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23   Inside Panera 
Call it purpose-driven business. Call it triple bottom line. 
Or, as Guest Editor Ron Shaich prefers,  
Conscious Capitalism. It’s on display at Panera. 
By Peter Romeo

 Welcome Guest Editor 
Ron Shaich
For our second annual Guest Editor Issue, we are lucky to 
have Panera Bread founder Shaich wielding the red pen. 
See page 12 for an introduction to Conscious Capitalism—
Shaich’s chosen topic for this issue.
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O n first blush, it’s like learning Warren Buffett 

has changed his name to Moonbeam and 

moved into a commune, one sweat lodge 

over from Donald Trump’s. Panera Bread, one of the 

restaurant industry’s biggest financial successes, the 

proof of free enterprise’s potential, the pin-up above 

the headboard of so many arch-capitalists, isn’t sold 

on the whole profit-motive thing. 

To hear management tell it, last year’s $1.8 bil-

lion in revenues and $136 million in net income 

were the by-products of a long-range drive toward 

something more profound than money for money’s 

sake. They talk about taking a broader approach 

where employees, guests and host communities 

have as much influence on business decisions as the 

shareholders—and this from a public company.  

To many in the restaurant business, it’s as coun-

ter-intuitive as encouraging guests to pay what-

ever they want, if they pay at all—which Panera is 

already doing at a few outlets, with an ultimate goal 

Panera’s  
higher  
purpose
Inside a values-driven 
powerhouse

By Peter Romeo

of spreading the Panera Cares program to every city 

in the country.

But that’s the sort of noble gesture you can pull 

off at three units, or even 30. How does this new 

strain of capitalism work at 1,600 bakery-cafes, not 

to mention a headquarters answerable to a return-

obsessed Wall Street?

“It’s not always formally stated, but it’s what 

Panera has always been about,” says CMO Michael 

Simon. “How do we infuse more humanity into what 

we do? It’s moving beyond our functional benefits, 

to our values, beliefs and philosophies. Why do we 
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exist as a corporation?”

In the practical terms spelled out by 

Simon and his boss, co-CEO Ron Shaich 

(who shares duties with co-CEO William 

Moreton), that means focusing the lens of 

a kinder capitalism on four areas: 

Food 

“We’re trying to be a change agent in fix-

ing a broken food system,” says Simon. 

“First and foremost, how does a human-

istic company go about sourcing? We 

want to go from field to fork as quickly as 

possible, so our food is as fresh, as tasty 

and as nutritious as possible.”

Three years ago, the chain adopted 

new procedures for how its lettuce was 

harvested and transported. The result, 

Shaich said at the time, was “much tighter 

quality and much tighter temperature 

controls over our lettuce, all the way from 

the field through distribution to the bak-

ery-café.”  He was addressing Wall Street 

analysts, not foodies or mommy bloggers, 

yet he spoke solely in terms of quality, 

not cost or margins. Indeed, he stressed 

that Panera’s salad would improve to $12 

quality, but the chain would continue to 

charge in the neighborhood of $8.

Transparency is a big part of the food 

piece, adds Simon, stressing that Panera 

was the first chain to post calorie counts 

on menu boards nationwide. He voiced 

the brand’s intention to remain forth-

coming about what’s in its food.

Setting
Even before Panera was Panera (the com-

pany grew out of Au Bon Pain and St. Louis 

Bread Co.), “I wanted to create a restaurant 

where I wanted to visit,” Shaich said in an 

interview with Restaurant Business.
Simon views it from a higher altitude: 

“How do you create a dining environ-

ment with a real human lens?” That 

means striving for customer comfort, 

a conscious departure from the quick-

service imperative of churning bodies 

through a store as quickly as you can 

process transactions. Panera, says Simon, 

is committed to pursuing a residential 

look and feel, designed for people rather 

than throughput, with the pleasantness, 

comfort and amenities that invite longer 

stays. The idea, says Shaich, is to provide 

“a gathering oasis.” 

Customers
Panera had an eye-opening experience 

during a research project where consum-

ers were asked to assess a few changes 

under consideration for the brand. As 

Simon remembers it: “They told us loud 

and clear, ‘Don’t tell us what you intend 

to do. What do you value, what do you 

feel, what do you believe? We want to 

associate with companies that share some 

of our values.’”

The upshot, he says, was striving 

for “an elevated relationship, a deeper 

related experience with our customers. 

Today I think people hunger for a per-

sonal connection. We can effect that and 

differentiate ourselves on that sense of 

connection.”

Toward that end, he said, the company 

“We Want to go from  
field to fork as quickly as possible.”

RESTAURANT BUSINESS: So why did 
you want to focus on Conscious Capitalism 
for this issue?
SHAICH: Conscious Capitalism is an 
expression of how I’ve always found success 
in the restaurant industry. I think that our 
whole society, our corporate society would 
be… better served if they think about their 

Q&A with Ron Shaich
The Conscious Capitalist

guest editor ron shaich and restaurant 
business editors peter romeo and sam smith
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businesses in relationship to it. my greatest 
hope is just to open people’s minds to better 
ways to do [business].
RB: Is there anything about this moment in 
time that makes this sort of business model 
more compelling to customers? 
SHAICH: we live in an oversold, over-
hyped, over-commercialized society where 
people feel gamed and manipulated. 
Those [companies] that stand for some-
thing that consumers trust stand in stark 

contrast to the more mechanistic model.
RB: Do you think that trust in companies is 
what gets consumers excited?
SHAICH: I think we live in a world of finan-
cial distrust of our institutions, of all of our 
institutions. where it used to be you gave 
these institutions credit, we live in a society 
today where we automatically assume these 
institutions are out to get us in some way.

we live in a society in which we’re think-
ing shorter and shorter term, but real values 

often require long-term commitments and I 
think that applies in business. 
RB: what is long term for you?
SHAICH: Three, five, seven, 10 years… 
I’m completely focused on trying to figure 
out, “where is the future going?” where is 
Panera’s competitive position going to be in 
that future? and how do we serve our higher 
purpose as that future unfolds? 
RB: how much uncertainty is involved  
in this? how often do you make decisions 

is switching to marketing methods that 

are less one-way. “There’s an opportunity 

to have a real-live dialogue through social 

media, so we’re taking a more aggressive 

stance there.”

Panera also wants to turn its affin-

ity program into what Simon tags an 

“engagement program.”  

“If  you’re a customer who likes 

to bake, we can give you recipes,” he 

explains. “We can give 

you t ips  f rom our 

own bakers. Or we 

can put you in touch 

with other customers 

who have an interest 

in baking.”

He also cites the 

possibility of giving 

patrons a sneak peek 

at possible menu addi-

tions before they hit 

test units, not only to 

get their feedback but 

to give them a real 

influence over what 

they’re offered. It’s let-

ting them determine 

what they want to buy, 

instead of  copping 

competitors’ emphasis on cheapness.  

“Our inspiration is not just how do 

we get them in more often, but how to 

maintain and further that affinity so it’s 

more of a conversation,” Simon says.

Workforce
Panera executives say the cornerstone of 

their variant on capitalism is a pledge that 

employees be treated by every member 

of the organization with at least as much 

kindness, consideration and respect as 

guests and investors.

“We want an environment that’s fam-

ily-like, compassionate and caring, that 

makes me feel like I’m part of something 

much larger than myself,” says Simon. 

“Ideally you feel like part of something 

that’s in line with your values, that you 

don’t have to separate your personal life 

from what you do at work.”

“People come to work, and they leave 

themselves at home. That’s really crazy,” 

says Shaich. “What I’m talking about 

is a much more natural way to operate 

organizations.” Less role-playing, less 

awareness of who has to fear whom, and 

much more of a concerted effort with 

common objectives.

That high-care, anti-caste attitude 

translates into practices like offering 

healthcare coverage and other benefits 

to all employees, down to the crew level.

“If you’re not going to take care of 

your people, how are you going to deliver 

on your higher purpose?” asks Shaich.  

And to make sure they are people the 

company actually wants to take care of 

there is a strict “No Jerks” hiring policy 

written into the restaurant’s cultural 

“We Want an 
environment that’s 

family-like.”



Restaurant Business      May 2012 www.monkeydish.com28

values statement.

The company’s cultural values state-

ment helps guide things, as does a formal 

document known as Concept Essence. 

“Eighteen years later, that’s still our 

vision,” Shaich says. “People are always 

asking me, ‘What’s new and different for 

Panera?’ You know what I want to say? 

‘Nothing. We’re doing the same thing. We 

just want it to be better.’”

Community
“Over the last six months, we rethought 

how we impact society in a more mean-

ingful way,” says Simon. “We’ve sup-

ported hundreds of small groups and 

charities over the years.” Now, he says, 

Panera is looking at such steps as harness-

ing that force for good into a nationwide 

mega-program, run in collaboration 

with a “good strategic partner.” Several 

are under consideration, but he begged 

off revealing them.  

He indicated the chain would try 

to harness its nation-

wide might to comple-

ment the various local 

programs in which the 

brand is involved, not 

supplant them. It fits 

what Shaich calls “leveraging our scale 

for more good.” 

To further harness that strength in 

numbers, Panera is considering the for-

mation of what Simon calls a “volunteer 

corps,” a change army of employees and 

customers whose numbers and contrib-

uted time would be a considerable force 

for social good.

And, he indicated, the chain is 

reminding vendors that it prefers to do 

business with companies that share its 

values and goals. Among those objectives 

is alleviating food insecurity, the gnawing 

uncertainty that sociologists say a sur-

prising number of Americans feel about 

the source of their next meal.

Panera has several programs in place 

to serve the hungry. Unsold breads, pas-

tries and bagels are donated at the store 

level to local charities through an initia-

tive called Day-End Dough-Nation. 

And then there’s Panera Cares, the 

non-profit venture launched in 2010 

about the direction to take your company 
that you don’t know if it’s going to work 
or not?
SHAICH: let me start with something: life 
isn’t about certainty. you want certainty? 
Stay in bed. I mean, walking across the 
street is uncertain.

I would say to you that what we at 
Panera try to do is make what we call… 
smart bets. I don’t gamble. I don’t like to 
play any game where I don’t feel like I’ve 

got the odds with me, and so to me a 
smart bet is where we feel like we under-
stand something, we know something  
that somebody else doesn’t… The con-
cept of smart bets is making informed 
decisions rooted in a long-term stand and 
a clear vision of the future. Now, let me 
say that I’m risk averse. I think most smart 
entrepreneurs are. 

you create a competitive position by  
coming from something that isn’t the 

flavor of the month, that’s what higher 
purpose is… 
RB: If you were giving a small chain advice 
on getting involved in Conscious Capitalism, 
what would your advice be?
SHAICH: Believe in yourself and why 
you got into it. Believe in the things that 
attracted you to this industry, which is mak-
ing a difference in the lives of your guests. 
Believe in what you did when you ran one 
restaurant, which is you treated the people 

“We’re trying to be a 
change agent in fixing a 
broken food system.”

“people hunger for a 
personal connection.”
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with the objective of feeding anyone who 

needs a meal. At the three Panera Cares 

Cafes currently open, consumers can 

order from virtually the same menu used 

at a regular Panera unit and consume it 

in the same sort of setting. But they pay 

whatever they feel they can afford. 

A recommended donation is provided 

for each item, but the outlay is purely 

at the discretion of the guest. About 20 

percent of customers pay more, about 20 

percent pay less, and the other 60 percent 

pay the recommended amount.

Two more of the non-profit restau-

rants are under development. “The goal 

is to have a Panera Cares Café in every 

city,” says Simon. 

What about the shareholders?

Not on the checklist for serving Pane-

ra’s higher purpose is the capitalism part 

of conscious capitalism. And that’s by 

careful calculation. 

Indeed, the dollars-and-cents cost of 

any initiative is a lesser priority than its 

effect on guests and employees. “This isn’t 

anti-profit, it’s how you get it,” says Shaich. 

“We align the concept with the higher 

purpose, and we have stronger unit-level 

performance as a result. The by-product 

of that is growth, and the byproduct of 

growth is corporate performance.”

Traditionally, “our higher purpose was 

very simple:  To make a difference in the 

lives of our guests and our people,” says 

Shaich. “Profit is not the end, but it is a 

byproduct.” He pauses. “We also deliver 

in the short-term. It is the ante that allows 

us to make long-term commitments.”

Shaich says his company has operated 

that way since he opened a bakery-café in 

the Boston area in the 1980s. “How did we 

create Panera from this? We used Conscious 

Capitalism, not knowing those words.”

Panera is becoming “a little more 

overt” in using the philosophy of Con-

scious Capitalism to frame its activities, 

according to Simon and other execu-

tives. “Only in the last year have we artic-

ulated that matter of why we exist as a 

company,” he says.

Says Shaich: “For us, this clear vision 

has become like the North Star.”             n

you worked with humanity and dignity 
because they worked right next to you. 
Take care of your stakeholders and let the 
profits follow. Don’t focus on growth as the 
end, focus on running a great restaurant. 
when you run one then focus on how do 
I do that multiple times? But it’s that one 
restaurant that’s the key, and in so many 
ways I would argue that the big companies 
have got to learn from the little companies. 
The little companies are the ones creating 

incremental value. It’s the big companies 
that get disconnected, and the totality of 
the challenges of running huge organiza-
tions with tens of thousands of people and 
constituencies and numbers, and the fact 
that it’s so important locks executives of 
larger companies up. and I would argue 
success comes when guys like me who 
are involved in running big companies think 
and act from the paradigm of running one 
store very well.
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There’s something in the 

air.

McDonald’s announced in 

February it was working with 

its pork producers to phase 

out gestation crates for its pigs.

In March, at the annual 

Starbucks company meet-

ing , chairman and CEO 

Howard Schultz told the 

gathering, “The value of 

your company is driven by 

your company’s values.”

In the broader business 

arena, Greg Smith, a former 

Goldman Sachs executive, 

took to the op-ed page of The 
New York Times and eviscer-

ated his former employer, 

writing, “It makes me ill how 

callously people talk about 

ripping their clients off.”

And, of course, leading 

this embrace of values-driven 

business practices, in 2010 

Panera Bread launched its 

Panera Cares initiative; Panera 

units—three currently—

where customers pay what 

they can afford for a meal.

There’s a reason these 

headlines stand out, isn’t 

there? They are not what we 

expect from profit-obsessed 

corporate America, a group 

with a lower approval rat-

ing than the U.S. Congress, a 

recent survey showed.

Last October, Ron Shaich, 

co-CEO of Panera Bread and 

Guest Editor of this issue of 

Restaurant Business, wrote for 

the Harvard Business Review, 

“By serving narrow self-inter-

Better business
Meet Conscious Capitalism

ests, we—the business people 

of this country—basically 

facilitated this mistrust. We 

have been purveyors of our 

own doom. There’s a reason 

the Occupy Wall Street move-

ment was hatched and a rea-

son why its message is growing 

more pervasive.”

With that in mind—and 

drawing on his own business 

success—Shaich decided, as 

editor, he wanted to see this 

issue of Restaurant Business 
focus on something called 

Conscious Capitalism.

“Conscious Capitalism 

is an expression of how I’ve 

always found success in the 

restaurant industry,” Shaich 

says. “I think that our whole 

society, our corporate society 

would be… better served if 

they think about their busi-

nesses in relationship to it. My 

greatest hope is just to open 

people’s minds to better ways 

to do [business].”

Restaurant Business edi-

tors worked with Shaich and 

his team to develop and edit 

stories in the MonkeyDish 

section and feature well of the 

magazine. Skills and Menu 

R&D are not part of the guest 

editor issue. 

Whi le  the  f l i ckers  of 

humanity some businesses 

are beginning to show in 

the headlines above point to 

a general trend, Conscious 

Capitalism represents a busi-

ness strategy, a way of running 

every aspect of your company 

MonkeyDish
that brings profits as a byprod-

uct of bringing greater value to 

all a company’s stakeholders—

employees, vendors, custom-

ers, the community—rather 

than just the shareholders.

Profit as a byproduct— 

rather than a central con-

cern—is a revolutionary 

concept, but one that seems 

to make more sense every 

day as Conscious Capitalist 

companies like Whole Foods, 

Trader Joe’s or Panera itself 

show industry-leading profits.

The main tome of  the 

m o v e m e n t  i s  F i r m s  o f 
Endearment ,  w r i t ten  in 

2007 by Rajendra S. Sisodia, 

a professor of marketing at 

Bentley College with PhDs 

from Columbia. 

The book can be off-

putting to the traditionally 

minded businessperson, with 

its focus on things like how 

“corporate America has too 

few leaders who open their 

mental ears to their inner 

voices.” Or its unabashed use 

of “love” as a guiding business 

principle.

However, with char ts 

showing the performance 

of  an index of  Conscious 

Capitalist firms producing 

an aggregate return of 1,026 

percent over 10 years—far 

surpassing the S&P 500—it 

becomes easier for the uniniti-

ated to appreciate the concept.

You’ll get a deeper under-

standing of that concept as 

you read this issue. But the 



basic idea is that by bringing value to 

shareholders—looking after employees 

beyond what is required, making sure 

vendor relationships are win-win, return-

ing capital to the community rather than 

just taking—you create a deeper, more 

meaningful relationship with customers. 

You earn a level of trust with them that 

translates into a level of brand loyalty you 

can’t acquire through traditional business 

means. And, as Sisodia points out, it “is 

not about corporate social responsibility. 

It is about sound business management.”

Sisodia argues that Conscious Capi-

talism has gained a foothold in today’s 

market due to societal pressures. Primary 

among them is the Internet, and its abil-

ity to make businesses more transparent 

whether the business wants it or not. The 

uproar over “pink slime”—the processed 

beef product chemically treated to kill 

off bacteria and used as a hamburger 

additive—is a prime example. It is hard 

to imagine the product being exposed 

or the kind of brush-fire response before 

social media.

Customers are armed with more infor-

mation about your business practices, and 

they are acting on their values. If you share 

their values, great; if you don’t, look out.

Sisodia also points to the aging popu-

lation as a contributing factor, arguing 

that the attributes of older Americans—

mainly a greater reliance on subjective 

determinations of values rather than 

relying on “the ‘herd’ behavior that is 

so prevalent among youth”—is driving 

people toward fulfillment based on what 

they feel is really important in life.

Whether he has correctly identified the 

triggers for this “Age of Transcendence,” as 

he calls it, his idea of firms of endearment 

has found many adherents through the 

Conscious Capitalism Institute, where 

he is an “ambassador.” See the story on 

page 44 for some examples of businesses 

who’ve bought into the concept and their 

advice for you.

“You often hear CEOs say that their 

first obligation is to their sharehold-

ers,” Shaich recently wrote. “I agree, but 

shareholders are served best when CEOs 

focus on serving the range of stakehold-

ers involved in a company first. We have 

to remember that public companies are 

chartered to serve our society, not simply 

the shareholder. In the end, long-term 

shareholder value is delivered when com-

panies relish their broader role. Today we 

call it Conscious Capitalism; tomorrow 

a new term will emerge. Whatever the 

name, we need more of it.”      —SaM SMith

monkeydish

The Conscious Capitalism Wheel

ADVERTISEMENT

Making Lighter 
Burgers Sing 
with Flavor
Big, beefy burgers are the rage 
on menus today. But even the 
biggest burger fans don’t eat 
them every day. That’s why an 
increasing number of restaurant 
operators also offer a turkey, 
bison or tuna burger that is lighter 
but still full of flavor. 

Building a burger with very  
lean proteins is a job for  
KRAFT Mayo with Olive Oil. This  
lighter, premium mayo has all 
the flavor of regular mayonnaise 
but only half the calories and  
fat. The olive oil in the mayo adds  
premium taste, texture and 
moistness that enhances a lighter 
burger and helps it keep pace 
with its beefy counterparts. 

Spread KRAFT Mayo with Olive 
Oil on a grilled turkey patty for 
extra zest or mix it with chopped 
fresh ahi tuna, ginger and 
scallions to create a gourmet 
tuna burger. Your customers 
will appreciate the flavor and 
moistness as much as the 
reduction in fat and calories. 

Of course, that’s not all KRAFT 
Mayo with Olive Oil can do.  
It’s also a great choice for making 
light and flavorful salads, 
sandwiches and appetizers.

For more information and recipes 
featuring KRAFT Mayo with Olive 
Oil, visit kraftfoodservice.com.

higher  
purpose

conscious
culture

stakeholder 
orientation

conscious
leadership

Conscious Capitalist businesses adopt 
a higher purpose that transcends 
profit maximization. 

they seek to benefit all of  
their stakeholders, including  

customers, employees,  
investors, suppliers and  

the larger community—
rather than just  
focusing on generating 
profits.

Conscious Leaders 
see that profit is one 
of the purposes of the 

business, but not the 
sole purpose. they reject 

a zero-sum oriented view of 
business and look for win-win 

approaches that offer value  
simultaneously to all shareholders.

Captured in the  
acronym taCtiLE:  
trust, authenticity, Caring, 
transparency, integrity, 
Learning and Empowerment,  
the word tactile also suggests  
that the cultures of these companies  
are very tangible to their stakeholders 
as well as to outside observers.

SourCE: ConSCiouS CapitaLiSM inStitutE



“If we want to liberate our potential to do good work in the world and to have a 
positive effect on the world, we need to believe that what we do matters.”

monkeydish
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Companies Profit 
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Raj Sisodia, David 
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(2007)

Be the 
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Entrepreneurs 

and Conscious 

Capitalists Can 

Solve All the 

World’s Problems

Michael Strong 

Foreward by  

John Mackey  

(2009)

Conscious 

Business:  

How to Build 

Value Through 

Values

Fred Kofman  

(2006)

It’s Not What 

You Sell,  

It’s What You  

Stand For: 

Why Every 

Extraordinary 

Business Is 

Driven by Purpose

Roy Spence and 

Haley Rushing 

(2009)

M I C H A E L  S T R O N G
F o r e w o r d  b y  J O H N  M A C K E Y,  C E O

Whole Foods Market

Be the
Solution

How Entrepreneurs and

Conscious Capitalists

Can Solve All the

World’s Problems

What if the distinction between business and doing 
good vanished? What if all those who engaged in 
business were committed to a deeper purpose, and all 
those committed to doing good were entrepreneurial 
and enterprising? What would it take for a world 
of seven billion such people to solve all the world’s 
problems?

More and more people are looking for meaning and 
purpose in their lives as employees, as consumers, and 
as investors. More and more people have more than 
enough material goods and are more interested in the 
qualities of the goods they buy; in the experiences 
associated with the services they provide and buy; in the 
way the companies they buy from act as citizens; and 
in self-actualization—rising up Maslow’s hierarchy. As 
an increasing percentage of the population reaches the 
point at which they no longer need more stuff, what 
will they do, how will they live their lives?

If you are one of these people, wondering where to go 
from here, how to “be the solution” in the twenty-first 
century, Be the Solution provides an original perspective 
on how to create a better world. Focused entirely on 
entrepreneurial and Conscious Capitalist solutions to 
the challenges and opportunities facing humanity, Be 
the Solution shows how the entrepreneurial passion to 
create a better world, in combination with Conscious 
Capitalist business practices, can solve far more of the 
world’s problems than any other approach.

In combination with leading Conscious Capitalists such 
as John Mackey writing on “Conscious Capitalism,” 
leading social entrepreneurs such as Muhammad 
Yunus writing on “Social Business,” and leading legal 
reform experts such as Hernando de Soto writing on 
“Is Economic Freedom for Everyone?,” entrepreneurial 
educator Michael Strong lays out a philosophical, 
social, and legal framework for a FLOW vision through 
which all problems may be solved entrepreneurially.

F.L.O.W., Inc. is an organization cofounded by John 
Mackey and Michael Strong to promote Mihaly 
Csikszentmihalyi’s concept of flow as optimal 
experience—the state in which we are so immersed in 
challenging, creative activity that we forget that time is 
passing. To be engaged in flow activities is happiness 
itself. Whether we are creators of enterprises or 
entrepreneurially creative within our life as employees, 
we can embody the entrepreneurial spirit and, in the 
words of Michelangelo, “criticize by creating.”

In addition, FLOW refers to the global flow of goods, 
services, capital, humans, ideas, and culture, in a 
positive win-win-win world based on love rather than 
fear. Combining the best of the positive psychology 
and human potential movements with the best of free 
market thinking, FLOW offers a unique perspective 
on how to Be the Solution in the twenty-first century.

MICHAEL STRONG, educated at Harvard, St. John’s 
College, and the University of Chicago, has created 
several high-performance private and charter schools, 
including a school that was named the 36th best 
public school in the United States on the Washington 
Post’s Challenge Index. The author of The Habit of 
Thought: From Socratic Seminars to Socratic Practice, 
Strong has consulted for hundreds of educational 
institutions around the world. Prior to his career in 
education, he was a doctoral student at the University 
of Chicago working on a dissertation on “Ideas and 
Culture as Human Capital” under economics Nobel 
laureate Gary Becker. Strong is currently the CEO and 
Chief Visionary Officer of FLOW, Inc., the nonprofit 
organization he cofounded with John Mackey.

Ja c k e t  Im a g e :  ©  Ju p i t e r  Im a g e s

$24.95 USA / $29.95 CAN

( c o n t i n u e d  o n  b a c k  f l a p )

( c o n t i n u e d  f r o m  f r o n t  f l a p ) Praise for

Be the Solution
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“ In the past, many believed you either went into ‘public service’ to do good, or you ‘went into 
business’ to make money. Few realized that the long-term success of business depends on serving 
people, not making money. Few realized that perhaps the best way to serve the public was 
through free enterprise. Whole Foods Market founder John Mackey, visionary thinker Michael 
Strong, micro lender Muhammad Yunus, and a few others understand these truths. Be the 
Solution is the best single book to read to understand the emerging ways in which entrepreneurs 
can change the world.”
— GARY HOOVER, serial entrepreneur, founder of Hoover’s Business Information Service,  

Hooversworld.com

“ Michael Strong speaks the truth. A must-read for our new American government.”
—SAM WYLY, founder, Green Mountain Energy; author of 1,000 Dollars and an Idea

“ This book is totally fantastic. Treat your mind to a feast. Use it to tune your vision towards what 
really works.”

—CHARLES HARPER, Senior Executive VP, Chief Strategist, John Templeton Foundation

“ Perhaps more than ever before, young people today are motivated by the desire to make the world 
a better place. Unfortunately, many have little idea about how to do it and their educational 
studies provide them with little direction. In contrast, this book is a road map about how we 
can get from where we are to where we want to be—to a more peaceful, more prosperous, and 
more environmentally sound world. Plus, it is exciting, uplifting, and adventurous. Indeed, it 
provides the recipe for a better world.”
— DR. JAMES GWARTNEY, coauthor of Economic Freedom of the World: 2007 Annual Report;  

Gus A. Stavros Eminent Scholar Chair at Florida State University

“ This is a very thoughtful and timely book that asks us to look around—and to look within—the 
amazing opportunities that entrepreneurship offers to the world. I recommend this book to 
anyone interested in finding solutions to the current crisis.”
—GIANCARLO IBARGUEN, Executive President, Universidad Francisco Marroquin

“ At last, a book about the heart of capitalism as a force for creating good in the world for solving 
many of our tough societal problems. I hope our political leaders read it.”
— R. EDWARD FREEMAN, Olsson Professor of Business Administration, Academic Director,  

Business Roundtable Institute for Corporate Ethics, University of Virginia

The Conscious Capitalist 

movement has gener-

ated a number of books to 

help get you up to speed.

Firms of Endearment is the 

primary text, but the others 

are suggested by the Conscious 

Capitalism Institute as well.
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A t first glance, Bill Flagg 

and Michael  Farel lo 

seem to have little in common. 

A million bucks is a big invest-

ment for Flagg, who puts it into 

fledgling E-commerce startups. 

Farello is a partner in a $2.5 

billion private equity firm that 

focuses on mid-sized consumer 

product companies.

But despite differences in size 

and sectors, they share a com-

mon philosophy, which they call 

Conscious Capitalism. They seek 

out companies whose loyal-

ties are broader than just 

to their stockholders, 

and they argue that 

such a business model 

offers advantages over 

the standard one. 

Flagg, in Boulder, 

Colorado, tries to take 

equal care of employees, 

customers and suppliers. 

“All my companies tend to 

have more loyal customers 

and more loyal employees,” 

he says. “Employee costs tend 

to be lower. It’s a better work 

environment, so they don’t 

have to pay as much. It’s the 

same with suppliers. As we 

treat them better, they tend to 

be more creative in coming up 

with solutions, more proactive 

in helping us out than if we 

were squeezing them for every 

last penny.”

He compares his ethic to 

organic farming. “You’re look-

ing at it more holistically,” he 

says. “Organic farmers get 

fruits and vegetables that have 

more nutrients packed in. 

They’re better products. It’s the 

same with the businesses I’m 

involved in. They tend to be 

able to provide better products 

and services, a better environ-

ment for people to work in, and 

better profitability, too.”

Farello, a partner with Cat-

terton Partners of Greenwich, 

Connecticut, echoes the holis-

tic principle. “The traditional 

model is single-mindedly 

focused on one constituent,” 

he says. “Sometimes it’s on 

Doing well
 

In the book Firms 
of Endearment, an 

index of Conscious 

Capital businesses 

are compared 

with companies 

profiled in the 

ethical business 

book Good to Great 
and with the S&P 

500. Conscious 

Capital businesses 

outperformed 

them all with an 

aggregate return  

of 1,026 percent  

over 10 years.

returns, sometimes on employ-

ees, sometimes on customers. 

Implicitly, when you become 

single-mindedly focused, you 

make tradeoffs that will hurt 

you long-term. To make deci-

sions with all those constituents 

in mind, you end up building a 

stronger company.”

He points to O.N.E. Coconut 

Water, a fast-growing natural 

beverage maker that donates to 

more than 50 environmental 

and children’s health organi-

zations. “You can’t look at this 

as just an expense item,” he 

says. “It is building a loyalty in 

the customer base. It’s paying 

dividends for them that we’re 

seeing over time, as the business 

is accelerating and ramping.”

Over the past five years, 

Farello has seen a surge in 

such startups. He credits a 

few public companies as role 

models for young entrepre-

neurs. “When they look at the 

successes of Whole Foods and 

Trader Joe’s,” he says, “it’s now 

a proven ground that’s been 

demonstrated.”

Farello thinks foodservice is 

a natural fit. “In businesses like 

restaurants and retail, where 

you have a large employee base 

and a lot of direct customer 

interaction, this notion of 

Conscious Capitalism becomes 

even more powerful,” he says, 

“because you’re influencing 

those interactions more than 

consumer product companies 

are able to do. You can make it 

part of the value proposition.”

—StEvE brookS

Putting 
up the 
cash

What investors 
see in Conscious 

Capitalism 0
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the fact that we’ve been enor-

mously blessed at Panera. 

We’ve seen great success both 

individually and corporately. 

At the franchisee level, we’ve 

always given back to our com-

munities and the culture of 

giving back drew many of 

us to the company. But what 

I asked Ron that night was 

‘What’s our Ronald McDon-

ald House? What are we doing 

corporately that people can 

immediately identify as some-

thing that goes well beyond 

the serving of our products?’ 

I didn’t have a vision for 

Panera Cares, I just asked the 

question. I believe the idea 

was planted in Ron’s heart 

long ago, that God breathed 

in him and the vision took 

shape through a lot of dialog 

and conversation.”

Saber, who outside of his 

restaurant business is active 

in Christian ministries world-

wide, says initiatives such as 

Panera Cares embody the type 

of Conscious Capitalism that 

drives his own approach to 

business. On the “capitalism” 

side of that equation, he’s had 

unqualified success. Starting 

in 2003 with an agreement to 

build 15 stores in San Diego, 

he now has 56 in southern 

California and Michigan and 

foresees growing to 75. But 

he’s even more passionate 

about the “conscious” side.

He’s built a corporate 

culture based on one simple 

premise: treat others as you 

would like to be treated. “If 

you’re deliberate in that with 

every new hire and keep 

repeating it in every manager’s 

meeting, every sit-down with 

any associate, if  that’s the 

premise by which you begin 

every conversation then it per-

meates the culture...We talk a 

lot about looking for opportu-

nities to demonstrate an atti-

tude of care that [customers] 

don’t expect, whether it’s an 

extra smile, a warm cookie, 

recognizing them by name, or 

coming together to support 

someone in need.”

Early on, Saber developed 

a training department to help 

instill that corporate culture 

and keep it strong as the 

company grows. He stresses 

extreme care in hiring and 

bringing the right people 

into the “family.” His general 

managers function as owner-

operators who bring the cul-

ture to life at the street level. 

The company supports chari-

table causes ranging from 

cancer research to feeding the 

homeless to domestic abuse, 

and GMs are encouraged to 

select and support causes in 

local communities. All man-

agers are charged with buying 

someone a meal every shift 

just to thank them. A fund is 

maintained into which the 

company and associates con-

tribute on a volunteer basis to 

help support fellow employees 

going through tough times.

Saber looks forward to 

adding Panera Cares units to 

his own system. “At the end of 

the day, it’s just a few cafes in a 

pretty big global economy but 

what it’s already done is raise 

awareness in the entire Panera 

organization to give back, to 

care more. It’s allowing the 

organization to begin to 

think beyond what’s best for 

the organization and to bring 

it back to the golden rule, to 

what’s best for someone else.”

Over dinner one night 

w i th  founder  Ron 

Shaich and a small group of 

Panera Bread franchisees, Paul 

Saber was last in the group to 

field questions from Shaich 

about what else the company 

should be doing and what his 

concerns were. Saber, who 

joined Panera in 2003 after a 

17-year run at McDonald’s as 

a franchisee and senior corpo-

rate leader, posed a question 

that ultimately led to Panera 

Cares, the company’s ground-

breaking pay-what-you-can 

business model designed to 

“share the warmth” with those 

less fortunate. 

“I replied that what was 

keeping me up at night was 

A 
giving 
culture
the golden rule 

at work

  Franchisee of the month  

Paul Saber
President & CEO
Manna Development  
Group LLC
San diego, Ca
 Franchises: 56 panera  
 bread units
 no. of associates: 2,400

Paul Saber

–dana tanyEri
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Conscious 
Capitalists 
share their 
smarts
Six top business leaders describe how to create 
and sustain companies with purpose

By Patricia coBe

Jim McCann
Founder and chairman
1-800-FLoWerS.com
carle Place, New york

Q1. First, identify how you want to behave in 
business and in life—they’re not separate— 
and how you want your employees to 
behave. in a small company, you can set the 
tone, but a larger company might have to use 
more lobbying and educational programs. 
Shape a vocabulary specific to your company 
that’s consistent with conscious capitalism. 

Q2. We started as a small, family-run busi-
ness and these values came naturally—they 
are the same core lessons i learned at my 
[entrepreneur] grandmother’s table. We’ve 
always worked to meet the needs of our 
customers, employees, growers and vendors; 
to get to a place of mutual trust and benefit. 
it’s not only about getting a return on capital 
and maximizing earnings; it’s about the 
allocation and development of human capital. 

Q3. the biggest challenge is staying con-
sistent. you have to be a bit of a preacher. 
in a world where there are a lot of doubters, 
you have to know how to recruit the right 
people and on-board them. We’ve had some 
issues with employees who didn’t “get it,” 
who wanted to squeeze vendors for every 
cent. We had to eventually change out those 
employees because they wouldn’t change.

Q4. My job is to be a cultural engineer; to 
create an environment that encourages 
employees to unleash their talents in pursuit 
of a common goal. as a result, our people 
are very philanthropic. ever since 9/11, our 
people volunteer time and talent every year, 
to bring solace to those in distress. We’re in 
the business of putting smiles on people. 

 Q1.  If any company—large or small—wanted  

to get involved in Conscious Capitalism,  

how would they get started?

 Q2.  How did your company get involved?

 Q3.  What are the greatest challenges?

 Q4.  What are the greatest benefits?
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Doug Rauch
Former President, trader Joe’s
ceo, conscious capitalism, inc.
Newton, Massachusetts

Brian C. Walker
ceo
Herman Miller, inc.
Holland, Michigan

Henry Juszkiewicz
chairman and ceo
Gibson Guitar
Nashville, tennessee

Q1. Start by looking at why you exist as an  
organization—who would miss you if you 
disappeared and why… think about the role 
you play as a leader…work to build a culture 
that is based upon trust and care. conscious 
capitalism is really a culture, not a strategy; 
it’s the ground of an organization’s being.

Q2. While every business clearly has to earn 
a profit, that can’t be your highest ambition if 
you want to win the hearts of your customers, 
employees and communities. trader Joe’s 
practiced the principles of conscious capi-
talism long before i had ever heard the term. 
it honed these practices with a deep sense 
of purpose and by paying attention to what 
was best for the long-term benefit of the 
company and all its stakeholders.

Q3. the greatest challenges are making 
decisions that benefit the short term but 
damage the long-term benefit; buying into 
a world of trade-offs (win-lose scenarios) 
instead of synergies (optimizing value to all 
constituents). What i call getting stuck in the 
“story of me”—not looking beyond our own 
short-term self-interest to create something 
of value to all parties.

Q4. i’m absolutely confident that practicing 
the principles of conscious capitalism 
brings both a deeper sense of meaning and 
purpose to your employees (and customers), 
as well as higher financial returns in the long 
run. it provides an authentic context to the 
“story of us,” the fact that business is about 
relationships, about creating value and not 
extracting value from those relationships.

Q1. conscious capitalism starts with the 
leadership of a company developing or 
embracing a set of core values as to how 
they will manage the enterprise. those core 
values have to include a belief that an enter-
prise has a responsibility beyond its share-
holders and financial value creation. if that is 
in place, the next step is to align your goals, 
objectives and actions with these values.

Q2. the idea of conscious capitalism has 
been in the DNa of our [furniture] company 
for over 70 years. our founder was a deeply 
religious man and believed that companies 
were made up of people who were all special 
and important. these beliefs extended to his 
commitment to giving back to his community 
with a tithe. and he believed that the inputs 
needed for the business belonged ultimately 
to a greater authority… these principles are 
still at the center of our philosophy. 

Q3. the challenge of running a company 
like this is that it requires a longer-term 
horizon for your thought process. and, there 
are often apparent conflicts between each of 
your stakeholder’s interests that are not easy 
to think through. as such, it is much easier to 
simply say you will maximize for one group or 
order their importance.

Q4. When done right, however, the con-
scious capitalism approach will give greater 
meaning to your employees, customers and 
investors as to why they want to be part of 
your community. We believe a greater sense 
of purpose in the organization will lead to 
higher performance and attract better talent. 

Q1. Whether you run a small or big business, 
you have many constituents who rely on 
you for their livelihood—vendors, employees, 
bankers, etc. you have to allow all these  
constituencies to do well; to acknowledge 
them as your partners in business. that is 
the first step in conscious capitalism. 

Q2. i began to embrace conscious capitalism 
after being contacted by another corporate 
leader… he was so fired up, that he got me 
fired up. But it’s a philosophy i’ve always 
followed; it’s part of how i believe business 
should work. When you look at your con-
stituents as partners, everything you do is a 
win-win; the success of the business follows. 
once you embrace this thinking, you do more 
than succeed—you become exceptional.  

Q3. the biggest challenge is keeping all 
your constituents happy. it’s much easier to 
focus only on making money, thinking “i can 
always get another vendor or replace an 
employee.” it takes time and work to build 
relationships; to always be listening to all 
sides and understand everyone’s concerns. 
But in the end, it’s hugely productive work.

Q4. it’s in times of stress when the hard 
work of relationship building comes to  
bear. When our main production facility in 
Nashville was wiped out by a flood, all our 
employees came together and took it as their 
personal mission to get the facility back up to 
speed. this all-volunteer effort succeeded 
in just six months, and i attribute that to the 
way our workers are treated—as a respected 
workforce and our partners in success. 



John Replogle
President and ceo 
Seventh Generation 
Burlington, Vermont

Q1. Start with a clearly defined purpose 
that goes beyond simply creating short-term 
shareholder value. identify your company’s 
mission and purpose and use that as your 
North Star to determine how you will, as 
Steve Jobs said, “Make a positive dent in 
the world.” consider viewing your success 
beyond profits to include the value you 
deliver to people and the planet.  embracing 
the triple bottom line is one way for a  
company to create richer long-term returns.

Q2. Nearly 25 years ago, Seventh Genera-
tion was founded with the notion that busi-
ness can be a positive force for good.  We 
have led the industry to disclose ingredients, 
pioneer sustainable packaging and deliver a 
trusted brand to consumers that helps them 
lead a healthy life. our commitment to trans-
parency fosters a great deal of employee 
participation and community engagement. 
Last year, 75 percent of Seventh Generation 
associates volunteered 1,220 hours— 
surpassing a goal of 1,000 hours.

Q3. one of the biggest challenges of  
conscious capitalism is trying not to bad 
mouth your competitors who simply don’t get it!   

Q4. the benefits far outweigh this challenge. 
employee morale and engagement increase, 
innovation flourishes and the principles  
of your brand relationship with consumers, 
namely trust, is reinforced by living core 
values that align with your consumers’ own 
values. We feel a remarkable sense of duty 
and accomplishment in building a better 
business model and caring today for seven 
generations of tomorrow.                    n

Howard Behar
Former President, Starbucks
author, Speaker
Mercer island, Washington

Q1. it doesn’t make a difference how big or 
small you are—conscious capitalism is more 
a state of mind; understanding that you have 
a bigger responsibility than the bottom line.  
it means paying attention to the health of the 
communities in which we live and work and 
returning something to those communities. 
By that, i don’t mean a dollar amount. even a 
small company can give employees off one 
or two hours per month to help build a park 
or participate in an educational program. 

Q2. at Starbucks, we became active in state 
and local legislation. instead of chastising the 
lawmakers, have a conversation with them. 
Build trust. For example, we worked on food 
safety regulations together and got involved 
in health insurance mandates. overseas, we 
helped set the standards for fair trade cof-
fee. Working in a community means getting 
involved with things for people, not profits. 

Q3. overcoming the fiction that there is a 
conflict between being a capitalist and doing 
the right thing. the key is to optimize—not 
maximize—profits and returns to shareholders. 
Look at all the different pieces and make 
conscious capitalism decisions about how 
you want your life to be. Many businesses do 
the right thing and make plenty of money but 
don’t put it all in their pockets.

Q4. Both Panera and Starbucks are very 
successful companies that lead by example. 
it is an “exercise of the heart” not of the 
wallet. their actions set the tone for their 
customers. People come into their stores 
and after awhile say, “How and what can i do 
to give back to my community?” 
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CC city
How restaurants in Portland, Oregon, 

are thriving on Conscious Capitalism

By Sam Smith

I n the late 1990s a group of 

Pacific Northwest wheat 

farmers took stock of a bitter 

reality. They were shipping product 

to far off, overseas commodity mar-

kets, where they had no control over 

falling prices. And the demands of 

that market forced them to overtax 

their fields; they were losing topsoil 

at an alarming rate. Their families 

had farmed those Northwest fields 

for generations, but they realized 

they could be the last. 

They turned to Hot Lips Pizza 

and Grand Central Baking Com-

pany, two Portland chains, for help.

What resulted was a business 

relationship that provided unique, 

superior products to the chains, a 

sustainable wage for the farmers and  

breathing room to give the fields the 
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care they needed to remain productive.

It is the kind of business relationship 

central to the ideals of Conscious Capi-

talism, and it is, for whatever reason, the 

kind of thing that’s really popular among 

a cluster of Portland, Oregon, restaurants. 

If you want to know what Conscious 

Capitalism looks like in real life, the Rose 

City is a good place to start.

The conscious supply chain

The wheat farmers, under the brand 

name Shepherd’s Grain, worked with 

Hot Lips and Grand Central for two years 

to develop the kind of wheat that would 

work in their restaurants. Hot Lips was 

their first official customer in 2003, paying 

the farmers a price set before harvest.

“So the price of the wheat to the 

farmer was the cost of production plus a 

reasonable profit,” explained Hot Lips co-

owner David Yudkin. “It removed it from 

the swings of [the commodity market]. 

They knew it was going to be profitable.”

“The key is relationships,” says Shep-

herd’s Grain founder Karl Kupers. “To 

just have a couple of wheat growers 

walk into an established food produc-

tion and delivery system and compete, 

no way, impossible.”

Part of  the values—the “higher 

purpose” as Guest Editor Ron Shaich 

would call it—that guide both Hot Lips 

and Grand Central—and Burgerville, 

who we’ll talk about later—are the 

importance of local sourcing and sus-

tainability. Through that prism, then, 

the relationship with Shepherd’s Grain 

represents more than a truck at the back 

door. The restaurants help a partner 

who shares their values. They market the 

relationship, which helps solidify their 

values in the minds of their customers. 

And they give their business stronger 

footing for the long haul. 

“You have to be focused on the long 

term,” says Grand Central co-owner Piper 

Davis. “But then, once we’ve invested in 

them, once our entire menu and our 

financial reality is dependent on their 

product coming to us with this quality, 

this story, this set of practices, we’re mar-

ried. It’s seriously a relationship, and for 

better or worse, but it’s something I really 

enjoy about doing business.”

Grand Central had to break up with 

a pork supplier recently, who wasn’t 

able to meet their new standards, which 

included the need for no sub therapeutic 

antibiotics, hogs raised with bedding, no 

farrowing crates, no gestation crates. And 

it needed the hogs to be local, even though 

Oregon isn’t a big pork producer. 

They found what they wanted with 

Dayton Meats out of Dayton, Oregon.

“This is one of the coolest projects 

we’ve ever worked on because we’re actu-

ally creating a supply chain,” says Davis. 

“We’re at the end saying, ‘What we want 

are hogs raised in Oregon, in an environ-

ment that looks like this, we want them 

processed in Oregon and … we want it to 

work for everybody along the lines: I want 

that farmer to be making enough profit 

that they can stay in business, I want the 

processor to be able to continue to stay 

in business and improve their methods.”

Financially, both the Shepherd’s Grain 

and Dayton Meats relationships have been 

beneficial. Since Grand Central has a set 

price for a year with Shephard’s Grain, it 

sometimes comes in higher than the aver-

age commodity price but also comes in 

lower some years, as it has so far in 2012. 

But it also gives them more time to react 

to price changes, rather than responding 

to a new commodity price every six weeks.

With Dayton Meats, Grand Central 

Hot Lips Pizza
Founded: 1984
Units: 5
Average check: $25
Higher purpose: “Our mission is to preserve 
culture and celebrate humanity through our 

rich culinary traditions and 
by joining with others in 
finding new, sustainable 
ways of doing business.” 
The chain has deep, long-
standing relationships with 
local suppliers; a central 
commissary where they 

produce their dough and other ingredients; 
offers hourly employees a pared down 
insurance program and unique benefits like 
birthday bonuses, fitness reimbursements 
and 50 percent off a car-sharing service.

Grand Central 
Baking Company
Founded: 1989
Units: 10
Average check: $8
Higher purpose: Heavily dedi-
cated to local and sustainable 
sourcing and supporting vendors. 
Three revenue sources: cafes, 
bakery products sold to restau-

rants and at retail. Health benefits for hourly 
workers. Community support around hunger, 
environmental issues and youth education.

Burgerville
Founded: 1961
Units: 38
Average check: $9.50
Higher purpose: The chain’s mission—
“Serve with Love”—manifests itself through 
dedication to local sourcing and sustainabil-
ity, with composting, 100 percent renewable 

energy sourcing and 
recycling used cooking 
oil. It offers full medi-
cal insurance to hourly 
employees and supports 
the community through 
school outreach.

portland state of mind
Some stats and values
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was able to get a more sustainable bacon 

product that cost more than it was pre-

viously spending, but it was also able to 

maintain the sustainable pedigree of its 

ham, the price of which dropped with its 

new vendor. In the end it was a wash.

“There are customers who are loyal to 

us because of our practices,” says Davis. 

“But in addition to all that good stuff, we 

have competitive prices and a really great 

product. Without that, all of our other 

do-gooder values would just be lost.”

In a similar vein of self-determination, 

Yudkin was wondering in 2005 why he 

was sending so much money out of the 

local economy to the soda giants and 

bringing in so much high fructose corn 

syrup. He had an audacious idea: to brew 

his own soda using locally raised fruit.

The pizza chain teamed up with a local 

bottler, which was set up for bottling jelly, 

so Hot Lips bought new equipment for 

the plant. Because nobody makes soda 

from real fruit anymore—everything is 

from concentrate—some of the equip-

ment is circa the 1960s.

Yudkin says their soda business—

which supplies the entire West Coast and 

parts of the East Coast—has become 

profitable. Just as importantly, he says, it 

follows the company’s ethos: it is a win for 

the bottler, for the local fruit farmers and 

for the customer looking for a tasty, local 

product (and, granted, who is willing to 

pay $4 for a soda). And it’s a branding and 

bottom line win for the company.

Obviously, this sourcing process is 

much more labor intensive and time 

consuming than a traditional supplier 

relationship. You don’t just pick up the 

phone to create a new supply chain or to 

start a line of sodas. And it also gives some 

insight into where these restaurants are 

coming from: they are not just trying to 

improve their product, they are trying to 

improve the world.

conscious hR

But the long view of Conscious Capital-

ism isn’t isolated to supply. As Jeff Harvey, 

president and CEO of Burgerville, says, 

the long view—in fact, the whole idea of 

sustainability—must encompass more. 

“The things we do—whether it’s 

healthcare [for hourly employees], wind 

power, biofuels, recycling, compost, 

whatever it is—we look at from both the 

standpoint of how does it help ensure 

that the communities where we’re going 

to put restaurants, it helps make those 

communities better, and by better I mean 

wealthier, better disposable income, more 

jobs, more sustainable, more robust.

“But also, it doesn’t take a lot for 

people to tie the dots together. They go, 

‘Oh, Burgerville was in my kid’s school, 

Burgerville did this for my kid’s music 

program or my kid’s sports program.’ 

People pay attention to that and say, 

‘You’re willing to stake that claim on my 

behalf … that buys you some credibility 

when I go out to find food.’”

None of their efforts, in other words, 

are simply feel-good endeavors. Harvey 

is at pains to make this point. Particularly 

with Burgerville’s healthcare program, 

which gives full benefits to everyone, and 

which many simply assume does not have 

a tough-minded business ideal behind it.

It does. But the challenge—and the 

challenge for many Conscious Capitalist 

efforts—is inventing new ways of measur-

ing ROI in the short term. Long term, the 

efforts result in greater profits—hope-

fully—but what about in the short term?

“I characterize it more like your com-

mitment has to be true, because you’ll have 

to put some effort into quantifying. [These 

business practices] are not in a regular 

system, it’s not like it will spit out just like 

HOT LIPS CHIEF BREWER, GREENE LAWSON, 
PREPARES BLACKBERRIES FOR SODA. 
THE PORTLAND PIzzA CHAIN OFFERS 
SEvEN FLAvORS, ALL MADE FROM PACIFIC 
NORTHWEST FRUIT.
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other aspects of ROI, because it’s territory 

people haven’t covered as robustly.”

In 2004, Burgerville began a one-year 

research effort, including blind surveys 

of employees to understand their feel-

ings about health insurance, analysis of 

the cost of investment and an effort to 

quantify ROI, which proved challenging.

“We made the decision to trigger 

it based on a gut assessment” of ROI, 

says Harvey.

At that point the company pulled 

together a team comprised of the CFO, 

the chief cultural officer and outside 

experts on health insurance. They were 

tasked with developing a formula to 

measure the ROI for the new insurance 

program: how much was actually being 

saved due to greater retention? Was the 

caliber of talent increasing? What does it 

normally cost to find that caliber of talent 

that didn’t need to be spent now? Etc.

The program required a minimum 

number of hours to qualify. Unexpectedly, 

as a result productivity skyrocketed. 

“They learned pretty quickly, ‘If I’m 

not a performer, I’m probably not going 

to get the hours I need, so I better be good 

at what I do, I better take on a level of 

visibility and performance that has me 

preferred for hours.’ Well that made a 

huge impact.”

The program has been a financial 

success, says Harvey (and a chart Har-

vey showed me, but wouldn’t allow us to 

reproduce, shows the company is experi-

encing huge financial success as a whole). 

But it requires constant adjustment to 

keep it financially sound and will require a 

new wellness initiative. Which sounds like 

an awful lot of work for something that 

didn’t need to be done in the first place.

Harvey points back to the long view: it 

helps build more sustainable communi-

ties better able to support Burgerville. It 

also reinforces the company’s values in the 

minds of employees and customers. But it 

also makes them better business people.

“There’s not a single one of these 

things we’ve done that has not produced 

very powerful business acumen, skills, 

abilities and systems inside of our com-

pany that have leveraged everything else,” 

he says. “That healthcare program and 

that team that went about identifying 

how you measure [ROI], created a whole 

new system that we’ve then applied in 

other parts of the company around how 

do you measure things that are obscure? 

So the skill set that got embedded in the 

company is irreplaceable, I couldn’t send 

somebody to a school to gain that.”

conscious ReTuRns

For these three chains, building businesses 

around values—the central conceit of 

Conscious Capitalism—has paid off in 

many ways. They are all three profitable, 

and have been consistently so through 

recessions and boom times. By connect-

ing with customers on the basis of shared 

values they create evangelizers: the kind 

of customers that spread positive word of 

mouth. All three spend pennies on mar-

keting compared with more traditional 

chains. And they have found greater loy-

alty among vendors and greater employee 

retention. It has also allowed them to set 

high expectations for employees.

“We’ve created a business that’s very 

generous in spirit but we’re kind of 

known as being a little bit of hard asses 

to work for,” says Davis. (Grand Central 

offers health benefits to all employees, 

too). “You can lose your job here.

“But it’s so great to sit in these inter-

views,” she continues, “and talk to some-

one … that’s just like, ‘I want to work for a 

values-oriented business. I come into your 

cafes, people seem happy, the product’s 

great, and I just think this would be a great 

place to work.’ We are able to attract good 

people, it does show in the bottom line.”

Yudkin adds that attracting employees 

who are energized by the company’s val-

ues ends up spilling over.A SAMPLE OF GRAND CENTRAL BAKING COMPANy’S OFFERINGS P
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CookCool™ performance apparel keeps your staf 

comfortable even in the hottest kitchens. Now they can 

focus on what matters most: 

cooking great meals. Visit us at 

happychefuniforms.com

#543 CookCool™ Panel Chef Coat in Royal Blue

there’s finally a 
way to cut costs on 

cooling and still 
make your staff smile

reason #543

“It’s  not  bul le t 

proof, but largely, 

[employees] want to 

do right by the com-

pany, so when a cus-

tomer comes in, the 

experience tends to be better. Also I think a significant percent-

age of our customers, as they learn about our ethics, trust that 

we’ve done some work in the selection of our products. Parents 

with children, who are concerned about what they’re feeding 

them, they can hand them a bottle of soda or pizza and know 

it’s better, better in a lot of ways. So that’s a value we deliver.”

Burgerville has found that the community it strives to bring 

value to has brought unexpected value back to them.

“We’ve had partnerships with the universities in the local 

market. They’ve done an endless number of research projects for 

us.” The architecture school at Portland State developed designs 

for a Burgerville restaurant—free of charge—which the chain 

is incorporating in a new unit.

The values approach—the Conscious Capital approach—

has also bred a different attitude toward competition. “We don’t 

sweat bullets over someone wanting to be in the burger business 

here,” says Harvey. We’ve got staying power, we’ve got a set of 

skills, loyalty and talent that is the envy of just about anybody.”

“One pizza chain in Portland, Oregon, trying to save the 

world means squat,” adds Yudkin.  “So really, what has to happen 

is everyone needs to adopt these practices. The responsibility is 

to share the knowledge, and to continue to be the innovator.”

Yudkin is apt to say that he wakes up an optimist and goes to 

bed a pessimist. “I am optimistic, I’m participating in change, but 

I get upset that in some ways it’s not going faster.”

Harvey feels the pressure of time as well.

“So many people are more focused on ‘where can I get the 

cheapest products?’ They’re going to come from commodity 

supply and factory farming in a different part of the world and 

get shipped here … but what do you really lose if you do that? 

What do you lose culturally? What do you lose financially? What 

do you lose sustainably? What do you lose in that local market 

that you can never get back again? … At the end of the day how 

do I explain to my kids, ‘You know what, those strawberries that 

came from that field down the road from your grandmother’s, 

sorry it’s not there anymore.’ That’s not a conversation I want 

to have, and at some point, the business … the ROI … pales 

dramatically in comparison to those other questions.”               n

ALL LOCALLy 
SOURCED AT 

BURGERvILLE
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