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"Can Wal-Mart Possibly Fail"

The Wal-Mart story is one that is sweet and simple led by small town man with a hard work approach. The one thing that Sam Walton valued was the idea of hard work. He was your every day hard working man that had an idea that would change the retail world forever. In 1985 when Forbes magazine named the Walton "richest man in America", he surely was not your prototypically billionaire (Walton 1992). No, he did not reside in the financial capital of the world, New York, nor did live in the million-dollar mansion; his residence was in the little town in Arkansas called Betonville. His business principles were started at a very young age from his first couple of jobs. From his first venture as a milk boy, Sam always understood the value of the dollar and this knowledge of the dollar carried him very far in life, as we will discover later. If there was a penny lying on the street, Sam was the first to pick it up. Through my research of Wal-Mart's dominance, I found Sam's extensive background in athletics played a major part in Wal-Mart's success. He was always one step ahead of his competition in whatever he did set out to do.
When answering the question, Can Wal-Mart actually fail? First I will examine the factors that led to their supremacy. The

Wal-Mart family has always kept their finances very private. They never liked to be in eye of the public. Their old fashion approach to business from the start still remains in the company today. The family owns almost half of all the Wal-Mart stock on the market, thus making it hard for another entity to takeover the company. Sam always knew where his stock was. He was the never the person that wanted to live the high life. He always believed this is why so many companies have failed in the past and continue to fail in the future. Many owners with large percentage shares of stock in their company sell their stock for quick profit. They continue to sell, their stake in the company drops and then a takeover can occur.
Money never meant much to Sam personally. As long as he had a place to live, plenty of room for his dogs and cats, and groceries on the table, Sam was content. He never let things grow out of perspective. This has enabled him to put all his available resources into a company that knew would succeed. On numerous occasions he and his management team would frequently visit his stores creating personnel high for his employee and customers.
Today when many executives are out for only themselves, buying whatever personal item they choose, Sam was different. For Wal-Mart, it took sales of nearly $40 billion and rapid

expansion all over the US, to make Sam finally buy a corporate jet (Walton 1992). On business travel he still remained very nimble. He did not stay in lavish hotels or eat at expensive restaurants. He cited this as one of the main things that were wrong with American business today (Walton 1992). Many people ask the question today, how a company that generates over $50 billion in profits still can follow a restricted budget. The principle is simple "we believe the value of the dollar" We exist to provide value to our customers, in addition to quality and service; we must make our customers save money. Every time we save them a dollar, we are one step above our competitors (Walton 1992, p. 12). Since the first Wal-Mart opening in 1960 in a little town in Rogers, Arkansas, their achievements have been astronomical. Based on a small town principle, Wal-Mart grew to world's largest retail chain, with its nearest competitors far behind. Teamwork served as the Wal-Mart principle. When many other large corporations were headed by people who thought by themselves, only for their sake, Wal-Mart focused on the company as a whole.
One area in which Wal-Mart could possibly fail is in the area of customer service. Being the world's largest retail chain, Wal-Mart main focus of attention is price leadership. When focusing only on price

leadership, there might be a tendency for them to focus on one thing that many consumers look for in a retail store. From experience, Wal-Mart is my choice when it comes to price; however, if I crave the personal attention related the product purchasing I will choose another store. Yes, customer service has the potential to hurt them somewhat; however I do not believe it is enough to cause them to fail. The reasoning behind my thinking is simple. The average Wal-Mart customer chooses because of price and price alone. Where else can you shop and find everything that you desire, and not worry about if you are getting the lowest price.
With all the recent news surrounding the accounting practice of many corporations, there is definitely a possibly Wal-Mart could fail in this area. When retail earning is announced every quarter, Wal-Mart is the company that all other retail chains are compared against. Because of publicity that follows many large corporations, Wal-Mart is in the public spotlight on a daily basis. Any discovery of accounting fraud mentioned in Wal-Mart's earning will definitely hurt the company in many ways. As with companies like Enron, Worldcom and Tyco, leaders in their respective industries, public exposure to their erroneous accounting practices have led to the demise of these companies. Not only were these

companies scrutinized for their financial errors, other major accusations were discovered in the process.
Society perception of Wal-Mart varies on many different levels. Many view it as a one stop shop where you can find anything you desire at the lowest possible price and other view it on a very different level. They see it as corporation that put many "mom and pop" stores out of business because of the corporate greed that surrounded the company. Wal-Mart was viewed by some as the devouring corporate beast of corporation that ruthlessly stomps on workers, neighborhoods, competitors and suppliers. Despite its claim to that it slashes profits to the bone in order to deliver "Always Low Prices", Wal-Mart banks about $7 million a year in profits, making it among the most profitable entities on the planet. Ignoring the needs and prosperity of the community is a hallmark of Wal-Mart. 
The one thing that Wal-Mart did different than it competitors was buy directly from their manufacturer. By doing this and buying in mass qty from their manufacturers, the small business is left on the street with no way of competing .The small business goes out of business, thus changing the way society shops. In this whole process, many small and large retail chains alike fell victim of the Wal-Mart beast. Many people and failing businesses

would like nothing more to see this retail giant fall. However with their major awards and accolades stemming from; being named by Fortune magazine in 2002 as the 3rd most admired company in America to being named one the top companies to have a Diversity Recruitment Programs in 2001 for its aggressive program to hire and promote Latinos, there is no signs of slowing down.
With 1,100 units in Mexico, Puerto Rico, Canada, Argentina, Brazil, China, Korea, Germany, and the UK; Wal-Mart has definitely been busy globalizing around the world. Worldwide over 100 million customers visit the company daily, an astonishing number. Initially when Wal-Mart decided to enter into the global market, they failed to properly forecast the rapid growth they would soon experience. Wal-Mart encountered difficulty in certain international markets due to the lack of historical data, inexperienced management, and the monumental task of buying and stocking different items for each international superstore. When they entered some markets they failed to estimate the phenomenal growth they would soon experience and thus they could not keep up. This caused them to loose important ground in an area in which they knew they could succeed. If this case Wal-Mart identified their errors in the global market and positioned itself so they would not make the

same mistake. Even in this failure to underestimate their potential sales growth in the global markets, it all turned out for the better. It was easy for Wal-Mart. They entered the foreign market with the demand already surfaced and now all that was needed was the supply and personnel. 
By 1997, the company was finally starting to see the benefits of their globalization strategy. Wal-Mart was opening locations at 20% less cost, developing local distribution centers to manage the huge volumes going to stores. The above issues were important but the major factor was tailoring stores to meet local tastes of that particular country. In each global region they entered, they determined one key factor of that area. One thing is for sure; Wal-Mart did not use one single strategy for entering different countries. The choice was based on the specifics of the business, competitive and economic environments therein. After choosing the country, and understanding the environment, the international mgmt team at Wal-Mart would decide on the best entry strategy. They established its presence in local markets by first understanding the uniqueness of each market, and then by adapting its business model to suit that market. The below chart details the specifics of that model:
Country   Mode of Entry 
Argentina Greenfield Operations 


China             Greenfield Operations and Local Adaptation
Canada Acquiring a weak player
Germany Acquiring a dominant entry 
Mexico 50-50 Joint Venture with leading retailer Cifra
Brazil             60-40 JV with local 
When a superstore decides to enter community, they attempt to gain the market share immediately. They move in, and then in turn the other businesses in the area can't compete with their low entry prices. The existing businesses ultimately close. Wal-Mart then in turn raises the prices of their products. It's a simple approach that they used in every community they chose to build a Wal-Mart. This ultimately has a negative effect on the overall community. However the bottom line still remains, Wal-Mart sells cheaper than any other retailer in the immediate market does. Being the number one price leader of retailing industry is the staple of their growth now and I think will be for many years to come.
Overall when a Wal-Mart opens in a given community, they will create jobs in that given area even though they shut down many small businesses. Studies have shown that for every minimum wage part time job that Wal-Mart creates, the community will permanently lose 1.5 full-time jobs over a 3-year period (Hightower 2003). These lost jobs are normally ones that pay above average wages and provide medical

benefits than that of Wal-Mart. Another argument from the municipal politicians is that the overall tax base will increase when a Wal-Mart enters a community; however this notion is wrong. When a Wal-Mart evades, the community has to pay to the service the land, the roads, traffic signals, water, sewer, and anything else you could imagine.
The only way I see a small business succeeding in an area where a Wal-Mart competes is to specialize in products in which Wal-Mart doesn't compete. Fact is they virtually sell everything and that's where the problem lies. Yes, a business that has been around a while before a Wal-Mart enters will probably survive longer than that of a new business. However it is mostly likely stable business will ultimately shut down in a couple of years. Through my research, I found these 6 key factors on how to compete with a Wal-Mart (Lassk 2003).
6 ways to beat Wal-Mart:
1. If a Supercenter is going to open within 20 miles of your store, react.
2. React before it opens.
3. Don't make any assumption about your store and how people see you.
4. Fix your weak points before the store opens
5. Don't play by Walmarts rules.
6. Don't fight Wal-Mart on price unless you know you can beat them.
Many believe that Wal-Mart got to the top by a relentless advertising and marketing scheme. As recently

as the late 1980's, most Americans had never seen a Wal-Mart advertisement, not to mention on of their large superstores. Mr. Walton as stated was a man that shied from the public eye, thus did little to change that perception of the company. One thing he did, while his nearest competitors focused their time and energy on marketing, was focus on operations with Wal-Mart. He invested millions of dollars in a company-wide computer system linking cash registers to headquarters, enabling him quickly to restock goods selling off the shelves. He also invested heavily in trucks and distribution centers, around which he located his stores. Besides enhancing his control, these moves sharply reduced costs. This was a gamble that definitely paid off, as he kept lowering costs, betting that price would prove more important than any other factor. He always acted as if there was a fierce competitor right behind him gaining ground. This is the one thing that I believe keeps Wal-Mart on top of its competition. They consistently are one step ahead of their competition and are doing things their unique way. Instead of building on their strengths Walton and his executive team focused on their weaknesses.
In summary Wal-Mart's strengths definitely out number their weaknesses. This is the reason why I do believe that Wal-Mart will continue to

achieve substantial growth in the future. They will proactively work to fix their weaknesses and build on their many strengths. Many of Wal-Marts competitors are the mere envy of the retailing giant. They strive to better Wal-Mart in all aspects of the retailing industry; however, I believe they are only fighting a lost battle. Let be serious, the only way possible Wal-Mart can possibly fail is if another Wal-Mart size retail chain with lower prices decides to enter the market. To counteract this, every day Wal-Mart introduces new and exciting ideas into its stores. The two most recent that come to mind is selling of the designer jean Levi's and also the introduction of the monthly DVD rental service. Both are risks that Wal-Mart and Wal-Mart only can afford to embark on without serious beneficial losses.
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