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Walmart Strategic Priorities and Behavior
Success and Risk Factors
The major success factors for Walmart’s financial heath and performance and competitive advantage are economies of scale and the use of advanced information technology systems. Like other successful retail stores, Walmart invests more in technological systems, which have improved its inventory control, logistics and distribution. Also, due to the large economies of scale, Walmart has a chain of stores all over U.S and other parts of the world, which increases its inventory turnover and hence higher profit earnings. 
The major risk factors for Walmart’s current and future performance include relatively costs (prices) for its products and opening several retail outlets close to each other. By selling products at a lower price to attract more customers and increase their inventory turnover, Walmart has to significantly lower input costs, which include paying employees lower wages compared to other retail stores. However, the increasing pressures to raise the minimum wages to about $15 dollars per hour will affect the company negatively because it will have to increase the employees’ salaries or experience high employee turnover. Additionally, Walmart’s expansion strategy involves setting many retail stores close to each other. This may limit growth and market share because the retail stores will potentially cannibalize each other and reduce company’s returns on investment. 
Although Walmart’s management invests more in information technology to ensure flawless and efficient operations, the management seems to be more growth oriented because they focus more on establishing subsidiaries in both local and overseas markets. Walmart responds proactively to both internal and external risks inherent in their operations. For instance, the company closed 259 retail stores with poor financial performance of which 154 were U.S based as a strategy to reduce costs of production and increase their focus on e-commerce business.     
How Walmart can better capitalize on non-financial factors
The retail industry market in U.S is saturated and thus highly competitive. The retail market is U.S is dominated by Target Corp, Costco Wholesale Corp, Amazon and other retail giants that offer stiff competition in terms of market outreach and skilled workforce. Thus, Walmart can capitalize on market share by making additional investment in overseas markets especially in developing countries through francizing or setting up subsidiaries. The company can also capitalize on reputation by motivating and encouraging their employees to offer quality services to customers to win their loyalty.        
The most significance internal risk to Walmart’s financial performance is the high potential of loss of talented personnel. Walmart sells its products at the lowest cost compared to other retail stores to increase their customer base and they are therefore forced to reduce input costs including costs of labor to meet other operating expenses. Also, employees at Walmart serve a high influx of customers and work for longer shifts to meet the customers’ demand. Both of these factors, lower pay and poor work-life balance result to increased employee turnover at Walmart leading to loss of skilled personnel and increased costs for additionally hiring and onboarding.           
	Projection of Walmart’s future performance.
	Walmart’s aggregate financial performance has increased invariably for the last ten years, between 2006 and 2016. For instance, the company’s net revenues increased consistently from $308 billion in 2006 FY to 478 in the 2016 FY as shown in the following graph.


Graph 1: Walmart’s Net Revenue between 2006 and 2016.

However, Walmart’s operating income and net profit deteriorated significantly between 2012 and 2016 due to higher marketing requirements to counteract competition. 
Table 1: Walmart’s financial performance between 2012 and 2016.     
	
	2012
	2013
	2014
	2015
	2016

	Gross Margin %
	25.0
	24.8
	24.8
	28.8
	25.1

	Operating Income (USD Mil)
	26,491
	27,725
	26,872
	27,147
	24,105

	Operating Margin %
	5.9
	5.9
	5.6
	5.6
	5.1

	Net Profit (USD Mil)
	15,699
	16,999
	16,022
	16,363
	14,694

	Dividends 
	1.46
	1.59
	1.88
	1.92
	1.96

	Cash Flow (USD Mil)
	24,255
	25,591
	23,257
	28,564
	27,389




	Based on the above financial health and performance, Walmart’s net revenue, gross margin, dividends and cash flow are expected to increase in the next three years, while operating income and the net profit are expected to deteriorate further. The projection that Walmart’s net profit will decline further is based on the assumption that the company will have to increase their marketing expenses in order to counteract competition which is increasingly becoming stiffer. On the other hand, the company’s revenue earnings will potentially increase because the company has shifted its focus to e-commerce, which will allow it to seize the opportunity for the increasing online customers.     
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Walmart Net Revenue Since 2006
Series1	
2006	2007	2008	2009	2010	2011	2012	2013	2014	2015	2016	308.500000	344.760000	373.820000	401.090000	404.710000	418.500000	443.420000	465.600000	473.080000	482.230000	478.610000	Fiscal Year
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