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I am always on the lookout for interesting stories, stories that need to be told. Most
of my favorite stories are about people, and many of them are relatively unknown or
untold. My own love of business, retailing in particular, leads me to many of them.
Here is one of my favorite stories, largely condensed from John Ingham’s excellent
Biographical Dictionary of American Business Leaders, a four-volume set that I keep
by my bedside.

Lazarus Straus was born in 1809 in Bavaria, Germany, son of a wealthy Jewish
landowner who had provided oats and clover to the horses of Napoleon’s army. The
son traded in grain, but he also backed the liberal reform movement of Carl Schurz in
1848. After those efforts failed, he decided he could no longer live in Germany, so he
migrated to America at the age of 43, leaving his wife and four kids behind until he
found a home for them. He first met German friends in Philadelphia, who suggested
he seek his fortune in the south, so he united with the Kaufman brothers of
Oglethorpe, Georgia, operating a number of roving peddler’s wagons in the area. He
then opened a tiny store in Talbotton, Georgia, finally bringing over the family two
years after his own arrival. He never made much money from the store, but the small
town did provide a safe place to raise and educate his children. Apparently aiming to
integrate with the community, he sent two kids to Methodist Sunday school and two
to Baptist school. Lazarus had three sons and a daughter, all born in Germany in the
late 1840s but raised in small town Georgia. The three sons were Isidor, Nathan, and
Oscar. (I have not yet researched sister Hermoine to see what her achievements may
have been.)

Eldest brother Isidor’s college plans were interrupted by the civil war. He went to
London to try and set up attempts to run cotton around the Yankee blockade, to no
avail, but found himself alone in London, age 18, with $1200 in gold and $1500 in
other currency, so he traveled the Continent trying to sell Confederate bonds.
Businessmen on the Continent were impressed with him, and sent him on secret
missions to New York, Havana, Nassau, and Philadelphia. He made and lost a great
deal of money speculating in Confederate bonds, but returned home after the war with
$10,000, enough the buy the family a home in New York City.

Except for Isidor, the whole family stayed in Georgia running the dry goods business.
Lazarus had bought a lot of merchandise from the NY wholesalers and importers. All
of that trade was cut off by the war.



Upon arrival in New York, father Lazarus went seeking everyone he owed money to.
Many debts were outstanding but communication had stopped due to the war.
Virtually all the creditors had already written off the debts, but Lazarus paid them all
back with interest. The creditors were astonished, and the Straus name became as
good as gold in New York. After paying out $25,000 on these debts, the family had
$6,000 left, with which they started a china and glassware wholesaling business, L.
Straus & Sons. 18-year old Nathan joined this firm, while youngest brother Oscar,
only 16 at the time, later went to Columbia Law School — more on Oscar in a
moment.

Isidor and Nathan then began a career that was to have a huge impact on the way
Americans conduct their daily lives. They started selling their wares to the emerging
department stores, then operating leased china and glass departments in such stores as
Wanamaker’s of Philadelphia, Woodward and Lothrop’s in Washington, and R. H.
Macy of New York. Macy had pioneered cash (not credit) sales at low, non-
negotiated prices, but after he died, the company started to go downhill in the 1880s.
In 1887, Isidor, 42, and Nathan, 39, bought a 45% interest in Macy’s store.

The two immediately announced they would strive to restore the traditions
established by the founder. Isidor was the button-down organization man and Nathan
the flashy promoter, an excellent partnership. In 1896 they bought out the rest of
Macy’s, and also for 26 years owned half of Brooklyn’s dominant store, Abraham and
Straus. They were able to borrow funds at 5% interest, with no collateral, in the
depths of a depression, due to the outstanding credit status of their father and the L.
Straus company.

Isidor and Nathan, sometimes joined by Oscar, took the business by storm. They kept
prices exceedingly low, and hired large armies of comparison shoppers to continually
check on the competition. (I think they would laugh at the idea of stores telling their
customers, “if you find it cheaper somewhere we will drop our price” — the Straus’s
considered it their responsibility, not that of the customer, to know prices in the
marketplace). The Straus’s continually added new departments, such as harness and
saddlery in 1889, groceries in 1893, wine and liquor in 1895, and a complete furniture
department in 1896. Private label brands were introduced in the 1890s. The
company eliminated middlemen to get better prices for their customers, they bought
on the gray market if the manufacturers would not sell to them because of their low
price policies. They began to manufacture some goods themselves, maintain overseas
representatives to seek new imports, and offered free delivery to a larger and larger
geography. By 1902, their store was doing the phenomenal volume of $11 million
per year.



But this flurry of activity did not occupy all of the brothers’ energy. Isidor was
President of the New York Retail Dry Goods Association, and the World’s Fair
Commission for New York State. He supported Democrat Grover Cleveland for
President and became a proponent for the gold standard, being elected to Congress in
1893. He turned down nominations for Mayor of New York twice. From 1893 until
his death, he was President of Educational Alliance, a people’s program in the slums
of the eastside of New York.

Nathan, who also turned down a nomination for Mayor of New York, was even more
involved in public affairs. His main cause was health. In the depression winters of
1892 and 1893 he distributed thousands of tickets to the poor of New York, which
cost them a nickel each, entitling them to coal, food, and lodging with breakfast. In
1891, 241 out of every 10,000 babies born in NY died within their first year. But
Nathan did a test, feeding them pasteurized milk, and the death rate dropped
substantially. He fought the dairy industry and the doctors’ to sell the idea of
mandatory pasteurization. By 1920, at his own expense, he had established almost
300 milk stations in 36 US cities and abroad. In 1916 he sold his yacht and gave the
money to war orphans, and later gave 2/3 of his fortune to Palestine.

Oscar, the third brother, used his law degree as an entrée into politics. President
Cleveland named him ambassador to Turkey in 1887. He became a (Jewish!) favorite
of the Sultan of Turkey, then worked for Teddy Roosevelt to secure the peace treaty
between Russia and Japan. In 1906 he became Roosevelt’s Secretary of Commerce,
the first Jew in the Cabinet. He ran unsuccessfully for Governor of New York on the
Progressive ticket and was the first President of the American Jewish Historical
Committee.

If you have seen the older movies about the 1912 sinking of the Titanic, you may
remember one rich old man who refused to get into a lifeboat with the other old men,
he and his wife Ida went down with the ship, holding hands. That man was Isidor
Straus, the eldest brother. 40,000 attended the memorial services for Isidor and Ida,
with Andrew Carnegie reading the eulogy.

(see http://www.encyclopedia-titanica.org/biography/288/)

But Isidor’s sons, Jesse and Percy, born in 1872 and 1876, respectively, were already
in the family business. By 1900 the boys were in charge, and one of their key
decisions — not necessarily popular with their elders — was to lead the move uptown
from the old retail district of the “Ladies’ Mile” below 23" street. They secured
almost an entire block at Herald Square (Broadway and 34 street), enough to build
the largest store in the world. In the following years the same neighborhood would
see construction of one of the world’s greatest train stations (Pennsylvania Station),
two of the largest hotels in the nation (the Pennsylvania and the New Yorker), and
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numerous giant stores (including Altman’s, Gimbel's, Ohrbach’s, and Saks 34t
Street).

The new store was amazing. State of the art escalators could handle 40,000 people an
hour, and 33 hydraulic elevators whisked shoppers through the store. Eighteen miles
of pneumatic brass tubing carried money from the sales floor to the cashiers. A
vacuum cleaning system was built into the building. The six giant Corliss steam
engines generated over 3 million kilowatt-hours of energy in the first year. The
refrigerating plant produced two tons of ice per day, and the store used 38 tons of coal
on the average day. The main restaurant sat 2,500. The total store employed 4,000.
New York — and retailing — have never been the same.

There is not space enough here to tell the full tale of Macy’s rise, particularly under
Jesse and Percy. It became America’s greatest training ground for merchants. The
Thanksgiving Day Parade and many other retail traditions began there. By 1930, the
store was doing almost $100 million a year in sales, and totaled over two million
square feet (50 acres). Christmas peaks reached 350,000 shoppers per day. This was
in the era before “branch” department stores — all the revenue flowed through one
giant store. Like their uncle and father, Jesse and Percy were an extra-ordinary, well-
matched team, Percy achieving particular fame as an industry expert.

And like their predecessors, they continued to be involved in the broader world
around them. Jesse became ambassador to France in 1933, and Percy was a founder
of the National Retail Federation and vice-president of the Democratic National
Committee. He also established the Isidor Straus Professorship of Business History
at Harvard in 1924, helping trigger an embryonic field that some of us continue to
think is important.

In the midst of all this civic activity, Jesse and Percy’s younger brother Herbert was a
Republican and big supporter of Herbert Hoover. And relative Roger Straus was
Vice-Chairman of the Republican National Committee in 1944. So it appears that
dissent was tolerated in this family that was liberal in the best sense of the word.
Other family members pioneered in broadcasting (WOR, WMCA), shopping centers
(Garden State Plaza), metals (American Smelting and Refining with the
Guggenheims), and publishing (Farrar, Straus, and Giroux).

While the Macy company, like many mature enterprises, went to sleep in the 1960s,
new innovative merchants began to rise in their Newark-based Bamberger’s division
(purchased in the 1920s). They reshaped the sleepy San Francisco operation first,
then took on the big New York monster, by 1970 infamous among retailers for its
unprecedented levels of shoplifting and inefficiency. By the 1980s they had the New
York store back at the top in customer perception. About the same time, someone’s
ego got in the way of their sense, and management borrowed too much money, over-



leveraging the enterprise (a common ailment in the 1980s). This debt load ended up
putting the company into bankruptcy.

Nevertheless, from those ashes emerged a new leadership team bent on restoring the
company to its glory. None of this would have been possible without the strength and
reputation established by the Straus family long ago. Today Macy’s, operated by
Federated Department Stores, is the nation’s largest department store firm, with
newfound energy and “brand awareness.” At 104 years of age, the main Herald
Square New York store remains the largest sales-volume retail store in the United
States, generating over $500 million per year. It has turned out to be a pretty good
investment decision on the part of “the boys.”
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