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Patient expansion vields sweet results for Western chain, which is eyeing new units on East Coast
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Paradise Bakery and Café features cookies but alse hax added sondwiches, soups and salads, along with such trendy ffems as crodssants, during its more than 23 years in business.

fler 25 vears in busipess, Par-
adise Bakery and Calé decided
il was time o expand, 5o it
added 11 units in 2001, for & to-
ial of 37 stores.

“Orver the years we conserva-
tively grew the company,™ says
founder Dan Patterson. I1s not

that the Aspen, Colo.-based company didn’t want to gx-
panc. he explains, just that Patterson and his partners
watched competitors grow quickly and then shutter.

“We watched Mrs, Fields grow really fast,” he savs,
addipg, “It wasn't all positive when we waiched the bigger
concepls grow.”

According io Baking Buyer's 2001 Betail Bakery
Operations Survey, retail bakers last year ranked among
théir primary concerms “srviving™ as the Mo, | isue,
Bakers are more concerned aboul maintaining profis and
miarket position than about labor costs and employee
TRALIES.

Paradise has succeeded in surviving, Mow it wants 1o
compete with calegory giant Panera, the St. Louis-based
chain that has more than 330 bakery cafes in M0 stales,

By Nora Caley

Panera's founder, Ken Hosenthal, & now 5 Panera fran-
chisee — he sald Panera to Au Bon Painin 1995 —in
Columbus, Cincinnati, Dayion and Denver. Panera grew
bo its size after only six years,

But the two chains differ in other ways. Panera uses o
commissary system of 10 fresh dough facilitbes that mix
and form Ioaves before sending them to the bakery-cafes.
Paracdise says it does nol use a COmMMESany.

And while Pancra markets itself 2s a fresh bread
bakery, Paradise points to ils coekies. Patterson talks
about Mrs. Fields and Famous Amaos, “What we learmed is
vl can't just <ign up & bunch of kecations.” says
Patterson, who adds that real-estate companies hiave
offered Paradise some former Mrs, Fields kocations,

He alzo learned that Parpdise could not survive solely
on the sale of cookies, Early on, the chain added breakfast
miulfins and croissants o its meny,

I addititvian, Paradise offzrs sandwiches, soups and
salads. Owver the years the chain has added menu items if
they proved to be popular: croissants in the 1970k, wraps
i the 1990s, gourmet pieza last year in the newest store in
Scottsdale, Anz.

“1 see oo reason why over the next live yvears we can’t

grow into several hundred units,” Patterson says, “Our
presentation s similar to Corner Bakery but with a log
more appealing presentation toa.” he clamms, “We have a
very alive, very market look, And when viou look ot
Panera opening I-don't-know-how-many stores now,
there’s o reason Paradise can't do the same.”

Im the early 1970s Fatterson needed to change careens.
He had played volleyball in the 1968 and 1972 Olympics.
When his sports carcer ended, he joined Chart Howse and
worked his way up the management ranks, Eventually, he
left Chart House, and in 1976 he and his brother Mark
joined Caner Holmes and Bob Duggan 1o stan Paradise
Bakery and Café in Long Beach, Calif. Today Mark
Patterson and Holmes are executive viee presidents.
Duggan is no longer with the company.

The chain's sirategy was to positson the hakeries as
mom-and-pop stores. Although 30 of the 37 units are
corpornie-owned and have access 1o more capital than
most family-owned bakeries do, the idea was to market by
word of mouth.

The bakeries use in-store “marketing-within-the-four-
walls” tactics, Instead of spending money on advertising,
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Paradise trees to enhance the cxpe-
rience of the current customer. The
chain's outhets offer samples of
freshly baked goods and offer two-
for-one cookees and mulfins lnle in
the d:i!r. A Ihl.':l occasionally offer
fins of cookies or gifi certificales —
niM large cash donateons — to local
i races and edher fand-rsers

“li oud Business, Beciuse we're
fidkl that hw_ll !ll.:l.n:l!._ o Wwaril
word of mouth,” Patterson
explaing. The sirategy & (o get
mHre customers to visit, Tha
might be easier than gening
currenl cusiomers 1o spend more
than $4 on cookies and colfee. We
have something very simple: Your
experience ol Paradise i so special
from the service and food that
vou'll tell someone, "You ve pot to
go 1o Paradise.” ™

Mot of the Parndise umits are
bocated in malls in the corper unils
of {ood courts. Others are sireel
vl :q.|'l|.1|‘i\., while a few mre
office building lobbics. The target

Paradise Bakery and Café

audience is business people oul for
a quick eat-in or takeout lunch, and
shoppers who need o cookie to help
them keep gomg

David Birzon, Paradise’s direc-
1or of operations, says T percent
of customers are female, most of the corporile siores’
general managers are women and most of the high-
school-age hourly employees are female, “It's a real femi-
mine envirdnment.” he save “We sk employess 1o pro-
vide great service, and some high school boyvs are
embarrassed tosay, ‘Hi, welcome 1o Paradise, may | offer
vou a sample today? ™

The average ticket is 35 per person in the chain's mall
food-court locations and $8 per person al sireet locations,
A thie chiun expands, it expects o start lookimg a1 other
locations besides shopping centers. “We are limited #s
long as we steck (o malls,” Birzon says,

[t wasn't just a desire 1o grow conscrvatively that
slowed the company’s expansion over the years. The
company endured cwnership upheavals in the 1980 and
1%k, Patterson and his three partners sold the 15-umi
Paradise chain 1w Chan House in 1987, He ran Parodise
for Chart House for two vears, In 1989 he left Chan
House, and he and his pariners purchased the nights to
franchise Paradice in Phocnix, Northern California,
Dallas and Denver. But in 197 Chart House sold
Paradise to Sacramento, Calif.-based Java Centrale. Java
fiked for bankrupicy reorganization in 1998, The orginal
partners bought all of Paradise back out of bankruptey in
19

=50 the complete arcle took place, and we own
Paradise, the company we started, 100 percent,”

Patterson says. Today per-unit sales range from 3600, 000
1o 533 million per unit. Corporale revenues for 200
tetaled 533 million

Jerry MeVery, whose McVely and Associates
[oodservice consultancy in Farmington Hills, Mich., does
not work with Paradise, savs 25 vears s nod oo long
before making a big expansion push. “If they've been
around that many years, we'd equate it 1o Krispy
Kreme," McWetly says. “They were around for many
years, and all of a sudden they're having an explosion
After 25 years they defimiely have ther act together
They have a proven product, a concept that doesa't have
(o be tested or treed,”

Hi;'b"cl}' L= it's norrmsal for o smaller chain 1o book (o
Panera for comparison. “A lot of other bakeries are

Maosr Paradise focniions are either in malls, sich as this one ar Seancdale
Faskion Spivere tn Arizoms, o af the cormer of food cowvis, The farget ardience
iz business people o for & guick funch or shoppers witlh @ sweed foodh

leking a1 Pancra, They say, “Hey, we have the same
concept and fundamentally the same products. They're
domg well. Why can’t we do welll” ™

He aidds than, as sath other condepls, bakery ehnng
mst stick with their core product. They should not make
major changes (o the menw, except for occasional
maxfifications to a recipe, perhaps 1o accommiodate
regional preferences. They don’ need 1o experiment with
upscale pastres or mocha decal soed latles,

Paterson acknowledges that Paradise iried a few
Iosing ideas, Like Starbucks in its early vears, Paradise
abandaned the idea of emulating an ltalian cafie. =) tricd
the stand-up counters,” Patterson says. "No one knew
whai to do with them. They didn’t get what they were.”
And three vears ago Paradiee bought back bwao shores
from a francheee. One s1ore s in an antugquated
shoppig mall souh of Denver. The other s in a busy
area of downtown Denver, but Patlerson says that store
is not representative of the colorful mall stores in the
new, upscale "retal resoris”™ built in recent years. That
doantoan Denver stare & scheduled for a majpar
remiodeling, including an expansion eto part of Lhe
neighboring Gap store space.

Today the Paradise Café bakeries are located in
r'-::-||||".i|.‘|n|_|. :'kl'i.-:-l:-ll.'a. l:_':'llifl:lh':iil.. ﬂd’q.'i!:i’!ll'l. Tcxas.
Oklahoma, Washingion and Florida. Patterson moved
corparate headguartens to Aspen a few years ago, fulfilling
his persenal goal: to bive i the celebrity-[fled ski town,
The chain's operating headquarters are in Phoenix, The
plan is 1o stop expandmg dunng the recessaon and 1o add
umils ngain after midvear, New markets will mclude Chica
go and Las Ve

Consultant McYety thinks the economy won't do
mech harm (o concepds like Paradise. Even with lavolfs
and steck-price plunges, consumers with a sweet tooth
will always show up, Moreover, Paradise offers low-price
sweed snacks

“Thev're nol expeasive high-end tortes and
cheesecakes,” MeVety points out. “In my opinion the
American public is all about hand-to-mouth kinds of
fod. W love to have something in our hand we con put
in our mouth.”
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a7 company-owned, 30; franchised, 7

533 milson

Average snnual sales par unit

SEGQD 000

Statea of operation

How-marknot targeis
Chicago, East Co
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