growth numbers. Now, I just needed to research the existing competition in the resale market and look in my own closet to see if I had any luxury goods to consign.


Here’s what I knew from the excursion to the boutique with The Vault. First, the luxury resale items were all beautifully merchandised as if they were new. Luxury brands spend millions of dollars each year to transport the buyer to a world of glamour and sophistication. They tell you a big, aspirational story. The owner of the boutique had preserved that fantasy with the clever way she presented each item. I called it “keeping the romance alive.” My new business would have to keep the romance alive, too. I knew I would need a merchant to do this. I’m not a merchant, but I thought I would know one when I saw one.


Second, the items were priced about 40 percent off the original retail price. It felt like a real deal. Resale had to be a great value. I understood that, over time, the marketplace would set the price and that my new company would set the price based on the marketplace. Consumers could not set their own prices. This would be an interesting tactic, never attempted online before. For example, eBay’s posters always set their prices. If I allowed this in my new company, nothing would ever sell. Suppose you bought, for example, an Armani gown for $3,500, which is a lot of money. You might think you could sell it for $3,200 if you had only worn it once. But what if no one would pay you that amount for the dress? How long would you keep the price at $3,200? What if someone else wanted to sell the same dress for $500 and it sold in forty days? Would you even know that was the price point that people are willing to pay? You would not. But by setting up the database and data tags correctly, the new business would know the optimal price.


The beauty of an aggregation of buyers on the internet is that they will vote for the correct price with their dollars. The average person doesn’t have access to that kind of data. But I knew my new company would over time. The data would allow the company to price things to sell within a ninety-day window. The data would also indicate the trends of a brand. Controlling the price and using data to set the price would also keep people consigning because when their things sold quickly, in theory, they would be encouraged to keep consigning. This should have the critical effect of keeping inventory levels low at the operations centers. Controlling pricing would also allow the new company to be transparent about what brands are hot and what brands are not.


For example, basic Armani garments have not been hot since the formation of The RealReal. In this instance, Armani was being resold in other places for pennies on the dollar when I started The RealReal. Someone would be lucky to get $500 for an Armani women’s suit, originally priced at $2,500. This is not a reflection of the designer’s talent—it is only a reflection of what people are willing to pay for it in the secondary market. The online reseller marketplace is the truth teller.


In the beginning, I would not have a deep dataset of information, so I would have to price against a known quantity, which at that time meant eBay. Pricing slightly less than a consignment store or eBay would be my entry point. Competitive pricing combined with a higher commission rate for the consignor would presumably encourage both the supply and demand sides of the marketplace. The resale items in the Menlo Park boutique were in very good condition. No odors and few marks on the interior or exterior of handbags. Condition was crucial, so there would be smaller rejections of consigned items. I knew I needed to solve that problem upfront.


The last and maybe most important factor for success had to be trust. Trust was imperative. My friend trusted the owner not to sell fakes and to take care of her if she was unhappy. My new company had to engender trust and establish a system for authentication. I needed to see how difficult the process was and how I could make it easier. It was clear that I would be building a service company, and I had to reduce the friction and figure out how to obtain the most desirable product easily. Ultimately, though, my idea was all about the product, and I needed a product acquisition strategy.


When I returned home that same afternoon, I wrote down everything that I had observed along with the outline of the key differentiators that would eventually result in The RealReal.
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