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Introduction

Raising Productivity and Profitability by Creating
Better Working Conditions for the Worst Off

ROFIT AT THE BOTTOM OF THE LADDER answers three funda-

mental questions. First and foremost, the book answers the question
C-level executives and other senior managers are asking themselves: Are
there additional ways to increase my company’s success? The case studies
answer young business leaders who are wondering: Can I spend a career
profiting in the private sector while bringing benefits to others? At the
same time, this research answers the questions raised by labor representa-
tives and all levels of employees: Isn’t there a way for the company and its
employees to succeed together?

The answers to these three questions are central to the lives of everyone
from senior managers in the largest companies to entry-level employees in
the smallest firms. CEOs, CFOs, COOs, and other leaders have always had
to worry about profitability. The shareholders and board members to
whom they report measure success in this nearly singular way. Wall Street
has frequently evaluated firms’ prospects as rising when leaders cut jobs,
wages, and benefits. At the same time, top managers’ personal satisfaction
has long stemmed from being able to achieve more than profit at the cost
of their employees. Moreover, while employees have always cared about
their company’s competitiveness because it assures the long-term stability
of their jobs, they clearly also care about the quality of their working condi-
tions, compensation, and daily lives.
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While the answers are of fundamental importance in strong economic
times, the financial crisis that began in 2008 has crystallized the urgency
of being able to answer them. As the meltdown over executive bonuses
made clear, corporations faced both an economic crisis and a crisis of con-
fidence. The questions raised by the economic crisis are clear: When will
firms be profitable? When will we have economic security? Will the
United States, Europe, and other advanced economies fully repair them-
selves? Will China, India, and other emerging economies rebound or leap
ahead? All of these concerns surround economic success. But as demon-
strated by the political outcry, demonstrations, and rapidly written legisla-
tion, the crisis in confidence has been equally critical and has presented a
different set of questions: How “greedy” is Wall Street? Are leaders of the
private sector just out to ensure their own personal financial success, and
are they willing to risk the financial security of everyone else in the world?
Is there any reason to believe that average taxpayers stand to gain by bail-
ing out companies or by ensuring corporate success? All of these questions
come down to the fundamental one: Will there be a link between the suc-
cess experienced by those at the top of the corporate ladder and those on
all of the other rungs?

Profit at the Bottom of the Ladder tells the story of companies around the
world who have found ways to answer both sets of questions simultane-
ously. These companies have been profitable for their owners and share-
holders not only while being profitable for their employees, but because
they have been profitable for their employees.

Working Conditions That Matter

These firms have been able to do this for a simple reason. How work is
structured, how it is rewarded, and how workplaces encourage employee
engagement are all central to the profitability of firms and to the quality of
the daily lives of working men and women. Employees determine 90 per-
cent of most businesses’ profitability.

Often underrecognized is the fact that the most potent impact can
come from employees at the bottom of the corporate ladder. In call cen-
ters, it is the employees answering the phones who determine the quality,
pace, and effectiveness of the company’ responses to customers. In main-
tenance and repair industries, it is the men and women who take the calls
and carry out the services who again determine customers’ satisfaction,
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patronage, and loyalty and whether they recommend the company to oth-
ers. In manufacturing, workers on the factory line leave their fingerprints
on the quality of the products and determine the error rate in production.
Even in wholesale and retail, success fundamentally relies on the quality of
the work carried out in the warehouses and of the interactions between
employees and customers.

The caliber of the employees that a company can attract and retain and
the quality of their performance are affected by the company’s working
conditions, including wages, benefits, work schedules, flexibility and leave,
support for health, and policies surrounding participation in planning and
work design. These policies simultaneously have implications for the com-
pany’s bottom line in terms of costs and benefits. In evaluating publicly
traded companies, Wall Street analysts for years have treated providing de-
cent working conditions as purely a cost, not an investment. CEOs have
been pressured to cut compensation, giving little consideration to the
long-term consequences of doing so.

Not only is job quality essential to a firm’ success, it also plays a funda-
mental role in determining the quality of the lives of working men and
women. Working conditions influence everything from the most pragmatic
issues—determining whether a worker loses his job when he has to take
time off after a heart attack, if a father loses pay when he stays home to care
for a sick child, whether a daughter loses wages when she misses work to
care for an aging parent—to the harder to measure, but equally fandamen-
tal concerns, such as determining whether employees find their work mean-
ingful and are eager to do their best at their jobs.

While the questions of how much to invest in employees and what kind
of investment to make are always essential to companies, they are particu-
larly important now. With intense global competition and declines in con-
sumer spending, firms are particularly concerned about finding ways to
cut expenses without losing business. It is natural for companies to wonder
whether they can cut costs by lowering wages, decreasing health and other
benefits, and limiting support for pensions. As firms restructure in response
to economic threats, it is not surprising that employee engagement is some-
times the last thing on their minds. Yet the role of employees is more impor-
tant than ever in ensuring companies’ survival. Companies are dependent
on employees to be particularly flexible as firms restructure, to cover for
laid-off employees, and to find new ways to cut costs and increase produc-
tivity. At the same time, the bursting housing bubble and the dramatic drops
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in the stock market have made it all the more important to employees to
have a secure job with a living wage and adequate benefits. Moreover,
even in strong economic periods, people neeed good working conditions
and protections such as those that prevent income loss due to illness or the
birth of a child.

This book addresses the fundamental question: Is it truly financially
beneficial for companies to cut wages and benefits and limit flexibility, or
is there a path forward from which companies can profit financially along-
side their employees?

Our Research Program

For over a decade and a half, T have led a research program, first at Harvard
University and then also at McGill University, examining working condi-
tions around the world. For the first eight years of this program, my team’s
research focused on understanding how the conditions faced by men and
women varied across political, social, and economic contexts. While analyz-
ing the differences across countries, we also examined the differences within
countries across classes and sociodemographic groups. In the United States,
we studied the experiences of over ten thousand working Americans,
including men and women in every state, across all income levels, and in
every sector of the economy. These studies included looking at the impact
of working conditions on the employees, their families, and their communi-
ties. We carried out large national studies; studies that focused on the
lowest-wage workers; studies that compared the experiences of workers
with limited formal education to those of professionals; studies that in-
cluded in-depth interviews of multiple family members; and studies in
which individuals were contacted daily to inquire about the relationships
among the conditions they faced, the work they performed, their daily lives,
and their personal health and welfare as well as that of their families.

We then carried out similar studies around the world: we interviewed
working adults in the largest city and in a small rural town in Mexico; ex-
amined the experiences of immigrant families split across the Mexican-
U.S. border; researched working conditions in Botswana, a particularly
strong democracy and economy in Africa that has been hit hard by the
AIDS pandemic; spoke with workers in Russia about the conditions they
faced as the country moved from a centralized to a market economy; car-
ried out research in Vietnam as the Vietnamese economy opened up under
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Doi Moi to the international market, and in both Vietnam and Cambodia
as these countries walked the long road of economic recovery after the
devastation of wars. We learned how working conditions influenced the
experiences of Honduran individuals and communities that had survived a
major natural disaster, Hurricane Mitch, which destroyed many neigh-
borhoods in the capital, Tegucigalpa. In the end, our studies of working
conditions included analyses of surveys of over fifty-five thousand house-
holds, and over 2,000 in-depth interviews of employees from entry level
to top C-level executives living on all six inhabited continents.

These studies brought to light the many dimensions of disadvantage at
work around the world. Those with the least amount of formal education
not only received the lowest wages, but their jobs also offered the least
flexibility. These workers were the most likely to be fired if they were sick,
to lose their meager yet crucial income surrounding the birth or adoption
of a child, and to face untenable choices between caring for a sick family
member and earning enough money to survive. They were also the least
likely to have any autonomy at work, to participate in planning or design,
or to have their voices heard within the company. These initial studies
delineated the conditions workers faced around the world. Our findings
on the impact of poor conditions at work and limited social supports for
men and women at the bottom of the ladder have been reported in detail
in Forgotten Families: Ending the Growing Crisis Confronting Children and
Working Parents in the Global Economy as well as a series of articles and
reports.!

Since 2001, we have increasingly focused on finding and understand-
ing solutions for reducing these disparities, and for five years we have been
studying initiatives in the private sector. The findings from the studies of
companies in nine countries are detailed in this volume. Findings from
our research on public sector solutions and economic competitiveness in
192 nations are reported in Raising the Global Floor: Dismantling the Myth
That We Can’t Afford Good Working Conditions for Everyone as well as in a
series of reports and articles.?

Research on Business Strategy

While drawing on findings from many studies I have led over the past
decade, Profit at the Bottom of the Ladder focuses on findings from over five
hundred interviews carried out at a dozen companies around the world be-
tween 2005 and 2009. In carrying out the research that forms the foundation
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for this book, we sought out companies that were both finding solutions to
the problems working adults faced and succeeding by the financial stan-
dards by which all firms are measured. We used a wide range of tools to
identify these companies: we solicited the recommendations of company
CEOs and other leaders in the business community as well as civic leaders
who focused on labor issues and we analyzed a series of published lists of
the “Best Companies to Work For” to see how many of them managed to
have good working conditions for 4/ of their employees, as opposed to
only for the professionals or highest-paid employees. We then analyzed
the companies that were generated by expert recommendations, awards,
and systematic reviews to see if their good working conditions permeated
all levels of employees, and we assessed their financial profitability.

Many companies were eliminated from our original list. The majority
of the firms that were lauded as being among the “Best Companies to
Work For” focused their efforts only on the employees at the high end of
their corporate ladder; their policies were either unaffordable or unavail-
able to their line workers. Among the companies recommended by experts
as being particularly innovative, some fell off our list because they were
new and had yet to turn a profit, although they showed great promise.
After winnowing down a list of hundreds of potential companies, we se-
lected a final group that represented diversity in geography, size, and sec-
tor, and that included both publicly traded and privately owned companies.
Geographic diversity was one of our main concerns, given that we wanted
to assess whether the financial advantages of offering good working condi-
tions and benefits translated throughout a globalized economy, in which
companies had to compete with firms around the world. We therefore
wished to study companies in diverse geographic locations that managed to
ensure good jobs for all their employees. We also wanted to include busi-
nesses of every size, since companies of different sizes face very different
challenges and constraints in seeking to establish good working conditions.
The companies we selected represent small, medium, and large firms em-
ploying between 27 and 126,000 men and women. While compiling the list
of companies, it became clear that most of the firms featured were privately
held. Many publicly held companies do have good working conditions, but
they often employ mostly high-wage workers or offer different levels of
working conditions and benefits to management employees than to work-
ers at the bottom of the ladder. To ensure that the study included both pub-
licly traded and privately held companies, we made extra efforts to locate
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publicly held companies that fulfilled our criteria. Finally, we wanted the
companies we studied to represent different sectors. We felt that both re-
tail and manufacturing sectors had to be included since they account for so
many of the jobs available to workers with lower levels of formal education.

When we approached companies to study them, we asked a lot of each
company. We told them that we would need to interview employees at
all levels, from the lowest-paid workers to those in top management
positions—in most cases the CEQOs, CFOs, and COQOs. We would need
to speak candidly with employees about their experiences. To ensure that
workers at the bottom of the pyramid felt comfortable in accurately de-
scribing their experiences, we guaranteed confidentiality. The names of
these working men and women are not used in the book; only pseudo-
nyms are given. Each of these employees was interviewed in private about
his or her experiences, without managers present. In the majority of cases
interviews were conducted in the primary language spoken by the em-
ployee. When a translator was needed, a translator independent of the
firm was employed. Middle managers were similarly guaranteed confiden-
tiality. CEOs, CFOs, and other top managers were advised that their
names would be used; because they were clearly identifiable by their posi-
tion, confidentiality was not possible. Working conditions were observed
at each firm.

Managers knew that we would use this information to publish a study
and that we would have the final say on the description of their company,
since this was the only way that readers could be guaranteed an independ-
ent opinion and that we could ensure academic integrity. In spite of these
necessary standards, and undoubtedly in large part due to the fact that the
companies had faith that their actions would withstand scrutiny, all of the
firms we approached agreed to participate, with rare exception. One com-
pany had initially agreed to take part, but was then bought out by another
company whose reputation for working conditions was far more mixed;
the new parent company was worried about participating in a study that
might look closely at employees’ experiences.

Our site visits and interviews were designed to determine whether
these companies’ working conditions were as good in practice as they
were on paper, as well as what, if any, relationship these conditions bore to
the firms’ productivity, financial costs, and returns. We carried out at least
two site visits at every company we studied. A member of the research
team conducted a complete set of initial interviews, visited the work site,
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and analyzed the data. I then made a follow-up visit to every company,
again interviewing everyone from line workers to top management, and
assessing sources of potential successes as well as challenges the compa-
nies faced and limitations on their accomplishments. In addition to the
data gathered through interviews and site visits, we compiled information
on companies through publicly available data, financial reports from pub-
licly traded companies, and academic, professional, and media reports on
the companies’ financial and social performance. We analyzed this infor-
mation along with transcriptions of every interview conducted and writ-
ten information provided by the companies. Of the companies that were
selected for site visits, all but one demonstrated that they were able to
have innovative and strong working conditions at the bottom of the ladder
while succeeding economically.

Each of the companies profiled in this book has demonstrated a re-
markable accomplishment in at least one of the areas we focus on in each
chapter. While a number of companies could have been highlighted in
several chapters, we tried to vary the companies selected to enable readers
to learn about practices in a range of business sectors and geographic
locations. Some of the companies are far stronger in their practices in
one area than another; this is natural, and perhaps no less surprising than
the fact that top athletes are typically far stronger in one sport than an-
other. The companies are highlighted for their accomplishments in the
appropriate chapters, and honest assessments of the limitations of these
accomplishments are also included. We don't rate each of the companies
across all areas treated in the book and do not mean to suggest that any in-
dividual firm is perfect, but rather we examine the impact that good work-
ing conditions have had on each company’s success and on workers’
quality of life.

To these studies we brought the skills of a research team, objective eyes
to examine what was working at the company and what wasn’t, the time to
conduct detailed interviews with a wide range of players, the ability to be
seen as independent by CEOs as well as workers, and a commitment to
spend the time required to analyze the evidence. Our transdisciplinary
professional backgrounds gave us the advantage of neutrality; we weren’t
seen as representing shareholders, company executives, or employees, as
we almost inevitably would have been had we come from a particular
position in the business community. This allowed us to elicit full and far
less censored stories from factory workers and chief financial officers



