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1. Introduction 

Wal-Mart in China is a perfect example of a globalized company, since operating in another country is a result of globalization itself. Globalization is a modern term used to describe the changes in society and the world economy that result from dramatically increased international trade and cultural exchange. It describes the increase of trade and investments due to the decrease of barriers and the interdependence of countries. In a specific economic context, the term globalization refers almost exclusively to the effects on trade, particularly trade liberalization or ‘free trade’. The period of the gold standard and liberalization of the 19th century is often called ‘The First Era of Globalization’. (Wikipedia, 2005) 

Wal-Mart is a product of all these changes in economy, trade and culture. The company knew how to take advantage of it and started to spread all over the world. In 1996, the organization opened its first shop in China and from the beginning the company has been concerned with the risks and opportunities of this venture. China as a Wal-Mart supplier, have been an established partnerships since the 1980’s. 
This case study analyzes Wal-Mart in China and the strategies Wal-Mart has been following to become the globalized company it is today. The paper focuses on the connection between Wal-Mart and China with a brief explanation of the Chinese market and some relevant facts about Wal-Mart and its strategy. It then continues with an analysis of how Wal-Mart entered the Chinese market, how it is operating and how its different options for the future look like. How can Wal-Mart, an actor on the globalized Chinese market, take advantage of opportunities and problems they face?
1.1 The Chinese Market

China is the world’s second largest economy on PPP
 basis with more than 1.3 billion inhabitants
 and a labor force of about 760 million (in 2003), mostly working in the agriculture sector (49%). Moreover 22% are working in the industry and 29% in the service sector. According to the CIA website, the unemployment rate in the urban areas was 9.8% in 2004. Although the website also stated that the overall rate is estimated to be 20%. In addition to the high rate of unemployment, approximately 10% of the population lives below the poverty line. (CIA, 2005) The average income is continuously increasing; however, it still remains on a low level. Moreover it is distributed unequally, for instance an employee in rural areas earns on average about $400 per year, whereas in other regions the annual average income can be more than 10 times as much. (Goldenberg-Huang & Huang, 2005)
During the last two decades, China’s economy has undergone an intensive transformation from an inefficient, centrally planned economy to a more market-oriented one. Among other things this involves that non-state organizations and individuals gain more influence, that the authority is partly decentralized and that the country is opened to foreign trade and investment. (CIA, 2005) These market-oriented reforms have also improved the rural and urban economies (World Bank, 2005). However, China struggles both with the socialistic and the capitalistic system and has difficulties creating sufficient number of jobs, to reduce economic crimes such as corruption and to keep on to large companies owned by the state. The Chinese government aims at slowly minimizing the strong economic growth by spending less on infrastructure and focusing more on poverty reduction. (CIA, 2005)
The development of China is supported, financially and through advisory, by many international institutions such as the IMF
 and the World Bank. For instance the World Bank helps the country with three main issues. Firstly, these are to speed up the transition of China into a market economy as well as improve the business environment. Secondly, through investment lending in social sectors, transport and rural development in order to tackle the needs of disadvantaged, poor people and regions by helping to identify barriers to a reasonable growth. Thirdly, through investment lending demonstrating technologies and techniques in management as to smoothen the progress of an “environmentally sustainable development process”. (World Bank, 2005)
In 2004, China’s GDP was $7.262 trillion, $5,600 per capita, with a real growth rate of 9.1%. For this year a real GDP growth rate of 9.0% is expected (IMF, 2005). The inflation rate constitutes 4.1% (CIA, 2005).

The exchange rate Yuan/US$ has been very stable between 1998 and 2003, but Goldman Sachs expects that China’s World Trade Organization (WTO) membership
 will contribute to more flexible rates (Goldman Sachs, 2005). However, China has recently linked its currency to the SDR
, instead of using the US$ as a fixed-point. According to the IMF, this has been the result of domestic and international pressures and allows greater exchange rate flexibility. (Prasad, 2005) On September 26th 2005, the exchange rate SDR/RMB (Chinese Yuan) was 0.085156 and the exchange rate RMB/SDR was 11.743200. That means for 1 SDR exchanged for 11.743200 RMB (IMF, 2005). They also predict a growing FDI
 (Goldman Sachs, 2005). China is today the world’s third attractive FDI destination after the U.S. and the U.K. (Williams, 2005). It should be mentioned that according to Chinese law, concerning foreign funded enterprises, the national economy should benefit from the establishment of foreign enterprises. (FDI, 2005)

1.2 Facts and strategy of Wal-Mart 

Wal-Mart is the world’s largest retailer and largest company based on revenue and is the largest employer in China. The company, founded in 1968 by Sam Walton, gathered a net income of $10.3 billion in the fiscal year ending January 31st 2005, while holding 8.9 % share of the retail market. Figures about the company reveal its huge impact on economy and society, with 1.7 million people employed in America alone 
(Wikipedia, 2005).
Wal-Mart has segmented the market to adapt to customer needs by operating different kinds of shops such as neighborhood markets, discount retail departments, Internet sales, warehouse clubs and super centers (Wikipedia, 2005). Wal-Mart’s mission states: ‘Always Low Price, Always’ and the company differentiate their strategy by following a cost leadership strategy by focusing on quality and branding, (Grant, 2002). Moreover, Wal-Mart differentiates itself from other low cost retailers by emphasizing customer satisfaction. For instance, Wal-Mart offers brand name products at low costs and customer service in the store environment (Hayden, Lee, McMahon & Pereira, 2002). Several key factors determine the success of the company. In terms of technical resources, it is one of the most sophisticated retail companies; owning a private satellite system, making use of a bar code scanning system, managing their network, supply-chain and stock with standards as the RFID
-based electronic product codes and running a TV in-store network. (Wikipedia, 2005)

Concerning Wal-Mart’s Human Resources, the company stresses its conservative, religious family-orientated corporate culture. At Wal-Mart employees in higher positions are called ‘associates’; they are given financial rewards and are encouraged to suggest improvements. Employees also receive an internal Wal-Mart magazine. (Wikipedia, 2005)

In order to become the world’s most successful retailer, Wal-Mart is forced to reduce costs in every sector possible. As an economy of scale, Wal-Mart expands rapidly in order to grow revenues over its fixed cost-base and has a high bargaining power towards its suppliers (Hayden et al., 2002).

One way of reducing costs has been to use advanced electronic technology in supply management. For instance, some suppliers were advised to use a RFID-based electronic
 system which Wal-Mart has been using in its own supply management system. Another important section of cutting costs concerns Wal-Mart’s strict labor policy as the company is often accused of lowering wages, avoiding unionization and shifting production and supply to low cost labor countries, mainly China.
(Wikipedia, 2005)

According to a report by Sam Hornblower (2004), “Wal-Mart & China: A Joint Venture”, Wal-Mart pursued a late and deliberate entry into China’s market. When the first buying office opened in Hong Kong in 1981, other retailers such as Sears, Kmart, Target and JCPenny had been running business in China for years. This way Wal-Mart could take advantage of an established infrastructure as well as manufacturing clusters. The most important reason for being supplied by Asian has been the low labor costs in comparison to the U.S. However, Wal-Mart feared American consumers` reaction to off-shoring jobs. America is Wal-Mart’s biggest market and therefore it had to care about its public opinion. As a consequence Wal-Mart launched a ‘Buy American’ campaign in the 80’s and 90’s. This is despite the fact that the company had been simultaneously doing business in Asia, especially China. The direct involvement of Wal-Mart in China was disguised with the help of a buying agency PREL
. After NBC revealed Wal-Mart’s strategy, the ‘Buy American’ campaign was de-emphasized by Wal-Mart and the company continued to supply its goods from China. According to the report experts estimate that of Wal-Mart’s 6000 global suppliers, 80% are based in China. Wal-Mart concedes that it imports more than $15 billion of Chinese goods every year. During the 90’s, China’s economy offered more and more incentives for foreign companies, which motivated Wal-Mart to intensify its business with China.
2. Wal-Mart in China

Wal-Mart has today, 45 units in 21 different cities in Chin and it is presently looking for an opportunity to expand further in eastern China (Wal-Mart China, 2005). In this context Wal-Mart seeks for opportunities to form different joint ventures. Yet, there are risks that Wal-Mart might face concerning its suppliers: The innovations on which the company built its cost advantage in the U.S., including centralized national distribution networks, has been impossible to replicate in China until now. This is partly due to Wal-Mart’s small presence in this country (Schafer, 2005) 

On the other hand, Wal-Mart saw an opportunity for continuing its growth in China. This although the company itself has a negative yield of 9.98% which means it is not doing well everywhere (Suárez, 2005). In China alone the company produced around US$18 billions in 2004 and continued with a growth rate of 20%, which has been consistent for over two years (Jingjing, 2004). "We expect our procurement stock from China to continue to grow at a similar rate in line with Wal-Mart's growth worldwide, if not faster," said Lee Scott, the president and CEO of Wal-Mart (Jingjing, 2004). 
The Professor of Corporate Strategy and International Business at the Michigan University, CK Parhalad, considers the fact that companies have to get closer to the poorest sectors of society, this with the help of quality and innovative strategies as an urgent issue. However, globalized companies forget these sectors. (Notimex, 2005) Wal-Mart is trying to take this into account while expanding in China, a process that includes risks and opportunities for the company. As culture is an important factor, knowledge about cultural characteristics that can help Wal-Mart to succeed in the Chinese market and make use of its opportunities. To forget about cultural differences could lead to cultural rejections when doing business.

Due to Wal-Mart’s expansions in China, the company has already increased its number of employees to more than 23,000 (Wal-Mart China, 2005). This expansion represents an opportunity of establishing contact with China’s labor force. It also represents a risk due to all the different policies that have to be obeyed, even the ones that are not being followed by the Chinese people. Wages are also an important issue and could represent a risk, since they are one of the main factors that allow Wal-Mart to maintain low costs.
2.1 Economic aspects

2.1.1 Trade 

After China had joined the WTO, China was open to investment and Chinese entrepreneurs were encouraged to enter joint ventures with westerners (Baker, 2004). An example of these kinds of joint ventures is the one between Wal-Mart and Chinese CITIC Group (Gogoi, 2005). Since Wal-Mart currently has about 80% of its suppliers in China (Frontline, 2004) and 70% of the products sold globally are produced in China (Jingjing, 2004; Gogoi, 2005), Wal-Mart and China could be considered a joint venture. The main reason for Wal-Mart using mainly suppliers in China is the low wage level (Frontline, 2004). China plays a big role as a supplier to large retail companies and amongst them Wal-Mart. However, there could be future restrictions set up by the U.S. government which could lead to tariffs on Chinese imports. Furthermore, Wal-Mart would have to pay more for merchandises supplied from China.

2.1.2 Infrastructure

Due to the economic changes in the Chinese market, Wal‑Mart invested in manufacturing clusters in areas with a sophisticated infrastructure. As a consequence of big companies’ attraction to certain areas in China, changes have occurred in the landscape; villages have been transformed into cities. For instance the port in Shenzhen has boomed and developed during the past three years. From being a small fishing village 20 years ago, it is now on the edge to become the city with the 3rd biggest port in the world (Frontline, 2004). Wal-Mart uses the port in Shenzhen to export its merchandises to the rest of the world and export through its Global Procurement Center situated in Shenzhen. In 2004, the center exported in total $18 billion worth of goods (Scott, 2005).

2.1.3 Competing in the Chinese retail-market

Retailers from western countries often find it difficult to get market share in Asian countries since they are not specialized in the market’s consumer behavior. They may succeed with 80% in western countries and with only 30% in Asia (Gogoi, 2005).

Something that has boosted sales for Wal-Mart is the location of its stores. For instance one store is located underneath a soccer field in Dalian, a town in northeastern China. It is a multilevel underground store that has been appointed a tourist attraction according to the local tourist office. It has been suggested that locations like this one might be a requirement for Wal-Mart’s further success on the competitive Chinese market. 
(Gogoi, 2005)

Wal-Mart is aiming for 90 stores in China within the next two years. Its largest rival competitors on the Chinese market are local retailers such as the Chinese Shanghai Bailan Group with 5000 stores and China Resources Enterprise with 1700 stores. (Gogoi, 2005) Other rivals on the market are Shanghai based Lianhua Supermarket Holdings Ltd with 3377 stores and Beijing based Wal-Mart Stores Inc (China Economic Net, 2005). Another international competitor is French Carrefour with 240 stores. However, the Chinese competitors are preparing for a fight through buying rival supermarkets and hiring foreign managers. (Gogoi, 2005)
2.1.4 Exchange rate

The value of the Chinese currency may increase since the People’s Bank of China abandoned the Yuan’s connection with the dollar. This has, according to Gogoi (2005), got different implications on Wal-Mart considering the company. On one hand the company has to face higher prices for imports from Chinese suppliers. On the other hand, Wal-Mart as other foreign retailers in China will profit from a higher value of the Yuan, when it comes to the earnings on its operations in China. A revaluation of the currency will be positive for China and companies with businesses in China but negative for the stores in their home countries such as the American market in 
Wal-Mart’s case.
2.1.5 Options, strategic choices and consequences for Wal-Mart in China

Since Wal-Mart is facing intensive competition as a retailer on the Chinese market it has to implement an energetic strategy. With already nine years of experience in the market, Wal-Mart can use its internal sales information to adjust the range of products and the shop appearance to meet the demands of Chinese consumers. Furthermore, the company can continue to pursue its strategy of acquiring local retail businesses. This could help the company to get even more information about Chinese retailing businesses. In addition to this, Wal-Mart makes use of the established customers, employees and supply channels. Co-branding could serve as a mean to enhance Chinese demand. In terms of profitable shop locations, Wal-Mart could install an additional division in its real-estate company which would be especially devoted to the Chinese market, selling old stores, building new stores, developing shopping centers and selecting advantageous locations. 

On the other hand, Wal-Mart in America may have to deal with economic developments which could lead to increased prices of goods supplied from China. The currency devaluation for instance, could become a problem since supplied merchandise from China might become more expensive. Another aspect Wal-Mart has to reflect on is the fact that the U.S. government is considering tariffs and other restrictions to deal with China’s contribution to the U.S. deficit of its balance of payments. This is an important issue to consider taking into account that China might become the most powerful economy by 2039 and currency appreciation accounts for one third of the change (Goldman Sachs, 2003). Wal-Mart has to think about its options, which might be to shift their supply-operations to other countries without trade barriers in order to keep its cost advantage. 

2.2 Cultural barriers

China represents one of the largest markets in the world and therefore it is very attractive for transnational companies. These companies started entering China in the 90’s and as they had many advantages concerning technology and modern systems it made them believe that they could not be compared with Chinese enterprises. However, they realized soon that their advanced managing models which worked in the U.S. or Europe were unlikely to work in China. These experiences showed that the localization marketing was an indispensable factor (Shujun, 2004).

2.2.1 Localization marketing

Wal-Mart’s strategy to adapt itself to each market is successful and the Chinese market is not an exception, even though it represents a greater obstacle because of the different habits, beliefs and traditions that people have. 

Despite all these differences, the Chinese are accepting Wal-Mart in their daily lives. A reason is that they can find almost everything in one store that they could find in a normal market place. One of the changes that Wal-Mart did in order to satisfy their local costumers is that the meat is unwrapped since the Chinese think it looks fresher (Schafer, 2005); the same thing happens with fish, fruits, vegetables and bakery products. Wal-Mart needs fresh and excellent quality in the food sector because of the demanding public in China. Moreover, it is important to have a large extension of ready-to-serve meals because it attracts costumers and food represents a significant proportion of the company’s sales. With these policies there are some different requirements, such as high-quality kitchen systems, since the products are being prepared in front of the people. Wal-Mart decided to delegate this responsibility and signed a contract with ‘Franke Contract Group Asia’ who has become the main supplier for the store in China (Asia Journal, 2002).

Wal-Mart faces a situation in China that does not occur in the U.S., e.g. it is not as common to own a car and therefore consumers only buy food for one or two days. Cassian Cheung, president of Wal-Mart China said that: "Wal-Mart did a lot of research, and the conclusion was that we have to have a very good fresh-food presentation, that's been the belief from the beginning, and we haven't moved away from that" (Schafer, 2005).

Wal-Mart has to continue investigating Chinese consumer behavior in order to succeed in the Chinese market. Since the Chinese culture differs a lot from the American, Wal-Mart will have to invest more in market research and use information from already established stores in order to satisfy customer needs (Shujun, 2004). Finally, there is the need of a strategy which is adjusted to the Chinese market; otherwise the venture could become a big failure. 

2.2.2 Business relationships

Cultural shocks not only occur with customers but also with business partners. Everyday hundreds of Chinese entrepreneurs go to Wal-Mart’s headquarters to negotiate and to try to establish business with them. Chinese companies have realized that the retail giant sets individual priorities and pursues a specific strategy. Furthermore, they realized that it was useless to advise Wal-Mart whose major objectives are high quality and low prices. 

Wal-Mart is trying to apply the American business culture which is not based on personal relationships with the Wal-Mart stores in China. The company insists on implementing a modern supply network, based on information technology, but Wal-Mart is just launching this project. However, Wal-Mart does not hesitate to exclude products in its portfolio when there only is only a low demand. Some companies adapt to Wal-Mart’s business procedure but still others do not understand proprietary software used by Wal-Mart in order to link with suppliers “…and can't stop padding the bills to make room for bribes.” (Schafer, 2005). Companies that do accept and embrace this way of doing business have had good experiences expanding themselves and they think that Wal-Mart’s way is safer and clearer because it is never based on personal feelings (Schafer, 2005).

Finally, it becomes clear that Wal-Mart adapts its business when it comes to the needs of Chinese consumers whereas it pushes its business partners to adapt themselves when it comes to management and trade level. A lot of companies are welcoming Wal-Mart’s working style, but the company needs to be careful not to ignore Chinese people’s traditions and cultural background. 

2.2.3 Customer service

When it concerns customer service, there are huge differences between Chinese and American stores. Wal-Mart has to educate its sellers to be nice and polite with every person who enters the store. There is a long way to go, but people start to notice the kindness (Schafer, 2005).

In order to achieve changes Wal-Mart implemented training programs which include lessons about Wal-Mart’s corporative culture and the importance of service. Since people like politeness and kindness these programs have good chances to succeed. Lately a pregnant lady in a Wal-Mart store said: "They are really polite. Today, after I bought this stuff, an employee offered to help me carry the bags" (Schafer, 2005).

2.3 Working conditions 

The Wal-Mart Corporation has three main beliefs: 

· Respect for the individual

· Service to the costumer

· Strive for excellence

Critics accuse Wal-Mart for not complying with these statements and especially concerning ’respect for the individual’. In this aspect, Wal-Mart’s suppliers in China are being criticized for having poor working conditions. The main topic is concerning workers possibility to join unions. Independent trade unions are currently illegal in China. The only option for the workers is the ACFTU
 controlled by the communist party. (Frost, 2004) According to the BBC News (2004) the ACFTU is trying to pressure Wal-Mart into accepting its workers to be a part of their union. Wal-Mart argues that it will allow employees to be a part of a union, but there as never been a demand among the employees and if employees should request to join a union they could. Previously, Wal-Mart has been criticized for refusing their employees to 
join unions.
Another topic dealing with working conditions is the inspections of Wal-Mart’s suppliers in China. Wal-Mart inspects all their first tier suppliers every year. They have suspended deals with over 400 suppliers and blacklisted 72 suppliers for not living up to Wal-Mart’s policies. However second tier suppliers are not inspected and the inspections and the first tier suppliers that are inspected are always notified in advance, says a former employee from a Wal-Mart supplier. (Ting, 2005) This procedure might create a negative image and might therefore prevent other suppliers be willing to work 
for Wal-Mart. 

Critics state that Wal-Mart is demanding faster production from their suppliers, which means that the suppliers are ignoring their workers’ poor working conditions. In the following we will analyze the divergent statements on this matter (Lobe, 2005).

2.3.1 Wages and working hours

The level of wages that Wal-Mart pays its employees has been widely debated especially in the U.S. in the last years. The same debate is now including Wal-Mart’s stores in China and its Chinese suppliers. Wal-Mart is being accused of paying below minimum wage and putting pressure on the suppliers to cut costs to accommodate Wal-Mart’s competitive prices (Ting, 2004). 

Chinese suppliers claim that its revenues are almost non-existent and therefore the organization is forced to keep wages at a minimum. Companies owned by Wal-Mart are told to cut labor costs to eight percent of total sales. (Niman, 2005)
Because of the lack of unions the Chinese workers are not organized and they have therefore almost no saying in the matter. Many of the workers come from poor backgrounds and are willing to move across the country for even a low wage. 
(Ting, 2004)
On the positive site, Wal-Mart’s requirements to its suppliers give improved efficiency and thereby help suppliers in being able to meet the demands from other companies. Wal-Mart’s efficient distribution network also gives access to customers worldwide. (Ting, 2004)
Wal-Mart is also being criticized for making the workers work long days with no days off. A study by the National Labor Committee documents that Wal-Mart’s suppliers have their employees working 130 hours per week (Niman, 2005). The overtime is often unpaid and mandatory with all-night 24 hour shifts. There have even been accusations of workers being locked up in order to make sure they stayed and worked. 
(Kernagham, 2005)
Wal-Mart does not admit to these accusations and say that it offers “unlimited professional development, career opportunity and flexibility, and a stable work environment with competitive wages” (Wal-Mart Facts, 2005), and that above minimum wages are ensured. 

2.3.2 Working environment

The working environment at Wal-Mart suppliers could be better, according to a former employee. Generally, the rules for safety arrangements did not live up to the standards set by Wal-Mart. For example, fire-exits were locked and there was a lack of proper ventilation which made the factories very hot, and the workers did not have access to clean water to drink. Wal-Mart made efforts to correct these findings in the inspections. (Kernagham, 2005) Wal-Mart argues that it is being looked at safety and health issues and that the company does not do business with companies that violate them. As mentioned earlier Wal-Mart has already cancelled several contracts with suppliers because these issues were violated.

2.3.3 Equal opportunities

According to a former employee, some of Wal-Mart’s suppliers had an obligatory blood sample test only for women. They were told to give blood samples to check for diseases, but according to the former employee it was in fact pregnancy tests. These tests were conducted in the first three months of employment, and if the test was positive they were fired. Furthermore, the workers had to get permission to go to the toilet and in some instances it was even timed. (Kernagham, 2005)
In the plants the workforce is mainly female and the women are paid approximately half of the minimum wage. Wal-Mart’s response to this is that inspections will be carried out. Critics often say that women do not get promotions, but according to Wal-Mart 60% of its associates are female and 40% of the managerial population is female, and this is steadily increasing (Wal-Mart facts, 2005).

2.3.4 Options, strategic choices and consequences for Wal-Mart in China

Wal-Mart has plans to expand further in China (Richard, 2004) and a part of its strategy is to keep the high quality and brand name products at the lowest price possible. In order to maintain this strategy, the product and labor costs need to be low. However, the wage level in China is increasing rapidly (Hayden et al., 2004). 

An important advantage for Wal-Mart is the large and cheap, compared to the U.S., workforce available in China, in addition there is a lot of unemployment in the country. This means that Wal-Mart can easily find new employees since the workers are willing to work for low wages to get a job. As China develops economically, Wal-Mart will be able to keep the prices at a level were the organization can stay competitive. Options could be to look for new labor markets elsewhere or to move its production to the peripheral China. 

It is predicted that the growth rate in China will continue, this means that there is still an opportunity for Wal-Mart to improve its turnover. If the company choose to move production in the future it will require economical resources, planning and decisions on whether the intention is to move to the peripheral areas of China or to another country where the wage level is less developed. The decision should include considerations about other complications such as cultural barriers and infrastructure. If Wal-Mart should decide to stay where it is, it needs to decide whether it will try to keep labor costs low, or raise the wage level and try to find other ways to cut costs.

Whether Wal-Mart will be able to maintain low wage level will depend on its ability to deal with the pressure from the Chinese Trade Union and the Chinese workers. Wal-Mart has to estimate what will be most costly in the long run: To allow its workers to unionize and thereby risking higher wages and an increasing demand of better working conditions or perhaps the possibility of increasing bad publicity, which in the end could be costly as well. With Wal-Mart’s financial resources and brand name the organization has the tools to change its way of doing business and improve its image in the media,
if decided.
3. Conclusions

After analyzing Wal-Mart’s venture in China, it becomes clear that there are certain factors that until now have contributed to the company’s success and which will allow Wal-Mart to further pursue its development. On the other hand there have been barrier that have complicated business in China. In the future Wal-Mart has to deal with these barriers in order to succeed on the Chinese market.

 In the future Wal-Mart should be aware of the further opportunities and threats of the Chinese market. The company can continue using its internal sales information, which has been collected through Wal-Mart’s experience with Chinese customers. Furthermore the retailer can continue to acquire local retail businesses in order to expand the company and to co-branding. This could serve as a mean to enhance 
Chinese demand.
Wal-Mart has to take into account that prices of goods supplied from China are increasing which will have a large impact on their low cost strategy. Also the company has to invest more in market research and continue using the information already established in stores, in order to satisfy Chinese costumers’ needs, without disregarding their traditions and cultural background. Wal-Mart has to pay special attention to the Chinese workers’ demands and the pressure from unions, because this can have a negative effect on the wage level as well as on the costs with regard to the working environment. Wal-Mart has got the option to look for new labor markets elsewhere in order to maintain the low wage level.

In conclusion Wal-Mart has to consider these factors and elaborate its strategy in order to sustain its global market leadership and increase its market share in China it has at present. Paying attention to these factors, Wal-Mart could avoid some major risks and grasp some important opportunities as to take advantage of them.
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� PPP=Purchasing, Power, Parity.


� Estimation made in July 2005.


� China joined the IMF in December 27th , 1945.


� China joined the World Trade Organization in December 11th, 2001.


� SDR= Special Drawing Rights, a basket of currencies which consists  of US$, Yen, Sterling Pund and Euro.


� FDI= Foreign Direct Investment


� Radio Frequency IDentification (RFID) is an � HYPERLINK "http://en.wikipedia.org/wiki/Automated_identification_and_data_capture" \o "Automated identification and data capture" �automatic identification� method, relying on storing and remotely retrieving data using devices called RFID tags or � HYPERLINK "http://en.wikipedia.org/wiki/Transponder" \o "Transponder" �transponders� (Wikipedia, 2005).


� A cost-based network for Wal-Mart’s suppliers.


� Pacific Resources Export Limited


� All China federation of trade unions
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