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Exhibit 6
An Tndustry Comparative Analysis, 2001
(Dollar amounts in millions, except per share data)

Wal-Mart Sears Kmart Target Kohl's
Sales $217,799  $41078  $ 36151 $39,888 7,489
Net income S 6671 $ 735 $ (2418 $ 1368 $ 196
Sales/sq. ft $ 455§ 319§ () 0§ 247 $ 262
Profit margin 31% 178% §  NIA 34% 6.6%
9% sales change 14.0% 99% (0.1)% 8.0% 220%

Number of stores:
‘Wal-Mart United States
Discount stores—1,647
SAM’S Clubs—500
Supercenters—1,066
Neighborhood Markets—31
Wal-Mart International
Discount stores—648
SAM’S Clubs—64.
Supercenters—455
Neighborhood Markets—3
Sears, Roebuck and Company (all divisions)
Sears Merchandise Group
Full-line department stores—867
Hardware Stores—248
Sears dealer stores—793
‘Home supply stores—13
NTB National Tire & Battery stores—223
Outlet stores—35
Kmart Corporation
Kmart discount stores—2,114
Kmart Supercenters—105
‘Target Corporation
053

Marshall Field’s department stores—64
Kohl's Corporation
Kohl's department stores—382

Source: Corporate annual reports

In rural communities Wal-Mart success often came at the expense of established local
merchants and units of regional discount store chains. Hardware stores, family department
stores, building supply outlets, and stores featuring fabrics, sporting goods, and shoes were
among the first to either close or relocate elsewhere. Regional discount retailers in the Sunbelt
states,like Roses, Howard's, T.G.& Y., and Duckwall-ALCO, which had once enjoyed solid sales
and earnings, were forced to reposition themselves by renovating stores, opening bigger and
more modern units, and re-merchandising. In many cases, stores like Coast-to-Coast and Ben
Eranklin closed upon 2 Wal-Mart announcement that it was planning to build in a specific
community. “Just the word that Wal-Mart was coming made some stores close up,” indicated
one local newspaper editor. Ames Department Stores, Inc., which sought bankruptcy protec-
tion in 2001, announced in the summer of 2002 that it would close all 237 of its stores and lig-
uidate inventory.
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Exhibit 7
Competitive Sales and Store Comparison, 1990-2001 (Dollar amounts in thousands)
Kmart Wal-Mart

Fiscal Net Net
Year! Sales Income? Stores?® Sales Income  Stores*
2000 $3615,000  ($2,418000) 2,114 $217,799.000  $,6671,000 4414
2000 37,028,000 (244,000) 2,105 191329000 6295000 4189
1999 35,925,000 403000 271 165013000 537,000 3,996
1998 33,674,000 518000 2,161 137634000 4430000 3,999
1997 32,183,000 249,000 2,136 117,958,000 3526000 3,406
1996 31,437,000 @20000) 2261 104,859,000 3,056,000 3,054
1995 31,713,000 (521,000) 2,161 93,627,000 2740000 2943
1994 34,025,000 296000 2481 82494000 2,681,000 2684
1993 34,156,000 (974000) 2,486 67344000 ' 2333,000 2,00
1992 37,724,000 941,000 2435 55484000 1995000 2136
1991 34,580,000 859,000 2,391 43,886,900 1608000 1,928
1990 32,070,000 756,000 2350 32,601,594 1291000 1,721

Note

1. Fiscal yearis Bebruary through January.
2 Net income from discontinucd operations.

3 Number of general merchandise stores (excludes
4 Total Wel- Mart Stores.

Super Center).

Source: Corporate annua reports

’Enmestic Corporate Strategies

‘The corporate and marketing strategies that emerged at Wal-Mart were based upon @ set of
two main goals that had guided the firm through its growth years. In the first goal the cus-
tomer was featured: “customers would be provided what they want, when they want it, all at
a value” In the second objective team spirit was emphasized: “treating cach other as we
would hope to be treated, acknowledging our total dependency on our Associate-partners fo
sustain our success” The approach included aggressive plans for new store openings; expan-
sion to additional states; upgrading, relacation, refurbishing, and remodeling of existing,
stores; and opening of new distribution centers. For Wal-Mart management, the 1990s were
considered an era in which the firm grew to become 2 truly nationwide retailer that oper-
ated in all 50 states. At the beginning of 2000, Wal-Mart management predicted that over
the next five years, 60%-70% of sales and earnings growth would come from domestic mar-
kets with Wal-Mart stores and Supercenters and another 10%-15% from Sam’s Club and
MeLane. The remaining 20% of the growth would come from planned growth in interna-
tional markets. As David Glass once noted, “We'll be fine as long as we never lose our
responsiveness to the customer.”

During the 1980s, Wal-Mart developed a number of new retail formats. The first SAM'S
Club opened in Oklahoma City, Oklahoma, in 1983. The wholesale club was an idea which
had been developed by other firms earlier, but that found its greatest success and growth in
acceptability at Wal- Mart, Sam’s Clubs featured a vast array of product categories with limited
selection of brand and model; cash-and-carry business with limited hours; large (100,000
square-foot), bare-bones facilities; rock-bottom wholesale prices; and minimal promotion.
The limited membership plan permitted wholesale members who bought membership and
others who usually paid a percentage above the ticket price of the merchandise. A revision in
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merchandising strategy resulted in fewer items in the inventory mix, with mare emphasis on
Tower prices. A later acquisition of 100 PACE warchouse clubs, which were converted into
Sam’s Clubs, increased that division's units by more than one-third. At the beginning of 2002,
there were 500 San’s Clubs in operation in the United States and 64 in other countries. A new
Sam’s Club format was introduced with the opening of a 154,000-square-foot store in 2001 in
East Plano, Texas. The store featured an expanded product line with emphasis on fresh food,
an open layout, a café, and an Internet kiosk where customers were invited to shop at the
www.sams.com Web site. A new Sam's Club slogan, “It’s a Big Deall” referred to the size of the
facility and the features of the prototype store.

‘Wal-Mart Supercenters were large combination stores. They were first opened in 1988 as
Hypermarket*USA, a 222,000-square-foot superstore that combined a full general merchan-
dise discount store with 2 large full-line grocery supermarket, a food court of restaurants, and
other service businesses, such as banks or videotape rental stores. A scaled-down version of
Hypermarket* USA was called Wal-Mart Supercenter, and was similar in merchandise offer-
ings, but with about 180,000 to 200,000 square feet of space. The company proceeded slowly
with these plans and later suspended its plans for building any more hypermarkets in favor of
the Supercenter concept. At the beginning of 2002, Wal-Mart operated 1,066 Supercenters.

Wal-Mart also tested a new concept called the Neighborhood Market in a number of loca-
tions in Arkansas. Identified by the company as “small-marts,” these green-and-white stores
were stocked with fresh fruits and vegetables, a drive-up pharmacy, a 24-hour photo shop, and
a selection of classic Wal-Mart hard goods. Management elected to move slowly on this con-
cept, planning to open no more than 10 a year. The goal was to ring the Supersiores with these
smaller stores (o attract customers who were in hurry and wanted only a few items. At the end
of 2001, the firm operated 31 Neighborhood Markets.

‘The McLane Company, Inc., a provider of retail and grocery distribution services for
retail stores, was acquired by Wal-Mart in 1991, It was not considered a major segment of the
total Wal-Mart operation.

Several programs were launched in Wal-Mart stores to highlight popular social causes.
The “Buy American” program was a Wal-Mart retail program initiated in 1985. The theme was
“Bring It Home to the USA,” and its purpose was to communicate Wal-Mart's support for
American manufacturing. In the program, the firm directed substantial influence to encour-
age manufacturers to produce goods in the United States rather than import them from other
countries. Vendors were attracted into the program by encouraging manufacturers to initiate
the process by contacting the company directly with proposals to sell goods that were made in
the United States. Buyers also targeted specific import items in their assortments on a state-
by-state basis to encourage domestic manufacturing. According to Haim Dabah, president of
Gitano Group, Inc., a maker of fashion discount clothing that imported 959% of its clothing
and now makes about 20% of its products in the United States: “Wal-Mart let it be known
loud and clear that if you're going to grow with them, you sure better have some products
made in the US.A” Ferris Fashion, Inc. (flannel shirts), Roadmaster Corporation (exercise
bicycles), Flanders Industries, Inc. (lawn chairs), and Magic Chef (microwave ovens) were
examples of vendors that chose to participate in the program.

From the Wal-Mart standpoint, the “Buy American” program centered around value—
producing and selling quality merchandise at a competitive price. The promation included
television advertisements featuring factory workers, a soaring American eagle, and the slogan
“We buy American whenever we can, 50 you can too.” Prominent in-store signage and store
circulars were also included. One store poster read: “Success Stories—These items, formerly
imported, are now being purchased by Wal-Mart in the US.A”

‘Wal-Mart was one of the first retailers to embrace the concept of “green” marketing. The
program offered shoppers the option of purchasing products that are better for the environ:
ment i three respects: manufacturing, use, and disposal. It was introduced through full-page
advertisements in the Wall Street Journal and USA Today. In-store signage identified those
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products that were environmentally safe. As Wal-Mart executives saw it, “customers are con-
cerned about the quality of land, air, and water, and would like the opportunity to do some-
thing positive.” To initiate the program, 7,000 vendors were notified that Wal-Mart had a cor-
porate concern for the environment and asked for their support in a variety of ways. Wal-Mart
television advertising showed children on swings, fields of grain blowing in the wind, and
10ses. Green and white store signs, printed on recycled paper, marked products or packaging
that had been developed or redesigned to be more environmentally sound.

The Wal-Mart private brand program began with the “OI' Roy” brand, the private-label
dog food named for Sam Walton's favorite hunting companion. Introduced to Wal-Mart
stores in 1982 as a low-price alterative to national brands, OI’ Roy became the biggest seller of
all dog-food brands in the United States. “We are a (national) brand-oriented company first
noted Bob Connolly, Executive Vice President of merchandising of Wal-Mart. “But we also use
private label to fill value or pricing voids that, for whatever reason, the brands left behind.”
Wal-Mart's private-label program included thousands of products that had brand names,
such as Sam's Choice, Great Value, Equate, and Spring Valley.

With almost $40 billion in “soft good” sales in 2001, Wal-Mart was the largest clothing
seller in the world. Although most of the sales of ts clothing business were in basics such as
socks, underwear, t-shirts, and blue jeans, the firm developed a 100-member development
team to begin to focus its clothing lines on fashion and style in allsizes. Claire Watts was hired
from Limited, Inc., to become the first Director of Product Development. The company also
‘made a significant investment in technology so that all the factors of the development process,
from design to production, were coordinated online among Wal-Mart, its suppliers, and facto-
ries. Rather than wait for suppliers to bring products to Wal-Mart, merchandise teams traveled
to Europe four times a year to visit trendy boutiques and fashion shows and bring back racks
of clothes to be evaluated at corporate headquarters on the basis of quality, fashion, and style.
In 2002, Wal-Mart introduced a contemporary brand nationwide called George. George, a
stylish line of clothing for women and men, had been sold exclusively for 10 years in England’s
ASDA supermarkets, which Wal-Mart acquired in 1999,

In 2000, according to DSR Marketing Systems, Wal-Mart became the largest retailer of
groceries in the United States, surpassing traditional grocery retailers such as Cincinnati,
Ohio-based Kroger, Boise, Idaho-based Albertsons, and Pleasanton, California-based
Safeway. Wal-Mart's 2001 discount store grocery sales, which included candy, paper towels,
dog food, and tobacco, were estimated at §30.6 billion and amounted to 229 of overall store
sales. Food sales, in 2001, at Sam's Club were $8.8 billion or 30% of sales.

‘Wal-Mart had become the channel commander in the distribution of many brand name
items. As the nation's largest retailer and in many geographic areas the dominant distributor,
it exerted considerable influence in negotiation for the best price, delivery terms, promotion
allowances, and continuity of supply. Many of these benefits could be passed on to consumers
in the form of quality name brand items available at lower-than-competitive prices. As a mat-
ter of corporate policy, management often insisted on doing business only with producers’ fop.
sales executives rather than going through a manufacturer's representative. Wal-Mart had
been accused of threatening to buy from other producers if firms refused to sell directly to it
In the ensuing power struggle, Wal-Mart executives refused to talk about the controversial
policy or admit that it existed. As a representative of an industry association representing a
group of sales agencies representatives suggested, “In the Southwest, Wal-Marts the only show
in town.” An industry analyst added, “They're extremely aggressive. Their approach has always
been to give the customer the benefit of a corporate saving. That builds up customer loyalty
and market share”

Another key factor in the mix was an inventory control system that was recognized as the
most sophisticated in retailing. A high-speed computer system linked virtually all the stores to
headquarters and the company’s distribution centers. It lectronically logged cvery item sold
at the checkout counter, automatically kept the warehouses informed of merchandise to be
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ordered, and directed the flow of goods to the stores and even to the proper shelves. Most
importantly for management, it helped detect sales trends quickly and sped up market reac-
tion time substantially. According to Bob Connolly, Executive Vice President of Mer-
chandising, “Wal-Mart has used the data gathered by technology to make more inventory
available in the key items that customers want most, while reducing inventories overall.”

At the beginning of 2000, Wal-Mart set up a separate company for its Web site, with plans
10 go public. Wal-Mart.com, Inc., based in Palo Alto, California, was jointly owned by Wal-
Mart and Accel Partners, a Silicon Valley venture-capital firm. The site included a wide range
of products and services that ranged from shampoo to clothing to lawn mowers, s well s air-
line, hotel, and rental car bookings. After launching and then closing a SAM’S Club Web site,
‘Wel-Mart reopened the site in mid-June 2000, with an emphasis on upscale items such as jew-
elry, housewares, and electronics and full product lines for small business owners
SamsClub.com was operated by Wal-Mart from the company’s Bentonville, Arkansas, head-
quarters.

| International Corporate Strategies

In 1994, Wal-Mart entered the Canadian market with the acquisition of 122 Woolco discount
stores from Woolworth Corporation. When acquired, the Woolco stores were losing millions
of dollars annually, but operations became profitable within three years. At the end of 2001,
the company had 196 Wal-Mart discount stores in Canada. The company’s operations in
Canada were considered as a model for Wal-Mart’s expansion into other international mar-
kets. With 35% of the Canadian discount and department store market, Wal-Mart was the
largest retailer in that country,

‘With a tender offer for shares and mergers of joint ventures in Mexico, the company in
1997 acquired a controlling interest in Cifra, Mexico's largest retailer. Cifra, later identified as
Wal-Mart de Mexico, operated stores with a variety of concepts in every region of Mexico,
ranging from the nation’s largest chain of sit-down restaurants to a softline department store.
Retail analysts noted that the initial venture involved many costly mistakes. Time after time it
sold the wrong products, including tennis balls that wouldn't bounce in high-altitude Mexico
City. Large parking lots at some stores made access difficult as many people arrived by bus. In
2002, Wal-Mart operated 443 discount stores, 62 Supercenters, and 46 Sam’s Clubs in
Mexico. The Cifra outlets in Mexico included 106 Bodegas, 51 Suburbias, 44 Superamas, and
242 VIPS stores.

When Wal-Mart entered Argentina in 1995, it also initially faced challenges adapting ts
U.S.-based retail mix and store layouts to the local culture. Although globalization and US.
cultural influences had swept through the country in the carly 1990s, the Argentine market did
not accept US. cuts of meat, bright-colored cosmetics, and jewelry that gave prominent place-
ment to emeralds, sapphires, and diamonds, even though most Argentine women preferred
wearing gold and silver. The first stores even had hardware departments full of tools wired for
110-volt electric power; the standard throughout Argentina was 220. Compounding the chal-
lenges was store layout that featured narrow aisles; stores appeared crowded and dirty. In 2002,
‘Wal-Mart operated 11 Supercenters in Argentina.

‘Wal-Mart management concluded that Brazil offered great opportunities for Wal-Mart
because it had the fifth largest population in the world and a population that had a tendency
0 follow US. cultural cues. Although financial data were not broken out on South American
operations, retail analysts cited the accounts of Wal-Mart's Brazilian partner, Lojas
Americanas SA, to suggest that Wal-Mart lost $100 million in start-up costs for the initial 16
stores. Customer acceptance of Wal-Mart stores was mixed. In Canada and Mexico, many cus-
tomers were familiar with the company from cross-border shopping trips. Many Brazilian





[image: image6.png]CASE TWENTY-ONE  WAL-MART STORES, INC.: ON BECOMING THE WORLD'S LARGEST COMPANY (2002) 21-17

customers were not familiar with the Wal-Mart name. In addition, local Brazilian markets
were already dominated by savvy local and foreign competitors, such as Grupo Pao de Acucar
$A of Brazil and Carrefour SA of France. Wal-Mart’s insistence on doing things “the Wal-Mart
way” initially alienated many local suppliers and employees. The country’s continuing eco-
nomic problems also presented a challenge. In 2002, Wal-Mart operated 12 Supercenters and
8 Sam’s Clubs in Brazil and planned to expand its presence in that country.

Wal-Mart entered the European market by acquiring three retail chains. Because of stub-
born local regulations, management fel it would be easier for Wal-Mart to buy existing stores
in Europe than to build new ones. Wal-Mart moved into Germany at the end of 1997 by
acquiring 21 stores from hypermarket operator Wertkauf. Also as part of its expansion efforts
in Germany, Wal-Mart acquired 74 stores that were a part of the Interspar chain. Soon after
the takeover, Wal-Mart quickly filled the top management positions with U.S. expatriates.
Within weeks of the purchase, most of the top German managers left the company.
Management also discovered that these stores were either cramped, unattractive, o poorly
located and needed to be entirely renovated.

Al of these German stores were identified with the Wal-Mart name and restocked with a
new and revamped selection of merchandise. In response to local laws that forced early store
closings and forbid Sunday sales, the company simply opened stores earlier, to allow shopping
10 begin at 7 a.m. In January 2000, the company launched its first big “rollback” by cutting
prices on several hundred items by up to 23%. Germany was well populated with discounters
such as Aldi and Lid], which ran no-frills, cheap supermarkets. These discounters responded
fiercely to price challenge by cutting their prices by up to 25%. As a result, price cuts did not
have a dramatic impact on sales. A decrease in the International segment’s operating income
as a percentage of sales in 2001 resulted primarily from the continued negative impact of store
remodeling cost, costs related to the start-up of a new distribution system to serve the stores,
excess inventory, and related. expenses in the company’s German units. Despite Wal-Mart's
lackluster performance in Germany, management remained positive and committed to serv-
ing this market.

‘Wal-Mart acquired ASDA, Britain's third largest supermarket group, for $10.8 billion in
July 1999. With its own price rollbacks, people greeter, “permanently low prices,” and even
“smiley” faces, ASDA had emulated Wal-Marts store culture for many years. Based in Leeds,
England, the firm had 232 stores in England, Scotland, and Wales. While the culture and pric-
ing strategies of the two companies were nearly identical, there were differences, primarily the
size and product mix of the stores. The average Wal-Mart Supercenter was 180,000 square feet
in size and had about 30% of its sales in groceries. In contrast, the average ASDA store had
only 65,000 square feet and did 60% of sales in grocery items.

The response in Europe to Wal-Mart was immediate and dramatic. Competitors scram-
bled to match Wal-Mart’s low prices, long hours, and friendly service. Some firms combined
t0 strengthen their operations. For example, France’s Carrefour SA chain of hypermarkets
combined forces with competitor Promodes in a $16.5 billion deal. In 2002, Carrefour domi-
nated the Buropean market with three leading formats: hypermarket, supermarket, and hard
discount (small food stores with low prices). It was also one of the world’s largest retailers,
with more than 9,200 stores not only in Europe, but in Latin America and Asia as well. It was
widely speculated that Wal-Mart might eventually target other European retailers, such as
Metro of Germany, Jernimo Martins of Portugal, Casino or Auchan of France, and Safeway of
the United Kingdom for acquisition. Wal-Mart's decision to expand to Europe had been
widely considered to be a catalyst for the defensive merger between Carrefour and Promodes.

‘Wal-MarCs initial effort to enter China fell apart in 1996, when Wal-Mart and Thailand’s
Charoen Pokphand Group terminated an 18-month old joint venture because of management
differences. Wal-Mart decided to consolidate its operations with five stores in the Hong Kong
border city of Shenzhen, one in Dalian, and another in Kumming, Analysts concluded that the
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Exhibit 8

Wal-Mart International Division, 2002
Country Stores
Mexico 551
United Kingdom 250
Canada 19
Germany 9
Brazil 2
Puerto Rico 17
Argentina n
China 19
South Korea 9

Source: Wal-Mart 2002 Annual Report.

company was taking a low-profile approach because of possible competitive response and
government restrictions. Beijing restricted the operations of foreign retailers in China, requir-
ing them, for instance, to have government-backed partners. In Shenzhen, it limited the num-
ber of stores Wal-Mart could open. Planned expansion in the China market came as China
prepared to enter the World Trade Organization and its economy showed signs of accelerating.
At the beginning of 2002, the company operated 15 Supercenters, three Sam's Clubs, and one
Neighborhood Market in China. It also operated nine Supercenters in South Korea.

The international expansion accelerated managements plans for the development of
‘Wal-Mart as a global brand along the lines of Coca-Cola, Disney, and McDonald’s. “We are a
global brand name;” said Bobby Martin, an early President of the International Division of
Wal-Mart, “To customers everywhere it means low cost, best value, greatest selection of qual-
ity merchandise and highest standards of customer service;” he noted. Some changes were
‘mandated in Wal-Marts international operations to meet local tastes and intense competitive
conditions. “We're building companies out there,” said Martin. “Thats like starting Wal-Mart
all over again in South America or Indonesia or China.” Although stores in different interna-
tional markets would coordinate purchasing to gain leverage with suppliers, developing new
technology and planning overall strategy would be done from Wal-Mart headquarters in
Bentonville, Arkansas. At the beginning of 2002, the International Division of Wal-Mart oper-
ated 648 discount stores, 455 Supercenters, 64 Sam’s Clubs, and three Neighborhood Markets.

Wal-Mart’s international unit accounted for $35.5 billion in sales in 2001. Exhibit 8
shows the countries in which stores were operated and the number of units in cach country at
the beginning of 2002.

Decision Making in a Market-Orientated Firm

L=

One principle that distinguished Wal-Mart was the unusual depth of employee involvement in
company affairs. Corporate strategies put emphasis on human resource management.
Employees of Wal-Mart became “associates,” a name borrowed from Sam Walton's early asso-
ciation with the ].C. Penney Co.

Input was encouraged at meetings at the store and corporate levels. The firm hired
employees locally, provided training programs, and through a “Letter to the President” pro-
gram, management encouraged employees 10 ask questions and made words like “we, “us,”
and “our” a part of the corporate language. A number of special award programs recognized
individual, department, and division achievement, Stock ownership and profit-sharing pro-
grams were introduced as part of a “partnership” concept.
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‘The corporate culture was recognized by the editors of the trade publication Mass Market
Retailers, when it recognized all 275,000 associates collectively as the “Mass Market Retailers of
the Year.” “The Wal-Mart associate,”the editors noted, “has come to symbolize all that s right
with the American worker, particularly in the retailing environment and most particularly at
Wal-Mart." The “store within a store” concept, as a Wal-Mart corporate policy, trained indi-
viduals to be merchants by being responsible for the performance of their own departments as
if they were running their own businesses. Seminars and training programs afforded them
opportunities to grow within the company. “People development is not just a good ‘program’
for any growing company but a must to secure our future,” was how Suzanne Allford, Vice
President of the Wal-Mart People Division explained the firm’s decentralized approach to
retail management development.

“The Wal-Mart Way" was a phase that was used by management to summarize the firm’s
unconventional approach to business and the development of the corporate culture. As noted
in a report referring (o a recent development program: “We stepped outside our retailing
world to examine the best managed companies in the United States in an effort to determine
the fundamentals of their success and to benchmark’ our own performances. The name “Total
Quality Management” (TQM ) was used to identify this vehicle for proliferating the very best
things we do while incorporating the new ideas our people have that will assure our futare.” In
1999, Discount Store News honored Wal-Mart Stores, Inc., as Retailer of the Century, with a
commemorative 200-page issue of the magazine.

e Growlh Challenge

H. Lee Scott indicated that he would never forget his first meeting with Sam Walton. “How old
are you?” Walton asked the then 30-year-old Scott, who had just taken a job managing Wal-
Marts trucking fleet. “Do you think you can do this job?" asked Walton. When Scott said yes,
‘Walton agreed and said “I reckon you can.” More than 20 years later, as Wal-Mart’s new CEO,
Scott was facing his toughest challenge yet: keeping the world's biggest retailer on its phenom-
enal roll and delivering the huge sales and earnings increases that investors had come to expect
from Wal-Mart over the years. Analysts had correctly projected that Wal-Mart would surpass
General Motors to be ranked number one in revenue on the Forture 500 lst in 2000. The com-
bination of growth and acquisition had caused revenue increases every year. In 2001, it
increased 149, from $191 billion in 2000 to $218 billion. Earnings also increased in 2001 by
9%, to nearly $6.67 billion. Industry analysts noted that this growth was on top of an 18%
compound annual growth rate over the past decade.

Wal-Mart Stores, Inc., revolutionized American retailing with its focus on low costs, high
customer service, and everyday low pricing to drive sales. Although the company had suffered
through some years of lagging performance, it experienced big gains from its move into the
grocery business with one-stop Supercenters and into international markets with acquisitions
and new ventures. To keep it all going and growing was a major challenge. As the largest
retailer and firm in the world, the company and its leadership were challenged to find new
arcas to continue o grow sales and profits into the future. Lee Scott knew that an ambitious
expansion program was called for to allow the company to meet these objectives.

Continued growth could exasperate some problems Wal-Mart was facing. For example,
Wal-Mart has always suffered from annual employee-turnover of approximately 65%. To deal
with this problem, management initiated a program called People Asset Review (PAR) in
which senior management and division presidents reviewed areas in the firm where develop-
ment was needed, tracked promotable individuals, and developed specific succession plans. In
addition, critics contend that Wal-Mart discriminated against women, underpaid workers,
and used illegal tactics to stop unionization efforts. Some 40 lawsuits have been filed by
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employees who said that they had been forced to work overtime for no pay. The company was
also facing a sexual discrimination lawsuit in California that could become the largest case in
US. history. Although more than 70% of Wal-Mart’s sales associates were women, less than
one third were in management positions. Men held 90% of Wal-Mart store manager positions
and only one woman was among the company's 20 top officers. Even after accounting for
seniority, store location, and other factors, women earned from 5% to 15% less than men in
each year from 1996 to 2001. Since Wal-Mart’s 1.3 million employees made it the world’s
largest private employer, both its reputation and profits were at stake. Overtime and sexual
bias lawsuits could cost the company millions of dollars. These came at a time when the com-
pany was planning to hire more than one million employees between 2002 and 2007
Although none of Wal-Mart's employees were unionized in 2002, Wal-Mart was a defendant
in 28 complaints brought by the U.S. National Labor Relations Board citing anti-union activi-
ties such as threats, interrogations, or disciplining. Critics contend that the company moved
quickly to block organizing. For example, when a majority of meat cutters at a store in
Jacksonville, Texas, voted to organize, the company closed its butcher departments at Jackson
and other stores.

FINANCIAL SITUATION
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