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The ‘Bad Jobs’ Choice: Costco vs. Walmart 
“‘Why have we fasted,’ they say, ‘and you have not seen it? Why have we humbled 
ourselves, and you have not noticed?’ ‘Yet on the day of your fasting, you do as you 
please and exploit all your workers.’”  Isaiah 58:3 (emphasis added) 

“So I will come to put you on trial. I will be quick to testify against sorcerers, 
adulterers and perjurers, against those who defraud laborers of their wages . . 
.” says the Lord Almighty. Malachi 3:5 (emphasis added) 

There is one rule for the industrialist and that is: make the best quality goods 
possible at the lowest cost possible — paying the highest wages possible. 
Henry Ford (emphasis added) 

Amie Crawford, age 56 and living in Chicago, had a 30 year career as an interior 
decorator, earning more than $50,000 per year. Until the recession eliminated her 
job. Now she works in retail for the Protein Bar, a job that gives her take-home 
pay of just $788 per month. Despite working full time, she survives only because 
of food assistance from the government. 

For several years Stephanie Sanders was a top-producing cosmetics salesperson 
earning $16.25 per hour plus commission — until the recession put her out of 
work as well. Now she works for McDonald’s making $7.25 per hour and relies on 
food stamps to get by. How should we, as people who care about the 
intersection of ‘faith and business,’ think about the situations in which Amie and 
Stephanie find themselves? In particular, how should we think about the fact that 
the large majority of retailers pay employees well below a ‘living wage,’ and rarely 
provide their workers with affordable healthcare coverage? 

Among business people, the prevailing mindset seems to be along these lines: a 
free market economy is deeply and intrinsically competitive. One of the factors 
that customers most care about and, therefore, that businesses must necessarily 
compete on, is price. As a result, businesses generally, and retailers especially, 
must do everything possible to drive their costs down or risk going out of 
business. It’s too bad for people like Amie and Stephanie, but that’s the price we 
pay for the productivity and efficiency of a free market economy. 

There seems to be a pragmatic logic to that viewpoint — and business people 
are nothing if not pragmatic. And yet, one can’t help feeling that something is 
amiss when businesses pay their workers so little that they can survive only with 
government food assistance and limited medical care provided (inefficiently) 
through hospital emergency rooms. 

Fortunately, retail, that most competitive of business arenas, provides us a ready-
made case study by which we can better evaluate whether the ‘pay as little as 
possible’ seeming logic of the marketplace is as compelling as many business 
people believe. 

Let’s start by looking at the situation for another retail worker, Joe Carcello, as 
described in a recent BusinessWeek article: 
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In 2008–2009, many 

retailers started seeing 
declines in same-store 
sales. To preserve 
profits, most reduced 
employee costs 
through wage cuts, 

layoffs, and cutting 
back on hours for 
remaining workers. 
Walmart took this well-
traveled path. 

Joe Carcello has a great job. The 59-year-old has an annual salary of $52,700, gets 
five weeks of vacation a year, and is looking forward to retiring on the sizable nest 
egg in his 401(k), which his employer augments with matching funds. After 26 
years at his company, he’s not worried about layoffs. In 2009, as the recession 
deepened, his bosses handed out raises. “I’m just grateful to come here to work 
every day,” he says. 

This wouldn’t be remarkable except that Carcello works in retail, one of the 
stingiest industries in America, with some of the most dissatisfied workers. On May 
29, Walmart employees in Miami, Boston, and the San Francisco Bay Area began a 
weeklong strike . . . Carcello’s employer, Costco, has never had significant labor 
troubles. Costco Wholesale, the second-largest retailer in the U.S. behind Walmart, 
is an anomaly in an age marked by turmoil and downsizing. 

Walmart is the largest U.S. retailer. Costco is second-largest. Both compete head-
to-head to sell a wide variety of low-priced home, food and apparel goods to 
bargain-focused consumers. And yet they have chosen very different business 
strategies — especially when it comes to employees. 

The BusinessWeek article reports that Walmart pays its full-time U.S. workers an 
average of $12.67 an hour. However, one of the ways that Walmart aggressively 
controls labor costs is by keeping many of its workers as part-time employees. As 
a result, according to IBIS World, an independent market research group, the 
overall average hourly wage of a Walmart sales associate is just $8.81. Walmart 
provides no healthcare coverage to its part-time workers, and says it provides 
healthcare coverage to half of its full-time workforce (though a quick Google 
search produces many articles in which Walmart employees say the cost of 
coverage is prohibitively expensive, leaving many no choice but to forego health 
insurance). 

Costco pays its hourly workers approximately $21.00 an hour, not including 
overtime, and not including the typical $5000 annual bonus received by 
employees who have been with the company for five years or longer. The Costco 
benefit package includes health, vision, dental, and 401(k) programs for both full- 
and part-time workers. 90% of employees are eligible (full-time new hires must 
wait 90 days, part-time workers must wait 180 days) and 98% of eligible 
employees are enrolled. Employees pay less than 10% of the overall cost of their 
health plan. 

Clearly different strategies. How are the strategies working out in practice, i.e., as 
business people like to say, in ‘the real world?’ Walmart recently reported an 
anemic 1.2% rise in year-on-year sales. Costco reported 8% growth in year-on-
year sales. Since 2009, in fact, Costco’s sales have grown 39% and its stock price 
has doubled. 

Let’s dig deeper. In 2008-2009, many retailers started seeing declines in same-
store sales. To preserve profits, most reduced employee costs through wage cuts, 
layoffs, and cutting back on hours for remaining workers. Walmart took this well-
traveled path. During the past five years, Walmart added 455 stores in the U.S. — 
an increase of 13% — while reducing its U.S. workforce by 1.4%, or about 20,000 
employees. The average number of employees per store has been cut from 343 
to 301. 

Costco also saw declines in same-store sales in 2009. They chose, however, a 
different path. According to Richard Galanti, Costco CFO, here’s how then-CEO  
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“If you treat consumers 

with respect and treat 
employees with 
respect, good things 
are going to happen to 
you” 

—Craig Jelinek, Costco 

Jim Sinegal responded: “The first thing out of Jim’s mouth was, ‘This economy is 
bad. We should be figuring out how to give (our employees) more, not less.” As a 
result, Costco approved a $1.50 an hour increase for hourly employees, spread 
out over three years. 

Most business executives would instinctively believe that Walmart responded 
prudently while Costco’s response, however laudable it may appear, was 
dangerously imprudent. What has actually played out in ‘the real world,’ 
however, doesn’t fit that assessment. 

The consequence for Walmart of its shrinking workforce, reports BusinessWeek, is 
that “pallets of merchandise are piling up in its stockrooms as shelves go unfilled” 
because overworked employees can’t find the time to restock. According to the 
minutes of a recent managers meeting that the magazine obtained, Bill Simon, 
the company’s U.S. chief executive, acknowledged that the company was 
“getting worse” at stocking shelves. No surprise, then, that for the sixth year in a 
row Walmart occupies the very bottom slot among department and discount 
stores in the American Customer Satisfaction Index. And one more ‘real world’ 
result: Sam’s Club, the division of Walmart designed to compete most directly 
with Costco, has sales per employee barely half that of its rival. 

Pat Callans, the HR vice president at Costco, says paying well ultimately saves 
Costco money. The company gets tons of applications and can afford to hire 
selectively. Turnover at the company runs just 6% for hourly workers employed 
longer than one year — as compared to overall retail turnover rates of 67% for 
part-time staffers and 24% for full-timers, according to statistics from the Hay 
Group. Hay further estimates that the direct cost to replace an employee is 50% 
of salary, not counting indirect costs to productivity. Low turnover “allows us to 
pay good wages because we are not spending time, money, and resources filling 
positions” says Callans. 

Current Costco CEO Craig Jelinek sums up their strategy this way: “I just think 
people need to make a living wage with health benefits,” says Jelinek. “It also 
puts more money back into the economy and creates a healthier country. It’s 
really that simple . . . We know it’s a lot more profitable in the long term to 
minimize employee turnover and maximize employee productivity, commitment 
and loyalty . . . If you treat consumers with respect and treat employees with 
respect, good things are going to happen to you.” 

 “This is the lesson Costco teaches,” says Doug Stephens, founder of the 
consulting firm Retail Prophet and author of the forthcoming The Retail Revival. 
“You don’t have to be Nordstrom selling $1,200 suits in order to pay people a 
living wage. That is what Walmart has lost sight of. A lot of people working at 
Walmart go home and live below the poverty line. You expect that person to 
come in and develop a rapport with customers who may be spending more than 
that person is making in a week? You expect them to be civil and happy about 
that?” 

So what lessons might we draw from our ‘compare and contrast’ case study of 
the country’s two largest retailers? Here’s what Zeynep Ton, a retail-focused 
professor in MIT’s Sloan School of Management concludes in Harvard Business 
Review: 

Almost one-fifth of American workers have bad jobs. They endure low wages, poor 
benefits, schedules that change with little—if any—notice, and few opportunities  



Eventide | Faith & Business Blog   Tim Weinhold on Bad Jobs, Walmart and Costco 4 
!
!

For more Faith & Business content visit:  E V E N T I D E F U N D S . C O M / F A I T H - A N D - B U S I N E S S /  

 for advancement. The conventional wisdom is that many companies have no 
choice but to offer bad jobs—especially retailers whose business models entail 
competing on low prices . . . Highly successful retail chains—such as QuikTrip 
convenience stores, Mercadona and Trader Joe’s supermarkets, and Costco 
wholesale clubs—not only invest heavily in store employees but also have the 
lowest prices in their industries, solid financial performance, and better customer 
service than their competitors. They have demonstrated that, even in the lowest-
price segment of retail, bad jobs are not a cost-driven necessity but a choice. 
(emphasis added) 

“Bad jobs are not a cost-driven necessity but a choice.” That is Costco’s view. It is 
God’s view as well — and he clearly has strong opinions about just how business 
people should be making that choice. 

 

On the date of this blog’s release, Eventide Funds is not an investor in the companies discussed 
in this blog. This blog is not meant to be an endorsement of the entirety of any company’s 
business model or business practices. Rather, aspects of the business model or practices of 
particular companies are discussed only to help illustrate contemporary examples of larger 
‘faith and business’ topics.” 

The material provided herein has been provided by Eventide Asset Management, LLC and is for 
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