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It is a real privilege to be able to speak tonight and what I will attempt to do, as the title suggests, is look back over the last some 20 years and the lessons learned from Majestic.  I will then attempt to give you some thoughts on the next 20, but in these very difficult, uncertain, economic times that feels quite a challenge.

Despite nearly 20 years with Majestic, I still feel quite a new boy as many of you have been in the drinks industry all your careers.  My involvement started when I was Chief Executive of Bejam, the frozen food retailer and we acquired Wizard Wine run by Tony Mason in 1987.  I recall a food tasting just before that time in Bejam where we served journalists our new upmarket Piesporter having previously only sold Liebfraumilch and Hock.  Full time for me in the wine trade came following the takeover of Bejam by Iceland in 1989 and the purchase of the Wizard business with Tony and John Apthorp.

On my part it was a bold move, many said reckless, to see if we could grow a small business, then 10 stores, and a very different experience to running a large company.  Well it was very tough and the economy in the early 90’s as many of you will recall was very difficult.

Our ambition was really to become another Majestic and if possible merge with Majestic.  As you will know on Friday September 13th 1991 we acquired Majestic, then just over 30 stores and merged with Wizard under the strong Majestic name.
That is enough of the historical background but in the context of today’s economic climate, the deal could have some parallels.  Majestic was in big trouble following far too much debt been taken on following a “private equity” takeover in 1989.  We were able to do a deal with the banks for £2.5M which restored the balance sheet due to them writing off £6M of debt. Shareholders got little or nothing. Today’s very difficult climate will yield opportunities as well as challenges.

What did we see in acquiring a loss-making business in a difficult economy?

It was a business born in the early 80’s with some great strengths that needed restoring.  Great stores, particularly in London, good systems – who in any field of retailing in the 1980’s was capturing the names, addresses and purchase history of some 90% of their customers?

Very loyal customers- despite a very poor range in 1991 due to suppliers withdrawing credit, sales had not collapsed.  The early 1991January or February promotion was entirely Sauvignon (white not Cabernet) as the red wine had sold out at Christmas.
Very loyal staff who despite all the difficulties had stayed with the business and particularly in the stores really believed in it, and both in Wizard and Majestic, some very supportive suppliers who quite understandably had become very concerned about credit.

The medium term challenge in the face of strong supermarket and specialist competition was to prove that Majestic could succeed throughout the UK not just in the more prosperous parts of the South East. The London stores opened in the eighties are still some of the best performers today –Islington, Clapham, Shepherds Bush- but it is a real delight to have proven that Majestic stores can succeed all over the UK.
The short term challenge in 1991 was to get stock into the shops for Christmas, plan the integration of the businesses in 1992 and try to at least break even.

What we did not foresee was an even more difficult economy in 1992 and the devaluation following Black Wednesday which put us into loss with a very nervous bank threatening the overdraft. Several recent days will also qualify for the “black” label but that Wednesday will always be in my memory.
Difficult times necessitate and lead to bold solutions and alongside a painful round of salary cuts and some redundancies we quickly refocused our wine promotion and marketing strategy to give the platform that continues today.

Early 1993 saw the start of both country specific and region specific promotions allowing us to produce lists or flyers featuring details of wines and launch new wines in a focused way.  These could then be backed by a store tasting and dedicated product information for all our staff. 

We needed to grow sales to keep the bank on board - and it worked!

A white Burgundy promotion in early 1993 with an excellent tasting weekend, helped by a £2.99 lead price and a great feature in The Times started us off.  Back then real volumes were also being moved by being featured by Jilly and Oz on the Food & Drink programme and we were lucky there as well.

We were off and running, the year to March 1994 saw a profit, the first of an increasing run of 15 years of profit to over £16.5M last year on sales of just under £200 million. That compares to sales of around £30 million in the ’94 year.
So what are the continuing strengths of the Majestic business?  The heart of the business is wine. It runs through the veins of the business and my focus in this talk will be around wine although to a lesser extent beer and spirits are important as well.

The strength of a wine retailing specialist is that everyone is focussed on one thing – selling wine, aiming to sell better wine and achieving a higher share of the wine market. 

At  its simplest, wine and Champagne are heavy so car parking and delivery - for Majestic free throughout mainland UK – are a real customer benefit.  The average store is about 3300 square feet allowing us to hold stock in depth. A typical Majestic store will have 10 or 11 weeks stock so plenty to buy. We like prominent sites with obvious car parking and without overpaying on rent, convenient to a relatively affluent customer base.

I was frequently challenged by investors on why we could not find more new sites and so expand faster. The truth is that it is a real challenge to find 10 good sites each year and get them through planning to opening. To compromise on the quality, size or parking provision would be a big mistake as would overpaying on rent.
Not only will I hope most of you know some of the stores but also the range.

There is a constant focus on looking for new wines to add interest and value and offer wines for all occasions to a wide customer base.  My belief is that to run a successful multi site specialist the range should encompass value for everyday, as well as fine wine for special occasions. 
The average price of a bottle of still wine at Majestic is now £5.98 and the range is unsurprisingly broadest at around this level but entry point wine is essential to demonstrate value. Looking back at the prospectus we issued on our business flotation on AIM in 1996, the average price then was £4.58 and French wine represented 51% of still wine sales.

French sales last year were 41%.

Over the same period from 1996, Champagne has grown as a percentage of total sales from just under 13% to over 18%.
One of the relatively recent successes at Majestic has been the introduction of fine wine displays, now installed in some 50 stores. These feature around 50 new wines retailing at £19.99 and above, predominantly £20 to £40 but in some stores several hundred.  For too long, we felt and were told there was a glass ceiling on price of around £20.  Then we tried and it really worked.
I think that we all need constantly reminding that for many people wine choice is both bewildering and frequently frightening. Clear POS material is essential but so is enthusiastic, knowledgeable advice.  
Who wants to look foolish in a shop?  Tasting wine has always been a strong part of the Majestic proposition all day everyday plus many themed country or regional tastings.  Over 1000 bottles are opened in each store every year. What better way to ensure the customer knows the wine they are buying and what better way for all the staff to try the wines they are selling?

That leads me to the key to Majestic’s success, really great staff of whom I remain very proud despite my retirement.  We all sell a fabulous product, wine, which we know excites young people to learn and gives a tremendous opportunity for recruitment.
Nearly all Majestic store sales staff are graduates which is almost unique in any part of multiple retail.  They have the opportunity to learn, to travel, to sell to customers with a real interest in their purchases, to have fun (but work hard). Majestic currently employ 145 people who either have, or are studying for the WSET Diploma. Well trained, enthusiastic members of staff are without doubt Majestic’s number one strength.

And if backed up by a tightly cost controlled, well managed central distribution and administration, profit and growth can be achieved.
Any business needs to anticipate and react to changing outside influences and in some ways we were late introducing web sales. The late 90’s saw a number of new entrants on the web and a pioneering early move by Berry Brothers. We launched in 2000 and multichannel has become and will continue to be more of a key part of Majestic’s success.

The Majestic proposition is store based so store teams get the benefit of sales for their targets and liaise with the customer on free delivery.  Last year 8% of UK store sales which, given store sales to businesses is over 10% of consumer sales and growing fast.
Delivering a multi channel proposition I see as key to Majestic’s strength. Some customers will always want to visit stores, to learn from staff, see new wines, taste new wines.  Some never wish to bother and really like their wines delivered.

Many will do both depending on what the purchase is for and how busy they are.  The web really is the first “shop window” for the business and allows a level of information to suit the customer.

In addition being able to communicate with customers via email has created a new, environmentally friendly, very cost effective way to keep customers informed more frequently.

Far from being a threat to the existence of bricks and mortar retailers like Majestic, the internet has been a real gain and is key to future growth.

I am very proud of the growth of Majestic since the early 90’s but would be the first to acknowledge that this has been achieved in a period of consistent good growth in the off-trade wine market.
Still wine sales have grown from around £1.5 billion in 1994 to £4.5 billion now, so a 3-fold increase. This brings me to the present and a view of the future challenges for wine retailing.
I am delighted that in addition to some new non-executive roles outside the industry, I have been proposed to chair the Wine and Spirit Trade Association from next year.  We operate in a wonderful, very sociable industry, sell great products and probably in these tough times need to remind ourselves of that.

Our industry faces more regulatory challenges now than could ever have been envisaged 20 years ago and wine retailing is an integral part of the alcohol debate.  I don’t intend this evening to go further into this very important debate except to say two things from my personal view.

Firstly, it is vital I believe the whole industry presents one voice in the debate and that secondly we achieve a more balanced debate and don’t let the puritans dominate.  One plea – sign up for the Drinkers Alliance and encourage others to do so.
Despite the challenges, both economic, regulatory and puritanical, I am sure that wine retailing can and will have a good future in the next 20 years. 
 Recent growth has been stimulated by consumers switching and consuming more wine.  The ageing demographic profile will help our industry but success lies in attracting more younger wine drinkers.
We need to both inspire and educate consumers.  Wine needs to be much easier to understand and relate to.

Some of the practical things that will make wine more attractive to consumers are:

Clearer wine labels - research shows 74% of people choose primarily by grape variety but too many European wines are just plain confusing to new consumer. We need to innovate:

New packaging 

Lighter bottles saving glass


Lower alcohol wines

And we need to think about more ways to achieve media attention for positive stories both supporting our wine journalists and in wider media.

I spoke earlier about the role of the web for Majestic and I firmly believe there are real opportunities for the whole industry, suppliers and retailers, in engaging with tomorrow’s customers.
  Research shows that consumers are looking for more information on line, easy to navigate sites and want to buy from trusted retailers.  There is no better way for retailers and suppliers to provide as much information as an individual consumer wants on tasting, wine specification, food matching.
Whatever the growth in the wine market over the next 20 years, I am certain that the internet will have a significantly greater share and that multi channel businesses will benefit.

Recognising the complexity of wine, as consumers show an interest, I am also sure that we can do more to help them in their learning and appreciation.  Whether this is via large consumer tastings that many companies already hold, courses by the WSET, paid for wine appreciation courses or wine knowledge introduction held in store using talented enthusiastic staff in the early evening.  There is I am clear both a demand and an opportunity to encourage our twenty to thirty year old consumers and show the benefit of spending  a bit more on a bottle of wine.
I remain a huge enthusiast not just of Majestic but the whole industry.  We sell products we love and have some great producers.  We have some real challenges ahead but we owe it to tomorrow’s consumers and ourselves to succeed. 
