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The Rules

INTRODUCTION

PART ONE: MANAGEMENT

| Have a vision.

7 Manage for Main Street, not Wall Street.

3 Tactics are different from strategy.

4 'The fish stinks from the head(quarters).
5 Timing is everything.

6 Make sure you have a big enough boat.
7 Read more than just trade journals.

8 Travel.

9 Visit the competition.

10 Kill the sacred cows.

11" Disrupt from within.

12 All in.

PART TWO: MARKETING

13 “Compete”is a verb.

14 Narratives sell.

15 Local sells.

16 Sampling works.

17 Use theater.

18 Be a resource for information.
19 Be first, best, different.

20 Don't get boxed in.

21 Good enough is never good enough.
22 Nurture your brand equity.

23 Be transparent.

24 “Values” means one thing. “Value” means another.

25 Value doesn't necessarily mean cheap.
26 Anybody can beat you on price.
27 Cultivate word of mouth.
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The Rules

28 Social media is your friend. Even when it isn't. 59
29 Never give up an advantage. 62
30 'There’s no such thing as an unassailable advantage. 64
31 Special is as special does. 66
32 Create brand intimacy. 69

PART THREE: CUSTOMERS

33 'The boomerang principle. 73
34 Most customers are not out to screw you. 75
35 Knowledge is power. 77
36 Treat your best customers better than everyone else. 80
37 Surprise your customers. 82
38 Make every customer a regular. 84
39 Don’t mistake bribery for loyalty. 86
40 'The customer is always right . .. enough. 88
41 Love even the curmudgeons. 90
42 Listen. 92

PART FOUR: OPERATIONS

43 The front lines are where the action is. 97
44 A farmer’s best fertilizer is his shadow. 99
45 The little stuff matters. 101
46 You have to do it again and again and again. 103
47 Practice nepotism. 105
48 Empower employees. 107
49 Trust. 109
50 Hire for attitude. 111
51 There’s no such thing as a second first day. 113
52 'The final rule. 115

CONCLUSION 117



RULE

Have a vision.

LEADERSHIP SHOULD BE able to sum up its goals
for a retail entity in one sentence. Or a couple of
short sentences. Really short sentences.

That’s vision.

Asin...

“To be the world’s most respected and successful
designer, manufacturer and retailer of the finest
Jewelry.”

—Tiffany & Co.

“T0v be the premier quality food retailer in the world.”
—Publix Super Markets

“Our wvision is to be earth’s most customer centric
company; to build a place where people can come to
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ﬁnd and discover anything they might want to buy
online.”

—Amazon

“Our goal is to provide outstanding service every
. »
day, one customer at a time.

—Nordstrom

“We treat strangers like friends and friends like

fami/y. ”
—Bob Evans

A strong vision sums up priorities in just a few
words. The vision may have to do with products,
or employees, or customer service. But this simple
statement is like the North Star—a fixed point that
allows you to navigate successfully through almost
any situation.
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RULE

2

Manage for Main Street, not Wall Street.

I'M NOT HERE to suggest that the investor class
should be ignored. Far from it.

I'd argue, however, that in these times of intense
and increased competition, investors and analysts,
as well as boards of directors, need to adjust their
expectations about CEO priorities when creating a
successful and sustainable business model.

Jim Sinegal, the former chairman/CEO of
Costco, always said that he was not going to pay
attention when analysts suggested that if he would
just raise prices a bit, increase margins a smidge, and
pay his people a little bit less, he could boost profits,
which would result in a higher per-share price.

No, Sinegal said. His job was to make sure
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shoppers would continue to buy from Costco, which
meant keeping prices as sharp as possible, and to
make sure that employees were buying into the
Costco vision, which meant paying them a living
wage and providing generous benefits.

Take care of Main Street, Sinegal said, and Wall
Street will take care of itself. (He was right.)
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Tactics are different from strategy.

I ONCE SAT through a regional retailer’s meeting
about strategy and tactics. As an outsider, I was
hired to serve as a “B. S.” detector (their phrase),
keeping them honest and focused about what
needed to be done.

The company’s CEO stood up and said, “Today,
we're going to lay out 137 strategies for how we are
going succeed in the coming year.”

I raised my hand.

He looked at me, surprised. “Already?”

“Yup,” I said. “You can’t have 137 strategies. And
even if you did, there is no way you can act on them
all in one year. Most great companies have a few
strategic imperatives, and then create tactics through
which those strategies are implemented.”

The vast majority of the company’s “strategies”
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were, in fact, tactics (134 of them, if I recall correctly).

Do you know the difference between strategies
and tactics?

“Improve customer service” is a strategic goal.
“Have checkout personnel greet customers by name
whenever possible” is a tactic you employ to reach
that goal.

“Get customers to come into the store more
often” is a strategic goal. “Create a loyalty program”
is a tactic.

“Encourage customers to purchase more each
visit” is a strategic goal. “Cross merchandise”is a tactic.

Get the difference?
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RULE

4

The fish stinks from the head(quarters).

THIS ONE IS inspired by one of the world’s iconic
retailers, Feargal Quinn, founder of the Superquinn
chain of supermarkets in Ireland.

From the beginning, Feargal established that
Superquinn’s main office would not be known as
“headquarters.”

Nope. In fact, if anyone on the executive team
referred to that office as “headquarters,” they had to
pay a small fine.

Rather, that building—where all the top execu-
tives had desks and chairs and conference rooms—was
officially known as the “Superquinn Support Office.”

Because that’s what they did: Supporz the stores.

Feargal understood that a headquarters-cen-
tric retail business was one that by its very nature
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would have inappropriate priorities. By formalizing
the company’s priorities in two words—“Support
Office”—he made sure that everybody’s eyes were on

the right ball.
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RULE

S

Timing is everything.

RETAILING IS KIND of like surfing. You have to
catch the wave in just the right way, or you fail.

Consider the case of Borders in 2001, which didn’t
understand the then-nascent appeal of e-commerce.
Rather than investing in it, Borders decided to out-
source its online business to a little Seattle company
called Amazon.

Or the case of Circuit City, which totally mis-
read the marketplace—it opened too many stores
throughout the 2000s; it stopped paying commissions
to salespeople in 2003, who then stopped being as
productive; and it became reactive to the marketplace
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with little evidence of innovation. It missed the tsu-
nami created by the Apple Store.

Or the case of Blockbuster, which was so con-
sumed with building its video rental business with
stores around the country that it missed the competi-
tive threats from new companies like Netflix in 1997
and Redbox in 2002.

Compare this to Staples, which is trying to
remain relevant today by upgrading its online busi-
ness, closing unproductive stores, offering in-store
pickup the same day as products are ordered online,
and rolling out touch-screen kiosks in stores to offer
a broader array of products.

It is too early to know whether Staples will suc-
ceed, or if it is too late. But unlike Borders, Circuit
City, and Blockbuster, it is still out there, paddling

away, trying to catch the wave.
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