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Introduction

     
At the end of 2002, Wal-Mart took over the supermarket Chain Amigo in Puerto Rico, in spite of the protests of a coalition of local small business associations, consisting of food and non food retailers.  The supermarket chain Amigo was the biggest local retailer in Puerto Rico.


Wal-Mart started in Puerto Rico in the town of Fajardo in 1992.  The island was the first international market explored by the biggest retailer of the world.  The reason for this was the security provided by the island which is a commonwealth, colony, of the United States of America.  Here the American investments are safe, and the dollar, also the money of the island, is safe.


This was the first experience of Wal-Mart in the global market.


After Puerto Rico, Wal-Mart expanded to other countries, such as Canada in 1994, Argentina and Brazil in 1995, China in 1996, Germany and Korea in 1998, and the UK in 1999.


Presently Wal-Mart is the largest retailer in the world with more than $220 billion in annual sales, 4,600 stores worldwide, 1.4 million employees.  It employs about 7,500 people in Puerto Rico and operates 20 stores, including Wal-Mart & Sam’s Club stores, and 2 Super centers.  

Founded in 1966, Supermarket Amigo, Inc., was the 5th in the ranking of top 300 businesses in PUERTO RICO, before its acquisition by the Wal-Mart.  It had about 3,000 employees, and an annual revenue of about $600 million from 36 stores island wide.

Protest Against the Take-Over


A coalition of the associations of food and non-food small businesses was formed in Puerto Rico at the time of the take-over to protest against the take-over.


The coalition argued that the market share of the Wal-Mart will go up to 29% after the take-over; and to 50% market share in the next five years, which eventually could result in a monopoly.  These figures were based on a market research performed by a local consulting firm by the name of Estudios Tecnicos.


At the time of the attempted take-over Amigo Supermarket sales in Puerto Rico was about $600 million and that of Wal-Mart and Sam’s Club (a subsidiary of Wal-Mart) about $310 million making the combined total of $910 million. 


The Federal Trade Commission of the United States of America Government, and the Antitrust offices of the local department of Justice, both, evaluated the transaction, which was worth $225 million.


The Federal Trade Commission approved the take-over because according to the commission an attempt at market monopolization could be defined as having 50% or more of market share.  But the take-over would result in only from 20% to 25% of market share for the Wal-Mart.


The Anti-Trust office of the local department of Justice has no power as there are no local laws to regulate the “growth” (through take-over) of a business.

Local Purchases by Wal-Mart


Wal-Mart has promised to help the local suppliers export their merchandise globally.  So the Puerto Rican manufacturers Association and the Puerto Rico Products Association endorsed the mergers of Wal-Mart and Amigo Supermarket.


This endorsement has been given in spite of the fact that the Wal-Mart demands of its suppliers that they extend to it the lower prices than those extend to the competitors of Wal-Mart.  Moreover, under Wal-Mart’s vendors’ agreement, a penalty of 10% is imposed on an order which is not delivered on time, and return of products which did not sell to the suppliers.


Wal-Mart has been recently buying products like note books, soft drinks, bakery goods and plastic goods locally to export to other countries.


However there is a fear amongst the local suppliers that as the Wal-Mart expands on the island it will bypass the local suppliers.  This fear is substantiated by the fact that the Wal-Mart has a plan to start a big distribution center (800,000 sq ft.) on the island, which might be used to import large volumes of merchandise for its local stores.  Thus the local manufactures and producers might lose a large part of the local market or might have to accept reduced prices. 


The Wal-Mart’s management has tried to assure the local suppliers that the planned distribution center is meant to facilitate the deliveries by the local suppliers to one center instead of all the different stores of the Wal-Mart.  The money thus saved by the suppliers is, of course, expected by the Wal-Mart to be passed on to it.


 However, if the assurance made by the Wal-Mart will be complied with or not, is a question of the future.

Is there Room for all?


During the last fifty years PR has grown from the Mom and Pop “Colmados” to Amigo Supermarkets, Wal-Mart, Sam’s Club, and Costco giants.  Now there are stores of all sizes on the island, small, super and mega.


There is room for all of them, big and small businesses, but at what cost?  The government of Puerto Rico is concerned that the mega-retailing will reduce the profit margins (possibly resulting in bankruptcies) of the small local retailers and suppliers.  The local agricultural industry will also suffer.


In conclusion, it seems, big business is the prime mover in the global economy and small business is on the receiving end.  The big business is the actor on the stage, while the smaller business is only a part of the environment of the big business.
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