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Abstract:

While revenues of the FORTUNE 500 fell for only the sixth time on record, shrinking 6%, Wal-Mart's surged ahead 12% - opening up a $60 billion

lead on No. 2 General Motors. In its second year on top, Wal-Mart has thus done more than retain its title as king of the mountain. It was only

last year that Wal-Mart bumped aside fellow summiteers General Motors and Exxon Mobil, becoming just the third company to plant its flag

atop the 500 since the definitive ranking of corporate immensity was started in 1955. Instead of pausing to enjoy the view, Wal-Mart kept

powering upward. By this time next year, it plans to be another $26 billion higher, bringing its revenues to $272 billion. Assuming it hits that goal,

is there any scenario in which Wal-Mart is not No. 1 next year? Improbable but not impossible is that oil prices rise, pushing Exxon Mobil into

the lead for a year. 

Full Text:
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[INTRO] 

So what's the view like atop the roof of the corporate world"! It looks Re ... whoa! There are jugglers throwing flaming torches past the CFO's face. A top executive is

clucking, "Buck buck buck buck buck buck!" to the backdrop of an animated chicken. There's a short film depicting Kraft Cheese Nips exploding out of the side of a house.

An arena of 6,000 store managers is screaming the company cheer while rock band churns out Gary Glitter's stadium anthem, "Rock & Roll, Pt. 2." And the CEO takes

the stage peddling a six-ounce can of-what's this?-Ultrathon insect repellent, a great value at just $4.97. 

I think," says the CEO, Wal-Mart Stores' Lee Scott, "this could be our year." 

Yes, things are a bit surreal on the summit of the FORTUNE 500--Otherwise known as Wal-Mart's year-end summit in Kansas City. But Scott hasn't succumbed to the

thin air up here. The way things are going, in fact, every year could be Wal-Mart's year. 

Annus 2002 was no exception: While revenues of the FORTUNE 500 fell for only the sixth time on record, shrinking 6%, Wal-Mart's surged ahead 12%-opening up a $60

billion lead on No. 2 General Motors. In its second year on top, Wal-Mart has thus done more than retain its title as king of the mountain (or mountains, now that it

stands atop FORTUNE's Most Admired Companies list too; see "One Nation Under Wal-Mart" on fortune.com). It is rewriting notions of how big corporations are

supposed to behave. Instead of showing the heavy legs and dulled instincts that afflict most companies at these altitudes, it continues to climb like a startup possessed,

like Lance Armstrong afire --so freakishly fast, in fact, that it's not absurd to wonder, Will we live to see another company atop the FORTUNE 500? 

We'll come out and say it: Not unless some seriously weird things happen. Our conclusion is based on (1) math and (2) Cheese Nips. 

To appreciate Wal-Mart's performance fully, consider how fortune frowned on the rest of the 500. Energy, securities, and networking industries all saw double-digit

revenue declines. A change in accounting rules helped drive profits down 66%, with the result that FORTUNE's parent company, AOL Time Warner, posted the largest

less ever recorded: $98.7 billion. (For the full revenues and profits story, see "Honey, I Shrunk the Profits.") Some companies simply disappeared in the night. Enron took

a breathtaking plunge from No. 5 straight into oblivion. Ditto WorldCom, last year's No. 42, which failed to file the necessary four quarters of financial results to appear on

our list. Oh, and the market value of the FORTUNE 500 plummeted 26%, the hardest fall since we started tracking market caps in 1986. Newcomer Starbucks, which sold

enough tall lanes to land in the No. 465 spot, provided one bright spot. 

The spotlight, though, belonged to the big store from Arkansas. It was only last year that Wal-Mart bumped aside fellow summiteers General Motors and Exxon

Mobil, becoming just the third company to plant its flag atop the 500 since we began our dipe tive ranking of corporate immensity in 1955. Yet instead of pausing to enjoy

the view, Wal-Mart kept powering upward. By this time next year, it plans to be another $26 billion higher, bringing its revenues to $272 billion. Assuming it hits that goal,

is there any scenario in which Wal-Mart is not No. 1 next year? Improbable but not impossible is that oil prices rise-yet not so far that SUV drivers stop filling up-pushing 

  Exxon Mobil into the lead for years stop filling that scenario, here's the best we could do: 

> All the defense companies on the list (Boeing, Lockheed Martin, Raytheon, and four others) merge to form Military Industrial Complex Inc. Total revenues: $162

billion. Not even close. 

> Antitrust regulators bless the creation. Not even of ExxonMobilChevronTexaco: Antitrust regulators billion + $92 the creation of $92 billion = $274 billion. The winner by a

nose. 

> General Motors and Ford join hands: $187 billion + $163 billion = $350 billion. A new No. 1! Unless... 

> Average coffee consumption spikes from 1.6 cups per day to 284 cups. Starbucks leaps straight to the top. 

Which is to say that, no, it will not be easy for Wal-Mart to lose its lead next year. But then, today's lunatic scenarios have a way of becoming tomorrow's reality.

Anyone yelping in 1993 that Chrysler would fall to the Germans, for instance, would probably have been locked up. So it's conceivable that a major auto merger (yes, even

GM and Ford) or yet more oil consolidation (Exxon Mobil plus BP?) could knock Wal-Mart off its perch a few years hence. That's assuming, of course, that an

American company does the buying and that Wal-Mart doesn't pull a mega-- acquisition of its own. France's Carrefour, for instance, would today add a tidy $73 billion to

its top line. 

But ruling out merger madness for the moment, what might things look like in, say, five years? Over the past five, Wal-Mart's sales have grown at a 15.7% annual clip.

Let's say it sustains a more modest 12% rate through 2007. In that case, Wal-Mart's revenues will be ... hold on, doing some calculations here ... jeez, $434 billion. If the

rest of the top five-GM, Exxon Mobil, Ford, and General Electric-maintain their recent growth rates, that would make Wal-Mart more than a third larger than

  Exxon Mobil and more than twice the size of everyone else. For that sort of dominance, you'd have to go back to the 1956 FORTUNE 500, when GM was roughly twice

as big as its nearest rival. 

GM, of course, lost it somewhere along the way. So here's another mental exercise: How might Wal-Mart lose it? As it happens, there was a Wal-Mart even before

  Wal-Mart existed. It, too, was all about selling as much stuff as possible as cheaply as possible (at one point even using a slogan, "Everyday low price," that parallels

  Wal-Mart's). It, too, grew sensationally, operating more stores in 1929-more than 15,000-than any retailer before or since. It, too, drew loud protests from mom-and-pop

stores and inspired legislation to block its expansion. Its sheer size caused FORTUNE to marvel in 1930 at the "incredible, inconceivable, unimaginable activities" of this

"budgeteer's Utopia." It was founded in 1859, and its name was the Great Atlantic and Pacific Tea Co., or A& P. 

Today the grocer's shriveled remnants belong to a German retail conglomerate. 

What undid it? A theory called the "wheel of retailing" says that every dominant merchant is eventually undercut by a lowercost innovator. In the 1930s it was the new

fangled monster called the supermarket that menaced A&P. But there was nothing fated about the company's decline, Harvard business historian Richard Tedlow has

noted. Owner George Hartford and son John. in fact, responded to this mortal threat by wrecking their own distribution system, closing some 9,500 old-fashioned groceries

and rolling out-supermarkets like mad. By 1950, when father and son graced the cover of Time, A&P was second only to GM in sales and looked poised for further

dominance. What finally undid it was fate of another sort: the Hartfords' deaths. Whereas they had always defined A&P as an idea-to sell as much stuff as cheaply as

possible, whatever that took-their successors saw A&P as its existing set of stores. With complacency in the driver's seat, the wheel of retailing soon did its work. 

Could a similar fate befall Wal-Mart? Let's roll some more footage from that Kansas City summit: "You've gotta get up on your feet and say it with passion!" an executive

is bellowing, shortly before someone holds a box of Cheese Nips aloft and whoops, "How many of you like to sell merchandise?" So, to repeat, could a similar fate befall

  Wal-Mart? No, not anytime soon. Because while the world defines Wal-Mart as a big-box retailer, Wal-Mart defines itself the way the Hartfords defined A&P: as an

idea, a mission. "To lower the world's cost of living" is how the company puts it, and as business author Jim Collins notes, "Everything-everything-- flows from that." It's why

  Wal-Mart store managers are given the power to lower prices but not raise them. It's why its buyers aren't allowed to accept so much as a free soft drink from a supplier.

And it's why its top executives are surrounded by stacks of merchandise-Easter baskets, bras, ice-cream sandwiches-when they meet each Saturday morning, prices

always visible. 

The corollary principle is that nothing--nothing-besides the core idea is sacred. 

When founder Sam Walton decided in 1962 that the future lay in discounting, he abandoned his variety-store format and traded down. When the success of Price Club in

the 1980s threatened an even cheaper proposition, he launched his own Sam's Club. When customers flocked to Wal-Mart's huge new Supercenters in the 1990s, the

company turned many of its discount stores into darkened husks. When it realized some customers favored convenience over size, it unveiled its Neighborhood Markets, or

"Small-Marts." All the while, it has violated retail norms by placing stores so close together that they cannibalize one another's sales. 

It's all designed to prevent the next Sam Walton from out-- Wal-Marting Wal-Mart. "Somebody isn't going to come along and do it better," says Warren Buffett.

"Wal-Mart has to mess up to some extent. And they're not going to do it." 

What would mess things up is a big, fat antitrust suit of the sort that dogged A&P for 11 years. But cornering the retail market is a bit like cornering the Pacific Ocean:

Excluding cars, WalMart accounts for about 10% of US. sales. So unless the company attempts a big domestic acquisition-a sure way to get regulators' attention-or is

found to use its buying power abusively (as Toys "R" Us was in 1998), Wal-Mart faces only one real obstacle to gigantism: gigantism itself. 

In 2000, for instance, the company was sued 4,851 times, or an average of once every two hours. "Most of what size brings you is not positive," says Lee Scott. "We are

just short of 1.4 million people. I can guarantee you that at this very moment somewhere, somebody is doing something that we all wish they weren't doing." Getting 1.4

million people to live an idea is hard enough. But two million? Three million? "Sometimes," John Hartford once said, "the body gets so large that the pulsations fail to reach

its extremities." One company-threatening scenario, then, is a scandal that gives Wal-Mart's yellow smiley-face logo a big black eye. 

Another scenario happens a few years down the road. It's when Wal-Mart, no longer run by Walton's original disciples, forgets its mission, loses its visceral connection to

Cheese Nips, and instead spends time in front of the mirror admiring how huge and powerful it has become. Because the day Wal-Mart starts thinking of itself as the

world's biggest company is the day it no longer will be. 

[Sidebar]

How could Wal-Mart fall from No. 1? If regulators blessed the creation of ExxonMobilChevronTexaco. . . 

[Sidebar]

... or if Ford merged with General Motors . . . 

[Sidebar]

... or if everybody started drinking 284 cups of Starbucks a day. 

[Sidebar]

THE TOP FIVE 

[Sidebar]

1. Wal-Mart Stores

2. General Motors

3. Exxon Mobil

4. Ford Motor

5. General Electric

For the complete FORTUNE 500 lists, see page 191. 

[Author note]
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