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MARKET DRI VEN STRATEGY  

PROCESSES FOR CREATING VALUE  

By Alexandra Day      

Chapter 1: Managing in Turbulent Markets  

There is no resting place for an enterprise in a competitive society. 
Alfred Sloan, Jr. 

Unless we change our direction we are likely to end up where we are headed. 
Ancient Chinese Wisdom 

Benet ton and Sears, Roebuck both com pete for a piece of the retail apparel m arket . Otherwise 
there are few sim ilar it ies. The differences between these two firm s are m ore interest ing for they 
illust rate the r ichness and com plexity of com pet it ive st rategies, as well as the adverse 
consequences for perform ance when a st rategy drifts out of touch with the m arket . Their stor ies 
are also apt metaphors for some of the forces that will be sweeping the markets of the 1990s.  

Sears is a classic exam ple of what happens when a firm becom es com placent in its m arket . Unt il 
1986 Sears was the dom inant retailer in the United States, before being challenged by K-Mart and 
Wal-Mart . By 1989 it was st ruggling to reverse a decade- long decline in its share of general 
m erchandise sales from 18 percent to 13 percent , overcom e bloated selling and adm inist rat ive 
costs of 30 percent of sales, and raise pretax m argins from 3.7 percent to a level closer to the 7 
percent of their competitors.  

The problem s with apparel were sym ptom at ic of Sears's difficult ies. The t radit ional key success 
factors in this departm ent were quality of presentat ion and assortm ent . Both were m ajor problem s 
to m anage because of the num ber of stores and diversity of product lines in each store. Many 
suppliers of branded apparel didn't like Sears's sloppy presentat ion or considered a m ass m arket 
out let inappropriate. Changes to overcom e these problem s proved difficult to m ake. One proposal 
was to create "neighborhood stores" that would sell only apparel and hom e furnishings. However, 
the execut ives represent ing "hard goods" such as appliances, elect ronics, and autom ot ive products 
argued they shouldn't be left out of the stores, and killed the proposal.  

Despite Sears's problem s, its standing with consum ers rem ained st rong. Consistent ly it was picked 
as a com pany associated with high quality, and 75 percent of Am ericans visited a Sears store at 
least once a year. Unfortunately, this reservoir of goodwill was being dissipated by a ponderous 
and noncom pet it ive culture, ant iquated system s, and excessive in- fight ing. Custom ers were being 
siphoned off by t rendier specialty retailers, such as The Gap or The Lim ited, or superdiscounters 
such as Circuit City or Toys R Us who dominated specific merchandise types.  


