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Abstract 

This paper examines the process of digital transformation at Walmart. Walmart is an 
American discount store chain and is one of the world’s largest retailers. As Walmart 
grew, it developed new retail structures and strategies to maintain its leadership 
position. Today, with the advent of the digital era Walmart is in the middle of digitally 
transforming itself. Digital transformation is a foundational change across multiple 
aspects of business, altering customers’ expectations and behaviors. This kind of change 
poses significant challenges to traditional companies and can disrupt their markets. In 
this work, the evolution of Walmart’s digital strategies is discussed by first analyzing its 
roots in traditional industry structure. After that, an analysis of Walmart’s modern-day 
digital strategy and its options going forward presented. 
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1. Introduction 

Sam Walton founded Walmart in 1962 with the idea of building a mass-retailing business that 
could provide low-cost benefits to customers by harnessing scale economies. After 29 years of 
expansion of its physical stores and its high-efficiency supply-chain, the revenues of Walmart 
have crossed 40 billion. It is now the largest brick-and-mortar retailer in the world. More 
recently however, modern digital technologies and the widespread adoption of e-commerce 
have begun to threaten the status of Walmart as the largest global retailer. To counter this 
threat, Walmart has started a process of digitally transforming itself. This paper analyzes the 
digital transformation journey of Walmart thus far and provides some suggestions for the 
future. 

Walmart’s efforts to counter the rise of e-commerce started around 2000 when it launched its 
first website called Walmart.com. In doing so, Walmart initiated the idea of blending e-
commerce with its brick-and-mortar operations, offering online shopping services for 
customers in addition to their popular stores. These early efforts have given way to far more 
sophisticated digital initiatives that leverage the modern power of digital technologies and 
connectivity. In other words, Walmart is not just competing in the mass-retailing industry today, 
but in a much larger digital ecosystem. 

Digital ecosystems are networks of data generators and recipients[1]. It is more of an expansive 
competitive environment than Walmart’s traditional industry. In this new environment, 
however, Walmart needs to figure out how to digitally connect with new partners and contend 
with new rivals while offering new data-driven services. In this new environment, Walmart has 
three main types of competitors: the first is the large chain supermarkets similar to Walmart, 
such as Costco; the second is e-commerce platforms, such as Amazon; and the third is the 
convenience store chain, containing some international brands like 7-11, and some new local 
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convenience stores that are getting digital connected themselves. Except for famous e-
commerce platforms like Amazon, the other competing supermarkets are new entries to the 
world of digitization. To stay competitive, Walmart needs a robust digital transformation plan. 
More specifically, Walmart’s task ahead is to reconfigure its traditional industry structure into 
new digital ecosystems.  

Digital transformation is a burdensome task posing high risks. Walmart's attempts at digital 
transformation sparked our curiosity and our interest to probe into Walmart’s digital initiatives 
in their markets. The purpose of this article is to understand Walmart's digital transformation 
approach using the lens of new digital strategy frameworks. 

2. Walmart’s History 

Walmart is the world's largest retailer, with about 2.2 million employees and more than 8,000 
stores. Walmart operates more than 4,000 stores in the United States. It is also the largest 
retailer in Canada and Mexico and has operations in Asia, Africa, Europe, and South America. 

The first Walmart store was opened in 1962 by Sam Walton. On the location of the first Walmart 
was a discount store. Sam Walton bought the discount store and converted the store into 
Walmart because it is cheaper to remodel an existing store than to build a new one. In its early 
days, Walmart stayed away from large competitive big-city markets, expanding instead in rural 
towns and outer suburbs. After gaining a strong foothold in these small markets, Walmart 
expanded into much larger and more competitive cities and more fierce markets in the United 
States. Following that, Walmart also implemented store expansion globally. With the use of its 
expansion strategies, Walmart listed its shares in New York in 1972, and its market value 
increased more than 4,900 times in 25 years. It has been on the top of the Fortune 500 list for 
many consecutive years. 

Compared to many of its traditional competitors, Walmart was early in adopting new digital 
technologies. Walmart considerably improved the efficiency of its distribution system through 
RFID technology[2] and built the Walmart Exchange platform based on big data to reduce their 
operating cost [3]. Walmart officially launched its e-commerce service in 1996, but it did not 
make e-commerce service the core of its development at the time. It was not until the launch of 
a pick-up service in 2007 that Walmart's e-commerce took off. Walmart’s pick-up service allows 
customers to order groceries online and pick them up for free without stepping inside the store, 
aiming to become a lifesaver for busy-consumers [4]. By 2010 or so, Walmart had accelerated 
the process. It applied the strengths it had developed through the use of IT in its supply chain 
to accelerate the development of online and offline retail business. Walmart today has 
established e-commerce platforms in the United Kingdom, Brazil, China, Canada, and other 
places. Since 2016, Walmart has expanded aggressively in e-commerce, buying brands such as 
Moosejaw and Bonobos, and Flipkart, Indian largest e-commerce site. Walmart is building a 
larger presence in the digital domain and is aiming to be a strong contender to compete with e-
commerce giant Amazon. 

3. Walmart’s Traditional Strategy- Cost Leadership Strategy 

3.1. Clear Market Positioning 

Walmart's target market entails three groups of people: "brand chasers" or low-income people 
who are obsessed with brands, the "price-sensitive" or the affluent but discounting crowd, and 
the "value chaser" or the people who like low prices and cannot afford high ones. The common 
feature of these three kinds of consumers is the pursuit of a low price[5]. With a highly limpid 
positioning for itself, Walmart established its value proposition,  "everyday low price," 
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symbolizing the core of Walmart's business model, and the rest of its business revolves around 
this core. 

Customers can not only enjoy promotional prices every day but also enjoy a wide range of 
products and services. Walmart's one-stop-shop feature meets consumers' demands for 
everything from daily necessities to medicines at one time, saving consumers' time and money. 
Walmart's history also proves that "low prices every day" has allowed it to grow even through 
tough economic times. Walmart has been in existence for more than 50 years since the 
establishment of its first discount store, and it has survived six economic downturns in the US 
economy. Despite those downturns, its revenues and profit s have enjoyed steady growth 
outpacing that of the economy and industry often. 

3.2. Efficient and Low-cost Supply Chains 

Supply chain management is one of Walmart's key strengths, and its traditional technological 
advantages lie in its inventory control, logistics, and distribution. The rapid and effective 
transfer of products reduces the cost, and the time controlling increases Walmart's 
requirement for accurate information of in-shelf goods, which requires automatic 
replenishment of inventory. 

Walmart has always attached great importance to supply chain management. In its early days, 
because Walmart chose to locate its stores in rural markets and suburbs, suppliers were 
unwilling to deliver to their remote stores. To contend with this issue, Walmart set up its own 
distribution centers[6]. The suppliers would send the goods to its distribution centers, and then 
Walmart's own transport vehicles would distribute the goods uniformly to each store. This is a 
practice that continues today and has grown in its strengths. 

Walmart launched its first commercial satellite in the early 1980s and used satellite systems to 
link every store in the world to its headquarters in a fast-response information system. Through 
satellite communications systems, Walmart's data centers also connect with suppliers, creating 
a quick-response supply chain that keeps Walmart stores from running out of stock. At the same 
time, through their IT systems and software programs, manufacturers can access the 
distribution system and data center of Walmart, so as to obtain dynamic information on the 
movement of goods from Walmart’s shelves and arrange production and supply accordingly. 

3.3. Purchase Goods Directly from the Factory 

In addition to reducing costs with optimal inventory levels, the large volumes of purchases also 
give Walmart a strong bargaining power when dealing with suppliers. Walmart adopts the 
uniform purchase system and generally signs a one-year purchase contract when purchasing. 
The purchase quantity is large, and hence the purchase price preference is much higher than 
that of other enterprises in the same industry, resulting in more low-cost advantages. 

Besides, unlike many merchants who adopt the mode of consignment sales to avoid operating 
risks, Walmart conducts direct cooperation with manufacturers and never delays the payment 
settlement time. On the one hand, reducing middle-men between them and the producers can 
reduce costs; also, Walmart can achieve more in-depth and close cooperation with suppliers. 
Walmart offers methods to reduce costs for the purchasers and shares Walmart's information 
system, reducing production costs for suppliers, and improving their earnings. 

4. Industry Structure Analysis 

With regards to either the suppliers or the buyers, Walmart is in the ascendant based on its 
unique strategy[7]. The wide range of products and a large number of consumers provides 
competitive advantages to Walmart. Additionally, although Walmart’s low-price strategy is 
difficult to be imitated by any other firms in the retail industry in the past, the advent of e-
commerce or retailers with similar business model fosters a fiercely competitive environment. 
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According to Porter’s five forces competitive model, Walmart stays ahead of its competition 
currently, but the potential risk of the substitutes and aggressive rivals might reshuffle the 
retail industry[8]. The five competitive forces model of analysis, developed by Michael Porter 
[8], is a strategic management framework widely used to establish a superior understanding of 
a firm’s industry structure. These five forces that shape industry structure and its attractiveness 
are the bargaining power of buyers, the bargaining power of suppliers, the threat of new 
entrants, the threat of substitutes, and the rivalry among competitors. In the next section, we 
apply this framework to Walmart’s traditional strategy [8]. 

4.1. The Bargaining Power of Buyers  

Walmart enjoys a strong bargaining power edge over its buyers. In other words, buyers do not 
have much bargaining power when dealing with Walmart. With a large population and a great 
variety of consumers, it is difficult for the customers to exert pressure on Walmart[7]. 
Furthermore, the majority of consumers purchase the small size of products or services 
individually. The weak force of small size payments has minimal effect on Walmart. In general, 
because of the large customer base, the high diversity of customers, and the small size payments, 
buyer power over Walmart is low. 

4.2. The Bargaining Power of Suppliers 

Suppliers too have low bargaining power over Walmart. The weak force of suppliers stems from 
Walmart’s low dependence on any one supplier as it has plenty of choices. Walmart can easily 
attract many suppliers in the market because it has the advantages of a large customer base 
that the suppliers desire to attain. In return, Walmart gains higher bargaining power over the 
suppliers with an upper hand in price negotiation. Additionally, the limited spaces in retail 
stores exacerbate the competition among the suppliers. As a result, the high availability of 
supply weakens their impact on Walmart[9]. 

4.3. The Threat of New Entrants 

The threat of new entrants is low. First of all, the intensity of competitive rivalry is intense in 
the retail market. There are many competitors in the market, such as Costco, Target, or K-mart. 
These competing retailers control most of the major suppliers and distribution channels. In this 
situation, the diversity and a large number of firms typically strengthen the competitive rivalry. 
Additionally, the high aggressiveness of retail firms leads to a more intense rivalry that makes 
it harder for new entrants to come in and compete. Also, new entrants require substantial 
capital and supplier or social network to compete with the incumbents. 

4.4. The Intensity of Rivalry 

The intensity of competitive rivalry Walmart faces is robust. Walmart’s competitors are Costco, 
Target, and K-mart. K-mart used to be one of the largest retailers and the leader in the retails. 
It takes advantage of large customer flow and identical products to compete with Walmart. 
However, the lack of sensitivity of digital transformation causes a decreased number of 
customers and sales dramatically weaken its competitive force among retailers. Target, another 
large retailer that ranks only second to Walmart in the market, has relationships with common 
suppliers and customer base. Even though Target positions itself as a high-level discount retail 
store, it is still one of the most formidable rivals Walmart faced. For example, Walmart and 
Target compete fiercely for the “Back to School” customers, targeting the students with 
aggressive price discounts. In 2017, Target’s percentage of sales increase for school products 
was equivalent to Walmart’s. Target imitated Walmart in its approaches for marketing and 
sales, exerting pressure on Walmart to come up with new tactics [9]. Other than Target, Costco 
is the core competitor for Walmart because of their similar pricing strategy, everyday low price. 
Costco would offer even lower prices than Walmart to increase its competitive advantage. 
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Comparing to Walmart, Costco has a narrative range of brand selection with a large number of 
supplies and sales [10]. The smaller range surprisingly accelerates the speed of product 
selection for customers, avoiding the issue of trouble choosing among some customers. 

4.5. The Threat of Substitutes 

The threat of substitutes Walmart faces is high. The biggest substitute for traditional retail 
stores is e-commerce. Amazon is a representative of the e-commerce operations. The 
characteristics of these platforms are a large number of consumers, a high variety of customers, 
advanced technology, and lower cost of substitutes. From the pricing strategy perspective, 
Walmart adheres to the “everyday low price” strategy, aiming to offer a lower but inflexible 
price to consumers. Meanwhile, with the utilization of algorithms, Amazon is able to calculate 
and offer the lowest price to the customers. Amazon’s pricing is more flexible than Walmart’s, 
raising the potential risk of customers being lured away from them. Moreover, the digital 
platforms concentrate more on customer flows, so they treat third-party vendors with a more 
open policy. Nevertheless, with a sense of apprehension of increasing competition, Walmart is 
unwilling to introduce any new third-party vendors online but is zeroing in cooperation with 
its suppliers. Compared to Walmart’s offerings of 40 million products, Amazon has 
approximately 350 million. This substantial gap increases the threat of e-commerce as a 
substitute for Walmart’s core business. 

5. Walmart’s Evolving Digital Transformation Strategy 

5.1. Digital Platform 

With the business environment becoming more digital and e-commerce picking up strength, 
Walmart increased its pace in its digital transformation process. In 2015, it bought Yihaodian, 
a Chinese B2C e-commerce company. Right after that, it acquired jet.com for 3 billion dollars. 
Then, it started a wave of other acquisitions. Between 2015 and 2017, it acquired shoes.com, 
Moosejaw, Parcel, Bare Necessities, Eloquii, etc.[6]. Walmart bought them for their data 
management capabilities and their digital platforms.  

5.2. Walmart App 

In 2011, Walmart launched its new application on the App Store. Walmart App plays an 
essential role in maintaining customer relationships and increasing sales. Since the beginning 
of the 21st century, Walmart has generated a large number of loyal customers through CRM 
technology [11]. However, CRM cannot implement the function of corporation-customer 
interaction because it is merely a platform to store and interpret customers’ digital profiles. 
What Walmart had to do is to interact more with those profitable customers and offer 
personalized, targeted services. Each customer can sign up for a unique account on that 
application. It records the customer’s browsing and payment history, location, and even how 
long he or she stays in front of each product. As for customers, they can find the nearest store 
from where they are, list what they want to buy, leave feedback for goods and services, tell their 
preferences, etc.. Also, derived from this app, a mature consumption system is established.  

6. Analyzing Walmart’s Digital Strategy 

In this section, the digital ecosystem framework serves as a tool for analyzing Walmart’s digital 
strategy. Digital ecosystems are networks where firms can generate and share data[1]. 
According to Subramaniam et. al., the digital ecosystem of a traditional firm(like Walmart’s) has 
two components: production ecosystems and consumption ecosystems. Production ecosystems 
consist of interdependencies associated with value chains [12], such as producing and selling a 
product or delivering a service to a customer[1]. Consumption ecosystems, on the other side, 
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are composed of interdependencies among an offered product or service and as it is being 
consumed[12]. 

Figure below describes Walmart’s production and consumption ecosystems. 

 

 
Figure 1. Walmart’s production and consumption ecosystems 

 

Walmart’s production ecosystems are discussed firstly and then is its consumption ecosystems. 

6.1. Production Ecosystems  

With the development and expansion of nearly 100 years, Walmart has established highly 
advanced and expansive production ecosystems. To achieve its “everyday low price” message, 
Walmart tightly links its suppliers, transportation logistics, and stores to achieve high 
operational efficiencies and low costs. Starting from the 1980s, Walmart began working directly 
with manufacturers (who are their suppliers) to curtail logistical costs and more efficiently 
manage their supply chain [13]. The basic pattern of Walmart’s production ecosystem has 
stayed relatively stable: select manufacturers who can supply goods in large volumes; build an 
intricate logistical network that transports these goods to various distribution centers; and 
finally, ship these goods to their large network of stores based on demand patterns. The 
effectiveness with which Walmart manages these operations has always distinguished them. 
These operations also create a strong foundation to craft new digital strategies. 

Ecosystems become digital when their value chain interdependencies are equipped with 
information technologies and associated data connectivity[1]. Walmart started digitizing its 
supply chain by launching its first satellite that enabled Walmart to gain real-time data from all 
its stores, distribution centers, and manufacturers. As it added more satellites, Walmart was 
able to integrate more data with their EDI systems that were mentioned earlier in the paper. 
Because of such data integration, stores could link their sales patterns to distribution centers 
that accordingly channeled their logistical resources to match demand from different stores to 
supply. The more data they received, the more Walmart could help their manufacturers match 
their supplies to demand patterns, forming an effective and reciprocal loop between Walmart 
and its suppliers. Through such efficient data flow, Walmart built high connectivity among 
various components of their production ecosystems, leading to low costs and high customer 
satisfaction. “Walmart’s whole thing was collaboration.” 

6.2. Production Ecosystems Strategies 

IT plays an essential role in Walmart’s supply chain, serving as the fundamentals of its supply 
strategies. In the 1990s, Walmart initiated Retail Link, a decision support system bridging 
Walmart and its suppliers[13]. Through Retail Link, suppliers can spot sales and inventory data 
of their products, retrieve Walmart information on its development, and download purchase 
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orders. It connects to data analysts within the company who also draw insights from the 
patterns of this data. Such analysis also helps predict future demand even better. 

In sum, Walmart developed a system wherein all collected data circulated into various parts of 
their production ecosystems. It is important to note that Walmart was a pioneer in such 
initiatives. During this time, Walmart also adopted radio frequency identification tags (RFID) 
to manage its supply chains. This technology uses code scanning to track products moving along 
the supply chain. As both Walmart and its suppliers are responsible for inventory management, 
Walmart has encouraged suppliers to equip RFID as well. According to researchers at the 
University of Arkansas, there has been a 16% reduction in out-of-stocks since RFID was 
introduced[13]. 

Moreover, Walmart applies competitive strategies to improve customers’ physical and digital 
experiences. Take the bar-code system mentioned previously in this paper as an example. In 
2012 when the Walmart App was established, Walmart further improved its barcode 
technology enabling customers to directly scan the codes through the app to compare the 
lowest prices [13]. In order to maximize customers’ experiences and generate loyal customers, 
developers equipped Walmart App with multiple, personalized functions. Also, each time a 
customer uses the App, Walmart gains each customer’s individual data. This further helps 
Walmart improve its personalized services. 

6.3. Consumption Ecosystems 

One of the key elements of Walmart’s consumption ecosystem strategy is its App. According to 
data from Sensor Tower (a mobile app data analysis company), a leading solution that provides 
data-driven insights about apps, Walmart’s main app has been downloaded over 103 million 
times since January 2014, ranked No.2 app in the iOS App Store. Walmart App is the platform 
that connects customers and Walmart to various entities that complement the data the app 
collects. Thus, it is also the source of Walmart’s consumption ecosystems. These consumption 
ecosystems are built from a complementor network that Walmart has identified. As depicted in 
our figure, this complementor network consists of social media (Facebook, Twitter, Instagram, 
WhatsApp, etc.), other e-commerce platforms (Amazon, eBay, Taobao, etc.), mapping software 
(Google Map, Apple Map, etc.), and financing and lending institutes. All of which are connected 
to the Walmart App. Customers provide data every time they use the Walmart App, which 
provides valuable insights that include payment history, browsing history, preferences, and 
customer experiences. Thus, Walmart and its complementors understand each customer’s 
existing and potential needs. By sharing data among the complementors, Walmart is able to 
bring the right recommendations and advertisements to the right customer. For example, 
customer A bought some beefsteak and a pan in a Walmart store several days ago. Then, an 
instructional video from YouTube teaching how to cook steak was sent to this customer’s 
Walmart App. Furthermore, social media like Facebook and Twitter recommend bloggers based 
on customers’ preferences in Walmart. Moreover, financial institutes gain customers’ payment, 
and browsing history in Walmart, providing advertisement for loans to those who potentially 
need money.  

6.4. Consumption Ecosystem Strategies 

In early 2020, Walmart was planning to merge its two apps. For years, Walmart had been 
running two apps: Walmart App and Walmart Grocery App. It brought inconvenient shopping 
with customers switching between two apps frequently. For customers, the combination of two 
apps will bring better experiences, meaning that they can shop at a single place. The change will 
also simplify Walmart’s marketing budget, which currently has to send customers to two 
different apps to shop. 

For another, Walmart is now improving its advertisement ecosystem. In late 2019, the company 
launched the Walmart Advertising Partners program, stepping up Walmart Media Group 
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omnichannel ad targeting and measurement business. This program aims at bridging Walmart 
and complementors closer, meeting the needs of advertisers, and improving advertisers’ ability 
to deliver accurate advertisements to shoppers.  

Furthermore, in April 2019, Walmart acquired Polymorph Labs, including a high-speed ad 
server, a self-serve interface, and server-side header bidding. Walmart anticipates it would not 
only make advertising easier for its partner brands but help them provide more relating digital 
advertisements to customers.  

7. The New Digital Future for Walmart 

Although Walmart has advanced significantly in its digital transformation journey, there is still 
more to do because Walmart faces some threats if it does not continue to strengthen its digital 
initiatives. Two main threats that Walmart may face are mass-retailers that may imitate them 
and rivals who may find new ways to blend e-commerce in with social media. 

Take the example of the front runner in e-commerce, Amazon. Amazon is one of the strongest 
competitors of Walmart and has an extremely outstanding ability to get a "360-degree view" of 
its consumers[14]. Not only does Amazon monitor what its users do on its website, but it also 
uses external data (such as census information) to refine consumers' demographic details. 
Streaming services like Amazon Prime and Audible are also good sources to collect customer 
information. Walmart can do this as well. Its app, for example, can use various sources of 
external data. For instance, Walmart can recommend products to consumers based on what 
they communicate on social media. But these external data sources are not unique. Any 
competing retailer also can have access to such data sources. 

The challenge ahead for Walmart is to develop a more exclusive data-generating source. 
Walmart+, the company's paid membership program, is one attempt in this direction. So far, 
Walmart + has not been fully established. Its launch has been delayed for a variety of reasons; 
however, it is a defining digital initiative for Walmart to acquire broader sources of data. In the 
future, Walmart can expand on more customer data sources beyond retail sales: on health care, 
insurance, transportation, and so on. All such data would enrich its consumption ecosystem, 
providing deeper insights into its consumers’ lifestyles and thereby enabling Walmart to 
provide richer digital experiences. 

Although Walmart has a well-developed system to collect data from current customers, it still 
does not come close to expand through its customer’s social networks, attaching their friends 
then transferring them into Walmart’s customers. From this perspective, Amazon is in a 
stronger position. Yet, for many reasons, it has hesitated to be highly aggressive with this 
approach. Walmart thus has an opportunity to pioneer and develop this strategy to increase its 
competitive strengths. With further efforts on accessing its customers’ social networks, 
Walmart could have access to data from its customers’ private social networks [15].  

Under these circumstances, the emergence of the idea of “everyone owns a store” and the 
conception of social e-commerce may offer a breakthrough. The idea of “everyone owns a store” 
embodies every individual as a potential retailer. Walmart could set up a service such as 
customer links, allowing customers not only to buy but also to sell products or deliver services. 
In this case, each customer can turn into a retailer. Walmart could be the supplier, and the target 
consumers would be those within the private traffic they bring in. The access to private 
customer flow allows penetration through customers’ social networks to attract more 
consumers. The customer retailer could sell products by sharing the product links on any social 
platforms such as Facebook, Instagram, or WeChat moments. In doing this, everyone could be 
a retailer in the future. As a customer’s sale grows, he or she might have the ability to own an 
online store, which would also be an opportunity for the job seekers. 
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8. Conclusions 

As a traditional retailer, Walmart is keenly aware of the new opportunities offered by modern 
digital technologies. Walmart's efforts at digital transformation began on its supply side, or its 
value chain network. For example, it pioneered linking stores and suppliers through satellite 
communications. Later, with the development of technology, there are new developments in 
production and consumption ecosystems. After decades of effort, Walmart has established a 
relatively stable pattern in its production ecosystems: suppliers selected and the goods 
transported to the logistics center through the logistics system, and finally, the goods 
distributed to different stores. Digital technology has injected new efficiencies into their 
production ecosystems for operations to deliver Walmart's "everyday low price" message. 

On the other hand, Walmart apps are key elements facilitating Walmart’s new consumption 
ecosystems that link Walmart to various new entities that can complement customer data. 
Walmart gets data about consumers when they use its apps. Payment history, browsing history, 
preferences, and customer experiences are the basis for consumer insights. In contrast to 
Amazon, however, Walmart collects customer data mainly from its apps and websites, as well 
as offline stores, with little outside data involved. How to increase the overall consumer insight 
is a big issue for Walmart to consider. 
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