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The table below provides the TOWS Matrix for Sears Company and Kmart Company:
	                        Internal                        
                      Components

External

Components
	Strengths (S) of Sears
	Weaknesses (W) of Sears

	Opportunities (O) of Sears
	· Robust Financial Performance.

· Best Working Environment

· Numerous Flagship Brands (Mbaskool, 2015)
	· Lower Performance might result in store shut down (Mbaskool, 2015).

· Reduced Profitability in recent years due to the negative rate of free cash flow.

	Threats (T) of Sears
	· Increase in customer's disposable income.

· Attaining greater visibility and brand presence by advertising (Mbaskool, 2015).
	· Greater financial difficulty.

· The issue of higher competition and problem in controlling of operations (Mbaskool, 2015).



	                         Internal                        
                      Components

External

Components
	Strengths (S) of Kmart
	Weaknesses (W) of Kmart

	Opportunities (O) of Kmart
	· Increasing Cash Flow

· Second biggest Leader of Discount Retail (Mbaskool, 2015).
	· Lower Rating of Customer Satisfaction

· Very slow at innovation in the industry of retail 

	Threats (T) of Kmart
	· Technological utilization for business growth.

· Adoption of fresh business strategy for acquisition of different speciality companies (Mbaskool, 2015).


	· Rapid change in economic conditions.

· Increase in the presence of discount retailers in the market (Mbaskool, 2015). 


Sears Company

	TOWS matrix 
	External Opportunities (O) 

1. Emerging market

2. Black Friday


	External Threats (T) 

1. High competition 

2. Economic slowdown

	Internal Strengths(S) 

1. Loyal customers

2. Diversity in customer base
	SO
1. New markets can be conquered with the brand image due to loyal customers

2. Shopping holidays can be capitalized with diverse customers
	ST
1. High competition can be handles with loyal customers

2.  Economic slowdown can be handled with large diverse customer base.

	Internal Weaknesses (W) 

· Lower Performance might result in store shut down (Mbaskool, 2015).

· Reduced Profitability in recent years due to the negative rate of free cash flow.


	WO
1.  Lower performance can be motivated through competition

2. Reduced profitability can be managed by shopping holiday 
	WT
1. Lower performance and high competition can be managed by motivating employees

2. reduced profitability and economic slowdown can be managed by gaining profits in holiday seasons


Kmart Company

	TOWS matrix 
	External Opportunities (O) 

1. Overseas expansion

2. Target new customer segment


	External Threats (T) 

1. Economic slowdown

2. Declining profits

	Internal Strengths(S) 

1. Product line are exclusive and brand goodwill

2. Brand loyalty
	SO
1. Overseas expansion can be undertaken from diversified product range

2. New customers can be targeted due to high brand loyalty
	ST
1. Brand loyalty and exclusive products can help in attaining profits.



	Internal Weaknesses (W) 

1. Rigorous competition

2.  Stores are reducing


	WO
1.  Competition can be handles with expansion strategy.


	WT
1. Declining profits and stores can be managed with new customer segment




The VRIO analysis details three aspects for a resource that are Valuable, Rare or Costly for Imitating and Organization of the firm to attain the resources’ value (Jurevicius, 2013). In case of a particular company, the resources are valuable since they are focused on enhancing the perceivable value to the customer. The resources, in this case, are not rare since it can be acquired by any retail store though the rareness is in the manner of offering it to the customers. The resources are not costly to imitate as they are easily acquired by the retail players. The company is truly organized to capture the value of the resources since it is the oldest leader of the retail industry (Jurevicius, 2013).  
	VRIO Analysis
	

	
	Valuable
	Rare
	Imitable 
	Organization Exploits it 
	Competitive Implication 

	IT competence 
	Yes 
	No
	Yes
	Yes 
	Temporary competitive advantage  

	Distribution Channel 
	Yes 
	Yes
	Yes
	Yes 
	Sustainable competitive parity 

	Brand Name
	Yes
	Yes
	No 
	Yes 
	Sustainable Competitive Advantage 


The Competitive Perceptual Map for Kmart and Sears is given below, which describes that Kmart and Sears are facing fierce competition in spite of offering products at reduced prices and of average quality (Larreche, 2006). It is unable to attract maximum customers for revenue growth as compared to market-leading competitors.

                                                    *Saks                                                             *The Limited
                                    *Bloomingdale
                                                                                                *WalMart

                                                                                                      *Kmart                                            *The Gap
                         *Sears                                          *L&T
                                                                                                 *T.J.Maxx

                       *Saks                                                             *KOHL'S Corporation
                                    *Wal-Mart
                                                                                                *WalMart


                                                                                            *Kmart      *T.J.Maxx                                    

 *The Gap

   *Target Corporation                                                               *L&T

Porter’s Five Forces Model for Kmart is as follows:
1. Threat of Substitute Products –Kmart has an average risk or low threat of substitute products in the market since it is the leading retail store and has an individual online store also.

2. Threat of New Entrants- The threat of new entrants is low, since opening and managing big scale retail store demands huge set of resources, as well as an integrated distribution and supply chain network (Portfolio Management 101, 2015).

3. Intense Rivalry among Existing Players- There is high-intensity rivalry among existing market players since the competitors are coming up with discount retail.

4. Bargaining Power of Suppliers- The bargaining power of suppliers is high due to company's problems related to reduced profitability and growth.

5. Bargaining Power of Buyers – The bargaining power of customers is high due to multiple competitors present in the market from which customers can choose their favorite retail store (Portfolio Management 101, 2015).
1. Threat of Substitute Products –Kmart has an average risk or low threat of substitute products in the USA market since it is the leading retail store and has an individual online store also.

2. Threat of New Entrants- The threat of new entrants in the USA is low, since opening and managing big scale retail store demands huge set of resources, as well as an integrated distribution and supply chain network (Portfolio Management 101, 2015).

3. Intense Rivalry among Existing Players- There is high-intensity rivalry among existing market players in the USA since the competitors are coming up with discount retail.

4. Bargaining Power of Suppliers- The bargaining power of suppliers in the USA is high due to company's problems related to reduced profitability and growth.

5. Bargaining Power of Buyers – The bargaining power of customers in the USA is high due to multiple competitors present in the market from which customers can choose their favorite retail store (Portfolio Management 101, 2015).

The below diagram is the Porter's Diamond Model-

Source: http://www.12manage.com/images/picture_porter_diamond.gif.
The segmentation strategy for Kmart can be based on behavioral segmentation, wherein the target market is divided on the basis of their product purchasing behavior. The buying behavior of kids and small children is mostly influenced by occasions and festivals. Furthermore, the home-makers and adults are regular retail store visitors, and their behavior can be either classified as loyal or non-loyal. The elderly can visit the retail store according to the benefits sought and usage rate of the products available at the retail store (marketing91, 2015). The market segmentation has been on the basis of the age factor, segregation adolescents, middle-aged people and the elderly.
It is analyzed that SBU of Kmart is average due to average business strength and average uniqueness of the industry. The diagram for SBU Analysis is explained below-
	            Business                   

                     Strength

Industry

Individuality
	  Robust
	Average
	Weak

	High
	 SBU is Successful 
	
	

	Average
	
	 SBU is Average
	

	Low
	
	
	  SBU is Poor


 SOURCE: http://www.driveyoursuccess.com/2012/07/what-is-the-ge-strategic-business-unit-sbu-matrix.html
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.
It is analyzed through the SBU analysis of Kmart that its business strength is successful whereas the industry individuality is average in nature.

	            Business                   

                     Strength

Industry

Individuality
	  Robust
	Average
	Weak

	High
	 
	SBU is successful
	

	Average
	SBU is Average

 
	 
	SBU is  Average

	Low
	
	
	  


The corporate strategy that can be adopted by the company is that the company should attain different brands that are weak and utilize their specialty to their strength (Mullins et al., 2013). They can adopt a strategy by offering different products to the customer in a different manner such that the uniqueness of the retail store can be established. The marketing strategies should be customer focused by evaluating their buying behavior. 
Due to the existing market conditions, the companies can adopt the strategic pricing strategy, which will be beneficial for the company. This pricing strategy is based on the competition degree and existing average wage in the country. However, the pricing technique shows variations according to different target countries (Doole, & Lowe, 2005).

Three major product categories in which Sears deal are appliance, apparel, and home improvement. Apparel is its soft line products, while appliance and home improvement products are its hard line products (Sears Holdings Corp, 2015). In respect of its product portfolio, the company assumes a crucial competitive position in the market. The company’s product lifecycle is in the growth stage, however, due to certain reasons like the advent of online shopping holidays and emergence of more innovative retailers such as American Girl, the company has been facing a decline in recent years (Sears Holdings Corp, 2015).
On the basis of product lifecycle and SBU analysis of Sears and Kmart, the product portfolio analysis reflects that the company has a strong and average business position at an individual level but its industry position is average. Hence, in order to increase the profitability, Sears has to work upon its competitive position whereas Kmart has to enhance its business strategies.
The investment strategy that can be followed by the company on the basis of the SBU analysis is the cost reduction strategy such that it can gain the maximum customer base and attract greater revenues, which, in turn, enhance the market position of the company (Sehgal, 2012). The better market position can result in a greater market investment. The company should adopt a business strategy of growing its business by investing in the latest technologies such that it can improve product offering effectively. The technological investment should also contribute to reducing the costs and increasing revenues for the company. 
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