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How to Beat Wal-Mart  
at Your Own Game

Wal-Mart’s dominance in retail is 
indisputable. But rival chains have 
carved out successful niches for them-
selves by understanding the giant’s 
vulnerabilities and then exploiting 
them. By doing so, they’ve demon-
strated that other attributes can mat-
ter far more to consumers than prom-
ises of low prices. This article was 
written by Russ Jones, Keith Jelinek, 
and Frank Jones, Directors at Alix-
Partners LLP and is reprinted here 
with the company’s permission. See 
them on the Web at www.alixpart-
ners.com.  A 14-page overview of the 
2006 AlixPartners Consumer Sen-
timent Index can be found at www 
.alixpartners.com/CSI2006.

“It’s a Wal-Mart World.” That’s the 
headline we used in the AlixPartners 
2006 Consumer Relevancy Study, which 
asked 6,000 consumers to grade indi-
vidual retailers within 13 major retail 
categories. 

While certainly no trend today is more 
obvious than the growing power of the 
“Bentonville Behemoth,” what surprised 
us is how pervasive the chain has become 
in the minds of consumers. 

According to our study, Wal-Mart has 
almost completely broken down tradi-
tional sales channels. The retail giant 

has become not only the most prominent 
brand in the mass-marketer category but 
is also seen by consumers as the #1 dis-
count retailer, #1 grocer, #2 convenience 
chain, #3 in both do-it-yourself and elec-
tronics, and #4 or #5 in everything from 
drug to books. In short, in many ways 
Wal-Mart defines retail in America to-
day. A “channel-buster” of these propor-
tions is simply unprecedented. 

If that weren’t enough, in addition to 
its bold new regional prescription-drug 
experiment, Wal-Mart also has em-
barked on a national marketing effort to 
persuade consumers that there is more 
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Maximize the Impact of Your 
Pricing Efforts

Don’t Miss These Upcoming Pricing Events 

t 2-Day Workshops in Chica-
go, July 12-13, 2007, at the Chi-
cago Westin O’Hare Hotel

2 Days, 2 Credits, 1 Location! 
Topics include: Pricing for Prof-
itability; Pricing Research: A 
View of Tomorrow; Pricing for 
Service Providers; Pricing, Bun-
dling & Tiering; Pricing and 
Revenue Optimization

The Professional Pricing Society website www.pricingsociety.com is the best 
location to keep up-to-date on PPS happenings, such as workshops, conferences 
and webinars. 

t 18th Annual Fall Conference 
2007 in Orlando, October 24-25, 
Workshops; October 25-26, Full 
Conference; at the Hilton in the Walt 
Disney World Resort

t European Workshops & Confer-
ence, November 22-24, Workshops; 
November 23, Full Conference; at the 
Radisson SAS Hotel, Brussels
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to the chain than just low-priced ba-
sic items. Nearly 130 million custom-
ers shop its 3,800-plus U.S. stores each 
week, yet just 45% shop the whole store, 
estimates the research firm William 
Blair & Co. Moreover, 40% of regu-
lar shoppers stick to low-margin basics. 
Wal-Mart executives have decided that 
high-margin categories such as apparel, 
electronics, and home fashion have the 
potential to drive sales and margin in-
creases. Moreover, they are putting big 
marketing dollars behind the effort, cut-
ting traditional ad spending and plowing 
a lot of that money into category expan-
sions and upgraded store interiors.

So, given all this, can retailers actually 
win against Wal-Mart — and if so, how?

Chinks in the  
Wal-Mart Armor
With so many (mostly unhelpful) books, 
magazine articles, and newspaper stories 
on competing against Wal-Mart already 
written, it would be foolhardy to say 
there’s anything approaching a “magic 
formula.” Nevertheless, there are formu-
las — plural — out there that can, and 
are, working. Wal-Mart may be big and 
strong, but it is not invincible. 

In competing with Wal-Mart, what 
usually doesn’t work is a “hit ‘em where 
they ain’t” approach because Wal-Mart 
is virtually everywhere these days. 
However, what can work is a “find the 
chinks in their armor” approach. In 

other words, beat Wal-
Mart at your own game. 

In our view, understanding 
Wal-Mart’s strengths and 
the opportunities to exploit 
its vulnerabilities come 
from analyzing the five key 
attributes of the retail store 
from a consumer perspec-
tive. These are Product, 
Price, Experience, Access, 
and Service. 

We asked consumers for 
opinions on how well re-
tailers perform on each 
attribute. Their answers 
point the way for compa-

nies looking to succeed in the Wal-Mart 
world. 

What are the some of the chinks in the 
Wal-Mart armor? Several important 
trends leap out of our consumer study; 
and some of these suggest that, if re-
tailers really listen to consumers, Wal-
Mart’s current dominance might not be 
so overwhelming after all. We’ll look at 
some of the areas where Wal-Mart ap-
pears vulnerable and point out a few ex-
amples of retailers that have found a way 
to thrive against the giant by focusing on 
their own game.

Product
When it comes to product, Target, of 
course, has consistently proved it can 
compete successfully against Wal-Mart 
at the higher end of the mass discount 
product scale (e.g. apparel and home 
fashion). 

Target’s apparel approach has established 
“Tar-jhay” as the place for value apparel 
“with cachet,” and its impressive compa-
rable store sales trends of late are due in 
large part to its ability to offer a strong 
and stylish set of private-label softlines, 
marketed aggressively to create a level of 
brand equity that Wal-Mart has never 
attained in this area.

Similarly, Kohl’s found a way to compete 
with Wal-Mart, not at the high end of 
the margin scale, but right in the middle. 

With a strong lineup of national brands 
not sold at mass discounters and avail-
able at prices below traditional depart-
ment stores, Kohl’s has created a busi-
ness model that has produced impressive 
comparative store sales increases. It has 
also seen its store count expand to over 
740 locations. What Kohl’s figured out 
is that when it comes to what consumers 
put on — as opposed to in — their bod-
ies, name brands mean a lot!

Wal-Mart has successfully established 
dominance with the price attribute in 
the minds of its consumers. It has long 
featured low-priced fashion and electron-
ics basics as part of that image. 

Changing consumer perceptions, with its 
current push into higher-margin, fash-
ion-forward apparel will not be easy. 
Retailers who can establish product as-
sortments where price is not decisive in 
consumer choices will find it possible to 
succeed in the battle with Wal-Mart.

Access 
Access is a multi-faceted attribute in the 
minds of consumers. For example, Wal-
Mart and Target both exceed customer 
expectations for this attribute in our 
study, but for markedly different reasons. 
Having a large number of locations does 
create easy access in terms of customers 
being able to get to your store. 

However, once inside, this attribute takes 
on new meaning. Wal-Mart is now try-
ing to change this aspect of its stores, as 
well, by making the inside easier to shop 
with more accessible (lower) shelving, 
upgraded electronics displays, and im-
proved fixtures in other departments.

Target is already there. So is Bed, Bath 
& Beyond, a retailer with a highly fo-
cused product assortment and great ac-
cess scores in our study. These high ac-
cess scores can be attributed to logical 
in-store layout coupled with a highly 
focused product assortment. Moreover, 
you do not have to fight crowds buy-
ing things like toys, paint, and groceries 
when you shop there. 

How to Beat Wal-Mart at Your Own Game 

Wal-Mart’s dominance in retail is indisputable. But rival chains have carved out 
successful niches for themselves by understanding the giant’s vulnerabilities and 
then exploiting them. By doing so, they’ve demonstrated that other attributes can 
matter far more to consumers than promises of low prices. This article was 
written by Russ Jones, Keith Jelinek, and Frank Jones, Directors at AlixPartners 
LLP and is reprinted here with the company’s permission. AlixPartners has 
served dozens of leading retailers with their performance-improvement and 
turnaround services.  See them on the Web at www.alixpartners.com.  A 14-page 
overview of the 2006 AlixPartners Consumer Sentiment Index can be found at 
www.alixpartners.com/CSI2006.

“It’s a Wal-Mart World.” That’s the headline we used in the AlixPartners 2006 
Consumer Relevancy Study,i which asked 6,000 consumers to grade individual 
retailers within 13 major retail categories.  While certainly no trend today is more 
obvious than the growing power of the “Bentonville Behemoth,” what surprised us 
is how pervasive the chain has 
become in the minds of consumers.

According to our study, Wal-Mart has 
almost completely broken down 
traditional sales channels. The retail 
giant has become not only the most 
prominent brand in the mass-
marketer category but is also seen by 
consumers as the #1 discount 
retailer, #1 grocer, #2 convenience 
chain, #3 in both do-it-yourself and 
electronics, and #4 or #5 in 
everything from drug to books.  In 
short, in many ways Wal-Mart defines
retail in America today.  A “channel-
buster” of these proportions is simply 
unprecedented.

If that weren’t enough, in addition to its bold new regional prescription-drug 
experiment, Wal-Mart also has embarked on a national marketing effort to 
persuade consumers that there is more to the chain than just low-priced basic 
items.  Nearly 130 million customers shop its 3,800-plus U.S. stores each week, 
yet just 45% shop the whole store, estimates the research firm William Blair & 
Co.  Moreover, 40% of regular shoppers stick to low-margin basics.  Wal-Mart 
executives have decided that high-margin categories such as apparel, 

WAL-MART THE CHANNEL-BUSTER

Category Rank Category Rank 

Overall 1 Club 4 

Discount 1 Drug 4 

Grocery 1 Office 4 

Mass 1 Sport 4 

Convenience 2 Books 5 

D-I-Y 3 Clothing 5 

Electronics 3 Dept Stores 5 
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Talk about a chink in the armor: Wal-
Mart may be spending more on the in-
side of its stores, but a barn is still a barn 
— and that’s a basic, strategic fact never 
to be overlooked.

Service
In a recent conversation with a retail 
shopper, we asked about customer service 
at some of the notable retailers. When 
asked about Wal-Mart, she paused and 
then asked if we noticed that the phrase 
“How Can I Help You?” appears on the 
back of the blue Wal-Mart smocks. She 
noted that this was her impression of 
customer service at Wal-Mart — that it 
boiled down to seeing little but the back-
side of employees seemingly always head-
ed somewhere else! 

In fact, when it comes to service, Wal-
Mart scored much lower than many 
other retailers did in our study. And our 
findings mirror those in the recently re-
leased 2006 Consumer Reports grocery 
store survey, where Wal-Mart received 
the worst score possible for service. 

Knowing there are opportunities to be 
had, many retailers have successfully 
built a core competency around custom-
er service such as Nordstrom, Coldwater 
Creek, Publix, L.L. Bean, Harris Teeter, 
and Recreational Equipment, Inc. (REI). 

But even in the grocery trade, where 
much has been made of Wal-Mart’s 
heavy influence, at least one grocer, the 
regional chain Wegmans Food Mar-
kets from Rochester, New York, seems 
to have found a formula that works for 
them — thank you very much!

Wegmans lives and breathes customer 
service, and shoppers reward them with 
a level of loyalty that is truly impressive. 
How do they do it? They start by tak-
ing care of their employees. Wegmans 
ranked #2 in Fortune’s “Top 100 Com-
panies to Work For” in 2006. In fact, 
they have been in the top 100 since the 
list started in 1998. 

CEO Danny Wegman says the firm’s 
employees are “something our com-
petitors don’t have and our customers 

couldn’t get anywhere else.” Re-
tailers take note: Are your employ-
ees such a competitive weapon?

Experience
In terms of competing on the 
overall shopping experience, one 
need go no further than two of 
the retailers already mentioned: 
Target and Wegmans. Both do 
business in channels that are in 
Wal-Mart’s “sweet spot,” i.e. mass 
discount and grocery. Yet, both 
companies are thriving. 

Target created its strong brand 
in large part on the very experi-
ence of being inside its brightly lit, 
bold-colored stores and encounter-
ing “cheap-chic” products. Com-
pared with a Wal-Mart store, 
the Target experience is like the 
difference between going to a 
trendy nightspot versus an Elks 
Club lodge: both serve beer, but 
what a different experience!

Wegmans, meantime, has created what 
some call a “theater of food,” and cus-
tomers are eating it up — both figura-
tively and literally! Visiting a Wegmans 
is more than a weekly shopping trip; it’s 
like a trip to a Paris or SoHo market. 
High quality produce, a wide selection of 
fresh baked goods, hundreds of varieties 
of cheese, expert help in meal-planning 
and an array of other in-store services 
create an experience unmatched today in 
the grocery industry.

Do Your Own Thing:  
Dare to be Average!
Sam Walton himself gave some great ad-
vice on competing with Wal-Mart: “You 
know, there have been articles … written 
on how to compete with us. And I’ve got 
a few suggestions of my own … They 
need to avoid coming at us head-on, and 
do their own thing better than we do 
ours.” 

Can you win against Wal-Mart? You bet 
you can. But it means finding out what’s 
truly relevant to the consumer — and 
then “doing your own thing” in that 
market category. 

As for “daring to be average,” the Alix-
Partners 2006 Consumer Sentiment In-
dex clearly shows that consumers today 
want businesses to absolutely, positively 
“wow” them in one key area (e.g., ser-
vice) — while differentiating themselves 
in a second (e.g., product).  

Put the lion’s share of your time and 
resources into excelling in two highly 
relevant areas, and its OK, even advis-
able, merely to meet expectations in the 
other three.  

In other words, “dare to be average” in 
the other three, resisting the ever-pres-
ent temptation to spend “just a little 
more” on things your customer probably 
doesn’t really care that much about any-
way. In fact, if you’re spreading precious 
assets, peanut butter-style, evenly across 
all five attributes, you’re either wasting 
money or, worse, condemning all five to 
mediocrity.  

As to “doing your own thing,” recent 
history has proven that where others 
so often fell short, ol’ Sam also knew a 
thing or two about good advice!

Product
When it comes to product, Target, of 
course, has consistently proved it can 
compete successfully against Wal-Mart 
at the higher end of the mass discount 
product scale (e.g. apparel and home 
fashion).  Target’s apparel approach has 
established “Tar-jhay” as the place for 
value apparel “with cachet,” and its 
impressive comps of late are due in 
large part to its ability to offer a strong 
and stylish set of private-label softlines, 
marketed aggressively to create a level 
of brand equity that Wal-Mart has never 
attained in this area. 

Similarly, Kohl’s found a way to compete 
with Wal-Mart, not at the high end of the 
margin scale, but right in the middle.  
With a strong lineup of national brands 
not sold at mass discounters and 
available at prices below traditional 
department stores, Kohl’s has created a business model that has produced 
impressive comp store sales increases. It has also seen its store count expand to 
over 740 locations.  What Kohl’s figured out is that when it comes to what 
consumers put on—as opposed to in—their bodies, name brands mean a lot! 

Wal-Mart has successfully established dominance with the price attribute in the 
minds of its consumers.  It has long featured low-priced fashion and electronics 
basics as part of that image.  Changing consumer perceptions, with its current 
push into higher-margin, fashion-forward apparel will not be easy.  Retailers who 
can establish product assortments where price is not decisive in consumer 
choices will find it possible to succeed in the battle with Wal-Mart.

Access
Access is a multi-faceted attribute in the minds of consumers.  For example, Wal-
Mart and Target both exceed customer expectations for this attribute in our 
study, but for markedly different reasons.  Having a large number of locations 
does create easy access in terms of customers being able to get to your store.  
However, once inside, this attribute takes on new meaning. Wal-Mart is now 
trying to change this aspect of its stores, as well, by making the inside easier to 
shop with more accessible (lower) shelving, upgraded electronics displays, and 
improved fixtures in other departments. 

CONSUMERS’ TOP 10

1 Courteous employees  

2 Well-marked price

3 Good-quality merchandise  

4 In-stock merchandise  

5 Honest prices  

6 Unconditional returns  

7 Quick and easy returns  

8 Easy to find what you want  

9 Clean store  

10 Convenient hours  

“Please treat me with respect and dignity, 
don’t rip me off, and don’t waste my time”–
that’s what consumers in 2006 are saying.  
Consumers would like retailers simply to 
obey the Golden Rule: Treat me like you’d 
treat yourself.  




