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CCuurrrreenntt cchhaalllleennggeess ffoorr bbuussiinneessss

bbyy MMiilleess TTeemmpplleemmaann

Director-General, Institute of Directors

My Lords, Ladies and Gentleman, I am delighted, honoured and slightly daunted to join you today. I’ve

certainly never spoken to such a multitude of true experts. I’ve always been a businessman in the food and

drink industry in a variety of ways, so I’ve always come to it as a kind of non-expert looking at the business

issues rather than many of the technical issues that you know far more about.

What I thought I’d do, would be talk at two levels. Firstly, about some of the specifics that companies are

facing - and all of you are in different ways involved in organisations - and how the recession and the low

growth environment that we’re in (and will be in for some time) is affecting them. Secondly, to talk more

generally about some of the issues facing business in total and to bring into that what we feel the Government

should or shouldn’t be doing in terms of helping. Because obviously a lot of my time at the Institute of

Directors is spent trying to persuade the Government to have a greater business perspective - not just about

food and drink but obviously business in general.

But in terms of has the recession and does the current very difficult economic environment change what we

as business leaders have to face, my general answer is no - it just makes it more acute. The issues that were

there before the recession are there during it and they will be there afterwards in terms of competitiveness.

But there are three areas where I think we as leaders have to pay special attention:

• to really examine the processes in our businesses - particularly from a financial perspective

• to look again at our competitive advantage and disadvantage

• and, perhaps sort of all embracingly, to really think about the leadership issues involving that.

BBuussiinneessss pprroocceesssseess

Firstly, in terms of this question examining processes, obviously for SMEs - and many have already gone under

and we shouldn’t underestimate the pressure on small companies, primarily because of cash flow issues and

here obviously the whole role of the banking community is critical and I don’t propose to talk much today

about that, but it is a critical issue for a lot of small companies.

How they manage that cash flow, how the leaders of the business really focus on the real attention to detail

that is absolutely vital in terms of that and I’ve seen many companies, particularly small ones, that have really

got going and then stumbled and one of the real problems interestingly is actually late payments.
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It’s not talked about a lot but one of the things any of us know that deal with big, particularly big supermarket

chains and big companies, is that they are some of the worst at paying small companies and for big companies,

it’s a marginal financial transaction, for small companies it can be life or death and that is something that we

continually press on the payment issue.

But I think the overall examination of the way the company is operating, and it’s something certainly that

we’ve been focusing on at Shepherd Neame, but I think it goes for all the companies that I meet around the

country, is how to examine the efficiency of our processes, how to relook at all our purchasing contracts.

All too often purchasing is not optimal, it doesn’t mean it always has to be the cheapest, but it certainly has to

be the best optimal deal that can be got. Many of you will be involved in that side of it directly and indirectly

and it’s absolutely critical that it is re-examined. The sources of supply are now totally global and it’s up to us

as leaders and up to you when you are involved in it to really address how we can improve albeit marginally,

those purchasing processes. And obviously, the overall financial efficiencies operating in the company. All too

often you still see companies, even when they are under intense pressure, not really examining their cost base.

There are all sorts of reasons why one doesn’t until they’re absolutely desperate and then all too often the

wrong decisions are made. And that’s a topic I think not just for us but for the public sector in general.

So that’s my first key message - really go through all those internal processes, look at the way the company is

operating again and with the intense pressure from the outside are there ways we can do that better, more

efficiently, more cost effectively and so on.

CCoommppeettiittiivvee aaddvvaannttaaggee

The second area which I think fundamentally affects me particularly with my marketing background is about

competitive advantage. Because there is a bitter irony that just at the time when you most need your

customers, when you’re really struggling to survive lets say, your customers get more discerning than ever.

I don’t know quite why that is but when they’re under pressure, customers make even more demanding

decisions, they want more from their suppliers. One of the best examples of this differential that occurs is

under recession - because what I’ve seen is that differences get magnified. A company or a brand that is okay,

but perhaps rather indifferent, can survive along the road. But once recession bites, unless it is much better

than indifferent or okay, it will go under.

If you look at the pub trade, which many of you will know well, it’s a perfect example. You hear a lot of

people talk about the pub trade suffering - that’s not true at all.What is interesting is good pubs are doing

better than ever and poor pubs, of which there are still far too many, are disappearing totally and should.

They’ve survived a long time, so that’s painful if you’re involved in one of those small local pubs, but

nevertheless in the long run that process of sorting out has to go on. And what the recession does is force

companies, brands and so on to genuinely say “where is our competitive advantage? Where have we got a

distinctive positioning that really can count?”.

One of the great things about the internet is that it opens up new opportunities, but as we also know it

brings in every competitor on to our doorstep so there is no corner of the world that is now exempt from

international competition.
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So all of that competitive advantage issue has to be looked at internationally - not just locally or even

nationally - and I think that is one of the most acute things that companies again don’t always face up to

totally. Are they really looking at their products and services in terms of how distinctive are they?  Because if

they’re not really distinctive, they don’t really have an advantage, and then customers will not just ‘not buy

many’, they won’t ‘buy any’. And that’s as true in food and drink as it is in any other sector and I see that all

over the place. So I think that focus on competitive advantage and disadvantage is crucial.

But one of the interesting things in the recession - if I call it that, I know we’re technically out of it, but we all

know things are pretty tough still - is that there are great opportunities. It’s very difficult to make significant

product developments - although companies still should go on doing it clearly - but there are opportunities

out there in the marketplace. We are acquiring good pubs at the moment, because they’re available.

Companies look at different opportunities and see marketplace advantages. I spend a lot of time, we’ve got a

house down in Cornwall, which overall has suffered greatly, but I was very interested two years ago when the

whole property thing was under tremendous threat and one of the local estate agents - totally different field

to all of us - actually started buying up some of its competitors and opening new branches in anticipation that

actually they would be able to get them cheap and be very ready as and when properties started to move

forward again. In fact in the part of Cornwall that I know well around Rock, property prices hardly went

down anyway. If you were trying to buy somewhere, it didn’t seem to change much. So I think that looking at

competitive advantage and disadvantage is something that is absolutely critical.

LLeeaaddeerrsshhiipp

The third area that really I think all of us should consider more, think about more, and so on - and endless

things are said about it and written about it and I’m sure nothing I’m going to say is totally new - is this whole

question of leadership. Because I think leadership in whatever aspect of the company or organisation you’re

talking about, again comes under intense pressure when times are hard. Some people say actually, and they

are right in some respects, that leading in a crisis is easier because everyone knows they’ve got to pull

together. There is a tremendous focusing of action because people know there is a kind of common enemy

and I think that’s true up to a point.

On the other hand, the way that leaders perform in these critical times is absolutely essential. And there are

two or three key things that I would draw attention to and I think this audience would be very receptive to

the first one which is always about looking forward. However tough today is, it is vital that the leader, or those

close to the leader, are thinking about how are we going to improve our business for tomorrow. If we try and

stand still and just lock on to “As long as I solve everything today I’ll be all right” is not the philosophy that will

make the business succeed. In fact it’s almost destined that you will never get there.

What good leaders are doing is all the time understanding those short term pressures, grappling with them,

making the changes that they have to make and focusing on them as appropriate but not overdoing it. Not

spending all their time looking down and inward. They are spending more time looking outward, more time

thinking about the big picture and about the direction and certainly the good companies that I’ve been

involved in, however tough today has got have always managed to keep that perspective of looking outward

and looking forward. It’s absolutely vital clearly, that the leader has that perspective because you’re the one

person who does. Others in the company are inevitably going to be more focused inward, it is your role as a

leader to say that I’m the one that’s going to make sure we lift our eyes onto the horizon and we do look
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about where we’re going. Because there is a significant danger that you could make a lot of short term

decisions that could harm you in the longer term.

I talked about competitive advantage, and one of the biggest decision areas for any product business and

indeed many of you are involved in them, would be pricing decisions. Pricing decisions made in the heat of

the battle are very difficult. When you’re really struggling with the pricing, a discount decision, a way of pricing

could be absolutely critical to survival in the very short term, and absolutely disastrous in the longer term.

Not only in terms of when you’re trying to rebuild margins but reputation and so on. So, making those

decisions in the context, not only of today but of tomorrow, is absolutely vital and that to me is the critical

role of the leader - to maintain that kind of longer, broader perspective and not lose sight of it, even if

everyone else round him is kind of running round as they often are when things are really tough.

I think the other thing that is critical to leadership in these sorts of difficult positions is this whole question of

the team and making sure that your team directly below you and their teams below them, are very informed -

that there’s a lot of communication about what’s happening, there is a good flow of communication. Because,

as we all know, some of the best ideas come up the organisation, they don’t just come from the middle or the

top, they come up and you’ve got to have the ability to let those ideas come through. But most importantly,

it’s that sense of team involvement.

I had a nice comment a couple of weeks ago that “Good leaders inspire followers, great leaders inspire their

followers to become leaders”. I think that’s the concept we should all have. How can we make those around

us into leaders. They will automatically be inspired by us if they have that sense that they are leading in their

own right. Always looking at our teams as leaders in themselves, not necessarily followers of the Board or the

Chief Exec, is a perspective that I certainly try and sustain. I think it is absolutely critical and I’ve seen it in all

the best leaders that I see around, be it politics or in business. So that sense of really thinking of how to

nurture and develop the team is also critical.

And I think the other thing that leaders need to be aware of, and I’m always surprised by this when you hear

it fed back to you, is how much people look at you. It seems funny that they notice the smallest thing. But the

way the leader behaves is absolutely essential. He thinks he’s not on duty when he’s wandering around this or

wandering around that, but actually people are always watching. People in your organisation are looking at

how you are behaving, responding, looking, acting in particular circumstances and it’s something worth

remembering. I’ve had endless examples of people, when you leave a company, who tell you all the things that

they noticed and you’re amazed they noticed that but they did. Even the suits you were wearing, and all sorts

of things - “Why did you always wear that suit on Mondays?”. You never even knew it, but they watch you,

they look at you. So how you behave and how you treat your staff and your people and those who work

with you is absolutely critical.

And the last thing about leadership, which is sort of obvious but fundamental, is one thing a leader is, is he’s

not a follower. And I think that drives everything. The leader should always be looking at their way of solving

the issues. It’s no good copying and following others, it’s no good reading what the book says and this is how

to be a great leader.You will never find the answer in a book. You can learn from others by all means, but it’s

actually how you do it that is fundamentally critical. How you express your personality in the way you lead, is

something that again you see it so transparently in really good leaders.They are themselves, and they are

leading in their own way.There’s lots of common principles and we’ve touched on a few today, but ultimately

they find their own way of doing it.
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GGoovveerrnnmmeenntt aanndd rreegguullaattiioonn

So those three things - business processes, competitive advantage and leadership - are, again none of them

changed by economic environment, they are just made more acute and the pressure on all of us gets greater.

In terms of the bigger issues that face business in general, and in particular, “Does the Government have a

particular role to play in some of these?” - well it does. On the whole I’m a great believer in the Government

getting out of the way and letting us do it. Which isn’t often what happens as we know. But that’s my basic

philosophy and I’m always telling leading politicians just do less and the one thing they don’t like you telling

them is do less because they all think they can and should do more.

I’ve had lots of discussions with the Chancellor, who actually I think is a very good guy with a very good

understanding of the business issues - which is good because he’s never worked in business, but at least he has

business connections. And the one thing I notice and I would say the same would be true when I was talking

to Blair, or to Cameron less so in a way, is that they don’t want you to tell them do less. They all think they

can pull all the magic levers that will make everything great.

So that apart, what are the critical issues that face business and them. I think the first thing is about the public

expenditure plans.You can’t not address that now and we absolutely support the fairly hard line - it’s not as

hard as some people say of making expenditure reductions that the Government is planning. They have to be

done.They will be painful. It’s affecting many businesses. But for many organisations - and I talk to some that

once they get out of the sort of headlines and talk about a 20% reduction over 4 years - well most of us will

say that’s tough but not austerity. Going back to an expenditure level that was around 2006/2007 - well I don’t

remember thinking in those years that we were living in an age of austerity. So I think there’s almost too

much hype about the impact of the cuts but, having said that, they are severe, they’re necessary and as many

of you know from particularly outside the South East, they will have a significant effect and have a significant

effect on businesses who are very involved with public sector expenditure.

So, stick to it. And the other side of that equation is absolutely not to increase taxes any further. We are

already over taxed.The Government will claim relative to some countries we’re not, and actually we’re still

pretty high and we want to be in an environment that is under taxed not over taxed. Again we’ve had

discussions, one of the things that’s sort of symbolically important is the 50% tax rate. It’s not actually

economically that critical, but it’s seen as a kind of attack on wealth creators and so on and I’m pleased to

hear the Government is talking about the desire of reducing it.

We’ve also had a go at them from our beer point of view on excise duty - which is excessive on beer as

indeed on many products. And they’ve absolutely no sympathy with us at all, so I made zero progress on that.

“Next please” was the comment I got, “we’re not interested, we’re going to go on doing that” so unfortunately

for us in the beer industry, that’s one reality we’ve got to face.

I think the second big area and all of you will know more about this in your field than I is the whole thorny

topic of regulation and what is the appropriate level of regulation. I’m sure in your world there are many

areas where it is excessive and many areas where it is essential and so on. We have to find the right way

through it. There is no doubt that we’ve been on a path now for some years, and in too many areas, of more

and more regulation and restriction. Often with the best of intents, but in total making a burden, particularly
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on smaller businesses, that is excessive. This is very true in employment law, one of the key areas where if

you’re trying to take on staff, the burden it involves is too high. And again we’ve got to work with the

Government to say what is the appropriate level, sure we need protection for employees, but we don’t want

to be a point where employment is deterred because of those regulations. I think the sort of noises we get

back from the Government is that they kind of understand but I have to say I had exactly the same noises

back from the Blair/Brown Government and yet the progress we made was almost minimal. So maybe the

noises from Cameron and co. are a little bit more positive. But I have to say I’m not overly encouraged by the

ability - because somehow built into the whole culture of the civil servants, and indeed the politicians, is

regulation and control: ‘the avoidance of the problem’.

Clearly in health and safety there are critical areas, clearly in food and drink there are critical areas, but there

are many areas where they could take a much more risk-orientated approach and say if the risk is minimal,

perhaps we shouldn’t regulate everyone for it. And that’s certainly true in certain parts of the business law and

employment law. So regulation to me is a big topic but progress is not very encouraging.

PPllaannnniinngg,, ttrraaddee aanndd eedduuccaattiioonn

Another area where I am more, I suppose, optimistic - because I think it can be done - is planning. I think it is

absolutely one of the UK problems.When you go to France and Germany you sense it and indeed you go to

China, they don’t worry at all - they just do it. We are competing with these people and we have to again find

the right balance between looking for consensus on planning decisions and not over reacting to a vocal

minority. All too many small and indeed big decisions are endlessly delayed as we know by this very British

process of saying everyone’s got to agree before we can move forward and it’s almost impossible to get that

agreement.

We all know the story of how we built Terminal 5 in the same time period as China built 300 airports - and I

mean this is the comparison we have to be looking at all the time. What are these others doing?  And I think

the planning issue - and again I know the Government is worrying about it, they haven’t yet got a solution,

both at local and most importantly at the big national infrastructure - planning decisions, they’ve got to be

made. We’ve got to be bold and say we will make long term decisions.There will be short term pain and of

course the one thing our politicians don’t like is anything that causes short term pain - even if there is long

term gain - because they know they’ll probably be in a different position or maybe not even in Government

by the time that decision comes home to roost.

So that whole short term orientation, I’m always amused when they criticise the city for being too short term,

because in my experience in this role, there is no group that is more short term than politicians. They are

absolutely looking at today’s or tomorrow’s headlines as being the real measure of success and the longer

term, well we’ll worry about that in due course. They’ve got to be braver and make these longer term

decisions, particularly in transport and energy where we are way behind where we should be and way behind

some of our competitors on the Continent. And if you go round the country, one of the biggest issues I get

from businessmen are transport issues, and yet it’s never really talked about at the top political level.

The other area I think that the Government does have a role - I’m pleased they’re playing this one right which

is nice to say sometimes - is that of leading trade. Cameron, Osborne and Cable, who as we know can be a
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bit of a mixed blessing, are really leading the charge for British business abroad. I’m very impressed. I’ve been

with them on these trade things and Cameron is brilliant. He really is, you’d be proud to be with him when

he goes and visits these countries, and he’s very business focused. He sees his role in a way that funnily

enough Brown, even with all his economics didn’t, and Blair for all his other reasons didn’t. Cameron in my

time has been much better at saying one of our critical roles is to be an ambassador for business and I do

believe they are doing that and I do believe that they are fighting hard for free trade and avoiding

protectionism which is absolutely fundamental for us as a trading nation.

And the last area which in a way, and I’m sure you’d be concurring with this from the sort of skilled audience

here today, is actually the need for the UK to really address its education issues - which we all remember how

Blair when he came in talked about education, education, education and never really delivered, like a few other

things. But he really didn’t focus on it. I do believe Gove and the team are focused on really transforming

critically the bottom end of British schools which most of us don’t come across in our normal lives at all. And

yet you look at the SATS and of 40% of kids leaving school at 16 with virtually no qualifications and you think

how can that be. But that’s where we are - and 20% not being able to properly read.

How you can go through eleven years of schooling at least and not be able to read kind of defies us, but that’s

what’s going on. I think at last there is a recognition that we’ve got to really understand how to stimulate a

change in that. There’s lots of resistance as you know, I can’t quite understand why but the Unions are very

strongly resisting some of these changes going up to Academies. And I’m also very pleased that it’s happening

in Primary schools now which increasingly are recognised as a critical stage.

So on that front, to end on a very positive note, I do think the Government has embarked on a big - and

perhaps the UK in the long run the most fundamental - challenge of how we raise our skills level. Not so

much at the top end, because I think we are world renowned at the top end, be it our best schools, our best

universities, our best scientists and so on. The problem is our bottom end which is much bigger and a much

bigger problem than many other countries that one sees. So I’m encouraged by the Coalition - they will do

what they can, we don’t want them to do too much.We want them to let us get on and run the business.

I’m delighted to join you here today to discuss these issues.

Thank you.
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Geoffrey Podger, CB, Executive Director, European Food Safety
Authority. 8.6.05

SSeerrvviinngg ccuussttoommeerrss
Sir Terry Leahy, Chief Executive,Tesco plc. 7.6.06

TThhee sscciieennccee ooff ffoooodd rreegguullaattiioonn
Dame Deirdre Hutton CBE, Chair, Food Standards Agency. 6.6.07

FFoooodd aanndd hheeaalltthh
Justin King, Chief Executive of Sainsbury’s Supermarkets. 4.6.08

SSuussttaaiinnaabbiilliittyy tthhrroouugghh ffoooodd sseeccuurriittyy
Jonathon Porritt, Founder Director of Forum for the Future and
Chairman of the UK Sustainable Development Commission
3.6.09

FFoooodd iinn tthhee ffuuttuurree
Ross Warburton, President of the Food and Drink Federation.
10.6.10

PPrreevviioouuss CCaammppddeenn DDaayy LLeeccttuurreess

Information emanating from this company is given after the exercise of all reasonable care and skill in its compilation, preparation and issue,
but is provided without liability in its application and use.

The views expressed in this publication by non-Campden BRI contributors do not necessarily represent the opinions of the Campden BRI.
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