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Keynote speaker 3:

THE VIEW FROM BUSINESS: LEADERSHIP LESSONS FOR THE CULTURAL SECTOR - Sir Stuart Hampson – Chairman, John Lewis Partnership

I am delighted to be here and those of you who have been reading the newspapers recently might think that Dennis Stevenson and I are here talking about the future of Marks & Spencer and what might happen to the retail market … but we are behaving ourselves entirely and sticking to the script.

I am supposed to be offering some lessons on cultural leadership, but I don’t want to presume that I can do that. What I’d like to do is say a little about the business environment that I work in, which is different from most businesses. Maybe there are elements in the way in which the John Lewis Partnership operates and in our leadership that has some relevance to your own sector.  Business is always being pressed to support the arts in various ways, often through money, but I really welcome this initiative  to ask how we can help in terms of sharing experiences and seeing where there are elements of the way businesses are run and the way leadership is thought of that might help you be more effective in the way you lead your organisations. So I am delighted to be here today.

You obviously understand the Arts Council extremely well. Let me explain the background that I come from and particularly the John Lewis Partnership. Briefly we were a business that was founded in 1864 in a shop in Oxford Street, which was built up in fairly conventional ways by a man called John Lewis.  And then his son, who was also working in the business, had a very serious riding accident. He was thrown from his horse when he was riding in Hyde Park, and was forced to convalesce for a very long time, during which he began to think about the structure of business. He looked at his father’s business and said, “My father, my brother and I, the three owners of the business, are taking on average about £26,000 a year out of this business in the way of profit, and the 300 people who work in this business are taking £16,000 a year in wages. So 3 people take £26,000 profit and 300 people take £16,000 wages. That is not a sustainable form of business”. He probably didn’t say ‘sustainable’ as it probably wasn’t a word that was thought of in those days. He said this is not a form of capitalism that can continue, and there has got to be a better way.

His father had bought a shop in Chelsea called Peter Jones which was struggling at the time, and he said he would like to go and put his ideas into practice over there. He went to Peter Jones and said to the staff, “We are in this together. Your talent is what is going to make this business successful. So I want to work with you. And if we turn this business around from being an ailing one to one that is successful, I will share the profit with you. But to get to that point I want your ideas on what will make this business successful. Have we got the right opening hours? Have we got the right staffing levels? When should staff go on holiday? And you will become engaged in those decisions, and as part of that process of engagement, you will also share the profits and success.”

I am glad to say that from the point of view of our history the business did become extremely successful. And when John Lewis’s father died in 1929 and he inherited the whole business, he said, “I believe so much in what I have done, that I am going to hand over my ownership of this business to the people who work in it, so it will be a business owned on behalf of the people who work here, run for their benefit, and they will share in its success”. And so that is why we are the John Lewis Partnership. 

That was in 1929, and it is now 75 years later, and we are still here. And that’s why I believe that our history is relevant to other organisations, because we survived in a harshly competitive world, where businesses that are conventionally run, that are conventionally managed and extremely efficient, are there trying to steal our customers, but we have found a model which works for us and which has provided a longevity that other businesses don’t have. 

So what are we today? As a business with 60,000 partners, all of whom are co-owners of our business, we remain a highly managed business. We face strong competition - there isn’t time to stand around in huddles and discuss every decision. We get on and take decisions, and we report back to our staff and operate our business with total transparency. 

There is a great deal of talk about having flat structures in business and one can see in certain organisations, that works. We believe in having a hierarchy - that in a department store you have lots of people serving on the shop floor; they have a manager who makes sure that the right people are in the right place at the right time, and then a manager of the shop floor and then a manager of the shop, and then somebody to run our 26 department stores. There is nothing wrong in my view in having a hierarchy. What depends is how that hierarchy behaves and how people treat each other within the hierarchy. Everybody has a place, but I can spend all my time sitting in my office talking about delivering good customer service, but the point is that that ‘good customer service’ is delivered by the people on the shop floor. We have to talk the same language and we have to respect that we all have a role. On the first day of our clearance sale, what matters is the people actually on the shop floor, more than the people sitting in head office talking about strategy. But all that effort on the shop floor wouldn’t work unless there was a discussion about strategy taking place as well. I see no problem in hierarchy and books are written about the type of structure you should have. I believe that far more important than structure is that sense of respect in any organisation, that everybody has their place.

We are a co-owned business, so our van drivers, computer analysts, warehousemen and our directors are all co-owners in the business and we share the profit that is made. We don’t share it by handing out huge bonuses just to directors. Everybody gets the same percentage of the profits. Last year we shared 12% of the profits. I got 12% of my salary; a sales assistant got 12% of his or her salary. That gives a sense that we are all working together for the same aim. We have a shared view. So when we are trying to create differentiation in a market place, in the high street, how do we differentiate ourselves from our competitors? It depends on every individual; it depends upon people doing quite extraordinary things, not being told what to do. That’s what strikes me as a similarity with an arts organisation. You need creative people, you need people who feel that they can make a difference in what they achieve. But they have got to have a sense of where the business is going, and a sense that they are authorised to contribute.

A very simple example of the shop floor is in our store in Cribbs Causeway - we realised that when people were buying sofas, buying three-piece suites, the customer takes a long time to make up their mind. We just said why doesn’t any sales assistant have the authority to say, “Here’s a voucher, why don’t you go and have a coffee?” So that when that decision is being made, when you can see a customer humming and ha-ing over a three piece suite, any sales assistant can say “Look, don’t rush, take your time, go and have a coffee and when you are ready, come back, I’ll still be here and we can make a decision”. It’s a terribly simple thing to do. In our previous thinking, that shop floor assistant would have had to go to a manager to get permission, and say “Can I do that?”  We said, “Just do it”. It makes sense.

Can you take more risk? We do believe that by saying that we have a common view of what we are trying to achieve, we can entrust people with risk and they will do the right thing. Again, an example from our store in Edinburgh - we invited a group of non-management partners to say “How could we make this shop better?”  They went away and visited all our competitors in Edinburgh and came back and said “One of the things we noticed is that this shop is really busy at lunchtime, because this is the centre of Edinburgh; lots of office workers come out for lunch and go shopping. And what we noticed is that one third of us are off having lunch”. And the Managing Director said, “Yes this is absolutely true”. And they said, “It is our recommendation that we need to abolish lunch.” This staggering view came from non-management partners. They said “Why don’t we have an early morning break and a late afternoon break and then we have can have 100% of people on the shop floor during the busiest period, serving customers”. That’s what happens when you engage all your people in the purpose of an organisation - when you don’t have direction and instruction. Creating pride and creating loyalty in an organisation is the first step to success. 

It is only in the prelude to Euro 2004 that everybody brings out the St George’s flags. Employees spend far more time at their place at work than they do watching football. What we have got to do as leaders is create the same sense of loyalty, the same sense of engagement that really does make people feel like they are fully able to make a difference.  This doesn’t mean simply establishing words in a Mission Statement. Huge amounts of effort are put into that. It’s not the Mission Statement; it is a real sense of the values of an organisation and an understanding of what is important. The first principle in the purpose of the John Lewis Partnership is the happiness of its members, people who work in the business. That comes from working in a successful organisation and having a fulfilling job. The objective of this business is that the people who work here should be happy. Because if you do that, you will find that everything else will fall into place. You will have customers that are happy, you will have suppliers that will look after you and you will have a successful business.

A few years ago we had a very successful first half year in our business, which is unusual as we normally tend to take all of our money at Christmas and not in the first half of the year. We had a really good first half, and I went to our directors as we were about to announce the results. But I said “How have we scored in terms of creating happiness? I see how we score in relation to money, but are we creating happiness?” They all looked at me rather strangely. I said “I want to have a meeting with you all over the next few weeks, and I want you to tell me how we are scoring on happiness”.  And it became known as the ‘Chairman’s Happy Hour’! And we talked about what we were doing to create that sense of fulfilment and enjoyment at work. And I believe that is one of my elements of leadership, which I would suggest, might be a lesson for you as well.  If you can create happiness, you will create very successful, creative and long-serving organisations. 

