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n a recent football Saturday in downtown Ann Arbor, there's
a line of more than 30 people wairting for sandwiches. A
Zingerman's employee is at the door handing out menus and
free samples of potato salad and other sides to whet the ap-
petites of waiting customers. The small building holds a mas-
sive cheese and meat counter, and an impressive selection of
foods from around the world: olive oils and balsamic vine-
gars; jams, honeys, and mustards from Germany and France;
pasta from [raly; and chocolate from just abour evervwhere.
From a modest start in 1982 in an old red brick grocery
stare in Ann Arbor’s historic Kerrytown neighborhood, the
company founded by An Weinzweig and Paul Saginaw —

/1

HOW A SMALL ANN ARBOR DELICATESSEN

DRUSIMESS: GECEMAEE 2008

e R

thanks to a $20,000 second mortgage on Saginaw’s house
and a $2,000 loan from Weinzweig's grandmother — now
has more than 500 employees in seven separatc businesses,
dubbed the Zingerman’s Community of Businesses.

But unlike at most companies, everyone at Zingerman's is
familiar with the business operations. Weinzweig cmphasizes
“open-book finances™; not only does every employee have ac-
cess to the company’s P&L starement, but each of them under-
stands the basics of business management. They cmbrace the
philosophy in Jack Stack and Bo Burdingham's book The Great
Game of Business, which encourages employees to think and
act like owners through a “culrure of ownership.”
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Zingerman's is “not a spectaror sport,” Weinzweig says.
His cmployees are “on the court,” responsible for the compa-
ny’s numbers. “They own numbers,” he says. “They report
numbers. They manage the numbers. [They] have to deliver.
[ts mot just like [they're] sitting in the stands cridquing [De-
rroit Pistons General Manager] Joe Dumars: “You should've
done this; you should've done thar™

The privately held company shares is results with just
abour anyone. When a reporter asks, Weinzweig pulls our the
company’s resuls for the last several years on a spreadsheet.
“We kind of know what we're doing and it’s really hard to get
to happen, so | don’t know what anyone would do with our
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BY TEACHING ITS EMPLOYEES TO COMPREHEND A P&L STATEMENT BY DAVID SHEPARDS

[financial resules],” he says. “Everybody in the restaurant busi-
ness’ food costs goes too high. Everybody’s trying to cut his or
her labor. Evervbody’s trying to be more profitable ™

Employees appreciate the openness, saying it builds trust
and responsibility. “I understand what kind of money s
coming in, secing what we're building,” says Zingerman’s
R.oadhouse server Shay Cook. “There are open lines of com-
munication. You can fix [things] easier”

Amos Arinda, 21, a server and manager who lives in Ann
Arbor, says the fiscal openness is important. “To see those
people who say, ‘Oh, I don't know why our business is fail-
ing. It’s like a huge surprise to everybody,” whereas here
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we have a direct connection with the
numbers. You know whar's going on.
If we're failing in a certain area, vou
know you're failing.”

Zingerman's employces rattle off

terms like “net operating profic”
“How many people who own restau-
rants don't even know whar the term
152" Weinzweig asks. “I'm not joking.
| train people who own businesses,
and I'd pur half of [my employces] up
against [those] people.”

A big part of the program is train-
ing. Zingerman's cmployees have o
take classes and pass tests, and they
can’t get benefis until they complete
a lengthy orientation — typically in
60 days. “Some people do it in 30
days,” Weinzweig says. “Some people
take three years.” They ger awards for
passing classes, as well. And the com
pany looks to use anyone’s talens. A
deli retail manager recently sent out
an e-mail to workers congratulating a

16-year-old employee for being so tal-

ented that she’s training people. “She’s
training people who are in their 2is,
305, 405,” Cook says

The company also rewards is employ-
ees in different ways. Ar the Roadhouse
— because the restaurane did so well —
management upped the employee dis-
count last year from 20 o 30 percent. A
few years ago, after Bakehouse employecs
performed well over an extended pe-
riod and beat a series of anmmal goaks
cut waste and accumulate savings, they
received some $35,000 in bonuses. The
employees arc alo eligible for regular
profit-sharing, a5 well.

A key to the company’s success is char
each unit has 2 managing parmer who
owns part of that business. “They make
the push to go for greatness.” Weinzweig
says, and they operate as one business

with “semiauronomous unis” One of

those parmers is Allen Letbowiz. who
runs Zingerman's Coffee Co. On a re-
cent Sarurday afternoon, Leibowirz was
working the crowd at Whele Foods in
Ann Arbor, offering customers samples
of fresh-brewed java. Across the store,
1ans emplover hand-

es of the company’s three
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1DOWILZ Used to wWork 1n compur-

courity in Ann Arbor and craveled a

lot, getting exposed o specialtv coffee

70 opsusiness-

on a business trip to Palo Alto, Calif
His budding inrerest in coffec soon led
to an obsession. “1 became an amateur
in the French sense of the word™ he
says. “[Zingerman's] only really cares
abour quality.”

Zingerman’s is renowned for its su-
perior products, but theyre not exacly
compenng on price. “You can buy a
cheaper mustard somewhere [else],”
Leibowitz says. “We're selling things
that, fundamentally, nobody needs.
Let’s face ir: At the end of the day, you
don’t need a §30 pound of farmhouse

cheddar. You're not going to wake up
and go, "Oh my Ged, I'm going to kill
myself if I don't get thar cheddar!™

Leibowitz travels the world look-
ing for top-qualiry coffees and carries
some rare brews that stare with a “pure
food cost of $6 or $7 a pound.” Qual-
ity simply trumps corner—cutting. Five
years after starting the coffee company,
they're on target for 2 $900,000 busi-
ness, while roasting 100,000 pounds of
coffee annually. (They even have a live
Web cam where customiers can watch
the coffee being roasted.)

Zingerman's alumni have gone on
to write books and start their own busi-
nesses, such as the Mercury Coffee Bar
in Detroir’s Corktown neighborhood,
founded by Todd Wickstrom. a one-
nme Zingermans managing partner.
Another former employee launched 2
chocelate company.

Throughout our inrerview ar Zing-
erman’s Roadhouse — his high-end
restaurant featuring rraditional Ameri-

can classics — Weinzweig is in constant
moaon. “| have enormous appreciation
for what the thousands of people who
have worked here over the last 27 vears
have done and the thousands of custom-
ers who have patiently supported us.”
Weinzweig says. And he’s always fo-
cused on improving. “It’s never done,”
he says. “Everything could be better.”
He enters the restaurant dressed in
2 Zingerman’s olive-oil T-shirt, care-
ing 2 pile of books and a yellow legal
pad with 2 lengthy, almost indecipher
able to-do list. Tucked in the pages are
spreadshects with the company's finan-

cial performance. He's writing a book

about bacon. following his best-sellis

rman’s Guide ro Good Fan

which was preceded by Zingerman’
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vision is up next. His advice to aspiring entrepreneurs: “Fig-
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- have a very large dinner and then go to sleep.  don'
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Omne reason customers keep coming back is thar Zinger- | Jr., who was a rop food writer at The New York Times, once
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its suppliers. The second business it opened was a bakery,
built in a business park necar the Ann Arbor Airport in 1992
after the partners learned abour the trade from New York
baker Michael London. Today, the company sells a stagger-
ing 50,000 loaves a week, or abour 2.6 million loaves a year,
shipping thousands to customers around the country and
selling bread o 140 grocery stores and other retail outlets.

And quire a few sandwiches — 100,000 pounds of corned
beef annually, and 300,000 pickles. The sandwiches are so
popular, you can order four Reuben sandwiches via mail
order for $120 (which includes overnighr shipping, all the
fixings, brownies — and pickles). Its mail-order business ac-
counrs for roughly 27 percent of the business ($10 million),
and the company hires about 300 seasonal workers around
Christmas to handle the holiday rush.

The company’s reach is impressive — it has ventured into
parts of the business it once outsourced to suppliers (bread,
bagels, coftee, among others). Now it even offers classes for
aspiring bakers (bakewithzing.com). Beyond baked goods
such as croissants, muffins, and scones, seemingly no product
is too difficulr or too esoteric for Zingerman's to make. The
list includes wedding cakes, marshmallows, graham crack-
ers, candy bars, and even hummus. It even has a ngs:rmanls
Creamery to make numerous types of cheese and gelaro —
and, of course, it uses local cows to provide the milk. It has
a large catering business and also operares a small rake-out
place for coffee and pastries our of a 1932 Royal Spartanerte
aluminum trailer outside the Roadhouse.

Bur Zingermans wasnt always on wack ro ger so big
Wayne Baker, a University of Michigan business school pro-
fessor, noted in a 2005 case study on Zingerman's thar after a
decade of life, the company had begun to see its growth slow.
Ar that point, Weinzweig and Saginaw decided o write a
business plan, dubbed “Zingerman’s 2009: A Food Odyssey.”

The vision statement has since been updated for 2020

wake up and go, ‘Oh my God, I'm going to kill myselfif I don’t get that cheddar!™ s 0w

The company now envisions berween 12 and 18 businesses
in the Ann Arbor area by 2020 and has considered myriad
options, including a Spanish restaurant, a small hotel, micro-
brewery, and publishing firm, Weinzweig says. Bur despire
the wild success of the deli and the other outlets, Zinger-
man’s doesn’t want to emulate once-small companies such as
Borders (also from Ann Arbor), Starbucks, and McDonald’s,
all of which grew into international behemoths.

“There’s nothing wrong wirh ir,” Weinzweig says of fran-
chising opportunities. *It's just not what we want to do. We
only do one, once. 50 no replicaring, no franchising, no dupli-
cation. The whale thing of vision is to start with what you want.
not just to respond to what the opportunities are.” Weinz-
weig aimed o creare somerhing special, and he cerrainly has.
But he doesn't wanr a leviathan. “I'm sure there's opportunity
[ I'I'l.]kr," monc ]'l'l:l'_ll'lr,"!.'_“ ]'If \.]"_-'f, “bl.'lt 'It.‘;. ot JFFE:..I]IHS.“

Zingerman’s is rooted in the communiry, he says, and its
employees get to know its regular customers — something
thar would be lost if the company opened delis and other
businesses across the country. The company is committed to
its hometown, although it nearly branched out to the next
counry. Before 2001, it considered an offer to open a location
at Metro Airport. “We spent a lot of tme agonizing over
whether that fit the vision,” Weinzweig says. Bur ulrimarely,
the deal was scrapped. Zingerman's even declined another
recent offer to open at the airport.

The newest business in the works is Cornman Farms. The
company, launched in 2003 by Roadhouse chef Alex Young.
began as a garden behind his Dexter house. Ar the ourser, he
grew romatoes and a few other vegerables for the restaurant.
Mow it's blossomed into a three-acre farm that harvested abour
30,000 pounds of tomaroes (40 different varienies) and 10,000
pounds of peppers this summer as part of a “Dirt to Plate phi-
losophy,” quickly getting food from farm to restaurant. Corn-
man also planred basil, garlic, squash (nine different kinds}.
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Liquid Revenue

SALES OF MICHIGAN-PRODUCED SPIRITS ARE SURGING,
DESPITE RIGOROUS DISTRIBUTION LAWS AND A SLUGGISH

STATE ECONOMY BY DAVID SHEPARDSON

3 customer for granted. We always
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Michagan s wanenes and brew-
aries are enjoying doubdle-digit
2nnual growth 25 demand rises
for locally produced poods. Not
far behund: a new local industry
st brandy. gin. rum. and

atuskey

Michigan’s 7) microbrew-
ers.and brewpubs saw state
sales pmp 18 percent Last year
to 108,080 barrels. up from
SE1.807 n 2006 (one barmel
equals 31 gallons of beer]).
During the same period. overall
besr sales dropped by 0.6
percent to 6.6 million bammels
Mchegan-brewsd beer stll
accounts for just 1 6 percent
of 2 beer sold in Michigan, but
home-brow sabes have more
tihan doubled since 2003

A 1951 law that opened the
way for new macrobreweries has
fueled Machagan's beer resur-
gence By the late 1980s. the
mdirsiry had 2l but disappeared
from a hardy beginning. In the
macH B0k, there were about
40 brewenies in Detroit, many
founded by German smmigrants
One of those immigrants was
ernhand Stroh. who founded
Strof's Brewang Co. 1850

Detroit. which grew tobe one of
the largest U S brewers befiore
being sold 2 few years hack

By comparson. Machegan's

40-year-nid wine indussiry is

T4 psusiwess:

further along and has a larger
following. State-produced wine
sales jumped 14 percent in 2007,
wine toltal wine salles in Michgzan
were up just 3 percent. Last year,
per-capita wine consumplion
1 Mechugan hit its highest level
since 1968, according to the
Michigan Liquor Control Com-
mzsson, averagng LET kers per
person (or about 2 5 botties)
Michigan wine accounted
for & percent of 2l salesin
the state in 2007 — about 4.1
mulion lifers — or about 5.5
miliion botties Michigan's
wine ndusiry now generates
ahout $300 miion annuaily
and the manber of wineries has
doubled in the last 10 years.
What's more, the state’s 56
vanous competitons in 2007
U5A Today recentty noted that
Michegan “wmenes ars pos-
boning themselves 25 cmadl
but key players in the Riesling
renaicsance that s taiong hold
across the country.”
“People are embracing
eating and dnnkcng locally ™
s2ys Karel Bush of the Michigan
Grape and Wine industry Coun-
cil. She says that are
conCerned ~about how much
fued it takes to get a botte of

wine 1o your sheli™ from France

ov Italy. “People have really

< S

gotten to know the quality of ul with our money.’
kfichagan wine.~ ret manager, Weinz-

Rex Halfperswy. publisher L
of the bichggan Beer Gueda
s2ys the growth of Michigan
brewsnies of late = impressive.
burt Michsgan's Bquor-control
Lzws are a shambling block to
growth. For instance. brew
pubs can't sell beer at locations
outside thesr bar. “A brew pub
that salis 1. 000 barrels af §3.
$4_35aglass is doing well”
Halfpenny says, “but it's harder
for small brewers.”

On the wine front. business
is booming. In 2006. Chris
Eabdyga and Cornel Olrvier
bought an old 58-acre winery
in Traverse City on the Old
Mirssion Peninsula and rechris-
tened it 2 Lads Winery. Last
fall. they produced 240 cases
of 2 Lads Rosé — the largest
production to date.

But winenies aren't stand-
ing pat. Sprits consumplion
rose to 1.52 Bters per person
in 2007. the highest leved since
1990. That growith s due. in

part. to wineries such as Black of life” — which includes academics,
Star Farms on the Lestanay dentists, booksellers, and doctors. Por-
Peninsuda. which recently one popular se r, “The Art
began producing its own Giving Grear 5 e.” are availabl
pirits, inchuding 80-proof DVD. T rs embod e
pezr brandy. apple brandy. and pa [ [ Fun, Fla
grappa They also operata the Finance: Why Our Dishwashers Know
Leetanau Cheese Co db Our Net Oper db




