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Vote recommendation: We urge shareholders to vote FOR Item 5 (Racial Equity Audit) on Walmart Inc.’s (“Walmart’s) 2024 proxy:

RESOLVED: Shareholders request Walmart Inc. (“Walmart” or the “Company”) conduct a third-party, independent racial equity
audit analyzing Walmart’s adverse impacts on Black, Indigenous and People of Color (BIPOC) communities, and to provide
recommendations for improving the company’s racial equity impact. Input from employees, customers, and racial justice, labor, and civil
rights organizations should be considered in determining specific matters to be analyzed. A report on the audit, prepared at reasonable cost
and omitting confidential and proprietary information, should be published on Walmart’s website.

Summary: Support for Item 5 (Racial Equity Audit) on Walmart’s 2024 proxy is warranted for the reasons listed below:

e The company is involved in numerous controversies concerning racial discrimination and bias, disproportionately harms workers of color
through its human capital management practices, and underinvests and underperforms in low-income communities of color.

¢ A racial equity audit would allow Walmart—a company that relies heavily on Black and Brown frontline workers to generate value—to
better manage its human capital risks.

¢ Aracial equity audit would help Walmart deliver on a growth strategy that leverages the U.S.’s shifting racial and ethnic demographics.

¢ As the nation’s largest private employer, grocer, and retailer, Walmart’s policies and practices have far-reaching racial equity impacts,
including in upstream and adjacent low-wage sectors. Given Walmart’s outsized influence, a successful audit could mitigate economywide
racial equity risks within and across industries.

A racial equity audit helps to mitigate the risks associated with systemic racism

Systemic racism poses company and portfolio-wide risks to investors. Companies like Walmart that fail to address racial discrimination, bias, and
disparities in their policies, practices, and products are subject to increased risk in the form of legal actions, regulatory sanctions, heightened

scrutiny from lawmakers, reputational damage, and impediments to its social license to operate.1 Systemic racism driven in part by corporate
behavior also costs the U.S. economy trillions of dollars a year in GDP growth,2 which is a primary driver of returns across asset classes.?




Racial equity audits are an important tool for mitigating the risks of systemic racism. A racial equity audit is a systematic and comprehensive
analysis of a company’s policies, practices, products, and services for discriminatory or disparate impact on Black, Indigenous, and People of
Color (BIPOC) stakeholders, including but not limited to workers, current and potential customers, suppliers, and communities subjected to a
firm’s negative externalities. Conducted by independent auditors with civil rights and racial justice expertise, racial equity audits identify
problems, propose recommendations, and create concrete remediation plans and accountability structures. In so doing, they enable companies to
identify and manage the legal, regulatory, political, and reputational risks associated with racial discrimination, bias, and disparities. Beyond
mitigating risk, racial equity audits can also provide companies a competitive edge when it comes to building products that appeal to BIPOC
consumers and hiring and retaining talent from a rapidly diversifying U.S. labor force.

A racial equity audit at Walmart is needed because the company is involved in numerous controversies
concerning racial discrimination and bias

Walmart is facing allegations of workplace racial discrimination and bias from Black employees. A recent Congressional investigation found
that “Walmart had some of the largest racial inequities of the surveyed companies when it came to employment outcomes,” with Black hourly
workers fired twice as frequently as white hourly workers during the pandemic.4 In a 2021 survey, high-ranking Black employees at Walmart said
they found career advancement at the company difficult and would not recommend working there.> In 2022, Walmart settled a lawsuit filed by a
Black former supervisor who claimed he was fired in retaliation for complaining that his manager used racial slurs.® In 2023, six Black former

Walmart employees filed a lawsuit against the company alleging racial discrimination and harassment from coworkers and managers.7 Recently, a
Rhode Island Walmart came under criticism when it put a Black employee in a cage with a sign asking for “bail” money as part of a store

fundraiser.®

Walmart has faced accusations of racial profiling from Black customers. In 2022, an Oregon jury ordered Walmart to pay $4.4 million in

damages to a Black man who filed a lawsuit saying he was racially profiled and harassed by an employee while shopping.9 In 2023, Walmart
settled a lawsuit filed by two Black men alleging that they had been racially profiled, handcuffed, and charged with criminal trespassing after

being falsely accused of stealing a television.'? Similar cases have been filed elsewhere.!!




A racial equity audit at Walmart is needed because the company’s human capital management practices
disproportionately harm workers of color in its frontline workforce and in its supply chain

Black and Latino workers at Walmart are concentrated in frontline roles, comprising 42 percent of hourly positions but only 24 percent of

management positions and fifteen percent of officer positions.12 Because of this occupational segregation, workers of color are
disproportionately subject to Walmart’s low compensation, two-tier system of job quality, and poor working conditions. Walmart’s wages

are so low that its workers are the biggest recipients of Medicaid and SNAP benefits in most states.!3 32 percent of Walmart employees are part-
time, !4 and while Walmart does not disclose data on part/full-time status by race, a 2018 survey of over 6,176 Walmart associates found that
people of color are more likely to be in involuntary part-time positions and locked out of opportunities for advancement. 15 The National Council

for Occupational Safety and Health recently named Walmart a “Dirty Dozen” employer following the death of a Black female worker on the job.16
An in-depth investigation by The New Republic found that Walmart is likely underreporting injury data to the Occupational Health and Safety
Administration and that understaffing, inadequate sick leave benefits, harsh attendance policies, and fear of retaliation creates an environment of

overwork and heightened injury risk for frontline workers.!”

Recent government probes and investigative reporting have drawn attention to the use of forced labor in Walmart’s U.S. supply chain.

Many jobs in Walmart’s supply chain'® are highly coercive, unsafe, and low paying, and they are overwhelmingly performed by Black
and Brown workers who are minors, undocumented, and/or incarcerated. Walmart purchases food products from suppliers that source labor

from prisons such as the Louisiana State Penitentiary, a former slave plantation where 74 percent of incarcerated people are Black.!? A New York

Times investigation found that many Walmart suppliers rely on Central American migrant child laborers.? Last year, a federal investigation
uncovered evidence of forced migrant labor in violation of the temporary agricultural workers visa program on farms that supply watermelons to

Walmart.?!

A racial equity audit at Walmart is needed because the company underinvests and underperforms in low-
income communities of color

One analysis of Yelp reviews found that “Poor customer service is unevenly distributed across Walmart stores in ways that reproduce racial and
socioeconomic disadvantage”— a practice the researcher calls “consumer redlining” to capture the company’s systematic neglect of stores in

communities of color.?? A pattern appears to have emerged in which Walmart understaffs and neglects stores that are located in
communities of color, deems them “unprofitable,” and then slates them for closure.?3 In 2023, 67 percent of Walmart’s 24 store closures were

located in majority-minority zip codes.?* The city of Chicago is a telling example: Three years after making the city a cornerstone of its corporate
racial justice initiative, Walmart closed three stores in predominantly Black and Brown neighborhoods that had long suffered from poor grocery

and retail access.?>




A racial equity audit at Walmart is needed because the company is a critical economic actor that has an
outsized impact on workers and consumers of color

As the nation’s largest retailer, grocer, and private employer, Walmart exerts enormous influence over the economy, and its racial equity
impacts are far-reaching:

¢ Walmart employs numerous people of color in its workforce. Walmart is the largest private employer in the U.

S.,26 the single largest

employer in seventeen states, and the second or third largest employer in twenty states.” It is the largest private employer of Black
workers,?® and over 51 percent of its 1.47 million hourly associates are people of color.?

Walmart’s policies and practices impact low-wage workers of color beyond Walmart. Because of its size, Walmart’s practices and
policies drive standards in the retail, grocery, and warehousing industries and have wide-ranging impacts on the low-wage labor market, 30

where workers of color are overrepresented.3 1 By using its scale and bargaining power to extract low prices from suppliers,32 Walmart also
exerts downward pressure on wages and working conditions in industries like agriculture and food production, where undocumented
migrants and incarcerated workers toil in the shadow workforce. Moreover, Walmart exerts monopsony power in many local labor markets,
enabling it to depress wages, staffing levels, and working conditions below competitive levels with spillover effects on other low-wage local
industries.>® The harms of monopsony are disproportionately borne by Black workers, given the ways in which racial discrimination

contributes to reduced labor market mobility and lower quit clasticities.>*

Walmart’s strategies, practices, policies, and products impact tens of millions of consumers of color. Ninety percent of the U.S.
population lives within ten miles of a Walmart,3> and more than half of Walmart stores are located in zip codes where people of color
comprise at least 25 percent of the population.36 Walmart exercises monopoly power over many local grocery markets>” and is often the
only grocer in low-income neighborhoods of color that would otherwise be considered food deserts.3® Walmart’s omnipresence and market

control gives it extraordinary power over where consumers shop, what they buy, and how much they pay.39 The racial equity impacts of
how Walmart exerts this power must be examined.

Racial equity issues pose risks to Walmart and its shareholders

Racial discrimination and bias in the workplace, along with racially inequitable human capital management practices, pose operational
risks to Walmart:

Research from the Harvard Business School demonstrates that failure to invest in low-wage workers inflicts direct and indirect costs on
companies, including lower retention, higher absenteeism, more overtime, constant recruitment and training, loss of institutional and process
knowledge, decline in customer goodwill, damaged reputation among job seekers, and stagnant or lower rates of productivity—Ieading to
less revenue.*? The worker shortages that plagued Walmart and other low-wage employers during the pandemic illustrate the risks
associated with underinvesting in human capital, including reduced operational stability and resilience in the wake of economic shocks and

tight labor markets.*!




Walmart acknowledges that “our associates are a significant contributor to our success.”*? The company identifies failure to “attract and
retain a large and growing number of qualified associates™ as an operational risk that could decrease “the quality of service we provide to

our customers” and “materially adversely affect our financial performance.”43 Investing in its sales associates is critical to Walmart’s growth
strategy, which involves spending $9 billion over the next years to upgrade the retail store experience to entice higher-income customers and

keep existing customers.** Yet Walmart’s current approach to human capital management is marred by racial discrimination and
bias. For a company that relies heavily on Black and Brown frontline workers to deliver value, redressing racial inequities is a
critical aspect of effective human capital management. An independent racial equity audit would help Walmart identify, triage, and
address racial inequities in a systematic and transparent manner that could decrease human capital risks and improve worker
retention, morale, and productivity.

Failure to adapt to shifting racial and ethnic demographics could hamper Walmart’s growth:

Walmart recently announced plans to open 150 new stores in the U.S. over the next five years.45 This expansion announcement arrives on
the heels of Walmart closing 15 stores in majority-minority zip codes and shuttering Walmart Health,*® a keystone of its 2020 racial equity

pledge to expand healthcare access to underserved and low-income communities.*” Moreover, Walmart’s planned expansion is occurring

against the backdrop of a diversifying U.S. population, in which people of color are amassing purchasing power48

labor supply growth.49 As Walmart seeks to unlock new sources of revenue,50 expand market share, and grow its competitive
advantage in a majority-minority world, its success will depend in part on its ability to appeal to and make investments in BIPOC
workers and consumers. A racial equity audit can serve as an important tool for enabling Walmart to address extant problems like
racial profiling, which damage its reputation among Black and Brown consumers. A racial equity audit that utilizes robust
stakeholder engagement can also help Walmart identify new market opportunities and revenue streams targeting communities and
consumers of color.

and driving nearly all

Given Walmart’s size and influence, the risks posed by its racially inequitable practices, policies, and products reverberate through the

econo

my:
As the nation’s largest retailer, grocer, and private employer, Walmart’s contributions to systemic racism have a multiplier or spillover
effect on low-wage industries and labor markets, which in turn frustrates broad-based economic growth. Given Walmart’s size and
influence, a racial equity audit that results in improvements to company policies and practices would unlock equitable value
creation within and across multiple industries, which would benefit diversified investors.




Walmart’s self-disclosures and DEI initiatives are not a substitute for a racial equity audit

Walmart has improved its self-disclosures to include reporting on statistically adjusted racial and gender pay gaps. However, it still does not
report unadjusted median pay gaps, which provide a better indication of how racial inequities in pay and opportunity contribute to

racialized wage inequality.5 !

In its opposition statement, Walmart lists several diversity, equity, and inclusion (DEI) programs it has developed to promote associate belonging,
such as the President’s Inclusion Council and Live Better U.>% A recent study found significant discrepancies between U.S. public companies’

stated DEI commitments and their actual human capital outcomes, suggesting high rates of “diversity washing.”5 3 Indeed, many associates
maintain they have never heard of the programs touted by Walmart. According to 31-year associate Daniel Coles, “Walmart executives say they’re
doing all these things to address racial inequity...[but] in my thirty-plus years at Walmart, [ haven’t seen any initiatives from the top.”54 Daniel’s
insight is consistent with research findings that conclude that while companies may have policies and practices in place to attract and retain low-
wage workers, they often do a poor job of actually implementing them.>> While Walmart’s DEI initiatives may be well-intentioned, a racial
equity audit is needed to determine whether these initiatives are actually addressing workers’ needs, achieving their intended objectives,
and being fairly and consistently implemented across the company’s 4,615 U.S. stores.

More importantly, self-disclosures and workforce DEI initiatives are not a substitute for a high-quality racial equity audit. Disclosure is only one
part of a comprehensive racial equity audit, which uses data to identify problems, propose recommendations, and create a timeline for
remediation. A racial equity audit goes beyond assessing the effectiveness of Walmart’s existing DEI initiatives to examine how the
company’s core business model, products, and operations perpetuate systemic racism across its entire value chain and in the broader

economy.56

A significant percentage of independent shareholders have already expressed support for a racial equity
audit

A similar proposal calling on Walmart to conduct a racial equity audit was voted on in 2023 and received 42 percent of shares voted by
shareholders who are not part of the Walton family.57

Support for additional shareholder proposals

Majority Action also recommends support FOR the following shareholder proposals:
e Item 6: Human Rights Impact Assessments
e Item 7: Set Compensation that Optimizes Portfolio Value for Company Shareholders
e Item 9: Workplace Safety and Violence Review
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