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Why Todd Feels Valued

Career paths

High investment

Schedules i Pay & benefits
In people
Average hourly pay
$26
$17
Safety & security
2025

Costco Retail Lean

Summit
SOURCE: Costco’s pay in 2022 from Costco’s annual shareholder meeting presentation Jan 2023, Retail average pay is from BLS, Occupational Employment and Wages, May 2022



Why Todd Feels Valued

Focus &
Simplify

Productive & _
Operate Standardize

with slack motivating work & empower

Cross-train
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Outcomes Costco Achieves

Employees

Employee turnover

Costco

Retall

2025
®® Lean
SOURCE: Employee turnover data from the Economist, February 15™, 2020, Why Costco is so loved, Sum mit



Outcomes Costco achieves

Employees +«——

I've never seen a business that delights the
customer and doesn't succeed

- Warren Buffett

SOURCE: Stock price: Bloomberg
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Customers «—— Investors

35

20-Year Stock Performance

30
—— Costco

25

—— S&P Retail Select
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Not Just Costco ‘f%ﬁ?ﬂmit

Employees +«—— Customers +«—— Investors
Lower employee Higher customer Higher productivity
turnover satisfaction & sales

QT QuikTrip’ 5



ar Quiklripp Compared to other c-stores

Employees +«—— Customers +«—— Investors
Employee turnover Mystery shopper Sales/hr: $142 vs $95 (TQ)
94% vs 76% Sales/ft2: 15.4 vs $13.8 (TQ)

Fulltime: 20% vs 109%
Parttime: 64% vs 125%
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Employees +«——

~49% turnover

Customers «——

Market share from 13% in
2009 to 27.6% in 2023

Investors

Comparison to Carrefour
Inv. turnover: 20 vs 8.1
Sales/ft2: 908 vs 564
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How do they do i1t?
Four key choices

Focus &
Simplify

Productive &
Operate ) )
with slack motivating work

Cross-train

Standardize
& empower

Good Jobs

STRATEGY
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How do they do it?
Connected system

Focus & ENABLE EACH OTHER

Simplify / \

Productive & .
Operate Standardize

with slack motivating work & empower

High investment
In people

Cross-train

2025
Lean
Summit

he Good Jobs Strategy



Isn’t this just common sense?

Employees +«—— Customers +«—— Investors

/ T~

Productive & High investment
motivating work In people
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Requires a different mental model
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Leaders’ mental model:
Employees drive customer value

Employees +«—— Customers +«—— Investors

High investment Invest what it takes to attract and
In people retain the right people
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Time and time again, | am asked why no one successfully replicated Trader h
Joe’s. The answer is that no one has been willing to pay the wages and benefits,
and thereby attract—and keep—the quality of people who work at Trader Joe’s...
- Joe Coulombe, founder of Trader Joe’s y
. . h
Paying people more than they expect has been one of QuikTrip’s secrets to
success, even though it's never been a secret at all...| was (and am still) . .,
shocked that our competitors never copied it. QI' QUlanp
- Chester Cadieux, cofounder of QuikTrip y
\

Paying employees well isn’t altruism. It’s good business... That's a fool's errand to
think that you can hire somebody for $10/hour and that they are going to stay with
you for any length of time.

- Jim Sinegal, cofounder of Costco




Common mental model:
. abor Is a cost

Low people investment

>
Assumptions

\] High turnover,

Low sales & understaffing

« Market pay is the right pay Cofite IS Vicious cycle
e Lean & mean is efficient

<

Poor operational
execution
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Low people investment prevents
productive & motivating work

_— T~

Low investment Unproductive &
in people demotivating
work
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“We feel stuck in the vicious
cycle. Can you help us?”

Summit



GOOD
JOBS

INSTITUTE

Our mission is to help
companies thrive by
creating good jobs
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We’'ve learned that system change is possible

Samrs
GINU B®

Woe's Oniginal

BAR B QUE

2025
*3 Lean
Summit



Sam’s Club in 2017

Employees +«—— Customers +«—— Investors

60% turnover Low/negative SSSG Low productivity

$2,160/employee
Low NPS Closed 10% of clubs

Unfilled positions
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Outcomes driven by a connected system

Low pay: $13/hr/\High complexity
®

Low investment § Unproductive &

Unstable schedules @ . demOtlvatl ng Low empowerment
In people
work
o
Low internal Little cross-training
promotion rate Understaffing
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Biggest changes

Eliminate overnight shift
Change deliveries

SKU reduction
Fewer price changes
Workload smoothing

Productive &
motivating work

Cross-train

Automation
Waste elimination

2025
Lean
Summit



Biggest changes

$5-7 / hr
Destination roles

High investment

Block Schedules ® _
In people

2025
Lean
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Results (2019-2021) S I

Employees +«—— Customers +«—— Investors

25% reduction for hourly, 29% 7% increase in NPS

16% increase in productivity
for managers

Time to fill open position 25% higher sales w/out
dropped 74% opening new stores

\
Nineteen years ago, | got the opportunity to become the chief merchant at Sam’s. And | can confirm

there hasn’t been a time [since] when Sam’s has had this much momentum.
-Doug McMillon, CEO of Walmart (Aug 2021)

J




Turned the vicious cycle Iinto a
virtuous one

High people investment

>

Higher sales & Virtuous Cycle \] Low turnover
profits '\

<

$16 min wage in 2024 vs $11 in 2018 SO CREELIREL
Guaranteed tenure-based raises
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Key lessons we’ve learned about system change

1- It requires conviction, courage, & seeing
connectedness
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Pushback

“Don’t do it, last time we raised
pay it didn’t reduce turnover”

Y “It's not in the budget” ]
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No way to prove, with numbers, that higher pay
alone—without the other parts of the system—

would pay off
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John’s Q: Can we be a great company if
we don’t raise pay?

Employees +«—— Customers +«—— Investors

Can’t improve customer value without a motivated, experienced team

Productive & High investment
motivating work in people

2025
Lean
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Key lessons we’ve learned about system change

1- It requires conviction, courage, & seeing
connectedness

2- Upstream functions need to be involved in the
change process



Whose decisions had the biggest impact

on work?

-

~

[ Product design ]

[ Marketing ]

[ Technology ]

[ Operations ]

[ Logistics ]

\_

Y

Eliminate overnight shift
Change deliveries

SKU reduction

Fewer price changes
Workload smoothing

Productive &
motivating work

Cross-train

Automation
Waste elimination

*¥
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Operational excellence isn’t just

about the shop floor

Summit



Thank you!
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