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Phase III: WalMart, Inc.
Over the past 50 years, the need and reasons for global sourcing have increased due to the development of the Internet (Leenders, 2006, pg. 372). Some reasons companies have chosen to purchase globally involve the inability to find the products domestically, price, quality, technology, etc. However, some risks include entering a different market meaning cultural clashes, time lag in deliveries, different languages as barrier, hidden costs, political and barriers, fluctuations in currencies, and ethics. (Leenders, 2006, pgs.  374-380). 
Wal-Mart has been successful in the United States because of their buying of manufactured products for less then as a result passing their savings onto consumers.   This has led to their expansion all over America and throughout the world.  They have modeled their way around selling products cheaper, thus, changing the way we as consumers shop. They have also managed to outgrow all other retailers within their industry.  Not to mention create a multi-billion dollar company in the process.

Wal-Mart development of its retail link expands on the productivity loop that has proven to be highly successful.  They are working with global suppliers to implement their retail link systems that they hope to completely implement in the near future.  One of the successful stories behind the retail link is the introduction of pampers disposable diapers.  Wal-Mart turned an item that had a turnover rate of 25 times per year to 125 times per year.  This success translated into dramatically lower inventory productivity costs for Wal-Mart and its suppliers.  The retail link works because it is built on just in time concepts and methods that have enabled Wal-Mart to work directly with its suppliers.  Key to the retail link is working directly with suppliers.  Success in inventory control has helped to further increase the gap between Wal-Mart and its competitors.

Wal-Mart has a unique relationship with all of its suppliers in that Wal-Mart has all the power in their relationships.  Because Wal-Mart is so big and so profitable, suppliers have to listen and accommodate Wal-Marts wants and demands.  Otherwise, the suppliers could potentially lose a large account especially to a competitor which could have severe and adverse outcomes for them.

Wal-Mart needs to identify and nurture the primary core competency that fueled their growth: fulfilling customer needs with a wide spectrum of products at "everyday low prices. This competency is the product of the aggregate of competencies across individual skill sets and organization boundaries: Wal-Mart is a leader in channel management, inventory control, distribution and customer service. This is a result of the company's ability to coordinate a complex information management and distributing network and to efficiently manage supplier relations, through the use of new technologies and the seamless flow of information.

The main issue facing the management of Wal-Mart was how to sustain their extraordinary growth. As the domestic market reaches saturation, a strategy for at home and for global expansion will be necessary.

The use of effective and efficient supply chain has its advantages. However, in order to deploy an effective and efficient supply chain, it is necessary to coordinate the flow of material, information and financial details among all the parties involved in the supply chain.

The coordination is not always perfect which create problems in the supply chain. Problems may come across the upstream level where sourcing or procurement from external suppliers is done. It may also be the case that the problem lies in the internal systems of the organisation where the packaging, assembly or manufacturing takes place. The problems may also arise in the downstream where the distribution takes place. The various problems that come across the supply chain are discussed in the next section.

The Managers should employ Growth Strategies to improve both the strategic and financial performance of the business. By strengthening and expanding the company's market position, a Growth Strategies will improve both top-line and bottom-line results. Growth Strategies also may be used to counteract (or avoid) the adverse effects of repeated downsizing and cost-cutting programs.

Wal-Mart is the power house it is today because of its readiness to share information with its suppliers. As the store chain saw the benefits of sharing data with suppliers, they moved the information online on its Retail Link Web site. Rena Granofsky, a senior partner at J.C. Williams Group Ltd., a Toronto-based retail consulting firms says that Wal-Mart approached its suppliers as if they were partners and not adversaries, and by implementing such a collaborative planning, forecasting and replenishment program, they have began a just-in-time inventory program that reduced carrying costs for both the retailer and its supplier. Therefore there is a lot less excess inventory in the supply chain because of this system. This type of efficiency is a key in maintaining low price leadership amount retailers as well as allowing for far lower cost margins due to the supply chain. The company's cost of goods is estimated 5% to 10%

According to the Wal-Mart 2009 Sustainability Report (2009), Wal-Mart Stores, Inc. operates Wal-Mart discount stores, supercenters, Neighborhood Markets and Sam’s Club locations in the U.S. The Company operates in Argentina, Brazil, Canada, Chile, China, Costa Rica, El Salvador, Guatemala, Honduras, India, Japan, Mexico, Nicaragua, Puerto Rico and the United Kingdom.  In 2005 Wal-Mart set three core goals toward becoming a more sustainable company and today continues to make real and measurable progress towards these goals: to be supplied 100 percent by renewable energy; to create zero waste; and to sell products that sustain our resources and the environment. 

To help accomplish these goals, Wal-Mart adopted an approach called “Sustainability 360.” This involves taking a comprehensive view of the business to find ways to reduce our environmental impact while engaging Wal-Mart associates, customers and suppliers around the world in sustainability efforts.  Sustainability 360 represents Wal-Mart’s ability to make a difference for the environment and communities around the world.  This approach enables the creation of new ways of doing business, to seek innovative solutions to some of the greatest challenges facing the global supply chain and to provide Wal-Mart customers around the world with access to quality products at affordable prices. 

In each of its markets Wal-Mart customers are finding more products on our shelves that are good for their wallets and good for the environment.  In the U.S., an “Earth Month” campaign in April 2008 featured over 50 of these products, including everything from energy-efficient TVs to environmentally preferable household cleaning products. Around the world Wal-Mart has committed to offering at least one new organic product per food category, and currently sells more than 850 organic products.

In September 2008 Wal-Mart made a commitment at the Clinton Global Initiative to reduce our global plastic shopping bag waste by an average of 33 percent per store by 2013. Today, more than half of the Wal-Mart customers in Seiyu, Japan already report using reusable bags.  Also in 2008 Wal-Mart announced that the company would purchase enough wind energy in the U.S. to supply up to 15 percent of its energy load in deregulated markets in Texas. In Canada, Wal-Mart is one of the country’s largest commercial purchasers of renewable power, including wind and low-impact hydroelectric alternatives.

To increase customer confidence that the products in Wal-Mart stores are safe and durable Wal-Mart took additional measures to ensure responsible sourcing throughout its global supply chain.  During 2008 it focused energies in three areas; advocating for one set of social and environmental standards, and one third-party auditing system, to be used by all global retailers and brands, strengthening compliance requirements, supplier standards and developing a more comprehensive audit and supplier development program, and partnering with suppliers on reducing their environmental impact and on improving efficiency and product quality.

An example of the company’s commitment to responsible sourcing and the difference that improved standards can make is the Redbud Mill in coastal China.  In 2007 Wal-Mart approached the president of this Chinese-owned cotton mill to express concerns about the mill’s history of pollution. At the time, the Redbud Mill was ranked in the second-to-worst category, out of the five categories in China’s “GreenWatch” program. China’s State Environmental Protection Administration created the program to publicly disclose the environmental performance of factories in China. The Natural Resources Defense

Council (NDRC) compiled all of the data gathered through the program, and found that the textile sector is home to some of the China’s heaviest polluters (Wal-Mart Stores, Inc, 2009).

Given this situation Wal-Mart felt that drastic improvement was needed from the mill, and identified it as a condition of continuing to do business with Wal-Mart. In response, the Redbud Mill asked the NDRC for assistance and within a year the mill reported that it had reduced its water use by 35 percent, its electricity consumption by 5 percent and its coal use by 10 percent.  By the end of 2007, the Redbud Mill was subsequently ranked in the second-to-best GreenWatch program category. 

Wal-Mart’s Ethical Standards Program was created to strengthen the implementation of positive labor and environmental practices in factories; to bring opportunities for a better life to people in the countries where Wal-Mart sources merchandise; and to verify factory compliance with the law and with the standards Wal-Mart sets for its suppliers. During 2008 Wal-Mart’s ethical standards group and third-party auditors conducted 11,502 audits in 7,237 supplier factories. Of these factories, 5,098 produced merchandise for our direct import program, and 2,139 produced domestically-sourced merchandise.         

Historically the Wal-Mart ethical standards program has focused on performing, recording and evaluating factory audits and their results. This accomplished the goal of observing and measuring the performance of our suppliers and their factories but it did not allow the company to effectively advise supplier partners on implementing improvements on the floor of their factories, or help them resolve audit findings.

Moving forward, Wal-Mart intends on building upon this foundation of auditing by fostering stronger and broader collaboration among suppliers and stakeholders, and working closely with strategic direct-import suppliers through supplier development programs. The company will also employ training and development techniques to help suppliers build the skills they need to monitor and manage the factories they use. This program is designed to help supplier partners proactively address the root cause of issues in their factories. With this strategy Wal-Mart will move beyond auditing and monitoring factory compliance to share best practices so that its suppliers can implement improvements in their factories (Wal-Mart Stores, Inc, 2009).
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Wal-Mart uses its four primary supply chain drivers to drive supply chain efficiency.
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