VYSOKE UCENI TECHNICKE V BRNE

BRNO UNIVERSITY OF TECHNOLOGY

£

FAKULTA PODNIKATELSKA
USTAV EKONOMIKY

FACULTY OF BUSINESS AND MANAGEMENT
INSTITUTE OF ECONOMICS

PROPOSAL FOR THE MARKETING STRATEGY
IMPROVEMENTS OF A COMPANY

NAVRH NA ZLEPSENi MARKETINGOVE STRATEGIE FIRMY

DIPLOMOVA PRACE
MASTER'’S THESIS

AUTOR PRACE Bc. VERONIKA HUSAKOVA
AUTHOR

VEDOUCI PRACE Ing. VIiT CHLEBOVSKY, Ph.D.
SUPERVISOR

BRNO 2012



Brno University of Technology Academic year: 2011/2012
Faculty of Business and Management Institute of Economics

MASTER’S THESIS ASSIGNMENT

Husakova Veronika, Bc.

European Business and Finance (6208T150)

Pursuant to Act. No. 111/1998 Coll., on Higher Education Institutions, and in accordance with
the Rules for Studies and Examinations of the Brno University of Technology an Dean’s
Directive on Realization of Bachelor and Master Degree Programs, the director of the Institute
of is submitting you a master's thesis of the following title:

Proposal for the Marketing Strategy Improvements of a Company
In the Czech language:

Navrh na zlepSeni marketingové strategie firmy

Instruction:

Introduction

Executive summary

Theoretical basis of the work

Problem analysis and current situation

Proposals and contribution of suggested solutions
Conclusions

References

Apendices

Podle § 60 zakona &. 121/2000 Sb. (autorsky zakon) v platném znéni, je tato prace "Skolnim
dilem". Vyuziti této prace se ridi pravnim rezimem autorského zakona. Citace povoluje Fakulta

podnikatelska Vysokého uceni technického v Brné.



List of literature:

ARMSTRONG, Gary and Philip KOTLER. Marketing: an introduction. 8th ed. Upper
Saddle River: Pearson Prentice Hall, 2006. ISBN 0-13-186591-9.

CRAVENS, David W. Strategic marketing. 5th ed. Boston: McGraw Hill, 1997. ISBN 0-
256-21438-7.

KOTLER, Philip and Gary Armstrong. Principles of marketing. 10th ed. Upper Saddle
River: Pearson Prentice Hall, 2004. ISBN 0-13-101861-2.

KOTLER, Philip and Kevin Lane KELLER. Marketing management. 12th ed. Upper Saddle
River: Pearson Prentice Hall, 2006. ISBN 0-13-145757-8.

The supervisor of master's thesis: Ing. Vit Chlebovsky, Ph.D.

Deadline for submission master's thesis is given by the Schedule of the Academic year
2011/2012.

L.S.

doc. Ing. Tomas Meluzin, Ph.D. doc. RNDr. Anna Putnova, Ph.D., MBA
Director of the Institute Dean of the Faculty

Brno, 26.08.2012



ABSTRAKT

Diplomova prace se zabyva marketingovou strategii spolecnosti prodavajici knihy.
Teoreticka ¢ast poskytuje teoretické vychodiska tykajici se marketingové strategie. Na
zaklad¢ analytické Casti analyzujici aktudlni marketingovou strategii spolecnosti jsou

vypracovany navrhy na jeji zlepseni.

ABSTRACT

Diploma thesis deals with the marketing strategy of a book selling company.
Theoretical part provides theoretical background on marketing strategy. Based on
analytical part analysing current marketing strategy of the company are developed

proposals for its improvement.
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INTRODUCTION

Today world of business environment is constantly changing. Each company wants to
succeed in its business. To be successful, you need to have some strategy. Except of
overall strategy of the business, marketing strategy is important as well in order to

succeed in gaining and retaining new and loyal customers.

Customers are the key to success regardless of type of B2C business model. Company
can be brick-and-mortar, dot-com or click-and-mortar. Each of these businesses offers
its products and services to customers. Each company offers certain goods for some
price in its retail shops or on its webpage. Product, price, place and promotion are the
basic parts of marketing that each company should be interested in. The way how it will
divide potential customers, which groups will choose to focus on and how it will
position the products is what forms marketing strategy. And strategy is the way how

company wants to achieve its main goals.

The purpose of our work is to analyse current situation of a marketing strategy and to
develop proposals for its improvement. We decided to analyse marketing activities of
Martinus.sk. It is an online bookshop and has also traditional bookshops in Slovakia.
Offering books means operating on the book market what does not have to be an easy
business doing. People do not buy books through the whole year. It means there are
good months with high sales and bad months with low sales. Company has to deal with
it and we were interested how they do so and what can do better.
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EXECUTIVE SUMMARY

This work deals with marketing strategy, plan and mix of online bookshop. Main goal
of the thesis is to analyse current situation of a marketing strategy and develop
proposals for its improvement. In order to meet this goal, the author has set two sub-
goals to support fulfilling the main goal. These supplementary goals are an analysis of

external environment and analysis of Martinus.sk.

Whole work can be divided into three main parts. The thesis starts with theoretical
background dealing with analysis of environment and impact of the Internet on markets
and businesses. It defines competitive strategies and describes achieving marketing
objectives through preparing marketing plans and setting marketing strategies.
Theoretical parts reviews possible ways of segmentation of consumers and choosing
some as target markets corresponding with target marketing strategies. It concludes by

positioning strategy and decisions of retailers about marketing mix elements.

Second part of the work is practical. We make analysis of environment, market of
retailers and internet retailers. Looking on book market and its characteristics we move
on review of main competitors. After identification of opportunities and threats of
external environment for the company we focus on analysis of Martinus.sk and its
marketing plan, attitude and mix. All these analyses of internal environment enable us
to reveal strengths and weaknesses of the online bookshop. We sum it up in SWOT

analysis.

Last part of the thesis provides our proposals for improvement for the company. Using
the results of analysis we develop recommendation to open a bookshop in a shopping
centre, to create a marketing department and employ skilled marketing manager, to
write down the basic rules of marketing attitude of the bookshop and to extend the offer
of readers of electronic books. We believe our ideas will be profitable for company and
make it better, not bigger.

11



1. Theoretical basis of the work

This part of the diploma thesis provides theoretical background of topics about
businesses and their marketing plans and strategies.

1.1 Analysis of environment

For performance of business it is critical to assess the environment and decide the future
product and market direction of the organization. As company has to anticipate and
proactively deal with future threats and opportunities, an analysis of external
environment is needed (Cravens, 1997).

Organization’s environment can be defined as the external surroundings in which
organization operates. It can include governments and competitors, suppliers and buyers
of the company. Wider environment can have a significant impact on companies and
industries what is a reason why it is important to understand and recognize forces of the
external environment (Williamson et al., 2004). Generally, companies keep a close eye
on key macro-environment forces and micro-environment actors that affect their ability
to earn profits. Forces of macro-environment are demographic-economic, technological,
political-legal and socio-cultural. By actors of microenvironment are meant customers,
competitors, distributors and suppliers. A major purpose of scanning of environment is
to perceive new marketing opportunities. The term marketing opportunity refers to
“an area of buyer need or potential interest in which a company can perform profitably”

(Kotler, 2003, p. 102). To identify key environmental pressures we use PEST analysis.

1.1.1 PEST analysis
PEST analysis is a commonly used and comprehensive framework that identifies

political, economic, sociological and technological environmental forces.

Political

Political environment consists of laws, pressure groups and government agencies that
influence or limit individuals and companies in a given society. Governments develop
set of laws and regulations which limit business for the good of society as a whole. The

purpose of government regulation is to protect companies from each other, consumers
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from unfair business practises and the interest of society against unrestrained business
behaviour. Except many other, marketing activity is subject to a range of regulations
and laws as well. Regulations are constantly changing and organizations have to keep
up with changes (Kotler and Armstrong, 2004).

Governments respond to activities in the wider business environments what influences
organizations. They can create conditions which discourage or encourage the growth of
strong businesses in their countries. Governments react on events like terrorist attacks,
government stability, economic stability, membership of trading blocks, legislation and
others (Williamson et al., 2004).

Economic

The economic environment is made up of factors that affect purchasing power and
spending patterns of consumers. Marketers are interested in income distribution and
average income as well (Kotler and Armstrong, 2004). Economic factors influencing
organizations can be put into two main categories. First group has impact on costs of
companies. It includes interest rates, exchange rates, inflation rates, costs of inputs and
others. Second category affecting organization’s ability to sell contains the inflation,
interest rate, exchange rates, the amount of disposable income in the economy and the

growth rate of the economy (Williamson et al., 2004).

Sociological

In the demographic environment, marketers consider growth of population, changing
mixes of age, educational levels and many other features. In socio-cultural field, they
need to understand people’s views of themselves, society, organizations and others
(Kotler, 2003).

The cultural environment is created by institutions and other forces which affect a
society’s basic values, perceptions, behaviours and preferences. Society where people
grow up shapes their basic beliefs and values. Marketing decision making can be
affected by cultural characteristics like persistence of cultural values and shifts in
secondary cultural values (Kotler and Armstrong, 2004).

Societal factors are really important for companies. These factors affecting the demand

for goods and services can be attitude to eating, importance of status and fashion in
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clothes, attitudes to the use of drugs and alcohol, beliefs about public and private
control of utilities, education, health services and concern for the ecological

environment (Williamson et al., 2004).

Technological

In these days, technological environment changes very quickly. New technology
replaces older technology so that new markets and opportunities are created. Companies
should watch the technological environment closely and keep up with technological
changes. Otherwise, they will soon find their products outdated. The challenge is to
make new versions of products practical and affordable. In case companies ignore new
technologies, they will miss new product and market opportunities and their businesses
will decline (Kotler and Armstrong, 2004). Example of technological advancement is
development of computers and information technology that leads to changes in product
design (Williamson et al., 2004). It can be said the most dramatic new technology is the

Internet.

1.1.2 Markets and the Internet

Technology that is nowadays part of everyday life used by individuals, companies and
institutions is the Internet. It has created a digital age and gives companies a lot of
capabilities. Thanks to this global public web of computer networks, companies can
promote their products worldwide, collect much more information about customers,
competitors and markets faster and have many other possibilities (Kotler and Keller,
2006).

Market is defined as “the set of all actual and potential buyers of a product or service”
(Armstrong and Kaotler, 2006, p. 8). Business enterprise whose sales volume comes
primarily from retailing is retailer. Kotler and Keller (2006, p. 504) explain that
retailing consists of “all the activities involved in selling goods or services directly to

final consumers for personal, nonbusiness use”.
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Types of retailers where consumers can shop for goods and services are retail
organizations, store retailers and nonstore retailers (Kotler, 2003). We can say markets

and the Internet are interconnected.

E-commerce

The Internet brought a creation of issues like e-business and e-commerce. Armstrong
and Kotler (2006, p.438) define e-business as “the use of electronic platforms —
intranets, extranets, and the Internet — to conduct a company’s business”. They add that
“e-business includes all electronicsbased information exchanges within or between
companies and customers”. Kotler (2003, p. 40) explains that “e-commerce iS more
specific than e-business; it means that in addition to providing information to visitors
about the company, its history, policies, products, and job opportunities, the company or
site offers to transact or facilitate the selling of products and services online”. “Sellers
use e-markets to offer their products and services online. E-markets are “marketspaces”,

rather than physical marketplaces” (Kotler and Armstrong, 2004, p. 74).

Online retail business

The most well-known and familiar type of e-commerce where online businesses seek to
reach individual consumers is business-to-consumer (B2C) e-commerce. One of the
business models utilized in the B2C arena is e-tailer. Online retail stores, often called
e-tailers, are similar to the typical brick-and-mortar shops. Difference is that customers
have to connect to the Internet to check the offer and place an order. Four main types of
online retail business are manufacturer direct, virtual merchant, “clicks and bricks” and
catalog merchants. Each of these online retailers faces different industry and strategic
environment. Clicks-and-bricks, also called multichannel merchants or brick-and-
mortar, are companies that have a network of physical stores as their primary retail

channel, but they have introduced also online offerings (Laudon and Traver, 2004).
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1.1.3 SWOT analysis

For setting a role or mission of business activities it is very useful to undertake a SWOT
analysis. It is an analysis of strengths, weaknesses, opportunities and threats. Strengths
and weaknesses come from internal environment of a company while opportunities and
threats are posed by external environment.

Business needs to evaluate its strengths and weaknesses. In the field of marketing it is
appropriate to analyse brand, image, market share, perception of products quality,
innovation frequency, range of offered services, distribution costs, level of customer
relationship management, price competitiveness, communication effectiveness and so
on. Among other parts of business can be analysed financial stability, rentability,
productivity, workforce mobility and other factors.

Opportunities and threats arise from external environment that is usually divided on
analysis of micro and macro environment. Macroenvironment can be analysed using
PEST framework and microenvironment is influenced by relationships with customers,
publics, suppliers and by activities of competition (Machkova, 2006). As SWOT
analysis enables to find competitive advantages it is a very helpful tool to set a strategy

based on competitive advantage.

1.2 Competitive strategy

How a business is going to compete, what its goals should be and what policies will be
needed to carry out these goals are the key issues of formula of developing competitive
strategy. It is combination of policies that company uses to meet the goals. The limits of
what a company can successfully accomplish are determined by four key factors. Two
factors internal to the company are its strengths and weaknesses, and personal values
motivating key implementers of the chosen strategy. These are company’s internal
limits to adoption of competitive strategy. Next two factors are external to the company
and represent external limits. These are opportunities and threats of the industry and
societal expectations of broader environment (Porter, 2004).

In order to formulate competitive strategy or improve it, it is important to know the
environment, internal and external. There is a competition in each industry and its state

depends on certain forces.
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The five basic competitive forces are rivalry among existing firms, threat of new
entrants, bargaining power of buyers, bargaining power of suppliers and threat of
substitute products or services. These five forces determine profitability and the

intensity of industry competition (Porter, 2004).

1.2.1 Generic strategies
Creation of defendable position against the five competitive forces means creation of
effective competitive strategy. “In coping with the five competitive forces, there are
three potentially successful generic strategic approaches to outperforming other firms in
an industry:

2. overall cost leadership

3. differentiation

4. focus” (Porter, 2004, p. 35).
Overall cost leadership
It is not easy to achieve a low overall cost position. It is often needed to have a high
relative market share or other advantages, to design products for easy in manufacturing
and to serve all major groups of customers in order to build volume. It may require
heavy capital investment at the beginning. Cost leadership requires aggressive
construction of efficient-scale facilities, tight cost and overhead control and endeavor to
reduce costs in areas like service, sales force, advertising, R&D, and other.
Despite all this, cost leadership strategy protects the company against all five
competitive forces. As lower costs of the company mean that it can earn returns after its
competitors have competed away their profits through rivalry, the cost position gives
the company a defense against rivalry form competitors. Buyers can exert their power
only to drive down prices to the level of the next most efficient competitors so that a
low-cost position defends company against powerful buyers. Low cost provides more
flexibility to cope with increases of input costs what means it provides a defense against
powerful suppliers. The factors which lead to a low-cost position usually also provide
substantial entry barriers in terms of cost advantages or scale economies. Company is
usually in a favourable position vis-a-vis substitutes relative to its competitors thanks to

its low-cost position.
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In addition to all this, the low-cost position provides high margins and yields the
company above-average returns in its industry (Porter, 2004). It is hard to achieve but

profitable strategy.

Differentiation

The second generic strategy that Porter (2004) presented is differentiation. This strategy
is differentiating the product or service offering of the company and creating something
that is perceived to be unique industrywide. There are many forms of approaches to
differentiating such as design or brand image, features, technology, customer service,
dealer network or other. If company achieves differentiation, it creates to company
a defensible position for coping with the five competitive forces. Differentiation
insulates company from competitive rivalry because of customer brand loyalty what
results in lower price sensitivity. As it increases margins there is no need for a low-cost
position. The need for a competitor to overcome uniqueness and customer loyalty
provide entry barriers. Supplier power can be dealt with having higher margins from
differentiation which also moderates buyer power as buyers lack comparable
alternatives. Finally, the company that achieved customer loyalty through differentiating
itself should be better positioned vis-a-vis substitutes than its competitors. Although
differentiation can sometimes prevent from gaining a high market share, it is a feasible

strategy to earn above-average returns.

Focus

This generic strategy focuses on a particular buyer group, product line segment or
geographic market. Difference between the low cost and differentiation strategies which
are aimed at achieving objectives industrywide is that focus strategy is based on serving
a particular target market very well. Premise of this strategy is that the company is able
to serve narrow strategic target more efficiently or effectively than competitors who are
competing more broadly. The company achieves either lower costs in serving target
market or differentiation from better meeting the particular target needs, or both.
Although from the perspective of whole market company does not achieve low cost or
differentiation through focus strategy, it does achieve one or both of these positions in

relation to its narrow target. Company’s focus means that it has high differentiation or
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low cost position with its strategic target, or both. The company that achieves focus can
potentially earn above-average returns (Porter, 2004). As we mentioned before,
positions of differentiation and cost leadership provide defenses against the five

competitive forces.

1.3 Marketing

Every organization exits to achieve something and a statement of the organization’s
purpose is mission statement. According Kotler and Armstrong (2004) mission
statements should be market-oriented mission statements defining the business in terms
of satisfying basic needs of customers.

There are three major characteristics of good mission. It focuses on limited number of
goals, highlights major policies and values the company wants to honor and defines the
major competitive scopes within which the company will operate (Kotler, 2003).

An organization that understands buyers’ needs and wants and effectively combines
skills and resources of the whole organization to provide high levels of satisfaction to its
customers is a market-oriented organization. It views the information about customers,
competitors and markets from a total business perspective, decides how to deliver
superior customer value and takes actions to provide value to customers. This market
orientation is a culture committed to customer value. The focal point of a company’s
operations is customer (Cravens, 1997). We consider market-oriented companies as
companies committed to marketing as marketing is today understood in the sense of

satisfying customer needs.

1.3.1 Concepts of marketing activities

More business functions deal with customers and one of them that is quite important is
marketing. There are five competing concepts under which organizations can conduct
their marketing activities. Companies can choose to conduct their business under “the
production concept, the product concept, the selling concept, the marketing concept, and

the holistic marketing concept. The first three are of limited use today” (Kotler and
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Keller, 2006, p. 31). As they are not used so much currently, we focus on the leaving
concepts that are used nowadays. “The marketing concept holds that the key to
achieving organizational goals consists of the company being more effective than
competitors in creating, delivering, and communicating superior customer value to its
chosen target markets” (Kotler and Keller, 2006, p. 16).

Kotler and Keller (2006, p. 17) define the holistic marketing concept as a concept that is
“base on the development, design, and implementation of marketing programs,
processes, and activities that recognizes their breadth and interdependencies. Holistic
marketing recognizes that “everything matters” with marketing — and that a broad,
integrated perspective is often necessary.” This concept involves four components that
are integrated marketing, internal marketing, relationship marketing and social

responsibility marketing.

What a business wants to achieve represents its goals and strategy is a game plan for
getting there. In order to achieve goals, company must design a strategy consisting of a
marketing strategy, compatible technology strategy and sourcing strategy (Kotler and
Keller, 2006). As marketing deals with customers and their satisfaction we will focus on
marketing plan and strategy.

1.3.2 Marketing plan

Part of strategic planning of the company is marketing planning that will help the
company to meet its overall strategic objectives. Armstrong and Kotler (2006)
introduced a typical product or brand marketing plan which we use to provide the
theoretical background of marketing plans. There are 8 major sections in this marketing
plan: executive summary, current marketing situation, threats and opportunities
analysis, objectives and issues, marketing strategy, action programs, budgets and

control.

First element is executive summary. It quickly overviews main goals, recommendations

and assessments of the plan for management review.
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The main section of the marketing plan is analysis of current marketing situation and
potential threats and opportunities. First one contains information about the market,
product performance, competition and distribution. Market description defines major
segments, reviews customer needs and factors that can influence customer purchasing.
Product review shows prices, sales and gross margins of the major products in the
product line. Competition review identifies major competitors and assesses their
position on the market and strategies for product quality, pricing, promotion and
distribution. There is also evaluation of recent sales and other developments in major
distribution channels. Second part of the main section assesses major opportunities and
threats in order to help management to anticipate important positive and negative

developments that can influence firm and its strategies.

Section that follows states marketing objectives of company which it would like to
attain during the plan’s period. It discusses key issues that can affect meeting the

objectives.

Next section is about marketing strategy. There is explained how each strategy for
marketing-mix element responds to critical issues, threats and opportunities spelled out
earlier in the plan. Marketing strategy will be in more detail discussed in the next

chapter.

Next section of marketing plan focuses on action programs for implementing marketing

strategy. It states what will be done, its time, responsibility and costs.

This continues by details of supporting marketing budget which is in form of projected
profit-and-loss statement showing expected revenues and costs. After higher
management approval of the budget it becomes the basis for materials buying,

production scheduling, marketing operations and personnel planning.
Marketing plan is concluded by outline of control that will be used to monitor progress,

take corrective action and allow higher management to review results of

implementation.
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1.4 Marketing strategy

One part of marketing plan is marketing strategy. It can be defined as “the marketing
logic by which the business unit hopes to achieve its marketing objectives” (Armstrong
and Kotler, 2006, p. 49). To design a winning strategy company decides which
customers and how it will serve. It does so by market segmentation, targeting and
positioning. We can also call it STP process. Then company designs marketing mix. In
order to find the best marketing strategy and mix, the company engages in marketing

planning, implementation, control and analysis (Armstrong and Kotler, 2006).

1.4.1 Segmentation

Market segmentation is dividing the market into the segments of customers. Market
consists of buyers who differ in more ways such as their wants, resources, location,
buying practices and attitudes. This heterogeneous market is through market
segmentation divided into smaller segments that can be reached more efficiently and
effectively with products and services that match their needs. As there is no single
universal way to segment the market, marketers have to decide which different
segmentation variables they will use to find the best way to view the market structure
(Armstrong and Kotler, 2006).

One way is to make no segments what is the case of mass marketing where company
engages in the mass production, mass promotion and mass distribution of one product
for all buyers. “The argument for mass marketing is that it creates the largest potential
market, which leads to the lowest costs, which in turn can lead to lower prices or higher
margins” (Kotler and Keller, 2006, p.240). However, this is not a choice of all
companies. Many marketers do the market segmentation. Major variables for
segmentation of consumer markets are geographic, demographic, psychographic and
behavioral.

Using geographical segmentation company divides the market into different
geographical units such as cities, counties, states, regions or nations. Paying attention to
geographical differences in needs and wants company decides to operate in one, few or

all geographical areas.
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The most popular bases for segmenting consumer groups are demographic factors.
Variables like age, gender, family size, family life cycle, income, education, occupation,
religion, nationality and generation are used for demographic segmentation. Advantage
is that it is easier to measure them than most other types of variables. Moreover, needs
and wants of consumers often vary closely with demographic variables. Using different
marketing approaches for different age and life-cycle groups means that company
makes age and life-cycle segmentation.

Psychographic segmentation is a division of buyers into groups based on personality
characteristics, lifestyle or social class.

Based on customer knowledge, attitudes, uses or responses to a product, company
elaborates behavioral segmentation of buyers. Variables of this form of segmentations
are:

» Occasions: Buyers can be divided into groups according to occasions when they
develop a need, get the idea to buy, purchase a product, or use it.

» Benefits Sought: This segmentation is finding the major benefits people seek
from the product. Based on the different benefits, buyers are segmented.

« User status: Company segments markets into regular users, first-time users, ex-
users and nonusers of a product.

» Usage rate: Light, medium and heavy product users are the next possible
segments of consumer markets. High percentage of total consumption is made
by heavy users even though they represent a small percentage of the market.

» Loyalty status: Consumer loyalty is another variable for segmentation. Market
can be divided into groups according to degree of customer loyalty. Analyzing
loyalty patterns in the market company can learn a lot like which brands are
most competitive with its own. To find out what are the marketing weaknesses
of the company it can look at customers who are shifting away from its brands.
Consumers can be loyal to companies, stores and brands (Armstrong and Kaotler,
2006).

Another way how to divide buyers into segments is by identifying preference segments

(see Figure 1). There are three possible patterns: homogeneous, diffused and clustered

preferences. Homogeneous preferences can be identified on the market where all the
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consumers have approximately the same preferences. There are no natural segments
shown in this market. Another extreme is when consumer preferences have wide
diversity. This is a case of diffused preferences. Last segmentation can be characterized
by particular preference clusters, called natural market segments (Kotler and Keller,
2006).

Homogeneous Diffused Clustered
Preferences Preferences Preferences
A . P e
....'.‘.'l’.f".:l'. L] iy, 1.':';'.-..1
- 1 '™ b= - a - ) -.: -
&, v P . " w,
. g - - L] '.-:"-'IE
* - L Loy

Figure 1 Basic market-preference patterns (Source: Kotler and Keller, 2006, p. 242)

Segmentation analysis is rarely limited to one or few variables. Marketers rather use
multiple segmentation bases in order to identify smaller and better-defined target
groups. Effective segmentation has to be measurable, accessible, differentiable and

actionable (Armstrong and Kotler, 2006).

1.4.2 Targeting

Once the company identified market segments, it has to evaluate them and make a
decision how many and which segments it can serve best. Evaluation takes into account
three factors: company objective and resources, segment size and growth, and segment
structural attractiveness. Firstly, the company collects and analyses data on current sales
of segment, growth sales and anticipated profitability for various segments. Then it
considers factors that affect segment attractiveness. A segment is less attractive when it
contains powerful suppliers and strong and aggressive competitors. Prices and the
profits can be limited by existence of high power of buyers and many actual or potential
substitute products. Finally, the company has to consider its own objective and
resources, and decide to enter only segments where it can offer superior value and gain
competitive advantages over competitors. After evaluating segments, company decides

how many and which segments to target. A target market can be defined as a “set of
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buyers who share common needs or characteristics that the company decides to serve”
(Armstrong and Kotler, 2006, p. 178).

There exist several different levels of target marketing which you can see in Figure 2.
Mass marketing or undifferentiated marketing strategy is used by company when it
decides to ignore differences of market segments and target the whole market with one
offer. This mass-marketing strategy focuses instead of on what is different rather on
what is common in the needs of consumers. Product and marketing program is designed
to appeal to the largest number of buyers.

Differentiated or segmented marketing strategy is a market-coverage strategy used to
target several segments of market and design separate offers for each. Companies hope
for higher sales and a stronger position within each market segment by offering product
and marketing variations to segments. Higher total sales are more created by developing
a stronger position within several segments than by undifferentiated marketing across
all segments. As developing separate marketing plans for the separate segments
increases costs, the differentiated marketing drives up the costs of doing business.
Concentrated marketing or niche marketing is especially good when company has
limited resources. Company rather goes after a large share of one or a few smaller
segments or niches than going after a small share or a large market. Company achieves
through concentrated marketing a strong market position because of its greater
knowledge of consumer needs in the niches it serves. Focusing limited resources of
company on serving niches that may be unimportant to larger competitors can provide
smaller companies an opportunity to compete. Although concentrated marketing
involves higher-than-normal risks, it can be highly profitable (Armstrong and Kotler,
2006).

Undifferentiated Differentiated Concentrated

Micromarketing

(mass) marketing - (segmented) (niche) (local or
marketing marketing individual
marketing)
Targeting Targeting
broadly narrowly

Figure 2 Target marketing strategies (Source: Armstrong and Kotler, 2006, p. 178)
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We can conclude that companies have to consider many factors in deciding which target

marketing strategy to choose but each of them can bring them success.

1.4.3 Positioning
Next step of marketing strategy is positioning. “Positioning is the act of designing the
company’s offering and image to occupy a distinctive place in the mind of the target
market. The goal is to place the brand in the minds of consumers to maximize the
potential benefit to the firm” (Kotler and Keller, 2006, p. 310).
Armstrong and Kotler (2006) provide simple and understandable description of steps of
positioning task. These three steps are:

 identification of a set of possible competitive advantages upon which to build a

position,

« choosing the right competitive advantages and

+ selection of an overall positioning strategy.
After this, company just effectively communicates and delivers the chosen position to

the market.

In order to identify possible competitive advantage, company must understand customer
needs better than competitors do and deliver more value. Positioning starts with
differentiating the market offering of company so that it will give consumers superior
value. Marketers have to think through the entire experience of customers with the
company’s product or service, to be able to find points of differentiation. Company can
differentiate along the lines of image, product, services, channels or people (Armstrong
and Kotler, 2006).

Suppose the company identified several competitive advantages. Now it has to decide
how many and which differences to promote. Decision about the number of differences
to promote is not easy as some marketers think it should be one, others think company
should position itself on more than one differentiator. To find out whether is any
difference worth establishing it should satisfy the following criteria:

« “Important: The difference delivers a highly valued benefit to target buyers.
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+ Distinctive: Competitors do not offer the difference, or the company can offer it
in a more distinctive way.

« Superior: The difference is superior to other was that customers might obtain the
same benefit.

» Communicable: The difference is communicable and visible to buyers.

» Preemptive: Competitors cannot easily copy the difference.

» Affordable: Buyers can afford to pay for the difference.

» Profitable: The company can introduce the difference profitably” (Armstrong
and Kaotler, 2006, p. 188).

Competitive advantages choosing upon which to position a product or service can be

difficult, but this choice can be crucial to success.

Third step of positioning strategy creation is selection of overall positioning strategy.
“The full positioning of a brand is called the brand’s value proposition — the full mix of
benefits upon which the brand is positioned” (Armstrong and Kotler, 2006, p. 188).

Figure 3 shows possible value propositions upon which a company may position its

products.
Price
More The same Less
More for More for More for
" More more the same less
% The same
é The same o s
Less for
Less much less

Figure 3 Possible value propositions (Source: Armstrong and Kotler, 2006, p. 189)

The red cells represent losing value propositions and green cells represent winning

value propositions — the positioning that gives the company competitive advantage.
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More for more means “providing the most upscale product or service and charging
a higher price to cover the higher costs” (Armstrong and Kotler, 2006, p. 189).

More for the same means company introduced a brand offering that has comparable
quality but at a lower price. By this value position company can attack more-for-more
positioning of competitor.

The same for less can be a very powerful value position when company offers it, as
everybody likes a good deal. Instead of claiming to offer different or better products,
companies offer the same brands at discounts based on lower-cost operations and
superior purchasing power.

Less for much less positioning represents meeting of consumer’s acceptance of lower
performance or quality in exchange for a lower price.

More for less is the value proposition that many companies claim to do. In the short run
some companies can achieve it but in the long run it is very difficult to sustain as
offering more usually costs more.

Each company has to develop a winning positioning strategy which makes company

special to its consumers (Armstrong and Kotler, 2006).

1.4.4 Marketing mix

The company guided by marketing strategy designs a set of controlled factors — product,
price, place and promotion — marketing mix. Among many other businesses, retailers
are also conducting a search for new and hopefully successful marketing strategies
(Armstrong and Kotler, 2006). That is the reason why we focus on retailers marketing

mix NOw.

Product

For Kotler and Keller (2006, p. 372) product refers to “anything that can be offered to a
market to satisfy a want or need. Products that are marketed include physical goods,
services, experiences, events, persons, places, properties, organizations, information,
and ideas”.

Retailers have to make decisions about three major product variables: product

assortment, services mix and atmosphere of store. While matching target shoppers’
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expectations, retailer’s product assortment should differentiate the company. A strategy
can be to offer goods that no other competitor carries. Next possibility is to feature
blockbuster merchandising events or to offer surprise merchandise. In setting one
retailer apart from another, a services mix is helpful. Another element in the retailer’s
product arsenal is store’s atmosphere. As authors state each store has a “feel” and it is
the role of retailer to design an atmosphere that suits the target market and moves
customers to buy.

Moreover, product differentiation can be based on features, performance, style, design,

consistency, durability, reliability or repairability (Armstrong and Kotler, 2006).

Price

A generally accepted definition of price is that it is “the amount of money charged for a
product or service, or the sum of the values that consumers exchange for the benefits of
having or using the product or service” (Kotler and Armstrong, 2004, p. 345). Price
policy of retailer must fit retailer’s target market and positioning, product and service
assortment, and competition. Retailers usually want to make low mark-ups on higher
volume or high mark-ups on lower volume (Armstrong and Kotler, 2006). Decisions
about price have to be coordinated with more elements like product design, promotion
and distribution to create a consistent and effective marketing program. Most companies
make price adjustments, called discounts and allowances, to reward or attract customers
(Kotler and Armstrong, 2004).

Place

Place involves activities of company that make the product available to target
consumers. For retailers it is very important to select good locations that are accessible
to the target market to be consistent with the retailer’s positioning. “Retailers often
point to three critical factors in retailing success: location, location, and location!”
(Armstrong and Kotler, 2006, p. 345). One of the locations can be a shopping centre
defined as “a group of retail businesses planned, developed, owned, and managed as a
unit” (Kotler and Armstrong, 2004, p. 447). Next possibility is to use the web where we
move to online retailing what is a form of nonstore retailing (Armstrong and Kotler,
2006).
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Promotion

Promotion represents company activities that communicate advantages and features of
products to target customers to persuade them to buy it. Promotional tools that retailers
can use are advertising, personal selling, public relations, sales promotion and direct
marketing. Retailers can advertise in newspapers, magazines, television, radio and on
the Internet (Kotler and Armstrong, 2004).

Advertising is a “paid form of nonpersonal presentation and promotion of ideas, goods,
or services by an identified sponsor”. Objectives of advertising have flow from previous
decisions on target market, market positioning, and marketing mix. Sales promotion
offers an incentive to buy while advertising offers a reason to buy. Sales promotion
consists of tools for consumer promotion, trade promotion and business and sales-force
promotion (Kotler, 2003, p.590).

For personal selling is required careful training of salespeople in how to greet
customers, meet their needs and handle their complaints. Retailers can profit from
public relations activities like speeches, press conferences, store openings, special
events and public service activities. Large number or retailers discovered advantages of
the Internet and have set up web sites where they offer customers information and other
features of products (Kotler and Armstrong, 2004). Each of these marketing mix

elements supports marketing strategy and plans of the company.
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2. Analysis of the current situation

Second part of the diploma thesis is analytical part devoted to online bookshop
Martinus.sk. In the following text we will focus on overview of the company and
analysis of its marketing, especially the strategy. Our goal is to analyse current state of
marketing strategy of the bookshop and based on the analysis of external environment
and company itself, as sub-goals, we intend to propose improvements. We plan to
develop proposals for improvement of their marketing strategy in accordance with their

possibilities.

2.1 Introduction of Martinus.sk

Martinus is online bookshop and one of the Slovak most important online shops in total.
Main goal of the company is to be the best, not the biggest. This goal is superior to any
other aims and goals that company has. They try to make their supplementary goals in

such a way to support their main goal which is the most important for the (Strba, 2012).

The bookshop is a type of click-and-mortar company, it includes online and offline
operations. Marketing activities of Martinus are conducted in a way that resembles
mostly the marketing concept. Company is not selling solely books. It has diversified
portfolio of products and we will have a closer look at in a chapter dealing with
marketing mix.

First of all, we provide you with basic overview of this private limited liability company

Martinus.sk and later on we will analyse the company and its way of doing marketing.

2.1.1 Company profile — basic data

Business name: Martinus.sk, s. r. 0.
Registered seat: M. R. Stefanika 58
Martin 036 01
Date of establishment: 1*' March 2006
Legal form: private limited liability company
Identification number: 36 440 531
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Founders: Jozef Santus, Michal Mesko, Miroslav Santus

Partners: Ivana Santusova, Miroslava Santusova

Basic capital: EUR 6 972 (Ministry of Justice of the Slovak Republic,
2012)

Web page: www.martinus.sk

Company logo

@ martinus.sK

(Martinus.sk, 2000-2012a)

2.1.2 History of the company

History of name Martinus started at the end of 20™ century. Martinus, one of the first
private bookshops in Slovakia, was established by brothers Miroslav and Jozef Santus
in Martin in 1990. The founders loved books and were putting their efforts to have
satisfied customers in their bookshop. After some time the word ‘Martinus’ became a
synonym of bookshop for local people. The Santus brothers had an idea to make the
offer of the bookshop available for more people who are not from Martin and
technology has made it possible. In 2000, programmer Michal Mesko joined the Santus
brothers and they started to build online bookshop with an aim to become the best e-
shop on Slovak internet. Web page of the bookshop www.martinus.sk was launched in
2001. This online shop was based on years of experiences of Martinus owners. As the
technology and this way of selling were new, together they were learning how the
online shopping works (Martinus.sk, 2011b). Miroslav Santus told their online business
was profitable even in the first year of operation (Valasek and Maly, 2003). Online
bookshop was expanding and needed still more and more space than the 10 m? room
where it started in 2001 (Martinus.sk, 2011b).

Online sales were increasing and after few years online business overwhelmed brick
and mortar Martinus. This was a time when owners together with their young

programmer M. Mesko made it a separate company (Trend, 2011).
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In March 2006, private limited liability company Martinus.sk was established by trio —
Jozef Santus, Miroslav Santus and Michal Mesko (Ministry of Justice of the Slovak
Republic, 2012).

We will for simplicity, from now on, use just word “Martinus” as its name in our work.

2.1.3 Slogan, Mission and Values of Martinus

The very first information that helps to understand what company is about and what its
aims are, can reveal slogan, mission and values of the company.

Slogan of Martinus really suits to what the subject of their business is. Slogan of the
bookshop is “Tisice pribehov. Jedno knihkupectvo.“ - Thousands of stories. One
bookshop.

Mission of the company is - We bring the best stories and fantastic services for life
being even more beautiful. (Martinus.sk, 2011a) This market-oriented mission says that
people from Martinus focus on satisfaction of customers providing very good services
and make them happy thanks to books. Moreover, it reveals their love and knowledge
about books as they need to know them in order to choose the best ones for customers.
Many things they do in Martinus till today come from fundamentals set by Santus
brothers twenty years ago. They wanted customers to have a good feeling when leaving
the bookshop, explained M. Mesko (Trend, 2011). Today the bookshop continues with
this aim and how they do this can be better explained by the values of Martinus.

Martinus has 3 values that has and wants to have in every single activity it does. The
values, characteristic for it, are “vasen, ¢love¢ina, wow!“ — passion, “humanity” and

wow!.

First value — passion means they love what they do from the very beginning. They put
their heart into everything, from the slightest details to the greatest things. They work
on 110% and try not to waste a day that gives them a chance to be even better. They are
proud of and value what they have built together. They are not afraid to make changes
and mistakes as they know that it is the only way to move further on their way. From
customer to customer, story after story. By this value they say Martinus is a place where

dreams can get wings.
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Second value “Clovecéina” is a bit hard to translate but we can say it means humanity in
slang. This value represents belief of Martinus that each of them is unique but together
they are one big team. They respect each other because they believe each of them is
unique in some way and can inspire great things. They say they are aware that without
honest communication it will not work.

People in Martinus know what it means to be a professional but also say that spice is the
humor of life.

Through this value people from Martinus want to say that when they make a mistake,
they admit it. When they see a problem, they look for a way how to solve it. When they
can help somebody, they do it because they know their success is common. They are
proud of who they are and what they do (Martinus.sk, 2011a).

However it is not only about people working for Martinus, the value is also connected
with customers. Martinus people would like to give people purchasing on their web
page a feeling of shopping in “brick shop”. Want to give them that feeling of personal
contact (Martin Strba and Tomas Hajzler, 2012).

This value can be also seen in the words of Michal Mesko who said that they could have
copied Amazon when started their online shop. However, the shop may be would not
have been used by people so much. According to him, customers must have a feeling
they buy books online but beyond it are people while computers are only medium
(iZurnal, 2008).

Last value is wow!. They took this word from English language as they love the
moments when people say “wow!”. Thanks to these moments they together make a
better place for work and life from Martinus. This value means that everything they do,
they try to do it the best. They do not consider customer for granted and believe smile
can be heard in the phone. They enjoy bringing joy to people around them and to
themselves as well. People from Martinus are glad to make lives of people of greater
value even by the smallest things. (Martinus.sk, 2011a)

They want to make customers pleasantly shocked. Make them say “wow”. Martinus

wants to create from purchase an experience. (Strba, 2012)
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According to us, this is a good way how to leave a positive feeling in customers and be
remembered. This can strengthen brand of Martinus.

Moreover, this value means for people from Martinus continuous improvement, to
overtake themselves. They do not want to improve by coping from competition.
Martinus rather improves things in its own way (Martin Strba and Tomés Hajzler,
2012).

We can say Martinus is in some way different. Not only because of their values but in
this bookshop they do not consider books as ordinary things, as usual goods. They see
stories behind the books and not just the written ones (Blazej, 2011).

To sum it up, values of Martinus are inside the company among employees. All three
values represent what they think and how they feel. We can say Martinus has customer
centric business culture. Values can be seen on the way of handling of Martinus with
customers and its attitude towards them. When you enter their retail shops you can

almost sense the values. It is something you feel throughout the bookshop.

2.2 Analysis of macro-environment, PEST analysis

Macro-environment is an environment in which any organisation operates. It provides
opportunities and poses threats. As it can influence the whole organisation we consider
important to analyse it. PEST framework offers insight to external macro-environment
of company’s country of activity. This framework is a basis for analysis of political,
economic, social-cultural and technological factors of the macro-environment that can

influence the company and its strategies (Johnson et al., 2011).

2.2.1 Political factors

Slovakia, a member of the European Union, is a country with parliamentary democracy.
Head of State is the President Ivan GaSparovi¢ and the head of the government is the
Prime Minister Robert Fico. Political environment is generally good (globalEDGE,
2012).
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Last year 2011 government led by Iveta Radicova of the Slovak Democratic and
Christian Union-Democratic Party (SDKU-DS) was changed by snap parliamentary
election in March 2012 for government led by Robert Fico of the Direction-Social
Democracy (Smer-SD). Leader of the new party presents himself as the welfare state
defender. Shortly after the election, the new Prime Minister emphasized he plans to
continue in his predecessor’s aim to bring the government deficit below 3% of GDP by
2013. This will be a challenge as the deficit is expected to be around 4.6 % in 2012.
New government, from April 2012, plans to make necessary changes to lower the state
debt.

Economic conditions in 2012 force Fico to make big decisions how to lower the
government deficit. At the beginning of 2012 Standard & Poor’s and Moody’s agency
downgraded sovereign rating of Slovakia as the financial crisis has had its impact.
Although the main driver of the downgrades was the external situation the agencies will
carefully watch the moves of the new government on the fiscal front. Government
should avoid any backsliding on budget-deficit targets as it could cause further
downgrades and sanctions from the European Commission as well. The new
government endeavours to assure markets about fiscal austerity commitment.

Slovakia needs to meet its targets for the public finances consolidation. Before election
popular party has to make unpopular measures necessary for fiscal consolidation This
means possible changes in some laws and rates. The Prime Minister introduced the idea
of higher taxes for banks, the most profitable companies and the wealthiest Slovaks.
Government’s policy approach will partly influence the near-term economic outlook for
Slovakia (EIU, 2011; IHS Global, 2012b). Slovak Republic as a member of the
European Union has to accept its laws. Some regulations are focused also on business
environment. This makes companies in Slovakia obligatory to operate in accordance
with Slovak as well as European laws. Some can represent certain security and freedom

others can be limiting.
There is some uncertainty about the future legislation that regulates retailing. Former

conservative party SMER, which returned to power this year, adopted the law

regulating retailers’ activities in the past. In these days, retailers are afraid of similar
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laws to be adopted in next four years that could in some way harm their businesses
(Euromonitor, 2012a).

Laws and regulations concerns not only brick and mortar stores but e-commerce also.

Online business has its own rules that retailers must follow. They have to behave in
accordance with these rules which should protect customers. According to Danusa
Krkosova, spokeswoman of the Slovak Trade Inspection, main is the law on electronic
commerce and law on consumer protection in mail order and doorstep business (Uhrin,
2009). In doing a business it is really important to follow the rules and monitor any

changes otherwise penalties can occur.

2.2.2 Economic factors

Slovak Republic has mixed economic system with government regulation, export-based
economy, centralized economic planning and variety of private freedom. In general, the
business environment is good and secure for companies although sometimes difficulties
can occur (globalEDGE, 2012; Euromonitor, 2012a). Slovak economy, like other
countries, was impacted by global financial crisis and economic downturn
(Euromonitor, 2010). Performance of the country is linked to the performance of its
business partners which are mainly Germany, the Czech Republic and France
(Euromonitor, 2012a).

As Slovakia is the member of euro zone, in general country is sheltered from exchange
rate risk. Slovak economy depends on foreign demand as export of goods and services
represents more than 95% of GDP (globalEDGE, 2012).

One of the basic characteristic of the country is its Gross Domestic Product (GDP). Last
two years of Slovakia are not the best ones, as the real GDP % growth was declining

although it was at least certain growth as you can see in Table 1.

Table 1 Real GDP % change (Adopted from IHS Global, 20123, p. 5)

Real GDP (% change)

2009 2010 2011 2012 2013

-4.9 4.2 3.3 1.3 2.5
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Next indicator of economy of the country is inflation. Slovak inflation in terms of
consumer price index is projected to moderate in this year after being 4.1 % in 2011, see
Table 2.

Table 2 Inflation as consumer price index (Adopted from IHS Global, 2012c, p. 12)

Consumer Price Index (% change)

2009 2010 2011 2012 2013

0.9 0.7 4.1 3.5 2.7

Each country has its weaknesses and the Slovak one is, among others, high
unemployment rate which was 13,5 % in 2011 (globalEDGE, 2012).

Amendment to the labour code valid from 2012 was designed to improve the flexibility
of the labour market. It should reduce administrative and financial burdens on
employers and make hiring new staff easier for them (EIU, 2011).

Annual disposable income in Slovakia was US$ 55.50 million and US$ 60.73 million in
2010 and 2011, respectively. For year 2012 it is US$ 60.04 million (Euromonitor,
2011).

One big change for people in taxation was introduction of higher value added tax
(VAT). Since 1* January 2011 is valid VAT increased from 19% to 20%. Higher excise
taxes drove up energy and oil prices, and consequently raised commodity prices
(Euromonitor, 2012a). It is good that at least the reduced rate of 10% for specific
articles like printed books remained the same. However, e-books are charged 20%
VAT.

Logically, these increased prices have impact on consumption of households in negative
way. Household consumption growth is expected to recover in 2013 after its weak
recovery in 2011. As labour conditions improve and credit provision increases, the
household consumption growth is anticipated to settle at around 2.9% per year in period
2013-2016.
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Table 3 Economic growth in % (Adopted from EIU, 2011, p.8)

EIU estimates | EIU forecast EIU forecast EIU forecast
in 2011 for 2012 for 2013 for 2014
Private 0.6 0.7 2.9 3.2
consumption
Government -0.5 0.3 0.8 2.0
consumption
Domestic 2.1 1.2 3.3 3.9
demand

According to data in Table 3 we can see a positive prognosis for private consumption
and domestic demand as well what is good for Slovak companies. However, external
impact on some prices can have negative impact on companies as it can increase their
costs. In 2013-16 oil prices are expected to rise and energy prices similarly.

One of the recent changes in economic environment, specifically in taxation, is banking
tax. Since 2012 in Slovakia started new banking tax which obliges banks to pay a tax of
0.4 % on corporate and uninsured primary bank deposits (EIU, 2011).

This new tax changes the attitude of banks towards clients. Result is fewer credits for
households so that fewer credits into economy. This means slower economic growth
and fewer job opportunities. Companies will not be able to afford investments
(Klasekova and Vavrova, 2012).

It is obvious that economic factors and environment influence companies in positive

and negative way.

2.2.3 Social-cultural factors

Each country has its demographics, culture, habits and certain trends that are
characteristic for it and the most frequent among people. Country at the heart of Europe
has population that is getting older. Ageing population of Slovakia is its most
significant demographic trend. In Slovak Republic the retirement age was raised to 62

for both, men and women. It is to be implemented gradually by 2014. Result of ageing

39




of the population is an increasing importance of the retired segment in Slovakia as a
consumer group. Considering the level of purchasing power of this age group, it is not
as high in comparison with their Western European counterparts. Slovak pensioners
search for value of money what forms the purchasing behaviour of many of them.
Majority of pensioner income is typically spent on food, other basic consumer products
and health-related products. They are price sensitive, tend to visit discount stores and
prefer traditional markets with fresh vegetables and fruit. Popular pastimes of
pensioners are gardening and DIY. They like to buy presents to their grand children if

they can afford them (Euromonitor, 2010).

Other characteristic of Slovak population is level of birth rates which is falling. In these
days, many women prefer higher education instead of becoming a young mother. They
decide to pursue higher education or professional career, and to get married and have
children at later age. In Slovakia, first marriage postponing has created increase in
consumer segment of single Slovaks. Latest trend of the past few years in Slovakia is
that slightly more than half of the Slovak households have one or two inhabitants. We
can see a trend towards having fewer or no children. Overall population with fewer
children and young people means lower demand for toys, games, children’s clothing
and footwear. Although volume sales of such items are expected to decline, value sales
are expected to grow as parents tend to spend more money on the fewer children. As
parents consider benefits to their babies, they are willing to pay a higher price for a
guarantee of high quality of products for their children. Number of children of young
employed mothers that visit kindergartens is growing. In recent years, children spend
more time visiting hypermarkets and shopping centres with their parents. This develops
their shopping habits at early age and increases purchases frequency in child-related
sectors.

As number of children that grow up is lower, a number of teenagers declined during
few past years. Many of them take on part-time or seasonal employment what increases
their financial independence quite significantly. Although number of consumers in this
age group is lower, their purchasing power and its impact on consumer markets is
higher. They are very sensitive to social changes, loyal to brands, respond to fashion
trends and their style and taste in clothing, music and leisure activities is influenced by
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magazines and other media. Strong influencing factor of teenagers is peer pressure.
They like to socialize, frequently use the Internet, social networking sites and chat
rooms. They tend to spread the word about their experience, satisfaction or
dissatisfaction with a product or service. Important communication medium for

teenagers is word-of-mouth (Euromonitor, 2010).

Slovakia has positive development in education. One of the main items connected with
education that parents and students need to buy is books. The level of education attained
in Slovakia has nearly always affected the average level of annual disposable income. It
is expected that consumer expenditure on education will exceed EUR 1 billion by 2015.
As for most positions in business a Masters degree is required, more and more young
Slovaks are seeking to enter university and obtain degrees. This growing segment of
students is worth paying attention. They need different study materials, prefer eating
outside, often visit cafés, bars, clubs, theatres, cinemas, concerts and music festivals. In
case they cook at home, it is usually something fast and simple. Usually, they find
acceptable lower-quality products except laptops that are popular among students and
useful for studying and entertainment. Students travel quite frequently, preferring low
cost methods. Although students are price-sensitive consumers, they also spend a lot of
money on enjoying the life. High amount of students work on part-time to supplement
their income and become lesser financially dependent on parents. With increasing
financial independence they open bank accounts. People with higher education tend to
belong to higher-income groups, like managers and skilled professionals, in the future

(Euromonitor, 2010). Higher income means higher disposable income for consumption.

People in their twenties usually have just graduated and enter the labour market.
Starting with not very high income that tends to increase with gaining experience they
live in shared apartments quite frequently. They still spend a lot on socializing, leisure
activities and entertainment. Importance of their appearance increases demand for

footwear and clothing (Euromonitor, 2010).

People in their thirties usually settle in their career and begin establishing families.
There is a change in their expenditures. These are higher and instead of spending on
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hobbies, entertainment and travelling most of their income is spent on household and
children (Euromonitor, 2010).

Middle-aged adults represent the largest consumer group. Usually, they are settled in
their lives, their children go on universities and after few years parents do not have to
financially support their children as much as before. This means that middle-aged adults
can keep and spend more money for themselves. They spend more time doing their

hobbies. They prefer cooking at home and eat out only rarely (Euromonitor, 2010).

In general, most popular leisure activities of Slovaks are watching and participating in
sport events, going out for entertainment to cinemas, theatres and concerts. They prefer
doing sports like skiing, tennis, playing football and watching ice hockey, football and
tennis on TV as well as at stadiums. They also like dining out at bars, cafe and
restaurants although it is not a case of regularity. Crisis-affected consumers got used to
eat out less often and when they do so, they decide to choose less expensive options. In
summer months are common BBQ parties with family and friends. People enjoy also
staying in watching TV, listening to music or reading (Euromonitor, 2010). Women
prefer contemporary novels, men like detective stories and thrillers, children and youth
are into girls’ novels and fantasy literature. This current trend was launched by books
like Harry Potter, Lord of the Rings and later on Twilight saga, says Sebesta (TASR,
[2012a]).

Time spent inside the home and outside is related to the lifestyle changes. More and
more Slovaks consider shopping and spending time in shopping malls to be a leisure
activity and it is becoming a new hobby. According to more and more Slovaks, one of
the good ways of spending free time and socializing is going to shopping centres and
shopping there. They spend there mainly the weekends. Thanks to malls’ welcoming by
Slovak customers, they account for a high proportion of consumer spending in Slovakia.
Town centres are becoming filled with more stores offering luxury and high-end
products and services as retailers are mowing their stores towards shopping centres
(Euromonitor, 2010). Discounts and special prices play an important role for people in
choosing of shops (CTK, 2012).
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What affects consumer behavior in Slovakia is uncertainty. Consumption habits of
young Slovaks are influenced by job insecurity to which they are likely to be exposed.
Economic slowdown impact can be felt most heavily in less developed regions of
Slovakia (Euromonitor, 2010). In Slovakia, consumers look for, compare and educate

themselves regarding the products they plan to buy (Euromonitor, 2012a).

Slovaks are quite familiar with today technologies and their advantages for them.
Modern technologies are used by more and more people in Slovakia. Latest trend in
mobile phones is smartphone (Euromonitor, 2010). According to research of
Mediasearch agency, almost each Slovak that has access to internet, uses it also for
shopping (Slesar, 2010) Online retailing in Slovakia is increasing and it is expected to
continue to grow. Slovak e-shoppers value lower prices, home delivery, time saving
and comfort of ordering from home. The Internet helps people in the decision-making
process by providing them with information about the products (Euromonitor, 2010).
Majority of active internet users use it mostly at home (Takacsova, 2010).

There was high increase in the number of internet users starting from 507 000 in 2000
augmented to 2.77 million in 2008. In 2008, 30% of Slovak households had internet
access. In recent years, the use of computers and the internet has continued to increase
in the households. According to Eurostat, internet banking was used by 24% of Slovaks
in July 2009 (Euromonitor, 2010). This growing trend continued following years.

Based on survey of agency TNS SK done in March 2012 it was found out that the
internet in Slovakia is actively, at least once a month, used by approximately 59.4% of
population (Takacsova, 2010). The most numerous age group from 20 to 29 years
enlarged in April 2012 and reached amount of 707 000 real internet users (SITA, 2012).
According to survey, services of online shops use rather men, young, educated people
and businessmen (Slesar, 2010). Internet is not used rather by people over 50 and
respondents with lower education (Takacsova, 2010). Certain increase was also in
category from 70 to 79 years old people who represented 14 500 users of internet in
April 2012 (SITA, 2012). Compared to nationwide average internet is used rather by
people in age from 18 to 39 years and respondents with higher education (Takacsova,
2010).
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Internet brought to the country online shopping and thanks to information technologies
e-commerce started its life in Slovakia. Although distrust towards online purchases is
one of the barriers to e-commerce development, internet banking is increasingly used.
Its popularity grows thanks to growing number of internet users and increasing trust in
e-banking. Advantages like timesaving transactions, faster money transfers and the
ability to monitor the account balance at any time encourage Slovaks to use e-banking
(Euromonitor, 2010).

We can say Slovaks use computers, laptops and mobile phones to enjoy the possibilities

of internet whether for finding information, paying the bills or online shopping.

Other way of shopping that is becoming increasing popular is shopping via mobile
phone. Recent consumer survey found out that approximately 60% of all smartphone
users would like to have the opportunity to purchase goods with their phones
(Euromonitor, 2012b).

We can conclude that Slovaks are price-sensitive and getting older, like shopping and

use modern technologies for online shopping.

2.2.4 Technological factors

Slovak Republic is not a country that wants to miss the advantages of modern
technologies although numbers may say it differently. Technology changes rapidly, the
newest computer bought last year is old today. Hardware and software develop at a high
speed. For companies it is important to keep up with technological changes as old
hardware or software is more likely for a failure what can cause a loss of very important
information and data of organisation. They should prevent from offering outdated
products and make affordable and practical versions of products.

According to J. Poto¢nik, European Commissioner for Science and Research, latest
statistics say that investment in research and development is 0.46 % GDP in Slovakia
what is compared to other EU member states a low number. He added that country is on
crossroads and good signal according to him is acceptation of Modernisation
Programme Slovakia 21 (Strpkova, 2009).
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Among technological advancements that country adopted in the past, one that we are
interested in are information technologies and the Internet.

Inhabitants could have experienced development of new ways of communication,
possibility to replace fixed phones by mobile phones, faster internet access, penetration
of cable and satellite television (Euromonitor, 2010). Overall, there is increasing use of
computers and laptops.

According the International Telecommunications Union internet penetration was
estimated to be at level of 74% of all households in Slovakia in 2011. This high level
creates opportunities for local and foreign online shops. Moreover, the rates of internet
penetration are expected to remain stable and even with slight growth in the future
(Euromonitor, 2012a).

Thanks to internet services providers people can access internet from their homes. They
have also possibility to connect at public places via Wi-Fi or mobile internet almost
anywhere.

We summarize the main opportunities and threats of macro-environment that may have

impact on companies in Table 4.
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Table 4 PEST — Opportunities and Threats (own elaboration)

Factors

OPPORTUNITIES

THREATS

Political

* Labour code amendment to
improve employment

» Slovak & EU laws and
regulations

« Government proposes new laws
and changes old ones

» Lowered sovereign rating by
agencies

* Austerity measures of
government

« Uncertain future regulation of
retailing

Economic

» Good business environment

« Anticipated improving labour
market flexibility thanks to
lower administrative and
financial burdens on employers

« Expected higher GDP growth

« Lowering inflation projected

« Expected higher household
consumption growth

» Almost whole economy depends
on foreign-trade

* High unemployment rate

« Higher taxes

» New bank tax

Socio-cultural

« Ageing population

» More and more people tend to
visit shopping centres

* Almost all internet users use
internet also for online
shopping

« Internet is used mostly by
people from 18 to 39

« People would like to do the
shopping via smartphones

« Ageing population

* People are price sensitive

« People over 50 do not tend to
use internet

« Certain distrust towards online
shopping is barrier for e-
commerce development

Technological

« Increasing use of computers
and internet
« High internet penetration

« Loss of data due old technology
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2.3 MARKET ANALYSIS

Martinus as any other company operates in certain market. Sometimes it can be more
markets depending on products and services and their way of selling them. As Martinus
is online bookshop with 4 traditional bookshops, it belongs to book market, retailing
and Internet retailing market.

Books, games, DVDs and other products that company offers belong to category of
leisure goods what means they operate on dynamic market. This leisure goods market is
strongly driven by the changing lifestyle trends. Interest of young people in the latest
trends in sports equipment, games and music is the main driver of this market
(Euromonitor, 2010). As Martinus is a bookshop we will focus mainly on book market

although starting with retailing and internet retailing.

2.3.1 Retailing

Retailing in Slovakia is a growing market. It was pulled mainly by grocery retailers and
Internet retailing which grew considerably in 2011 (Euromonitor, 2012a).

It is said that it is hard to do a business in retail in Slovakia. However, sometimes only
asmall thing can bring a success. According M. Mesko, greeting a customer when
he/she walks in can make a difference (Blazej, 2011).

There is severe competitive environment between retailers in Slovakia. They try to meet
demand of consumers and expand across the country. They fight for every single
consumer. Good for them is that there are still many conservative supporters of store-
based retailing who are unwilling to wait for delivery of a product and prefer to obtain it
immediately even though they may have to pay a premium for it. Retailers allure them
into stores with many discounts and dumping prices on certain goods. A key role in
attracting consumers into stores will play loyalty programmes. Within the retailers’
communication strategies a higher attention is put on these loyalty programmes. For
growing number of consumers the factor of choice is the price. Expected tightening of
competitive environment is likely to bring innovation and change. There is higher
possibility that Internet retailing will cause the closure of some local retailers
(Euromonitor, 2012a)
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2.3.2 Internet retailing

It can be seen that within retailing the most dynamic channel is Internet retailing
(Euromonitor, 2012b). Currently, it is one of the fastest growing channels in Slovakia.
Slovak Association for Electronic Commerce (SAEC) considers year 2011 from point
of view of internet sales as very successful. Sale of goods and services via internet has
increased by nearly 15 % in 2011. In online shops cetelem.sk, mall.sk, martinus.sk,
pelikan.sk and some others was the value of sales turnover higher by 17.7% than in year
2010 (SAEC, 2012).

Competition “ShopRoku 2011” — shop of the year 2011 found out that the most popular
e-shops were online shops with perfumes, books, electronics and department stores with

wide range of goods (Fusion, 2011).

In the first quarter of year 2012 Slovaks made online purchases mostly of clothes, books
and white goods (TASR, 2012b). In the first half of 2012 sales revenues of asked shops
increased from 5 to 40 per cent compared to the same period one year before. We can
say it is really good trend. According Jozef Dvorsky, CEO of SAEC (Slovak association
for electronic commerce), the positive trend will affect the whole online market
(Kusnirova, 2012).

We can see increasing number of consumers shopping online as they have a number of
reasons for it like lower price, convenience and wider variety of products (Euromonitor,
2012a).

Results of various researches show that online shops are positively evaluated in
Slovakia. More than 90% of people that have already used some e-shop evaluated the
level of e-shops as very good or good (24hodin, 2009). As consumers are becoming

comfortable with purchasing online, number of e-shoppers is increasing.

There is expectation that retailers will continue to expand and develop their online
presence and will compete for increased sales through the Internet. Internet retailers are
able to offer lower prices as they are not burdened by the same costs as retailers in
brick-and-mortar shops (Euromonitor, 2012a). E-commerce sites increase in number

and high-speed internet connections grow. This will impact the channel in a dynamic

48



growth way. Number of new shops and generated turnover in e-commerce is projected
to grow quite significantly. Larger portion of market share will be captured by internet
retailers (Euromonitor, 2010). From point of view of existing businesses this means new
potential competitors. Among internet retailers where the competition will intensify the
most, there are loyalty programmes expected to be seen (Euromonitor, 2012a).

Although online shopping is growing and range of offered products in e-shops is
widening, there are still some barriers for its development. One of the biggest barriers
for e-commerce development is still certain distrust of consumers towards online
shopping and online payments (Euromonitor, 2010). They are afraid of quality frauds of
the products. However, online shops with long tradition like Hej.sk and Martinus.sk are

successfully fighting against this distrust (Slesar, 2010).

Good solution for e-shops afraid of the development barrier can be to gain SAEC Safe
purchase certificate. After a successful passing of certification process that evaluates the
e-shop, it obtains the certificate. Safe purchase certificate SAEC means guarantee for e-
shop customers and liability for internet businessman that online shop meets basic
certification rules of safe and without problems purchase. The certification rules are set
by Slovak Association of Electronic Commerce (SAEC) based mainly on Civil Code,
Law on Electronic Commerce, Law on Consumer Protection, certification rules in
countries of the European Union, Directives of European Parliament and Council of
Electronic Commerce. These rules require providing customer with enough information
necessary for purchase decision and making safe purchase. They do not burden a
business with superfluous requirements. Certified shops are regularly controlled for
meeting the certification rules (SAEC, [n.y.]). In March 2012, 92 online shops were
certificated. This SAEC — Safe purchase helps in internet retailing development and to
gain consumers’ trust (SAEC, 2012).

Having this certificate can have positive effect on potential customers of online shops.
Despite this, in the longer term consumer behaviour is not expected to be changed
significantly by Internet retailing as there are still some people who prefer brick and

mortar stores (Euromonitor, 2012a).
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Increasing shopping online brought one problem. According to many people, online
business harms traditional brick-and-mortar shops (Kusnirova, 2012).

However, we can see that businesses found a solution. The latest trend that companies
adopt is a combination of traditional trade with e-commerce. On the one hand, brick-
and-mortar shops that have strong brand recognition enter e-commerce. Another
possible scenario is that brick-and-mortar stores have to lower their prices to remain
competitive with e-stores and to retain customers. On the other hand, e-stores
increasingly set up traditional stores (Euromonitor, 2010). We consider this

combination of online and offline business essential for success in these days.

2.3.3 Book market

Media products like music, video games and books are gaining popularity at high speed
(Euromonitor, 2012a). In 2011 stores’s sales of media products grew by EUR 4 million.
It accounted for growth of only over 1%. Overall in this year the retailers could see
stable sales. Although bookshops recorded some slowdown in 2011, books are bought
by 33% of e-shops services users (Euromonitor, 2012c; TASR, 2012b).

This product is available in hypermarkets, shopping centres and by high street retailers.
However, more and more people choose online bookshops for purchase of books, state
electronic bookshops operators. According to Michal Mesko the risen interest of people
to buy books via internet is also caused by sharp acceleration of popularity of internet

shopping among people in last few years (TASR, [2012c]).

In these days, books are really more frequently bought online, but people like also
shopping malls, and traditionsl shops. Some bookshops and other stores are aware of
this trend and take an advantage of it. They in addition to their traditional shop sales sell

their products online (Euromonitor, 2010). This increases number of competitors.

To have wished sales it is good to know what is important in book selling. Determining
factor in selling books is price. It has quite important role. In Slovakia, books are
relatively cheap but people are price sensitive states Mesko (TASR, [2012c]).

Level of sales of the books depends also on time of the year. Book market characterises

seasonality. Paradoxically a bad month is March, month of book states Sev¢ikova. It is
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the time when publishers, merchants and libraries organize, more often than usually,
events focused on popularization of reading and literature. In general, the best selling of
books is few months before Christmas (TASR, [2012c]). From point of view of sales,

number one among book e-shops is probably Martinus (Czwitkovics, 2012).

In general, the best-selling is fiction according to Mesko. He adds that successful are
teenage sagas like Harry Potter and Twilight, and Slovak detective stories, especially
those written by Dominik Dan (TASR, [2012c]).

In the past, sci-fi and fantasy literature was only in smaller bookshops and in limited
amount. Internet was because of that the only acceptable economic way how to gain this
kind of book (Zaborsky, Horvathova and Jesny, 2006). Currently, the situation is much
better.

According to largest publishers the best selling books of year 2011 were book titles
from Evita Urbanikova, Tana Keleova-Vasilkova, Katarina Gillerova and Maxim E.
Matkin. Winners of the last year were female authors and topic of relationships. From
this is obvious that women read more than men (Cizova, 2011). According to Mesko,
there are increasing sales of motivation and popular science literature as Slovak
publishers started to bring on the market translated literary works about business from
abroad (TASR, [2012c]).

The two phenomena of recent times are online shops and e-books. Electronic books are
books that you can read only on some devices, mainly on the e-book readers. The
advantage is that this device can store dozens of books and you do not have to be
worried about weight and size of the books like in case they are in printed form.
E-books are provided in various formats. The most frequent are PDF and EPUB. PDF is
widely spread format that almost authentically copies the format of classic printed
books. EPUB is open standard of electronic publication that is optimized for reading on
screens with various sizes and resolution to use the maximum of display area (Kuchar,
2011). Content of e-book is usually secured by some technology. The most frequent
copyright protection is Adobe DRM(digital rights management) and enables reading of
e-books on the widest spectrum of devices (Martinus.sk, 2000-2012b).
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With continuing digitalization and using of tablets and internet, the way of reading
habits of Slovaks is changing. Several bookshops agree that there is an increasing sale
of electronic books. According to Michal Mesko from Martinus the sales of e-books
which they launched in December 2010, are rapidly growing month on month and year
on year (TASR, [2012d]).

Younger generation sees electronic books as progressiveness and modernity, older
generation is impressed by ability to change font size. Mesko anticipates increasing
portion of electronic books on the market. He estimates to reach 30% of total book sales
in the horizon of five to seven years. Amount can change depending on determining
factor that can be the price. Although the price of electronic books is currently
approximately by 20 to 30 % lower than the price of printed books, people can be
discouraged by higher prices of e-book readers (TASR, [2012d]). E-books can be read
on e-readers. Quality of displaying of text on e-readers is ensured by electronic paper.
Optically, the electronic paper looks like ordinary newsprint paper what is the key
feature of e-readers. The essence of electronic paper is e-ink that is used to display the
letters and signs. So far there was only black and white e-ink but E-Ink company
introduced colour version of electronic ink recently (Kuchar, 2011). We can look

forward having colourful e-readers on Slovak market sometime in the future.

Based on the review of market of e-readers we can say there are few features of e-book
readers that differentiate them. The most important is the format of file that the reader
supports. Next features that people look at are screen size, battery life, size of internal
memory and others.

We can divide e-book readers into two categories. First category includes e-readers
linked to specific business model of electronic books sale. There belong Kindle e-
readers that are products of Amazon. Nook e-readers are linked with Barnes and Noble
bookshop. iPad can be considered as reader as well and it is linked to the e-books
section of Apple store.

Second category represents universal readers of electronic books where belong
Pocketbook, Jinke Hanlin and Bookeen. E-books can be loaded into these readers
through USB or SD card (Citacky knih, 2012).
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Reading of e-books is not limited on use of e-readers. Electronic books can be read also
on computers, laptops, tablets, PDAs and smartphones which support specific formats

and protection of e-books.

2.3.4 Competition

As in any other market, competition is also in the book market. The basis of competition
in book business is added value — services that should make customers stay in the retail
shop. It can be a possibility to sit down, flip through more expensive books or browse a
book in the shop having a coffee (Zaborsky, Horvathova and Jesny, 2006). These are
just a few examples how to keep a customer in the shop.

Location of a bookshop is one of the very important factors. Bookshops compete in
town centres and shopping malls as well. Most of the books is sold in big shopping
centres. Reason is concentration of people. Shopping malls visitors are more in a mood
to purchase (Zaborsky, Horvathova and Jesny, 2006).

However, competition exists also among online bookshops. According M. Kral, director
of price comparator, the most successful e-shops are those that make big investments in
building its brand. M. Mesko states that brand is not a company which people know but
the one they like. Their brand is strong because those who know it have a very positive
attitude to it (Mravcak, 2012). We can say that his attitude is quite good as thanks to it
they are the most popular online bookshop because people like them. Being a brand

means to have a competitive advantage and Martinus definitely has it.

M. Mesko (Trend, 2011) from Martinus is careful in evaluation of competition. He
highlights its raising of book sales culture. His colleague M. Strba (2012) considers for
their biggest competitors Panta Rhei and TKLibri. He explains they have two views on
competitors. One is that it makes them to try to do things harder, to move further, it
pushes them to be better. Second view is that they damage the market, they make debts.
Moreover, competitors many times copy their ideas and steps which they make to
attract customers. As they copy Martinus, innovative attitude is the way how the
bookshop tries to win.
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Panta Rhei has its e-shop and retail shops as well. Panta Rhei is still quite new in online
business so it does not represent such a big threat for e-shop of Martinus. Offer of Panta
Rhei consists of books, audio books, diaries, calendars, postcards, coffee and other
products. They do not sell electronic books what lowers the competitive threat of this
bookshop for Martinus. Different it is with prices, these two bookshops have quite
similar prices so there is a price competition among them.

Today, online shop is not enough, traditional bookshops are important as well.
Company has 27 bookshops and majority of them is in shopping centres (Panta Rhei,
[2012]). Panta Rhei relies on advantage of shopping centres that is concentration of
people and their buying mood (Zaborsky, Horvathova and Jesny, 2006).

Recent news show that having a bookshop in shopping centre is not enough. There are
very high rental costs and suppliers want money for their goods. Bookshop owes
significant amount of money to some of its publishers since Christmas what made them
angry. At the end of July suppliers of Panta Rhei put a proposal for bankruptcy of the
company on district court of Trnava (Novy Cas, 2012). We will see how the bookshop

will dealt with it.

Panta Rhei and Martinus used to fight for the first position on the book market. They
were always interchanging who was on the top position. In 2011, Panta Rhei bookshops
were the leader among media product shops (Euromonitor, 2012c). From our point of
view, this possible bankruptcy problem will have impact on their brand image. We will
see how the situation evolves after the recent news about bankruptcy.

TK Libri is another competitor of Martinus. The bookshop started with online shop but
it is very bad in this online business. Although it promises significant discounts on
books, the web page does not even provide visitors with information whether the chosen
book is in stock or can be picked up in chosen retail shop (Augustin, 2011a). In visual
terms, e-shop of TK Libri is worse than the e-shop of Martinus. According to us it does
not make customers to return there. TK Libri definitely does not gain the loyalty of
customers thanks to the web page. Additionally, the bookshop does not offer e-books.

According to us TK Libri is for Martinus competition and threat mostly in number of

retail shops. It has more than 40 bookshops in Slovakia.
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Martinus competitors in electronic books are Gorila.sk, Rajknih and Artforum and some

other smaller bookshops. As the market of electronic books is still at the beginning and

Martinus started with e-books two years ago we consider the bookshop to be in better

position than its competitors. According to us bookshop from Martin has a chance to be

a big player on market of electronic books if it focuses on it.

To sum up analysis of market and competitors we prepared a Table 5 showing threats

and opportunities.

TABLE 5 Opportunities and threats of external environment (Source: own research)

Opportunities

Threats

Growing retailing market

Dynamic growing of internet retailing
Loyalty programmes

People like e-shops offering perfumes,
clothes, books and white goods

People have positive attitude to Slovak e-
shops

SAEC Safe purchase certificate

Slowly growing sales of media products
More people buy books via internet
Increasing sale of electronic books
Slovak authors becoming popular
Location of bookshop

One competitor was proposed for
bankruptcy

Web page of bookshop

Leisure goods market depends on
changing lifestyle trends

Strong competitive environment in
retailing

Increasing number of e-shops
Consumers distrust to online shopping —
barrier to e-commerce development
Trend of traditional bookshops to start
offering their products online as well
Seasonality of book market

Price

Location of bookshop

E-books readers — availability and
features

Web page of bookshop

Competitors copy steps and campaigns
Number of traditional bookshops of

competitors

After analysing macro-environment we move on the analysis of micro environment,

meaning company and internal factors.
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2.4 Analysis of Martinus

Bookshop with long and successful history that we are dealing with in our work is
Martinus.

Althoug Martinus is online bookshop, people who like to hold a book in their hands
before they buy it, does not have to be sad. Customers who prefer to touch and see in
reality the product which they plan to buy can do so. They can visit any of four
Martinus bookshops located in Martin, Bratislava, Nitra and Zilina (Slesar, 2011).
Moreover, Martinus entered the Czech market but we are not going to deal with it in our
work as we are interested in Slovak market.

M. Mesko and Andrea Meskova, head of retail shops of Martinus, see the brick and
mortar shops of Martinus as enrichment for their online sales. According to M. Mesko
and A. Meskova, “brick* bookshops helped them to be again in personal contact with
their online customers in some towns. Moreover, they found out that mostly in the cases
of the biggest best-sellers the power of traditional bookshops is enormous (Augustin,
2011b).

Considering the total turnover, their retail shops can make very nice numbers. On the
other hand, on the internet they have quite strong long-tail. Martinus has success offline

in traditional bookshops as well as online in e-shop.

These two parts of Martinus are not so distant to each other as they use one common
network for communication. Communication between colleagues from online and
offline parts of the bookshop is secured by Yammer. It is a network that is often called a
company Facebook. This purchased network enables them to have in-house
communication network. Basic things are communicated to employees via Yammer.
Martinus uses it as corporate message board for releasing news, sharing ideas and
discussing various topics and plans. Another way of communication in Martinus is more
local. In the central they make company breakfast and each location, bookshops in 4
towns, has meetings in its own way. Managers and leading positions have friendly
relations with all the employees. Overall, there are very good relations between

colleagues. They even go together on holidays (Strba, 2012).
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In Martinus, they build all the relations to be fair at maximum so that company could
grow and bring its value to employees and customers as well. According to us, good
relations in a company create good atmosphere for work what is very important for
cooperation and meeting company goals. Meeting a goal is a sign of success of any

company.

One of the secrets of the online bookshop success is their tailor-made system of orders
processing. Internet shop is running upon a system which was developed purely by
Martinus (Martinus.sk, 2011b). This gives Martinus a competitive advantage in
possibility to change the system and its functions exactly according their needs and
ideas. Thanks to this, they can be always one step forward compared to their

competitors.

Martinus all the time tries to improve processes inside the company. They attempt to
continuously improve logistics in order to avoid any previous problems. They want their
orders to be completed quickly, accurately and with high quality (Martinus.sk, 2011b).
They put their efforts to provide services at perfect level (Strba, 2012).

Great service means satisfied customer what is their aim since the establishment of the
first Martinus bookshop in Martin. It is obvious that the quality of service is the matter
of priority for Martinus. We can see they are quite successful in it and the proof can be
still increasing number of customers’ orders and their loyalty.

Company culture of Martinus is focused on customer (Strba, 2012). Overall, Martinus
put its efforts to have satisfied customers and provide excellent services. This gets
them on the top of charts of popularity in Slovakia. Being one of the most popular
eshops in Slovakia is not the only award of the online bookshop from Martin.
According to M. Strba it is not so rare that people make an effort to write them via
email or through Facebook how they were satisfied with their order fulfilment (Nadacia
Pontis, 2011).

Martinus really appreciates feedback from their customers. It is something they have

a big interest in. This helps them to move further (Strba, 2012).
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Martinus gained hundreds of thousands of rewards that are much more valuable for
them than some certificates and awards. These are their customers’ orders (Martinus.sk,
2011b). It can be understood that customers like bookshop Martinus as there are more
possible reasons. Except of providing great services they have a personal approach. M.
Strba (Nadécia Pontis, 2011) explains they see their way in people. It can be seen on
their relations with customers and employees. People appreciate this added value.
Martinus tries to have competitive advantage in this personal approach.

For personal approach are needed people and people form the company so that one of
the next subchapters will focus on employees. Before that we firstly look at what

Martinus has managed to achieve so far.

2.4.1 Certificates

Martinus was awarded few times. In 2006, Martinus was the first online shop in
Slovakia to be given the certificate of quality - Slovak Gold. In 2008, they were one of
the first to obtain SAEC Safe purchase certificate. Last year, 2011, was a good year for
the company on certificates and awards as well. In 2011, Martinus was awarded by the
certificate of quality Slovak Gold for the second time (Martinus.sk, 2011b). These were
just a few examples of certificates gained by Martinus. Next subchapter will tell you

more about recent successes of the bookshop.

2.4.2 Success of Martinus

Success of online bookshop Martinus started few years ago. One of the examples from
recent years can provide public opinion survey made by media agency TNS SK and
MEDIASEARCH Slovakia in 2009. According to the survey Martinus was 4 months in
a row the most frequently visited e-shop and at the same time the best rated e-shop in
Slovakia in 2009 (24hodin, 2009).

The bookshop reached the top positions in many competitions and areas. We can say
they got used to be number one always in something.

Next good example can be a fact that company was the first retailer in Slovakia offering

complex solution for electronic books in 2010 (Slesar, 2011).
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Following year, Martinus managed to get into Deloitte’s 2011 Technology Fast 500
EMEA (Europe, Middle East and Africa) ranking. 11" year of this ranking was based
on revenue growth over the last 5 years and the online bookshop had 967 percent
growth in sales. Martinus occupied 161% place. Very good position it gained also in
FAST 50 in Central Europe where it reached 16™ position (Zittiansky, 2011). This was
not the only success in 2011.

Czwitkovics (2012) states Martinus is number one among book e-shops from point of
view of sales as its last year sales overcame level of 9 million €. According to survey of
Gemius from last year, online bookshop Martinus gained a title of the second most
popular Slovak e-shop (Mrav¢ak, 2012). Moreover, in this year the online bookshop
gained Main Award for Small and Medium Enterprises for implementation of corporate

responsibility principles from Via Bona Slovakia (Nadacia Pontis, [2012]).

We can see that the situation of Martinus is very good. It has been growing rapidly over
the last years. It grows with market and is self sufficient in financing, revealed M.

Mesko (Blazej, 2011).Their profit is rather invested in company than distributed.

The bookshop is constantly strengthening its position by lot of activities. Its goal is not
direct selling but rather brand awareness (Slesar, 2010). They serve 15 to 20% of the
market, so the rest 80% is opportunity. M. Strba (interview) considers Martinus to be
nowadays a leader on the market. We can say he is right as various articles support his

statement.

In these days Martinus is the largest online bookshop in Slovakia according to visit rate
and turnover. Monthly, it is visited by more than 600 000 customers. Martinus is for
a long time known as the most favourite online bookshop thanks to its high quality
services and customer support which is appreciated by thousands of customers every
day (Slesar, 2011). Activity and values of Martinus brought them customers and

awards.
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2.4.3 Organisational structure

Owners of Martinus are Slovaks and have 100% ownership so that it is purely Slovak

company. We can say there are 4 levels in the hierarchy although it is not a strict system

with one CEO who controls everything through a group of managers. Company as such

does not copy usual structure of firms. They are rather friends than subordinates and

supervisors. Martinus has 65 employees, approximately 10 to 20 people are long-term

seasonal workers (Strba, 2012). The organisational structural can look as follows Figure

4.
CEO
Michal Mesko
Projects E-shop Finance & Retail shops
division Accountig division
Expedition Customer Department || Editor’s
service of orders office
processing
i Nitra Martin
111na H
sookshop Bratislava bookshop bookshop
bookshop manager manager manager

manger
Booksellers Booksellers Booksellers Booksellers
& seasonal & seasonal & seasonal & seasonal
workers workers workers workers

Figure 4 Organisational structure (Source: Strba, 2012)
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Martinus has 4 main divisions which are divided according to focus of their work on
E-shop division, Retail shops division, Projects and Finance & Accounting.

Division of e-shop involves all online activities and operations of Martinus. Starting
with articles on blog, updating and changing web catalogue, adding new items,
announcing new competitions through dealing with complaints, solving customers
problems to receiving online orders, packing and expeditions of goods.

Division of retail shops is responsible for the 4 traditional bookshops. It is the offline
part of Martinus operations. When employees in bookshops or the head of the bookshop
have some ideas or complaints they are firstly discussed with people managing retail
outlets and then it moves to other divisions depending on what the issue is. Another

possibility is to use Yammer to share the ideas (Strba, 2012).

In Martinus the work of people is not strictly predetermined but everybody knows what
is his/her responsibility and duty. Employees’ tasks overlap and cumulate into multi-
functions. An example can be booksellers of Martinus bookshops located in four
different towns. It is them who know the best what is going on in their location. These
local booksellers prepare proposals of posters and advertisement. They consult it with
division manager and afterwards send it to division of projects for approval and printing
(Strba, 2012). By this is formed a group of people in Martinus that sees its work in
broader context. Everybody know what is his/her responsibility. One example can be
a person that is dealing with communication with customers via social networks. He is

the Social Media Marketer of Martinus.

As you can see company does not have specifically marketing department but
marketing as such belongs under division of Projects. In the bookshop they are not
specialised, they have rather open attitude to it. Ten to fifteen people are dedicated to
marketing in Martinus. Marketing is done by those who know how to do it the best
while having other responsibilities. As they have also other tasks and responsibilities,
their participating in working on marketing depends on that how busy they are (Strba,
2012).
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Missing separate department of marketing can be certain weakness of the company. It
can happen that everybody will be so busy with other tasks that there will not be
anybody with some time to focus on marketing issues. Company should really consider

creation of marketing department.

Collective of the bookshop consists mostly of young people. According to M. Mesko
(Trend, 2011), it is good to have young people in the company because they can be
formed and do not have bad work stereotypes. In Martinus, they are selecting their
employees to have those who like the job. As Mesko states, bookseller should be

communicative, well-read and be a kind guide (Blazej, 2011).

He is quite benevolent in his attitude to employees. He does not care when they do their
job as he likes people who can manage themselves and know what their common goals
and values are. Although Mesko gives people enough freedom, he admits he is a stickler
for details what sometimes drives his colleagues crazy (Trend, 2011). However, we

think that without focusing on details you cannot be the best.

Mesko wants from his employees to do the things right, to try to create something new
and to have satisfied customers (Trend, 2011). Actually, all employees are engaged in
marketing activities of Martinus in some way (Strba, 2012).

Martinus is a very nice example of a company where marketing is incorporated in the

company as a whole in the meaning of people. They have integrated marketing.

2.5 Martinus and marketing

Today business with no marketing cannot succeed and Martinus is aware of it.
However, they do not want to do marketing just to be doing it. They always want to
achieve something by it. On the long-term basis Martinus focuses on positive brand
awareness of Martinus. Company has a marketing goal which supports their main goal
to be the best, not the biggest. Currently they serve 15-20% of the market. This
supplementary goal is to flexibly react on situation on the market and to exploit offers
that appear. In addition they are trying to be innovative in doing it and to bring new or

unconventional forms of propaganda (Strba, 2012).
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For meeting a goal you need some plan. To fulfil marketing goal it is suitable to have
marketing plan. Actually, Martinus does not have a formal marketing plan. Their plan
concerning marketing is prepared for one year but fixed parts are just few. Their
planned occasions are March — Month of book, International Children’s Day and
Christmas. They have a list of actions they want to do like giving no postage fees, etc.
This list of small and big issues is put into a certain time. They have planned calendar of
campaigns. Rest of their activities in marketing that could belong under the marketing
plan are rather spontaneous. Reason why they do not have a plan for every single
marketing activity they will do through the year is dynamic and unpredictable changes
and opportunities on the book market. They obtain so many offers that they can choose
(Strba, 2012).

Strba (2012) continued in his explanation saying that it always depends on an offer and
what ROI (Return On Investment) it will bring. The offer must have over 300 per cent
to be taken without hesitation. If it is less than 300, they consider also other factors and
advantages of it. Usually they decide based on experience. It can happen that they
receive an interesting offer but the marketing budget is almost empty. When they see it
can bring really profitable ROI, they take it. This reveals that Martinus is really

spontaneous and flexible in responding on the opportunities.

We have to admit that detailed plan would prevent Martinus from flexibility which is
very important for success on the market. According to us, it is good that Martinus
organizes “plavik”. Strba (2012) explained us it is a planning weekend through which
they usually plan next 6 months. Moreover, Martinus makes plans which are set for one
week for their offline operations.

We see this as a good attitude as thanks to their constant analysing of the market they

can much more easily and much better think about and prepare good plans.
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2.5.1 Customers data

Generally, for performing marketing with success you need data about your customers.
Martinus is aware of that and analyses data about its clients.

Mesko told they can track moves and purchases of the customers in the e-shop. Thanks
to these data they can make better models in the future. It helps them to recommend
their customers the most interesting goods for them. Statistics and data analysis can be
used also for recommendation of books. It means that web page shows each client,
throughout purchasing, different books that he/she might be interested in.

Mesko explains that it is a subject of statistical patterns. He says they can achieve
relatively good degree of probability that given customer can have an interest in this and
that book. It is usually done based on information about previously purchased,
evaluated and reviewed books. Then they compare these data with other customers and
look for those with the most “compatible” taste. When they find such customers, they
calculate expected preference of the book and anticipated evaluation of the customer
based on percentage match of his and others’ profiles. The more books person read and
the more people is involved into data, the higher is the chance for good result (Hlubina,
2010).

To sum up, Martinus knows how to use advantages of internet. We can say their

know-how helps them to achieve satisfaction of customers what is their general aim.

2.5.2 Creativity

As there are more ways of spending free time there is a competition among them and
bookshops as well. M. Mesko explains they try to use creativity in sales to win.
Creativity belongs to marketing, without it ads and everything would be boring. When
you create something interesting you can be much more successful (Blazej, 2011).
Company tends to use creativity to meet its marketing goal by bringing something new

and innovative.

In Martinus, there is a place for creativity. They encourage their employees in
creativity and to share their ideas via Yammer. Creative marketing of the e-shop
influenced the rise of the company (Trend, 2011). It really moves them further. We can

say creativity is connected with one of the Martinus values, the wow! value.
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2.5.3 Marketing plan

Thanks to interview with Martin Strba (2012) we understood how it works with
marketing plans in Martinus. Marketing plan of Martinus in its rough form does not
have exact and specific goals but they have marketing goals in general. It is in some

way a rough plan.

For the purposes of their form of marketing plan company makes research, analysis and
prepares plans. Martinus conducts its own regular surveys to analyse current marketing
situation. They make regularly their own surveys of electronic shopping. To find out
customer needs they use direct mail. After customers’ orders fulfilment they send them
questionnaire of satisfaction. Thanks to this they know how satisfied or dissatisfied their

customers are. Feedback is the most important for them.

Martinus looks at factors that can influence customer purchasing. They consider mostly
political and social factors. Martinus knows it is not worth to make online campaigns in
the summer. Reason is that people spend most of the time outside through summer

months.

They make review of main products in general. They use hard sell technique. There is
a combination of more factors what makes it difficult to prepare a plan for the whole
year. Company knows 1-2 months in advance what to anticipate. They see the situation

and can set sales and prices.

Martinus makes review of its competition. They watch competitors but do not react by

coping. Company rather makes different campaign than the competition.

Marketing plans are connected with an important element for realization of the plans —
money. Strba (2012) told us Martinus has a financial plan for one year although avoided
saying an amount. Their budget is not in some form of profit and loss statement. It is
just one gross amount and they take money out throughout the year. It provides them

certain freedom. He explained they have rather open budget. Some big campaigns like,
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previously mentioned, Month of Book, Children’s Day and Christmas are given an
approximate amount of money that will take from the budget. Whether other marketing
activities can take place and spend some money from the budget depends on their ROI

evaluation that we mentioned before.

What Martinus carefully monitors are the sales trends in their bookshops. They make
a very good review of distribution watching which goods are sold, in what amount,

what the news are, etc.

Preparation of their marketing plan does not include analysis of opportunities and
threats, overall. They rather focus on specific issues. It does not influence formulation
of strategy. It has rather impact on what they will do. Although their marketing plan
does not include action programs except of those for the big events, rest of their activity
programs is in more detail prepared through company planning weekends. Marketing
plan including the big events gives answers to what will be done, how much it will cost
and who will be responsible for doing it. Usually, there are many people involved but
mostly those who are closest to it. They do not have specialists on marketing in the
company so it is understandable that they from time to time opt for outsourcing to

realize certain things.

Finally, one of the very important things for them is control and feedback. They always
try to set measurable indicators. They evaluate everything. In the bookshops, they can
count number of entrants. They know how to measure number of users at their web
page. They compare number of users versus number of orders. Company can measure
how many people saw ad or other issue and how many of them reacted. They make
advertisements using PPC pay per click which can be assessed. They use printed
coupons as it is traceable. All these indicators tell them how successful they are with
given activity. It enables them to monitor the progress. When they see it is not working,
they do not spend more time and energy on it. They stop it.

This is how they gain experience.
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2.6 Analysis of marketing strategy of Martinus

Marketing strategy is usually a part of marketing plan. We asked Martin Strba (2012)
what is marketing strategy of Martinus. He told us they do not have it, they have
attitude.

It is rather framework marketing strategy with knowing what and how they would like
to do the planned campaigns and actions.

We are aware that it is not a good idea to group people into segments in the book
market. The simple reason is that books are most of the time purchased by a person
other than a final consumer. In most cases books are purchased as a gift. Although
knowing it is not possible to make marketing strategy on the book market according to
segments, doing an interview with Strba (2012) we at least tried to identify steps of

marketing strategy process.

We found out Martinus is able to make segments of customers according goods. We
have given a closer look at how they do it in chapter Customers data. Although they can
make segments of customers based on their preferences, they do not choose one of the
preference segments as their target market.

Strba explained us they tried marketing for target group in the past but it did not work.
Thanks to this experience they realised that having one target segment in book market is
absurd as everybody read books. Market target of Martinus is whole Slovakia. It means
mass market strategy.

As they do not have specific target market, we assume it as a reason why they do not
make market positioning in a usual way. It means by arranging distinctive position for
a product in the minds of chosen segment of target customers. Martinus can position its
offering in mass market using their competitive advantage in personal approach and
experience. This differentiation by giving customers added value can bring Martinus
effective positioning.

Marketing strategy of company is a guide for designing a marketing mix so that in the
next chapter we focus on 4Ps of Martinus.
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2.6.1 Marketing strategy referring to marketing mix

Marketing strategy is connected with marketing mix. It is a set of controllable
marketing tools that Martinus puts together to produce wished response in their target
market — mass market. In Martinus, they use for it their marketing strategy attitude.
Elements of marketing mix, products, price, place and promotion of the company have
its importance for marketing strategy so we will look on them.

Products

Martinus has a bit diversified product portfolio. Although it is a bookshop, it offers a
variety of products. Main products of the company are books and e-books. Bookshop
offers also films on DVD, puzzle, e-readers, audio books, board games, LEGO,
computer and console games, tea, coffee, and other products. Martinus provides
customers with the products also an added value in the form of active communication.
As Martinus is bookshop further we will focus on its main products.

Before focusing on books we just want to mention products with the lowest sold volume
in Martinus. At least sold are computer games and gastro products, tea and coffee.
(Strba, 2012) We presume it would better for the company to put these products away

from their offer.

Books

The book database of Martinus consists of more than 100 000 different book titles.
Their book offer is divided into 22 main categories. Division is following: prose, poetry,
children and youth, social sciences, art, natural sciences, computers, internet, textbooks,
dictionaries, technology, medicine, health, lifestyle, economics, law, history, religion,
mysticism, geography, travelling, home, hobby, animals, breeding, groceries, meals,
sport, foreign literature, notebooks, calendars, audio books, software, gifts and special
issues. These main categories have subcategories to make looking for a book easier.
Bookshop shows on the webpage also a list of bestsellers. Everyone can choose book
according his/her preferences. In the e-shop each book is signed by status whether it is
currently available in stock, in which bookshop you can find it and how long it usually
takes to send the book to customer. We consider exact information about availability of

books as a sign of well functioning online shop with focus on customer satisfaction.
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E-books and e-readers

The news in the book representing alternative to printed books are electronic books. For
those who consider e-books more practical than printed books Martinus is a good
solution. Bookshop offers a complex solution for e-books including e-books and readers
as well. It offers a lot of advantages connected with e-books for customers. According
to Michal Mesko, the advantage of electronic books, which people can see using
readers, is their easy storage (TASR, [2012d]).

Martinus e-books can be read on e-reader, mobile phone, tablet and computer. To
ensure as high compatibility as possible, Martinus uses the world standard EPUB that
has the vastest devices and application producers’ support. This is the reason why
a customer can choose device and application that suits his/her needs the best. Majority
of the e-book titles is available in two formats — EPUB and PDF (Slesar, 2011).

E-books from Martinus can be read on any e-book reader that supports these two
formats. Bookshop supports also mobile devices from Apple, devices with Android
operational system support and e-ink readers like French Bookeen, American Nook or
Sony Reader (Vozarova, 2010). Company for the protection of content of electronic
books uses the world most standard technology of Adobe DRM.

Thanks to retail shops of Martinus, customers can test e-readers and e-books before
a purchase. Moreover, customers can download a book overview without a need of
registration. High quality of e-books is also supported by Martinus. The company
assists the publishers with the electronic books conversion and emphasizes that it is not
enough to rely on automated process (Slesar, 2011).

As sales of e-books are still increasing Martinus believes they will become standard part
of the book market (Mesko, 2012). For reading this kind of books, it is necessary to
have some e-reader or other device. However, Martinus has currently available offer
of only 7 types of e-readers. Rest of them show on web page is signed as sold out and
probably no more possible to order. We consider this as a quite low number and
recommend them to increase the offer if they want to satisfy an increasing interest of

people in e-books.
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Price

Firstly we should remind Martinus is online bookshop that has also traditional
bookshops. Prices of Martinus’s products online and in its retail shops are a bit
different. On the web page, under the price of each product is written how much you
will save in case of purchasing it online instead of doing the purchase in the bookshop.
Generally, prices of books in Martinus compared to other competitive bookshops are a
bit higher or quite similar, except of low cost bookshops. Thanks to providing great
services, Martinus has many satisfied and loyal customers who repeatedly purchase
their products despite their sometimes higher prices.

In the past, it happened that when they provided for example 20% on certain book,
competitors gave 21% discount on the same book. They found it does not make sense to
enter price wars with competitors As Strba (2012) explained us, they do not want to be
price leader, meaning not to fight on the market using low costs. They are not trying to
give big discounts, they rather prefer quality as their competitors copy their moves.

By the discounts and various actions they are trying to compensate seasonality
difference in sales. Summer is always the weakest but sales around Christmas jump
high. Martinus has its general discount policy.

Discount policy

As the book market is characterized by seasonality, Martinus is trying to avoid it by
various discounts. Company has set rules for making discounts. They give 15-20%
discount on new books. Bestsellers are offered with 11-25% discount. Teachers,
students and young people can obtain additional 2% discount if they use their ISIC,
ITIC or EURO>26 card. Moreover, special discounts are agreed with suppliers of the
bookshop (Strba, 2012). Except of these discounts Martinus offers various price
lowering on the products during the whole year.

One July week Martinus offered book titles from Marenéin PT Publisher with 25%
discount (Slesar, 2012a). This is just one example of special offers that Martinus agreed
with publishers. Company has really sophisticated discount policy in its online

bookshop.
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Although it is not directly a part of marketing mix, theme of prices does not end here. It
continues with postal charges and payment for the products. Martinus does not charge
customers for packaging but postal charges depend on order value, location and
payment methods. When value of order is up to 49.00 € and customer makes electronic
payment, postage is 1.99 € and postal charge for cash on delivery payment costs 2.79 €.
In case order value is over 49.00 € customers do not pay postage when using these
payment methods. However, delivery by GLS courier costs 2.79 € regardless of order
value. Personal collection in the bookshop is for free in terms of postage in case the
value of order is over 10.00 € otherwise customer is charged 1.50 €. Shipping costs to
abroad depend on the weight of the package (Martinus.sk, 2000-2012c).

E-shop customers can use for payment cash on delivery method, pay by credit card or
use internet banking. In case they decide to pick up their order in the bookshops of
Martinus there is a possibility to pay in cash, by credit card or gift cards (Martinus.sk,
2000-2012d).

Advantage of customers purchasing e-book is that they have the highest variety of
payment methods. Except of all the mentioned possibilities they can pay also through
SMS (Martinus.sk, 2000-2012d).

We can say shopping in Martinus is really easy and comfortable as there is a huge range

of payment possibilities. They have very well done discount policy.

Place

This element of marketing mix is in other words location where the products are
available for customers. Customers of online bookshop Martinus can find its products
on the web page of Martinus and in 4 bookshops which it has in different towns of
Slovakia. They are located in shopping centres and places with frequency of people.
These retail shops are run by CBR Martinus, s.r.o. (Martinus.sk, 2000-2012e) that
cooperates very closely with Martinus. According to M. Mesko (Blazej, 2011) they
would like to have more retail shops, however the final number is not as important for
them as the quality. He explains that their reason is a wish to have well-paid employees
as well as those who like their jobs and do not count minutes till the end of 8 hour shift.
They do not want to have the most bookshops in the book market but to have the best

ones. Atmosphere and willing of booksellers is important for the bookshop.
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M. Mesko and Andrea Meskova explained they want to focus on the quality of offer,
booksellers, environment, integration of the whole concept and its interconnection with
the internet. They add, thanks to these retail shops company can understand their
customers better (Augustin, 2011b). From our point of view their aim of nice and

pleasant environment is a good basis for building relationship with customers.

Customers can purchase products in the bookshop or pick up here their online orders
when they are received from the central warehouse. Martinus stores products in its
warehouse in Martin (Strba, 2012). Online bookshop uses for delivery of products to
customers Slovak post and GLS couriers. Since April 2012 Slovak post has made
achange in delivering and parcels are currently delivered by its couriers. Firstly,
customer obtains an information email from Martinus about the order with its posting
number. Afterwards he/she can use Track & Trace service on the web page of Slovak
post. It enables to see where the item is right now. Then customer will receive an SMS
from courier informing about expected time of delivery (Slesar, 2012b). Additionally,
some time after delivery customer receives satisfaction questionnaire via email from

Martinus. This provides company important feedback.

Martinus puts a great emphasis on logistics. As owners do want to earn fortune on the
company, they leave profit for investments and company does invest a significant
amount of money in logistics. (Strba, 2012) We presume their effort in this area helped
them to gain the top position on the book market.

Suppliers

Each retailing company needs some suppliers to have goods for selling. Martinus has
quite a large network of suppliers, approximately 500. In general, the bookshop has
very good mutual relations with them. We think it is not a surprise as M. Strba (2012)

told us that company pays all its invoices.
Michal Mesko (2012)revealed that majority of goods is in commission in their retail

shops and they pay for them usually in 14 days. He added that it is quite occasional that
they obtain maturity longer than 30 days. Online business is done a bit differently. They
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provide online orders of goods with minimum use of commission. Often, it happens that
they pay suppliers for goods even before they obtain money for them from customers.
We presume that suppliers can be really happy when doing business with Martinus

bookshop.

Promotion

Martinus makes overview of book market. It is obvious that situation on the market is
not absolutely the same in all four towns where Martinus has its traditional bookshops.
Their booksellers of given location know the best what is currently going on in their
area. Thanks to them company can immediately react on the situation. They are
involved in promotion of the company, they can propose sales and forms of advertising.
Other issue connected with promotion is loyalty programme. Martinus does not have
one yet but they would like to have. They work on it but they do not know yet what
would be the best way to retain old customers and avoid discouraging potential

customers. Problem is to find the model that would suit them perfectly.

However, marketing activities of Martinus are not performed only by themselves (Strba,
2012). One of the organizations that helps them with marketing is ZARAGUZA Digital.
Martinus campaign Day of unread books was created by this marketing agency
(HNmagazines, 2012). It was a very good and successful campaign so we can say it is
good that Martinus used outsourcing. Last year success of this campaign made Martinus
to decide to organize it again. This time they announced 31* August as a Day of unread
books. To enhance people in reading books that lay untouched on their bookshelves
Martinus will limit the access on their webpage (Kucerka, 2012). We really like this

idea, it is something unusual and interesting.

Thanks to our observation we can say Martinus is doing its promotional activities really
very well. At the beginning of August you could hear in the radio or find in the Forbes
magazine information about possibility to gain a gift card of certain value applicable to
the whole Martinus product assortment if you subscribe the magazine.

This e-shop is one of the few that communicates also through traditional media (Trend,
2011).
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We can see company uses various communication channels. These are e-mails,
newsletters, phones, blog and social networks. Emails with newsletters from Martinus
send to customers are customized. They are about the books and other products that
given person could be interested in the most. Bookshop uses for the communication
with people Facebook, Twitter and YouTube accounts. M. Mesko (Mravcak, 2012) says
that Facebook is not for them the primary marketing channel. They rather see it as

communication medium where they give people advice.

We definitely agree with Mesko (Trend, 2011) saying that marketing is much more than
advertisement. According to him it is also the way how you write email, how you
respond on complaint or whether shopping assistants smile at customers when they
enter the bookshop. This reflects personal approach of Martinus that makes them so
successful as people really appreciate it. Martinus quite actively uses advantages of
personal selling.

Moreover, we are in accordance with M. Mesko saying that direct, fast and open

communication is critically important (Mravcak, 2012).

Relating to communication of Martinus with people, we can say it is very good. They
always communicate in kind and friendly way. It shows their personal approach towards
customers.

When there is any problem or complaint, they try to quickly solve it in the most suitable
way for customer. Their call-centre and newsletters sent to customers’ emails also
reflect their personal approach. Retail shops of Martinus are not behind the online
methods. In the bookshops booksellers are willing to help you choose, find and
recommend books you are interested in. Martinus gives customers added value in the
form of personal approach and active communication with them. These are the

strengths of the bookshop that help them to differentiate from competitors.
Personal selling of Martinus supports creation of relationship with customers. This

personal approach and focus on customer satisfaction are important in these days.

Satisfied customer will recommend the shop to his/her friend, unsatisfied will not.
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As Tomas Braverman, Sales Director of Slovak shop Hej.sk, said even in this time of
social networks he has more trust in personal recommendation of his friend for certain
e-shop than to anonymous comment on the web (Mravcak, 2012). Majority of people

see it the same way.

Martinus thanks to its successful internet history offers thousands of book titles. To help
customers from getting lost in the vast offer, they created a blog on their webpage.
Here, they publish book news, tips for reading and reviews of books. On the blog can be
found also reviews of films and DVD, tips for films, articles, competition, sales etc.
Articles and news from Martinus are written in easy, friendly and interesting way. Very
often they put new articles about interesting events, news and competitions on their
blog. Martinus is really active and creative on the blog. Their blog is full of interesting
news and articles. They are written in a comfortable and reader friendly style.

We consider blog and activity of Martinus on Facebook as their strength. Summary of
the whole Martinus bookshop and its marketing provides a Table 6 showing its

strengths and weaknesses.

Avoid mistakes

In general, to be a successful company, you should learn from and avoid mistakes of
others from the past. ADMA Association of Digital Marketing Agencies (Macko,
[2012]) recommends to avoid few things on social networks.

Firstly, you should offer things customers are interested in, not you.

Secondly, communicate with people in their language, use their way of using the
language and be short and clear.

Finally, build arelationship with your fans on Facebook. If you gain 5000 fans
overnight but they do not really like your company, they are useless for you. Openness
on social networks can be a risk for you if you want to hide something. However, the
openness, friendly attitude and quick responses can be a great contribution for your

company. Customers will like you and consider you the better than the others.
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Table 6 Strengths and Weaknesses of Martinus (Source: own elaboration)

STRENGTHS WEAKNESSES

+ Leader on the market No marketing department

» Brand name Quite high level of multitasking of

+ Certificates and rewards employees

* Young and loyal employees Not formalised marketing strategy

» Very good, friendly relationships Low offer of e-readers

between colleagues and with suppliers Only 4 traditional bookshops

+ Very good information systems of
orders processing

* Logistics

* Providing very good services

 Focus on customer satisfaction

+ Personal approach — added value

* Innovative attitude in marketing

* Lot of payment methods

» Very good web page

« Active use of blog and Facebook

These are just few tips for social networks. Ignoring them can be a threat for
a company. Thanks to interview with M. Strba (2012) who is responsible for online
shop of Martinus and our observation we can evaluate whether the bookshop is
successful in avoiding such threats. As we now focus on social networks, it should be
mentioned that Martinus has its profile on Facebook and Twitter. To consider the

threats avoiding we will focus on their Facebook profile.

On Facebook Martinus puts information about new coming books, interesting events
and exhibitions, shares links on some curiosities from world of books, announces new
competitions and many other things. Number of “Likes” that has each item posted on
the Martinus Facebook profile shows that people are interested in that. Number of

comments also reveals their interest in the topics.
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In Martinus works a person responsible for their Facebook profile. He discusses there
with people and finds out what their preferences are.

Facebook is the way that helps them the best to be in instant contact with people and
gain their favour. This social network is a very good tool for Martinus that helps them to
create relations with people and spread awareness of Martinus brand. It helps them in
their CRM. In Martinus, there are aware that when merchant wants to gain customers it
is important to be active also on social networks (Mravcak, 2012). Martinus uses

Facebook quite actively. They have rather benefits than problems from Facebook.

Last year Martinus was even the winner in competition of marketing and
communication solutions on Facebook — FbRulezz 2011. Martinus was the best in
communication on Facebook (FbRulezz, [2011]). We can conclude that the bookshop

is really successful in avoiding the mistakes on social networks.

2.7 SWOT ANALYSIS

Following SWOT analysis is aggregation of previous analysis offering information
about the most significant internal and external factors influencing the company
concerning our issue. It provides strengths and weaknesses of Martinus as well as

opportunities and threats of external environment, see Table 7.
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Table 7 SWOT analysis (Source: own elaboration)

Strengths

Weaknesses

Leader on the market

Brand

Very good logistics and information
system of orders processing

Very good, friendly relationships
between colleagues and with suppliers
Personal approach — added value
Innovative attitude in marketing and
focus on customer satisfaction

Lot of payment methods

Very good web page

Active use of blog and Facebook

No marketing department

Quite high level of multitasking of

employees

Not formalised marketing strategy

Low offer of e-readers

Only 4 traditional bookshops

Opportunities

Threats

Growing market of retailing and
internet retailing

More and more people tend to visit
shopping centres

Loyalty programmes

High internet penetration

Almost all internet users use internet
also for online shopping

Internet is used mostly by people from
18to0 39

More books bought online
Increasing sale of electronic books
One competitor was proposed for
bankruptcy

« Slovak & EU laws and regulations

« Government proposes new laws and
changes old ones

« Austerity measures of government

* People are price sensitive

« Seasonality of book market

« Strong competitive environment in

retailing

« Competitors copy steps and campaigns

» Number of traditional bookshops of
competitors

« Loss of data due old technology
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3. Proposals

In the previous part of our work we analysed internal and external environment of
online bookshop Martinus. Thanks to the analysis of the company we found out they are
really successful company and the way how they do things works perfectly. For such a
company it is hard to propose improvements that would significantly influence them as
they already have a top position on the market. The SWOT analysis that you can find

above provides a brief overview of the most significant factors for our work.

Firstly, we would like to tell that company is not able to change political and economic
threats of external environment. Despite laws and rules, whether Slovak or from
European Union, are always limiting and prescriptive, companies have to adopt them
and behave in accordance with them. Although the company cannot change or prepare
in big advance for changes in legislation, it should adopt it them as soon as possible.
Austerity measures of government can bring changes that can affect companies in some

way and usually do not please them.

Secondly, technological environment can represent threat for a company as well.
Technologies are every day better and better so it is necessary to follow the trend of
technological development to avoid any possible damages and losses because of using
old technology. We can say that Martinus is quite successful in moving with
technological changes. For internal communication they use special network for
companies that resembles Facebook. Thanks to their investments in logistics they have
it at very good level. Technological environment represents also opportunities,
especially for online shops. As Martinus is online bookshop it welcomes the fact that
there is a high internet penetration in Slovakia. It means there are lot of people who
have access on internet. Thanks to almost all internet users who exploit this technology

also for online shopping, market of internet retailing grows so the retailing overall.
With growing retailing and technological opportunities of internet is connected number
of retailers. Their number increases, this intensifies competition and makes it even

harder to gain a good position on the market. To say it simply there is strong
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competitive environment in retailing. Logically, retailers and e-shops on book market
compete as well. Although people are getting more comfortable with online shopping,
they like shopping centres as well. They tend to spend more and more time. Slovaks like
e-shops and traditional shops too. Here starts the weakness and threat of Martinus. They
have only 4 traditional bookshops. Main competitors of Martinus have much higher
number of traditional bookshops, more than 25. We know that Martinus wants to
increase number of their bookshops and looks for a good location.

We recommend them to locate their next bookshop in a shopping centre. By this, they
would lower their weakness using an opportunity of external environment.

The simple structure how the process of opening new bookshop could look like is as
follows.

The very first point is decision where the bookshop will be. We propose to open the
bookshop in shopping centre Galéria KoSice. Reason for this location is that KoSice is
second largest city in Slovakia, Slovaks tend to spend more time in shopping centres
and there is no bookshop in this shopping centre. Moreover, all the bookshops of
Martinus are situated in the western part of Slovakia so that it is time to expand on the
east. We presume it would be best to manage to open the retail shop few weeks before
Christmas to have higher sales through the very first weeks of the bookshop. In order to
do so Martinus should start dealing with management of shopping centre in September.
We presume the negotiation will take 4 weeks and manager of bookshops division will
have to travel to KoSice 4 times. Because of the distance from headquarters of Martinus
she will spent the whole one working day on one negotiation and transport. They would
gain a contract for the place with rental costs including utility expenses being 1 000
€/m? valid since 1% October. Running costs of the bookshop in Kosice would be
200 000 € per month. In October, Martinus can start looking for employees for this new
bookshop, make necessary construction and building work and bring equipment of the
bookshop. We propose to outsource the finding of four new booksellers. Company
should use for it a personal agency that has a good experience with. It would be suitable
to have more than 2 employees in the new bookshop so that we propose to hire 3
seasonal workers who can choose Martinus itself. Moreover, in October Martinus
should choose a marketing agency that would give the best offer for realization of

advertisement about Martinus opening new bookshop in Kosice. First two weeks of
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November the company can bring books and other products to prepared bookshop and
put them into shelves and on the tables. Offer of the products should be the same as in
other bookshops of Martinus. Through this time the four hired employees would be on
training in Martinus bookshops located also in shopping centres in other towns. On the
beginning of November should start advertisement campaign. We suggest opening of
the new bookshop in shopping centre Galeria Kosice in the half of November. People
would have time to explore products of new bookshop in the city and buy books for

themselves or as Christmas gifts.

Table Estimated costs before opening of new bookshop

TASK COST (€)

transport & negotiation 700
rental costs October 200 000
rental costs November (adv.) 200 000
construction & equipment 60 000
recruitment (agency) 2 000
recruitment of seasonal workers 128
administrative costs 150
2 weeks training wages 1920
choosing of marketing agency 100
advertising campaign (agency) 5000
delivery and placing of goods 3000
TOTAL COSTS 472 998

Total cost of preparation and opening of new bookshop are estimated to be 472 998€.
We assume this retail shop of the company would support their brand and spread brand
awareness. According us, this new bookshop of Martinus would increase the portion of
market which they serve from 15-20% to 20-25% of the market.

Talking about book market we would like to add few its characteristics. The most
significant is seasonality. Highest sales of books are at the time of Christmas, rest of the
year is weaker. This seasonality and price sensitive of people are the threats that

Martinus is trying to defeat by its discount policy and various actions and campaigns.
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These marketing activities are done by people from Martinus or they use outsourcing
for their realization. Martinus is a company where all the employees are involved in
doing marketing somehow. This integration of the whole company into marketing is
good. Bookshop focuses on customers and their satisfaction. Martinus actively uses its
blog, communicates with people on Facebook, gives them added value in form of
personal approach whether in sending newsletters or dealing with complaints. We can
say thanks to this they managed to create a successful brand, gain popularity and be a

leader on the book market.

As we mentioned all employees being involved in working on marketing we want to say
that we consider it as a slight weakness of the company. Meaning that employees have
their duties and responsibilities that are the main work focus of their individual work
positions. We appreciate that Martinus supports creativity and wants to give people with
good ideas opportunity to realize them but according to us sometimes it can prevent
them from doing their primary job content. We consider the level of multitasking of
employees and overlapping of tasks in Martinus as a small weakness of the bookshop.
According us, it is connected with not having a separate marketing department in the
company.

We propose to create separate division of marketing in Martinus and employ one
senior marketing manager. We suggest that the department could have one manager
and 3 subordinates. One of them would be the Social Media Marketer that already
works in Martinus and other 2 people would be chosen from employees that currently
work for the bookshop. They would be just transferred. We propose to replace them by
new employees. CEO, Michal Mesko and Martin Strba would be responsible for
creation of department, transfer of current employees and hiring of 3 new people.

We know it will cost something but it will be worth it according us. We suggest
Martinus to create the marketing department through 2 months — January and February
2013. It is after Christmas, the time of big sales. In the next year things get calm and
people in the company may have more time to focus on it. The process should have
following steps.
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Firstly, at the beginning of January put job offer for the position of senior marketing
manager on 3 job portals and announce employees through company network Yammer

a new job opportunity to work in a marketing division that will be created in March.

Secondly, in the middle of January start interviewing candidates. At the end of month,
company should have been decided about which two employees that were interested in
working for marketing department it will choose. In case that there was not enough
interest for these two jobs, recruitment men should ask employees who they consider
the most suitable for work in this division whether these employees do not consider
changing their current positions for job position in marketing department. We believe
that at the beginning of February department creators will know which two employees

will work there.

Then, use job portals again to announce two vacancies for job positions that will be
emptied by transferring employees. Martinus will have two weeks to choose these two
people and next two weeks to train them. The training will be done by the transferring

people who will work at that position till the end of February.

Additionally, candidates for the position of senior marketing manager will be
interviewed whole month to have enough time to choose the best one. At the end of
February, Martinus should have had chosen one senior marketing manager and two new
and trained employees who will replace the current employees at their places.

Another necessary activity for creation of the department is to prepare the office. We
suppose that Martinus has available place in its headquarters where the office can be set.
Last two weeks of February in order to furnish the office, company will have to
purchase few items and arrange the office. Necessary equipment to be bought are 3
tables, 3 chairs, 3 telephones, 3 lamps,1 printer with scanner and stationery. Costs of the
process of creation of marketing department till its start its operation on 1% March will
include costs of time spent for recruitment, costs of equipment and salary of two weeks

of training.
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Table Estimated costs of marketing department creation

COSTS
TASK (€)
job vacancy announcement on 3 job portals - senior marketing
manager 230
announce Martinus employees creation of department with 2
vacancies 32
interview candidates - employees 128
annoucement of 2 job vacancies on 2 job portals 150
interview candidates for realesed positions 256
2 weeks training of new employees 1025
interview candidates for senior marketing manager position 294
selection and hiring 82
equipment of department office 850
3 laptops & software 1350
arrangement of office 80
TOTAL COSTS 4477
additional communication with chosen employees 82
TOTAL COSTS 4559

Based on our calculation we presume that the estimated costs of creating marketing
department would be 4477 €. In case there was very low interest of employees to
change their work positions and additional communication with the most suitable
employees for this work was necessary, the total costs of creating marketing division
would be 4559 €.

Financial revenues from this proposal are hard to figure out as it is some kind of
reorganization. It will be good for company to have people focused explicitly on
marketing but it is unfortunately impossible for us to assess the value it will bring to
company in the financial form. Benefits for the company are rather long-term.
Employees in this department will become very experienced and skilled in many things
dealing with marketing. They will be able to quickly choose the best way of promotion,
what prices to set at given occasions, which products to choose for promotion, what are
the most favourite books for teenagers and many other things. All their skills will enable

company to better and more quickly react on changing situation on the book market.
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According us, they will help to spread the brand awareness of the company and gain
more loyal customers. All this will definitely increase the turnover and profit of the

company.

Based on analysis of Martinus and their way of doing marketing we found out next
small weakness. They do not have marketing strategy in a formal way. They have rather
attitude.

We have to admit that they are successful with their attitude. Although Martinus does
not have any formal and written marketing strategy we can say company is market
leader in terms of marketing strategies. Their competitors are rather market challengers
and followers. It is thanks to innovative approach of Martinus in marketing. This
approach is very good because it helps them to differentiate from competitors. It gives
them a competitive advantage. Automation of marketing activities is very hard to
implement in this company, mainly because it does its marketing activities in a very
spontaneous and unrestrained way. Despite being aware of that, we just want to
recommend slight formalization of their attitude by writing it down. We presume that
they it is possible to formalise a bit their marketing “strategy” and keep them flexibility
to react on the market.

We propose to write down basic rules of their marketing attitude. It will be like a
marketing strategy in points. It will be a guide for them and any new employees in the
future. The process to create is simple. As division of Projects among other divisions is
connected with marketing the most we suggest the head of this division to be
responsible for it.

Firstly, this person will choose time and place, and secure refreshment for a conference.
Few days before the conference he will send an invitation to participants with
information about the program via Yammer. He will ask them to think about possible
basic characteristics of the attitude of Martinus in doing marketing activities. We
presume it will take 2 hours. According to us this session should last 6 hours to have
enough time for discussion. There will be 5 participants namely CEO, head of Projects
division, Social Media Marketer, manager of Division of bookshops and e-shop

manager. After the conference manager of Projects will write down the basic rules for
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which they decided. We presume this writing up and distribution to other employees via
Yammer will last 2 hours.

We are not able to estimate the profit for company from realization of this idea but we
are able to calculate its costs. For calculation of costs connected with it we use financial
value of time spent on it, presuming the average hour wage of participants is € 17. Total

costs are projected to be 598 €.

TABLE Costs of writing down basic rules for marketing strategy

Activity Number of Time (hours) Unit cost (€) Cost (€)
people

Preparation 1 2 17 34

Discussion 5 6 17 510

Writingupand |1 2 17 34

distribution

Refreshment 20

TOTAL €598

COSTS

For showing a timetable we use Gantt chart.

preparation -

discussion

writing up and distribution

DAY 1 DAY 4

86




Analysis that we conducted revealed one more, we can say weakness of company.
According us their currently available offer of e-book readers in the amount of 7 types
is low. Currently, their customers can buy white Liris 6°> E-Ink reader, silver
PocketBook 622 Touch 6’ E-Ink reader, white Jinke Hanlin A6 6’ SiPix reader, black
MReader EB-605 6’ E-Ink reader, black Prestigio Nobile PER3562B 6°* E-Ink reader,
white Pocketbook PRO 926 9.7°” E-ink Vizplex reader and SONY PRS-T1 6’ E-ink
reader (Martinus.sk, 2000-2012f). On the web page, there are shown also next 3 e-
readers (blue Bookeen Cybook Opus 5’ E-Ink reader, black Prestigio Libretto
PER5162B 6’ E-Ink reader and black Prestigio Nobile PER3162BN 6°* E-Ink reader),
but they have a status of being sold out and probably will not be available any more.
Martinus has a very good relationships with its suppliers so there must be some reason

why do not make these 3 models available.

Today book market is not only about printed books but electronic books as well. They
are becoming more popular. Market of e-books represents potential for the future so
they should exploit this opportunity. That is why we propose to extend the offer of
readers of electronic books. We are sure that company has somebody who makes
researches about products and review of the market.

We suggest to make this research men responsible for monitoring demand of their
customers for e-readers they do not offer, to find out what are the most popular e-
readers on the market that support EPUB and PDF formats of books with Adobe DRM
and which are offered by competitors and at what prices. We recommend to do it
3 weeks in September, spending 12 hours per week. At the end of month research man
should choose 5 types of e-readers which they will offer. Last week of September
warehouse manager and CEO of Martinus should find suppliers and set prices. We
suggest to sell these products cheaper than competitors and to prepare an advertisement.
They can use outsourcing for realisation of advertising campaign.

Our proposal is to find some external organisations with good offers for this campaign
and choose the best one. We think it would be good to focus on students as they start
going to universities usually from the half of September. They spend few hours a every
week travelling between university and their home towns. We presume they would

appreciate a possibility to read during travelling from something smaller and lighter
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than laptops. At the beginning of October, e-shop manager can add these products to
their offer. Firstly, we recommend research man to monitor which are sold the most and
then tell warehouse manager to buy 10 pieces of 2 most popular to have in the stock.
After two months, at the end of November, they can make evaluation and compare sales
of these new models with old ones. We presume this extension of offer of readers of
electronic books will increase sales of Martinus. Success depends on good choice of
e-readers, price and outsourced advertising campaign. We believe Martinus previous

experience will help them to make good choices.
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4. Conclusion

The purpose of the diploma thesis was to analyse marketing strategy of the company
and to develop proposals for its improvement. We have set analysis of company and its
external environment as sub-goals to support achieving our main goal. Overall
environment in the country and the market where Martinus operates were under our
examination. Conducting analysis of internal and external environment of the company
we presume we managed to meet the sub goals of this paper. In our work we focused on
activities of Martinus bookshop in marketing and tried to identify their marketing
strategy. Based on the results of our analyses we developed few improvement proposals
for the bookshop. Presenting a brief plans how to elaborate our ideas for improvement
we believe we managed to fulfil the goal of our diploma thesis.

Starting our work with theoretical background we provided the basics of analysis and
deciding about competitive strategies in the field of marketing. Major part of our work
was analysing of the Martinus and its environment. Thanks to interview with Martin
Strba, employee of the bookshop, we managed to gather important and interesting
information about the bookshop. We found out that their attitude and process of
operating on book market makes them leader on the market. Analysing company and
their marketing, we looked at their products, prices, places where they sell these

products and what ways they use to support sales.

Nevertheless their successful operating, based on all previous analysis we managed to
find out their strengths and weaknesses as well. We revealed opportunities and threats
of external environment. There were more of them so we picked up just the most
important from our point of view. Using the results of all the previous analyses we

developed proposals.
The first recommendation we evolved was to open a bookshop in one shopping centre

in KoSice. We estimated costs of its creation and made suggestion what will be the

benefit for the company.
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Second proposal was to create a marketing division and to employ somebody
specialised in marketing — a senior marketing manager. Although the creation of
department and finding the most suitable marketing manager for their company will

take time, money and effort, we are sure it will bring them long-term benefits.

One our advice, the most directly connected with marketing strategy, is to write down
the basic rules of their successful marketing attitude. It will preserve them the ability to
flexibly react on the changes in the environment and it will be a good guide for all their

employees dealing with marketing activities.

As we looked on their product assortment and situation on the book market, we had to
recommend them to extend the offer of electronic books readers. It can be a bit costly to
have inventory of such products but it is really good opportunity on the market and
should be exploited.

Main objective of this work was to develop proposals to improve marketing strategy of
the Martinus bookshop and we hope we managed to make good proposals. We think our
ideas will be useful for company and will bring valuable rewards for company — the

customers’ orders.
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