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Executive Summary 

This case examines Dollar General's execution of a cost leadership strategy in the discount retail 

sector. As of 2024, Dollar General had grown to over 20,000 stores across 47 states, generating 

annual revenue exceeding $38 billion1. The company's success was built on a relentless focus on 

keeping costs low and prices affordable for its core lower-income customer base. 

 

Key elements of Dollar General's cost leadership approach included: 

 

• A low-cost small-box store model 

• Limited SKU assortment focused on fast-moving items 

• Emphasis on private label products 

• Efficient distribution network 

• Lean operations and corporate overhead 

 

Dollar General increasingly found itself competing against larger retailers like Walmart for 

value-conscious consumers. The retail giant Walmart has been aggressively expanding its small-

format Neighborhood Market stores, encroaching on Dollar General's rural and suburban 

territories2. At the same time, Dollar General is facing increased threats from Dollar Tree's Plus 

store concept, which introduced items priced above $1, aimed to directly compete with Dollar 

General's broader price point strategy3. Further, Dollar General has to navigate through economic 

headwinds impacting Dollar General's core customer base, including inflation and reduced 

discretionary spending4. 

 

This two-pronged competitive pressure from both a larger, more resource-rich competitor 

(Walmart) and a traditionally lower-priced rival expanding its offerings (Dollar Tree) is 

effectively "sandwiching" Dollar General, forcing it to defend its market share and unique value 

proposition from both directions simultaneously. The market has responded to these competitive 

challenges, with Dollar General's stock price underperforming compared to both Walmart and 

Dollar Tree in 2024, reflecting investor concerns about its ability to maintain growth and 

profitability in this increasingly challenging retail environment5. 

 

In late 2023, Dollar General launched a "Back to Basics" initiative to reinforce its core 

competencies, focusing on enhancing store operations, optimizing the supply chain, refining 

merchandising, and leveraging technology. While early results showed promise, the plan 

required substantial investment at a time when the company faced margin pressures.  

 

The case highlights challenges faced by Dollar General and examines the strategic choices facing 

CEO Todd Vasos and his team as they worked to reinforce Dollar General's cost leadership 

position while navigating a challenging retail environment. 
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Key issues addressed include: 

 

• Maintaining cost leadership while investing in operations and technology 

• Adapting to changing consumer behavior in an inflationary environment 

• Responding to intensifying competition from larger retailers 

• Balancing growth initiatives with operational efficiency 

• Evolving the business model to sustain competitive advantage 

 

The case provides a basis for discussing the execution and sustainability of cost leadership 

strategies in retail, as well as how companies can adapt such strategies to changing market 

conditions. 

 

Introduction 

On a humid August morning in 2024, Todd Vasos settled into his chair in the executive 

conference room at Dollar General's headquarters in Goodlettsville, Tennessee. As CEO, Vasos 

had just finished reporting the company's second quarter earnings and was reflecting on the 

challenges facing the discount retailer. While Dollar General had built a formidable business 

pursuing a cost leadership strategy, recent headwinds and increased competition were testing the 

company's ability to maintain its competitive edge. 

 

Founded in 1939, Dollar General had grown to over 20,000 stores across 47 states by 2024, 

generating over $38 billion in annual revenue. The company's success was built on a laser focus 

on keeping costs low and prices affordable for its core lower-income customer base. As Vasos 

explained to investors, "Dollar General has a long history of serving customers in a variety of 

macroeconomic environments, and we believe the actions we are taking will allow us to further 

strengthen our position and build on our Back to Basics initiative, as we seek to deliver 

sustainable growth and long-term shareholder value."1 

 

However, Dollar General was facing an increasingly difficult operating environment. Inflation 

was squeezing its cost-conscious customers, the labor market remained tight, and larger rivals 

like Walmart & Dollar Tree were stepping up their value offerings. As Vasos and his team 

worked to navigate these challenges, they grappled with how to reinforce Dollar General's cost 

leadership position while continuing to drive growth and profitability. 

 

The Evolution of Dollar General: From Small-Town Roots to National Discount Retailer 

Dollar General's journey from a single small-town store to a national retail powerhouse span 

over 80 years, marked by strategic growth and an unwavering focus on value. 

 

1939-1955: Humble Beginnings 

J.L. Turner and his son Cal Turner Sr. founded J.L. Turner and Son, Wholesale in Scottsville, 

Kentucky, in 1939. The company initially operated as a wholesaler, but by 1955, the Turners had 

opened their first retail store named "Dollar General" in Springfield, Kentucky. The store's 

concept was simple – no item in the store would cost more than one dollar. 

 

1968-1977: Rapid Expansion and Going Public 
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In 1968, the company officially changed its name to Dollar General Corporation. By 1977, 

Dollar General had grown to 280 stores with $40 million in annual sales. This rapid growth led 

to the company going public, listing on the New York Stock Exchange. 

 

1980s-1990s: Continued Growth and Modernization 

Under the leadership of Cal Turner Jr., who became CEO in 1977, Dollar General expanded its 

product offerings beyond the strict one-dollar price point while maintaining its focus on value. 

The company invested in modernizing its distribution and inventory systems, enabling more 

efficient operations as it continued to open new stores at a rapid pace. 

 

2000-2015: Overcoming Challenges and Private Equity Ownership 

The early 2000s brought challenges, including an accounting scandal that led to a financial 

restatement. However, Dollar General rebounded and continued its expansion. In 2007, the 

company was taken private by the private equity firm Kohlberg Kravis Roberts & Co. (KKR) in 

a leveraged buyout. This period saw significant investment in improving store operations and 

expanding the store base. Dollar General returned back to the public markets in 2009 with a 

successful IPO. 

 

2015-Present: Accelerated Growth and Adapting to Change6 

Since 2015, Dollar General has accelerated its growth strategy, consistently opening 900-1,000 

new stores annually. The company has also focused on evolving its business model to meet 

changing consumer needs: 

 

1. DG Fresh: Launched in 2019 to self-distribute fresh and frozen products, improving 

product quality and margins. 

2. Non-consumables Initiative (NCI): Expanded offering of home, seasonal, and 

discretionary products to drive higher basket sizes. 

3. pOpshelf: A new concept launched in 2020, targeting middle-income suburban customers 

with a treasure-hunt shopping experience. 

4. DG Market: Larger format stores with an expanded grocery section to capture more of 

customers' food spend. 

5. Digital Initiatives: Expanded e-commerce offerings, including partnerships with 

DoorDash for delivery and the launch of the DG App for digital coupons and convenient 

shopping. 

 

Throughout its history, Dollar General has maintained its core focus on providing value to 

customers in convenient locations. By 2024, the company had grown to over 20,000 stores 

across 47 states, cementing its position as a leader in the small-box discount retail sector. 

 

The company's ability to adapt its business model while staying true to its value-oriented roots 

has been key to its long-term success. As Dollar General faces new challenges in the 2020s, 

including increased competition and changing consumer behaviors, it continues to lean on this 

heritage of resilience and adaptability. 

 

Cost Leadership as Core Strategy 
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Since its founding, Dollar General had relentlessly pursued a cost leadership strategy, aiming to 

be the low-cost provider in the discount retail segment. This approach aligned with the 

company's mission of "Serving Others" by providing affordable products to customers in 

convenient neighborhood locations7. 

 

Dollar General's cost leadership strategy was built on several key pillars: 

 

1. Low-cost store model: Dollar General utilized a small-box format of approximately 7,400 

square feet for its stores. This allowed the company to locate in smaller communities that 

could not support larger retailers, while keeping real estate and operating costs low. 

Stores were simply designed with minimal fixtures and staffing. 

 

2. Limited SKU assortment: Dollar General carried only about 10,000-12,000 SKUs (Stock 

Keeping Units), compared to 100,000+ at a typical supercenter. By focusing on fast-

moving consumables and other essential items, the company was able to maximize 

inventory turnover and minimize carrying costs8. 

 

3. Private label products: Dollar General's private brands accounted for nearly 25% of sales, 

providing higher margins than national brands while still offering value pricing to 

customers. 

 

4. Efficient distribution: The company operated a network of distribution centers 

strategically located to minimize transportation costs to stores. Advanced logistics 

systems helped optimize inventory and reduce out-of-stocks. 

 

5. Lean operations: Dollar General maintained a culture of frugality throughout the 

organization. Store labor was tightly managed, with most locations employing only 6-10 

people. Corporate overhead was kept minimal. 

 

This focus on cost leadership enabled Dollar General to offer everyday low prices to customers 

while still generating solid profit margins. In fiscal year 2023, the company achieved an 

operating margin of 9.3% - higher than larger rivals like Walmart (5%), Dollar Tree (7.2%) and 

Target (5.3%)9. 

 

Executing the Back to Basics Plan 

In late 2023, Dollar General launched a "Back to Basics" initiative aimed at reinforcing its core 

competencies and improving execution. As Vasos explained, "2024 is about executing on our 

foundational Back to Basics plan, and we are pleased to be on schedule and making great 

progress against the goals we have previously outlined." 

 

Key elements of the Back to Basics plan included: 

 

1. Enhancing store operations: Dollar General increased labor hours dedicated to customer 

service and in-stock positions. The company also simplified planograms (Models to 

indicate product placement on shelves to increase sales) and reduced the number of in-

store displays to improve efficiency. 
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2. Optimizing the supply chain: The company focused on improving on-time and in-full 

deliveries to stores. Dollar General also closed underperforming temporary distribution 

facilities while opening new, more efficient permanent distribution centers. 

 

3. Refining merchandising: Company’s purchasers worked to streamline SKU counts and 

optimize product assortments. The company also reinforced its value message through 

targeted promotions and emphasis on opening price points. 

 

4. Leveraging technology: Dollar General invested in new systems to improve inventory 

management, labor scheduling, and other key operational areas. 

 

Early results from these efforts were encouraging. In-stock levels improved year-over-year, 

while employee turnover declined across store operations roles. On-time deliveries from 

distribution centers also showed significant gains. 

 

However, the Back to Basics plan required substantial investment at a time when the company 

was facing margin pressure. Some analysts questioned whether Dollar General could maintain its 

cost leadership position while increasing spending on labor, technology, and other areas. 

 

Competitive Landscape and Strategic Sandwiching 

Dollar General has found itself strategically sandwiched between two formidable competitors, 

facing a dual threat to its market position. This pincer movement forced Dollar General to defend 

its market share against both the nimble dollar store rival and the retail giant, creating a 

challenging competitive landscape that threatened to squeeze its traditional customer base from 

both ends of the value spectrum. 

 

While Dollar Tree had traditionally focused on urban and suburban areas, differing from Dollar 

General's rural and small-town emphasis, its future expansion plans signaled a potential 

encroachment into Dollar General's core markets. This shift could cause significant trouble for 

Dollar General, eroding its dominance in areas where it previously faced little competition.  

 

Dollar Tree's strategic shift and expansion plans posed a growing threat to Dollar General's 

market position. With annual revenue exceeding $28 billion in fiscal year 2022, Dollar Tree 

demonstrated robust growth potential. The company's Multi-Price Plus offering, introduced in 

over 1600 stores, allowed for a broader product range and higher price points, directly competing 

with Dollar General's model10. 

 

In 2023, Dollar Tree showed signs of successfully capturing market share. As Mike Witynski, 

Dollar Tree's then-CEO, stated in the Q4 2022 earnings call: "Our $3 and $5 Plus assortment is 

resonating with customers, driving both traffic and ticket. We are seeing a trade-in customer 

coming to Dollar Tree for great value, and we're seeing our core customers adding these items to 

their baskets." This success prompted aggressive expansion plans, with Rick Dreiling, the new 

CEO, announcing in Q1 2023: "We are planning to add 1,000 to 2,000 net new stores to our fleet 

annually for the next several years." This expansion strategy, coupled with the company's 
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improved merchandising mix, signaled a direct challenge to Dollar General's traditional 

strongholds, potentially disrupting its long-held market dominance in rural and suburban areas11. 

 

Simultaneously, from above, Walmart represented a formidable rival. With over $600 billion in 

annual revenue, Walmart possessed massive scale advantages in purchasing, distribution, and 

technology investments. The retail giant was also aggressively expanding its small-format 

Neighborhood Market stores, encroaching on Dollar General's rural and suburban territories. 

 

In 2024, Walmart appeared to be gaining ground with lower-income shoppers. As Kelly Dilts, 

Dollar General's CFO, noted on the Q2 earnings call: "What we saw is the guys down in 

Bentonville are doing a pretty nice job in garnering the available traffic that's out there from 

other retailers. We haven't seen a deterioration on our side. But what we saw in Q1 was a greater 

pickup from the available share maybe from other classes of trade, grocery and drug. While we 

got some of it, we didn't get our fair share, at least what I would consider to be our fair share."12 

 

This dynamic was evident in the companies' recent financial results. While Dollar General 

reported Q2 same-store sales growth of just 0.5%, Walmart U.S. achieved 6.4% comparable 

sales growth in its most recent quarter. On the other hand, its closest competitor, Dollar Tree, 

reported a same-store sales growth of 6.3%. 

 

The divergence was also apparent in the stock market, where Walmart shares hit all-time highs in 

2024 while Dollar General stock plummeted to multi-year lows. Investors appeared to be betting 

on Walmart's ability to gain market share in an uncertain economic environment13. 

 

Economic Headwinds and Consumer Pressures 

Dollar General's core lower-income customer base was facing mounting economic pressures in 

2024. While unemployment remained low, inflation was eroding purchasing power for many 

households. Rising costs for essentials like food, housing, and healthcare were squeezing 

discretionary spending. 

 

These trends were evident in Dollar General's recent results and consumer insights. As Vasos 

explained: "The majority of them state that they feel worse off financially than they were six 

months ago as higher prices, softer employment levels and increased borrowing costs have 

negatively impacted low-income consumer sentiment. As a result, our core customer who 

contributes approximately 60% of our overall sales comes predominantly from households 

earning less than $35,000 annually."11 

 

The company's data showed that over 60% of core customers reported having to sacrifice on 

purchasing basic necessities due to higher costs. Approximately 30% had maxed out at least one 

credit card, while 25% anticipated missing a bill payment in the next six months. 

 

These pressures were impacting shopping behavior, with customers becoming even more price 

sensitive and deal-seeking. Dollar General saw strength in its private label offerings and "$1 or 

less" items but struggled with other discretionary categories. The last week of each month - when 

customers were most likely to be stretching budgets - showed particular softness in sales. 
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Strategic Choices and Future Outlook 

As Vasos and his team looked to the future, they faced critical strategic choices in how to 

reinforce Dollar General's cost leadership position while navigating a challenging environment: 

 

1. Pricing and promotions: How aggressively should Dollar General invest in lower prices 

and increased promotions to drive traffic, potentially at the expense of margins? 

 

2. Store expansion: Should the company continue its rapid pace of new store openings, or 

focus more on improving productivity of existing locations? 

 

3. Format evolution: Was there an opportunity to test larger store formats or new concepts to 

broaden Dollar General's appeal? 

 

4. Digital capabilities: How much should the company invest in e-commerce, mobile apps, 

and other digital tools to enhance the customer experience? 

 

5. Assortment: Should Dollar General expand into new product categories or services to 

drive growth? 

 

6. M&A: Were there potential acquisition targets that could strengthen the company's 

competitive position? 

 

The decisions made would be critical in determining whether Dollar General could maintain its 

position as a leader in discount retail. As Vasos concluded in his remarks to investors: "This 

team is energized and laser-focused on our strategy to restore operational excellence while 

delivering value for our customers and shareholders alike. I want to close by thanking our more 

than 193,000 employees for their commitment to fulfilling our mission of serving others. It is a 

privilege to serve alongside them each and every day, and we are looking forward to all we can 

accomplish together in the back half of the year." 

 

Conclusion 

Dollar General's pursuit of cost leadership had driven its growth into one of the largest retailers 

in the United States. However, the company now faced significant challenges in maintaining this 

strategy amidst changing economic conditions, evolving consumer behavior, and intensifying 

competition. CEO Todd Vasos and his team needed to carefully balance reinforcing core 

competencies with adapting to new market realities. Their decisions would be critical in 

determining whether Dollar General could sustain its competitive advantage and continue 

delivering value to both customers and shareholders in the years ahead. 

 

The company's ability to execute its Back to Basics plan while responding to immediate market 

pressures would be a key test of its operational capabilities. Furthermore, Dollar General's 

response to the growing threat from larger rivals like Dollar Tree & Walmart would reveal much 

about its strategic agility and long-term viability as a leading discount retailer. 

 

As Dollar General navigated these challenges, it would need to stay true to its mission of serving 

others while potentially evolving its business model to meet the changing needs of its core 
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customer base. The coming months and years would likely define the next chapter in the 

company's long history of serving value-conscious consumers across America. 

 

Discussion Questions 

1. How sustainable is Dollar General's cost leadership strategy in the current retail 

environment? What are the key risks to this approach? 

2. Evaluate the effectiveness of Dollar General's Back to Basics plan. Is the company 

making the right investments to reinforce its competitive position? 

3. How should Dollar General respond to the growing competitive threat from Walmart and 

other large retailers? What strategic options are available? 

4. Given the economic pressures facing its core customers, should Dollar General consider 

adjusting its product mix or pricing strategies? If so, how? 

5. To what extent should Dollar General invest in e-commerce and digital capabilities? How 

might this impact its cost structure and value proposition? 

6. Assess Dollar General's store expansion strategy. Should the company continue its rapid 

pace of new store openings, or focus more on improving existing store productivity? 

7. How might Dollar General evolve its business model to create new sources of 

competitive advantage beyond cost leadership? 

8. What recommendations would you make to CEO Todd Vasos to address the challenges 

facing Dollar General while positioning the company for long-term success? 

9. Compare and contrast Dollar General's execution of cost leadership with that of Walmart. 

What lessons can be drawn from this comparison? 

10. Compare and contrast Dollar General's execution of cost leadership with that of Dollar 

Tree. What lessons can be drawn from this comparison? 

11. Which of the two retail giants is likely to pose a stronger threat to Dollar General. 

Walmart or Dollar Tree? 

12. How effectively has Dollar General balanced the needs of its various stakeholders 

(customers, employees, shareholders) in pursuing its strategy? Are there areas where this 

balance should be adjusted? 
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2.  

2. Dollar General’s store count growth over time 
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This data shows Dollar General's consistent store growth over the past decade. Some key points to note: 

a) The company has added over 8,500 stores since 2014, nearly doubling its store count. 

b) Dollar General has maintained a steady pace of expansion, typically adding 700-1,000 new stores each 

year. 

c) The growth rate has been relatively consistent, even throughout challenging periods like the COVID-19 

pandemic. 

As of Q2 2024, Dollar General had 20,345 stores, representing continued growth from the previous year. 

 

3. Dollar General’s breakdown of sales mix by category 

 
 

4. Dollar General’s map of store locations 
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