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Why did Walmart Fail in Germany? Walmart’s story in the EU has begun with its attempt to expand its business in Germany. In 1997, Walmart entered the German market with the acquisition of the Wertkauf and Interspar hypermarket chains. But Walmart’s global fame and aggressive entry into foreign markets didn’t work out well in Germany.
Walmart’s German stores struggled because its business model wasn’t working there. It tried hard, but after 9-years, Walmart sold its 85 outlets in Germany in 2006 resulting in a $3 billion loss. There were several factors that contributed to Walmart’s Failure in Germany. From the very start, amazing management oversights have affected Walmart’s
German operations. We have figured out some of the important reasons behind their failure. 1. Below-Cost Strategy: Walmart wanted to follow the below-cost strategy, But the German business owners didn’t like Walmart’s low-cost pricing tactic as well as the German government. As a result, the American giant was ordered to raise its prices by the
German high court which became an obstacle for it to having a customer base. 2. Walmart and German Unions Were Incompatible: In the United States, Walmart is notorious for playing low wages and suppressing unions. In Germany, unlike in the US, unions are very much a part of the culture and have broad support amongst the government, the
community, and even businesses. Walmart didn’t understand that in Germany, companies and unions are closely connected. Also, The German workforce is accustomed to negotiating their pay with their union. This caused friction between the workers and the company. When Walmart refused to join Germany’s regional wage bargaining system, the
worker’s union went on strike. Walmart was taken aback for this reason. This also gave them a bad reputation in the community and likely affected their sales. 3. Walmart Underestimated Their Competition: In the USA, Walmart has primarily been considered a low-cost, one-stop shop for just about anything a person could need. In Germany,
however, the people value the quality of products as much as they value the price. They weren’t about to abandon the small grocery chains they had always shopped at. Walmart did not expect such resilience from the 14 hypermarket chains that were popular across Germany, and they failed to adapt even after they found out. 4. Retail Chains Were
Already Doing Poorly in Germany: Part of the problem with Walmart’s transition into Germany is that retail chains were growing at an alarmingly low rate at the time. In fact, when Walmart came into Germany, the average growth rate for a retail chain was just 0.3% per year. This acted as an immediate disadvantage in Walmart’s journey towards
sustainable growth in the country. 5. Employees Felt Uncomfortable With Walmart’s Practices: It wasn’t just the pay and lack of worker rights that upset Walmart employees. It was also some “team-building” practices that many Germans didn’t feel comfortable doing. At Walmart, workdays started with light exercises and motivational chants. While in
US culture, these activities can sometimes bring a team closer together, in Germany, they are entirely unexpected and only served to make the employees uncomfortable. 6. Employees Felt That Walmart Overreached Into Their Personal Lives: In the United States and in many countries, it is taken as a given that employees that work in the same
department cannot engage in romantic relationships. In Germany, however, this is not the standard. In fact, it is considered a huge overstep in a person’s life. 7. Walmart Failed to Take Into Account Cultural Differences Surrounding Shopping: In the United States, it is considered commonplace or almost by default that people like to drive out to one
store and buy everything they need there at a reduced price. This is part of why Walmart has been so successful in the US. In Germany, on the other hand, shoppers have different habits, and the way the economy is structured lends more significance to smaller discount chains. Below are just a few differences in culture, which caused fewer Germans
to go to Walmart and more to go to smaller chains. Many Germans like to shop at places that are within walking distance. The idea of “service with a smile” is not as emphasized in Germany and came across as odd and uncomfortable. Smaller discount chains in Germany can sell goods at lower prices than big retail chains by law. Walmart enforced a
corporate culture that ran counter to the values of many Germans. On the other hand, the small chains were in line with their beliefs. 8. Walmart Didn’t Focus Their Services Enough: Walmart sells just about anything a person would need; food, clothes, entertainment, car parts, gardening supplies, and more. Given the German population’s tendency
to shop at smaller, more focused stores, this didn’t work on a cultural level. It also didn’t work on an economic level. Part of the reason Walmart can sell so many goods at such a low price in the US is that they receive tax subsidies and pay workers a lower wage. As we’ve seen previously, they were challenged on all of these issues. Still, they tried a
more focused approach, perhaps on groceries or home goods, they could have carved out a corner of the market. 9. Walmart Failed to Adapt to Germany’s Economy: You put all this together, you get the primary reason why Walmart failed to gain any steam in Germany. They could not, and would not, adapt to the different economic systems. To
conclude, Walmart failed in Germany and eventually in the EU due to a variety of factors including the inability to adapt to german retail market conditions, lack of competitive prices against Garman stores, underestimated local competition, environmental cultural differences, and different organizational rules, and corporate culture for Walmart
employees. If the folks at Walmart had been more proactive in studying Germany’s economic system and consumer habits, their stores might not have failed. We hope that you understand why Walmart failed in Europe. If you have found our conversation helpful, please leave a comment, share our post, and subscribe to our blog. Walmart's face-plant
in Germany stands as a cautionary case study in international commerce. The chain’s 2006 exit from Europe’s largest economy after sustaining over $1 billion in losses came as a stunning setback from a global retail juggernaut that enjoyed near-hegemonic dominance back home. This article analyzes Walmart‘s myriad failures in understanding the
German shopper psyche and consumer environment - and its unwillingness to adapt in the face of them. We will reference extensive market data, German media reports and industry expert perspectives to understand why a seemingly unstoppable retail force couldn‘t conquer Germany. The Walmart Model Collides with German Reality Walmart
honed a phenomenally successful retail formula in America built around massive superstores stacked with discount merchandise across every category imaginable. By the late 1990s, with domestic growth stagnating, Walmart looked to take its model global. But while Walmart reigned supreme stateside, particularly in suburban and rural areas where
land was cheap and car culture reigned, Germany offered infertile soil. Germans favor smaller specialized grocery chains near where they live and use of public transport. Store presentation is paramount. Strict zoning regulations also constrain development of large-format stores common in America. And German labor laws favor unions, pay scales
and worker rights - not Walmart strengths. Rather than adapt to these differences, Walmart essentially tried forcing American big-box shopping values onto German soil. The Core Elements of Walmart‘s US Model Massive superstores up to 250,000 square feet offering one-stop discount shopping for everything Located on urban periphery with acres
of parking and dependency on car access Everyday low pricing achieved by pressuring suppliers to cut costs Weekly specials across categories to drive store traffic Non-union labor, motivated via bonuses, profit sharing Contrasting Features of German Retail Sector Smaller neighborhood supermarkets (3,000 - 15,000 sq ft) with specialized offerings
Stores embedded within residential areas and shopping districts Shoppers often walk/take public transport and buy more frequently Pricing secondary to product quality; less price-driven purchases Higher wages with worker unions and collective bargaining Rather than creatively explore adaptations to bridge these differences, Walmart attempted
what the Handelsblatt business journal termed a "forced Americanization" of German shopping culture - and paid a heavy price. By the Numbers: Walmart‘s German Debacle Some key metrics capture the magnitude of Walmart's German failure: Entered Germany in late 1997, envisioning 200 stores by 2010 Quit Germany entirely by mid 2006 amidst
spiraling losses Accumulated over $1 billion in losses by time of exit At peak operated just 21 stores employing 11,000 workers Average store size under 60,000 sq ft, tiny by Walmart US standards Market share never surpassed an anemic 1.5% despite huge investment As the data shows, Walmart utterly failed to transpose its American retail formula
to German soil. Its anticipated local empire never came remotely close to materializing. Consumer reception was so hostile stores were actually scaling back hours before closing for good. Next we analyze Walmart‘s strategic failures that led to this retail humiliation. Botched Strategies Alienated German Shoppers Walmart attempted essentially the
same playbook that steamrolled the American retail landscape for years. It didn‘t take long to learn that what works a charm in Arkansas doesn‘t translate across cultures. Some major areas where Walmart strategic assumptions backfired in Germany: Misreading the Market Germans like neighborhood supermarkets with specific specialties Did not
flock to sterile 200,000 square foot box simply because it was big & cheap Supply Chain Signature practice of buying huge volumes direct from manufacturers didn‘t work given German shopping habits Many stores faced empty shelves and insufficient German-supplied merchandise Pricing Loss-leader pricing strategy illegal under German
regulations against predatory below-cost markdowns Still didn‘t understand that Germans balance price AND product quality Locations Difficulty securing appropriately-zoned land for large stores given German regulations Many stores in inconvenient suburban locales assuming shoppers would drive when Germans prefer walking to local shops
Again and again, Walmart failed to grasp nuances of German consumer psychology around shopping and tailor its strategy accordingly. “Germans don‘t buy a week's worth of groceries in one trip," summarized one retail sector commentator. "They‘re happy to trade big stores for smaller, quicker shopping." But broken strategies were just part of the
story. Equally damaging was Walmart‘s cultural and political tone-deafness. Clueless in Germany: Cultural Missteps Galore For German shoppers, Walmart's unfamiliar retail model was bizarre enough. Making matters worse, the chain brought over American employee policies and motivational gimmicks that played extremely poorly locally. Some
notably cringeworthy examples: "Walmart Cheers" Bombed Corporate mandated staff engage in morale-building cheers and calisthenics Germans found these mandatory rowdy activities demeaning No Romance Allowed Relations between co-workers forbidden under company dating policy Germans resented such puritanical intrusion into private
lives "Service with a Smile" Backfired Failure to understand that German retail culture less centered around deferential customer service Staff felt awkward pressure to feign American-style constant cheerfulness The Heartland Playbook Bombed the Fatherland In forcing American large-format retail values on Germany without adapting them,
Walmart essentially made proud Germans feel like colonized guinea pigs. Coupled with tone-deaf worker policies that insulted German labor traditions, Walmart alienated its customer base and workforce alike. Fouling Up German Labor Relations But Walmart wasn‘t merely a fish out of water culturally in Germany. It brazenly flouted core labor
regulations around worker rights. Predictably, this brought the wrath of German unions and politicians while earning terrible press that further stained its reputation. Most provocatively, Walmart proudly refused to join collective union wage negotiations as is customary in Germany. Workers felt exploited by low wages, sparking strikes at over half of
stores. Walmart was taken aback by the fury - in America, workers lack protections to even unionize. “We will not accept the sort of capitalism Walmart is famous for,” declared one union leader during 2005 strikes. Stubbornly holding out, Walmart tried various illegal or shady tactics to suppress wages like using offshore accounts to deny German
tax obligations. Authorities took aggressive legal action that challenged viability of the entire operation. Far from its commanding position dealing with workers back home, Walmart was outflanked politically amidst unfamiliar German labor relations. The chain even faced state government court challenges over non-payment of owed worker bonuses.
By the Numbers: Walmart vs German Unions 50%+ of German Walmart workers walked out regularly over wage & scheduling disputes Fines incurred over illegal union surveillance Hundreds of millions paid in back wages and penalties by 2006 exit Outfoxed politically amidst sustained profit losses, Walmart ultimately surrendered its German
aspirations rather than adapt its authoritarian labor playbook. In Sum: A Failure of Strategic Vision Walmart‘s German implosion resulted from some fatal blind spots around cross-cultural retail expansion: Refusal to understand that a model delicately calibrated to American shopping psychology and economics unlikely to transplant seamlessly
overseas Inability to grasp German shopping culture and analyze necessary adaptations to succeed there Unwillingness to be flexible around ingrained areas like store format, pricing, sourcing, locations, and labor relations In the end, Walmart Germany collapsed under the weight of accumulated strategic errors, cultural tone-deafness and political
miscalculations rooted in an unwillingness to adapt. Its failure offers a world-class lesson in why multinational companies must approach new regions with humility rather than just force-feeding what succeeded back home. In Germany, Walmart finally met its match - a proud retail culture unwilling to be colonized by foreign big box imperialism.
Other companies looking overseas should first ask why Walmart retreated so ignominiously from the fatherland. Skip to content Home » Management Case Studies » Case Study: Wal-Mart’s Failure in Germany In the annals of retail history, Walmart's ill-fated foray into Germany stands out as a cautionary tale of hubris and miscalculation. The world‘s
largest retailer, known for its relentless efficiency and "everyday low prices," met its match in the idiosyncratic German market. After acquiring two local retail chains in 1997-98, Walmart Germany battled with regulators, unions, competitors, and consumers, before beating a hasty retreat in 2006, having racked up over $1 billion in losses. As a retail
industry expert and picky shopper, I‘'ve long been fascinated by Walmart's German debacle. How could a company renowned for its meticulous supply chain management, market research, and competitive strategy have failed so badly? Let's delve into 7 key reasons behind the mismatch and extract some hard-earned lessons. 1. Underestimating the
Competition Walmart thought they could easily crush the German discounters with their low prices and "stack ‘em high" merchandising approach. They severely misjudged how entrenched and efficient players like Aldi and Lidl were. - Retail analyst James Baxter Walmart entered Germany supremely confident of its ability to dominate the market
with its tried-and-true model of leveraging massive scale to undercut rivals on price. However, it failed to fully appreciate just how concentrated and competitive the German grocery market was. As of 1997, the top 5 grocery retailers - Edeka, Rewe, Aldi, Metro, and Lidl - controlled over 60% of the market, as shown in the table below. Each had
strong brands, loyal shoppers, and finely-tuned operations. German discounters Aldi and Lidl were particularly formidable with their ruthlessly efficient hard-discount model. Retailer Market Share (1997) Edeka 21.8% Rewe 16.1% Aldi 11.5% Metro 8.8% Lidl 5.4% Data Source: Retail Intelligence Reports Walmart assumed its economies of scale and
buying power would easily crush these rivals, but underestimated their entrenched market positions, brand equity, and efficiency. The German chains proved incredibly tough competitors on Walmart‘s signature dimension of price. 2. Rigid Adherence to American Business Practices A second key mistake was Walmart‘s dogged adherence to its
standard US business playbook without sufficiently adapting to Germany‘s very different economic system and cultural norms. Some examples: Predatory Pricing: Germany has strict laws against selling below cost to stifle competition. Walmart's aggressive loss-leading and even selling staples below-cost to drive traffic violated these laws. The
retailers’ association sued and forced Walmart to raise prices by 20-30% in key categories. Labor Relations: Walmart’s virulently anti-union stance was anathema in a country where labor unions and works councils wield significant power. Ver.di, one of Germany's largest unions, organized strikes against Walmart for refusing to engage in industry-
wide collective bargaining. Store Ambiance: Walmart‘s signature emphasis on friendly associate-customer engagement, exemplified by the door greeter, fell flat. As one shopper remarked, "Why would I want to chat with the person checking me out?" Germans favor a more functional interaction. Employment Policies: Walmart‘s attempts to impose
restrictions on workplace dating and enforce participation in team-building chants felt invasive and infantilizing to Germans, breeding worker resentment and low morale. As researcher Beate Huber concluded, "Walmart underestimated the differences between the American and German culture of consumption and systems of capitalism." Its
unwillingness to localize backfired badly. 3. Mismatch with German Shopping Habits Germans expect to get in and out of a store quickly. Walmart‘s big-box format clashed with their preference for easy store navigation and fast checkouts. - German retail expert Matthias Queck Another strike against Walmart was a fundamental disconnect between
its store formats and merchandise mix and German consumers’ ingrained shopping habits. A few key points of difference: One-stop shopping: While Americans favor large weekly grocery trips to stock up, Germans prefer frequent visits and buying smaller quantities. Walmart‘s massive hypermarkets felt overwhelming and inconvenient. Localization:
Germans prioritize locally-sourced goods and are skeptical of unknown brands. Walmart‘s assortment featured many American-made products (60%+ in some categories) that didn‘t resonate. Private Label: Over 30% of German grocery sales were private label in the late 1990s, much higher than the US. Walmart underestimated the importance and
sophistication of competitors’ own-brand programs. Non-Food Merchandise: general merchandise drives profitability at Walmart US, but apparel, electronics and housewares generated little interest among German shoppers in a grocery setting. In essence, Walmart needed to Germanize its model far more aggressively to appeal to local tastes and
preferences. Instead, it assumed the American approach to assortment and shopping would translate. 4. Real Estate Disadvantages Location, location, location is everything in retail. Walmart bet on big suburban plots in a market where shoppers favor accessible urban locations. They had inferior real estate from day one. - Property consultant
Hannah Schmidt Real estate also played a significant role in Walmart Germany's struggles. In the US, Walmart leverages its clout to secure prime suburban and exurban locations with ample parking for its big-box stores. In Germany, however: Land-use laws are much more restrictive with tighter zoning controls on large-scale retail developments.
Getting approvals was slow and costly. Population density is higher and car ownership lower, so foot traffic and accessibility by public transport are critical. Many of Walmart‘s locations were seen as inconvenient. The acquisition targets had weaker real estate portfolios situated outside major cities. Walmart had a tough time securing better urban
locations post-acquisition. Ultimately, Walmart ended up with stores that were too big, too far from population centers, and a mismatch for how Germans prefer to shop. This further exacerbated its competitive disadvantages. 5. Supply Chain Stumbles Walmart's world-class supply chain capabilities, so integral to its success elsewhere, also hit snags
in Germany. Executives struggled to reconfigure the distribution network of the two acquired retailers. According to BCG analysis, Walmart‘s German inventory turnover (5.1) lagged key rivals in 1999: Retailer Inventory Turnover (1999) Aldi 12.4 Lidl 10.6 Rewe 9.5 Edeka 8.4 Walmart 5.1 Data Source: Boston Consulting Group Lower turnover meant
more capital tied up in unsold inventory, weighing on profitability. Walmart also experienced friction with German suppliers, many of whom resented its aggressive cost-cutting demands and "pay-to-play" tactics like slotting fees. Walmart failed to build a robust local vendor base and logistics infrastructure. 6. Lack of Acquisition Synergies On paper
the combination of Wertkauf and Interspar looked like it would give Walmart immediate scale. But integrating two different cultures on top of Walmart’s own proved an enormous challenge. - M&A advisor Lukas Milller Many of Walmart Germany‘s woes trace back to the messy acquisition and integration process. Walmart paid $1.6 billion in 1997-98
for 21 Wertkauf hypermarkets and 74 Interspar supermarkets. The rationale was to quickly gain footprint and buying clout. But numerous problems emerged: Interspar had only recently been acquired by Spar and was still digesting that merger when Walmart swooped in. Grafting on yet another corporate culture compounded the confusion. The two
chains had very distinct assortments, store layouts, and customer bases. Attempting to switch them to Walmart’s model created additional disruption and erased some of their brand equity with shoppers. Walmart struggled to integrate the two head offices, IT systems, and distribution networks, never fully realizing back-end synergies. Layoffs and
culture clashes ensued. Key personnel defected during the rocky transition period, taking valuable institutional knowledge with them. Frequent management turnover hampered continuity. Rather than a smooth scaling up, Walmart ended up with a muddle of store banners and a complex integration mess that distracted from innovating and honing
the customer value proposition. 7. Failure to Course-Correct The warning signs mounted quickly after Walmart's market entry, from market share losses to labor unrest to shopper complaints. Yet management proved sluggish to react and adapt: Sales fell from €2.9 billion in 2001 to €2.5 billion by 2003 as store traffic and basket sizes slumped.
Efforts to refresh store layouts and tweak assortment failed to win back shoppers. Walmart cycled through 4 different Germany CEOs in 6 years, creating a leadership vacuum. Executives seemed to hunker down and double down on misfiring tactics rather than boldly rethinking strategy. While it eventually introduced some private-label brands and
sought more local suppliers, these moves came late. Rivals meanwhile strengthened their value propositions. A brief attempt to expand into small-format urban stores fizzled. Walmart lacked the capabilities to excel in this arena against the hard discounters. Ultimately, after 9 years and accumulated losses over $1 billion, Walmart threw in the towel
in 2006, selling its 85 stores to Metro. Despite its immense resources and retailing acumen, management proved too slow to recognize and course-correct the multiple, fundamental disconnects with the German market. Key Takeaways Walmart Germany offers a vivid case study of how a brilliant retailer can badly misfire when it fails to acknowledge
and bridge gaps between its core model and a foreign market. To recap, some of the key lessons: Rigorously asses the competitive landscape and don‘t underestimate entrenched local rivals. Walmart overestimated its ability to overwhelm competitors. Adapt practices to the regulatory, economic, and cultural environment. Walmart’'s adherence to
American norms backfired in Germany’s distinct system. Localize your value proposition to domestic consumer needs and habits. Walmart imposed its format, assortment, and experience rather than tailoring them. Secure strategic store locations that align with your target shoppers’ needs. Walmart's real estate left it poorly positioned to capitalize on
foot traffic. Build robust local supply chains and vendor relationships. Walmart struggled to translate its logistical prowess and effectively serve stores. Seek acquisitions you can effectively integrate into a cohesive model. Walmart bit off more than it could chew assimilating two disparate chains. Recognize market shifts and rapidly pivot if the initial
proposition isn‘t resonating. Walmart reacted slowly as financial losses and industry grumbling mounted. Fortunately, Walmart learned from its German misadventure, taking a more localized tack with subsequent entries into Japan, Chile, and South Africa. As for Germany, it remains a challenging market for foreign retailers, with hard discounters
still dominating and even Amazon struggling to make inroads. Cracking Germany requires deep customization, not a cookie-cutter approach. The retail graveyard is littered with examples of great companies misstepping abroad, from Tesco‘s "Fresh & Easy" flop in the US to Carrefour’s retreat from Asia. Success at home does not necessarily translate
to new markets. Walmart Germany's rise and fall shows the perils of hubris and the necessity of adaptation for even the most formidable retail juggernaut. It's a place where you can buy your weekly grocery order and get your prescriptions refilled in one visit. It's a place where you catch up on the local gossip with your neighbor in the cereal aisle or
watch a fellow shopper in ill-fitting pajama pants buy a single rotisserie chicken. For all its ups and downs, Walmart is no doubt a genuine American institution. Originally a simple five-and-dime general store in Bentonville, Arkansas — a place that still exists as the official Walmart Museum - Sam Walton's store has a long history. While you can find a
Walmart superstore just about anywhere in the United States, you're probably not going to hear the name if you head over to Europe. That doesn't mean Walmart didn't try to expand over in Europe, however. In the final years of the '90s, Walmart attempted to bring old-fashioned American productivity, low prices, and efficiency to the German public
(via New York Times). Unfortunately, Walmart had to say auf wiedersehen to its grand plans in the country by 2006. Just what exactly happened that made Walmart abandon its plans? While we are not vastly different than our neighbors over in Germany, it's safe to say that our customs and culture are not totally alike. Germans are stoic, friendly
people who strive for the best in their lives (via LiveScience), so one would expect that Walmart could thrive as a company that aims to meet all their customer's needs in one store. The reality is that Walmart, with all of its American values, simply didn't fit into German culture. As reported by The New York Times, the worker unions typical in the
country were not embraced by the company. The Global Millennial detailed three more reasons for the failure of Walmart in Germany. The first reason was that Walmart's "employee motivation training" like team-building exercises outside of the store may have come across as too regimented or too silly. Another issue was that German people were
uncomfortable with Walmart employees smiling at them so much. Smiling awkwardly at the cashier in line may have been strange for people who typically reserved smiles for close friends and family. The third reason was due to conflicts with Walmart's ethic codes, which required employees to monitor each other in case of misconduct. Whatever
the reasons, it was clear that the corporation's American customs did not align with the culture in Germany. Perhaps one day, Germans and Americans can bond over what foods you should never buy at Walmart. Photo by Markus Spiske on UnsplashWalmart is a money-making machine (in a good way). From east to west, the American retail chain has
around 11,200 outlets in 27 countries.I might be exaggerating, but Walmart is a household name in almost every country in this world, and most people have heard of it at least once.In 1997, Walmart decided to head for Germany and bought two German retail chains — Wertkauf, for €750 million — and Interspar, for a whopping (Deutsche Mark) DM
1.3 billion.But Walmart’s global fame and aggressive entry into foreign markets didn’t work out well in Deutschland. In 2006, after losing around $1 billion, Walmart had to leave Germany.Let’s understand why this happened.1. Walmart Messed Up the PricingPhoto by Waldemar Brandt on UnsplashIf you don’t have a marketing degree, let me just
quickly explain the 4 Ps of marketing — Product, Place, Promotion, and Price. Consider these the four pillars of any retail business. A company needs to intelligently strategize all of the 4 Ps in order to succeed.l don’t know about the other 3 Ps, but Walmart definitely made a questionable decision with “Price”. In pricing, there’s this thing called
“penetration pricing”, which involves offering products for cheap to penetrate a new market and win fresh customers by helping them save money.That’s exactly what Walmart did. They dropped their prices lower than the local German stores. Well, the German business owners didn’t like Walmart’s predatory pricing tactic, and the American giant
was ordered to raise their prices by Germany’s high court.Walmart realized that the German market wouldn’t accept their domination and that they were prepared to fight it out in court if Walmart tried to aggress upon them again.Photo by Shawn Tung on UnsplashFor some reason, a few American businesses have this false belief that every Western
country has the same culture as theirs — but it’s simply not true. This is also one of the reasons why Starbucks failed in Australia.In America, it’s not uncommon for retail assistants to get all chatty and friendly with the customers. Walmart decided to train its German employees to do the same. The cashiers were told to smile at customers during
checkout. Oh boy, did that backfire...Smiling at random strangers and acting like you know them isn’t really German. I mean, it might happen every once in a while, but it’s certainly not an integral part of the German culture.Hans-Martin Poschmann, a renowned union secretary, said: “People found these things strange; Germans just don’t behave
that way.”Walmart’s German customers found this behavior very “non-German” and unauthentic. You don’t pretend to be a German customer’s friend if you’re not really their friend — that’s not how Germans operated during that era, at least.Photo by Luan Cabral on UnsplashA regular day at a Walmart outlet in Germany started with light exercise
and an almost cultish type of chant. Yes, the employees were made to chant “Walmart! Walmart! Walmart!” while doing light jumping and calisthenics.Maybe the reason behind this was to get them all excited about their shift and make them feel like a part of the Walmart family. However, the employees likely found this to be somewhat
embarrassing.Also, the employees were not allowed to date or be romantically involved with each other. Well, the chances of not developing feelings for someone who you work with 40 hours a week are pretty low. Maybe this was intended to save employees from office politics. But this restriction by Walmart was simply over the top.To make things
more unfriendly, Walmart made it mandatory for its employees to report if any coworker broke a rule. If they failed to report, they could be fired. Imagine saying: “I think Ben and Greta are sleeping with each other” to your manager (or getting fired if you fail to report it).Once again, a German court had to step in and remind Walmart that they were
in Germany. In 2005, an industrial court ordered Walmart to discontinue these practices at work.Image by Dean Moriarty from PixabayAgain, Walmart failed to empathize with the locals and marched to its own drumbeat. The German unions didn’t like Walmart’s organizational culture. They were like oil and water and never really got along.“They
didn’t understand that in Germany, companies and unions are closely connected. They thought we were communists,” said Hans-Martin Poschmann.Walmart was kind of micromanaging its employees — including keeping an eye on who’s dating who. This, along with some other practices, probably made Walmart look like a heartless employer who
only cared about profits and not its employees’ job satisfaction and overall happiness. A big no-no in the eyes of the unions, of course.Photo by Michael Longmire on UnsplashThe resentment was growing. First of all, Walmart tried to bankrupt local German businesses by predatory pricing tactics. Secondly, they had these unusual rules and regulations
for their employees.Remember, there were both local and foreign competitors present in the market. While the competitors enjoyed a massive share of the market, Walmart only controlled around 3% of it. Also, Walmart’s profit margin in Germany was a measly 1-2%.So instead of waiting and wasting time, Walmart decided to leave Germany in 2006
and passed on its 85 outlets to a local competitor, Metro.Free market capitalism dictates the majority of markets around the world. Almost anyone, from almost anywhere, can start a business and make money almost anywhere in the world.But this doesn’t mean that a business can go to foreign countries and antagonize the locals. As Niccolo
Machiavelli said, “The best fortress is to be found in the love of the people, for although you may have fortresses, they will not save you if you are hated by the people.”Moral of the story: No matter how much money you have or how successful your business is in your home country, never underestimate the power of the locals. Be on good terms with
them, and genuinely try to make their lives better. Walmart’s multinational expansion was not as successful as projected and their most notable failure occurred within Germany. Reviewing some of the reasons led me to see their overall failure to reach China, EU, Japan, South Korea, and some others. Mainly, they had difficulty providing their
advertised “Everyday Low Price” and disregarded local cultural habits. Going into Germany in 1997, Walmart utilized its consistent business model and practices that did not work with their employees or customers. In the ten years, they learned about issues; received advise; but they failed to change their operations. Some elements of culture that
were not taken into account: Walmart has practices and moral boosters that did not fit with the German’s conservative way. German’s are known to have a quick and non-interactive shopping experience. Walmart smiling greeters and active floor helpers made customers feel uncomfortable. In addition, smiling female customer service appeared to
males as if they were flirting. For staff, they were uncomfortable with team building exercises and some would avoid them. German employees were not used to doing a morning chant. Lastly, Walmart overreached into their romantic relationships by banning this type of connections between employees. Value Systems (people’s norms and standards)
German’s were used to bagging their own groceries as it was not sanitary or normal for others to touch their items. Customers were not used to and did not like that Walmart employees would bag their groceries for them. Germans had their familiar discounted and walking distance stores they would go to. First, Walmart’s prices did not compare to
their other discounted stores like Aldi. Secondly, Walmart did not have the same quality as the small businesses they visited. German’s were not convinced with this large chain store that sold every household and outdoor item. Since it was not in their habits to spend a lot of time at stores, the layout of trying to find the items they needed took too
much time. This was not appealing to customers who knew what they wanted and did not have to ask for help. Overall, Walmart had difficulty reaching the German market because they refused to change their business model and adhere to any advice coming from the locals. There was provided evidence that other large chains did poorly with the
German market. Here management did not do their part to integrate and adapt within the culture norms. There was an air of arrogance in the US’s management team - as they believed they had a superior business model and the German’s would submit to their ways. However, this was not the case and Walmart shutdown their businesses in
Germany. ~:text=Wal%2DMart%20in%20Germany%3A%20A,Culture%20That%20Didn’'t%20Fit&text=How%20did%20Wal%2DMart%2C%20who,their%20employees%20and%20their%20customers. Why Walmart Failed in Germany and Europe: The Main Reasons Read about our latest adventures and travel insightsJoin the ViaTravelers
CommunityGet exclusive travel tips, hidden gems, and destination guides delivered straight to your inbox. Join over 20,000 travelers who trust our expert advice!Join for free! No spam ever, unsubscribe anytime.© 2025 ViaTravelers. All rights reserved. Why did Walmart Fail in Germany? Walmart’s story in the EU has begun with its attempt to
expand its business in Germany. In 1997, Walmart entered the German market with the acquisition of the Wertkauf and Interspar hypermarket chains. But Walmart’s global fame and aggressive entry into foreign markets didn’t work out well in Germany. Walmart’s German stores struggled because its business model wasn’t working there. It tried
hard, but after 9-years, Walmart sold its 85 outlets in Germany in 2006 resulting in a $3 billion loss. There were several factors that contributed to Walmart’s Failure in Germany. From the very start, amazing management oversights have affected Walmart’s German operations. We have figured out some of the important reasons behind their failure.
1. Below-Cost Strategy: Walmart wanted to follow the below-cost strategy, But the German business owners didn’t like Walmart’s low-cost pricing tactic as well as the German government. As a result, the American giant was ordered to raise its prices by the German high court which became an obstacle for it to having a customer base. 2. Walmart
and German Unions Were Incompatible: In the United States, Walmart is notorious for playing low wages and suppressing unions. In Germany, unlike in the US, unions are very much a part of the culture and have broad support amongst the government, the community, and even businesses. Walmart didn’t understand that in Germany, companies
and unions are closely connected. Also, The German workforce is accustomed to negotiating their pay with their union. This caused friction between the workers and the company. When Walmart refused to join Germany’s regional wage bargaining system, the worker’s union went on strike. Walmart was taken aback for this reason. This also gave
them a bad reputation in the community and likely affected their sales. 3. Walmart Underestimated Their Competition: In the USA, Walmart has primarily been considered a low-cost, one-stop shop for just about anything a person could need. In Germany, however, the people value the quality of products as much as they value the price. They weren’t
about to abandon the small grocery chains they had always shopped at. Walmart did not expect such resilience from the 14 hypermarket chains that were popular across Germany, and they failed to adapt even after they found out. 4. Retail Chains Were Already Doing Poorly in Germany: Part of the problem with Walmart’s transition into Germany is
that retail chains were growing at an alarmingly low rate at the time. In fact, when Walmart came into Germany, the average growth rate for a retail chain was just 0.3% per year. This acted as an immediate disadvantage in Walmart’s journey towards sustainable growth in the country. 5. Employees Felt Uncomfortable With Walmart’'s Practices: It
wasn’t just the pay and lack of worker rights that upset Walmart employees. It was also some “team-building” practices that many Germans didn’t feel comfortable doing. At Walmart, workdays started with light exercises and motivational chants. While in US culture, these activities can sometimes bring a team closer together, in Germany, they are
entirely unexpected and only served to make the employees uncomfortable. 6. Employees Felt That Walmart Overreached Into Their Personal Lives: In the United States and in many countries, it is taken as a given that employees that work in the same department cannot engage in romantic relationships. In Germany, however, this is not the
standard. In fact, it is considered a huge overstep in a person’s life. 7. Walmart Failed to Take Into Account Cultural Differences Surrounding Shopping: In the United States, it is considered commonplace or almost by default that people like to drive out to one store and buy everything they need there at a reduced price. This is part of why Walmart
has been so successful in the US. In Germany, on the other hand, shoppers have different habits, and the way the economy is structured lends more significance to smaller discount chains. Below are just a few differences in culture, which caused fewer Germans to go to Walmart and more to go to smaller chains. Many Germans like to shop at places
that are within walking distance. The idea of “service with a smile” is not as emphasized in Germany and came across as odd and uncomfortable. Smaller discount chains in Germany can sell goods at lower prices than big retail chains by law. Walmart enforced a corporate culture that ran counter to the values of many Germans. On the other hand, the
small chains were in line with their beliefs. 8. Walmart Didn’t Focus Their Services Enough: Walmart sells just about anything a person would need; food, clothes, entertainment, car parts, gardening supplies, and more. Given the German population’s tendency to shop at smaller, more focused stores, this didn’t work on a cultural level. It also didn’t
work on an economic level. Part of the reason Walmart can sell so many goods at such a low price in the US is that they receive tax subsidies and pay workers a lower wage. As we’ve seen previously, they were challenged on all of these issues. Still, they tried a more focused approach, perhaps on groceries or home goods, they could have carved out a
corner of the market. 9. Walmart Failed to Adapt to Germany’s Economy: You put all this together, you get the primary reason why Walmart failed to gain any steam in Germany. They could not, and would not, adapt to the different economic systems. To conclude, Walmart failed in Germany and eventually in the EU due to a variety of factors
including the inability to adapt to german retail market conditions, lack of competitive prices against Garman stores, underestimated local competition, environmental cultural differences, and different organizational rules, and corporate culture for Walmart employees. If the folks at Walmart had been more proactive in studying Germany’s economic
system and consumer habits, their stores might not have failed. We hope that you understand why Walmart failed in Europe. If you have found our conversation helpful, please leave a comment, share our post, and subscribe to our blog.



