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Case study “Walmart Goes South” on pages 290-291
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Because of its sheer size and volume purchases, as well as its unique
distribution system, Walmart has been able to reduce its prices so
successfully that in 2001, it became the largest company in the world.
Mexico's first Sam's Club, a subsidiary of Walmart, opened in 1991 in
Mexico City.

Mexico's retail sector has greatly benefited from the increasing trade
liberalization under NAFTA, as well as the improvements to its
transportation infrastructure encouraged by NAFTA. In addition,
NAFTAimproved opportunities for foreign investment in Mexico.

One of the country's largest retail chains, Comercial Mexicana S.A.
(Comerci), has found it increasingly difficult to remain competitive since
Walmart aggressive entry into its market. Walmart's strong operating
presence and low prices since the lifing of tariffs under NAFTA have
put such strong competitive pressures on Comerci that it must now
decide whether its participation with the recently formed purchasing
‘consortium, Sinergia, will be suffcient for its survival
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1. Walmart ried to be successful in Germany and failed. However, it has
been very successful in Mexico. How has the implementation of NAFTA
affected Walmart's success in Mexico?

2. How much of Walmarts success is due to NAFTA, and how much is
due to Walmarts inherent competitive strategy? In other words, could
any other U.S. retailer have the same success in Mexico post-NAFTA,
oris Walmart a special case?

3. What has Comerci done inits attempt to remain competitive? What are
the advantages and challenges of such a strategy, and how effective do
You think it will be? What else do you think Comercial Mexicana S.A.
should do, given the competitive position of Walmart?

4. What do you think of Walmart's strategy in Mexico and Central America
and how have bilateral agreements and geographic proximity played a
ole in its success? What impact do you think the allegations of bribery
in Mexico will have on the company’s future expansion?
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