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It is a testament to the public-relations success of the anti-Wal-Mart campaign that the question
above is even being asked.

By any normal measure, Wal-Mart's business ought to be noncontroversial. It sells at low cost,
albeit in mind-boggling quantities, the quotidian products that huge numbers of Americans
evidently want to buy -- from household goods to clothes to food.

Wal-Mart employs about 1.3 million people, about 1% of the American work force. Its sales, at
around $300 billion a year, are equal to 2.5% of U.S. gross domestic product. It is not, however,
an especially profitable company. Its net profit margins, at about 3.5% of revenue, are broadly in
line with the rest of the retail industry. In fiscal 2004, Microsoft made more money than Wal-Mart
on just one-eighth of the sales.

The company's success and size, then, do not rest on monopoly profits or price-gouging
behavior. It simply sells things people will buy at small markups and, as in the old saw, makes it up
on volume. We draw your attention to that total revenue number because, in a sense, it tells you
most of what you need to know about Wal-Mart. You may believe, as do service-worker unions
and a clutch of coastal elites -- many of whom, we'd wager, have never set foot in a Wal-Mart --
that Wal-Mart "exploits" workers who can't say no to low wages and poor benefits. You might
also accept the canard that Wal-Mart drives good local businesses into the ground, although
both of these allegations are more myth than reality.

But even if you buy into the myths, there's no getting around the fact that somewhere out there,
millions of people are spending billions of dollars on what Wal-Mart puts on its shelves. No one is
making them do it. To the extent that mom-and-pop stores are threatened by Wal-Mart, it's
because the same people who supposedly so value their Main Street hardware store find that
Wal-Mart's selection, or prices, or parking lot -- something about it -- is preferable. Wal-Mart can't
make mom and pop shut down the shop any more than it can make customers walk through
the doors or pull out their wallets. You don't sell $300 billion a year worth of anything without
doing something right.

What about the workers? In response to long-running criticisms about its pay and benefits, Wal-
Mart's CEO, Lee Scott, recently called on the government to raise the minimum wage. But as this
page noted at the time, Wal-Mart's average starting wage is already nearly double the national
minimum of $5.15 an hour.

So raising it would have little effect on Wal-Mart, but calling for it to be raised anyway must have
struck someone in the company as a good way to appease its political critics. (Bad call: Senator
Ted Kennedy quickly pocketed the concession and kept denouncing the company.) The fact is
that the company's starting hourly wages not only aren't as bad as portrayed, but for many
workers those wages are only a start. Some 70% of Wal-Mart's executives have worked their way
up from the company's front lines.

The company has also recently increased its health-care options for employees on the bottom
rungs of the corporate ladder. Starting in January, one of those options will be a high-deductible
health-savings account, which is a great way to insure yourself if you're relatively young,
relatively healthy and yet want to protect against the onset of some catastrophic illness. Mr.



Kennedy, who recently called Wal-Mart one of the most "anti-worker" companies around, has
been a chief opponent of these pro-worker, pro-market health insurance vehicles.

But suppose Wal-Mart did look more like the company its detractors would like it to be, with
overpaid workers, union work rules, and correspondingly higher prices on goods. It would not
only be a less attractive place to shop, and hence a considerably smaller company. It would
drive up the cost of living for the millions who shop there, thus hurting those in the bottom half of
the income-distribution tables that Wal-Mart's critics claim to be speaking for. One might expect
this fact to trouble the anti-Wal-Mart forces, except that their agenda is very different from what
they profess it to be.

As our Holman W. Jenkins Jr. pointed out in a recent column, the vanguard of the Wal-Mart
haters is composed of unions that have for decades kept retail wages and prices artificially high,
especially in the supermarket business. Those unions have had next to no success organizing
Wal-Mart employees and see Wal-Mart's push into groceries as a direct threat to their market
position. And on that one score, they may be right.

But seen it that light, it becomes clear that much of the criticism is simply a form of special-
interest lobbying in socially conscious drag. And why an outside observer should favor the
interests of unionized supermarket employees over those of Wal-Mart shoppers and employees is
far from clear (unless you're a politician who gets union contributions).

Any company as successful as Wal-Mart will invariably run afoul of such vested interests. It is in
the nature of the rise of a new giant on the scene that it disrupts established ways of doing
things and in the process upsets established players. So it was with Standard Oil at the beginning
of the 20th century, IBM in the middle and Microsoft at the end of the century. Wal-Mart,
perhaps because it restricted itself to towns of less than 15,000 people as a matter of policy into
the 1990s, at first avoided and later seemed blindsided by the attacks that have come its way.

The company has never been shy about defending its interests. But some of its recent ripostes --
such as Mr. Scott's call for hiking the minimum wage or its gestures toward fighting global
warming -- seem to be addressed to the wrong audience.

Its customers don't need to be told what they like about Wal-Mart. But the company's
management would do well to bear in mind that it is those millions of shoppers, and not the elites
with which the company has sometimes of late been seen to be currying favor, that have made
the company what it is.
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THE MAIN EVENT
The sheer size and rapid growth of Wal-Mart have put the world's largest retailer at the center of
a debate about its effects on workers, local communities and the environment.

* * *

Union-backed groups like WakeUpWalMart.com have stepped up their efforts to vilify the
company, saying it depresses retail wages and undermines local communities and their tax
bases. In response, Wal-Mart Stores Inc. Chief Executive H. Lee Scott Jr. has devoted an
increasing amount of time and energy to convincing the public that the company is a force for
good.

Mr. Scott, for instance, recently called on Congress to increase the federal minimum wage, and
he offered Wal-Mart employees, called associates, a lower-cost health-care program.
Meanwhile, Wal-Mart's share price is 18% below where it was nearly six years ago, when Mr. Scott
took over, and some investors wonder whether the campaign to improve Wal-Mart's image may
be taking management's focus away from the bottom line.

Here's a look at the issues surrounding the retail giant:

Local Economies: In 2002, Wal-Mart became the first retailer to top the Fortune 500, and it
continues to grow. About 550 stores will be built next year. The rapid growth has forced the
company to address vexing questions: Does Wal-Mart eliminate jobs when it moves into a
community? And does it drive down retail wages in that community?

An independent study done last month by the National Bureau of Economic Research says Wal-
Mart does adversely affect employment and wages. Retail workers in a community with Wal-
Mart earn 3.5% less, the study says, because Wal-Mart's low prices force other businesses to lower
prices, and hence their wages. Wal-Mart pays its employees on average about $9.68 an hour.
NBER says it is possible that lower wages, which result in decreased earnings, could result in a
strain on the tax base if lower-paid workers must seek food stamps and Medicaid. The study also
found that Wal-Mart's presence reduces retail employment by 2% to 4%, although there is some
evidence that total employment increases.

Wal-Mart counters with a study it funded from Global Insight, an economic-forecasting firm. The
study found that, since 1985, Wal-Mart's openings around the country have cut consumer prices
about 3%, saving consumers $263 billion in 2004 alone. While nominal wages go down about 2%
on average nationwide, the study says, prices go down even further, causing an increase in
consumers' real disposable income.

Health Care: Just under half of Wal-Mart employees are covered by company health insurance.
That is lower than the 67% national average but slightly higher than the 46% national average for
retail workers. Wal-Mart in October rolled out a new health-care plan, with monthly premiums as
low as $11 to $25 for a single employee -- 40% to 60% lower than the previous plan -- and a
$1,000 deductible that wouldn't kick in until after three doctor visits and three drug prescriptions.



Critics say the deductible is still too high in comparison with Wal-Mart wages. Also, Wal-Mart's
critics point to a memo that was leaked in October, which suggested that the company wanted
to keep medical costs down by discouraging less-than-healthy people from applying for jobs.

The Environment: Critics claim Wal-Mart is unfriendly to the environment and cite fines from the
Environmental Protection Agency and state organizations for violations of clean-water
regulations and petroleum storage-tank laws.

Mr. Scott has said Wal-Mart's goal is to eliminate 30% of the energy used in its existing stores and
eventually to rely 100% on renewable energy and to create no solid waste. In July, the company
opened its first "experimental supercenter," which uses solar panels to generate electricity,
shredded tires for landscaping mulch and used motor and cooking oils to supply heating.

--Compiled by Lauren Etter

POINTS OF VIEW
"Some well-meaning critics believe that Wal-Mart Stores today, because of our size, should, in
fact, play the role that is believed that General Motors played after World War II. And that is to
establish this post-World War middle class that the country is so proud of....The facts are that
retail does not perform that role in this economy."

--Wal-Mart CEO H. Lee Scott

"This is one of our nation's great companies....The story of Wal-Mart exemplifies some of the very
best qualities in our country -- hard work, the spirit of enterprise, fair dealing and integrity."

--Vice President Dick Cheney

"It is extremely troubling when the vice president...praises a company that pays low wages and
benefits, discriminates on the basis of gender, locks its own workers into stores at night, busts
unions and violates child-labor laws."

--Rep. George Miller (D., Calif.)

"It's time for Wal-Mart to understand that their company practices run counter to the very values
that make this country great -- fairness, opportunity and equality."

--Sen. Edward Kennedy (D., Mass.)

* * *

FACTS
In 2004, Wal-Mart audited all of the 7,600 factories that supply products to it. Of those, 108 were
banned from doing business with Wal-Mart primarily because of child-labor violations.

Vermont has the fewest Wal- Mart stores -- four. Texas has the most -- 410. For Alaskan shoppers,
Wal-Mart offers the 'Alaska Bush Shopper' program, which sends a plane filled with its goods to
remote Alaskan communities.



Wal-Mart says its computer database holds more than 570 terabytes of information, more than
all of the Internet's fixed pages. The database allowed Wal-Mart to fill Florida stores with
strawberry Pop-Tarts after it predicted Hurricane Ivan would spur demand for the toaster
pastries.

Wal-Mart became the largest grocery chain in 2002. Its supermarket revenue is larger than that
of Safeway and Albertson's combined. Wal-Mart says its grocery prices are about 20% lower
than other supermarkets.

The family of Wal-Mart founder Sam Walton has a combined fortune estimated at $90 billion. In
2005, Bill Gates was worth $46 billion; Warren Buffett, $44 billion; and Saudi Arabia's Crown Prince,
$20 billion.

A Wal-Mart cheer ends: 'What's that spell? Wal-Mart! Who's No. 1? The customer! Always!' Mr.
Walton invented the cheer after seeing tennis-ball-factory workers in Korea do a company
cheer along with their morning calisthenics.

* * *
BY THE NUMBERS
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