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n these days when the headlines daily bring 

news of new corporate malfeasance-with 

scandals spreading from industry to industry 

and company to company-we at Business 

Ethics have spent the last several months root

ing around for another kind of news: news of 

genuinely good hearts, right actions, and thoughtful 

stewardship. We're pleased to report we've found some 

great stories. We're not Pollyannas here. We know no 

firm is perfect-and we know firms don't always do the 

right thing out of altruism. 

Indeed, we have two stories here of companies 

prodded by activists into getting off their duffs and tak

ing needed social correctives. What we're impressed by 

is the fact these companies changed. They entered into 

dialogue with their critics, they listened, and they acted. 

And along the way, they each led their industry in set

ting a bold new direction for environmental and social 

stewardship. We're talking here about Gap Inc., which 

this year published a path-breaking report on factory 

conditions worldwide-taking the risk to expose where 

its own vendors fell short of meeting the company code 

of conduct. And we're talking about Dell, which has 

recently led its peers in instituting computer-takeback 

programs to keep toxic materials out of waste streams. 

That's the heartening news on the big-company 

front. Among small companies, we're proud to feature 

three companies who show a whole new way to run an 

economy. We salute Chroma Technology Corp., a glo

bal high-tech manufacturer of optical filters where 

nobody makes more than $75,000 and nobody makes 

less than $37,500, there are no designated managers, 

and employees hold all seats on the board of directors. 

Then there's Clif Bar Inc.-the company that makes 
those great organic energy bars, gives employees six

month sabbaticals, and is powered 100 percent by 

renewable energy. It's a company where the virus that 

infects people isn't greed but sustainability. And finally 

we celebrate King Arthur Flour, which for over two 

centuries has maintained a tradition of purity with 

"Never Bleached, Never Bromated" flours, and which 

this year became 100 percent employee-owned. 

Pull up a chair, put your feet up, slow down for a 

few minutes, and read on. We think these stories will 

make your day. 

Judges for this year's awards were 

David Jacobs, professor of management at Hood 

College in Silver Spring, Md.; Steven Lydenberg, 

principal with Domini Social Investments in Boston; 

and Donna Wood, who holds the David W. Wilson 

Chair in Business Ethics at the University of Northern 

Iowa in Cedar Falls. 



GAP INC. 
SOCIAL REPORTING AWARD 

For taking social reporting a 
quantum step forward by risking 

unprecedented honesty in reporting on 
factory conditions. 

~ 
"This report is historic," commented Nikki Bas, executive 

director of Sweatshop Watch in Oakland, Calif., referring to Gap 
Inc.'s first Social Responsibility Report. 

"It really raises the bar," agreed David Schilling of the Inter
faith Center on Corporate Responsibility in New York City. "It's 
in the category of pioneer work." 

"It's the first report, ever, on compliance with a vendor code 
of conduct," said Ruth Rosenbaum of the Center for Reflection, 
Education and Action in New York City. "They're the first ever to 
do this." 

That's a sampling of the applause that has met Gap Inc.'s May 
2004 release of its path-breaking Social Responsibility Report, 
which examines how well factories around the world are complying 
with Gap's vendor code. What is noteworthy about the report is its 
unprecedented level of candor, disclosing health and safety infrac
tions discovered in visits by the company's Global Compliance 
Team to the 3,000 factories that produce Gap Inc. apparel in 50 
countries. 

The report disclosed that in Africa, for example, over 50 per
cent of factories had machinery without adequate safety devices, 
while in Mexico up to 25 percent of factories paid less than the 
minimum wage. A majority of factories used in China had inade
quate storage of hazardous materials, while in north Asia there was 

"The Gap took a 
tremendous risk in 
doing this report." 

Sister Ruth Rosenbaum, 
Center for Renection, 
Education and Action. 

a prevalence of factories with 
obstructed aisles or exits. 

"The Gap took a tremendous 
risk in doing this report," said 
Rosenbaum, who was a member of 
the Public Reporting Working 
Group, an ad hoc social investor 
group that worked with the compa
ny for two years to develop this 
report. "They didn't know how Wall 
Street or the garment industry 

would receive it. So far, it's been fairly positive ." 
Stacey Krum, part of the Gap team which produced the 

report, acknowledged that executives fretted over the release of 
such telling detail. "Were we going to open ourselves to greater 
scrutiny?" asked Krum. "Today, we have no second thoughts. The 
reception has been very positive. Other companies are now feeling 
more confident about doing the same thing. We have seen an 
increase in representatives from other companies coming to talk to 
us about what we're doing." 

Gap's path-breaking step is a significant development for the 
garment industry, since Gap is the largest U.S. specialty apparel 
retailer, with 3,000 retail stores and 2003 revenue of$16 billion. It's 
important to note, however, that G ap made its pioneering move 
with substantial help. 

Rosenbaum was part of the original independent monitoring 
group that began working with Gap Inc. in 1996. That was the year 
the company released its Code of Vendor Conduct that prohibits 
child labor, forced labor and discrimination, and protects freedom 

of association and other human rights. In the mid-nineties inde
pendent monitoring was the mantra of anti-sweatshop activists, 
and Gap Inc. is now acknowledged for its leadership role in moni
toring. The Gap has 90 full-time Vendor Compliance Officers who 
strive to visit every factory every year. 

The logical followup to monitoring is reporting, and in 2001 
activists filed a shareholder resolution urging Gap Inc. to take this 
step, reporting publicly on compliance with its vendor code. That 
shareholder resolution was withdrawn, after Gap agreed to open a 
dialogue . In late 2002, social investors formed the ad hoc Public 
ReportingWorking Group to continue working with Gap Inc., and 
the 2003 Social Responsibility Report is the result. Members of 
that working group might be considered informal co-winners of 
this award . In addition to Rosenbaum and Schilling, the group 
included Adam Kanzer of Domini Social Investments, Alya Kayal 
of Calvert Group, and Conrad MacKerron of the As You Sow 
Foundation. 

While the report itself is admirable, the factory conditions it 
reveals are not. As Rosenbaum puts it, "No company has enough 
leverage to solve this by themselves. The factories know that a com
pany such as the Gap is only a piece of their total production." If 
factory working conditions worldwide cannot be entirely cleaned 
up by a single company, Gap Inc. seems to be doing its part. 

The company makes it a policy to pull contracts from factories 
with serious deficiencies. In 2003, 136 factories previously working 
for Gap were removed from its list of eligible manufacturers. Hun
dreds of additional factory bidders were rejected for wage, safety, 
and environmental policy violations. Gap's vendor code is not 
greatly different from others; "it is our level of enforcement that is 
different," Krum said . 

Joining with other companies, Gap Inc. has joined the Ethical 
Trading Initiative and Social Accountability International's 
Corporate Involvement Program, both of which aim to improve 
labor conditions and advocate a universal code of conduct. Gap 
continues to investigate "how to have a sustained impact on labor 
conditions across the retailing industry," Krum said. The company 
now believes an "across-the-board universal code of conduct" is 
needed, she said. "That's the best way to leverage the good work of 
individual companies." 

Stacey Krum (Stacey_Krum@gap.com), Manager of Public 
Affairs, Gap Inc., 2 Folsom St., San Francisco, CA, phone 650/952-4400. 

CHROMATECHNOLOGYCOR~ 

LIVING ECONOMY AWARD 
For exemplifying the living economy with 

practices of employee ownership) fair wages) 
and environmental stewardship. 

~ 
Now in its third year, the Living Economy Award was created 

to recognize companies that are bringing into being the new econ
omy we seek-the living economy, where firms are locally rooted, 
human scale, stakeholder-owned, and life-serving. To the people at 
Chroma Technology of Rockingham, Vt., being such a firm came 
naturally, almost by accident. 

"I prefer the term 'sustainable economy,' or an economy that 
keeps us living. And that's what Chroma is all about," said Paul 
Millman, CEO of the fastest growing technology company in Ver
mont for the past five years. "We are 100 percent employee-owned 
and started out that way from the very beginning." While other 
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companies practice outsourcing, Chroma remains locally rooted, 
with virtually all 68 employees living within a 50-mile radius. Most 
unusual is the firm 's flat pay scale, where no employee makes less 
than $37,5°0 and no one more than $75,000. Thus no top-level 
specialist makes more than twice anyone on the shop floor. 

Millman credits the business environment in Vermont for nur
turing Chroma's value structure. "Vermont is the prototypical state 
for the creative economy," he said. "This was the first state to abol
ish slavery. Outcasts from the '60S and '70S came here and created 
communes. This is where Ben & Jerry's started." Vermont, along 
with Ohio, boasts the greatest concentration of employee-owned 
companies. 

If Chroma feels like a living tribute to the '60S, it is also a glob
al, high-tech manufacturer for the 21St century. Founded in 1991 
by six people with $180,000 in financing, Chroma is today a pre
mier manufacturer of optical ftlters for microscopes used by the 
world's top biologists. It is the major supplier to three of the four 
major microscope manufacturers in the world (Zeiss and Leica 

More than 95 

percent of decisions 
at Chroma are 

made on the shop 

floor. Peer pressure 

encourages people 
to perform. 

from Germany and Nikon from 
Japan). Chroma is also the second 
source for Olympus of Japan and 
was recently chosen as primary 
supplier to Motic, an emerging 
Chinese microscope company. The 
company is expecting sales of $16 
million in 2004. 

When it began, Chroma had a 
policy of paying everyone the same 
wage-pegged to the local living 
wage. By the time the firm grew to 
17 employees in the early 1990S, 

everyone was making an identical $30,000 per year. "If we would 
have changed our wage structure at that point, we would have had 
a revolution," said lviillman. 

In 1996, Chroma instituted the policy that tenure would deter
mine pay. "The criterion is longevity, rather than job description," 
Millman explained. Today the maximum salary of $75,000 is the 
same for everyone, though new employees can start higher than the 
minimum of $37,5°0. The disadvantage of this flat pay structure, 
he said, is that some people with graduate degrees or business expe
rience won't work there, because they'll be paid the same as some
one in production. The advantage, he countered, is the cooperative 
atmosphere, the self-direction, and the lack of a managerial class. 

At one time the company made decisions through a Quaker 
meeting format where consensus ruled, though that's being revisit
ed now that there are more employees. Still, there are no designat
ed managers at Chroma, and employees occupy all seats on the 
board of directors. More than 95 percent of company decisions are 
made on the shop floor. "We call it full exposure management," 
said Gabe Capy, a member of Chroma's shipping department who 
has been with the company eight years. "It is peer pressure that 
then encourages people to perform." 

On the environmental front, Chroma recently invested 
$130,000 to make its new 28,000-square-foot factory energy-efli
cient. The company will recover those costs in less than two years 
through savings in electricity and propane costs. "They have gone 
far beyond the efficiency measures associated with standard build
ing practices," said Gabe Arnold, technical coordinator for 
Efficiency Vermont, a statewide energy efficiency utility. While 
most companies focus on lowering costs, he said, Chroma showed 
an innovative willingness to invest heavily up-front in efficiency. 

Because employee-owners intend to pass this company on to 
future generations, it is virtually impossible for Chroma to be sold. 
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After the founders leave, no single employee will own more than 5 
percent; a super-majority is needed to sell the company. 

The structures of employee ownership and involvement con
tribute significantly to the high-quality products that are Chroma's 
trademark. "Other companies can build these filters quicker and 
cheaper," concluded Millman. But because Chroma has educated 
the biologists who actually use the microscopes about its optics, it 
has developed strong customer loyalty. "That adds to the romance 
of our product," he said. "We now have three Ph.D. biologists on 
our staff, and that is no happy accident. No other optical filter com
pany can say that." 

At this company where committed employees lead naturally to 
loyal customers, being local goes hand-in-hand with being global. 
Chroma Technology shows it's possible to make a mark in the glob
al economy and do it in a way that is sustainable and humane. 

Paul Millman (pmillman@Chroma.com) Chroma Technology 
Corp.) 10 lmtec Lane) Rockingham) VT 05101) phone 8021428-2532. 

DELL, INC. 
ENVIRONMENTAL 
PROGRESS AWARD 

For responding to stakeholder concerns with 
industry-leading computer-recycling 

initiatives. 
~ 

You may have seen the ads in summer 2004: purchase a new 
Dell computer and recycle your old computer system at no cost. 
That limited-time offer is just one example of the computer recy
cling initiatives Dell has launched recently-including a low-cost 
consumer home pickup and recycling service, a computer recycling 
grant program to local communities, and a computer collection 
pilot program in its hometown of Austin, Tex. For 2005, Dell has 
announced an aggressive aim of a 50 percent increase in global 
product recovery, making it the first company to publicly release a 
computer recycling goal. For all these recycling moves-which rep
resent an admirable response to stakeholder engagement-Dell has 
been named the winner of our 
Environmental Progress Award. 

For years, the dirty little secret 
of the computer industry-left 
unaddressed even by the most 
environmentally advanced compa
nies-has been the lack of 
accountability for the safe recy
cling of computer equipment. The 
issue is a significant one. Personal 
computers contain lead, mercury, 
cadmium, and bromine that 
should not end up in landfills or 

"After the SRI 
community began 

a very candid 
dialogue with us 

on recycling, we 
realized we were 

not doing enough." 
Pat Nathan, Deli's sustainable 

incinerators, and that can threaten business director. 
the health of recycling workers if 
handled improperly. 

As Dell computers have become increasingly popular--com
pany revenues are now $45 billion-the company has found itself 
facing greater pressure to begin computer recycling. "We've always 
had an environmental affairs group," said Pat Nathan, Dell's sus
tainable business director. "But as we grew larger and more suc
cessful, people began to look to us for leadership. After the SRI 
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community began a very candid dialogue with us on recycling, we 
then realized we were not doing enough." Nathan estimated that 
Dell was recovering less than 10 percent of its products that had 
reached the end of their life. And she knew that had to be improved. 

The threat of a shareholder resolution being filed helped to get 
the attention of Dell's upper management. "To their credit, they took 
a positive step," commented Conrad MacKerron of the As You Sow 
Foundation. And Dell has discovered how recycling makes sense. 
"Dell now sees recycling as a profit center," said MacKerron. "They 
give financial incentives to sell recycling services to their customers." 

"Because of our direct business model-in which we sell our 
computers directly to customers via the Internet-we began to see 
that we could excel in recycling," Nathan said. "The proverbial 
penny dropped, so to speak." 

MacKerron was part of a dialogue that began in 2001 between 
socially responsible investing (SRI) organizations and the four largest 
computer manufacturers: HP, IBM,Apple, and Dell. "Over the course 
of the negotiations, Dell emerged as the market leader," MacKerron 
said. "Since they were a newer company and didn't have the environ
mental infrastructure of some of their competitors, they were open to 
learning from the SRI community and working with us to build the 
internal infrastructure for a long-term commitment to recycling." It 
took two years of working with the SRI coalition to develop a com
prehensive recycling program, which was announced in the spring of 
2003, followed by the recycling goal announced in May 2004. 

Whether Dell is recycling more than its competitors is difficult 
to determine. "At present, we are all comparing apples and oranges," 
said Dell's Nathan. According to company sources, Dell recycled 35 
million pounds of computer materials in 2004. That compares to 80 

million pounds recycled by HP-yet that includes both computers 
and printer materials. And then there's IBM, which doesn't count 
pounds but units: it took back over 1 million computers in 2003. 

"Our performance is hard to compare to the competition because we 
don't have printers, printer cartridges, and those sorts of items in our 
waste stream," Nathan said. 

What happens to PCs that go through Dell's recycling process? 
Reclaimed materials are sent to metal, plastics, and glass recyclers 
that meet federal, state, and local requirements. Ninety-eight percent 
of these materials are reclaimed and reused somewhere along the 
supply chain. 

A special tip of the hat goes out to the members of the SRI 
coalition that helped make Dell's innovations possible. That group 
included the Calvert Group, ISIS Asset Management, Dreyfus 
Premier Third Century Fund, Green Century Funds, Pax 
World Funds, and Walden Asset Management. 

Recognition goes also to the Silicon Valley Toxics Coalition 
(SVTC). On the report card for its Computer TakeBack Cam
paign, the coalition in 2003 gave Dell a "failing" grade, then in 
2004 recognized the company for making "a dramatic turn
around." Still, even while acknowkdging that turn-around, the 
SVTC gave Dell a score of just 52.5 out ofa possible 100 for com
puter take-back and related policies-which is a sign of how far 
both Dell and the industry still have to go on this issue. 

The computer recycling efforts at Dell may not represent 
perfection, but they do signify welcome progress. And that's worth 
celebrating. 

Pat Nathan (pacnathan@dell.com), Director, Sustainable 
Business, Dell Inc., One Dell Way, Round Rock, TX 78682. 

iQur,f:jt)ei\,boc.>k. management and The Great Game of . 

Burlingham'slcitest business book, A Stak.ein 

practical a~vice on teaching employees to . 

" " 'IIM", .. '.JU<:l:(.r€:FJike.~whef,s~ A Stoke In The Outcome will help managers fire 

employees' competitive splrits, get thefrcompany moving fast, and build 

motivated work force that .is ready, willing and able to weather the storm. 
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CALL US 
BEFORE IT 

TURNS INTO 
A CIRCUS! 

I 

-. 

Now there are better solutions for Sarbanes-Oxley: Risk NavigatorNand Focus Control Assurance Software'~ 

Risk Navigator is complete risk management software. From Sarbanes-Oxley documentation and testing to 

assessing operational risks and controls, Risk Navigator puts everyone - auditors, risk management group, SOX 

team and senior management - on the same page. 

Focus Control Assurance Software is Web-based and designed specifically for Sections 404 and 302 compliance 

requirements. It documents all your risks and controls, identifies gaps, tracks action plans and provides for 

management certification. Focus gets you up and going Jast. It's everything you need in one easy package. 

Quit the high wire act. Call 320. 286. 5870. Email sales@Paisleyconsulting.com. Or visit www.paisleyconsulting.com. 
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A reputation 
is hard-earned 
and quickly lost! 
Congratulations to all the 2004 winners of the 

Business Ethics Awards . Working together, we can 

make American industry the model for ethical 

behavior in our great country. 

Through the decades, Sonoco has been successful 

because of its commitment to basic business 

principles. We believe that integrity and honesty are 

hallmarks of our relationships at every level of the 

organization. We believe that people build business. 

At Sonoco, we encourage our team members to be 

active participants in helping improve the quality of 
life in their communities. As a company, we are one 

of the world's largest consumers of recovered paper. 

We work closely with customers, suppliers and 

regulatory authorities to ensure compliance with all 

environmental and business laws. 

Sonoco, founded in 1899, is a $2 .8 billion global 

manufacturer of industrial and consumer packaging 

products and provider of packaging services with 

more than 300 operations in 36 countries, serving 

customers in 85 nations. 

1 North Second Street 
Hartsville, SC 29550 USA 
800/377-2692 • sonoco.com 

Changing the Way the 
World Sees Packaginge 
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CLIF BAR INC. 
GENERAL EXCELLENCE AWARD 
For its thorough-going commitment to 
environmental sustainability) employee 

well-being) and community involvement. 
~ 

Imagine, if you will, that you are an entrepreneur who 
started a company in your kitchen with $1,000 and now, years 
later, you are being offered $120 million for that company. 
That was the deal Gary Erickson of Clif Bar Inc. was about to 
close in 2000. At the last minute, he walked away from it. He 
had learned that the purchasing company would be moving 
ClifBar to another state and letting all its employees go. Erick
son realized he was selling not only his company but his 
integrity and his vision. And he couldn't do it. He told the 
buyers to walk, and he once again took up the reins of Clif 
Bar-facing off against competitors like Nestle and Kraft. 

Following his heart paid off, because today Clif Bar is a 
$100 million company with new products like Luna Bars, Clif 
Shots, and Mojo Bars, hailed by Inc. magazine as one of the 
fastest-growing private companies in the nation four years in a 
row. 

In the moment when Erickson decided to keep his firm, 
he realized that was the only way to stay true to its values. He 
couldn't let Clif Bar go the way of Ben & jerry's and others 
bought by multinationals, who saw founding values erode over 
time. As talk of the sale percolated, Erickson had seen morale 
suffer. Now he needed to rejuvenate it. 

He began weekly company meetings that encouraged 
employees to think about companies that once had passion, 
then lost it. Over time the 
firm's founding values were 
rekindled. Today, Erickson 
says the company's greatest 
strength is "our collective 
vision, the belief we're all 
working for something 
beyond the bottom line." 

The decision to keep his 
company also prompted 
Erickson to become a pioneer 
in sustainability. "We didn't 
even have a formalized envi
ronmental policy before I 
made the decision to keep the 
company. We didn't use 
organic ingredients, our recy
cling program was limited, 
and we didn't pay attention to 
the type of power we were 

"A team of Clif Bar 

employees 
discovered that 

most packaging 
waste came not 

from wrappers but 

from secondary 

packaging in 

shipping and point

of-purchase 

displays:' 
Deborah Nelson, 

using." Social Venture Network. 
That changed when Clif 

Bar Inc. hired staff ecologist 
Elysa Hammond and began working to reduce its ecological 
footprint. "Sustainability is a good virus in a company," Ham
mon proclaimed, "who wants to be the host?" 

The company became the first energy bar to be certified 
organic, with 70 percent organic ingredients. It bOUght organ
ic cotton T-shirts, reduced the use of shrink wrap in packaging, 



., 

and began educating the public about global warming. "Last sum
mer, our marketing staff organized the first ever climate-neutral, 
bio-diesel, mobile marketing tour on the East Coast, and I really 
had nothing to do with it. That just shows how sustainability has 
been integrated into our culture," Hammond said . 

Particularly impressive is the way the company has taken a 
holistic approach to climate change. Clif Bar Inc. helped build the 
nation's first large-scale wind farm owned by Native Americans by 
purchasing wind energy "green tags" to neutralize its climate foot
print. It determined that footprint by calculating the amount of 
carbon dioxide (C02) emissions generated by its offices, bakeries, 
business travel, and the trucking of products to distribution cen
ters. For these efforts to become a 100 percent renewable energy
powered company, the federal Environmental Protection Agency 
(EPA) in 2003 gave ClifBar Inc. a Green Power Leadership Award. 

"Clif Bar's greatest 

strength is our 

collective vision, the 

belief we're all 

working for 

something beyond 

the bottom line." 

Such comprehensive efforts 
are made possible by Clif Bar Inc. 
being a private company. Ham
mond pointed out that a recent 
program to plant 1,000 trees, off
setting carbon emissions from 
employee commuting, never would 
have been approved in a publicly 
held company. "There was no give
back in terms of increased sales," 
she said . "If we were publicly held, 
we could not have pushed our cli
mate neutral program through." 

Gary Erickson, CEO In the journey to sustainabili
ty, Clif Bar Inc. readily acknowl
edges there are miles to go. "Today, 

our primary packaging-the wrapper-cannot be recycled and is 
not yet comprised of compostable materials," Hammond said. 
"But we're working on that. We're looking at packaging as a whole 
system." 

In the whole system view, the bar wrapper represents a small 
percentage of material usage, explained Deborah Nelson of the 
Social Venture Network in San Francisco. "A team of Clif Bar 
employees discovered that the most packaging waste came from 
secondary packaging: processing, shipping, storage, and point-of
purchase displays." As a result, the company has eliminated the 
need for 90,000 pounds of plastic shrink-wrap, and switched to 100 
percent recycled paperboard for its production of caddies. These 
changes have saved 7,500 trees and 3 million gallons of water annu
ally, and cut costs by $500,000 per year. 

Ecological stewardship is only part of the values at Clif Bar 
Inc. Employees have a flexible work week, a six-month sabbatical 
program, and dependent care assistance. Other benefits include 
access to a top-of-the-line gym, free fitness classes, and organic 
produce delivery. In 2001, the company launched a community 
service program allowing employees to volunteer on company 
time, delivering Meals on Wheels, building homes with Habitat 
for Humanity, and serving at camps for disabled children. The 
company also partners with organizations like the Breast Cancer 
Fund, for which it hosts a Lunafest festival of films to raise funds. 

As Nelson summed it up, "Gary Erickson is one of those rare 
CEOs completely committed to keeping his company, his cus
tomers, and the earth healthy." 

Cassandra Cyphers (ccyphers@Clifbar.com), Sustainabiliry Advo
cate, Cli! Bar Inc., 1610 Fifth St. Berkeley, CA 94170, phone 510/558-7855. 

KING ARTHUR FLOUR 
SOCIAL LEGACY AWARD 

For handing down to employee owners a 
centuries-old tradition of purity) for both the 

consumer and the environment. 
~ 

It was just before George Washington was inaugurated as the 
first president of the United States that King Arthur Flour of Nor
wich, Vt. was founded, back in 1790. For five generations the firm 
remained in the hands of the Sands family, until it was passed to its 
current owners, the employees. In 1996 the firm created an 
Employee Stock Ownership Plan, and today it's 100 percent 
employee-owned. 

"Our social legacy has been handed down from generation to 
generation," said Steve Voigt, CEO of this firm with $30 million in 
annual sales. King Arthur Flour was one of the first companies in 
New England to hire Irish workers and to allow Jewish merchants 
to make flour purchases with credit cards. Decades ago, those were 
bold moves fostering a respect for diversity. In the early 1990s, the 
company began an open book management system, allowing all 
employees access to financial statements. 

The most lasting social legacy of King Arthur is the product 
itself: flour which has never been tainted with chemical additives or 
genetically modified wheat. The company's commitment to "Never 
Bleached, Never Bromated" flours demonstrates its centuries-old 
tradition of purity, both for the consumer and the environment. 

"From the very beginning, our story has been about how our 
product purity will not be compromised," said Sarah McGinley
Smith, national media relations manager. "Other millers can make 
flour more cheaply, but we decided not to add in any filler. Instead, 
we continued to offer a good, healthy, and high-quality product." 
The same cannot be said for the vast majority of flour sold in the 
U.S. today. While less than 4 percent of the total amount of flour 
sold in the U.S. is to home bakers, it is these connoisseurs that King 
Arthur Flour targets. "The people serious about quality baking 
under optimal conditions appreciate the fact that our flour has not 
been altered," said McGinley-Smith. 

Since the early 1990S, when the company introduced open
book management and employee ownership, King Arthur Flour 
has seen a dramatic increase in growth. As part of its commitment 
to bringing back the American tradition of home baking, the com
pany introduced The Baker's Catalogue in 1990, which today goes 
out to 8 million households. Moving from New England to nation
al distribution in all 50 states, King Arthur started offering free 
bread-baking classes around the 
country, opened a Baking Educa
tion Center, and launched a pro
gram to introduce baking to chil
dren. Each of these initiatives was 
designed to educate potential cus
tomers about recipe secrets, spe
cial baking techniques, and hard
to-get ingredients. 

It's no accident this company 
revitalization went hand-in-hand 
with employee empowerment. 
"The reason we were so successful 
with the roll-out was no doubt the 

At King Arthur 

Flour, yearly 

"knightings" 

ceremonies for 

long-time 

employees add to a 

spirit of 
camaraderie. 
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execution by our team-based employee-owners," said Voigt. 
"We are not selling Coca-Cola," pointed out Joe Caron, web 

developer and an employee-owner for more than eight years. "Con
sumers need skills to make something out of our products. We're 
the ones educating consumers how to best use our products. Our 
teaching becomes marketing. Only a small percentage of people 

With corporate 

credibility in crisis, 
employee ownership 

could be a path to 
revitalization. There 

are more employee 
owners than 

unionized 

employees. 

baking today are spending the 
time to bake well. But those who 
do want to use the best products, 
and King Arthur Flour fits that 
category." 

To encourage employee 
involvement, King Arthur holds 
monthly "town meetings" in 
which all employees are encour
aged to voice concerns and give 
suggestions. Potluck lunches, 
recognition of employment 
anniversaries, and yearly "knight
ings" ceremonies for long-time 
employees all add to a spirit of 
camaraderie. 

At this time of crisis in cor
porate credibility nationwide, CEO Voigt believes that employee 
ownership could be a path to revitalization. "I don't think there is 
any part of the economy that is not going to benefit from employ
ee ownership," he said. Already, the number of people working for 

Think Globally. Act Locally. 

Ever wonder what your bank does with your money? 
Your deposits at Wainwright Bank help fund homeless 
shelters, environmental protection, HIV/AIDS services, 
food banks, breast cancer research and more. 

In fact, Wainwright customers have financed over $350 
million in socially responsible community development loans. 

Join the thousands of consumers, businesses and nonprofit 
organizations in the Greater Boston area who've chosen 
Wainwright for all their borrowing and deposit needs. 

To find out more, call 800-444-BANK (2265), or e-mail 
mail@wainwrightbank.com. 

Socially responsible banking is not an oxymoron. 

WA~NWRIGHT til 
banklng on Values '·" 

wainwriahtbank.com 
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the 11,000 employee-owned firms in the U.S. exceeds the number 
of unionized employees, according to Noemi Giszpenc with Cam
bridge, Mass.-based Ownership Associates. 

Giszpenc has collected data on the corporate culture at 29 
ESOP firms representing more than 5,000 employee-owners, using 
surveys to gauge how strongly employee-owners feel about their 
rights and responsibilities. "King Arthur Flour consistently comes 
out on top," she said. "They really are the pace-setting organiza
tion. They keep setting the bar higher and higher. Yet they're always 
happy to find out how to be even better at creating an ownership 
culture." 

For King Arthur Flour, profit and wealth creation are 
inevitable bypro ducts of doing things well. That was the founding 
spirit of the company, and it remains the spirit today. At the 2004 

meeting when employees purchased 100 percent of the company, 
chairman Frank Sands announced that after five generations of 
Sands family ownership, he was proud to pass on full ownership to 
a sixth generation of his family-King Arthur Flour's employees. 

As McGinley-Smith put it, "We are helping pass on the her
itage of quality baking to future generations." That's what preserv
ing social legacy is about: keeping the beating heart of a good com
pany alive as ownership passes from one generation to another. For 
success in this vital passage, we honor King Arthur Flour with the 
2004 Social Legacy Award.~ 

Sarah McGinley-Smith (sarah. mcginleysmith@kingarthur 
flour. com), National Media Relations Manager, King Arthur Flour 
Company, 135 Route 5 S., Norwich, VT 05055, phone 802/649-3881. 

, , ... ,. :, .. .. . : 

The Leeds School of Business at the University of Colorado 
congratulates the winner of its inaugural 

Summit Award for Environmental Leadership: 

Rohm and HaIlS Company 
For pollution prevention efforts that reduced waste 

by almost 4 million pounds in twO years. 

And finalists: 

Albertsom, Inc. 
Development of a recyclable produce container. 

Horiwn Organic 
Producer Parmer Program encouraging organic farming memods 

and the humane treatment of animals. 

The Summit Awards recognize corporate initiatives that demonstrate 
environmental leadership or outstanding social impact while 

contributing to business performance. 

Sponsored by Caplan and Earnest law firm, P3 Colorado, and the 
Center for Business and Society, Leeds School of Business 

Nominate an outstanding program now! 

http://leeds.colorado.edu/ summit 
Summit.Awards@Colorado.edu 

303.735.0437 



Special Thanks for 
Help from Nominators 

Business Ethics wishes to thank the many people and organiza

tions who provided their input, background, and nominations, 

including Kelly Carey of the Robert Wood Johnson Foundation; 
Ronnie Dugger; Rebecca Rowley at The Center for Responsible 

Leadership at Boston College; Bill Baue at SociaIFunds.com; Deb

orah Nelson of the Social Venture Network; Oliver Balch at Cor

porate Citizenship Briefing; Tim Smith of Walden Asset Manage

ment; Erik Wohlgemuth at The Future 500; Jeevan 

Sivasubramaniam at Berrett-Koehler Publishers;Terry Gips of the 

Alliance for Sustainability; Amy Dickie of Investors' Circle; Brad 

Googins of The Center for Corporate Citizenship at Boston Col

lege; Heather McGowan at Meadowbrook Lane Capital; Philipp 

Muessig at the Minnesota Office of Environmental Assistance; 

Corey Rosen at the National Center for Employee Ownership; 

Karen Thomas at the Ohio Employee Ownership Center; Don 

Jamison of the Vermont Employee Ownership Center; Martin, 

Melinda Gaffney, and David Binns at the Beyster Institute; 

Christopher Mackin at Ownership Associates; Jim Motavalli at E 

Magazine, and others. 

For information on past award winners and applying for 

next year's awards, see www.business-ethics.com/awards.htm 

Business Ethics Awards Criteria 
Award winners should meet many (though not necessarily all) of 
the following criteria: 

I. Be a leader in their field, out ahead of the pack, showing the way 
ethically. 

2. Have programs or initiatives in social responsibility that demon
strate sincerity and ongoing vibrancy, and that reach deep into 
the company. 

3. Have a significant presence on the national or world scene, so 
their ethical behavior sends a loud signal. 

4. Be a stand-out in at least one area of social responsibility, though 
recipients need not be exemplary in all areas. 

5. Have faced a recent challenge and overcome it with integrity, or 
taken other recent steps to show their commitment is currently 
active. 

6. Be profitable in the most recent year, or show a strong history of 
healthy profitability. 

7. For the Living Economy Award , be a company that is locally 
based, human scale, stakeholder-owned, democratically account
able, and life-serving, seeking fair profits rather than maximum 
profits. 

8. For the Social Legacy Award, be a company that is focused on 
social mission which has successfully sustained that mission 
beyond the founding generation. 
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