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  The Good Jobs Strategy, Zeynep Ton (2014) 
 
 In service industries, succeeding at the expense of em-
ployees and customers often go together. That’s why our expe-
rience with restaurants, airlines, hotels, hospital, call centers, 
and retail stores are often disappointing, frustrating, and need-
lessly time-consuming. But some companies use the good jobs 
strategy to design jobs so that their employees can perform well 
and find meaning and dignity in their work. Despite spending 
much more on labor than their competitors to have a well-paid, 
well-trained, well-motivated workforce, they enjoy great suc-
cess. 
 Combine investment in people—much more than nor-
mal—with a set of operational decisions related to how many 
products and services a company will offer; a balance of job 
standardization and employee empowerment; the allocation of 
work among employees; and staffing levels and how employees 
will engage in continuous improvement. I observed this in a 
group of highly successful companies. I wanted to know how 
they managed to do very well and keep their prices low without 
making life miserable for employees and frustrating for custom-
ers.  
 If the good jobs strategy is possible in low-cost retail, it 
is possible anywhere. If you want to offer both good jobs and 
low prices operational excellence is mandatory and the best and 
most sustainable way to provide superior returns to investors in 
the long term.  
 Retail is an industry with a lot of bad jobs. In 2011, the 
median hourly wage for the 15m retail workers in the US was 
$10.88, 34% lower than the median for all US workers. They 
are rarely given the necessary training, proper equipment, or 
time to do their jobs well. Their jobs are designed in a way that 
almost guarantees failure. Their median age is 38. Nearly 30% 
are part-timers who would rather work full-time, but they just 
can’t find it. Walmart’s choice to operate this way forces the 
whole industry in the same direction.  
 QuikTrip has appeared on Fortune magazine’s list of 
the top 10 companies to work for for 11 straight years—a con-
venience store chain that sells gasoline and merchandise. The 
crews are vigilant about keeping the store clean, including the 
bathrooms-especially the bathrooms. They make sure everyone 
has a quick trip through the checkout tine. Sales per square foot 
are 50% higher than the industry average and its gas sales are 
2X. Their profit per store is more than 2X the industry average 
because it puts its employees at the center of its business. 
 Southwest Airlines, UPS, Toyota, Zappos, Wegmans, 
and Shouldice Hospital in Canada do the same, as does Costco, 
and Trader Joe’s. Good jobs rather than bad jobs is a strategic 
decision. When companies invest in wages, benefits, training, or 
staffing levels, the costs of those are direct, short term, and easy 
to measure, while the benefits are indirect, long term, and hard 
to measure.  
 Within 2 years of Toyota’s taking over operations, the 
NUMMI  plant became the most productive auto assembly plant 
in the US, its labor productivity almost equaling that of a com-
parable Toyota plant in Japan. And this was, to a large extent, 
the same workforce and union that had performed so poorly 
before.  

 
 Every company has its own idiosyncrasies. Offering 
good jobs while also offering low prices, good customer service, 
and great financial performance isn’t easy. You have to get 
many things right to achieve it. They all do it by making 4 oper-
ational choices: 

1. Offer less. Model retailers offer fewer products and no 
promotions. This reduces costs significantly, yet it can 
increase customer satisfaction 

2. Standardize and empower.  
3. Cross train. Instead of constantly changing the quantity 

of employees, they change what employees do depend-
ing on customer traffic.  

4. Operate with slack. They deliberately build slack into 
their staffing. This reduces costs by allowing employees 
to be involved in continuous improvement.  

 This policy manifests in wages and benefits as well as 
recruitment, training, scheduling, equipment, in-store opera-
tions, head count, and promotions. The combination allows 
companies to make more money than their competitors, create 
jobs that give dignity and respect to their employees, and pro-
vide low prices and excellent service to customers.  
 The rise and subsequent stumble of Home Depot, once 
one of the great success stories in retail, is a case study in the 
importance of investment in people, both for customer service 
and for financial performance. It became the fastest-growing 
retailer in the world. It hired former plumbers, electricians, and 
other crafts people who really knew their stuff—and invested in 
them. The company gave its associates training in merchandis-
ing, product knowledge, and customer service, and employed 
them full-time. The company’s inverted-pyramid organizational 
model explicitly put the CEO and corporate support group at the 
bottom and employees and customers at the top.  
 But it wasn’t sustainable, because Home Depot didn’t 
design and manage its operations with much discipline. It relied 
on people doing things their own way. There was a lack of dis-
cipline in how stores communicated with headquarters, selected 
its products, and communicated with suppliers. This led to in-
consistencies in customer service as customers and employees 
had a hard time finding what products were there. Customer 
satisfaction and financial performance depend on managing 
operations and customer interactions. Kindness or friendliness 
won’t make up for operational incompetence. By the 1990s 
Home Depot was having a disturbing number of accidents, 
some of which resulted in employee deaths.  
 From the employee’s point of view, predictable part-
time work is one thing, but when you never know from week to 
week or even day to day how many hours you will have and 
when, other things in life are made difficult or impossible. The 
quality of employees is a matter of whom you hire, but even 
more so, a matter of how you invest in them. At one retail chain 
I studied, all the stores had similar layouts and process design, 
used the same IT system with the same employee incentives. 
Yet the performance of the best and the worst differed by 43X. 
 Cornerstone America industries began losing out to 
foreign companies that took a different view of labor. Research-
ers showed that human resource practices such as job rotation, 
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performance-based compensation and training work best in 
combination with specific manufacturing principles such as low 
inventory and repair buffers.  
 While complexity has increased, retailers have been 
investing less in their employees. I found that increasing the 
amount spent on payroll in a store resulted in higher profit mar-
gins. By controlling labor costs, they had been undermining 
profitability. There are many effects of failing to invest enough 
in employees, including phantom stockouts; promotions execut-
ed incorrectly or not at all; data corruption that undermines in-
ventory and strategic planning; and loss of products to theft, 
spoilage, and faulty paperwork. For Grocery Manufacturers of 
America, nearly a quarter of all stockouts in consumer products 
retailing are phantom. At Borders, profits would have been 25% 
higher had there been no phantom stockouts. 50% of in-store 
promotions in retail are either not carried out in time or at all. 
Even sophisticated retailers have very inaccurate inventory data. 
One retailer with hundreds of stores and over $10b in sales had 
the right information for only 35% of their nearly 370,00 prod-
ucts in 37 of their stores. The system thought those products 
were in stock but, in fact, was out of them.  
 When companies do not invest in their employees, they 
are more likely to steal. The lower paid a store’s employees as a 
whole, the more employee theft there was. Also, better-paid 
employees are more likely to want to keep their jobs and to do 
right by their employer. Store employees typically target stores 
during understaffed hours. Low investment in employees has 
the potential to set up a vicious downward cycle. It’s like a neg-
ative feedback loop, reacting in a way that reinforces whatever 
caused the reaction in the first place. If customers are respond-
ing to poor operational execution, they are indirectly responding 
to a retailer’s low investment in its employees.  
 Most retailers view store labor as a cost-driver, not a 
profit-driver. After the cost of goods sold, labor is the largest 
cost for most retailers. Perhaps more important, labor is the 
largest controllable cost. In March 2007 Circuit City fired 3400 
of it most experienced and highly paid hourly workers and hired 
replacements. This was a signal of the vicious cycle it was al-
ready in. Meanwhile, Best Buy was investing more in store em-
ployees. By 2007, it had earned a reputation for higher staffing 
levels and better customer service than Circuit City, which kept 
declining until it went out of business in 2009.  
 But while Best Buy delivered better service and finan-
cial performance than its competitors, Wall Street analysts criti-
cized it for not controlling its costs. Home Depot, Borders, and 
Tesco have all gone that route of cutting labor costs. Although 
store managers are constantly measured on payroll expenses, 
they are seldom monitored for labor practices.  
 Retailers pay a stiff price in phantom stockouts, pro-
motion noncompliance, data corruption, and shrinkage (theft). 
While the financial benefits of cutting employee costs are direct, 
immediate and easy to measure, the less-desirable effects are 
indirect, longer-term and more difficult to measure. The carrot 
is in plain sight, but the stick is invisible. They are stuck in me-
diocrity, think that the current model is the only way to operate 
and don’t think their trade-off is a mistake. Walmart is now so 
big that its ability to leverage its scale and hence offer low pric-
es can compensate for its bad service.   

 The best-known Spanish retailer in the world is fast-
fashion retailer Zara. It is the topic of business school case stud-
ies all over the world. Zara’s speed, along with its ability to col-
lect information on what’s selling helps it produce products that 
its customers want, when they want them. It has 1500 stores in 
more than 70 countries. Zara’s resource director told me the 
model she looked to was Mercadona—Spain’s largest super-
market chain.    
 So, I visited Mercadona’s stores and found the shelves 
neatly stocked. Their stores are disciplined in the way they are 
organize, how store processes are defined, and in the high ex-
pectations to which employees are held. There is discipline in 
the way trucks deliver products to the stores, maintenance per-
sonnel do maintenance work, cleaners clean the stores, and 
managers manage the stores. They begin each day by going 
around the store and saying hello to all their employees. This 
gives them a chance to gauge people’s feelings. They check the 
computer for the previous day’s financial performance. They 
visit each section of the store and talk with the section specialist 
about the previous day’s sales, what had to be thrown away, 
what was out of stock, and the specialist’s objective for the new 
day. Processes are efficient enough that employees can do all 
their standardized work and still have time to find out what’s on 
the customers’ minds and to initiate improvements.  
 Until 1993, Mercadona was pretty ordinary and its 
stores suffered from operational problems. At the time the pres-
ident and CEO, Juan Roig, was deeply influenced by Stephen 
Covey’s book The Habits of Highly Effective People. He im-
plemented a Total Quality Model (TQM). The key to continu-
ous improvement was staying true to 9 principles.  

1. Everyone is reliable. 
2. Anything that does not provide value to customers is not 

done.  
3. Every company is an assembly line. 
4. Have a scientific mind. Maradona’s process and product 

improvements involve generating hypotheses, conducting 
experiments, collecting data, reviewing results, and the 
implementing change. 

5. Do it right the first time—zero defects.  
6. Everything can be improved.  
7. The company has to prescribe. A retailer has a responsi-

bility to choose the best products for its customers.  
8. Abide by the law.  
9. Convince, don’t defeat. Explain the reasoning behind the 

policy.  
 More stable work schedules and income, more training, 
more benefits and opportunities for advancement support great-
er employee pride and ownership of their jobs. Mercadona con-
stantly communicated with employees and started letting them 
know how much it appreciated them. It officially made its em-
ployees number 2 on its list of priorities, right after customers, 
but before investors.  
 Mercadona pays higher salaries than its competitors 
and all employees received an annual bonus if their individual 
and local goals were met and the company met its overall tar-
gets. The bonus was 2 months’ salary for employees who had 
been with Mercadona for 4 or more years. In a typical year 
when company targets were met, 95% of employees qualified 
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for the bonus. If the company targets were not met, no one—
neither the cleaner nor the CEO--would receive any bonus. In 
2012, all 74,000 employees had permanent contracts and 85% 
of store employees work full-time. They typically work 6.6 
hours a day for 6 days a week. Store employees alternate each 
week between morning and afternoon shift and know their 
schedules one month in advance. Employees also receive 30 
days of vacation a year, maternity leave, and day care benefits. 
It invests about €5000 for every new store employee in a 4-
week training course. The region’s most experienced area spe-
cialists personally tutor the new employees in their assigned 
areas. Employee turnover is 3.4%. 
 With Mercadona, we see the virtuous cycle of retailing. 
Investment in employees contributes to operational excellence. 
This results in high sales and profits, which allows for greater 
investment in employees. Its sales per square foot is 50% higher 
than that of Carrefour. By 1999, all employees at Mercadona 
had become permanent. In 2000, Mercadona opened its first 
nursery school for employees’ children. In 2003, it started clos-
ing its stores on Sunday. “People have a family life.” In 2005, 
Mercadona added an extra month of maternity leave. In 2007, it 
opened a fully automated distribution center because lifting 
heavy cases over and over was unhealthy for employees.  
 Like Mercadona, 3 other retailers –Costco, QuikTrip, 
and Trader Joe’s--view employees as precious assets and invest 
in them. Costco’s average pay for hourly workers is 40% higher 
than its largest competitor, Sam’s Club (owned by Walmart). 
Costco employed more than 140,000 people in 2011. QuikTrip 
tries to ensure that its part-timers are students or those who do 
not need the money to support a family (the average age of its 
part-timers is 21.7 years old).  
 Employees who work for retailers that operate in a 
vicious cycle don’t just have low wages, poor benefits, and er-
ratic schedules. The design of their jobs makes it hard for them 
to do a good job and they complain of a lack of respect from 
their managers.   
 Almost all store managers at Costco and all at Merca-
dona, QuikTrip, and Trader Joe’s are promoted from within. 
There is the feeling—expressed to me by employees at all 4 
model retailers—that they are part of something bigger than 
themselves and that their job matters. Jobs at these companies 
are harder to get than to get into an Ivy League college. 90% of 
applicants do not even qualify for an interview and 5 people are 
interviewed for every job opening.  
 Costco’s prices are 40% lower than those in a typical 
supermarket. Trader Joe’s and Mercadona are also known for 
their low prices. Mercadona is the cheapest food retailer in 
Spain. QuikTrip’s prices are as low as Walmart’s. Costco’s cus-
tomer satisfaction is the same as that of Nordstrom. Shopping 
experiences, as rated by Consumer Reports among 52 retail 
chains, were in the top 5 for Trader Joe’s and Costco. Number 
one was Wegmans, another chain known for great employee 
practices.  
 All 4 of these model retailers are growing profitably 
and managing their key assets productively. Their 3 key assets 
in retail are real estate, inventory, and people. They all sell more 
per square foot and per employee and turn over their inventory 
faster than their competitors. Costco’s sales per square foot are 

almost 70% higher than Sam’s Club, and its typical employee 
generates almost twice as much sales. Costco turns its inventory 
twice as quickly as a typical discount variety retailer and 50% 
faster than Walmart. Maradona’s sales per square foot are more 
than double the supermarket industry average and more than 
50% higher than that of its largest competitor, Carrefour. Its 
sales per employee are 18% higher. A well-paid, well-trained, 
well-motivated, and not-understaffed workforce also helps each 
of these companies control costs better than its competitors.   
 Costco won’t provide shopping bags or put signs on 
the aisles. Its stores have bare cement floors, industrial lighting, 
and bulk products stacked on top of each other. Want to buy 
diapers? You have only 2 options, Huggies and Kirkland (Cost-
co’s private label). Costco won’t advertise, offer extended 
shopping hours, or even stay open for holidays. It accepts only 
American Express or cash. What retailers don’t realize is how 
much each additional product, promotion, and holiday they 
choose to stay open increases the complexity of their business. 
They boost manufacturing, transportation, inventory, labor and 
stockout costs. More product variety and promotions also in-
crease the likelihood of errors and operational problems. And 
the consequences of offering more fall all too often upon em-
ployees.  
 The retail industry still has trouble matching product 
supply with customer demand. Stores carry too few of the prod-
ucts that customers want and too many of those they don’t want.  
The rate of stockouts has not changed during the last few dec-
ades, around 8% of the time. For products that are on promo-
tion, the rate is much higher. In 2008, food waste in retail was 
about 43billion pounds. Less than 3% was recovered and recy-
cled. Inventory management is more complicated when there 
are more products and promotions, which means carrying more 
inventory.  
 The more types of toothpaste we add to the mix, the 
less accurate our demand forecasts for each will be. Promotions 
make forecasting even more difficult. When there are many 
products and promotions, customer demand is more uncertain 
and forecasts less accurate. The total safety stock for 100 varie-
ties of toothpaste will be much more than needed for a few 
kinds. Increasing inventory levels increases phantom stockouts 
and indirectly decreases sales. Shelf space in stores is limited, 
so the greater the inventory, the more products are stored in 
back rooms. If you carry hundreds of types, you will buy and 
sell fewer units of each and each will cost more.  
 Higher product variety decreases labor productivity 
and increases overhead labor, rework, and inventory costs. Pro-
motions cause customers to exhibit variability in their purchas-
ing, which is amplified as we move backward along the supply 
chain. This amplification variability in the upstream supply 
chain, called the “bullwhip effect,” is expensive for every play-
er. For manufacturers and their suppliers, it means high variabil-
ity in production or high inventory, both of which are expen-
sive. Frequent production changeovers also invite errors. Pro-
motions stick manufacturers with higher administrative and 
selling costs. 
 The In-N-Out burger chain, with 281stores, offers 
high-quality burgers at low prices. The hamburgers were just 
$1.90, much cheaper than Big Macs or Whoppers, which aren’t 
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made with such fresh ingredients or so much hand labor. Great 
quality, low prices, and yes, In-N-Out offers better jobs than 
other fast-food chains. One factor is a menu with only 6 items—
hamburgers, cheeseburgers, double doubles (a double cheese-
burgers), fires, shakes, and soft drinks. 
 When people were offered more choices, most were so 
overwhelmed and confused that they chose not to buy anything 
at all--even at a discount. Lower variety may increase sales, and 
customers could be more satisfied with what they buy if their 
options are limited. Model retailers offer fewer products than 
their competitors and do not continually change prices to stimu-
late demand. They offer everyday low prices. Offering less 
forces them to be more rigorous about what they offer. Trader 
Joe’s is a store of stories. Every product in the store has a story 
and a reason for being there. They have no coupons, promo-
tions, or discounts. While the average inventory turnover in the 
food retail industry is about 11 times, there it is 38. Model re-
tailers, by narrowing choice, can be seen as customer advocates.    
 Here are a few things QuikTrip does to hire the right 
people:  

1. Get referrals. Give bonuses to any employee whose refer-
ral brings in a new employee who then reaches various 
milestones.  

2. Have professionals do the hiring.  
3. Start with competence. Look for specific skills.  

Monitor employees with security cameras inside the store di-
rected at the cash registers. When there is trust between the 
company and its employees, monitoring can be powerful way to 
improve performance.  
 At Trader Joe’s investing in employee training ensures 
that all employees know how to operate a cash register, shelf 
merchandise, and do other useful things. Offering fewer prod-
ucts enables employees to be familiar with most products.  
 In service industries, customer variability has many 
effects on operations. 80% of variation in traffic can be ex-
plained using day of the week, time of the day, and holidays. 
Conversion rate measures the % of customers who walk into a 
store who buy something. Store managers who staff based on 
sales rather than traffic data may over or under staff, since con-
version rate can vary greatly from one part of the day to another. 
There may be times when parents shop with their children, mak-
ing traffic appear greater than it really is.  
 Customer variability can be managed by altering cus-
tomer demand for a service to make it smoother and more pre-
dictable, for example, by lowering prices to stimulate demand 
during nonpeak periods, as some restaurants do with their “early 
bird specials.” Make reservations, which is what most 
healthcare providers do. Get customers to deliver at least some 
of the service themselves, which airlines have their customers 
do with self-check-in. A restaurant that offers a buffet is getting 
its customers to customize and serve their own meals. Retailers 
often worsen traffic variability by keeping stores open longer 
hours and offering more promotions. Retailers that operate in a 
virtuous cycle do not have to match store labor to traffic in short 
increments because they cross-train their employees. They also 
have their staff perform different tasks throughout the day, de-
pending on customer traffic.  

 Weather tends to be an important predictor of customer 
traffic. Retailers need flexible labor, employees who can work 
in short chunks of time. When companies shift the cost of their 
uncertainty about customer traffic onto employees, they not 
only affect their lives but also the customers’ store experience 
and the company’s profits. Practiced this way, we often see high 
turnover, absenteeism, and tardiness. This in turn, increases 
variability in labor supply, which causes greater variability in 
the quality of labor. When employees’ morale is low and turno-
ver is high, employees make more mistakes or take shortcuts; 
sometimes the shortcuts are just a way to deal with understaff-
ing. There will be more phantom stockouts, data inaccuracy, 
shrink, and customer service problems—the vicious cycle of 
retailing.  
 Rather than constantly change the number of employ-
ees, model retailers change what their employees do. The an-
swer is cross-training. At Mercadona, the fruit and vegetables 
specialists, for example, are trained to help customers, manage 
product flow, order products, perform inventory checks for 400-
500 products to ensure that the physical inventory matches the 
system inventory, and regularly check their sections for product 
or process problems. Cashiers are cross-trained to also shelve 
and clean. Model retailers use idle labor inside the stores to help 
with customer service online. Small levels of cross-training can 
go a long way to accommodate variability. An average Quik-
Trip store employs about 15 people. Five are managers with 
fixed schedules throughout the year and the rest are full-time 
and part-time employees with more flexible schedules.  
 One way to improve motivation is to make the job 
more meaningful by use of a variety of skills, to see a job 
through from beginning to end, and to do something that makes 
a difference. Cross-training does all 3. The number one reason 
people stay with QuikTrip is not the money. It’s because their 
managers do the same jobs they do. This allows them to identify 
with the top managers and endows employees with more signif-
icance. At Southwest Airlines, anyone involved in getting an 
airplane ready for its next flight can be called upon to help with 
whatever needs done.  
 Model retailers differ most greatly from others in ef-
forts to cut waste. They cut waste everywhere they can find it 
except when it comes to labor. By creating time for continuous 
improvement—and by empowering employees--Mercadona 
enables its people to identify problems and suggest improve-
ment opportunities.  
 Empirical evidence shows persistent understaffing, 
with non-model retailers choosing staffing levels that don’t 
maximize profits. The costs of having too few employees is 
difficult to quantify. Calculating overstaffing costs, on the other 
hand, is simply the employee’s hour wage. This cost is immedi-
ate, direct, and easy to quantify. Managers pay more attention to 
the costs than the benefits of more labor. They are constantly 
measured on how well they manage labor costs and pressured to 
reduce them, so they often choose to have too few employees 
even if they know it will not maximize profits.  
 Understaffing as a form of cost-cutting causes prob-
lems and unhappy customers. It is “business-school thinking 
gone wrong”—over-weighting the measurable and under-
weighting what’s hard to measure. In some settings where costs 
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of understaffing are extremely high, companies hire extra peo-
ple for continencies. We see this in education, with substitute 
teachers; in health-care, with on-call technicians, nurses, and 
doctors; and in theater and opera, with understudies. QuikTrip 
consistently employs “extra” employees—15% more than it 
theoretically needs—so that they can fill in for regular employ-
ees who have emergencies. These companies know that their 
understaffing costs are higher than their overstaffing costs.  
 All Mercadona product deliveries come from the 
chain’s own distribution network. Their employees have an ac-
tive role in recommending products and providing information 
to their customers. Hence, their absence can mean lost sales. 
Because employees are cross-trained, they find lots of useful 
things to do. 
 Arrow Electronics is one of the world’s largest distrib-
utors of electronics parts and computer products. They promise 
same-day delivery for all orders received before 4:00 p.m. More 
than 98% of the products in their distribution centers have accu-
rate data at the part-location level. In some centers, the accuracy 
is 99.8% The people closest to a problem have the best chance 
of spotting it and spotting what causes it. They are also the most 
motivated to solve it because it’s causing them pain. Their 
warehouse operators take pride in keeping their own house in 
order rather than being treated as mere extensions of the con-
veyor belts. Arrow has acquired more than 60 companies, all in 
which warehouse operators were not allowed to adjust invento-
ry. Management simply didn’t trust the workers—neither their 
competence nor their honesty.   
 Involving employees in continuous improvement is in 
the DNA of operationally excellent companies. Unless employ-
ees can trust that their jobs and their friends’ jobs will be safe, 
they won’t be enthusiastic about suggesting improvements. 
Model retailers make it clear that they will not eliminate em-
ployees as their processes become more efficient. QuikTrip, for 
example, has never laid off an employee. QuikTrip’s target is to 
offer regular employees time off when they want it 95% of the 
time. Operating with slack allows companies to sort through 
applications carefully and find the best fit for the job. It is the 
ultimate expression of putting employees at the center of a 
company’s success. Committed, empowered, well-trained em-
ployees make higher performance standards possible because 
they like having high standards they can actually achieve.   
 Companies that pursue the good jobs strategy can bet-
ter adapt to changes that regularly knock companies off balance, 
such as shifts in customer tastes, new technology, or new regu-
lations. They also have a better shot at keeping their customer 
base loyal. Model retailers don’t spend much on advertising; 
their customers do it for them.  
 UPS has pursued the good jobs strategy for more than 
100 years. Even when business plans changed, the ability to 
execute remained. It would start its own airline and third-party 
logistics business, go global, start its online business, and more. 
QuikTrip stores generate great returns, but growth is very ex-
pensive for them. It takes a long time for a store entering a new 
market to become profitable. But expansion into new marks is 
necessary to satisfy its employees. When other companies find 
ways to save money, they turn it into profit. Costco passes it on 
to customers.  

 Guiding values come from the founders and become so 
ingrained in the culture that they remain even after the founders 
leave. They tend to have in common these values: Take care of 
their people and customers and choose excellence over medioc-
rity in everything they do. 
 Too often, the values written in the company values 
statement are ignored by those who make decisions. Once a 
company betrays its vales for short-term gain and its employees 
know it, they won’t believe in them anymore. Sustaining the 
good jobs strategy requires sticking to values 100% of the time. 
Adhering to them has—at first glance—the effect of decisively 
limiting the options of top executives. But it is a long-term 
strategy. A 100% commitment saves you from being blown off 
course. It’s also an innovation strategy. You have customer 
knowledge, operational capacity and workforce adaptability that 
other companies don’t. A 100% commitment to company values 
will force you to make full use of those strengths. If we are 
tempted to give in to short-term pressures at the expanse of our 
own families, imagine how easy it is to give in to them at work 
where they seem to be for the good of the company or one’s 
career.    
 One powerful and practical way to create constraints 
based on values is to explicitly prioritize employees and cus-
tomers ahead of investors. Prioritization protects shareholders 
by keeping the company from short-term decisions that would 
eventually destroy its long-term value. It makes decision mak-
ing faster and more efficient by eliminating many options.   
 Costco will not charge its customers more than 15% 
over what it paid for each product. Such restrictive constraints 
spur companies to innovate in ways they would never have 
thought of otherwise. If an airline lays off employees because 
demand has dropped, it has to hire them back when demand 
recovers. If Southwest responds to the same drop by improving 
operations, it keeps that performance even when demand comes 
back. Creativity thrives best when constrained. For employees, 
values become real when tested under performance pressure.  
 Many employees with low wages require government 
assistance, so we taxpayers subsidize the cost of bad jobs. Be-
yond this, bad jobs damage communities. Think about the effect 
of unpredictable schedules on families. Companies, their cus-
tomers, and their investors benefit from the good jobs strategy.  
 
 
[Operational excellence [discipline] is the best and most sus-
tainable way to provide superior returns to investors in the long 
term. Customer satisfaction and financial performance depend 
on managing operations and customer interactions. Most retail-
ers view store labor as a cost-driver, not a profit-driver. Manag-
ers pay more attention to the costs of more labor than to the 
benefits. It is over-weighting the measurable and under-
weighting what’s hard to measure. Involving employees in con-
tinuous improvement is in the DNA of operationally excellent 
companies. 


