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One

TRUST IN YOUR COURAGE


If you can make one heap of all your winnings
And risk it all on one turn of pitch-and-toss,
And lose, and start again at your beginnings
And never breathe a word about your loss; …
Yours is the Earth and everything that’s in it,
And – which is more – you’ll be a Man, my son!

Rudyard Kipling, ‘If’


No one reads Kipling today, and they are the poorer for it, but everyone is familiar with those other great lines from ‘If’ that are inscribed above the door of the players’ changing rooms at Wimbledon; that lovely juxtaposition of meeting with Triumph and Disaster, and treating those two impostors just the same.

What Kipling encapsulated in ‘If’ was the entrepreneurial life. Having the courage to put all your winnings back on the table and start again, meeting great triumphs and great disasters in the same way; risking everything, saving your breath on self-pity; dreaming great dreams.

That is what wins – extreme courage, real self-knowledge, and a certain simplicity and straightforwardness of mind. If you have it within you to add one extra dimension – a passion, linked to a sense of rightness, an instinct for what really matters, a contempt for duplicity and deception – then you’ll be, as Kipling puts it, a man.

‘I think I overcame every single one of my personal shortcomings by the sheer passion I brought to my work’, claimed Sam Walton, the folksy founder of Wal-Mart, a company these days so huge and so powerful that it moves the economies of entire countries, but forty years ago was no more than a small town American general store. ‘I do not know if you are born with this kind of passion, or if you can learn it. But I do know you need it,’ he went on to say. And of course he is right.

You absolutely do need sheer passion and raw commitment if your entrepreneurial dream, your start-up, is to succeed. As many as ninety-five out of one hundred start-ups (and I do not mean dotcoms) will fail every year, in the US and in the UK, so – yes – boy, do you need it. But, like Sam Walton, I wonder if you can learn this kind of passion or whether you have to be born with it. I think probably the latter. It goes with the ability to shrug at risk and survive stress.

It is indeed sheer passion that gives great entrepreneurial ventures their sheen and their electricity. And to some extent Walton is right in his additional claim: the driving, blind passion of the best of the entrepreneurial leaders does act within their working lives to help to camouflage, even to overwhelm and overcome, other facets of their characters that are less helpful to the cause.

Over the course of this book we will sometimes look at Walton’s ideas about thrift, industry and the square deal – the famous ‘Sam’s Ten Rules for Building a Business’. They may seem pure Ben Franklin, but they certainly worked for Wal-Mart, which is now, overwhelmingly, the largest retailer in the world with a hundred million customers a week, and another branch opening somewhere in the world every three days. And we will doff our caps to Sam. ‘Swim against the stream’ is his dictum, and there is a resonance in the phrase that captures precisely the cussed independence of spirit of the true entrepreneur. ‘Go the other way,’ he says. ‘Ignore the conventional wisdom. If everybody is doing it one way, there is a good chance that you can find your niche by going in exactly the opposite direction. But be prepared for a lot of folks to wave you down and tell you that you are headed the wrong way.’

Passion, then, and independence of mind are what Sam Walton preaches. But it is the vision that comes first, and all else flows from that. All the great consumer businesses have been built from a picture born and carried in the founder’s head; right from the very start a finished, defined picture of what the offer is to be, who it is to be aimed at and why it is that it will win. And that is the point – winning. And ‘winning’ for the founding entrepreneur is not so much making a fortune as making the point, defeating the sceptics, acting as a catalyst for change. It’s the public projection of a personal vision, and a personal passion to succeed with it.

My own logic behind Waterstone’s, when, with just £6,000 of my own left in my pocket, I founded the business in 1982, lay in the fact that as a devoted reader I found it inexplicable that a city as great and culturally diverse as London had within it barely a single stockholding literary bookshop, and certainly not one that was open past noon on Saturdays, let alone in the weekday evenings. New York had great bookshops open at every hour, and Paris too. Rome also. San Francisco. Boston. All the civilized world over. So why not London?

It was intuition of course on my part, and intuition only. What else could it be? The business schools teach that the four hallmarks of good new business launches are these: sound market research, skilful planning, a strong customer focus and a diligent execution performed in line with the plan. Well – I’ll tell you what I think. It is difficult to argue with an orthodoxy of that sort at first glance – and yet a reliance on these classic maxims is not in the least how an entrepreneur actually operates. It certainly was not how I was thinking at that moment. And the fact that I was not gave me one of my points of advantage against the overwhelming market leader of the time, WHSmith.

It is always so. The big corporations’ simple, blind, safetyfirst reliance on these classic maxims is invariably a severe mistake. It disadvantages them against the entrepreneur. For what is the weak link in it all? Market research. It always is. In existing markets intelligent researchers can forecast demand and evaluate competitive situations quite accurately. But when markets for any new products emerge (in particular for new technologies, but actually for any innovation or unorthodoxy), the only thing you can depend on is that all the research will be wrong. Even research from the best and the brightest, such as Proctor & Gamble, which we will discuss later.

It is not market research, but intuition that is the only way through. It is intuition that is crucial if a corporation is to enjoy continued growth into the future, find new markets, and exploit them. Intuition, and nothing else, will have to find those markets. But big corporations do not do intuition. What they do is safety. It is the reverse for entrepreneurs, who are all intuition and have contempt for safety. Big corporations will compare the new technology or product with the established technology and product, and then decide that the new is unproven and risky and the established proven and risk-free. You could say that corporations will – quite without fail – give the right answers to the wrong questions. It is not true, for example, to say that too many new, innovative products fail because the market research around them is faulty. The market research would not have been faulty, but irrelevant, and would have served only to confuse.

So, at Waterstone’s we used not one jot of market research in deciding our action plan. We just did it. And in that I would guess that we were typical of most, if not all, successful entrepreneurial start-ups. These arise almost every time from a founder’s probably sudden, blinding epiphany of vision for a market breakthrough in an area in which he or she has expertise. We could not afford market research. But what market research could have helped us anyway? The fact was that the bookshops of the sort we were looking for were not there. We knew with total clarity what we wanted them to be, and we knew they would work. Therefore we would open them ourselves: ‘Waterstone’s’ (I still recall the rush of intense pleasure as I saw the name go up over the door of our very first store, in London’s Old Brompton Road). My dream, the picture in my head, my bottom-of-the-barrel £6,000, my cry for literature, my personal statement, my name, the public encapsulation of my own personality. My bookshops. ‘Waterstone’s.’

Waterstone’s would be better than any bookshops anywhere. ‘Better’, for me, meant reliable, comprehensive, expertly chosen stock, so we decided to present an offer of such depth and range that in investment terms we had literally twice the stock-per-square-foot cover to that of other booksellers in Britain. It meant nice big stores, with a genuinely literary atmosphere, in residentially convenient locations. It meant opening as extensively as we could, including Sundays. (In those days opening on Sunday was illegal, but we thought the law an ass and we did it – running a public campaign on this issue, protesting that bookshops offered urban communities an unmatched cultural and leisure amenity on Sunday afternoons.) And it meant arts graduates, and only arts graduates, confidently literary people, staffing and running those stores. They would be unfettered by any excess of central control. All recruits would be hand-picked (by me personally, always) for their book knowledge and enthusiasm to use that knowledge. We told our people to regard their bookshops not so much as stores within a national chain, but as independent bookshops which just happened to carry the Waterstone’s name. Independent bookshops of the very highest quality. And we told them to accept personal responsibility for the achievement of that.

They did so. And in doing that, as Andrew Stilwell, one of Waterstone’s earliest staff members, reminisced in 2004 in the Guardian, they accepted that

managers, as part of their autonomy, were also encouraged to become good business people, rigorously mindful of profit and loss, balance sheets, business plans, budgets and forecasts – with the result that some of the most successful independent bookshops are now being run by former friends and colleagues from Waterstone’s … We strove to achieve the key skill of a good bookseller and the source of his/her pride in the job; not just intelligently stocking what people will expect to find in a bookshop, but second-guessing what customers will be surprised and excited by.

That was Waterstone’s and the vision. Hardly rocket science, and the better for that. Passionate book people running individual, passionately committed bookshops, and, free of centralism, taking personal responsibility for the quality of their bookshops and their financial results. We rolled out the stores across the country straightaway rather than concentrating only in the London area, as we had originally planned. And we did that because we became convinced that, outside a few travel books, reading tastes are universal rather than local. We barely changed our offer at all, region by region. We believed it would succeed anywhere. And we backed our hunch, opening, for example, a few years down the line in Gateshead in the north-east of England, an industrial town with raging unemployment and very low rates of higher education – probably the least promising social demographics you could find for literary bookselling anywhere in the country. We gave Gateshead our absolutely standard literary offer, exactly as we would in Cambridge or Oxford. It worked just fine. Never mind the demographics. Expose people to books, possibly for effectively the first time in their lives, and they will find within themselves an interest and a cultural capacity they perhaps never thought they had.

So, no market research for us as we set out on our way. If we had commissioned market research, it would no doubt have confirmed what everyone was telling us – that the death of the book was imminent. Everyone – the trade, the financial community, the general public – had been brainwashed by media futurology to believe that. The future was to be high tech and only high tech, and the very idea of the printed word on paper would prove in time to be an anachronism. City bankers – I remember them individually, I met them, I tried and failed to raise money from them – were scornful. They pronounced that it was not just the book that would shortly be dead, but newspapers too. No one would read anything by the time the end of the twentieth century came along, except for factual material in electronic form. Television would sweep the book away. And, incidentally, sweep away cinemas as well. Who on earth would go to inconvenient, draughty cinemas when you could watch movies on television in the comfort of your home?

The book was dead in the water, the movie-in-the-cinema was dead in the water. That was what the marketing futurologists were saying, and with absolute conviction. Rather as in future years they would tell us, with similar conviction, that there would never be a general consumer market for mobile telephones, as people would find the wretched things too much of a nuisance to carry around …

But what happened? Well – what happened in the mobile telephone market was Nokia, an outstanding example of a company that had the courage to drop business units of low or slow potential and concentrate entirely on one that they had the intuition to believe would prove to be a sensation. I repeat – they did it by intuition. The market research around the subject gave them no lead at all. It all sounds easy, given what we know now, but Nokia’s decision was very brave, way back in the late eighties, when the mobile telephone market was hardly off the ground. What Nokia understood was that they would have to get under the skins of the emerging consumers. They believed that the market, when it developed, was going to extend a country mile beyond the cold, business productivity tool that the contemporary researchers of the time thought was to be the mobile telephone’s sole usage. They believed something quite different – that the market would in time actually stretch way into the limitless field of informal social interaction. Chat, putting it bluntly. Lifestyle. Entertainment. People across the world would become addicted users. Design would be important, Nokia guessed, so they found world-class designers. Fashion too, street cred, funkiness, so they made multicoloured devices. Nokia read it exactly right. Their reward is that they are now probably one of the half-dozen most recognized, and thus inherently valuable, brands in the world. They deserve it.

Let us say it again – Nokia, ignoring the opinion of others, ignoring research, just used their intuition. Their action underlined the point that hypothetical market research – ‘what if’ research – probing the consumer about products that do not yet exist, always, quite without fail, proves later to be nonsense. As George Bernard Shaw said, the British people never know what they want until they are given it. Research-based futurology never works. What happened to mobile phones was Nokia. What happened to books is that the market proved to grow at nearly 5 per cent per annum compound (at current prices) since Waterstone’s was founded twenty-three years ago, and as much as 6 per cent compound since 1994. What happened to movies was the multiplex cinemas. Cinema-going by the end of the century was at the highest level in Britain since the 1920s.

Do the affairs of man necessarily improve? J. M. Keynes, writing in 1900:

The inhabitant of London could order by telephone, sipping his morning tea in bed, the various products of the whole earth and reasonably expect their early delivery upon his doorstep; he could at the same moment and by the same means adventure his wealth in the natural resources and new enterprises of any quarter of the world, and share, without exertion or even trouble, in their prospective fruits and advantages.

Futurology? One-click ordering may now have jazzy shopping trolley icons, but it is still home delivery. That is old, not new. E-mail may be a hundred times superior to snail mail, but Amazon still delivers your books by post or courier. Ordering your groceries from Ocado does not sound so far removed from ringing up the village store and getting them sent round in the van. And how wrong can the received wisdom of the time prove to be …

‘Everything that can be invented, has been invented’ – Charles Duell, US Commissioner for Patents, 1879.

‘I do not think that the wireless waves I have discovered will have any practical application’ – Heinrich Hertz, 1894.

‘It is apparent to me that the possibilities of the aeroplane have been exhausted’ – Thomas Edison, 1931.

‘There is not the slightest indication that energy will ever be obtainable from the atom’ – Albert Einstein.

‘There is a world market for six computers’ – Thomas J. Watson, chairman of IBM, 1956.

‘There is no reason for any individual to have a computer in their home’ – John Olsen, president of Digital, 1977.

No futurology for us at Waterstone’s then, and no market research. Actually, that is wrong. There was some market research, but it was free and of incomparable quality. Site selection was largely a process of following in other people’s footsteps. Marks & Spencer to be precise. The Marks & Spencer property specialists and their demographic models were good enough for us – where they opened, we opened. But we did so with one crucial difference. We could not take on prime rents, so what we did was open near to Marks & Spencer, but round the corner; off prime side streets sometimes, preferably – and this was quite crucial – in buildings of architectural interest. We trusted in the theory that if our stores were good enough – more than merely good enough, wonderful enough – then within a period of just a few months the word would get out, and people would set out to find us. And when they had, we would get our sales per square foot that we aimed for, but at much more moderate ongoing rental cost (not just in the short term, but with increasing benefit throughout the whole tenure of the long leases we sought).

We opened near WHSmith too, but that was for a rather different reason. We liked to tease them – the mighty WHSmith, holders at that time of by far the most dominant market share in books – by opening our stores as close to them as possible and taking them straight on. Right beside them, if we could. And another one right across the street. If our appetite in those days for so aggressively pulling WHSmith’s august tail surprises, I can only say in explanation that we had learnt that their directors were – publicly, and no doubt in their own eyes amusingly – at the time engaged in running a book, wagering on exactly which month we would go belly up. That joke must have palled for them a little when barely seven years after our start-up they asked us if they could invest in our business. We negotiated an entry price per share that represented a multiple of almost fifty-three times for the founders (527p against 10p). Their investment price had also had added to it a ceremonial one million pounds for the fact that they had fired me in 1981, an act from which the creation of Waterstone’s flowed a few months later.

I talk of teasing WHSmith. Maybe I should be a little more honest, as ‘teasing’ is not quite right. There is nothing like a highly personalized enmity, edging into vindictiveness, to get the entrepreneurial juices flowing. It is all part of the mindset. ‘We’re at our best when we’ve got a particular enemy,’ Charles Dunstone of Carphone Warehouse is quoted as saying. ‘We’re good haters.’ Think Branson and British Airways. Dyson and Hoover. Gates and IBM. Particularly colourfully these days, and in an enmity that holds the City of London agog, Michael Spencer of Icap and Terry Smith of Collins Stewart. As for me, I used to dream, nightly, of the WHSmith directors and the circumstances of their firing me. ‘I don’t mind much what you do now,’ the chairman had said to me as he walked out of the room, shrugging. He then looked back, briefly. ‘Maybe we’d prefer it if you didn’t open any bookshops.’ What prescience. ‘Eureka!’ I thought. ‘Bookshops!’

The first Waterstone’s was opened the following September. In the interim, trying desperately to keep my £6,000 untouched, on one occasion I went to sign on for the dole at my local unemployment benefit office. I stood in line, and, just as my turn came up, I turned away and fled the building. I sat in the borrowed car outside, alone, and cried. I was bigger than this. I was not going to stand in line for the dole. I was not a loser. I had six children who looked up to me. Waterstone’s was on its way. Waterstone’s would win.

I was still dreaming about WHSmith and its chairman until 1997, fifteen years later, when, with my personal circumstances then rather different, I launched a personal hostile bid for the WHSmith group at 385p a share, backed by UBS Warburg. The bid failed in the end – just – but it was extremely good fun. Personal, rather than corporate, hostile bids are very rare. It had been unbelievably enjoyable. And it proved to be exactly what I needed to clear my system. No therapist could have invented such a cure. The dreams stopped, as if by magic, and have never returned.

‘If you love your work, you will be out there every day trying to do it the best you possibly can, and pretty soon everybody around you will catch the passion from you – like a fever,’ Sam Walton said.

I did love Waterstone’s, and I very much still do, for Waterstone’s made my life, and defined my life. We believed we had a winner – we knew we had a winner – and, at least for me personally, committing myself passionately and unswervingly to that win was as necessary to me, and as instinctive, as breathing itself. At our best I felt that we made at the time – as pioneers, first movers in our field – a unique contribution to the day-to-day cultural good health of the nation. Greater than anybody’s. And that may well still be true today, however much more crowded the competitive environment may have become. Like Sam Walton, I was out there every day trying to do the best I possibly could. And others around me – they know who they are, and they know that I live for ever in their debt – did catch that passion from me, and ran with it.

It is like a fever. No doubt it happened to Gordon Selfridge, creator of the brilliantly focused eponymous Oxford Street department store, targeted then so exquisitely and precisely at the suburban middle class and at lower-middleclass London. It happened with Terence Conran in the 1950s, with his finely conceived, skilfully presented Habitat stores. It happened to Selim Zilka in the 1960s, as his Mothercare start-up – just a dream in his mind – identified and attacked a market gap so crassly obvious that one remains to this day wholly bemused as to why no one had spotted it before. His staff – his company – were drunk at the time with the exhilaration of victory, of proving their point.

John Sainsbury, the founder, is said to have had the courage of a lion, matched with a vision of the future for his family business so simple, so clear, so focused, so direct, that nothing and no one could or wanted to stand in his way. He was an elemental force. It was his vision, and his dream. He thought of nothing else. Hilariously really, ‘Keep the stores well lit’ were reputed to be his last, whispered words to his family on his deathbed. The story is so good that I really hope it is not apocryphal.

Many others have succeeded in delivering an exquisitely focused creative vision. It is happening today, for example, with that fine inventor and entrepreneur James Dyson, whose staff would die for him despite the ferociously demanding, exalted work ethic and insistence on quality that he imposes on them. Imposes? Not really. Dyson is one of a breed whom anyone would follow, blindly almost, given his messianic reach for excellence. Reaching for excellence is a compelling quality of leadership.

Perhaps I have a vested interest in this to get off my chest. At eighteen, I was sick for love of James’s older sister, Shanie (seventeen, and to this day every time I see a press photograph of James, so physically like her, I have a jolt in my heart). Maybe she will read this. I gave her a record of Charles Trenet singing ‘La Mer’. The sheet music, too. I laid my hand on her shoulder as she played it at her mother’s piano. All to no avail. She married an Irish peer, and produced a brood of what appears to be several dozen children.

Dyson, like many of his fellow entrepreneurs (including me), has had his trips to the financial canvas in his time. Quite a few in fact, as many of his early initiatives failed to find their market and his funding collapsed. It is those trips to the financial canvas that provide














































SWIMMING AGAINST THE STREAM
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