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Chapter 1: Introduction

Every business faces challenges and has opportunities, and Walmart is no exception. Challenges in business may include uncertainty about the future, increased competition, reduced customer loyalty, decreased profits, and complying with the regulations among others (Zook & Graham, 2006). There is no standard procedure for addressing the challenges. Different challenges require different solutions. For example, the issue of decreased customer loyalty may be addressed by increasing the customer's satisfaction, while abiding by the regulations may solve the problem of non-compliance. An organization should thus find the best possible solution to the issues that they may be facing. A business environment may also have opportunities. For example, the opportunity of acquiring more customers through expansions or acquisitions and the opportunity to diversify among others. The various opportunities also require different strategies for a business to benefit the most. For example, expansions to new markets need to be strategic and systematic. A company should move to markets that have the potential for growth. It should not just be about moving to a new market but instead assessing whether the business will be successful in that market. This paper will identify and analyze the various challenges and opportunities in Walmart’s business environment.

Chapter 2: Company Profile

Walmart is a global retail firm, which runs a chain of hypermarkets, discount department stores, and grocery stores. Its headquarters are in Bentonville, Arkansas, in America, where the corporation started its operations (Zook & Graham, 2006). Sam Walton founded the firm in 1962 and later in 1969, incorporated it. In addition to its stores, the firm also owns retail warehouses of Sam Club. Since its incorporation, the company has expanded its physical stores to at least 27 countries that are strategically spread across the globe. It presently has at least 11,438 stores and clubs that are spread across the 27 countries (Meyersohn, 2019). The company uses different operating names. For instance, in the US as well as Canada, it uses the name Walmart, while in the UK, it uses the name Asda. In India, the corporation is known as the best store, while in Japan, it is known as the Seiyu Group. The motivation behind the different names is to ensure that the local community in the country of operation view it as their own. It is a strategy that ensures the locals accept it as their own and thereby becoming loyal customers to the brand. Most of the adopted names are from the locale of a store.
The company has exclusively owned operations in some countries, including South Africa, Canada, Argentina, and Chile. In Brazil, the firm holds only 20% of the shares of the stores in that country compared to 80%, which is owned by Advent International, a private equity company (Gupta, 2018). That is partly because of the store’s performance in Brazil. Its different physical stores that are strategically branded and spread around the world ensures that it is the largest firm in the world going by its revenues. The firm has a good reputation, always delivers as per the needs of the clients, and has strategically placed its business. Therefore, it has loyal customers, and it acquires more customers consistently. According to the 2019 Fortune Global List, Walmart has revenues amounting to $514,405 billion and total equity of about US $ 79.634 billion (Martínez et al., 2017).  The firm also prides itself on being the largest global private employer with over 2.2 million employees. The Walmart family controls the business although it is a publicly-traded corporation. In the 2018-2019 financial year, the company was the largest grocery retailer in the US. Most of its revenues also come from stores in the US, with 65% of its revenues, representing $ 510,329 billion coming from operations in the US.

The growth of the company over the years has been tremendous. That can be attributed to proper management and the way it treats its clients. It’s a people’s company and hence has invested in the people. By 1972, the firm had been listed on the New York Stock Exchange. By 1989, it had become the largest company by revenue and was the most profitable company by the previous year (Martínez et al., 2017). Its international investments produce mixed results and hence is mostly relying on the massive investment in the US. For instance, it is not doing well in South Korea and Germany, while in the UK and Canada, its revenues show that it is performing exceptionally well. 

Chapter 3: Objectives of the Study

The objectives of this research study will include the following;

1. To understand the challenges that Walmart faces in the business environment.
2. To understand the opportunities that Walmart has in the Business environment.

Research Questions

1. What are the challenges that are facing Walmart as a business?

2. What are the opportunities that Walmart has in the business environment?

Chapter 4: Research Methodology

The study employed both qualitative and quantitative research methods. However, qualitative methods were majorly used. Qualitative research involves the use of non-numerical data in conducting a study. This research used secondary sources to gather information. A review of the literature was done on previously conducted research on the topic to identify the challenges and opportunities facing Walmart. In this research study, the sources for the secondary data included academic journals, company websites such as the website of Walmart and Amazon, newspapers, and magazines. The sources provided quality information about the question because different experienced writers wrote them. The data was then analyzed and interpreted, and a conclusion was developed.

Chapter 5: Findings

Challenges Facing Walmart

1. The company does not make profits in most of its international stores

2. High operational costs

3. Intense competition from other retail brands in the industry.

4. Complaints from both its existing and former employees, which lead to court cases. 
Walmart Opportunities

1. There is room for expansion internationally

2. Growing e-commerce operations and opportunities

3. There is an opportunity for product diversification

Chapter 6: Analysis and Interpretation

Challenges

The company does not make profits in most of its international stores

Walmart faces a challenge of little or no growth and a reduction in sales and profits in most of its international stores. According to Huchzermeier (2016), 65% of Walmart’s revenue in 2016, came from US stores. The remaining 35% was shared among the 26 other countries that it is operating. Those figures indicate how the international market is not performing well as compared to the US market. Therefore, there is a need for new strategies to increase the profit margins in the global market. 

The company made considerable losses in its German stores leading to a closure of the stores in that country. Walmart made significant investments in the 90s in Germany to get hold of the German retail market. The company acquired different stores in Germany in its effort to be the leading retail store in Germany. For instance, it acquired 21 stores of Wertkauf, a supermarket chain in Germany, for DM 750 million in 1997. The corporation further acquired 74 Interspar stores in 1998 at a total cost of DM 1.3 billion. That shows how it invested in this market. However, getting hold of the market after the acquisitions was the biggest challenge. It struggled to achieve the sales that it had projected before getting into this market. Its prior study on the market seemed not to be accurate. Most companies in Germany during this period used a low price strategy, which was similar to Walmart’s strategy. Therefore, concerning the pricing strategy, Walmart had zero competitive advantage. The people living in Germany did not see how it was different from the retail stores that they had. Furthermore, the culture of the company was not positively viewed by both the customers and the employees who were mostly the locals. For example, the company, in its ethics statement, discouraged employees’ relationships, which was against the labor laws in Germany.  The company’s reputation, therefore, suffered big time as the issue was publicly discussed. It never got off, and the huge investment proved to be a waste. It withdrew from this market in 2006 due to the losses. 

Walmart also made significant investments in the South Korean market, but the investments did not pay off, leading to a closure of its operations in that country. It made huge losses, leading to its exit of the market in 2005. Its low pricing strategy means that it does not make as high profits per sale, as it would have been had it employed a different approach (Spicer & Hyatt, 2017). Therefore, the problem that the company faces in most of the other countries apart from the US is adapting to their culture and being accepted as the country’s store. That leads to fewer customers, meaning reduced sales and profit margins. It also explains the reason the company is over-dependent on the US market for its revenues.

High Operational costs

The company has invested in many physical stores in the countries of operations. However, changing customer shopping habits are making the stores less and less viable. The world has evolved technologically, and most people are making their purchases online. Running the stores is expensive since there are costs involved, including the bills such as electricity and water among others. It is costly to run physical stores than it is to run an online business (Zook & Graham, 2006). Therefore when compared to some of its competitors such as Amazon, who have entered the grocery business, its operational costs are high, and that reduces the profit margins.

The company also prides itself on being the highest private employer. On the one hand, it is positive as it has reduced the rate of unemployment. However, on the other hand, the costs of paying salaries for all these employees is enormous. IN 2018, the company announced that the wages of employees would further go up to at least $11 as a result of the federal tax cuts (Zook & Graham, 2006). It is important to note that it is not possible to decrease the salaries of the employees after it has been increased. The government always sets the minimum wages that should be paid to all the employees. These costs decrease profit margins. It is a challenge that Walmart has been facing. 

Walmart’s strategy of low prices of its products attracts new customers and increase the loyalty of the existing ones. However, it needs to address the issue of high operational costs if it is to continue competing with other players in the retail industry. It should fast track and promote its online business more to reduce the number of physical stores that it has opened over the years. They should only open stores in strategic locations to serve a vast region while promoting the idea of purchasing grocery online. That will reduce the costs of operations. Additionally, the company should also revamp its labor strategy (Feldman, 2019). More employees do not translate into more sales or efficiency. It should invest in technology and cut on the number of employees to reduce the costs of operations.

Intense competition from other retail brands.

There is intense competition in the retail sector. Walmart is facing competition from other retailers such as Amazon. The two giants have been competing against each other, and they have entered each other’s space (Wilson, 2019). Amazon is currently selling groceries, while Walmart purchased Jet.com to gain a foothold in the online market. It was a strategic move for Walmart since jet.com is a fast-growing online shopping site and has been making huge sells and profits. That acquisition has increased its stock price as well as the purchases that are made online. 

However, it still lags behind Amazon in the e-commerce space. According to Wilson (2019), intense online competition is affecting the revenues of Walmart. The company is forecasting online losses of more than $1 billion. There are many online players, and making profits is getting harder by the day. Amazon has continued to dominate the online market despite the entrance of Walmart. In 2016, Amazon accounted for approximately 38% of the online market, up from 32% the previous year. In the same year, Walmart accounted for only 4.7%.the remaining other online retailers shared 57%. That shows how there are many players in the online retail space and the intense competition that exists in that space. 

Despite lagging behind in the online space, Walmart continues to dominate the physical space. For instance, in 2018, it earned approximately $270 billion from its grocery stores to maintain its status as the world’s largest grocery store. Compared to its current biggest competitor in the retail sector, Amazon, which earned a merely $20 billion (Wilson, 2019). Walmart chose to enter the online space to increase its revenues due to the ever-growing competition. Having diverse sources of income is essential for the growth of a business. Therefore, to continue growing and face increasing competition in the retail industry, Walmart needs to continue diversifying its business. 

Labor Relations.

Walmart has more than 2.2 million employees, and therefore chances of having a percentage of the workforce disgruntled are high. Some of the issues include poor working conditions, low wages, anti-union policies, and discriminatory benefits among others (Feldman, 2019). That means that it is spending part of its revenues on handling the many litigations that it currently has. It’s diverting the attention and resources of the company from the primary goal. Instead of solely focusing on growth, it also concentrates on cases that involve either the existing or previous employees.

For example, the National Labor Relations Board stated in 2013 that Walmart had pressured its employees in 13 US states not to engage in strikes during black Friday. The statement further noted that those employees who defied the order were illegally punished. The poor working conditions and the anti-union policies have led to high employees’ turnover rate in the company. According to Feldman (2019), about 70% of Walmart’s employees leave within the first year of employment. The company, therefore, incurs additional costs to recruit and train new employees due to the high turnover rates. The company has also faced gender discrimination lawsuits. For example, it faced a lawsuit in 2007, Dukes v Walmart, which was about discrimination against pay and promotion regarding female employees. The many legal battles involving its employees are tarnishing the company’s name. It is losing some of its loyal customers due to such issues. It is a challenge that needs to be addressed.

Walmart Opportunities

There is room for international expansions.

Despite failing in countries such as Germany and South Korea, Walmart has experienced success stories in countries such as Canada and the Central America region. The corporation has physical stores in 27 countries. There is still significant room for expansion to other developing and developed markets. For example, the Asian and the Caribbean market is yet to be fully exploited (Gupta, 2018). Therefore, it can strategically expand to regions that have not been saturated.

A case study of a significant strategic international expansion was in 2018. Walmart viewed the Indian market as a tremendous potential market that had not been saturated. They thus pulled back a little from a saturated UK grocery market and invested some of the proceeds to the Indian market, which was less saturated. That was a strategic move, as instead of continuing to invest in a market where sales are declining, it is better to go to a market where sales will increase, and profits maximized.

The strategy can be used in other countries. The company should invest in countries that have less saturated retail markets to increase its sales and profitability. Additionally, partnering with local companies or acquiring the local brands in the countries where they have invested is key to penetrating those markets. For example, in 2009, the company acquired Distribución y Servicio D&S SA in Chile (Gupta, 2018). The largest grocer in Chile was renamed Walmart, and that contributed to the success in the country. Partnering or acquiring local companies makes it have the local feel, and it becomes easier to adapt to the cultures of the new country and understand them better. Therefore, Walmart should strategically expand to international markets. 

Growing e-commerce operations and opportunities

Online shopping is becoming the in-thing around the world due to the increase access and affordability of internet connections. Most people prefer to make their purchases online, as the benefits of online buying are very many. Walmart has, in the past, focused on physical stores for expansion. However, it acquired jet.com to help it penetrate the online market and become an online giant just like Amazon (Wilson, 2019). Although its online sales have not been as huge as those of Amazon, they are steadily increasing on a year-on-year basis. Therefore, this is an area that it needs to invest in as much as it deeds while opening the physical stores.

The company adopted a strategy in the US market that was aimed at capturing the wealthier Americans who do online shopping. It has worked as the online business of Walmart in America has continued to expand despite having the most physical stores in the country. The strategy involved making online sells to those individuals who prefer doing their shopping online. Additionally, the company has acquired digital brands such as Bonobos and partnered with grocery delivery startups to boost its online business. Its most significant acquisition to expand its e-commerce business has been jet.com. It is not an easy root, but with strategic investments, the company can penetrate the market.

E-commerce is also an essential space since the costs of operation are lower compared to the physical stores. Therefore, if it penetrates this market, its profit margins will increase since the operational costs will reduce. The online share is enormous, and there is still space for more retail players. Walmart should take advantage of this opportunity, make strategic moves and conduct rigorous advertisements to boost its sales and achieve the desired growth.

Product Diversification

Product diversification is one of the most significant ways of diversifying risks and revenues. When one product is underperforming, revenues will come from the other product (Wilson, 2019). However, diversification should be strategic such that it is not done just for the sake of doing it but rather where there is an opportunity for more revenue. Most of Walmart’s revenue comes from a grocery, and it is time that it diversifies to other products to increase its sources of income and continue to achieve growth.

The company already has a product diversification strategy, although it has not yet been fully adopted. It has various subsidiaries around the world that sell entirely different merchandise. For example, Walmart supercenters sell generalized merchandizes. Sam’s club, on the other hand, is a wholesale dealer. Its competitors, such as Amazon, have expanded due to their product diversification strategies. For instance, Amazon, which was initially an online bookseller, has diversified to sell many other products, including groceries. Walmart should also diversify and sell products that have the potential in the market. A different source of revenue will ensure the company achieves growth. The proceeds can also be used to expand its business to new markets.

Chapter 7: Conclusion

Walmart is the world’s largest company by revenue. Most of its revenues come from the sale of groceries in its stores that are spread across the globe. The firm is, however, facing challenges that need to be addressed if it is to continue being the world’s largest company by revenues. The challenges include high operational costs, reduced profits, or an increase in losses in most of its international stores, intense competition from other retail brands, and increased legal battles. Any company faces challenges, but to continue thriving, they must try to address the issues that are under their control. Issues such as operational costs can be discussed internally. Sorting out that problem will increase profits. Some of the legal battles can also be avoided by treating the employees well and adhering to all the labor laws. The company also has opportunities that it must take advantage of to increase its revenues. They include room for expansion internationally, increasing opportunities in the e-commerce platform, and room for product diversification. All these opportunities are aimed at improving the revenues and profitability of a company and ensure that it achieves its desired growth. 

Every business environment has challenges and opportunities, and how to address or react to them determines where the business will go. Walmart can decide to address its problems so that it can entirely focus on increasing revenues. If it doesn’t address the challenges, then its profits margins will continue to decrease due to the increasing costs of issues such as legal battles. It may also decide to act on its opportunities to ensure it continues to achieve growth. It is up to the business management and stakeholders to decide which root they want to go.
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