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PREFACE

What if you could sit down to dinner with some of the world’s most accomplished entrepreneurs and have a great conversation with them?

That simple notion is the genesis of the book in your hands. Within a short period of time in 2009, I had the pleasure of interviewing onstage both Howard Schultz of Starbucks at Ernst & Young’s annual Strategic Growth Forum in Palm Springs, California, and Reed Hastings of Netflix before magazine editors and publishers in New York. After an hour or so of deep conversation, I walked off those stages so thoroughly jazzed by those experiences that I ultimately decided to start my own company. But I also wondered how I could recreate those inspiring and motivational experiences for others.

Imagine having the chance to listen and learn from a Steve Jobs, a John Mackey, or a Fred Smith on the most important things they’ve learned from their experiences in creating Apple, Whole Foods Market, and Federal Express. Imagine being able to engage in a meaningful conversation with Bernie Marcus and Arthur Blank on how they came up with the idea of The Home Depot and got it off the ground. Or having the benefit of the self-reflection of a Howard Schultz, who, like Jobs and Michael Dell before him, had to come back to the company he originally created to reinvent it and himself?

Of course, it was not possible to deliver any one of these rock star entrepreneurs to your dinner table—no matter who was doing the cooking or what you were serving. The next best thing? I could be your ambassador. I could attempt to interview twenty-five of the world’s greatest living  entrepreneurs, people who have truly changed the way we live and think, the way we work and play, the way we now see the world itself. That’s exactly what I attempted to do.

How were these twenty-five extraordinary people chosen? Largely on the basis of their impact. How original was their idea? How influential had it become? Did it transform our personal lives in any significant way? Did it alter our professional lives to allow us to become more productive, more thoughtful, and better able to accomplish things to make our own mark in this world? Admittedly, the answers to these questions are entirely subjective. So, too, are the choices of the entrepreneurs in this book. All of them are world changers whose products and services have found their way—big and small—into our lives.

We may now call home to speak to our children on a phone that became the dream of a famous Silicon Valley entrepreneur. We may eat healthier foods because of the realized dream of a man who believed that natural and organic foods were better for you long before most people knew what organic food was. We may fly more cheaply in the skies because of a person who thought the existing airline architecture was poorly built by a bunch of corporate stiffs who forgot they had customers to satisfy.

No less important are the organizations these entrepreneurs have crafted. Unlike many of the places where people work, these are not companies that insulate decision makers from realities. These are not organizations headed by leaders who surround themselves with people who never contradict them. And these are not companies without a clear and overriding purpose that reaches far beyond the bottom line. As important as the products and services these entrepreneurs have brought to market are, they also have deserved reputations for creating places of work that encourage creativity, innovation, and meaning.

Some cynics might accuse me of a little hero worship. No matter. All my life, the people who create great organizations and great products have fascinated me. Over the course of my own career as a journalist, author, and editor, I have been fortunate to interview thousands of people, including some of the most celebrated entrepreneurs and executives of our time. I’ve been lucky enough to have Steve Jobs personally demonstrate the very first iPhone weeks before the product first came to market. I’ve been flattered to have had General Electric CEO Jack Welch, an intrapreneur if ever there was one, ask me to work closely with him on his memoir—a  collaboration that resulted in my spending more than a thousand hours with him. And now I am extremely grateful for the time many of these entrepreneurs have made to let me into their formidable minds and biggest adventures.

I want this book to be both a meditation on entrepreneurship and an inspiration for those who want to create something meaningful on their own. It was not always possible to arrange an interview. Most of the entrepreneurs featured in this book are incredibly busy people, often consumed with their business and booked over a year in advance. Yet many rearranged their schedules to allow me the opportunity to engage them. Whether it was through a personal interview or a deep dive into everything ever written and uttered by one of these great entrepreneurs, the goal was to bring that person’s experience and wisdom to these pages for the benefit of others—to inspire, to motivate, to learn, to achieve.




PROLOGUE

For a quarter of a century, some of the world’s greatest entrepreneurs have been celebrated like Academy Award—winning actors and actresses. In a ceremony that has all the flash and glitz of the Oscars, the winners’ names are called out on a brightly lit stage. Then the entrepreneurs proudly march past on a red carpet to the applause of their peers.

Many of the stars of this show—Ernst & Young’s World Entrepreneur Of The Year program—are among the entrepreneurs in this book. People like Jeff Bezos of Amazon.com and Herb Kohler of Kohler Co. and Bernie Marcus and Arthur Blank of The Home Depot. Many more are less well known but as accomplished and worthy of recognition.

That is why E&Y began to celebrate the most extraordinary entrepreneurs twenty-five years ago at an event in Milwaukee. It was the firm’s partners there who first realized that the companies having the most impact on their community were those founded by entrepreneurs. “They weren’t getting the ink to celebrate their contributions,” says Jim Turley, global chairman and CEO of E&Y. “We wanted to recognize and reward them. Our people love doing it. The celebration of these extraordinary people has value to our brand, and it helps us in what is arguably the most important space in the future.”

Year by year, the celebration has expanded, reaching into all the corners of the world to be truly global. Argentina, Mexico, and Jordan are among the latest of some fifty-five countries where Ernst & Young annually searches for the best entrepreneurs.

It certainly made sense to treat entrepreneurs as economic heroes. It’s  now well established that virtually all new jobs created in the United States from the late 1970s through the Great Recession to the present—some 40 million net jobs—were due to new and young firms, those less than five years old. E&Y has played a crucial role in the success of many of these companies.

The firm had made early bets on Silicon Valley, the world’s epicenter of entrepreneurship and innovation. “You can go back to the early waves of innovation,” explains Turley. “Many start-ups were our clients. We invested our time and best talent in them many years ago. And with each successive wave of change in Silicon Valley, we’ve stayed with the many companies founded by highly passionate, incredibly creative people.

Entrepreneurship, of course, has become a global phenomenon, says Turley. “As societies realized more free market capitalism, the animal spirits of entrepreneurship were unleashed. Speaking to the entrepreneurs in these markets shows that there is much more similarity than difference in how they think. They all start not thinking about themselves. They start thinking externally. All the successful entrepreneurs see needs that exist out there. They don’t think about creating wealth. They have a vision to evolve a product or service or idea to meet the needs they see. They’ve got this incredible courage to take risks, to chase these dreams, and the persistence to realize them.”

Dan Lufkin, who in the 1960s cofounded the pioneering Wall Street firm Donaldson, Lufkin & Jenrette, has as good and as succinct a definition of entrepreneurship as any. “Entrepreneur,” he says, “is a grand word for someone who works hard. I think an entrepreneur has two ingredients. The first is self-confidence, and the second is high energy level.”

Notice that having a great idea is not a necessary ingredient. It’s assumed that if you’re extremely confident, work hard, and have the energy to bring passion and intensity to something, you’re likely to succeed.

Motivations come in all different sizes and forms. Bernie Marcus and Arthur Blank founded Home Depot out of sheer desperation. They were both fired from their jobs and had nowhere else to go. It was a $40 late fee on a video rental that so thoroughly embarrassed Reed Hastings that led to his founding of Netflix. John Mackey had a simple idea when he and his then girlfriend opened a small grocery store in a Victorian home in Austin, Texas. The cofounder of Whole Foods Market wanted to make natural and  healthy foods more available. Howard Schultz wanted to create a comfortable and welcoming place where people could go for a cup of great coffee away from home and work.

Yet, while entrepreneurs may all start from different places, they also share a set of common behaviors and attributes. Ernst & Young’s own research has identified what it calls the essence of an entrepreneur. It is, if you will, the shared DNA of people who are using their life’s work as an expression of self.

There are three core attributes every entrepreneur shares:

 

An Opportunistic Mind-set

Where others see disruption and chaos, entrepreneurs see opportunity. It is a simple, even romantic, notion of entrepreneurship, perhaps. Still, many great businesses have been created by people who were able to clearly spot opportunity in the chaos of a crowded marketplace. Organizing the vast amount of information in the world was seen as a great intellectual challenge but also an amazing opportunity by Larry Page and Sergey Brin, even though they had no idea how search could be monetized at the time.

It was the amazing growth rates of the Internet that caused Jeff Bezos to quit a job in New York, move across the country to Seattle, and start Amazon.com in a garage. He immediately grasped the opportunity to use the technology of the Internet to offer customers a vast selection of products at the lowest possible prices.

 

Acceptance of Risk and Potential Failure

Entrepreneurs are willing to embrace far greater risk than most corporate types, but that doesn’t mean they are reckless or naive about the possibility of failure. More commonly, in fact, most entrepreneurs take very calculated risks. They use great care to ensure that they evaluate opportunities carefully and assess the risks that their venture will face.

Consider Reed Hastings, the cofounder of Netflix. Even when he saw the Internet as a disruptive technology that could be leveraged to challenge incumbent player Blockbuster in the video rental business, he knew that the model he was about to create would soon be supplanted by yet another disruptive technology—the widespread availability of broadband reception. So from day one, Hastings was thinking and investing in the technology to stream videos over the Web, even as he was starting his DVD-by-mail  business model. It’s why he called his company Netflix—and not DVD-by-Mail. He had carefully assessed the risks his venture would face long before they were apparent to anyone else.

And while entrepreneurs are far more willing to assume the necessary risks that come with creating something new, they are just as willing to allow for the possibility that they could be wrong. Dead wrong, at times. So they are willing to discount, to some extent, the decisions they make, to not so heavily invest in them that they’re not open to course correction or complete reversal.

Southwest Airlines founder Herb Kelleher, for example, notes that you can never obtain perfect knowledge to make a decision. “That means when I make a judgment, I’m taking a risk by definition,” he says. “But you have to be prepared to take those risks. You have to be prepared to make those judgments. And you have to be prepared to move ahead. And you have to be prepared to correct quickly any mistakes that you might make—quickly—not have mistakes that you’re so egotistical about that you say, ‘Oh my Lord, I can’t do anything about this because it’ll admit I was wrong.’”

Being wrong, of course, sometimes results in failure, even catastrophic failure that can lead to the collapse of a new enterprise. But one of the profound differences between entrepreneurship in the United States and in much of the rest of the world is our tolerance of failure. Among venture capitalists, in fact, failure is viewed as something of a badge of honor. They consider the learning that comes from early business failures vital experience for future success. So do the entrepreneurs as well.

As Amazon’s Jeff Bezos puts it: “What’s dangerous is not to evolve, not improve, not invent, not improve the customer experience. If you’re going to invent in green fields, you have to have a willingness to repeatedly fail. Failure is an essential component of innovation and invention. If you know it’s going to work, then it’s not an experiment. Amazon.com was nothing if not a grand experiment.”

 

Independence and Control

Almost everyone wants to have a sense of independence and control over his or her life. But with entrepreneurs, having independence and control is as much a need as it is a want. People who create businesses have the drive and fortitude to act on this need in ways that others do not. What’s more,  they do it consistently and with a sense of urgency over a sustained period of time.

Make no mistake about it: The need for control is fundamental to an entrepreneur, whether it is conscious or not, and control in an entrepreneurial sense requires what some believe is an internal focus. Manfred Kets de Vries, a professor of entrepreneurship at INSEAD, maintains that individuals with an external focus of control typically believe that events happen as a result of circumstances that are beyond their control. By contrast, people who possess what he calls an internal “locus of control” believe that the events in their life result directly from their own actions or behavior. Entrepreneurs, says de Vries, habitually have a strong internal locus of control.

This notion is also supported by the E&Y research. The firm has found that an internal locus of control tends to appear more frequently in market-based economies that celebrate business success, such as the United States. Those with a single-minded focus on individual achievement, such as Japan, China, or Korea, are also likely to give risk to businesses run by entrepreneurial leaders with a strong internal focus of control.

To these three core strands, entrepreneurs bring drive, tenacity, and persistence. They live what they believe, building success on the basis of a strong culture and values. They seek out niches and market gaps. They are the architects of their own passionate and focused vision. While being nonconformist, they also are team players. And they are voracious networkers, building an ecosystem of finance, people, and know-how.

An often common though little noticed trait among many of the most successful entrepreneurs is personal tragedy. Carlos Nuzman, the Olympian volleyball player who helped bring the Olympics to his home country of Brazil, lost his mother at the age of ten. Oprah Winfrey was sexually abused from the age of nine to thirteen. Ted Turner’s father crawled into his bathtub and shot himself dead when Turner was twenty-four years of age. Steve Jobs was unwanted by his parents and given up for adoption at birth. Arthur Blank and Bernie Marcus were unceremoniously fired.

It is as if their singular pursuit of achievement was a refuge from the pain of some tragic loss. “They have often faced adversity and have shown an ability to survive and thrive,” says Maria Pinelli, global vice chair of strategic growth markets at Ernst & Young. “There’s this desire to overcome every obstacle. It comes from their belief in themselves, but so many  of these entrepreneurs have in common this fundamental adversity. If there is turmoil in their lives, there seems to be a vision to move far beyond it.”

And finally for every entrepreneur there are a series of Gail Sheehy-like passages, challenging phases through which every successful organization must pass. In the early days, it’s typically access to capital, mentors, and networks. In the growth phase, the number one challenge is balancing the entrepreneurial spirit against the need to build process and controls into the organization. “That is a difficult hurdle,” says Pinelli, who oversees E&Y’s Entrepreneur of the Year competition. “This is where most entrepreneurs have the potential to lose outstanding talent. The finance and legal teams can become the sales prevention people. The sales and technical teams argue over what the customers really want. If you don’t have a very good leader at the top of the house, it can spiral out of control.”

All of those traits and challenges are highly evident in the following conversations with some of the world’s greatest entrepreneurs. These exceptional institution builders offer a treasure chest of insights: how to seize new opportunities, build important and lasting companies, lead people, think more creatively, and overcome obstacles. All of them know how to win. All of them are winners.
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JOHN MACKEY

WHOLE FOODS MARKET

When John Mackey and his then girlfriend Renee Lawson opened their first vegetarian food store in 1978, their ambition was to make a simple living, have fun, and help people live healthy lives by eating better. A bearded, shaggy-haired college dropout, Mackey had just turned twenty-five years of age and thought profit was a “necessary evil.”

Yet in an old Victorian home in Austin, Texas, he and his girlfriend began selling bulk foods and produce and slept on a futon in the third-floor office above the store. They called their little grocery Safer Way, a cheeky play off the behemoth chain Safeway. Even though they didn’t take any salary, the pair managed to lose half their capital in the first year—$23,000 out of $45,000. In year two, they turned a $5,000 profit but realized the store was too small to compete over the long haul. “I wanted to do a bigger store and I pitched the original investors who had already lost half their  money,” recalls Mackey. “Of course, they didn’t think it was a very good idea.”

They told Mackey to stay in his current location and prove that his concept could be successful. “I think if we stay here we’ll probably fail over the long term,” Mackey retorted. “I learned enough by then to know we needed to be in a bigger location. They said, ‘If you can find somebody else to put in more money—another $25,000 to $50,000—we’ll look at it.’ Their basic strategy was to hope that I wouldn’t be able to find someone dumb enough to invest any more money in this thing.”

His investors underestimated Mackey’s persuasive abilities. The entrepreneur convinced a person with whom he played pickup basketball to toss in the extra money. With the cash in hand, Mackey merged his business with a competing natural foods store, Clarksville Natural Grocery, and in 1980 they opened the first Whole Foods Market in a former Austin nightclub. It was a ten-thousand-square-foot store at a time when there were fewer than half a dozen natural foods supermarkets in the United States.

It was an immediate success. “We were profitable by three in the afternoon on the first day,” says Mackey, “which was a good thing because we were broke by the time we got that store opened. We ran out of money and couldn’t make payroll. We had to open the store in order to sell some food to pay our employees. We didn’t have a meat department. We didn’t have any beer and wine. We just sort of filled the store with what we had and it was a hit.”

Within a couple of years, Mackey says the supermarket was racking up the highest volume of any natural food store in the United States. But as any entrepreneur knows, there were endless setbacks and hurdles to overcome. After Whole Foods had been in business eight months, Austin suffered its worst flood in one hundred years. Eight feet of water flooded the store, nearly wiping Mackey and his partners out of business. But the flood had a positive impact as well. Customers came back to the store to help clean it up and get it reopened, and it convinced Mackey that he couldn’t have all his eggs in one basket. He would have to expand.

Today, Whole Foods Market has more than three hundred supermarkets in North America and the United Kingdom. It employs 61,000 team members, and its revenues will top $10 billion in 2011. More important, however, cofounder and co—chief executive Mackey has helped to change the daily diets of millions of consumers and has transformed the way Americans produce, buy, and consume food.

Whole Foods’s remarkable success also has had a transformative impact on the industry’s mainstream competitors. It’s now impossible to walk the aisles of any supermarket and not find natural foods on the shelves. Even Mackey is astonished at the changes that have worked their way through the entire food system. “If you told me twenty years ago that Walmart would be one of the leading sellers of organic foods in the world, I would have thought that was ridiculous,” he says. “But I’ve seen big changes occur.”

Not only has his company evolved to a spectacular success; so has Mackey. As one writer so elegantly put it, “The evolution of the corporation has often traced his own as a man; it has been an incarnation of his dreams and quirks, his contradictions and trespasses, and whatever he happened to be reading and eating, or not eating.”

Once a person with, in his own words, “socialistic leanings,” Mackey is now an unabashed evangelist for capitalism, an avid admirer of Ayn Rand, Milton Friedman, and Ronald Reagan. One of his life’s passions has become what he calls “conscious capitalism”—the attempt to make more people conscious of the fact that business creates great value for everyone—employees, customers, suppliers, and communities. Central to this belief is the requirement that every business pursue a higher purpose than the goal to maximize profits or share price.

It is a good place to start.

 

Purpose is a big and important word for you. How has the purpose of Whole Foods Market evolved over time?

It has evolved a lot over time and it is an important thing because the two most common questions I get from journalists are “Gosh, did you ever think you would get this big when you started it?” And the answer to that is, of course not. And the second most frequently asked question is, “Did you have this purpose when you started?” And of course the answer is no. A business evolves over time and purpose evolves over time.

The original purpose when we created the company was a simple one: we wanted to sell healthy food that we thought was going to be good for people and better for the environment and we could earn a living doing it. As the company has grown and evolved, that purpose has gone through several phases. I just did a keynote talk at our tribal gathering—which we do every three years—on the higher purpose of Whole Foods. The original purpose I just articulated lasted until about 1985.

We had a crisis at that point. We had gotten up to six stores and a couple of the new stores were losing money. In fact, the company lost money for the first time. That really upset one of the cofounders and he ended up leaving the company. Before he left, the company split into camps. To sort of heal that division, we went through what we called a vision clarification process. We brought an outside consultant in and we went through our purpose and mission. The company was pretty small back then. We ended up going through that process and came up with our mission statement called the declaration of independence. That was the first time we articulated our ideas to stakeholders: customers, team members, suppliers, investors, communities, and the environment.

In our declaration, we made a very strong statement that we were trying to create value for all of them.

The next evolution occurred because we realized that the declaration was long and we wanted to distill that down and so we came out with our five core values that we used as a shortcut for the purpose of the business: selling the highest quality natural and organic foods, satisfying and delighting our customers, striving for team member happiness and excellence, creating wealth through profits and growth, and being good citizens in our communities and environment. Those are our five core values. With that in place, the company raised venture capital money. We went public. We began to do some acquisitions. We rapidly increased our growth. That carried us for ten to fifteen years and then the purpose began to evolve again as we added two new core values in the past few years. Our suppliers felt like we didn’t single them out, so we committed ourselves to a core value to create win-win partnerships with our suppliers, and then we came out with our healthy eating education program. So we also said we are dedicated to healthy eating education for all of our stakeholders.

In my keynote speech I identified four higher purposes. The highest purpose is a heroic one. I came up with that in the highest ideals humans can strive for: the good, the truth, the beautiful. I added “heroic” a few years ago. Our team members are pretty clear that the heroic purpose most resonates with our team member base: to have the courage to change and improve the world. What we’re doing there is to help evolve our agricultural system to one that is more sustainable yet has a high degree of creativity to it. We are trying to help people have a healthy lifestyle and we are really  ratcheting that up because of the deep problems we see in America with the lifestyles Americans have with heart disease, cancer, diabetes. We are doing many things but we are going to do a lot more to help people change their diets to avoid these diseases and try to help them achieve their optimum health.

The third purpose is through our Whole Planet Foundation. We are now in twenty-nine countries. We will be in fifty-six countries in a couple of years. We have helped literally hundreds of thousands of people lift themselves out of poverty working with Muhammad Yunus and the Grameen Bank.

And the fourth higher purpose is helping people reconceptualize what business and capitalism is. We think both are misunderstood by the critics and the defenders. We are attempting to rebrand, remarket, and reconceptualize business and capitalism. Those are the four higher purposes we have identified. They are all big hairy audacious goals. Heroic is not a bad category for us to identify with.

 

Why is purpose important to a business?

It’s very important. One way to think about business is that it is not any different than any other human community in the sense that humans seek to be fulfilled within their communities. The ideals that motivate humans in their daily lives are the same ideals that can motivate people when they go to work for a corporation. To be fully human, to represent the aspirations of people, it’s important for businesses to have purpose. It’s not very inspiring for most people to be told that the purpose of business is to maximize profits and shareholder value. Maybe that’s highly motivating for people who work on Wall Street. For most people that just doesn’t cut it. Most people want more transcendent values. They want to believe and understand how their work is contributing to helping other people and making the world a better place.

Purpose inspires people. Purpose releases creativity. When people are really enthusiastic about the purpose of the business, they’re going to bring a greater depth of commitment and a greater level of creativity to their work. That is good for the business and obviously good for all the stakeholders who trade with our business. It is the first principle of conscious capitalism.

 

Many businesses struggle with attempts to define their purpose, particularly in terms that are naturally motivating. How did you reach consensus on what the purpose of Whole Foods is all about?

When we came up with our original core values and our original declaration of independence, we went into retreat mode. We were a much smaller company then but we had sixty team members—roughly 10 percent of the company in 1985—volunteering to help us come up with our mission statement and create our core values. The purpose evolves not just by the team members’ interacting with it but by all the stakeholders, the customers, the suppliers, the investors. They all interact with the business. They all have aspirations for the business as well. They all have desires and needs. So the business is interacting with that. Whole Foods has a very participatory and inclusive type of culture.

I sometimes think that my job is to help interpret that. Let me give you an example. When I came up with those four higher purposes and put it under the category of heroic, I didn’t think Whole Foods was heroic. I had us in the category of good. We were a retailer, fundamentally a service business trying to take care of its customers. And to do that, you have to be a good place to work. We were primarily focused on hiring the best team members we could find and making sure they were well trained and well motivated to really care for the customers. I really saw us in the service business or, in that sense, the pursuit of the good. And yet as I would go around and talk to team members and customers, they had bigger aspirations for Whole Foods than I did. They would consistently tell me that I had it wrong. That Whole Foods actually had higher purposes than I was giving it credit for and I needed to get with it. So I do think that the stakeholders of a living organization coevolve it and they do that through their passion, their interactions with the business. Obviously, the leadership has to evolve along with it.

These decisions get made through the dialogue. A business is always talking to its stakeholders. Someone may put out an idea. I might grab on to it and then articulate it to the larger group. And you see how people react to it. Does it resonate with them? Is it something they agree with? Or do they disagree with it? When I was articulating my belief that my deepest purpose was about service and the pursuit of the good, the team members pushed back. They said, “No, we think it’s more than that. We think it’s about changing and improving the world. You’re selling us short.”

 

How does purpose become actionable? It sounds good, feels good, but how does it become real?

I articulate it. I put it out there. And then everybody else makes it real. Whole Foods is different from many other companies. It’s not this top-down organization where the CEO develops the mission statement and then issues a bunch of directives. A month ago, at our tribal gathering, when I did my higher purpose talk, there were eight hundred leaders in the company that heard it. That has now rippled out and inspired a lot of people. They are going out and making it happen in their own unique and creative ways. Innovation flourishes at Whole Foods because we aren’t this top-down, command-and-control organization. In terms of making it happen, I am giving permission for it to happen. I am encouraging it to happen. But it has to resonate with people so that they sign up for it and believe in it because they have to make it happen.

If it doesn’t resonate I can give all the speeches I want, but nothing is going to happen. In Whole Foods’ case, people get jazzed up and then they go out and do things. We’ve got sixty thousand people working for us and I’m not saying that every team member who works for us is passionately on fire about everything we’re doing. But a pretty large percentage are, and they are out there living the core values every single day, talking it up with our customers and our vendors. That’s how things happen at Whole Foods. You turn on the team member base and they interact with the other stakeholders and stuff happens.

 

Going back to the early days, was the original concept of Whole Foods Market disruptive?

I don’t think about it in those terms. That is almost like a consultant’s way to speak. If you want to think in those terms, I do think Whole Foods has a disruptive business model. But we don’t think about it in those ways. We are not a bunch of business school graduates who are trying to come up with a disruptive business model. We are a purpose-driven business, which is attempting to fulfill its mission. It just so happens that a lot of what we’re doing is disruptive, but that is accidental rather than deliberate. We are not attempting to come up with a disruptive business model. We are just attempting to fulfill our mission and that is disruptive because it’s so different from how other food retailers are doing.

 

Over the years, you’ve faced growing competition from even mainstream retailers. There have been long-expressed worries that when Walmart started stocking natural foods, it would impact Whole Foods. It hasn’t really happened. Why?

I think there are a lot of reasons. Again, even though it’s not intentional, the fact is we do have a disruptive business model. We do things very differently from conventional supermarkets, from our purpose to our stakeholder principles to the way we organize, our decentralization, our empowerment, our entire business strategy is very different than any other food retailer. These more traditional food retailers are attempting to be one-stop shopping. They are attempting to be all things to all people. When they look at what Whole Foods is doing, they say, “Hmm ... these guys are stealing our market share. We need to sell some organic foods.” They come in, look at the products we’re selling and try as much as possible to knock those products off. And that’s their strategy. But they are not focused on it. They don’t have the same kind of depth of product mix dedicated to what we’re doing so they just skim off a selected number of the products they think are the bestsellers.

Meanwhile, our company is not sitting still. We are coming up with new products and new services all the time, including private label brands that they aren’t able to knock off and copy, even if they wanted to. At the same time, as people begin to make changes in their dietary patterns and lifestyles, they tend to want to come to Whole Foods Market because in a sense we’re dedicated to it. We’re authentic. Even though you can find some of our products at Walmart or Safeway, you can’t get the same selection. So that is one way that makes it difficult to compete. We have a depth in our products, a different atmosphere and service environment to what we think our customers want. Walmart and the supermarkets are mass merchants. They’re attempting to please everyone. We’re not.

We’re attempting to fulfill our mission with a customer base that resonates with that mission. Admittedly, it’s a small percentage of the total population, but a big enough percentage that we will do $10 billion in sales this year and keep growing at a very rapid rate. But still that only ends up being 1 percent of the total market share of food retailing in the United States.

Our stores look different. They feel different. They have a much bigger selection of prepared foods. They’ve got a different kind of atmosphere. Our  service levels by our team members are extraordinarily high. We have high levels of customer service. We don’t appeal to everyone. But we do appeal to a sizable sector of the population. And year by year, it is getting larger and larger. People thought that when Walmart said it was going to sell organic Whole Foods would be in trouble. They weren’t understanding that most of our customers don’t want to shop at Walmart. They don’t resonate with Walmart’s values or with Walmart as a company. So Walmart isn’t a threat to Whole Foods. In fact, you could argue the opposite might be true. As Walmart and these other supermarkets legitimize a lot of these natural products, they are helping to speed people to make lifestyle shifts. When those lifestyle shifts occur, they are more likely to want to shop at Whole Foods Market. Here is the key fact: we are not losing market share to those guys. We are gaining market share, and that has been the case for thirty years. We’re taking it away from them.

I’m a little bit of a Civil War buff, and the officers who reported to General Grant would say, “What are we going to do about what Lee is doing? We have to adjust to account for that.” And Grant said, “You don’t understand. Lee has to adjust to what we’re doing. We’re the aggressor.” And Whole Foods is the aggressor in this category. We’re the innovator.

We’re now really putting a commitment into our healthy eating programs. First with our team members with healthy incentive discount cards. We are going to create wellness clubs. This is a whole other way that our company is going to create disruptive technologies with our emphasis on healthy eating. We are very early in this process. But I think it is a totally disruptive idea. I think it will change health care in America. I really do. Because most of what is killing us is lifestyle diseases: heart disease, diabetes, obesity, life cell diseases, and cancer. Whole Foods is going to lead the way on that.

 

Where did that idea come from? Did it bubble up from your team members?

That has always been in the DNA of the company from the very beginning. What’s different now is the science. We knew intuitively when we got started that you ought to eat a whole foods diet—mostly plants, fruits, and vegetables. But now the science is really coming through to show the relationships between what people eat and the diseases they get. If you make  lifestyle alterations, you can in many cases prevent or reverse these diseases. So the science is lining up with what we intuitively knew a long time ago.

Let me give you an example of how it is transforming Whole Foods. A year and a half ago, we began to do what we now call Total Health Immersions. What that means is we take our most sick team members, those who are obese, those who have diabetes, heart disease, or those who are at high risk because they have high blood pressure or high cholesterol and are on a lot of medications. They have to apply for this, but then we allow them to go to one of these Total Health Immersions. We do three in the spring and three in the fall. We’ve taken 1,200 team members through it in a year and a half. It has been unbelievable.

They go off on these retreats for about a week and have intensive education about healthy eating and they eat a really healthy diet for about a week. We teach them how to cook and raise their consciousness about food and lifestyle. And it’s simply been phenomenal. We have literally had dozens and dozens of team members lose over one hundred pounds in less than a year. We’ve had many people reverse type-two diabetes, which is supposed to be a noncurable disease.

Yet we found if you make radical shifts in your diet and lifestyle, you can get off your insulin and return to a normal life. The way we treat heart disease in America is through bypass surgery. We give people drugs to lower their blood pressure and their cholesterol. And yet we found that through making dietary and lifestyle shifts you can get people off their cholesterol medicine. It can plummet to very low levels very quickly. You can get off your high blood pressure medicines. We’re seeing these amazing shifts in the health of our team members. We think this has huge implications for our society and for health care.

Our company spent $200 million on health care for our team members in 2010, and yet most of that is spent on a relatively small percentage of the team members. And a lot of it is these lifestyle diseases. We believe that we can radically reduce our costs in health care and this is something other corporations will be able to do as well. This is how purpose evolves. We do this and find out, “Oh my God, I had no idea people could heal this quickly.” It was a total wake-up call for me.

One of our regional presidents who is obese went to an Immersion a month ago. He was skeptical. He really didn’t want to go. He felt it would be a waste of time and money, but he had heard so many good things that  he decided to go. I saw him because I stopped in at that Immersion and spent a couple of days there. The first thing you do when you go in is you do your blood and they check your weight and you get your blood pressure checked. And you do the same thing after a week. I saw him right after he had gotten his blood work done the second time. In that week, he had already lost ten pounds, his blood pressure dropped thirty points, and his cholesterol dropped forty points and he loved the food. “This is going to change my life,” he said. He has already sent me two thank-you e-mails and he has already dropped thirty pounds in the first month. And he is the president of one of our twelve regions. This is what purpose is about and it is also how purpose evolves. He is going to enlist other leaders in his region. You can force this, but when people see the good effects people are having, more people are going to want to sign up.

The next step for us is what we call these Wellness Clubs. We need to take this to our customer base. Why should this be restricted just to our team members? So we are going to be creating these Wellness Clubs and we’re basically going to have customers join this for a monthly fee and they will have unrestricted access to cooking classes, healthy eating classes, and they will also get 10 percent off on all the healthiest whole foods we sell. We’re doing a prototype store. We’re going to work out the business model. That is a disruptive business model. Time will tell. The first one opens in September (2011). Then five will open within eight weeks of each other: Boston, Oakland, New York, Chicago, and Princeton. Five different regions and once we work the bugs out, we’re going to roll that out throughout the country.

We’ve recruited three of the doctors who were on our medical advisory board. So it’s outsourced, but they are doing our programs. And now we hired two doctors who have become full-time team members to put our Wellness Clubs together. So we are beginning to hire doctors. We may outsource it or may end up bringing more doctors in-house. Beginning in 2012, we are going to take the Immersion concept to our customer base. We are going to make it public. It’s very important to understand that, because we’re taking high-risk people with diseases for which they receive intensive medical care. This is a medical program. There is all this education, but when people are on all these medications, you need a doctor who can help you with it. It’s not something that Whole Foods could do by itself. You need experts to do this.

 

How do you keep innovations like this coming at a time when the company is getting bigger and bigger and more complicated, too?

There is a sort of premise in that question. Your premise is that as you get larger it must get harder to innovate. I think it’s the opposite. With our culture, it’s easier to innovate because we have more creative people working for us. Because we are a decentralized, empowered organization, we have more people generating good ideas. We are innovating more rapidly today than we were innovating five years ago or ten years ago. Our innovations are accelerating.

 

How do you measure your progress on innovation?

Why would we want to? I can see the innovations because I tour our stores. And I see more creative ideas springing up every place I go than we used to have five years ago. I don’t need to measure because I’m certain that innovation is accelerating at Whole Foods. The Total Health Immersions and the Wellness Clubs are big innovations, but in fact most of the innovations are occurring at the store level and they are occurring every day because the team members are encouraged and allowed to be innovative and creative.

Again, this is one of our competitive advantages because in most other food retailing companies the innovations are done at corporate. At Whole Foods, we’re allowing them to occur at the store level. We have a lot more people involved in innovation and unleashing their creative instincts. Most of the innovations are incremental type improvements. They occur in teams that run our produce, grocery, and meat departments. They are organized into self-managing work teams that have a team leader and the team underneath them is empowered. They are running a little business. They have the ability to spend capital within certain constraints. They are allowed to evolve and change their departments. So the innovations occur in a lot of bubble-up stuff.

Let me give you an example. We actually own a coffee company called Allegro. And the team in our New York store asked, “Why should we buy all these beans from Allegro and have them roast it and then transport it here? That means the beans aren’t as fresh. What if we started roasting the beans in our store? We would be doing something that no one else is doing and we would have a fresher product.” So we did that in one store and it was hugely successful. It was cool. It created theater. You could see the  beans being roasted. And pretty soon that began to spread. Nobody made it spread. It did naturally all over the company. We found out that for this to pay, a store has to have a certain sales volume in coffee. Otherwise, it’s not turning the inventory fast enough to justify the labor cost of those doing the roasting. That is a bubble-up innovation that occurred at one store and spread and then got altered by other stores. Where they did the roasting and when they did it created incremental innovations along the way, much like the Japanese philosophy of Kaizen, of continuous improvement. We now have hundreds of these coffee roasters in our stores.

 

John, you’ve become an advocate for what you call “conscious capitalism”—the effort to make the general public more aware of value created by business. Why is conscious capitalism important?

I have become a total radical for capitalism. I’m a student of history, and the human lot for most of history has been pretty miserable. Just two hundred years ago, 85 percent of the people alive on the planet earth lived on less than one dollar a day. That percentage has now dropped, due to capitalism, down to 20 percent. Still, that’s over one billion people, but that’s a lot better than having 85 percent of the people on the earth in that situation. If you look at the trend lines, we will end poverty at the end of the twenty-first century, if we don’t destroy ourselves.

Capitalism is the engine for almost all the progress that is occurring in the world. It doesn’t get credit for it, but it is, in fact, what is radically different about humanity today than what it was any time prior to the birth of capitalism.

Capitalism spreads prosperity and allows more and more humans to live the good life and that is a good thing in my opinion. But capitalism is misunderstood. It’s attacked. It’s criticized. Inequality is blamed on capitalism when in fact humanity has always had inequality and it has always been dirt poor. What capitalism has been doing is unleashing the minds of billions of people, allowing them to aspire to a better life and a higher living standard. Just look at India and China as they have embraced market reforms. Hundreds of millions of people in those two countries alone have escaped poverty because they have moved away from socialism toward capitalism. So I think the critics and the defenders misunderstand capitalism. They don’t understand how much value capitalism creates, and what conscious capitalism does is it helps people understand that. It helps them  understand that business is not just about maximizing profits and shareholder value.

I’ve known hundreds of entrepreneurs in my time and very few have told me they started their business to get as rich as possible. They want to make money. There’s nothing wrong with making money. But they started the business to actualize a dream. This is true in most of the other professions. If you ask a doctor why he devoted his life to medicine, he doesn’t say “I wanted to make as much money as possible and I try to maximize revenues as a doctor.” A doctor will tell you he wants to make a good living, but he wants to cure sick people. A teacher wants to educate people. Architects design buildings. Even lawyers are taught in law school to promote justice. It’s only in business that the critics have come out and said business is primarily about making money and therefore business becomes susceptible to all the attacks of selfishness and greed and exploitation.

Business is a value creator because capitalism is based on a voluntary exchange in the marketplace. No one is forced to trade at Whole Foods Market. Our customers have alternative places to shop. Our employees have alternative places to work. Our suppliers have alternatives to where they can sell. Investors have alternative places to invest their capital. Our communities have alternatives as to which businesses they will allow in their communities. So you’ve got a voluntary exchange at the core of business and capitalism. And because that is there, the value that is being created by business is being created for all of these stakeholders trading with the business.

I’ve watched hundreds of our suppliers become prosperous over the years, partially as a result of trading with our company. When we started in 1980 we were worth nothing. Today our market cap is about $11 billion. Capitalism is about creating value for people—not just for a few, but for the many. Conscious capitalism is trying to make people more conscious of the purpose of the business and the value that it creates for other people. It is a value-creating machine. It’s awesome. That’s what people don’t understand.

 

When you deliver that message, do you run into quite a few skeptics who see excessive pay to many chief executives and complain about companies that lay off their employees in search of the cheapest labor in the world?

Of course. Business is seen as greedy, selfish, exploitative, and evil. People think business has to redeem itself through good works. Because people  don’t understand that business is creating value. Business is already on the defensive and somehow or another has to atone. That’s how the critics see it. I see that business is fine if it is socially responsible and if it is focused on the community stakeholder. But even if it didn’t, business is naturally socially responsible because it is creating value for customers, employees, suppliers, investors, taxes for the government, donations to nonprofits. That is all highly desirable. That’s good.

 

When you founded Whole Foods were you as conscious of the benefits of capitalism as you are today?

It is all part of my own evolution. I am probably less conscious today than I will be in five years. I’m a human being, like anybody else. I’m learning. I’m growing. I’m evolving just as our company is. I know a lot more today than I knew thirty years ago. In fact, when I started the company, I would have categorized myself as a progressive. I would have considered myself as someone with socialistic leanings. I came from the point of view that business was not such a good thing and that government was good. But having to meet a payroll and then seeing that we were creating value for customers and employees, I realized that business has been misunderstood. So I have become an evangelist to see the good and the beauty that is inherent in business and capitalism.

Sometimes when I’m making these arguments people will say, “Well, yeah, that’s true for Whole Foods but it’s not true for most other businesses.” I really disagree with that. I think it’s true for most businesses. You can always find some exceptions for businesses that are not creating as much value but they are the exceptions to the rule. Sometimes some businesses or individuals can act unethically but that doesn’t make all businesses bad. Business is often judged by the Enrons or Bernie Madoffs. The whole of business has been tarnished by the actions of a few bad people. And that is unfair. Most businesses are creating great value for the people who trade with them. Business should not be judged and condemned for the actions of a few.

You want to have a higher purpose and think in terms of all your stakeholders. Oftentimes when people criticize the stakeholder model, they say “Well, that all sounds good, but there are all these inevitable trade-offs.” They still have a zero-sum mentality where if you are doing good for one stakeholder you are cheating another stakeholder. They see these  stakeholders in conflict with each other. If we pay our employees better, that must mean we are going to have less profit for investors, not understanding the synergies and harmonies that exist in business. It’s not that there are never any trade-offs, but when you are managing the business in a conscious way to create value for all your stakeholders you usually find innovative solutions that allow you to avoid the trade-offs. That is not always easy and it can be a challenge but that is what business should strive for.

 

You’ve said in the past that you feel as if you’ve been in the jungle, hacking out a path for organic foods, conscious capitalism, and animal welfare. What do you mean by that and how far do you think you’ve been able to cut through the jungle?

I’ve watched organic foods go from nowhere to getting a 3 percent share. And I’ve watched Whole Foods now go from nothing to a $10 billion business. And yet the critics will say, “Well, you should have done more. Couldn’t you have gone further?” You know what? It’s easy to be a critic. It’s a lot harder to create anything. I have been out in the wilderness hacking away trying to create a path on these different things I care about and am passionate about. Why don’t you get out of your car and take a machete and hack along with me? Why don’t you create something?

My advice to them: Don’t just be a critic. Go out and use your own creative energies to make a difference in the world. We need more innovation and creativity. Humanity has serious problems. So when I talk to young people, I usually put that challenge out there because oftentimes I get these questions that somehow put responsibility on me. I say when I was born the world was totally screwed up. I found it screwed up just like you. And I have given my life energy to try and be creative and come up with some solutions. I think we’ve done a pretty good job. Now this is a challenge I put to you: You’re young. You’re idealistic. Don’t just tell me what is wrong with the world. Get out there and make a difference. Start a company. Start a not-for-profit. Use your creative energies to try to make the world a better place.
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