Wal-Mart Is Good for the Economy

BY JOHN SEMMENS

o some, Wal-Mart is a “corporate criminal.”!

I Loni Hancock, a California legislator, asserts
that Wal-Mart’s fortune “has been built on
human misery.”” A variety of critics have accused the
company of engaging in questionable and exploitive

practices on its way to becoming the largest business in
the world.” (Its $250 billion in annual sales means that

ers can be tomorrow’s winners. Instead of fomenting
political opposition to Wal-Mart, its rivals should be
improving their own game.

Unions in America have been granted ample privi-
leges in their quest to enlist members. Under regulations
established by the National Labor Relations Board, they
can convert businesses to “union shops.” A union shop

‘Wal-Mart has more revenues than leg-
endary giants like Exxon, General
Motors, and IBM..)

To get this big, Wal-Mart allegedly
exploits its own employees by paying
“poverty wages” and forcing them to
work unpaid overtime. It also alleged-
ly “squeezes” vendors, forcing them to
lay oftf American workers and ship
their jobs to foreign “sweatshops.” On
top of this supposed economic
rapacity is the charge that Wal-Mart
disregards the concerns of small com-
munities.* While such charges fuel the
passions of competitors who are los-
ing customers to Wal-Mart, unions

needs.

that have been unsuccessful in organ-

Ideologues who

rant against Wal-Mart
do not understand
economuics. In a
market economy,
success goes to those
businesses that best
and most efficiently
serve consumer

means the union speaks and bargains
on behalf of all workers—even those
who don’t belong. Non-members may
even be compelled to pay fees to
the union for unwanted bargaining
“services.” The rules governing elec-
tions to determine whether a union
will be instituted are slanted in
favor of the union’s case. If Wal-Mart
employees decline to form unions
they are certainly within their rights to
do so.

Ideologues who rant against Wal-
Mart do not understand economics. In
a market economy, success goes to
those businesses that best and most efti-
ciently serve consumer needs. Business-

izing the company’s employees, and
ideologues who despise the free market, they are with-
out merit.

The nature of competition is to produce winners and
losers. Those who lose can be expected to bemoan their
fate. The remedy is to improve one’s own competitive
offering. The strategy and tactics of the leading com-
petitor can be observed, analyzed, and, if warranted, imi-
tated. Countermeasures can be devised. Since
competition in the free market is continuous, today’s los-

es must induce customers to hand over
money in exchange for the merchandise. Customers are
completely free to ignore the offerings of any business.
Every business, Wal-Mart included, must win its cus-
tomers’ patronage anew each day.

We all know that consumers like bargains. Getting
something for less money is considered savvy shopping.
Wal-Mart has opted to ensure that its prices are as low
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as can be. This focus has enabled the company to prom-
ise “always low prices, always.”

Low prices benefit both the consumers and the over-
all economy, besides being a winning strategy for Wal-
Mart. Every dollar a consumer saves on a purchase
enables him or her to buy other items. More of con-
sumers’ needs and wants can be fulfilled when prices are
lower than when prices are higher. Because a consumer’s
dollars go further at lower prices, more merchandise can
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course, sellers would like to get as high a price for their
wares as they can. Likewise, buyers would like to get as
low a price as they can. Both have to settle on a price
that is mutually agreeable. Wal-Mart has a reputation for
keeping its word and paying promptly.® This enables its
suppliers to plan their production and provides a reliable
cash flow to help fund operations.

If some of Wal-Mart’s suppliers choose to manufac-
ture their products overseas, that is because doing so

be manufactured and sold. All the
businesses making and selling these
other products and services are helped.

The sheer size of Wal-Mart attests
to the success of its strategy and the
benefits to the economy. Growing into
the largest business on the planet indi-
cates that it is accurately interpreting
consumer needs and efficiently serving
them. This is exactly what we want
businesses to do. This is what the free

prosperity.

market encourages them to do. It is

From an economic
perspective, when all
the claims are
dispassionately
evaluated it looks like
Wal-Mart promotes

lowers their costs. Sure, the costs may
be lower because the wages demanded
by foreign workers in places like
Bangladesh are low and the work-
places may be “sweatshops” compared
to conditions in U.S. factories. But this
is hardly the cruel exploitation that
Wal-Mart’s critics describe. The rele-
vant comparison is not to the working
conditions Americans have become
accustomed to after two centuries of
industrial progress and wealth beyond
the wildest dreams of inhabitants

estimated that Wal-Mart’s impact on
prices accounted for 12 percent of the economy’s pro-
ductivity gains in the 1990s.” This also helped reduce the
effect of the Federal Reserve’s inflation of the money
supply.

But what about the methods Wal-Mart uses to
achieve its goal of low prices? What about its exploita-
tion of labor? The free market requires that transactions
be carried out voluntarily between the parties. No one
is forced to work for Wal-Mart. The wages it pays must
be adequate to secure the services of its employees.
Would Wal-Mart’s to be
more? Sure, everyone wants higher pay. If its employees

employees like paid
could get higher pay elsewhere, Wal-Mart would
lose its best workers to the businesses paying those
higher wages.

The same goes for the alleged uncompensated over-
time. Wal-Mart can’t force its employees to work over-
time without compensation. Employees are not chained
to their stations. They are free to leave and take other
jobs if the pay or working conditions at Wal-Mart are
less than satisfactory.

Neither can Wal-Mart “squeeze” vendors, compelling
them to accept deals that they would prefer to refuse. Of

of the less-developed countries. The relevant compari-
son is to the alternatives available in these less-developed
economies.

Companies that employ people in factories in less-
developed economies must offer a compensation pack-
age sufficient to lure them from alternative occupations.
So as bad as these “sweatshop” wages and working con-
ditions may appear to Americans who have a fabulous
array of lucrative employment opportunities, they are
obviously superior to the alternatives that inhabitants of
less-developed economies are offered. If the “sweatshop”
jobs weren'’t superior, people wouldn’t take them.

Wal-Mart and Small Communities

he claim that Wal-Mart “disregards the concerns of

small communities” is also contradicted by the evi-
dence. If Wal-Mart’s stores were not in tune with the
concerns of shoppers in small communities, the stores
wouldn’t make a profit and would eventually shut down.
If Wal-Mart’s stores were not in tune with the concerns
of job seekers in those communities, the stores wouldn’t
be able to staff their operations. The concerns that Wal-
Mart rightly disregards are those of local businesses that
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would prefer not to have to deal with new competition. ‘Wal-Mart is doing all these good things and making
The absence of rigorous competition leads to high a profit of around $9 billion a year. This is a profit mar-
prices in many small communities. While this may be gin of less than 4 percent. That’s mighty efficient. To call
good for the profit margins of established businesses, it is Wal-Mart a “corporate criminal” is slander. Wal-Mart is
not necessarily a condition to be preferred over the ben- a model of how successful capitalism is supposed to
efits for the majority of the inhabitants of the commu- work. It is a company that should be emulated, not
nity that result from robust competition. reviled.
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How Wal-Mart Responded to Katrina

Hurricane Katrina damaged 89 Wal-Mart facilities in the south; nine sustained
major damage. Ten days after the storm, 15 stores and clubs remained closed. Ini-
tially, more than 34,000 Wal-Mart employees were displaced by storm.

Wal-Mart moved quickly to contact employees to make sure they were safe and
implemented a policy that allowed any displaced associate to “report for work at
any U.S. Wal-Mart store.” Employees whose homes were flooded or destroyed are
eligible for up to $1,000 from a special disaster-relief fund. By early September

X nearly $4 million had been distributed to more than 6,000 employees.
Wal-Mart d|spatched more than 2,500 trailer-loads of water and emergency supplies to its facilities in the affected
areas. Diapers, toothbrushes, and other personal products were given to assist evacuees arriving in large numbers at numer-
ous Red Cross shelters. Wal-Mart also helped evacuees with emergency prescription needs, allowed for two weeks of free
check-cashing in stores in the disaster area, created an “emergency contact” service in stores and online, accepted vouch-
ers from various relief agencies, and set up a gift-registry that allowed customers to purchase specific items for victims.

By the end of the first week in September, Wal-Mart had donated the use of several vacant facilities to relief agencies
and $17 million in cash to emergency relief efforts, and collected an additional $4 million in contributions from customers
throughout the United States. Wal-Mart also donated computers to Red Cross shelters, beds to the Houston Astrodome,
and two trailers of water and basic goods to the New Orleans police department. In hard-hit areas of Mississippi, the com-
pany sent truckloads of water, ice, and food for distribution to residents.

—Beth Hoffman
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