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Part One Brand Building & Market
Development |

A S

Chapter 1 The 10 Rules of Sam Walton (1)

I. Case Study:

Rule #1 Commit Yourself to Achieving Success and Always Be Passionate

Main Idea

Sam Walton was absolutely committed to doing whatever it took to achieve his
dreams. He often went to work at 4:00 AM so that he could review the previous
day’s sales reports and do some quality thinking before the rest of his executive team
arrived and got into action. To achieve your dreams, you’ve got to be willing to put
in an above-average effort.

Supporting Ideas

“What Sam Walton lacked in knowledge, skills and ability he was able to
overcome with his never-say-die determination. His willpower and can-do attitude,
coupled with his passion to succeed, made the difference early on during some pretty
tough times. His belief in his dream, his work ethic, and his sheer passion made
believers of the early associates (the Wal-Mart name for employees) who helped
Sam Walton get his business off the ground. His enthusiasm for the discount
retailing business was infectious, causing those around him to share a similar
passion.”

—DMichael Bergdahl
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A Bold Dreamer

One of the more interesting and less publicized aspects of Wal-Mart’s success
lies in the fact that Sam Walton took people who had no real formal education or
professional qualifications and personally taught them how to be highly successful
and productive. These executives, who really had only average backgrounds, were
then able to perform at consistently above-average levels of performance because of
the leadership and personal guidance Mr. Walton provided.

Sam Walton absolutely loved to set bold goals and then enlist everyone in his
organization to achieve those goals. He worked tirelessly at learning how to do
things better. In his spare time, Sam Walton would enjoy the mental exercise of
figuring out how to improve Wal-Mart’s distribution network, reduce costs, improve
associate relations or lower prices. Once he had the formula perfected, he then relied
on his executive team to duplicate that success elsewhere and make things happen.

Sam Walton knew what he had to do to outperform the competition because he
knew his own business inside and out. This meant that when he spoke or made
suggestions, he had credibility. He was committed to moving his business a little
further ahead each and every day and challenged everyone who worked alongside
him to be the best. Gradually, this positive attitude enabled people to start
accomplishing more than they ever thought would have been possible at the outset.
Nothing in the world can replace a positive attitude when it comes to growing and
operating a great business.

“It is not easy when you strive to be the best, but in the long run, it is worth it.”

—Sam Walton

To Become a Savvy Entrepreneur

* Have great goals—that truly motivate and inspire you, and then have a
singularity of focus.

* Commit yourself—to doing whatever it takes to achieve your dreams.

« Strive tirelessly—do something every single day that moves you in the
direction of your dreams.

* Stay the course—devé]op great ideas but then focus on bringing them to
fruition.

* Learn from your mistake —look at every potential “problem” as an

opportunity to move ahead in the right direction.
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* Train your mind and your body—to become a peak performer. Lead from the
front and “walk the talk.”

Rule # 2 Share Your Success with Those Who Have Helped You

Main Idea

Sam Walton always believed that individuals don’t win, teams do. For that
reason, he put a profit sharing program in place right from the start. This had the
impact of transforming his employees into a high-performing team of loyal and
motivated business partners. To exceed expectations, make it feasible for everyone
to share in the riches of victory.

Supporting Ideas

“Sam Walton believed that by sharing profits with all associates you are
treating them the way you would treat a partner. Employees who are treated as
partners begin to act like partners in their interactions with customers, suppliers and
their own managers. Partners are empowered people, and thus associates begin to
feel empowered and take their responsibilities more seriously and enthusiastically.”

—Michael Bergdahl

Profit Sharing for All '

The concept of profit sharing was actually quite novel when Sam Walton
started doing it in 1970. In later years, however, Mr. Walton would identify this
practice as being the single best thing the company had ever done.

Initially, Sam Walton thought he would provide profit sharing opportunities to
his managers only. His wife Helen managed to convince him it would be better to
offer profit sharing to all employees, even part-time employees. She suggested this
would encourage everyone to think and act like an integral part of the business
rather than being mere employees. Sam Walton saw the wisdom in this idea and
started placing a set percentage of Wal-Mart’s profits into a pool that was then
disbursed to all company employees.

Profit sharing also requires that employees become educated about the
company’s business. This is highly beneficial because it helps employees understand
what they can do better at work in order to enhance profitability. As employees gain
a better understanding of the overall operation of the company, this increases both
their job security and their loyalty because they feel personally empowered. This is a
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genuine win-win situation for a company to be in.

Under the Wal-Mart profit sharing plan, the company contributes about 6
percent of each employee’s wages into a personal profit-sharing plan account. When
the employee leaves the company, he or she is entitled to take whatever is in their
account either in Wal-Mart stock or in cash. In addition, employees can also earn an
incentive or bonus as an additional percentage of their wage based on performance.
Employees may also receive a holiday bonus which is based on their length of
service with the company.

Reasons for Implementing Profit Sharing

* There was no downside—if the company’s goals are not met, profit sharing
payment are not made. “

» Employees learned to think like entrepreneurs—employees suddenly became
quite entrepreneurial in their outlook when they received their first profit-sharing
statement. It made people more willing to do what was required for the company to
succeed.

* It created a cheerful work environment—everyone who worked for Wal-Mart
felt like they were in a true business partnership rather than merely following orders.
This created a happier workplace, which in turn meant that customers were
interacting with people who loved what they were doing.

-« It encouraged employees to show concern for each other’s performance—
profit sharing makes everyone take responsibility seriously. If the people in one
department feel that what’s happening in another department is putting their bonus at
risk, they aren’t shy about expressing their concerns. This creates a workforce that is
highly motivated and educated.

« It promoted open sharing of information—in order to make profit sharing
work, information needs to be shared and updated regularly. The existence of profit
sharing enhances corporate communications and keeps everyone motivated to
perform well.

“If you will take care of your people, it is your people who will take care of
your customers and the business will take care of itself.”

—Sam Walton

To Become a Savvy Entrepreneur

* Generous sharing of profits—if you have employees, set up a formal profit
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sharing program which will be highly motivating.

* Generous sharing of information—always remember that information is
power. If you want your employees to make intelligent decisions, you have to share
everything you know with them.

» Generous sharing of power—make it viable and profitable for people to stay
with you and develop their own ideas rather than going elsewhere. Set up structures
that entrepreneurial employees can use to bring their best ideas to fruition. Treat
employees like highly valued partners to keep good people. ]

Rule #3 Motivate Yourself and Others to Achieve Your Dreams

Main Idea

Make the people who work for you feel great. Help them do things they didn’t
dream they were capable of achieving. Provide them with opportunities to do
impressive things and stand back while they go to work. Believe in people and let
them realize their true potential.

Supporting Ideas

“By believing in the abilities of people more than they believe in themselves,
challenging them with big-time opportunities, and stepping back and giving them
the final choice to succeed or fail, Sam Walton triggered a primal desire that was
already deeply embedded in the minds of his people to compete and thrive! It’s the
self-fulfilling belief before you start that often determines your likelihood of success
or failure.”

—Michael Bergdahl

The Importance of the Human Touch ‘

Sam Walton had the ability to bring the human touch into his business dealings.
He genuinely got to know and respect the people who worked for him. They, in turn,
thrived because they felt like they were being led by someone who cared about their
needs. Sam Walton backed up that feeling of confidence by pushing authority to
make decisions as far down the organization as possible. Employees were
encouraged to make “on-the-spot” decisions when dealing with customers that the
senior managers were obligated to honor. Sam Walton also worked hard to hire the
best people he could find, provide them with the best training available and in other
practical ways make Wal-Mart a great environment where people felt motivated to



6 B e i1 378 i oo T S 81 0 B

excel. Mr. Walton was an astute student of human behavior, and when combined °
with ﬂis down-to-earth nature and healthy dollops of common sense, he really
understood how to motivate people to do their very best work.

How to Motivate Employees

» He always treated employees well—the same way he’d like to be treated if
the roles were reversed.

* Sam Walton had employees wear name badges—so everyone could be
acknowledged by name. He even wore a name badge himself that simply said
“Sam.”

* He gave employees the chance to prove themselves—Mr. Walton had
extremely high expectations and then stood back and let people show they could rise
to the challenge and find innovative ways to deliver the required results.

* Sam Walton always led from the front—he had an infectious level of
personal motivation derived from the fact that he spent almost every walk hour
thinking about how.to make Wal-Mart better. He also had a tremendous work ethic.
When Mr. Walton told everyone to work hard, it was authentic.

“Keep away from -people who try to belittle your ambitions. Small people
always do that, but the really great ones make you feel that you, too, can become
great.”

; —Mark Twain

To Become a Savvy Entrepreneur

* Smile often—so you create an atmosphere of approachability, openness and
trust. If you can learn to smile more often, people will feel more comfortable around
you. ,
 Improve your listening skills—listen completely to what others are saying
rather than thinking about what you want to say next. Get others talking about their
interests and concerns.

* Learn people’s names—and use them. By referring to people by name, you
show you care about them as an individual. Using a person’s name personalizes the
conversation and motivates.

* Look people in the eye when talking with them—show them they’re
important and have your undivided attention.

* Build your human relations skills.
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Rule #4 Communicate with People All the Time and Show Them You Care

Main Idea

Share as much information with your employees as possible. Help them
thoroughly understand how the business works. The more everyone knows, the more
they can become involved in moving the business forward. Aflalyze and discuss the
information about your business openly and candidly.

Supporting Ideas

“For Wal-Mart, having information is the difference between having the ability
to adapt quickly to changes in the market and utter chaos. Without a steady stream of
good information the company would be paralyzed and implode under its own
weight. As the largest company in the world with a new store opening every day of
the year somewhere in the world, Wal-Mart’s leaders are saddled with a huge
communication challenge. Company leaders attack this challenge via a variety of
methods, including live satellite broadcasts, Wal-Mart TV and radio, a company
newsletter called Wal-Mart World, the Company website, e-mail, company training
programs, an open door policy, employee opinion surveys, an associate handbook,
and daily ‘stand-up’ communication meetings in every Wal-Mart store.”

—DMichael Bergdahl

Thinking Small to Avoid Becoming a White Elephant

Mr. Walton used technology intelligently to provide every employee with
detailed information about the business. He always believed the advantages of
telling everyone everything there was to know that outweighed the potential risks
that this information would find its way to competitors.

One particular approach to this communication challenge is the Wal-Mart
concept of “thinking small.” Store managers are encouraged and empowered to do
whatever is required to make their own store successful and profitable. If a store
comes up with a great new idea, that idea is then scaled up and applied elsewhere.
By thinking small, Wal-Mart can avoid the big organization binders.

Effective Communication Methods _

* Weekly management team meetings—every Saturday morning at 7 AM,
Wal-Mart’s management team gather at headquarters to discuss what has been
learned that week and what needs to change. New directives are sent to each store
that same day.
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* Weekly conference calls for store managers—store managers participate in a A
telephone conference call with their district managers every Saturday morning
" where they hear the latest company news.

* Daily stand-up meetings—in each Wal-Mart store, a stand-up all-hands
meeting is held each morning. This meeting is short and focused on passing on new
information. It’s held with everyone standing up so it doesn’t drag on too long.

* Staff communication by network—Wal-Mart has an intranet website that
everyone can access at any time.

* Weekly store visits by executives—Wal-Mart’s executives get out to stores to
see what’s happening every week.

“You can’t ‘merchandise the world’ by sitting at your desk. The folks on the
front line—the ones who actually talk to customers—are the only ones who really
know what’s going on. You’d better find out what they know.”

Sam Walton

To Become a Savvy Entrepreneur

* Set up regular meetings—where you can pass on up-to-date information to
those who work for you.

* Use the latest developments in communication technology—to enhance the
flow of information throughout your organization.

* Tell employees all there is to know about your business so they have enough
information—to contribute worthwhile ideas.

* Think local—but keep an eye out for what works elsewhere as well and use
those ideas to best effect.

Rule #5 Appreciate and Recognize People for Both Their Effort and Their
Results

Main Idea

Showcase the people in your organization who come up with great new ideas or
who simply do the right things consistently. Recognition will not only make those
people feel good, but it will also signal that your organization values new ideas
highly. Show and express appreciation for genuine efforts and results.

Supporting Ideas

“Sam Walton believed in accentuating the positive behaviors of associates
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publicly and eliminating their negative behaviors in one-on-one discussions behind
closed doors. He expected managers to wander around looking for noteworthy
accomplishments to highlight in their daily meetings held with associates. So many
organizations are good at catching people doing things wrong. Sam Walton believed
in catching people doing things right! By identifying the associates who were
demonstrating the correct behaviors and showcasing those accomplishments for all
to see, he believed in creating local heroes in the stores, distribution centers, and
fleet.”

—Michael Bergdahl

Fairness Breeds True Concern

Sam Walton was very good at motivating people. Part of this success was an
extension of his upbeat can-do personality, but he also had the knack of intuitively
understanding that people crave recognition and a sense of accomplishment. Mr.
Walton went out of his way to ensure that ordinary people doing their jobs well were
recognized for their efforts.

Mr. Walton also treated everyone equally. Executives don’t have any perks
other employees can’t access themselves. The Wal-Mart headquarters don’t have an
executive dining room or even private bathrooms. As far as Sam Walton is
concerned, every employee is just as important to the success of the company and
deserves to be treated equally. What is fair for one was fair for all, and he didn’t
believe you could say one thing and then turn around and do something entirely
different. Wal-Mart executives fly coach class and are expected to stay two to a
room in budget hotels when they travel, just like everybody else.

Management Isn’t about Finding Fault

Wal-Mart also excels at providing performance feedback to its employees.
Excellent performers receive encouragement to keep doing what they’re doing right,
but equally, nonperformers also receive feedback on where they are falling short and
what needs to be done to remedy the situation. Supervisors aren’t hesitant to address
performance issues openly and candidly. This is great because it creates a workplace
where people know what they’re doing right and wrong.

More than anything else, however, Sam Walton’s overriding preference was to
catch employees doing things right. He loved to accentuate positive behavior openly

and effusively. He was an achievement finder and recognizer rather than a fault
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finder. He spent the majority of his time praising the work of the top performers

within the organization. This is a much more positive way to do business that also

aligned perfectly with his personal beliefs and preferences.

“Treat people the way you would want to be treated. You should set high

expectations in everything that you do. It’s your people who make the difference.”
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