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Abstract

Having achieved nearly complete coverage of nomiurbarkets, mega-retailer Wal-
Mart has turned its attention to urban expansiéwaluations of Wal-Mart’s impact on
urban retail businesses and on local employmentegessary to inform policy makers,
scholars, and community activists looking to img@@conomic opportunities for inner-
city residents. With one store already within titg kmits of Los Angeles, Wal-Mart
opened its second urban location on Chicago’s \Bel& in September 2006. We use
longitudinal data collected from surveys of locakimess, additional data purchased from
Dun and Bradstreet, and zip code level sales textdaneasure the effects of this urban
Wal-Mart during its first year of operation. Whibur research will continue and track
effects during Wal-Mart’s second year of operatom preliminary analyses show a
small yet statistically significant relationshiptiveen a store’s distance from Wal-Mart
and its probability of going out-of-business. &®im competing SIC codes are also
more likely to go out of business. Our data alsggest that Wal-Mart displaces sales
from other stores in its zip code. In our conitiguresearch we plan to use additional
data sources and another year of survey datatifydlaese preliminary results.
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Introduction

Since opening its first store in Bentonville, Arkas in 1962, Wal-Mart Stores Inc. has
expanded to more than 3,400 Wal-Mart stores andS&ab's Clubs domestically and has
become the largest retailer and private employénerJ.S. (Basker, 2007). Wal-Mart
expanded in concentric circles from its Bentonwillé through rural, small town, and

then suburban and small city areas of the southralesoutheast, northeast and finally
western regions of the U.S. Wal-Mart has achievestly complete coverage of these
non-urban markets. Consequently, large innerasiéas represent Wal-Mart’s last

frontier for virgin expansion in the U.S., and ttampany has embarked on an aggressive
effort in this direction.

However, Wal-Mart's big city urban expansion pléwase roused strong local political
opposition. As of October 2007, there were only bigecity Wal-Mart’'s among the
three largest cities, one in Los Angeles and or@hicago (Wal-Mart Store Locator,
2008). New York City has not yet allowed any Wal#igtores within its city limits
(Jones 2007)These economic policy debates have centered ofM&Els impact on
local jobs and wages, as well as consumer pricesammunity retail development
needs.

Evaluations of the community development impadhefnext phase of the company’s
continued expansion are necessary to inform effridecision makers and community
activists to respond to Wal-Mart's employment ameeistment policies. So far as we
know, this is the first empirical study of the Ibeaonomic impact of a Wal-Mart in a
large city. As such its conclusions should be higklevant for scholars, public officials
and community activists seeking to understand aoeswchoices and improve economic
opportunity for inner city residents.

Existing Studies of Wal-Mart’'s Economic Developmentmpact

Kenneth Stone published the earliest and mosttdtadies of Wal-Mart’s impact on
local economic development (1998, 1993Alsing local retail sales tax data, Stone
evaluated the impact of Wal-Mart’'s growth in sntalvns in lowa between 1983 and
1993. Breaking the data down by two-digit SIC ¢dsi®ne computed “pull factors”
(PF) equal to “per capita sales for a communityiakd by “per capita sales for the
state” in current dollars for different communiteesd industries. He measured
percentage changes in these pull factors overrafaéive to a base year — one year
before the Wal-Mart opened.

Stone’s results show clear evidence of a very llvgalized and specialized Wal-Mart
impact causing: a) PF declines in all non-Generatdlandise sectors except for Home
Furnishings and Eat and Drink in Wal-Mart townsgbherally larger PF declines in all
retail categories with the exception of “Food” (1sotd by Wal-Mart during this period)
in non-Wal-Mart towns, c) Across all categoriesiva year 6.0% increase in the PF for

! Stone’s well-known simple and direct analysisasincluded in Basker’s (2007) otherwise
comprehensive review of the literature on the “easnd consequences of Wal-Mart’'s growth”.



total sales in Wal-Mart towns versus a -10.4% decih Non-Wal-Mart towns, d) Larger
market share losses for non-Wal-Mart towns thaeweéthin 20 miles of Wal-Mart

towns than for non-Wal-Mart towns that were fartaemy, ) An estimated 23% decline
in the number of retail stores in lowa, based ond3Bes by store category and average
sales per store by retail category in 19g®d f) In addition to this large substitution
effect, an overall decline in the value of retailes, over the 1983 to 1993 period in lowa.

Stone has generalized his work to rural commun(ti®87) and shown similar results for
Wal-Mart Supercenters in Mississippi (Stone, Amnd dMyles 2002). Other regional
studies of Wal-Mart’s impact (all looking at rualeas) have come to similar conclusions
(see citations in Neumark, Zhang and Ciccarell20,72.

One critique made of Stone’s work, and other sintggional studies, is that the “before
and after” methodology employed does not take ptesssindogeneity of the location and
timing of Wal-Mart store openings into account (Neuk, Zhang and Ciccarella, 2007,
Basker, 2007). However, this criticism ignores $pecialized “general merchandise” and
“department store” impact captured in Stone’s stugitone’s results show that Wal-Mart
stores in rural areas gain market share at thensepef both other in-town stores and
nearby (up to 20 miles away in rural lowa) ret&lres. This results in large market
share losses for other stores and a large reductithe number of retail outlets overall.

If the large PF increases found in “Wal-Mart towasit the large declines in “non-Wal-
Mart towns” were the result of a very successful'Wart site selection process that
targeted fast growing retail markets, there itelittason to believe high relative growth
rates would be confined to the general mercharatigedepartment store categories.

In contrast, recent econometric studies using natilevel data over a 20 to 30 year time
period have had mixed results. Some studies coradd Stone’s analysis by showing
retail employment and payroll losses in countiegrgta Wal-Mart opened relative to
counties with no Wal-Mart (Neumark, Zhang and Cietta, 2007 and Dube and
Wertheim, 2005), but others show retail and whdéesenployment gains in these
counties (Basker, 2005) All of these studies use time-series and spatigriession with
an “instrumental variable” that attempts to confoslthe impact of the possible
endogenous site selection effect discussed above.

Two studies done by Neumark, Zhang and Ciccar2087) and Dube and Wertheim
(2005) exploit the pattern of Wal-Mart’s spatiapaxsion to construct their instrumental
variable. Neumark, Zhang and Ciccarella (2007 yestie that each new Wal-Mart store
reduces county-level retail employment by about @wbékers so that each Wal-Mart
worker replaces about 1.4 non-Wal-Mart retail woskeln addition, they estimate that a
new Wal-Mart reduces county-level retail earnings(8%. Dube and Wertheim (2005)
find that in urban counties with a Wal-Mart, thegeabill for workers in the general
merchandise and grocery sectors declines by 1.3%reas the wage bill in rural (non-
MSA) counties with a Wal-Mart does not change.

2 Calculated from Table 4, p. 68 (Stone, 1995).
% Sobel and Dean’s (2007) recent study finds tmatsfithat, after controlling for other variables, &tStes
with more Wal-Marts did not have a smaller or lpasfitable small business sector.



In another study, Basker (2005) finds that the nemdb retail jobs in a county with a
Wal-Mart store increases by 50 after five yearsydaer, this is partially offset by a 30
worker wholesale job decline in these counties tiversame period. Basker (2005) uses
planned Wal-Mart opening dates as an instrumeit@bple for the timing of Wal-Mart
openings in her estimations and drops small artdrgally declining counties from her
sample to control site location selection bias. &es not find a statistically significant
effect in counties that are adjacent to Wal-Marrdes.

In a more recent survey article, Basker (2007) lggks Wal-Mart's efficiency gains,
noting that the McKinsey Global Institute estimaie@001 that Wal-Mart's real value
added per worker was more than 40% higher tharofr@her General Merchandise
retailers. This is consistent with Neumark, Zhang Ciccarella’s (2007) finding that
every Wal-Mart worker replaces at least 1.4 non-Watt retail workers. Basker’s
(2005) econometric results showing employment gd&iasever, appear inconsistent
with the McKinsey study. This finding may be dueB@asker’s elimination of small and
declining counties from her sample and her chofdestrumental variabfe

Dube and Wertheim’s (2005) results are also cogrsistith Stone’s (1988, 1995)
findings that the job loss and total wage bill deelas a result of Wal-Mart’s efficiency
gains, but low hourly wages (as opposed to totgenll) are more likely to occur
within an urban county. This is because in mosgsgly developed business centers
located within rural counties, Wal-Mart’s increagedneral Merchandise and Grocery
Store employment (when Super Wal-Matrts selling gres are included) may increase
within county retail employment at the expense of job lossas fother store closures,
many of which may occur in adjacent counties.

In this context, it should be pointed out that Whst only sells retail commodities, thus
evaluations of the welfare impact of Wal-Mart's malewage and price effects cannot be
based on simple comparisons of wage and price tiedsc Direct comparisons of wage
and price reduction estimates such as those maBadker (2007) can be misleading if
they do not take other rising costs such as health, education, housing, and costs of
other consumer goods such as cars and gas, irdarado assessing actual “real” wage
increase or decrease.

The Chicago Wal-Mart Study
In the spring of 2004, Wal-Mart submitted zoninglégations to locate stores in two

different Chicago neighborhoods. After a numbehighly contentious Zoning Board
and City Council meetings, Wal-Mart was given apptdor a store on Chicago’s West

* It is unclear why “planned” opening dates sholddaby less correlated with retail market (and
employment) growth than “actual” opening dates. Wasked how a more efficient company could
increase retail employment at a recent presentation of Val-Mart research (4/11/2008 at UIC), Basker
acknowledged that there could well have been ni@e bff-setting retail job loss in adjacent cousitie
which her data (in Basker, 2005) was not good ehaagick up.



Side® This controversial decision was followed by afogfto enact a “big box living
wage” ordinance in Chicago that would require Walsand other large retailers to pay
a “living wage” and provide health benefits (BaimaA06). The Big Box Living Wage
Ordinance was passed by City Council but provokbdaed debate and led to the first
Mayoral veto in 17 years. The new Wal-Mart opeatthe end of September 2006. It is
unclear at this time whether any future Wal-Marté e opening in Chicago.

The goal of our study is to evaluate the local ewymlent, commercial property value,
wage, and sales impact of a Wal-Mart store in aeritity area. In an urban context,
unlike a rural or suburban setting, a Wal-Mart stioas limited ability to attract
customers from outside the political jurisdictioheve it is located because there are
many other alternative retailers located in theesagmsdiction. In this context, much of
the retail spending going to a Wal-Mart store nraptace spending that would have
otherwise gone to stores in the city.

A Wal-Mart store has a higher sales-to-employeie than the smaller stores whose
customers it attracts. This means that it will emggewer workers to sell merchandise
that would otherwise be sold by less efficientesorThe result is that, if all else is equal,
a Wal-Mart shouldeduce retail employment.

Methodology

In order to study the effect of Wal-Mart on economactivity in the West Side
neighborhood where it is located, we gathered basélpre-Wal-Mart”) information

and are now attempting to measure post-Wal-Mamgésiin activity over time. We
attribute changes in economic activity to Wal-Magtesence by comparing (1) pre-Wal-
Mart activity and trends to post-Wal-Mart activapd trends, (2) changes in activity near
Wal-Mart to changes further away and (3) changgsaduct lines that directly compete
with Wal-Mart to those that do not. We use a \gred data to make these comparisons.

Survey Data
We obtained our main source of data about busiaetssty in the neighborhood of the

new Wal-Mart store by conducting a series of pheureeys of local busines$esUsing
geographically coded MSN Yellow Pages listingsrégail stores, we assembled a list of

® The exact location of the store is 4650 W. Nortke AChicago IL 60639

®we originally considered conducting a quasi-experital study, to compare the West Side Wal-Mart
neighborhood to a similar Chicago neighborhood eutre Wal-Mart. After an intensive effort to fimd
“control” region within the City of Chicago, we ccoinded that no other area of the city could sesvara
appropriate control, because no otaera had experienced such a large recent declie¢aih and overall
employment in recent years. We therefore eledeulitvey a larger “target” area as than we hadraily
anticipated. This methodological change was baseghca judgment that spatial regression technithags
attempt to capture patterns of employment, propealye, wage, and price, change as distance frem th
Wal-Mart increases, would better control for Walitaeffects than a survey of a completely diffdéren
area in the city.



all businesses in the major retail categories¢batpete with Wal-Mart. Our target area
covered businesses within a three-mile radius of M&at, roughly bounded by Irving
Park Avenue to the north, Western Avenue on the Ba®sevelt Avenue on the south,
and Harlem Avenue on the west. From March thrdatghAugust 2006, we
implemented our telephone survey and were ablét@imobaseline (pre-Wal-Mart
opening) data on the number of hours worked by osvaed employees, number of
employees, starting and average wages, whethefitsesre offered, and some prices.

In early summer 2006, we began supplementing con@Isurveys with on-site visits to
stores in the West Side neighborhood that hadesptanded by telephone. We
particularly concentrated on stores in the “Wastungsquare Mall” located only one
block away from the new Wal-Mart. At the very ledlese in-person visits allowed us
to collect price data even if businesses did ngpaad to our other questions. In an effort
to get a wider array of stores and more pricingrimiation we also expanded our original
sample of general merchandise store, discount,sipparel stores, drug stores, and
hardware stores, to include baby and infant st@lesfronic stores, toy stores, shoe
stores, and office supply stores. By the end offiostr survey period, we obtained 191
unique completed surveys.

Beginning in March 2007, we re-surveyed those sttitat completed surveys in 2006.
Again these were mostly telephone surveys, invglvinultiple calls to the same store
until someone answered or explicitly asked nota@dntacted again, followed by a few
site visits. This second wave of surveying camgihthrough early November 2007,
when surveying was discontinued to avoid the patydistortionary effects of holiday
seasonal employmentOur third wave of data collection began in Mag€l98.

Other Sources of Information about Wal-Mart’'s Impact

1. Sales tax data by zip code

We obtained zip code-level data on taxable saten the lllinois Department of

Revenue (IDOR) by quarter from the first calendaarter of 2000 through the third
quarter of 2007. The dataset included the zip aodéich Wal-Matrt is located, 60639,
and nine surrounding zip codes. We analyze thatetd determine whether Wal-Mart
has increased taxable sales in its own zip cot@®suppressed taxable sales in nearby
Zip codes.

2. Dun & Bradstreet data

We purchased data from Dun & Bradstreet that iredudhriables for basic company
information (location, type of business, ownersstipicture, etc.), sales volume,
employment, and year of business origin for atitdiusinesses within a roughly three
mile radius of the Wal-Mart store. We currentlybdhese data from December 2005
and December 2007.

3. Employment data from lllinois Department of Emphent Services (IDES). Through
its operation of the state’s unemployment compemsatystem, the IDES collects



detailed data about employment, total earningsodiner aspects of firm operation at the
establishment level. The IDES publishes some aggiens of data about total
employment by zip code and industry for March aflegear. We are constructing a data
set of employment by firms in the Wal-Mart neighttmod based on this publicly
released data and have formally requested additamugegations of the data that would
provide more geographic and chronological spetyfitom IDES. In future research we
will report our analyses of these data.

4. We also attempted a qualitative study of WaltMamall “Jobs and Opportunity
Zones” program which was designed to aid area ssas. Our research and findings
about this program are discussed in the Appendix 1.

Preliminary Findings

A. Survey Data
Response Rate and 2007 sample

We had a total of 503 retail businesses in ourimaid'universe.” In our first round of
calling in 2006 (baseline data collection), we ctetgrl surveys of 191 unique businesses
for a response rate of about 38 percent. Deseeififormation about some our findings
from the first survey are contained in Table 1.

On average the firms we surveyed in 2006 had ab@eimployees and paid a wage of
$8.10 per hour. Fifty-six of the firms reportedesing health care coverage to their
employees. More than half were owned by Chicagaadsslightly less than half had
dispersed ownership. Many of the businesses hagmwhat worked directly in the
store for many hours (an average of almost 49) eedk. Many of the businesses had
women or minority owners.

As part of our survey, we asked each respondinméess about the price at which it sold
58 precisely identified goods Many of the business sold only a small fractdthe

goods we asked about—on average businesses talibusthe prices of two goods. For
each of the goods we calculated the mean pricendiyeesponding businesses. We then
constructed a price index for each business fdn gaod by dividing the price the
business reported for a specific good by the meiae peported for that good. We then
averaged the indices for each business to geta prilex for each business. In 2006 the
average price index for all businesses in the suwes 1.17. We also asked in which
product lines each business operated. All busasessour survey had product lines that
overlapped with Wal-Mart’s product lines. Many messes carried multiple product
lines — among the most popular were apparel (48epé¢y and drugs (30 percent). We
also geo-coded the location of all the stores msample and measured the distance
from each business to Wal-Mart. Businesses rafrgetas little as one-tenth of a mile
from Wal-Mart to as far as 9.4 miles from Wal-Muaitith the average business about two
and one-half miles from Wal-Mart.

" Examples include a white adult-size tee shirtelex 175 count tissues, basketball, etc.
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In our 2007 survey, we were able to complete repaateys for 107 of the original 191
businesses, for a 2007 repeat-survey responsefrab®ut 56 percent. As shown in
Table 2, about one-third (32 percent) of the bussee we originally surveyed refused to
participate a second time. In addition we conclindg 23 businesses went out-of-
business sometime between our 2006 survey and0@ar furvey attempt. These
included nine businesses that had disconnectedepiambers, six businesses that had
become different stores since 2006, and eight leasas that completed surveys in 2006
but that we were unable to contact despite mangaten attempts in 2007.

Table 3 contains some summary statistics abouhbsses that responded to both the
2006 and 2007 surveys. On average, these busieadeabout 14 employees and had
one-tenth more employees in 2007 than they ha@®%.2 The firms paid an average
wage of $8.48 per hour, which was about five pdrbagher than the average wage they
reported in the 2006 survey. Thirty-five of thefi#®s that responded to the 2007 survey
reported that they offered their employees healthiance. The price index of the firms
in the 2007 survey was nearly twice as high aptlee index of those firms in the 2006
survey.

Figure 1 plots the location of the 191 busineskasresponded to our 2006 survey
relative to Wal-Mart and identifies those that weut-of-businesses between 2006 and
2007. Table 4 presents similar evidence in tatfolan. Although there is some

variance in the rate at which firms went out-ofibess across quadrants—from a high of
17.1 percent in the southeast quadrant to a ldvpercent in the northwest—the
differences are not statistically significant.

Table 5 reports on a number of regression spetidita that test the hypothesis that
proximity to Wal-Mart influences the probabilitycampeting business will fail. Column
one reports the results of a simple ordinary Isegaares regression of distance to Wal-
Mart (in miles) on a dummy variable that equals ditlee respondent business closed
between our 2006 and 2007 surveys. The negatiyaignificant coefficient indicates
that each one mile increase in distance to Wal-kéaiticed the probability of closing by
about three percent. Columns (2) through (5) teposlightly more elaborate versions
of the test. All of these regressions use a praltiter than linear functional form to
constrain the predicted probability to be betweero zand one. Column (2) replicates the
column (1) result for the probit functional forr@olumn (3) adds a control variable for
the level of employment in 2006. The coefficienttbis variable is surprisingly positive
and significant indicating that larger businesgesnaore likely to close than small
businesses. However, the distance coefficientrhesansignificant when we control for
the level of employment in 2006. Column (4) in@sdhe price index in 2006 which is
insignificant and also causes distance to be imfsignt. Column (5) includes both price
and employment as well as distance to Wal-Martstddice and price then become
insignificant but employment has a more intuitiegative (and significant) sign.

Table 6 reports on two additional regressions wépendent variables that measure the
change in employment and wages in stores that nelggoto both our 2006 and 2007
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surveys. Distance to Wal-Mart was not significatbrrelated with either of these
variables in our data.

Summary:

In our data we find weak and non-robust evidenag phoximity to Wal-Mart may have
an influence on the probability that businessesedaduring the first year of Wal-Mart’'s
operation. With this limited and preliminary ewge we are hesitant to draw any strong
conclusions about Wal-Mart’s short-term effect ocdl economic activity. We hope to
have more definitive findings after we completdiad round of data collection
measuring conditions two years after Wal-Mart’sropg.

IDOR Sales Tax Data

We obtained quarterly data about taxable salesdoh of the ten zip codes mapped in
figure 2 from calendar quarter 1 of 2000 througdlemdar quarter 3 of 2007. As noted on
the map, the Wal-Mart store lies in zip code 6039 across the border from zip code
60651. Figure 3 shows taxable sales by zip cgdgubrter and year. The graphs show
that Wal-Mart’s zip code (60639) had more taxablesthan eight of the nine
surrounding zip codes and was growing faster thast of them. In 2005, that zip code
had taxable sales of about $743 million. We doheate data on the annual sales of the
Chicago Wal-Mart, but we do know that, accordingne source (Wikinvest 2008), in
2005 US sales by Wal-Mart averaged $438 per sdqoateSince Chicago’s Wal-Mart is
142,000 square feet (Jones 2008), we would extsesaies to be about to be about $61
million dollars, or about eight percent of the salethe zip code.

Table 7 reports the results of some simple regrasghat attempt to measure the impact
of Wal-Mart’s opening on total sales in zip cod&89. In these regressions the
dependent variable is the natural log of city stdesevenue (one percent of taxable
sales). In model one and two the sample is réstiito the period prior to Wal-Mart’s
opening in the third quarter of 2006. Independ@niables in model 1 include dummy
variables for each quarter and a zip code speaifeccept and a variable that denotes the
year. The coefficients on the quarter dummies sti@awsales are highest in the second
and fourth quarters and somewhat lower in the thimd (omitted) first quarter. The
coefficient on year implies that, all else equaésarew at about 1.9% per year. The
model explains 97 percent of the variation in sal@®ss zip codes over time. Model 2
generalizes the specification by including varialieat interact between zip code and
year so that each zip code is allowed to havewts @ate of growth over time. The
excluded zip code is 60639 where Wal-Matrt is lodate that the coefficient on year can
be interpreted as the yearly growth in sales ihzlppcode—this is 7.7 percent.

Model three uses data from the entire period (§jtstrter 2000 through third quarter
2007) and includes a variable that equals 1 inMa&Mart zip code in the period after it
opened (third quarter of 2006 and first three aqgrarbf 2007) and zero otherwise. This
“Wal-Mart dummy” should reflect any jump in salesthis zip code after Wal-Mart
opened. Based on our earlier calculations, we hagpect the coefficient on the Wal-
Mart dummy to be between 8 percent (i.e. 0.08)Ma@il-Mart did not displace any other
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sales in the zip code) and zero (if all of Wal-Madales came from its home zip code).
A 95 percent confidence interval on the estimatezffient; however, ranges from -
0.00316% to .00416%, meaning we cannot reject ypethesis that Wal-Mart had no
effect on total sales in its zip code. This resuiljht be explained by the Chicago Wal-
Mart having lower than expected sales or by WaliMates displacing other sales within
the zip code.

Table 8 reports on more general regressions tleav @ach zip code to have its own
Wal-Mart dummy and thus does not impose the assamfitat Wal-Mart had no impact
on sales in surrounding zip codes. The regressiported in column 1 uses all of the
data. In this regression only zip code 60302 wisddjacent to and southwest of Wal-
Mart’s zip code has a significant negative Wal-Martnmy. Three zip codes all
relatively distant from Wal-Mart have counter-initve positive and significant
coefficients.

We reran the same regression excluding data frd,28001 and 2002 to abstract from
the recession that hit the nation (and the aregipbeng in early 2001. These results are
reported in column 2. When we do this the adjusteguare rises slightly and the
adjusted coefficients on five zip codes’ Wal-Maunhtimies are negative and significant
while none are positive and significant. The negatoefficient on the Wal-Mart

dummy for the home zip code is a bit puzzling (sim@ would expect sales to rise in this
zip code) but the negative coefficients on the Wak dummy for zip codes 60651 and
60302 suggest that some of Wal-Mart’s sales contfeeag¢xpense of adjacent zip codes.

The regressions in columns 3 and 4 further trimstnaple by excluding observations
from 2003 and 2004, respectively. When this iseditre coefficient on the Wal-Mart
dummy in the home zip code falls to zero whilerlegative coefficient on zip code
60651 remains statistically significant.

Summary: Our analyses of data on taxable saldg&iRMart’'s home and adjacent zip
codes are consistent with the hypothesis that Waatt§sales displace a significant
amount of sales from its home zip code. Thereisesevidence that Wal-Mart's sales
also reduce sales in some adjacent zip codeshiswffect seems to be small and
inconsistent.

Dun and Bradstreet Data

As discussed above, we purchased data from DuBeaustreet to supplement our
survey data. Dun and Bradstreet (D&B) data prowvigigsic information about each
establishment’s location, line of business, nundfeamployees and sales and is reputed
to cover the universe of businesses in a givenrggbical area. In our conversations
with vendors, we were told that D&B updates thedfibn a monthly basis but, as we
discuss below, we have reason to believe that tingdates may not always take place or
may be quite cursory in some cases. We extracgdsl @ata for December 2005 (about
9 months before the Wal-Mart store opened) and mbee 2007 (about 15 months after
the store opened). We extracted data on all fetaiinesses (1 digit SIC code 5) within a
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three mile radius of zip codes 60639 and 60651\(fh&Mart sits on the border of these
two zip codes).

According to the D&B data we received, Wal-Mart ages in the SIC code for
department stores (5311) and has 400 employeds Whal-Mart establishment was
excluded from other calculations using the D&B da#acording to the D&B data, there
were twelve stores within five miles employing 138®ple in the 5311 SIC code in
December of 2005, which indicates that Wal-Martegence was a very significant
factor in this industry and neighborhood.

Every firm in the D&B data has a primary four-di§ilC code which describes the main
products sold in the establishment. We examinesgdltodes and designated each
establishment as selling a product that either @etpor did not compete with Wal-
Mart®. Of course, there were many establishments teet wot in Wal-Mart's four-digit
SIC code but competed in one or more of Wal-Mastduct lines. Based on the D&B
data there were 175 establishments employing 96pl@¢hat competed with Wal-Mart
within one mile of the store’s location in DecemB805. There were an additional 478
establishments employing 2715 people within twaesdf Wal-Mart. Thus, Wal-Mart
was clearly an important presence in this neighbodrand market but perhaps not so
large that it threatened to completely transformrtrarket place.

We divided the businesses in the D&B data intoglgeups: those that appeared in the
2005 data but not in the 2007 data, those thataapden the 2007 data but not in the
2005 data, those that appeared in both the 2002@0id data. We extracted a random
sample of 20 businesses that appeared in the 26@%dt not the 2007 data and
attempted to contact them using the name and s&ldriormation provided by the 2005
D&B data. We found that at least five of theseibesses were still operating in
February 2008 despite the fact that they did npeapin our December 2007 extraction
of D&B data. We also extracted a random sampR0dbfusinesses that appeared in both
the 2005 and 2007 D&B data and attempted to corttaatn using the name and address
information provided by the 2007 data. In Februafr2008 we found that only 11 of the
20 businesses in this sample were open and opgratiater the name given in the D&B
data. Three of the businesses were operatingimiéar line of business but under a
different name than that given in the D&B data.spite repeated phone calls we could
find no evidence that the other six businesses wgeeating at all.

We also attempted to compare sales in 2005 to saR307 for businesses that appeared
in both data sets but found that, for the vast nitgjof establishments, there was no
change in sales. Since it is very unlikely thatwaal sales in 2005 would be exactly the
same as annual sales in 2007, we conclude thatr €&®&B did not ask about sales for

8 Examples of competing SIC codes include Departrsmes (5311), Men's and Boys' Clothing and
Accessory Stores (5611), Furniture Stores (57EXamples of non-competing SIC codes include Lumber
and Other Building Materials Dealers (5211), ReBaikeries (5461), Motor Vehicle Dealers (New and
Used) (5511), Musical Instrument Stores (5736). d&gignated Eating and Drinking Places (5812) as
non-competing even though the Wal-Mart store daesd a fast food restaurant on the theory that this
establishment was likely to draw little businesmrrnearby restaurants.
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these establishments or that D&B conducted a owlyrsory investigation (e.g. they said,
“Are sales still X?"). Sales amounts differed oy 214 of the 2,070 establishments
found in both the 2005 and 2007 data.

Based on these analyses we concluded that the R&Brday provide less than perfect
indicators of Wal-Mart's impact on economic actim that neighborhood. However,
while the D&B data surely measure economic actiwiith error we have no evidence
that they provide a biased estimate of Wal-Marffea. We therefore provide a
summary of our findings using this data here andplete analyses of the data in
Appendix 2.

Using the D&B data, we find additional evidencettpximity to Wal-Mart may have
increased the probability that a businesses cldadadg the first year of Wal-Mart’s
operation. This evidence is consistent with andact, stronger than the results from our
own survey. We also find some evidence that biragn SIC code that directly
competes with Wal-Mart increased the probabiliigt threa businesses failed.

Summary and Conclusion

Thus far, our study of Chicago’s West Side Wal-Mws$ provided preliminary evidence
that, in an urban setting, proximity to Wal-Martissociated with a higher probability of
going out of business for local retail establishteerin addition, we have some evidence
that the West Side Wal-Mart has replaced sales ft®wwn and neighboring zip codes.
All of these findings, however, show only a sméféet.

Our first two years of survey data produced siatiflyy weak and inconsistent results
linking distance to Wal-Mart with likelihood of gug out of business during Wal-Mart’s
first year of operation. However, our second wohsurveys began only six months
after Wal-Mart’s opening so that we capture onlgrsinun effects. Our third round of
surveys began in March 2008 and should produce defieitive evidence about Wal-
Mart’s long-run effects. In addition to the swyyae plan to complete anywhere from
20-40 more in-depth semi-structured qualitativemiews with the owners or managers
of stores in our sample. This qualitative datd pribvide us with additional insight into
Wal-Mart's impact and local stores’ coping straésgi

Data from Dun and Bradstreet corroborates our susults and provides even stronger
evidence of a link between proximity to Wal-Martdahe probability of going out-of-
business. The Dun and Bradstreet data also sisgtes being in an SIC code that
directly competes with Wal-Mart increases a busisggrobability of going out-of-
business.

Sales tax data from the lllinois Department of Rexesuggest that Wal-Mart’s sales
displace sales from businesses within the sameadp. However, our findings with this
data showed small and inconsistent effects, soanaat at this time say definitively that
Wal-Mart caused a reduction in sales in adjacgntades.
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We have not yet fully explored Wal-Mart’s impact logal employment. Is the Wal-
Mart adding to the overall number of jobs in theaarsimply replacing other forms of
local employment, or actually contributing to arewall decline in the number of jobs?
Neumark, Zhang, and Ciccarella (2007) found thatgWal-Mart worker replaces at
least 1.4 non-Wal-Mart workers. In our continunegearch we will use data from the
lllinois Department of Employment Security (IDE®)gerform similar calculations in
order to determine whether these results also apgy urban setting.

Our report on the first year impacts of an urban-Wart are necessarily tentative, and
highlight the need for additional research to datee Wal-Mart’'s impact on nearby
businesses in Chicago. However, our work dematestithat, even in its first year of
operation, Wal-Mart is indeed changing the landsaapChicago’s West Side business
community.
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Appendix 1
Jobs and Opportunity Zones

On April 2006, Wal-Mart CEO, Lee Scott, announdeat the new Wal-Mart store in the
West Side of Chicago would be the first of tenssteadopt an initiative called “Jobs and
Opportunity Zones”. According to the original aktién Wal-Mart’s website (Wal-Mart
Stores, 2006) this initiative was designed to hlegpeconomy in poor neighborhoods
thrive by accomplishing several things. First, tigh the “Small Business Spotlight”,

five small local businesses would be chosen eaahteuto be featured in advertisements
in both local newspapers and Wal-Mart’s in-stodioanetwork. Business owners would
receive a “Wal-Mart Trend Report” and would be ablattend seminars held by Wal-
Mart’s Business Development Team on how to thrivid & Wal-Mart nearby
(ReclaimingDemocracy.org, 2008). Finally, a grain$800,000 would be donated to
different local chambers of commerce and Wal-Mavtild work with them to create
effective programs for the funds.

After Mr. Scott’s first announcement, Wal-Mart raéed very little information about the
Jobs and Opportunity Zones Initiative. We made iss\adtempts to contact Daphne
Davis-Moore, Wal-Mart's Community Affairs Managand Camille Lilly, President of
the Austin Chamber of Commerce through telephotige, @mails, and formal letters to
find more information. However, we were unabl@kbtain even basic information
beyond the list of businesses chosen for the “SBuadiness Spotlight”.

According to a Chicago Tribune article, the llliadiispanic Chamber of Commerce
(IHCC) received $75,000 out of the grant Wal-Matg (Jones, 2007). Omar Duque,
president/CEO of the IHCC, commented during a photesview that the projects they
were working on in relation to Wal-Mart focusedtaking advantage of the higher

traffic of customers going through the area dué/ed-Mart’s presence. He was unable to
describe a specific program or project implementgd the Wal-Mart grant since he had
not been directly involved. We are currently in girecess of trying to contact someone
at IHCC who can provide more information.

Representatives from two of the five original besises chosen to be part of the “Small
Business Spotlight” program also were contacteghione interviews both Curlie
Anderson from Curlie’s Bakery and Norman Delrahmoni B & S Hardware, Anderson
and Delrahim confirmed that Wal-Mart published &atgtheir businesses in local
newspapers, but neither was able to confirm trexetiwvere radio ads in Wal-Mart’'s
network. Neither attended a seminar on how to ¢hwith a Wal-Mart nearby, and
Delrahim added that Wal-Mart was no longer plannmgold seminars. Curlie Anderson

° The original figure given in the article that fiennounced the initiative on Wal-Mart’s websitegW

Mart Stores, April 2006) was $500,000, but nine therater the figure had dropped to $300,000 (MnCai
2007) and Wal-Mart's original press release wadonger available on its website. The press release
still be found in the Reclaiming Democracy website
http://reclaimdemocracy.org/walmart/2006/opportynitones.php.

17



reported feeling disappointed at the results amd] $&his initiative was pretty much a
failure.” Anderson believed however, that Wal-Ma#s not to blame for this failure
since they did their part. Rather, Anderson blathedocal chambers of commerce for
taking Wal-Mart’s money but not using it to hel@tsmall businesses. The local
chambers of commerce offered Anderson and Delranimpportunity to use Wal-Mart
funds to hire high school students, but both bissirvners turned down the offer since
they needed more skilled workers (Jones, 2007).

JMX Media Group is one of the five businesses wWere chosen for the second quarter
of 2007 for the ‘Small Business Spotlight’ progrédones, 2007). In a telephone
interview, the owner of this business, Sid Danisiated that he saw ads for his business
in the newspaper and heard them on the radio. kevbd the seminars were held, but he
was unable to attend. Like the other business ayherdid not work with any of the

local chambers of commerce.

Several attempts have been made to contact thetbtiee businesses from original five
chosen for the “Small Business Spotlight”. Thepélene number available for
Dandridge Hardware Center has been disconnectedndimber for Dreambags works
but there has been no response from them sindeshattempt to contact them on
September 2007. Finally, Active Auto Parts owneri€Rrayer has not been available to
answer our questions and has repeatedly askedcadl tmack.
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Appendix 2
Analyses of D&B data

This appendix reports on our analyses of the D&B.d&s we acknowledge in the text
this data appears to suffer from (sometimes seveeasurement error but we know of no
reason that it should bias our results.

In our analyses we assume that businesses thatrappa the 2007 data but not the 2005
data were new businesses started after DecemR&0&f Table A2.1 shows a cross-
tabulation of business status (out-of-business, Imgsiness, existing business) by two-
digit SIC code. There were 3378 (1308+2070) estlatvients in the 2005 data. Overall,
in this neighborhood, 1308 firms went out-of-buss&hile only 697 new businesses
were started and 2,070 businesses were contindings, business existence is clearly
very transitory in this neighborhood—about one afithree businesses in the 2005
survey was not in the 2007 survey. While thesoime variance across SIC codes it is
clear that all business lines are quite unstableeast 24 percent of each column have
gone out-of-business.

Table A2.2 shows basic descriptive statistics atioaifirms in our D&B data. We have
some data on sales and employment for the vastrityapd establishments in the 2005
data. In 2005 the average firm had almost eighileyees and sales of more than
$430,000, but the standard deviation on both nuswes very large. Sales and
employment were similar in 2007. The average kassinn the 2005 survey reported that
it was 15 years old, which seems hard to recomaile the very rapid rate of business
turnover found in the data. As shown in table A@bbut 17 percent of the business were
new in 2007 and about 32 percent of the 2005 baseasewere out-of-business by 2007.
Sales amounts differed for only 214 of the 2,0#@dshments found in both the 2005
and 2007 data. For establishments where the Bgigss differed between the two
years, we calculated the percentage change in gmplat and sales. In both cases we
see a substantial decline—sales fell by almostetégmt and employment declined
almost eight percent.

Table A2.3 shows business status by compete/nompetnstatus. One might imagine
that establishments that sold a competitive prottug¥al-Mart would be more likely to
go out-of-business than those that did not. Thedata, however, shows no evidence
that this is true—38 percent (538/(538+862)) ofriba-competing establishments in the
2005 data were out-of-business by 2007. An alndesitical percentage (39 percent) of
the competing establishments were out-of-busin8gsilarly, in both non-competitive
and competitive SIC codes the number of new busesewas equal to about 20 percent
of businesses in the 2005 sample. Thus, the réavodatain little evidencthat the Wal-
Mart store either hastened business failure oretblwusiness formation in competitive
SIC codes.

In parallel with out survey data we examined theggaphic distribution of businesses
relative to the new Wal-Mart store (Table A2.4)eady 70 percent of new businesses
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formed north of Wal-Mart. This was approximatetportional to the share of
continuing and out-of-business establishmentseri&B data.

In table A2.5A we report results of regressionreates analogous to those reported in
Table 5 but using D&B rather than survey data.imAsur survey data, the OLS
regression results in column (1) show that the gbdhy an establishment went out-of-
business significantly diminishes as distance td-Mit increases. This qualitative
result is maintained when we use a probit regressiecification and add a dummy
independent variable that equals 1 if the estaflesit is in a SIC code that competes
with Wal-Mart and zero otherwise. When we add rdedde that measures employment
in 2005 as well (column 4) we get three significemfficients all with intuitive signs.
The probability of an establishment going out-oibess rises with proximity to Wal-
Mart, being in a competitive SIC code and havingegieemployees in 2005. In column 5
we find that establishments with higher sales vasim 2005 and longer histories are
also less likely to go out-of-business, althougthis specification neither distance to
Wal-Mart nor being in a competitive SIC codes s&atistical significant determinant of
failure.

In table A2.5B we expand this regression by addimgmy variables for a number of
two-digit SIC codes. Distance to Wal-Mart mainsamnegative sign but is (barely)
insignificant at a 10 percent confidence lé¥%eEstablishments in several SIC codes
(apparel, furniture and miscellaneous) have a@asily high probability of failure.

We would like to know not only whether Wal-Mart ¢obuted to the failure of some
businesses but also whether it deterred new bisg#adsom forming. We cannot run a
regression analogous to those in Tables A2.5A ah8B\for new businesses since we
only know about establishments that came into ernt#—not those that might have
formed but did not. An alternative approach isvehdn Table A2.6 where we display

the share of new and existing establishments bgrtie from Wal-Mart. The two
distributions are very similar. In both casespencent of businesses are within one mile,
half of establishments are with-in about 2.3 mdad 90 percent of establishments are
within 3.7 miles of Wal-Mart. This raw data proesllittle evidence that Wal-Mart’s
existence has, thus far, discourage new businesafmn.

Tables A2.7A, A2.7B, A2.8A and A2.8B report reswdtsalogous to those in Table 6
using the D&B data. For reasons noted above, weaisample restricted to
establishments that reported different sales irR0@ and 2007 to estimate the
determinants of changes in employment and safletheke regressions, we find few
significant variables and little evidence that WWéait's presence had any effect on
employment growth or decline among establishmératsdontinued in business. We
find some counter-intuitive evidence that estalpfishts in SIC codes that compete with
Wal-Mart had more growth in sales than those tichhdt compete with Wal-Mart.
However, our sample is very limited so we attatttelimportance to this result.

191t is statistically significant at a 10.5 percennfidence level.

20



Bibliography
Anderson, Curlie. Personal Interview. January 2008.

Baiman, Ron 2006. “The Estimated Economic Impact of a ChicBgpBox Living
Wage Ordinance.Review of Radical Political Economics, 38 (3): 355-364.

Barbaro, Michael and Steven Greenhouse&007. “Wal-Mart Chief Writes Off New
York.” New York Times. 3/28/2007.
http://www.nytimes.com/2007/03/28/business/28rdtaiil

Basker, Emek 2005. “Selling a Cheaper Mousetrap: Wal-Martfeé&ifon Retail
Prices.”Journal of Urban Economics. 58(2): 203-229

Basker, Emek 2005. “Job Creation or Destruction? Labor-Maik&ects of Wal-Mart
Expansion.’Review of Economics and Statistics. 87(1): 174-183

Basker, Emek.2007. “The Causes and Consequences of Wal-Marte/B.” Journal
of Economic Perspectives, 21(3): 177-198.

Card, David and Alan B. Krueger. 1995. Myth and Measurement:The New Economics
of the Minimum WagePrinceton, NJ: Princeton University Press

Daniels, Sid Personal Interview. January 2008.
Delrahim, Norman. Personal Interview. January 2008.

Dube, Arindrajit and Steve Wertheim. 2005. “Wal-Mart and Job Quality — What Do
We Know, and Should We Care?”.
http://laborcenter.berkeley.edu/retail/walmart_jodlity.pdf.

Duque, Omar. Personal Interview. January 28, 2008.

Greenhouse, Stever2005. “Choosing Sides Over $9.68 an Hour; Parrite@ritics,
Wal-Mart Says Its Wages Must Stay Competitiveeiv York Times 5/04/2005.
http://query.nytimes.com/gst/fullpage.htmi?res=3BB581630F937A35756 COA9639C8
B63&sec=health&span

Jones, Sandra M2007. “Big City Strategy Stumbles.” Chicago Tribuetober 7,
2007.http://www.topix.net/content/trb/2007/10/big-cityrategy-stumbles

Jones, Sandra M2007.“2nd Wal-Mart in city unlikely Chicago declines request to
build on South Side.” Chicago Tribune, March 18, 2008
http://www.chicagotribune.com/business/chi-tue-weatvetter-
chathammar18,0,4095839.story

21



McCain, Dolores “Wal-Mart Launches ‘Opportunity Zones’ on the W&sde”. Austin
Weekly News January 17, 2007. January 28, 2008
<http://austinweeklynews.lupsoftware.com/
main.asp?SectionID=1&SubSectionID=1&ArticleID=104881=9696>

Mehta, Chirag, Ron Baiman, Joe Persky2004. ‘The Economic Impact of Wal-Mart:
An Assessment of the Wal-Mart Store Proposed foc&jo's West Side.” UIC Center
for Urban Economic Development.
http://www.uic.edu/cuppa/uicued/npublications/reéemal-martreport. pdf

Neumark, David, Zhang, Junfu and Ciccarella, Stephe M. 2007. "The Effects of
Wal-Mart on Local Labor Markets." IZA Discussionges No. 2545 Available at SSRN:
http://ssrn.com/abstract=958704

ReclaimingDemocracy.org “Wal-Mart CEO Lee Scott Announces ‘Wal-Mart Jasl
Opportunity Zones’ Initiative”. January 28, 2008titv/reclaimdemocracy.org/
walmart/2006/opportunity_zones.php>

Sobel, Russel S., and Andrea M. Dea007. “Has Wal-Mart Burried Mom and Pop?:
The Impact of Wal-Mart on Self-Employment and Sniadtablishment in the United
States."Economic Inquiry. http://www.blackwell-synergy.com/doi/abs/10.11 11465
7295.2007.00091.x

Stone, Kenneth E.1988. “The Effect of Wal-Mart Stores on Businesseldost Towns
and Surrounding Towns in lowa.” Department of Ecuoigs, lowa State University,
Ames, IA.http://www.econ.iastate.edu/faculty/stone/Effect@2620Walmart%20-
%201988%20paper%20scanned.pdf

Stone, Kenneth E. 1995"Impact of Wal-Mart Stores and other Mass Merdhisers in
lowa,1983-1993.Economic Development Review.
http://www.econ.iastate.edu/faculty/stone/1995 |IAMWEtudy.pdf.

Stone, Kenneth E 1995.Competing With the Retail Giants. New York: John Wiley and
Sons.

Stone, Kenneth E 1997. “Impact of the Wal-Mart Phenomenon on R@ammunities,”
Increasing Under standing of Public Problems and Policies, Farm Foundation, Oak
Brook, IL. http://www.econ.iastate.edu/faculty/stéétOyrstudy.pdf.

Stone, Kenneth E., Georgeanne Artz and Albert Myle2002.“The Economic Impact
of Wal-Mart Supercenters on Existing Businessadississippi.” Mississippi State
University Extension Service.
http://www.econ.iastate.edu/faculty/stone/MSsupetieestudy. pdf

22



Wal-Mart Store Locator. 2008.
http://www.walmart.com/storeLocator/ca storefindeRserviceName=ALL

Wal-Mart Stores. April 4, 2006 Press Release. Last accessedh@cgD07.
http://www.walmartstores.com/GlobalWMStoresWeb/gate.do?catg=589

Wikinvest Wal-Mart. http://www.wikinvest.com/stock/\Wal-
Mart Stores (WMT)accessddiarch 18, 2008.

23



Figures and Tables

Figures
Figure 1
Plot of survey firms by distance and direction talwWlart and out-of-business status
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Figure 2

Map of zip codes in the Wal-Mart area
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Figure 3

First Quarter
2007 quarter is post-Wal-Mart

o
0 O
g —
n8 8-
Z\é ﬁ —
g2g | —
c5 <
>
O UC.) o | | —
ow
Eo
T T T T
2000 2002 2004 2006 2008
Year
zipcode = 60302 — zipcode = 60304
zipcode = 60612 — zipcode = 60622
zipcode = 60624 — zipcode = 60639
zipcode = 60644 zipcode = 60647
zipcode = 60651 zipcode = 60707
Second Quarter
2007 quarter is post-Wal-Mart
o
n O
(3 ™
°
>E
<
t w— O \
T OO
—
o2
S
Eo
T T T T
2000 2002 2004 2006 2008
Year

zipcode = 60304
zipcode = 60622

zipcode = 60302
zipcode = 60612

zipcode = 60624
zipcode = 60644
zipcode = 60651

Zipcode = 60639
Zipcode = 60647
Zipcode = 60707

26



Third Quarter
2007 quarter is post-Wal-Mart
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Tables

Table 1

Descriptive statistics based on results of the
2006 survey

Number of

firms with

valid Std.
Label response Mean | Dev. Min | Max
Full time equivalent employment 122 | 10.0 14.45 111125
average wage of retail sales clerks (dollars per hour) 81| 8.10 1.99 5 16
benefits: health care coverage (yes=1) 56 1 0 1 1
primarily owned by Chicago residents or corporations
(yes=1, no=0) 182 | 0.53 0.50 0 1
ownership shares are widely dispersed (yes=1, no=0) 185 | 0.44 0.50 0 1
how many owners work in store 113 | 1.32 0.62 0 4
how many hours owners work last week 103 | 48.80 26.22 0 180
how many owners are women 109 | 0.48 0.62 0 2
how many owners are minorities 109 | 0.58 0.63 0 2
starting wage hourly employee (dollars per hour) 113 | 8.60 5.33| 5.5 50
Price index (average of ratio of observed to mean
price) 108 | 1.17 0.81 | 0.18 | 5.40
Store sells apparel (yes=1, no=0) 191 | 0.48 0.50 0 1
Store sells home furnishings (yes=1, no=0) 191 | 0.11 0.31 0 1
Store sells hardware (yes=1, no=0) 191 | 0.15 0.35 0 1
Store sells drugs (yes=1, no=0) 191 | 0.30 0.46 0 1
Store sells shoes (yes=1, no=0) 191 | 0.18 0.38 0 1
Distance to Wal-Mart (miles) 191 | 2.56 129 | 0.1] 9.43

Table 2
Frequency Table on
Response to 2007 Re-Survey
attempt
Number of

outcome of 2007 survey attempt firms Percent | Cum.
Survey completed 107 56.02 | 56.02
Refused 61 31.94 | 87.96
phone number disconnected 9 4.71 | 92.67
no response 8 4.19 | 96.86
new/changed business 6 3.14 100
Total 191 100
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Table 3

Descriptive statistics based on results of
the 2007 survey and change from 2006 to
2007
Obs | Mean | Std. Dev. Min Max
Full time equivalent employment 73| 14.16 30.30 1] 190.5
average wage of retail sales clerks (dollars per hour) 53 8.48 1.98 6 15
benefits: health care coverage (yes=1) 35 0.97 0.17 0 1
Price index (average of ratio of observed to mean
price) 93 1.12 0.89 | 0.10 5.75
Percentage change in price index 2006 to 2007 63 1.00 0.55| 0.37 4.04
Percentage change in wage 2006 to 2007 29 0.05 0.21 | -0.33 0.63
Percentage change in employment 2006 to 2007 60 0.10 0.73 | -0.57 4.00
Table 4
Status of business by quadrant
Out-of- % Out-of-
In-business | business business
2007 2007 Total | 2007

Wal-Mart Area
Quadrant
northwest 28 3 31 9.7%
northeast 55 7 62 11.3%
southeast 34 7 41 17.1%
southwest 51 6 57 10.5%
Total 168 23| 191 12.0%
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Table 5

Probability firm went out of business between 2006 and
2007 survey as a function of distance to Wal-Mart and other
variables
1) 2) 3) 4) 5)
Estimation Method OLS Probit Probit Probit Probit
Distance to Wal-Mart (miles) -0.0295* -0.168* -0.046 -0.165 -0.033
(1.83) (1.80) (0.48) (1.36) (0.30)
Full time equivalent employment in
baseline (2006) survey 0.0151* -0.219**
(1.66) (2.12)
Price index in baseline (2006) survey 0.0706 0.559
(0.31) (1.62)
Constant 0.196*** | -0.768*** | -1.451** | -1.044** | -1.263*
(3.65) (3.08) (4.84) (2.69) (1.87)
Number of observations 191 191 122 108 73
R-squared 0.014
Psuedo R-squared 0.02 0.042 0.018 0.15
Absolute t statistics in parentheses
* p<.l, ** p<.05, *** p<.01

Table 6
Percent change in
employment and wages
between 2006 and 2007
survey as a function of
distance to Wal-Mart
1) 2
Full tim
equivalent
workers Wages
Estimation Method OLS OLS
Distance to Wal-Mart (miles) -0.0451 | 0.0323
(0.94) (1.59)
Constant 0.22 | -0.0304
(1.17) (0.58)
Observations 60 29
R-squared 0.007 0.04
Absolute t statistics in parentheses
* p<.l, ** p<.05, *** p<.01 |
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Table 7

Wal-Mart impact on taxable sales in home zip code

Model 1_1 Model 1_2 Model 1_3
coef/se coef/se coef/se
wal_mart_dummy 4.996E-06
(1.859E-05)
quarter 2 0.068*** 0.068*** 0.067***
(0.018) (0.013) (0.013)
quarter 3 0.015 0.015 0.018
(0.022) (0.018) (0.017)
quarter 4 0.101*** 0.101*** 0.101***
(0.025) (0.022) (0.019)
zip code==60302 -1.330** 143.855*** 152.109**
(0.032) (17.541) (16.715)
zip code==60304 -2.163** 196.836*** 155.602***
(0.040) (29.905) (25.116)
zip code==60612 -1.129** 105.630*** 79.486***
(0.035) (26.549) (24.207)
zip code==60622 0.394** 88.997*** 77.200%**
(0.032) (19.642) (17.340)
zip code==60624 -1.654** 166.311** 169.231**
(0.052) (26.223) (26.020)
zip code==60644 -2.009** 53.789*** 43.822*
(0.034) (20.536) (18.101)
zip code==60647 0.016 94.467*** 87.817***
(0.032) (17.256) (16.566)
zip code==60651 -1.515** 46.823* 51.168***
(0.034) (19.272) (17.043)
zip code==60707 -0.221%** 259.563** 245.230**
(0.046) (24.210) (19.374)
Year 0.019*** 0.077** 0.076**
(0.004) (0.008) (0.007)
(zip code==60302)*year -0.072%** -0.077**
(0.009) (0.008)
(zip code==60304)*year -0.099*** -0.079***
(0.015) (0.013)
(zip code==60612)*year -0.053*** -0.040***
(0.013) (0.012)
(zip code==60622)*year -0.044*** -0.038***
(0.010) (0.009)
(zip code==60624)*year -0.084*** -0.085***
(0.013) (0.013)
(zip code==60644)*year -0.028*** -0.023*
(0.010) (0.009)
(zip code==60647)*year -0.047*+* -0.044***
(0.009) (0.008)
(zip code==60651)*year -0.024* -0.026***
(0.010) (0.009)
(zip code==60707)*year -0.130** -0.123**
(0.012) (0.010)
_cons -23.367** -139.956** -138.954**
(7.544) (15.046) (14.717)
Number of observations 270 270 310
Adjusted R2 0.977 0.984 0.985
note: 0.0 -**; 0.01 - ***; 0.1-%*;
I

Note: Models 1 and 2 use pre-Wal-Mart data

Model 3 uses data from all years

Model 1 assumes growth rate constant across zip codes

Models 2 and 3 allow growth rates to vary by zip code
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Table 8

Wal-Mart impact on taxable sales all zip codes

2_3’(')‘;‘:19;99 Model 2_post2002 | Model 2_post2003 | Model 2_post2004
coef/se coef/se coef/se coef/se
wal_mart_dummy 0.000 -0.000052* -0.000 -0.000
(0.000) (0.000) (0.000) (0.000)
wal_mart_dummy60302 -0.000028* -0.0000444* -0.000 -0.000
(0.000) (0.000) (0.000) (0.000)
wal_mart_dummy60304 0.000112%* 0.000 -0.000 -0.000
(0.000) (0.000) (0.000) (0.000)
wal_mart_dummy60612 0.0000727* 0.000 0.000 0.000
(0.000) (0.000) (0.000) (0.000)
wal_mart_dummy60622 0.0000310* -0.000 -0.000 -0.000
(0.000) (0.000) (0.000) (0.000)
wal_mart_dummy60624 -0.000 -0.000058*** -0.000038*** -0.00004***
(0.000) (0.000) (0.000) (0.000)
wal_mart_dummy60644 0.000 -0.000* -0.000 -0.000
(0.000) (0.000) (0.000) (0.000)
wal_mart_dummy60647 0.000 0.000 0.000 0.000
(0.000) (0.000) (0.000) (0.000)
wal_mart_dummy60651 -0.0000144 -0.00007*** -0.000052*** -0.000047***
(0.000) (0.000) (0.000) (0.000)
wal_mart_dummy60707 0.000 -0.00006203* -0.000050%** -0.00007***
(0.000) (0.000) (0.000) (0.000)
quarter 2 0.067*** 0.065*** 0.069*** 0.074***
(0.012) (0.014) (0.014) (0.015)
quarter 3 0.018 0.002 0.056*** 0.062***
(0.016) (0.018) (0.011) (0.014)
quarter 4 0.098*** 0.107*** 0.102*** 0.116***
(0.019) (0.014) (0.015) (0.019)
zip code==60302 142.298*** 220.152*** 238.063*** 131.841
(17.362) (60.568) (40.560) (84.010)
zip code==60304 194.338*** 87.957* -40.033 -138.200
(29.727) (53.363) (52.811) (109.389)
zip code==60612 104.707** 128.854* 19.079 -5.828
(26.602) (58.159) (84.518) (115.957)
zip code==60622 87.900*** 115.026* 31.811 -23.613
(19.437) (52.333) (50.807) (76.526)
zip code==60624 164.602%** 157.912*+* 137.455*+* 60.851
(26.143) (55.606) (43.841) (77.977)
zip code==60644 52.146* 39.543 49.512 -39.117
(20.395) (45.718) (52.048) (95.006)
zip code==60647 92.971%** 174.841% 146.447*+ 33.362
(17.130) (65.446) (43.959) (78.329)
zip code==60651 46.072* 54.380 17.521 -28.690
(19.187) (46.610) (37.943) (78.777)
zip code==60707 257.673* 170.952* 127.678* -9.571
(24.076) (75.191) (47.644) (87.681)
Year 0.076** 0.130*** 0.095*** 0.059*
(0.007) (0.019) (0.017) (0.034)
(zip code==60302)*year -0.072%* -0.111%** -0.119*** -0.067
(0.009) (0.030) (0.020) (0.042)
(zip code==60304)*year -0.098*** -0.045% 0.019 0.068
(0.015) (0.027) (0.026) (0.055)
(zip code==60612)*year -0.053** -0.065* -0.010 0.002
(0.013) (0.029) (0.042) (0.058)
(zip code==60622)*year -0.044** -0.057* -0.016 0.012
(0.010) (0.026) (0.025) (0.038)
(zip code==60624)*year -0.083** -0.080*** -0.069*** -0.031
(0.013) (0.028) (0.022) (0.039)
(zip code==60644)*year -0.027** -0.021 -0.026 0.018
(0.010) (0.023) (0.026) (0.047)
(zip code==60647)*year -0.046%** -0.087*** -0.073*** -0.017
(0.009) (0.033) (0.022) (0.039)
(zip code==60651)*year -0.024* -0.028 -0.010 0.014
(0.010) (0.023) (0.019) (0.039)
(zip code==60707)*year -0.129* -0.086* -0.064*** 0.005
(0.012) (0.038) (0.024) (0.044)
_cons -138.780** -245.504%* -175.607*** -104.183
(14.908) (37.491) (34.417) (67.243)
Number of observations 310 190 150 110
Adjusted R2 0.985 0.992 0.996 0.997
note: 0.0-*+;0.01-**0.1-%

Note: All models allow growth rate to vary by zip code

Model 1 uses data from all years, Model 2 uses post 2002 data

Model 3 use post 2003 data, model 4 use post 2004 data
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Table A2.2

Basic Descriptive Statistics about Firms in the Wal-Mart area from the Dun & Bradstreet

data
Variable Obs Mean Std. Dev. Min Max
Sales volume 2005
(nominal $s) 2634 434,134 1,961,795 6,000 | 49,100,000
Employment here 2005 2944 7.91 23.15 1 476
Sales volume 2007
(nominal $s) 2389 | 441,079 924,549 10,000 | 9,100,000
Employment here 2007 2428 8.27 24.31 1 600
Year Business Started 1853 1990.0 13.14 1895 2005
New business in 2007
data 4075 0.17 0.38 0 1
Out-of-business in 2007
data 4075 0.32 0.47 0 1
Distance from Wal-Mart
(miles) 4075 2.43 1.18 0.07 9.65
Percentage change in -
employment* 211 -7.8% 65.2% | 355.5% 160.9%
Percentage change in -
sales* 214 -15.8% 89.7% | 377.2% 238.6%

* Restricted to firms with differing sales in 2005 and 2007 surveys. Please see text for discussion.
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Table A2.3

Business status by compete status for Wal-Mart area firms*

Non-
Business competitive | Competitive
status SIC code SIC code Total
In 2005 survey
only (out-of-
business) frequency 538 770 1308
row
percentage 41.13 58.87 100
column
percentage 31.82 32.3 32.1
In 2007 survey
only (new
business) frequency 291 406 697
row
percentage 41.75 58.25 100
column
percentage 17.21 17.03 17.1
In both 2005
and 2007
survey frequency 862 1208 2070
row
percentage 41.64 58.36 100
column
percentage 50.98 50.67 50.8
Total frequency 1691 2384 4075
row
percentage 41.5 58.5 100
column
percentage 100 100 100

* Non-competitive SIC codes were codes that sold products where Wal-
Maurt did not sell an alternative.

35




Table A2.4

Business status by relative location for Wal-Mart area firms*

In 2005 In 2007 In both
Location survey only | survey only | 2005 and
relative to Wal- (out-of- (new 2007
Mart business) business) survey Total
Northwest frequency 414 228 731 1373
row percentage 30.15 16.61 53.24 100
column
percentage 31.65 32.17 35.31 33.69
Northeast frequency 373 244 654 1271
row percentage 29.35 19.2 51.46 100
column
percentage 28.52 35.01 31.59 31.19
Southeast frequency 199 88 235 522
row percentage 38.12 16.86 45.02 100
column
percentage 15.21 12.63 11.35 12.81
Southwest frequency 322 137 450 909
row percentage 35.42 15.07 49.5 100
column
percentage 24.62 19.66 21.74 22.31
Total frequency 1308 697 2070 4075
row percentage 32.1 17.1 50.8 100
column
percentage 100 100 100 100
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Table A2.5A

Regressions to predict out-of-business status for Wal-Mart area firms

OLS Probit Probit Probit Probit
1 2 3 4 5
Distance to Wal-Mart - - -
(miles) 0.0139** | 0.0366** | 0.0367** | -0.0413** -0.0363
(1.98) (1.97) (1.97) (1.98) (1.29)
In competitive SIC code 0.0147 | 0.173*** 0.0636
(0.33) (3.39) (0.97)
Number of employees 2005 0.0130*** | 0.0135***
(3.34) (2.72)
-6.90e-
Sales volume 2005 ($s) 08**
(2.05)
Year business started 0.0105***
(3.88)
Constant 0.421** | 0.198*** | 0.206*** | -0.284*** | -21.28***
(21.94) (3.94) (3.68) (4.30) (3.94)
Observations 3378 3378 3378 2944 1802
R-squared 0.001
Pseudo R-squared 0.001 0.001 0.021 0.026

Absolute t statistics in parentheses

* p<.1, ** p<.05, *** p<.01
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Table A2.5B

Regression to predict out-of-business status for
Wal-Mart area firms
(includes SIC dummies, building materials omitted

category)
Probit
1)
Distance to Wal-Mart (miles) -0.0466
(1.62)
In competitive SIC code -0.146
(1.35)
Number of employees 2005 -0.0112**
(2.28)
-7.50e-
Sales volume 2005 ($s) 08**
(2.18)
Year business started 0.0100***
(3.74)
General merchandise stores (SIC 53) 0.338
(1.31)
Food stores (SIC 54) 0.246
(1.29)
Automotive dealers and gasoline
service stations (SIC 55) 0.151
(0.71)
Apparel and accessory stores (SIC
56) 0.467**
(2.34)
Furniture, home furnishings and
equipment stores (SIC 57) 0.452**
(2.24)
Eating and drinking places (SIC 58) 0.0601
(0.30)
Miscellaneous retail (SIC 59) 0.337*
(1.84)
Constant -20.43%**
(3.82)
Observations 1789
R-squared
Pseudo R-squared 0.032
Absolute t statistics in parentheses
* p<.l, ** p<.05, *** p<.01
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Table A2.6

Distance (in miles) to Wal-Mart of existing
and new businesses in 2007 Dun &
Bradstreet survey

Closest Existing New
1% 0.29 0.24
5% 0.71 0.76
10% 0.99 0.98
25% 1.61 1.57
50% 2.32 2.26
75% 31.2 3.12
90% 3.73 3.67
95% 4.62 4.62
99% 6.19 6.37
Table A2.7A
OLS Regressions to predict change in employment for Wal-Mart area firms
1 2 3 4 5
Distance to Wal-Mart (miles) 0.00758 | 0.00643 | 0.0282 0.0289 0.0336
(0.18) (0.15) (0.67) (0.69) (0.71)
In competitive SIC code 0.0932 -0.0397 -0.0343 0.0479
(0.98) (0.48) (0.41) (0.43)
Number of employees 2005 0.0232*** | 0.0219*** | 0.0236***
(6.45) (5.31) (4.91)
Sales volume 2005 ($s) -3.16e-08 | -2.83e-08
(0.91) (0.82)
Year business started -0.00274
(0.68)
Constant -0.0957 | -0.146 0.038 0.0419 5.441
(0.88) (1.26) (0.35) (0.39) (0.67)
Observations 211 211 211 211 141
R-squared 0 0.005 0.185 0.191 0.249
# sample restricted to firms with differing non-zero sales in 2005 and 2007 surveys

Absolute t statistics in parentheses

* p<.1, ** p<.05, *** p<.01
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Table A2.7B

Regression to predict percentage change in employment for

Wal-Mart area firms

(includes SIC dummies, building materials omitted category)

1)
Distance to Wal-Mart (miles) 0.0406
(0.75)
In competitive SIC code -0.0942
(0.32)
Number of employees 2005 -0.0232***
(4.37)
Sales volume 2005 ($s) -2.31E-08
(0.66)
Year business started -0.00155
(0.38)
General merchandise stores (SIC 53) -0.443
(0.78)
Food stores (SIC 54) -0.0188
(0.06)
Automotive dealers and gasoline service
stations (SIC 55) -0.542**
(1.99)
Apparel and accessory stores (SIC 56) -0.26
(1.25)
Furniture, home furnishings and equipment
stores (SIC 57) -0.282
(1.33)
Eating and drinking places (SIC 58) -0.453
(1.43)
Miscellaneous retail (SIC 59) -0.328
(1.56)
Constant 3.46
(0.43)
Observations 129
R-squared 0.295

# sample restricted to firms with differing non-zero sales in

2005 and 2007 surveys

Absolute t statistics in parentheses

* p<.1, ** p<.05, ** p<.01
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Table A2.8A

OLS Regressions to predict change in sales for Wal-Mart area firms#

@ | @ (3) (4) (5)
Distance to Wal-Mart - -
(miles) 0.0309 | 0.0332 -0.018 -0.0144 0.000987
(0.58) | (0.64) (0.34) (0.28) (0.02)
In competitive SIC code 0.300** | 0.206* 0.236** 0.336**
(2.4) (1.69) (2.04) (2.1)
Number of employees -
2005 0.0170*** -0.00994** -0.00991*
(3.96) (2.19) 1.77)
Sales volume 2005 ($s) 0.000000174*** | 0.000000173***
(5.2) (5.16)
Year business started 0.000306
(0.06)
Constant 0.0832 | -0.247* | -0.109 -0.0876 -0.788
(0.61) | (1.67) (0.77) (0.67) (0.08)
Observations 214 214 212 212 142
R-squared 0.002 [ 0.029 0.08 0.177 0.219
# sample restricted to firms with differing non-zero sales in 2005 and 2007 surveys
Absolute t statistics in parentheses
* p<.1, ** p<.05, *** p<.01 |

41




Table A2.8B

Regression to predict percentage change in sales for Wal-
Mart area firms
(includes SIC dummies, building materials omitted

category)#
1)
-0.00498
Distance to Wal-Mart (miles) (0.08)
-0.11
In competitive SIC code (0.27)
-0.00921
Number of employees 2005 (1.24)
-0.000000192***
Sales volume 2005 ($s) (4.31)
0.000357
Year business started (0.07)
-0.538
General merchandise stores (SIC
53) (0.73)
-0.165
Food stores (SIC 54) (0.36)
-0.29
Automotive dealers and gasoline
service stations (SIC 55) (0.54)
-0.262
Apparel and accessory stores (SIC
56) (0.6)
-0.308
Furniture, home furnishings and
equipment stores (SIC 57) (0.77)
-0.938*
Eating and drinking places (SIC 58) (1.91)
-0.378
Miscellaneous retail (SIC 59) (0.95)
-0.114
Constant (0.01)
Observations 130
R-squared 0.263

# sample restricted to firms with differing non-zero sales in
2005 and 2007 surveys

Absolute t statistics in parentheses

* p<.1, ** p<.05, *** p<.01 |
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