RT1009_p3

9/29/06

6:01 PM

Page 3

KMART SPECIAL REPORT — SEE PAGE 13
Vol. 45, No. 18 $25 • October 9, 2006

A L E B H A R - F R I E D M A N ® P U B L I C AT I O N

T H E C O N N E C T I O N T O A M E R I C A ' S L E A D I N G R E TA I L E R S

WAL-MART IN CHICAGO

Second City lands first supercenter
BY LAURA HELLER
CHICAGO — Wal-Mart finally made its hard-won entry into the Windy City, opening its first store here
following the defeat of a city ordinance that mandated a higher minimum wage and benefits for
big-box retailers.
The 145,000-square-foot discount center is located
in an economically depressed neighborhood on the
city’s West Side
FOR MORE EXCLUSIVE PHOTOS:
and local politiwww.retailingtoday.com
cians, residents
and even preachers turned out to cheer this particular victory.
“Thank you for letting this store be a benchmark for all Wal-Marts in the inner cities,” said
pastor Joseph Kyles, chairman of the 37th Ward
Pastors Alliance, during the opening benediction.
“Thank you for letting this first Wal-Mart in the
City of Chicago be the answer to all our prayers.”
SEE WMT CHICAGO PAGE 67

SAM’S CLUB
GETS NEW LOOK
– SEE PAGE 70

Wal-Mart associates,
most of whom live in
the city, welcomed
the retailer’s first
store in Chicago.

Wal-Mart’s $4 Rx
rattles competition
BY MIKE TROY
TAMPA, FLA. — Wal-Mart’s war on
drugs launched last month with a
$4 generic pricing program has generated a war of words, widespread
analysis, competitive response
along with tremendous publicity.
Wal-Mart lowered prices on 291
generic prescriptions to $4. Although available initially in Hillsborough County, Fla., Wal-Mart
executives on hand for a press conference at a store in Tampa where
the initiative was announced said
it would be expanded statewide at
the start of next year and taken
SEE PHARMACY PAGE 67

First hurdle cleared, big-box still faces ordinance obstacles
CHICAGO — There could be a
shadow hanging over WalMart’s triumphant entrance
into the city of Chicago as the
issue of mandating higher
wages appears to be alive and
well. Alderman Joe Moore,
who proposed the initial ordinance, is pushing for a referendum that could be even
more restrictive.

The original law would have
affected stores of at least
90,000 square feet that are
owned by retailers with $1 billion in sales. It mandated an
initial minimum pay raise to
$9.25 an hour with $1.50 an
hour in benefits, eventually
reaching $10 an hour in wages
and $3 in benefits by 2010. Automatic annual cost-of-living

increases will apply thereafter. The pay increases would
take effect July 2007.
The measure was passed by
majority vote (35-14) on July
27 but was vetoed by Mayor
Richard Daley. The council
then failed to muster the votes
to override the veto as several
aldermen changed positions.
SEE ORDINANCE PAGE 67

Sears gives Lands’ End new beginning
BY KELLY NOLAN

Sears is finding that Lands’ End may be a fit for certain Kmart locations, such as Bridgehampton, N.Y., (left).
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HOFFMAN ESTATES, ILL. — After
struggling at first to find a
long-term strategy for Lands’
End, Sears Holdings is now
making a concerted effort to revive the
once-booming e-tailing and catalog
business.
At a recent press event attended
by Retailing Today, Sears disclosed
that it had rolled out some separate
Lands’ End “store-in-store” destina-
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tions at 25 of its locations,
which would reach up to 75
later this fall. The company
also admitted that it was
experimenting with adding
the Lands’ End brand to at
least one Kmart store, in Bridgehampton, N.Y., and it would consider
doing so at other locations whose demographics would be favorable to
the brand.
“Bridgehampton is a unique expeSEE LANDS’ END PAGE 69
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An opening prayer is part
of all new Wal-Mart store
openings, but this time employees and supporters had a
lot to be thankful for. This
summer, the Chicago City
Council passed an ordinance
that would have forced retailers such as Wal-Mart to
pay a minimum wage of $10
an hour and $3 in benefits by
2010. The measure was to
take effect July 2007 and
both Wal-Mart and Target
threatened to put future
store openings on hold.
But Chicago Mayor Richard
Daley vetoed the bill and convinced several aldermen to
change their position, his veto
was upheld and Wal-Mart was
free to open its first planned
city location.
The store had more than
15,000 applications for approximately 400 jobs. Most of

PHARMACY
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national to as many states as
possible thereafter.
“What we are doing today
will mean real savings for people on prescription drugs,”
said Bill Simon, Wal-Mart’s
evp of professional services.
He claimed Wal-Mart was able
to lower the prices by applying
its business model to the prescription drug industry. “We
are doing what we do best and
that is taking costs out of the
system. Wal-Mart is committed to providing more affordable health care to America’s
working families.”
As word of the program
spread throughout the day the
competitive response was
swift. Target quickly matched
the program and Kmart suggested a program it launched
in May at its 1,100 pharmacies
is actually a superior value.
Kmart’s program involves a
$15 co-pay on a 90-day supply
of select generic drugs.
“While Wal-Mart’s program
appears to be a cost-saver at

RetailingToday
those hired live in the community. In fact, community is
the focus here with product
assortment tailored to the
two dominant demographics
in the area: African-Americans and Hispanics. A local
restaurant occupies the
quick-serve location in the
front of the store, providing a
Chicago woman, Mary Rickette, with the opportunity to
open her third location and
marking the first time WalMart has entered into a direct agreement to lease space
in a store. The retailer has
always used a third party for
this task in the past.
“This store has benchmarked commitment to neighborhood,” said Lori Healey,
commissioner of the city’s department of planning and development. “It will also be an
example of sustainable design.”
The location features a
green roof—literally a vegetative covering that helps to
control energy costs and im-

first glance, Kmart’s 90-day
program is a better value and
time-saver for customers, allowing them to return to the
store every three months instead of every 30 days to refill
their prescriptions,” said Mark
Doerr, vp of Kmart pharmacy.
“The $15 cost spread over three
months ultimately means that
customers are paying $5 a
month for refills, but saving
money on gas and valuable
time associated with frequent
trips to the pharmacy.”
Doerr added that customers
who are refilling every three
months are more likely to remember to take their medications and less likely to worry
about running low at the end
of each month.
Although true in a clinical
sense, customers with 90-day
prescriptions don’t visit stores
as often and make additional
purchases. That explains why
most analysts viewed WalMart’s move favorably as a
traffic-generating strategy
that would result in increased
sales of other categories of
merchandise that would more
than offset any negative mar-
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Wal-Mart’s first supercenter opened in the city of Chicago features its first direct agreement to lease space inside a store.
The restaurant, Uncle Remus’, gave a Chicago woman her third store location.

prove air quality. It’s an effort strongly supported by

gin consequences of lower
prices on generics.
According to JP Morgan analyst Steve Chick, “Clearly WalMart is expecting to draw more
traffic and hopefully a new customer into its store base that
could potentially cross-shop into
other parts of the stores.”
Goldman Sachs analysts
Adrienne Shapira called the
program a bold move to reshape the perception of the
company’s impact on U.S.
health care costs.
“While ultimate cost savings
to the system are likely to be
modest overall, this may enhance Wal-Mart’s long-term
store expansion, particularly
in urban areas if local elected
officials and consumers respond favorably,” said Shapira.
From a profit standpoint,
she calculated pharmacy profits would be adversely affected, however the company
could recoup much if not all of
the loss with higher traffic and
other in-store purchases.
Wal-Mart’s most vocal critic,
Washington, D.C.–based WalMart Watch, quickly dismissed the generic drug pric-

ORDINANCE

Mayor Daley and other retailers in the city have already implemented such
roofs for Apple and Target.
The protestors seen picketing City Hall during the
City Council’s debate on a
passed and then vetoed “living wage” ordinance were absent from the store opening.
But so was the Mayor. New
legislation that introduces a
stricter version of the vetoed
ordinance could be introduced in the future, one that
would affect large retailers
regardless of store size.
But this store opening was
really a celebration of bigbox retailing’s victory in
Chicago. The city may have
seemed inhospitable to bigbox retailers these past few
months but the crowds of employees and customers lined
up around the building the
morning of the opening sure
knew how to cheer. ■

But Moore is now calling for
a “living wage” referendum
that could affect a wider
group of retailers and chain
stores without the squarefootage restriction.
Such a referendum has not
been introduced in City Council as of yet, but it’s campaign
season in the city and recent
council events including the
big-box debate are quickly becoming platforms for those
angling for office. Congressman Jesse Jackson Jr. has
formed a committee to explore
running against Mayor Daley
in the February primaries
and has been outspoken in
his support of raising the minimum wage. Retailers could
fall prey to further punditry
as Chicago political hopefuls
begin their campaigning. ■

ing program as a “marketing
announcement,” in part because the price reductions
were on drugs that are already
cheap and the program affects
only 139 different drugs. WalMart got to its 291 figure by
including different dosage
forms and concentrations of
the same drugs.
According to the group’s executive director, Andrew Grossman, “Marketing spin about
working families is just for
show. The real truth is that WalMart is in fierce competition for
the pharmacy and beauty aids
and quick-stop shopper in the
lucrative and expanding baby
boomer category.”
The Wal-Mart-backed organization Working Families for
Wal-Mart quickly shot back
at Wal-Mart Watch with a
statement issued by the organization’s interim chair
Catherine Smith.
“It is beyond explanation
that union leaders claiming to
advocate on behalf of working
families are attacking a program that will not only make
prescription drugs more affordable, but will also make sure

those who haven’t been able to
afford their medicines now
have the opportunity for better
health,” Smith said. “Only a
failing campaign would attack
an initiative that makes prescription drugs more affordable for working families.”
William Blair analyst Mark
Miller pointed out that WalMart’s program was directed
at those who pay cash at pharmacy, which represents 5% to
6% of the prescriptions filled.
Miller noted that Wal-Mart
likely included carefully chosen drugs to minimize the impact on profitability.
“In sum, Wal-Mart’s generic
move is far narrower in scope
than it might initially have
appeared. Additionally, we see
in this initiative a marketing
effort by Wal-Mart sending a
message to Americans that
they care.”
The war of words and competitive wrangling over pharmacy prices promises to intensify throughout Florida in
the coming months as the program is expanded statewide
before a national rollout
throughout 2007. ■
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