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Marketingova analyza u vybrané spolénosti

Souhrn

Tato bakaléska prace je zadena na marketingovou siitrd analyzu, jeji
charakteristiku a jeji jednotlivé kroky, prezentog@ana energetické spohosti Prazska
plynarenska, a.s.. Cilem je objasniileZitost znalosti vnihiho a vijSiho prostedi
podniku, sledovat dynamiku trhu, na kterém firnigqbi a wit vlivy, pusobici na okoli
podniku.

Prvni ¢ast této prace je zatiena na obecnou charakteristiku marketingu,
marketingoveé situmi analyzy, proces teni vhodné strategie pro podnik a na vymezeni
jednotlivych specifik marketingu v energetickéntmyslu.

Druha, praktick&ast, je jiz zan'‘ena na marketingovou siitrd analyzu, které Ize
dosahnout vypracovanim analyz, vhodnych pro jedrottrostedi spolénosti. Hlavnim
cilem této prace je prezentovat postup marketingswdaini analyzy na spobeosti
Prazska plynarenska, a.s., pomoci analyziwvifid a vijSiho prostedi, tedy analyzy
Marketingového mixu, PEST analyzy, Porterovy analgéi konkurerénich sil a nakonec
pomoci analyzy SWOT.

Kli ¢ova slova: Marketingova situéni analyza, PEST analyza, SWOT analyza, SWOT
matice, Portalv model @gti konkurerénich sil, Marketingovy mix.



Marketing analysis of a selected company

Summary

This bachelor thesis is focused on marketing sdonat analysis, its characteristics
and individual steps presented on the energy coynpamed Prazska plynarenska, a.s..
The aim is to show the importance of both interaatl external environment of the
company, to observe the market dynamism where ¢tmepany is operating in and to
identify the influences that affect the company.

The first part of this thesis describes the charastics of marketing in general
terms, the procedure of marketing situational asigjythe process of defining the right
strategy, and determines the aspects of markeiatgate specific in the energy industry.

The second part of the thesis is already concemmigdl marketing situational
analysis achieved through the elaboration of eguirapriate analysis suitable for the
given environment of the company. The main godhaf thesis is to present and show the
process of marketing situational analysis on P@apdjinarenska, a.s., by using analyses of
the internal and external environment such as Meagemix analysis, PEST analysis,
Porter’s five forces model analysis and SWOT aimlys

Keywords: Marketing situational analysis, PEST analysis,GManalysis, SWOT matrix,
Porter’s five forces analysis, Marketing mix.
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1. Introduction

Marketing is a very important process that needsetalone in your business especially in
the energy industry. This thesis will conduct am@ldwith the marketing analysis of the
energy company Prazska plynarenska, a.s.. Markeling analysis gathers information
from all marketing channels and consolidates b iome common marketing view. It also

shows how well the company has done in the marlsgiguits current marketing

techniques. As a first, this thesis will explaindaiocus on marketing from the general
point of view and then on concrete analysis of fkazplynarenskd, a.s., which nowadays
is one of the most important companies in the ntagkgaged in the energy industry in

Prague and almost in the Czech Republic as well.

The theoretical part of the thesis will deal witlnketing itself as a first and then the thesis
will also concentrate on individual marketing coptiens. Another thing which the thesis
will discuss is what does the strategic managemssdan and what should we imagine
under this term. There will be an explanation ofgk phases of strategic management,
and that it is important for the company to crestene concrete vision, define its goals,
gather all information and analyze it. The nexpstéll be an explanation of marketing
management and its individual steps. Finally, tleekating situational analysis, its general
process and implementation. The last step of ther#tical part will be the description of
marketing in the energy industry, showing up thgnificant features and differences

between the marketing in this industry and the ret@mg that we are accustomed now.

The practical part of this thesis will focus on ibasformation about the company
Prazska plynarenskd, a.s., followed by the elalmraif the marketing analysis of this
company. The first step will be the analysis of ititernal environment using the analysis
of individual components of Marketing mix, then thealysis of the external environment
using the PEST analysis and the Michael Portevesftirces model. Gathered information
will be used for the SWOT analysis development,onder to define the strengths,
weaknesses, opportunities, and threats. Finally,ldlst step will be the creation of the

SWOT matrix to select the most effective stratemyHrazska plynarenska, a.s..



2. Thesis objectives and methodology

The main objective of this thesis is to clarify ttieoretical concepts of marketing and
marketing analysis. To highlight the particular cpes that relate to marketing in the
energy industry and come up with a strategy acogrth all available information which

seems to be the most suitable for the company.

Using marketing situational analysis find out hova#ka plynarenska, a.s., is worth on
the market, discover its strengths and, on therotiaad, its weaknesses, look at the

opportunities that should be taken into accountwaidh threats to avoid.

The thesis will use mainly comparative and desempimethods, marketing analysis,
specifically the analysis of an external and indémnvironment (PEST analysis, Michael
Porter’s five forces analysis and Marketing mixlgsia) and last but not least SWOT
analysis, the interpretation of results using SW@atrix and the determination of

appropriate strategy for the company.



3. Literature Review

3.1 Marketing management

3.1.1 Marketing

.Marketing is managing profitable customer relatgmps.” (Kotler, Armstrong, 2004)

We can understand marketing simply as the procgsghich companies create value for
customers and build strong customer relationsmmsder to capture value from customers
in return. The sense of marketing is to satisfytamer's needs throughout many steps;
development of products, assess the goods, distibwf products, promote them
effectively and sell easilyMarketing is a set of tools that work togetheratsfy customer
needs and build customer relationships. It is aab@nd managerial process by which
individuals and organizations obtain what they need want through creating and

exchanging value with others (Kotler, ArmstrongD2

Main marketing activities include:

e Buying,

* Selling,

* Delivery and transportation,

» Distribution,

e Storage,

* Financing,

* Advertisement,

« Standardization and classification of products &ediog to their quality,

* Ensuring market information (customers, competijteto.) (Kotler, Armstrong, 2004).

“If the marketer does a good job of identifying samer needs, developing appropriate
products, and pricing, distributing, and promotitlgem effectively, these good wills sell

very easily.” (Philip Kotler)



3.1.2 Philosophy of marketing management

A company must have precisely defined specific g@ald interests and this definition of
targets come out from the corporate philosophyefpnise carries out certain activities
through which fulfills functions for which it wastblished. Enterprise functions are basic
areas of community activities in which the compdegls. All these interests make up the

so-called conception. The business consists ofraksencepts (Jakubikova, 2013).

Production Concept

One of the oldest business concepts. Based on shiemgtion that consumers prefer
products that are widely available and inexpensivee main objective of management
must be efficient manufacturing and distributiorhisT concept can be successful when
demand for a certain product exceeds supply andages are looking for ways to

increase production or to increase productivity aediuce production costs. This

production concept found wide application in HeRord’s motor company and in Bata in
Czechoslovakia (Jakubikova, 2013).

Product Concept

Product concept is based on the assumption thdabraess favor products that offer
the most quality, performance, reliability, or ivative features and are interesting
and modern. The company should devote sustainedstb care for product innovation,
to improve their parameters and properties. Theswmers are more likely to be loyal if
they have more options of products or they get modbenefits from
the product of the company. However the productcephleads to a kind of blindness,
managers do not realize that there are usuallytitutes for their products (Jakubikova,
2013).

Selling Concept

The selling concept is based on the assumptionctistomers will not buy the products of
the company in sufficient amounts unless the sél¢hese products will be properly
supported and extended. Consumers will buy prodouehg if the company aggressively
promotes or sells these products. Off course,idta of marketing, we know that selling

is not the only tactic to sell your product. Yowhdo focus on marketing as well. The aim



of the managers is to sell what has already beeduped, not what the consumers want
(Jakubikové, 2013).

Marketing concept

The marketing concept is a relatively young busingsilosophy focused on needs and
wants of target markets and delivering value betitemn competitors. The marketing
concept believes in the pull strategy and saysybatneed to make your brand so strong
that customers themselves prefer your brand overyewsther competitor. This can be

achieved through marketing (Jakubikova, 2013).

Societal Marketing concept

The last and more familiar business concept is dbeietal marketing concept that
nowadays is considered to be the latest one amdrntly is increasing in most developed
countries. It solves the problems of the contemmyosasorld, such as environmental
protection, medical research etc., and focusesemusiand wants of target markets and
delivering value better than competitors that pnesseéhe consumer’s and society’s well-
being. The goal of this concept is to improve thliy of life and social responsibility
(Jakubikové, 2013).

3.2 Strategic management

3.2.1 Strategy

»The essence of strategy is that you must setdiontwhat you're trying to accomplish”
(Michael Porter)

Specifically, business strategy defines what needbe done to meet business goals.
A Strategy is important for any business. Dealhvaissumptions for the creation of an
effective strategy, its implementation and evatratif an organization want to succeed in
today’s competitive environment, it is necessargréate such a procedure which will be
competent and good quality. A crucial role is thpayed by the strategic management
(Mallya, 2007).



Any company that wants to succeed on the market olearly define its vision, mission,
and individual goals. According to them, then pextewith developing the strategy.
Management must be able to answer questions suatheh activities of the company are
crucial; what the company seeks to achieve in g lenm, what products or services the
firm sells or offers; in which market to sell thageods or services, and many other aspects
(Mallya, 2007).

3.2.2 Definition of Strategic Management

.Even a great marketing strategy can be sabotagegdor implementation.” (Kotler,
Keller)

Strategic management is an area of managementeicos long-term planning and

direction of the organization. Strategic managemeiie organization ensures that things
do not happen randomly but according to pre-pldripag-term plans. It is meant as a
process of making plans, that are essential for dbepany relating to its further

development. This process is very important fogdacorporations, small and medium-
sized enterprises. In this case, it does not mattether they are already well-established
businesses or are trying to take a position in aketaas a newly founded. Strategic
management is the job description of top managemeérise main role is to make serious

strategic decisions (Kotler, Armstrong, 2004).

For such decisions, it is necessary to controlrtgbkt strategic thinking. This thinking
is not inborn, and every manager needs to learntahoStrategic thinking means being
able to recognize all the possibilities and prolderhinternal and external environment, to
be able to motivate their employees and take adgantf all their potential (Kotler,
Armstrong, 2004).

3.2.3 Process of Strategic Management

Strategic management process is divided into firasps. The first phase involves

identifying of current corporate missions and goéistask is to ascertain the actual state

10



of a strategic management of a given company atetrdee exactly what this company
intends to achieve and the main reason for itgexte (Mallya, 2007).

The second phase deals with the strategic analf/siee external and internal environment
and sectoral organizations. When analyzing thereateenvironment, the organization
tries to find environmental factors and their imjpai the functioning of an organization.
Sectoral analysis of the competitive environmentherthreats from potential competitors,
the strength of customers and suppliers, the thofasubstitutes and the level of
competitive rivalry. In the analysis of internal magement figuring out what is the status
of all activities within the company and what ieithconsistency throughout the entire
value chain. The analysis of internal neighborhouiudes identification and evaluation
of the current mission, strategic objectives, aesults, but also the main strengths and
weaknesses of the organization. Management seekiemtify the key areas within the
company that need more attention or priority (Ma|I007).

The third phase is to formulate strategy througtiear set of reasonable actions, which
aims to assess the current mission and objectinestake corrective action if there

Is any deviation from the original expectations. eiftformulating the management tries
to modify the current objectives and strategietheforganization to be successful (Mallya,
2007).

The fourth stage is the implementation of a stmatéigat deals with harmonizing
organizational structures, systems, processes,wath. the selected strategy (Mallya,
2007).

The last phase is the evaluation and control osthegegy, which is designed to supervise
and monitor the development of the implementatibthe selected strategy and initiates a

corrective action if necessary (Mallya, 2007).
Application of concepts of strategic managementcfanpanies has numerous advantages

like the fact that the organization is activelyohxed in creating their own future instead

of waiting for what comes next and then might readt that is connected with the

11



increase in sales of products and services, inerpeditability and worker productivity
(Mallya, 2007).

3.2.4 Vision, mission and strategic goals of an aagization

~Companies worry too much about the cost of doiagsthing. They should worry about

the cost of not doing it.” (Philip Kotler)

An integral part of any business strategy is t@atea vision, mission, and individual goals,

whether short, medium or long-term (Mallya, 2007).

Vision

A vision explains the motivation of the company flee future and answers the question of
what the organization wants to achieve in the gitlihe vision actually expresses the idea
of the future strategic position of the companyisla general idea of the real form of an

organization in the future (Strach, 2007).

A vision in contrast to strategic goals is gengrapecified. But there must not be
forgotten the fact that it has to be real and aainbe confused with the wishes and dreams
of owners or managers. Sometimes it can be difficutletermine the vision, eg. due to the
huge interest in company’s internal processess lbften preferable to involve an
independent view of an external consultant or reihdp aware of the need to create a
vision and strategic plan (the ability to know wheat an organization needs a vision). The
vision requires every company, but it has hardly. diney think they have it, but actually,
the truth is different. A well-defined vision canlg help and it is never a bad thing. Serves
as a motivation for employees at all levels. Ilpractical and applicable in the market
environment, therefore, contributes to the creatiba competitive advantage, originality,

and uniqueness (Mallya, 2007).
Mision

»1he successful salesperson cares first for thearasr, second for the products.” (Philip
Kotler)

12



A mission of an organization is actually a way tthiave the vision. It deals with the
current activities of the company and can be charaed as a question of "who we are
and what we do?" In addition, it should include sdkimd of code, according to which the
entire organization and its employees behave ierdaimplement the vision. The mission

should specify what the company will seek to puisute long term (Mallya, 2007).

Its task is to set out long-term goals and maiatstjies that lead to achieving of an already
defined set of goals. The correct pre-defined rarssvill determine which direction the
entire organization will proceed and what it wilffdr from organizations with the same

focus. When defining the mission it is needed tengr these two questions:

* What is the purpose of our business?

* What should our business be?

The purpose of the mission is to provide all emphsya clear understanding of the focus

and relevance of activities of an organization (y&l2007).

Characteristic features of the mission are avditgbmotivation, specificity and a greater
focus on markets than products. This means thanargtions need their defined mission
to be realistic and thus achievable to motivatér bnainagement and employees at other
levels and not to be too general (generality woudtimeet the criterion for differentiation
from other businesses, and would not provide guwednr managers while driving their
organization). One of the most important missioh®ach organization is to satisfy the

customer (Donnelly, Gibson, Ivancevich, 1997).

Strategic goals

The goals of an organization must meet the expentbf many groups that often have
very opposing interests. The objectives charadespecific conditions, which the
company wants to achieve through its activities] @aso what level of competitive

position the company will have with its productghe market (Mallya, 2007).
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All targets should be formed in a manner that afloat a certain point in time
to determine clearly whether they came true or @ofals can be divided into general and
specific. The general objectives must not be inflairwith the mission of an organization
(Mallya, 2007).

Strategic goals should have a certain characteey Tdan be summarized under the

SMART rule, which means that they should be "smart”,dreet":

S — Specific— The Specific in SMART states that the objecs®uld be specific. It is
also necessary to specify how we want to penetntddhe market, the type of market, etc.

M — Measurable — SMART objectives, or for that matter any objeeti needs to be
measurable. The intent is to know whether the diveds on track or improvement is
required. It means how large part we want to doteimathe market.

A — Assignable— The SMART objective needs to be assigned to samelhe goal must

be acceptable by everyone who is going to be iragla its achieving.

R — Realistic— The SMART objective needs to be realistic. Thgactive should not be
what you want, the objective should be what you aameve. It is the need to realize that

it is even possible to meet the given goal.

T — Time-related — Goals are kept only by keeping a time limit. Sarly, SMART
objectives need to have the element of time invblvEhe SMART objective needs to
clearly specify the time and it needs to be timated. It is necessary to check whether
there is a fulfillment of these objectives over eatain time period or not (Jakubikova,
2008).

3.2.5 Analysis of the environment

Every company and organization conduct business iparticular environment. This

environment is affecting with varying intensity. rHousinesses, it is vitally important to

14



analyze in detail and to address these environmenflaences. The company must
analyze its own business environment so as to keaactly their position in the
environment that surrounds it, in order to anti@pachanges in the surrounding
environment and to be able to respond to these gesarin time. Analysis of the
environment uses principles of MAP, which means Ak, Analyze, and Predict"
(Jakubikové, 2008).

Situation Analysis

Situation analysis helps us define where we aredgtg currently, and what should be our
actions to progress further. Situation analysi® alseans forecasting the results if a
decision is taken in any direction. Involving salemethods of analysis, this concept
guides businesses on how to communicate the beméfibeir products to the needs of the

potential customers (Kotler, Keller, 2013).

Being based on both internal and external envirgrimihe situation analysis tells us
what is our organization’s and product’s positiowl #he options that we have to develop it
further. It can be said to be a very complex typaralysis and generally speaking, every
business plan, depending on its purpose, is goingne¢lude the situational analysis
concept. In this respect, we need to take a lookuatcurrent product, target market,
distributor network, competitors, financial anat/sind external forces. The way to look

into and evaluate those factors can be througkreifit models (Kotler, Keller, 2013).

The situation analysis is a concept comprisingeddht theories such as the 5C analysis,
PEST Analysis, Porter’s Five Forces, Marketing iuxi SWOT analysis. Some marketers
affirm that general situation analysis can be sunmed in a SWOT format. However,
from other experts point of view, it will be incent to look at the SWOT as a result of the
situation analysis instead of as a component (@fatler, Keller, 2013).

The 5C’s involve in-depth knowledge of the:
e company,
e competitors,

* customers,

15



+ collaborators,

» climate (Kotler, Keller, 2013).

We start by focusing on the company’s mission,ovisiand goals, its position in the
market, its performance in order to identify hovesessfully is the business fulfilling their
goals and strategies, and the last one consisfiitg product/service line (Kotler, Keller,
2013).

Following the evaluation of the company, we stadking into the competitors through
Porter’'s Five Forces (Kotler, Keller, 2013).

On the background of analyzing the customers, bl$a such as customer buying
behavior, distribution channels, quantity and fremoey of purchase, income level, market
size, and potential growth are just some of themwbith we should concentrate for a

reliable analysis (Kotler, Keller, 2013).

The last two components of the 5C’s are the cotlaioos, major consolidating part in
every business as they increase the likelihoohbéecing development and gaining more
growth opportunities, and the climate. The climeatéers to the macro environmental
factors which can be structured in the PEST amalysnally, a SWOT analysis will help
you exactly define the strengths, weaknesses, apptes and threats that face your
company (Kotler, Keller, 2013).

3.2.6 Process of marketing management

.Marketing management is the art and science ofodtay target markets and getting,
keeping and growing customers through creatingivdahg, and communicating superior
customer value.” (Philip Kotler)

The most important task for managers is to iderttily needs and desires of customers
which decide on the objectives of the organizatsanthat the goods or services are
supplied to the market faster and more efficietitign does the competition. Marketing

management is, therefore, a continuous processaiss, planning, decision-making,
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implementation and control which allows to achie® objectives and creates and
maintains long-term relationships with target custos. Basically, marketing management

is demand management (BartoSova, Krajnikova, 2011).

Marketing management is the process when consglarternal conditions and resources
and external opportunities leading to establishigngd achieving marketing goals
(Boutkova, 2003).

Marketing management is a continuous process whathdes following phases:

» situation analysis- covers the market research, market segmentatogeting,
positioning, performance analysis (PEST Analysiitét’s Five Forces analysis,
Marketing mix, SWOT analysis),

e strategic planning - includes the creation of the marketing mix and its
components, setting of sales targets (sales volupr&ing, identifying ways of
promotion and distribution,

* implementation - manufacture and sale of a product or service,

e strategic control - evaluating the results of sales, corrections of ketarg
strategies (Botkova, 2003).

In the planning stage are determined basic taskshwhill be within the framework of the
implementation phase transferred into concrete ymtsdand services. The control stage
verifies the correctness of the chosen progressctilin, the validity of the strategic
hypotheses, compares the planned tasks with thlpcachieved realization results and

highlights the need where to take potential coivedctions (Botkova, 2003).

In the marketing process, the stages are carriethanutual continuity and the succession
of stages can not be changed. The process is oong8nand the stages are understood
relatively independently within a single whole whimcludes both control mechanisms
and feedback (Batkova, 2003).
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Situation Analysis

This section presents relevant background datales,scosts, the market, competitors, and
the various forces in the macro environment. Howwaodefine the market, how big is it,
and how fast is it growing. What are the relevaends and critical issues? The situation
analysis describes the market, the company’s chiyabi serve targeted segments, and the
competition (Kotler, Keller, 2013).

Marketing situation analysis is a systematic andrdbgh, critical and impartial
investigation and assessment of:

e aninternal situation of the company with the engihan its marketing activities,

* a position of the company in the external environthith the emphasis on the

market analysis and the competitive analysis (Roua, 2003).

The analysis is performed at three time intervats examining:
« the last development,
» the current development,

» the possible future development (Bkava, 2003).

Strategic planning

Strategic planning presents the ability to creat@jntain and develop the links/bonds
among the marketing objectives of the company, d@stablished on the basis of its
mission and from it derived business objectives amtbng the chosen strategies for
achieving the objectives in relation to dedicatesburces, all within a variable competitive

environment (Botkova, 2003).

Planning process means the evaluation of specifigsiness situations, the
cognition/knowledge of the market and competitittre analysis and forecast of demand,
setting goals, creating alternative strategic diioes for achieving them, and build a
functional document - a plan that serves as this lohsnarketing management. It means to
align resources and capabilities of the enterpmsie market opportunities in order to meet
the business objectives (Bikova, 2003).
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Strategic planning is a process whose outcomewigitten document - a strategic plan
containing a specification of actions that the campmust implement in order to achieve
the stated objectives (Jakubikova, 2008).

Planning process includes the following basic steps
* marketing situation analysis,
» setting marketing goals,
» formulating marketing strategies,

» the marketing plan (Bakova, 2003).

Implementation

The process of implementing plans is based on l@cbompany management is able to
create the appropriate environment within the camp# support its implementation.
Company managers must motivate their employees whe involved in the
implementation of plans so that it is in their netg to achieve goals of an organization.
For this purpose, managers use the delegationtbbaty and responsibility, persuasion
and policy making (Jakubikova, 2008).

The basic logic of this process can be expressed tise systen©OSCAR as follows:
* O - objectives,
e S-— specialization,
* C - coordination,
* A —authority,
* R —responsibility (Jakubikova, 2008).

Strategic control

Controlling is an important management functionnt@iludes all activities through which
managers determine whether the achieved resulisspamd to the planned results. This
stage is important, especially in order to obtagedain assurance that the plans have been
successfully implemented. If the plans do not matdttn the results, it is necessary to

determine the cause and implement certain meaglakgbikova, 2008).
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From the perspective point of view we can distiggithree types of control:

* preventive control - We are focused on determining of quantitative qnalitative
deviations of resources used by the organizatiooovers management efforts to
increase the likelihood that the results obtainex favorable compared with the
results planned,

» continuous control - It is focused on the ongoing operation. Its taso determine
whether the operations are conducted in accordaitbehe stated objectives,

» Feedback control- It is focused on the final results. This typecohtrol can also
be used to monitor the market situation and asbégs for many important
decisions such as price reductions, the introdoatioa new product on the market

and implementation of large-scale promotional cagmsa(Jakubikova, 2008).

3.3Marketing situation analysis

Marketing situation analysis examines the develogméthe past and present and future,
examines both internal and external factors thay aféect the enterprise. To determine
internal strengths and weaknesses and externatshemd opportunities the situational
analysis uses SWOT analysis. This analysis sumpsaral the possibilities of the
company depending on its potential threat or spexeasions. From the results of this
analysis, the enterprise is able to recognizehallrteeds of the market to determine ideal
technological processes and maximize the utilipatod their labor capacity (Kotler,
Armstrong, 2004).

Situation analysis is a systematic, impartial intigdion of the internal situation and
examining the position of the company in the exdesnvironment. It tries to capture all
critical factors, which create the conditions fouskmess. Situation analysis allows
company management to realize what is the curiardt®n, what should be the focus in
the present and future, what are the priorities \@hdre the efforts should be directed in
the future. Based on the implementation of situnatianalysis a company can understand
its position in the surrounding environment, idgnimternal strengths and weaknesses and

external opportunities and threats (Kotler, Armsg,02004).
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For these purposes can be used the following agslys
* PEST analysis of an external macro environment,
» Porter’s five forces model analysis of an extemadro environment
* Marketing mix analysis of an internal environment,
o BCG analysis,
« SWOT analysis including both external and interealvironment (BartoSova,
Krajnikova, 2011).

3.3.1 PEST analysis

When we start thinking about factors that can after businesses, then there are a lot of
variables which will need to be evaluated befolgn a decision. There can be many

objectives of a firm wherein the firm might wantitdroduce a new concept, or conquer
other markets, or if it is a completely new busgeken plan its marketing strategy. In all

these cases, we will need to analyze a complexstame consisting of political, economic,

social and technological factors. It is also kn@gnPEST analysis (BartoSova, Krajnikova,
2011).

PEST analysis stands for the analysis of politeabnomic, sociological and technological
environment within a region or a country. The sanalysis is applied to understand the
overall business environment and accordingly desiignorganizational strategy. PEST
analysis is based on the characteristics of alreaglytioned aspects that individually or in
their interaction influence the solution of the ntléed problems of the external macro

environment (BartoSova, Krajnikova, 2011).

These are factors that can be influenced verg ldtlnot at all. PEST analysis is based on
the knowledge of the relevant factors for the depelent of the external environment of

the company in the past, monitors changes in tfesers over time and based on the
obtained data tries to predict future environmemfédcts on the company (BartoSova,

Krajnikova, 2011).
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The name PEST came from the first letters of eadof, which is the subject of this

analysis:

Political and legislative factors - political environment contributes to the
functioning of the economy, affects laws and th®mpliance, membership in
international and multinational organizations, $tete is also a major employer and
customer.

Economic factors - economic development heavily influences not orthe t
situation of enterprises but also the purchasinggpoof the population and the
structure of their expenditure. Important indicatare eg. the condition and
prognosis of important economic indicators - grdssnestic product, inflation,
unemployment, the exchange rate of the curreneygémeral government balance
of foreign trade and others.

Social factors- eg. demographic evolution, the age structuréhefpopulation and
its changes, lifestyle, and standard of livingolaforce characteristics, knowledge,
education, values and attitudes of people, mignadiad others.

Technological factors- the need to monitor technological conditiongha field,
adapt to new technologies and invest in technotdgievelopment, emphasis on

environmental factors (BartoSova, Krajnikova, 2011)

Examples of factors monitored within the PEST asialy

political:
o legislation regulating business,
legislation determining taxation (companies, indals),
regulations for international trade,
consumer protection,
labor rights,
rules and regulations governing competitive envinent,

governmental decisions, provisions, ordinances,

O O O O O o o

European Union regulations, any other internatidaalor regulation,
0 regulations to protect trademarks, patents, enunert
economic

o GDP, economic growth (general or specific sector),
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* social

o

O O O O O o o

o

consumer expenditure,
monetary policy (interest rates),

government expenditures,

policy against unemployment (minimum wage, unemmlegt benefits),

taxation (impact on consumer’s income and savings),
currency exchange rates,

inflation (impact on the costs and selling prices),

income distribution,

demographic factors (eg. age structure of inha&x,, accupation),

labor mobility,

changes in lifestyle (home office, more free time),
attitudes to work and leisure time,

education,

fashion and hobbies, fashion extremes,

cultural factors influencing the manner of useha product,

regional differences,

e technological

o

O O O O o o

government expenditures on research,

industry focus on improving technology,

new discoveries, patents, development of new tdojgres,
the rate of technological wear,

energy consumption and energy costs,

the effect of changes in information technology,

the Internet, satellite communications (BlaZzkov@)2).

3.3.2 Porter’s five forces model

»The essence of strategy is that you must setdiontwhat you are trying to accomplish.”

(Michael Porter)

When doing a situational analysis is appropriatecimplete it by conducting a research of

the competitive micro environment. The company sedd determine important
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characteristics of their competitors, especiallgirthstrategies, goals, strengths, and
weaknesses. When analyzing the competition itwssadle to monitor not only the market
share but also the share of awareness and pogul@enerally, according to Kotler, we
can say that the company, whose share of awarearasspopularity rises, inevitably

increases its market share and reaches a greafealpitity (Kotler, 2001).

The Michael Porter’s Five forces analysis framewsrkised to analyze an industry, and
more specifically, the external business environimanthe industry. The five forces
framework tells us whether or not we should enteinaustry, and also if we enter it, then
what can be the challenges faced by us. The badisedfive forces analysis model is
competition. This model is used when we are engeaim industry where there is already a
lot of competition. Anytime we enter an industryjs understood that there will be other

players who might hold their own aces up theirgsgKotler, 2001).

The concept of attractiveness in Porter’s five foes model

The key driving force behind Porter’s five forcesdrl is to determine the attractiveness
of the industry. An industry is said to be attraetif the five forces are arranged in such
a manner that they drive profitability. On the othend, the industry is said to be

unattractive if all the five forces are interconteecin such a manner that they cause
the profitability of the company to drop. Therefottee result is that we should avoid entry
into the sector, which is unattractive or, at leéate the precautions while entering such

an industry, where profitability is low (Kotler, D).

The Porter’s five forces analysis model
The essence of the method is forecasting of thepetitive situation in the surveyed sector
based on the estimation of the possible behaviatheffollowing subjects and objects

operating in a given market and the risks facirggdgbmpany.

e Intensity of rivalry - their ability to influence the price and the quignof the
given product/ service being offered,
* Threat of new entrants -the possibility that they enter the market andciftee

price and the amount of quantity offered,
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» Threat of substitute products -the price and the quantity of products/ services
being offered capable of at least partially repldeegiven product/ service,

« Bargaining power of customers/ buyers their ability to influence the price and
the quantity of the product/ service demanded,

» Bargaining power of suppliers -their ability to influence the price and the amount

of necessary inputs being offered (Kotler, 2001).

Intensity of rivalry

The intensity of rivalry means the intensity amaognpetitors who are already existing in
the industry. If the rivalry is too intense, itnatural that the firm’s profitability will drop.
Such industries will have high barriers to entrygl dience establishing in such industries
will be difficult. The attractiveness of the markgetiower when there is a larger number of
strong or aggressive competitors or if there igladr slowdown in sales growth. Then it is
not possible to fully utilize the production caggcifixed costs are high and if the exit
barriers of the sector are too large, it leadsifgtance to price wars. Rivalry among
existing firms is the result of efforts by enteg@s in order to improve their market
position. Rivalry increases when there exist aolotompeting companies approximately
equally large and strong, the rate of sector gras/bw and the increase of market share

is possible only at the expense of competitor (@ava, Krajnikova, 2011).

Rivalry determinants:

* a large number of firms - too many firms incredse ¢competition in the industry
causing profitability to drop,

* slow market growth - even if there are limited @esy and the market growth rate
is slow, there will be high levels of competitionthe market,

* high fixed costs,

* high exit barriers,

» product differences,

* informational complexity,

* many other factors (BartoSova, Krajnikova, 2011).
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All of the factors above can cause high competitiothe industry which is not good for a
new business to be established (BartoSova, Krajaik2011).

Threat of new entrants

This threat exists in all industries. The indusatyractiveness increases when there are
barriers to entry. For example, in the import/ exgmusiness exist a lot of barriers with
regards to government policy. Thus, an establistwdpany will see new entrants as a
lesser challenge as compared to an existing cotopelo avoid new entrants, and to keep
the industry profitable, the industry needs severary barriers in place (BartoSova,
Krajnikova, 2011).

If the entry and exit barriers are high, the prefitential is also high, but in the case of
failure may occur a risk of economically challergyiparriers to exit. If the both barriers

are low, companies can easily enter into the inglstd get out, but there is usually a low
profitability. If entry barriers are low and exiaiers are high then the result leads to

unused capacities and the stagnation of incomeso®@wa, Krajnikova, 2011).

The seriousness of the threat of new companiesriegtexisting markets is mainly
influenced according to Michael Porter by:
» economies of scale,
* brand identity,
» capital requirements,
» absolute cost advantages,
0 proprietary learning curve,
0 access to necessary inputs,

0 proprietary low-cost product design,

government policy (BartoSova, Krajnikova, 2011).

Threat of substitute products
Substitute products replace other products, reduises and thus the profit of the
company. It is, therefore, necessary to closely itnprthe developments in prices of

substitute products. Porter defines competitivesguees and competition in the market.
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Market rivalry depends on fundamental forces (caimgrs, suppliers, customers, and
substitutes) and their interaction. The result béirt effects is the profit potential

(BartoSova, Krajnikova, 2011).

Determinants of substitution threat:
* relative price performance of substitutes,

* buyer propensity to substitute (BartoSova, Kraju&kd011).

Bargaining power of customers/ buyers

Here we must consider the question of how straentheé position of buyers. Customers
can significantly affect the profitability of indirg by pressure on the price or quality of
the production sector. Customers push down thegriequire a higher quality of products
demanded and cause tension among competitors. Béxgaining power tends to be high
if they are concentrated and organized, if theeesaibstitute products, and if the price of
given products is only a small percentage of ttwal acquired amounts and an important

item of total sales for a company (BartoSova, Kikagma, 2011).

Determinants of buyer power:
e buyer concentration vs. firm concentration,
e buyer costs,
e buyer information,
* substitute products,
» product differences,
* buyer profits,

» price/ total purchases (BartoSova, Krajnikova, 3011

Bargaining power of suppliers

The bargaining power of suppliers is also descria@dhe market of inputs. Suppliers of

raw materials, components, labor, and serviceh(as@xpertise) to the company can be a
source of power over the firm when there are felsstutes. Suppliers may refuse to work

with the firm or charge excessively high prices famique resources. We must ask

ourselves how strong is the position of supplidtk® buyers, suppliers can change and

influence the price and quality of products. Thegrgaining power tends to be high if there
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are no substitutes. Supplies are very importantifercompany, especially if the change of
suppliers is difficult or impossible (BartoSova,ditrikova, 2011).

Determinants of supplier power:
« differentiation of inputs,
» the presence of substitute inputs,

» supplier concentration (BartoSova, Krajnikova, 2011

Competitive advantage
Organizations that are in different positions itatien to a particular market can use three
general paths that lead to a competitive advantage:

» Low cost - organizations with low costs achieve high pmfieven in an
environment of intense competition,

* Modulation - the organization has developed a product thatnfa customer
perspective has some "added value" and is betder cbompetitors' products. E.g.
better image, design, use of trademarks and othéis price of these products is
higher,

» Specialization - organization focuses on a specific market segmenoducts are
usually specialized and appeal to a specific grofipcustomers (BartoSova,
Krajnikova, 2011).

3.3.3 Marketing mix

The Marketing mix is a set of four decisions whigkeds to be taken before launching any
new product. These variables are also known as4fis of marketing. These four
variables help the firm in making strategic deaisimecessary for the smooth running of

any product/ organization. The Marketing mix cotssdf:

e product,
e price,
e place,

» promotion (Jakubikova, 2008).
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Marketing mix includes of two types:
* product marketing mix — comprised of product, price, place and promotidimss
marketing mix is mainly used in case of Tangibledm
* service marketing mix —the service marketing mix has three further \des
included which are people, physical evidence, andgss. All of these factors are

necessary for optimum service delivery (Jakubik@@®38).

Having the right marketing mix at the start of tharketing plan is absolutely essential.
Over time, the concept of marketing mix has progtidesteady platform for the launch of a
new product or business. As mentioned before, takketing mix is characterized by four

different but equally important variables. Thesealales are never constant and may be
changed over time. However, a change in one oW#nmbles may cause a change in all

the other variables as well (Jakubikova, 2008).

Product
The first thing we need, if we want to start a bess, is a product. Therefore, product is
also the first variable in the marketing mix. Proddecisions are the first decisions we

need to take before making any marketing plan.

A product can be divided into three parts:
» the core product(the dominant benefit or satisfaction that a cogtioexpects from
a good or service he or she buys and is genegaigitile in nature),
» the actual product (quality, colour, style, branding, fashion, sizeackaging),
» the augmented product(customer care, finance, warranties, deliveryyises,
installation) (Jakubikova, 2008).

For the effective application of the product on tharket, companies are using a portfolio
analysis tool from which the best known is the BR&trix. (Jakubikova, 2008)

BCG analysis
The Boston Consulting group has developed one ehtbst widely used approaches for

assessing the business portfolio. This analysmwallthe top management to determine
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which business activities (in the case of the novad enterprise it is about individual
products) have the opportunity for future prosgesitd which in turn are in decline. From
that the company can deduce which products willabsource of revenue, which will

require significant investment, or in which noiriewest anymore (Jakubikova, 2008).

BCG matrix is determined by two axes - market glovate on the vertical axis and the
relative market share on the horizontal axis. Mealnes of these axes divide the matrix
into four quadrants, called Question marks, St@ash cows and Dogs. Each of these
guadrants represents a different character of tlsenbss. The business after defining its
activities determines whether the portfolio is bakd and healthy. Otherwise (if there is
an excessive number of dogs or question marksvoistars and cash cows), the portfolio
needs to be changed. According to this method, istnduish four types of products
(Jakubikové, 2008). See Supplements 2 and 3.

1. Cash cows (most profitable)

Cash cows are products which are having a high ehahkare in a low growing market. As
the market is not growing, that cash cow gains tfaximum advantage by generating
maximum revenue due to its high market share. Tlwany company, the cash cows are
the ones which require the least investment btlieasame time give higher returns. These
higher returns enhance the overall profitabilitytiod firm because this excess revenue can

be used in other businesses which are Stars, Dd@aeastion marks (Jakubikova, 2008).

2. Stars (high competition)

The market share is good but the growth rate is gteod. Stars usually require a large
capital investment to expand production capacieattoff the attacks of competitors and
remain in the front position. However, stars bringubstantial income and if the strategies
are successful, a star can become a cash cow iontpeun (Jakubikova, 2008).

3. Question marks (uncertainty)
These are the new innovative products that aredotted to the market and immediately
gain good growth rate. The need of investment ésdhproducts is necessary otherwise the

product might lose customer interest and might lm®tbought anymore in which case
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it will not gain market share, the growth rate vgtd down and it will become a Dog. On
the other hand, the product might increase customerest that makes the product a high
market share product. From here the product careroovo be a Cash Cow as it has lower
competition and high market share. Question markspaoducts which may give high
returns but at the same time may also flop and h@ase to be taken out of the market.
Generally, these are products in which must be sihv@dvertising, innovation,
development, etc.). This uncertainty gives the oaatd the name question marks
(Jakubikova, 2008).

4. Dogs (less profitable or may even be negative taiofity)
Products are classified as dogs when they haveniarket share and low growth rate.
Thus, these products neither generate a high amotintash nor require higher

investments. The solution here is the strategyisfasal (Jakubikova, 2008).

Product life cycle

A product is like a human being. It is born, growgsfast, matures and then finally passes
away. The product life cycle discusses the stagaeshna product has to go through since
the day of its birth to the day it is taken awaynirthe market. The product life cycle deals
with four stages of a product’s life (Jakubikov@)&). See Supplement 4.

Stage 1: Introduction of the product

This stage where the product is launched is alwigky. The company never knows how
the market receives the product. This stage isachanized by high costs, high risk and
almost no returns. The length of the introductiéage varies according to the product
(Jakubikova, 2008).

Stage 2: Growth of the product

Once the introductory phase is over, the produettstshowing better returns on
investment. Customers and channels begin respandingre is better demand in the
market and slowly the product starts showing psofgitrategies, in this case, is to penetrate
new markets, reducing prices, improving qualitg, €lakubikova, 2008).
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Stage 3: Maturity of the product

This phase is characterized by stagnation in sdl#®e product. An enterprise may choose
among strategies of modification of the marketfipol and enter new market segments)
and modification of the product (product qualitypravements, as well as the design,

features, functions, etc.) (Jakubikova, 2008).

Stage 4: Decline of the product

In this stage the expenditures begin to equal tbétp or worse, expenses are more than
profits. The product becomes almost unsaleablthigncase, the firm may choose between
several alternatives such as an increase in ineggfnor only harvest with no further

investments or exit the market (Jakubikova, 2008).

Price
Pricing of a product depends on a lot of differgatiables and hence it is constantly

updated.

Major consideration in pricing is:
» the costing of the product,
» the advertising and marketing expenses,
e any price fluctuations in the market,

» distribution costs (Jakubikova, 2008).

Many of these factors can change separately. Tthaspricing has to be such that it can
handle the changes for a certain period of timevéi@r, if all these variables change, then
the pricing of a product has to be increased andedsed accordingly (Jakubikovéa, 2008).

Along with the mentioned factors above, there e ather things which have to be taken
into consideration when deciding on a pricing siggt Competition can be the best
example. Similarly, pricing also affects the tanggtand positioning of a product. Pricing
is used for sales promotions in the form of tradealnts. Thus, based on these factors

there are several pricing strategies how to seica pf products (Jakubikova, 2008).
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Place

Place refers to the distribution channel of a pobdli a product is a consumer product, it
needs to be available as far and wide as possiliiethe other hand, if the product is a
Premium consumer product, it will be available onlgelected stores. Moving the product
from producer to the consumer can be done eithecttly (producer - consumer) or

indirectly by using the intermediary component ¢aroer - distributor - consumer). These

processes are called distribution channels (Jakuhik2008).

Basically, if the product is a business produat, tbmpany needs a team which interacts
with businesses and makes the product availablthém. Thus, the place where the
product is distributed depends on the product arcing decisions taken by a firm.
Distribution has a huge effect on the profitabilitiya product. Supply chain and logistics
decisions are considered as very important cogsides of the firm. The firm needs to
have a full proof logistics and supply chain planits distribution (Jakubikové, 2008).

Promotion

Promotion (marketing communication) is every pdssiipe of controlled communication
that can be used for influencing or persuading austs. Its main task is to use the
collected information in any way to increase saeproducts and to attract new customer
groups. Promotions are dependent a lot on the ptoalnd pricing decision. We must
consider some questions such as what is the bimigetarketing and advertising and what
stage is the product in (B&ové, 2003).

Marketing communication can be divided into twoecgatries:
» personal communication- this type of communication runs between a signallp
of persons and it is a direct contact.
* impersonal communication -transmits information to a large group of peopld.an
The disadvantages can include high costs or justioreed impersonal contact with
customers (Batkova, 2003).
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Components of marketing communication:

» Advertisement — advertisement is a very important component e@irketing
communication. It is considered as an impersonahfof communication and
enters the customer's subconscious through vameaisa.

» Sales promotion— sales promotion is an additional component oedthsing but it
affects not only the customer but also all the otb@mponents of distribution
channel such as producers and also companiesrthabasidered to be interlinks
of the distribution channel. Sales promotion ineludariables such as various
coupons, premiums and bonuses, convenient packagomgests, gifts and many
others.

* Personal selling— is a communication between the producer (sebeq the
customer (buyer). It is carried out not only durthg direct personal contact (face
to face) but also through the development of teteoanications and information
technology. It is a personal type of marketing camioation where both sides can
observe the needs or wishes of the other side aocording to that adapt their
future next steps of the sale

* PR (public relations) — the main objective of the PR (public relatiorssjo create
a positive public opinion of the company, whichlutes not only the focus on
needs of individual final customers and try to &agh them as closer as possible,
but also the focus on the welfare of the whole oiztion. PR is a long-term
function of top management and deals with the wileolrprise, not just with its
individual components.

e Direct marketing — the information is already addressed to a pdaiccustomer
or group of customers. It is a quick way of reaghime firm’s chosen target group.
It is used to create a more personal relationstiip the customer and includes all
methods of market communications that create thecdcontact with customers
(Boutkova, 2003).

3.3.4 SWOT analysis

The overall evaluation of a company's Strengthsakiiesses, Opportunities, and Threats

is called SWOT analysis. SWOT analysis is a metbiostrategic analysis focused on the
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evaluation of internal and external factors affegtthe success of the organization in
achieving its strategic objectives. Internal fastorclude the strengths and weaknesses of
the organization and the opportunities and thned#ged to the external environment of the

organization (Kotler, Keller, 2013).

SWOT is an acronym of the first letters of the namkvarious factors. The essence of the
analysis is to identify key strengths and weakressé the organization and the
opportunities and threats of the external envirammeé&or the analysis of an external
environment may be used PEST analysis. Strengtthisva@aknesses of the company are
the factors which create or conversely decreasithasic value of the company (assets,
skills, resources, etc.). Opportunities and threagsexternal factors (macro environment,
specific market) that can be identified eg. usilgpP analysis. SWOT analysis is a simple
tool for determining the company's strategic sitratiue to internal and external business
conditions. Using the SWOT analysis we can compreirely evaluate the functioning of
the company, find problems and new opportunitiesgimwth (BartoSova, Krajnikova,
2011).

Internal environment (strengths and weaknesses) ahgsis

The situation inside the company or organizatiactérs tend to be in the present. These
factors include, for example, factors relating tmducts, pricing, costs, profitability,
performance, quality, people, skills, adaptabilityands, services, reputation, processes,

infrastructure, etc. (BartoSova, Krajnikova, 2011).

Strengths

Among some basic factors influencing the strengththe company can be eg. size of
the company, qualified managers with experienaeanaging people, plenty of competent
specialists with creative ideas, advanced techiwlogique business know-how, high

corporate culture, favorable geographical locatainthe company with regard to the

market and distribution channels, the company'sitegfon and brand of their products,

unique products, consistent and reliable suppadscustomers, skills in the art of dealing
with customers and the ability to penetrate inta s@gments, cost advantage, exclusive

access to information sources and others (Bartodtagnikova, 2011).
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Weaknesses

Unlike the strengths of the company where we afiptyrule MAX, in this case, we apply
the rule MINI to the opportunities - we are trying minimize their impact. The
weaknesses of the company often include a wrondgetiag strategy, undifferentiated
products (depending on the competition), the locatf the business, competitors have
better access to distribution channels, poor qualit products, high costs and low
productivity, outdated production equipment, ingi€nt output control, insufficient
capacity to meet market demands, unfavorable ksl in relation to the activities of the
company, too narrow or vice versa too wide prodssortment or range of services, the
lack of communication with customers, inadequatganizational structure and others

(BartoSova, Krajnikova, 2011).

External environment (opportunities and threats) aralysis

The situation outside the company or organizatieactors tend to be in the future. Such
factors are, for example, factors relatingrtarkets, sectors, audience, fashion, seasonality,
trends, competition, economics, politics, societylture, technology, environmental,

media, law, etc. (BartoSova, Krajnikova, 2011).

Opportunities

Opportunities bring potential benefits for the ca@mp. Through their utilization, the
company tries to maximize this area so that itvéed as many ways how to differentiate
from the competition and approach the wishes ofotnsrs at the same time as possible
and gain a competitive advantage or financial resesu This means eg. to establish
contacts with new partners (strategic alliances,rgers, joint ventures, strategic
partnerships), the opportunity to expand into nearkats, the investor interest about
company business, reach new customer segmentantewational trades, the removal of
international trade barriers, outsourcing of somsiress processes, new opportunities for
investment, the opportunity to enhance awarenesiseofompany in relation to customers

or investors and others (BartoSova, Krajnikova, 1201
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Threats

The last component of the SWOT analysis is thréldtigseats represent the counterpart of
opportunities. The threat may be eg. a new mar&etpetition, price wars, an existing

competitor that enters the market with new innaxatsolutions, products or services,
market regulation, the increase of market barrites introduction of taxation on products
or services, the unstable political situation ie tiegion, the environment in which the
company operates, natural disasters, the departlkey personnel to competitors, the loss
of goodwill and good brand awareness among custnad others (BartoSova,

Krajnikova, 2011).

SWOT analysis is based on the assumption that tpanzation will achieve strategic
success by maximizing its strengths and opporesieind minimizing weaknesses and
threats. The Company's goal should be to reducedtknesses, encourage its strengths,
take its opportunities and try to predict and easagainst potential threats. This is the only
way for the company to achieve the competitive ath@e over others. However, this
requires sufficient information from both internahd external environment. SWOT
analysis is one of the most widely used methode$&timating the company’s position on
the market from a marketing point of view (Bartodplrajnikova, 2011).

SWOT analysis matrix

Modern SWOT analysis in business and marketin@sdns is normally structured so that
a 2x2 matrix grid can be produced, according to paos of dimensions. Strengths and
weaknesses are mapped or graphed against opp@duaitd threats. To enable this to
happen cleanly and clearly, and from a logical poinview anyway when completing a
SWOT analysis in most business and marketing situst strengths and weaknesses are
regarded distinctly as internal factors, whereapodpnities and threats are regarded
distinctly as external factors (BartoSova, Krajni&p2011). See Supplement 1.

3.4 Marketing in energetics

The energy sector is being increasingly mentior@ttept. Its importance is growing and

becoming an essential part of everyday decisionimgaind influences the behavior of
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both entrepreneurs and companies, but also eachis ah the position of the final

consumer. People often see the energy sector mmgrinection with the sale of electricity
and natural gas, but they do not realize its fudaming, breadth and extent. It is not only
selling, but also efforts to retain customers ia thture, and identifying their needs and

wishes and understanding their behavior (Tomek r&éy; 2002).

The information in the age of globalization andreasing competition is a very valuable
element that can affect not only the enforcemerd ararket position, but also the
development and stability of companies. Successftrepreneurs must constantly acquire
new sources of knowledge so that they can bettptad the market and not just blindly
produce or provide services, for which is no demandthe market. It is about finding
some sort of harmony between what we offer, how fandvhom, where, when, and for
what price we will provide our product or service dustomers, in order to achieve the

maximum effectiveness for both companies and custeifiTomek, Vavrova, 2002).

The situation in the energy sector in recent yezayg appear like an inauspicious because
of the reduced energy consumption and austeritysurea, especially in the energy
industry. But what especially threatens the curremérgy industry is the scarcity of
resources, resulting in instability in the marketgs of energy. As the consumption of
energy increases globally, so does the demand Ilfernative sources. However, the
attention must be paid also to the sustainabilityesources. In the Europe, an important
effect has the so-called cross-border trade, wilaffects energy prices in different
countries.For the customer who is trying to save money thinolilgeralization or to gain
an advantage, chooses according to various ctiteriginally it was mainly just about
price. Another important role when deciding to apathe energy supplier is now not only
the price but also an offer of the whole complex sefvices. Foreign competition,
increasing demands on quality and service offdoatialso customer requirements lead to
an increasing number of active players on the gnergrket. Companies, if they want to
become successful, must not only take care of tfaeders but also try to meet customer
needs and their additional requirements and erigigood reputation (Tomek, Vavrova,
2002).
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An important object of the liberalized energy marisethe market operator. OTE, a.s., the
Czech electricity and gas market operator is a gtimck company established in 2001 and
owned by the state at least from 67 %. The compasy/established in order to contribute
to the proper development, balance and optimizabibthe electricity and gas market.
OTE provides comprehensive services to individuatteacity and gas market players
(Tomek, Vavrova, 2002).

The company is engaged in the organizing of tradiatyral gas and electricity among
traders, data processing necessary for the funegoaf the transmission system, and
carrying out other activities related to the fuontng of gas and electricity market.
Continuous data processing and exchange requirethéoaccounting and settlement of
imbalance between the contractual and actual vaushelectricity and gas supplied and
received are among services offered by the OTE, ta.players in the Czech electricity
and gas markets, as well as administrative proesdassociated with a switch of the
supplier. Based on these data the company comtlileggas and electricity balances,
conducts monthly and yearly reports about the ayask electricity market in the Czech
Republic and estimates the consumption of gas dedrieity for the next period.
OTE, a.s., also administers the National Regidt&reenhouse Gas Emissions. OTE, a.s.,
is the holder of the license for market operatacsvities, which includes activities in the
electricity and gas market in the Czech Republie Tompany monitors and publishes on
its website (www.ote-cr.cz) data about daily resuwf the gas and electricity market,
information about the authorized market particisaahd many other interesting facts
(Tomek, Vavrova, 2002).

The important role in the energy market is also/@iaby the Energy Regulatory Office
(ERO). ERO is a government entity whose role igitervene in the energy market in its
monopolistic parts (transmission, distribution, kedroperator). One could say that ERO
limits the effects of the risk of a monopoly markst determining prices at which the
market players will transmit and distribute the rgrye and the price for the coordination
and management of the market performing by OTE, Bnsaddition to this role, ERO is
responsible for the overall control and protectodrthe market and its subjects. Some of

the rules and regulations are issued by meanscoéee (Tomek, Vavrova, 2002).
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4. Practical Part

This part of the thesis contains basic informatibout Prazska plynarenska, a.s., describes
the development of the analyzed and deals withadiranentioned various analyses of
external and internal environment. At first, welaihalyze the external environment using
the PEST analysis to analyze the macro environmérdgre we will identify which factors

of political, economic, social or technological @omment can most affect the company
and then conduct the Porter’s five forces analystie micro environment. Furthermore
conducting the analysis of the internal environma&inthe components of the Marketing

mix which consist of product, price, distributiondapromotion.

4.1 The characteristics of the analyzed company

Business name: Prazska plynarenska, a.s.
Registered office: Praha 1 — Novédib, Narodni 37/38
Post Code: 11000

Company ID number: 601 93 492

Tax ID number: CZ60193492

Legal form: Joint-stock company

Web pages: WwWw.ppas.cz

4.2 The company’s profile and development

Prazska plynarenska, a. s., is amongst the mogirtenrg domestic energy suppliers and
has been a reliable energy supplier to approximad&0,000 off-take-points across

the Czech Republic.

The history of PraZzsk& plynarenska, a. s., is nalgglinked to the city of Prague where

the gas industry roots can be tracked back to i8#4¥e capital city. Today the company is
a reliable energy supplier and provides its sesvitte customers throughout the Czech
Republic. Ensuring comfortable customer servicesrgy security and a wide range of
premium services, often unique in the Czech Repuhlie the main priorities in relation

to customers. In the area of energy use, the coynpagpports new, ecologic and effective
technologies in a long-term aspect, especiallyusage of natural gas in transportation.

The company PraZzska plynarenska, a.s., trades mathiral gas under the license
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no. 241218964 issued by the Energy Regulatory ©ffiad with electricity under the
license no. 141015380 issued by the same authority.

The company has evolved over time, reflecting dadi@anges as well as technological
development. It has been repeatedly tested in wautifficult circumstances in which the
company has succeeded and, therefore, gained \@laaperiences. This contributed to
Prazska plynarenska, a. s., being a stable, m@sela prosperous energy company that is

able to respond flexibly and rapidly to changinguests of its customers.

4.3 The analysis of the external environment

4.3.1 The macro environment — The PEST Analysis

As it has been already mentioned in chapter 3BEST analysis is used to describe the
external environment, which can be divided into rfgparts: political and legal
environment, economic environment, social enviromingd technological environment.
Because the company is not able to significantiuémce these environmental factors,
it is only the mere description in the relationth® company, in our case relation to

Prazska plynarenska, a.s., and also relation taygmedustry.

Political factors:
» legal regulations governing the gas sector,

o0 an essential legal regulation within secondary slegion for the gas
sector is Decree No. 365/2009 Coll., on Rules of Bas Market
(Gas Market Rules), as amended by Decree No. 370/2Coll.,
which for the first time defined key obligations eftities on the gas
market, including the Market Operator. A third amerent to the Gas
Market Rules — Decree No. 436/2012 Coll., Sb., ldown, among
other, changes in the procedural rules for chanfjgas supplier; it
provides access to gas storage facilities for ¢orenatural and legal

persons that are not balance responsible partescts to the new
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Act on Supported Energy Sources a modifies promssicn applicable
legislation that allow unambiguous or inaccuraternpretation,
» adapting to EU legislation,
0 regulations in foreign trade,
0 environmental protection,
* international political relations,
0 e.g. Russian-Ukrainian relations,
* local political conditions,
0 permanent government and parliament,

0 tax policy.

Economic factors:

» the expansion of foreign energy trading companiesntrance of new one,
« the change in energy prices at other competitogs RWE,CEZ),
o this factor has no effect on long-term contracts,

* OTE, a.s., the Czech electricity and gas marketatpe

* ERO, the Energy Regulatory Office,

» unstable weather (mild winter, cold autumn or sgyin

» financial demands on pipelines replacement or acwwtruction,
» financial demands on replacement of technical egaip,

» the demand on the energy market,

* inflation,

» Czech crown exchange rate (provided by Czech Naitidank),

» the economic crisis and unstable economy.

Social factors:

» the population migration, especially to Prague &tauction of new residential units

— new engineering networks),

» the lack of skilled professionals in the energyt@edn terms of predicting a

consumption for the purchase of gas and electyicity
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* increased standards for protecting the environmeatl to the usage of new
technologies and procedures in order to maximalgpato nature and environment
protection,

» the level of education (skilled workers),

* society development.

Technological factors:
» the modern approach to customers,
o the Internet (web pages, email, mobile applicatiets),
» technologies for detecting a leakage of gas,
» the obsolescence of technical equipment and iswvah)
» the speed of obsolescence,
» the overall status of technology,
* new discoveries,

* changes in technology.

4.3.2 The micro environment — the Porter’s five forces aalysis

The effects of micro environment influence evergibass in the same way. Any company

can cope with it differently, some better, someseor

Intensity of rivalry

Although PraZzska plynarenskd, a.s., occupies asteoyg position on the energy market,
the company has many competitors. As direct congustiwe may consider companies
such as RWECEZ, E.On, and PRE. Because of that Prazska plysié#éera.s., must
immediately respond to changes in products andcgnat other competitors in order to

align its market position.

Threat of new entrants
Trade in the energy sector is very demanding drainnvestments. A new competition is
possible, however, it should not compromise thatposof Prazska plynarenska, a.s., on

the market. This is caused mainly because of tige hackground of Prazska plynarenska,
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a.s., and also because of its reputation, goodanltl large customer base, etc. It is even
impossible for new competitors to gain these imgoarfactors in the short period of time.

Threat of substitute products

Prazska plynarenska, a.s., does not have a sptmifis regarding the distribution of gas

and electricity. Nowadays, during the free marlat trading in the energy sector, the

impact of substitute producis very high. Specific focus is placed only on th&tribution

of CNG. For other companies, in order to adapt@rdpete, would be necessary to make

high investments for the construction of CNG fijiatations.

Bargaining power of customers/ buyers

Prazska plynarenska, a.s., tries to respond tmekes of their customers, but because of
the market operator and energy laws there areamtrtany options, how the customer
could affect something. However, Prazskd plynarénsks., is trying to satisfy their

customers in many other ways, e.g. through varitissounts on products or services.

Bargaining power of suppliers

In this context, the company can be influenced logsible disagreements and bad
international relations associated with the mais gappliers (Russia). But on the other
hand, this situation is very unlikely. Another patial impact affecting the company we

can take into account is a change in paths of ipielacross different countries.

4.4 The analysis of the internal environment

4.4.1 The Marketing mix

Product
Prazska plynérenskd, a.s., provides a wide rangeoofucts and services associated with
energy supply. However, the most major and the rposfitable is the distribution of

natural gas.

Prazska plynarenska, a.s., was established duranpgrivatization of domestic gas industry
on 31 December 1993. Its main product and servieetlae distribution of natural gas.
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Initially, the supply of natural gas was deliveredly to households and industrial

enterprises located in Prague and Prague surrogmdidter the market with a natural gas
opening in 2007, the company started to acquire ewestomers outside of its home region.
Prazska plynarenska, a.s., is the second larggsilisu of natural gas in the Czech

Republic. It provides services associated withsiingply of natural gas in the categories of
household, retail, wholesale and medium-sized ocusto

Among the other important products and servicesigea by Prazska planarenska, a.s.,
belong:

» distribution of electricity since 2012,

» distribution of compressed natural gas (CNG),

0o CNG is used as an ecological, cheap fuel for autmmeehicles. Vehicles
can use natural gas as either a liquid or a gas,

* in connection with the CNG, Prazska plynarenska,, eexpands its existing
network of CNG filling stations. The company isitiy to enter into contracts with
large companies and provide them with CNG for thashicles (Czech Post,
Student Agency),

» the company provides as a service a large assartth@NG cars to rent,

« the owners of CNG vehicles have the possibilitusge CNG washing plants,

* museum of the gas industry.

Other provided services:
* household and travel insurance for customers,
* repairs of gas cauldrons,
« installation of electrical appliances,
« carbon monoxide detectors,
e customer card,
» control of gas pipelines,

e gas leak detectors.
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Price
The overall price of natural gas is split into rieged portion by ERO (Energy Regulatory
Office) and the unregulated portion that determimgss supplier which supplies the gas to

particular off-take-points.

Regulated price components are set by the Energul®ery Office always at the end of
the calendar year for a period of one year, are:

» price for the gas transportation,

e price for the gas distribution,

» price for the services provided by OTE, a.s., tlzedh electricity and gas market

operator.

Unregulated price components (80% of total pridejermined by the gas supplier, are:
» price for the gas consumed (the commodity),
« price for the trade and its structure (flexibleidaly), and other duties provided by

the gas supplier.

These prices are determined by the gas supplematime and can be changed during the
year. The number of unregulated price componenteisrmined by market mechanism
and prices of individual gas suppliers vary acaugdo their business policy applied. The

choice of an appropriate gas supplier dependsenuktomer.

Other factors influencing the price:
« forecasts of energy consumption depending on weathlitions,
* historical consumption values,
» seasonal discounts (e.g. summer and winter disspunt

* customer discounts (e.g. discounts for long-terstamers).

Place
The place is always at a given customer, whereffhiake point is reported. The customer
can not choose to which distribution system will dmnnected. This fact is determined

by the position of its off-take point in relation the distribution network. The distribution
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of gas means the gas transmission to customes&k@fpoints. It is, therefore, a sector of
the industry that does not allow any competitiontisat the prices for distribution and

transmission are regulated.

Promotion
The elements of marketing communication are pets@mal impersonal forms of
communication. Prazska plynarenska, a.s., usats communication mix the following

means of communication.

Personal forms represented by:
» personal selling — this form of selling is providbeg the company primarily to
wholesalers. The company has its own salesmen \fho mroducts and services

directly face to face to potential customers.

Impersonal form is represented by:

» advertisement — Because the company sells idergroalucts like its competitors,
performs its own company advertisement. Prazskaapgnska, a.s., implements
massive advertising campaigns that aim to reachwigest possible group of
people. Therefore, as the basis of all the campasgs mass media such as radio
advertising, print media and recently the Interdedr each campaign is always
selected one of the major media, by which the com@aldresses the 60-70% of
the target group,

« sales promotion — special prices, discounts (sese@asonal and product discounts),
customer cards, insurance, etc.,

e direct marketing — The company communicates byplelae in cooperation with
the external call center that discusses any details customers, and customers
have the option to sign a new contract directly pfeone. As another tool of
communication, the company uses emails through twisiends its price lists,
invoices, offers, terms and conditions to its costcs,

* public relations — One of the most significant commication tools for the company
is the website which is frequently updated. The sitebis common for all
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companies within Prazska plynarenska holding, acsthere is information about
all companies,

sponsorship — Prazsk& plynérenskd, a.s., focusegdynmm long-term projects in
health and social assistance, but the company mmef®rget even on culture, arts,
sports, and education. Ice hockey World Champigndhoundation “Our baby”,
Czech Rowing Association, civic association Baby lawe examples of some

sponsored projects.
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5. Results and Discussion

5.1 The SWOT Analysis

In this analysis, it is possible to use informatfoom the previous analyses. The strengths
and weaknesses are known from the already elalboratalysis of the individual
components of the marketing mix and the possibteatis and opportunities by using
information obtained from the analyses of the exdkrenvironment. The aim of this
analysis is to get results, thanks to which the mamy acquires an awareness of its

possible appropriate strategy.

5.1.1 The analysis of strengths and weaknesses

The Analysis of strengths and weaknesses is trgirtgke the advantage of strengths and
eliminate weaknesses. This analysis is based amni@ttion obtained from the internal

environment of the company.

Strengths

» Strong brand, high-quality service, know-how, andldied employees,

* Prazska plynarenska, a.s., is owned by Prague Blaceh 2014,

» Distribution of gas for the capital and surrounding

» Expansion of compressed natural gas (CNG) to ttmaative industry,

* Own CNG filling stations in Prague,

» Good customer service (call center, letter departsyewo branch offices in Prague
and regional offices throughout the country, verglasticated customer portal),

* Long history and large base of customers who talseryPrague,

* Support to various public projects,

* Sponsorship.
Weaknesses

» Lower distribution of gas outside of Prague andt@mohemian Region,

» Slow respond to market changes,
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Lack of investments for the introduction of newteaclogies,

Lower support of promotion (the component of margimix), especially marketing
advertisement communication (Tv, billboards, etc.),

The fact that the long-term customers in Prague lsagontract of indefinite duration
so the contract can be terminated easily and theygo to another competition,

A small amount of CNG filling stations outside aBBue.

5.1.2 The analysis of opportunities and threats

The company determines its threats and opportgniti@rder to avoid any potential risks

that could have an impact on its business and toiasse its potential options farther

develop and improve. In this case, the used infiondas been gained from the external

environment of the company.

Opportunities

Distribution of gas outside of Prague,

Expansion of electricity and its consumption,

New technologies and procedures (e.g. mobile agpbics, gas leak detectors, etc.)
mean improvement of services for customers,

Constructions of new residential units create nesiriess opportunities,

Focus on the purchase of unused electricity fromalistraders and private producers
(e.g. solar energy, because there is a surplusesfig which customers have nowhere
to store),

Collaboration with more car factories,

Expansion of CNG filling stations outside of Prague

Investmentsn the promotion of the company, especially mariggommunications.

Threats

A new competitive company on the market with bett@mditions and a higher quality

of services,
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* Threat from companies that we used to know asiloligtrs of electricity, which keep
evolving themselves and expand their range of misduow can start selling gas and
vice versa,

» Closure of gas by foreign suppliers (Russia, Ulggin

» Unstable weather that leads to the fact that peogde: either less or more,

* Addressing the current long-term customers witlotract of indefinite duration from
other competitors and thus the possible loss dbowers,

* The bankruptcy or change in ownership of a largagany taking gas from Prazska

plynarenskd, a.s., can affect the total consumpmtf@whole region.

5.2The SWOT matrix

To each of the criteria of the SWOT analysis isgaesd its importance and rating. If we
multiply and sum up individual importances withenehnt ratings for each component
separately, we obtain the necessary importancee)sob each component of the SWOT
analysis. If we want to determine one of the fawatsegies that is most effective for the
company, it will be probably the sum of the twouldag numbers, which will have the

highest score.

Regarding the rating scale, the scale of pointetermined from 1 - 5 (1 - a factor that has
the least effect on the company, 5 — a factorhhatthe largest effect on the company) and
rating of weights from 0.1 - 1 (0.1 - has the leHweatening factor, 1 — the most
threatening factor).
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First, we conduct the matrices for each componktiteoSWOT analysis separately:

Strengths
Strengths

Criteria Importance | Rating | Score
Strong brand, high-quality service. know-how and qualified 0,20 4 0,80
employees
Prazska plynarenska, a.s., is owned by Prague 0,20 0,60
Distribution of gas for the capital and surroundings 0,15 0,75
Expansmn of compressed natural gas (CNG) to the automotive 0,10 3 0,30
industry
Own CNG filling stations in Prague 0,10 4 0,40
Good customer service (call center, letter departments, two
branch offices in Prague and regional offices throughout the 0,10 4 0,40
country, very sophisticated customer portal)
Long history and large base of customers who take gas in Prague 0,05 0,15
Support to various public projects 0,05 0,20
Sponsorship 0,05 0,15
Total 1,00 3,75
Weaknesses

Weaknesses

Criteria Importance | Rating | Score
Low_er distribution of gas outside of Prague and Central Bohemian 0.25 4 1,00
Region
Slow respond to market changes 0,20 0,60
Lack of investments for the introduction of new technologies 0,20 0,60
Lower support of promation (the component of marketing mix),
especially marketing advertisement communication 0,15 3 0,45
(Tv, billboards, etc.)
The fact that the long-term customers in Prague have a contract
of indefinite duration so the contract can be terminated easily and 0,10 3 0,30
they can go to another competition
A small amount of CNG filling stations outside of Prague 0,10 4 0,40
Total 1,00 3,35
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Opportunities

Opportunities
Criteria Importance | Rating | Score
Distribution of gas outside of Prague 0,15 3 0,45
Expansion of electricity and its consumption 0,15 4 0,60

New technologies and procedures (e.g. mobile applications, gas

leak detectors, etc.) mean improvement of services for customers 0.15 5 0.75

Constructions of new residential units create new business

i 0,15 4 0,60
opportunities

Focus on the purchase of unused electricity from small traders
and private producers (e.g. solar energy, because there is a 0,10 2 0,20
surplus of energy which customers have nowhere to store)

Collaboration with more car factories 0,10 4 0,40

Expansion of CNG filling stations outside of Prague 0,10 4 0,40

Investments in the promotion of the company, especially

. S 0,10 3 0,30
marketing communications
Total 1,00 3,70
Threats
Threats
Criteria Importance | Rating | Score
A new competitive company on the market with better conditions 025 2 050

and a higher quality of services

Threat from companies that we used to know as distributors of
electricity, which keep evolve themselves and expand their range 0,25 3 0,75
of products, now can start selling gas and vice versa

Closure of gas at foreign suppliers (Russia, Ukraine) 0,20 1 0,20

Unstable weather that leads to the fact that people heat either

0,15 3 0,45
less or more

Addressing the current long-term customers with a contract of
indefinite duration from other competitors and thus the possible 0,10 3 0,30
loss of customers

The bankruptcy or change in ownership of a large company taking
gas from Prazska plynarenska, a.s., that affect the total 0,05 1 0,05
consumption of a whole region

Total 1,00 2,25

53



5.2.1 The SWOT matrix evaluation

The SWOT matrix has already four potential strasgA strategy with the highest total is
the most effective for the company.

Strategy @) T

S SO-7,45 ST-6,00

W WO -7,05 WT-5,60

The results show that the most important stratégy the company can choose is the
strategy of SO (maximize, maximize), with the finalue of 7,45. As the second-best
strategy can be indicated the WO strategy (minimmzaximize), which has the final value
of 7,05. Thus, Prazsk& plynéarenskd, a.s., shouddtlls most of its strengths to take
advantage of its opportunities to maximize theccgss. It means to use its strong brand,
good reputation, and quality services to expanddik&ibution of gas outside of Prague
and its close surroundings. The company should takeantage of its good customer
service and the fact that the company is ownedb\city of Prague and take advantage of
new residential units in order to obtain a newrdkée migrating to Prague. Along with
using these strengths expand its distribution ettekity, also CNG in order to make a
contact with more car factories and last but nasienvest in promoting the company’s

name in order to gain more potential customers.
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6. Conclusion

The main objective and purpose of this work wergdbacquainted with the problems of
marketing situational analysis, characterize thergyrcompany Prazska plynarenska, a.s.,

and suggest the most appropriate strategy.

In the practical part was initially developed tHeST analysis, it means the analysis of the
external environmental, more specifically macro iemment. Here it has been found,
what factors affect the company. These factorsdareled into the political, economic,
social and technological environment. These aréofachat the company is unable to
influence, and if yes, then very few. Followed bg &analysis of micro environment using
the Porter’s five forces analysis. In this analygs examined the influence of individual

competitive forces on the company Prazska plyn&gersss..

As a further marketing analysis, this time, thelgsia of the internal environment was
performed the Marketing mix analysis where it canstated that the company provides a
wide range of products and offers quality serviegssociated with energy supply.
The company has such a market position that cdp é@mpete with other competing
companies. In terms of distribution, Prazska plgnéka, a.s., is able to supply gas and
electricity throughout the Czech Republic, bustt®ngest position occupies in Prague and
its surroundings. Regarding the communication lalse component of Marketing mix, the
company uses mainly a personal form of selling harovided by the salesmen primarily
to wholesalers. Among impersonal forms of commurocaused by the company the
most, belong direct marketing where the company noanicates by telephone in
cooperation with the external call center, salesmmtion where the company tries to
address the customers through various discountdicpeelations in terms of company’s

website and the company also focuses on sponsorship

The last analysis of the practical part was the SWaDalysis. With the help of the
previous three analysdtave been determined the possible strengths anénesses,
threats and opportunities, and put into the SWOTrimalhis matrix has published the
specific strategy, namely the strategy maxi-maxieke the company has enough strengths
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to take advantage of all the possible opportuntitesmaximize their success and, on the
other hand, can eliminate its weaknesses and paltémeats (see Chapter 5.4.1).

Currently, most energy companies try to distingulsdmselves and offer their customers
new services and new special offers. The most camforon of offers for the "big players”
have become the various forms of campaigns. Anatlgrthat "big players" in the energy
market have started to practice is offering ottmmmmodities. These include the original
specialized companies in the electricity, whiché@egun to offer the commodity of the
natural gas and vice versa, the companies speaailizthe natural gas have begun to offer
the electricity. From this perspective, Prazsk&abhgnskd, a.s., has the advantage that the
company has been already offering both naturalagakelectricity, but also compressed

natural gas (CNG).
In conclusion, we can say that the company shoufthred its global distribution and

become an even more competitive company and tlkesatagreater position in the energy

market.
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Supplement 1

SWOT matrix
Opportunities Threats
(external, positive) (external, negative)
Strengths Strength-Opportunity strategies Strength-Threats strategies

(internal, positive)

Which of the company's strengths
can be used to maximize the
opportunities you identified?

How can you use the company's
strengths to minimize the threats
you identified?

Weaknesses
(internal, negative)

Weakness-Opportunity strategies

What action(s) can you take to
minimize the company's weaknesses
using the opportunities you identified?

Weakness-Threats strategies

How can you minimize the
company's weaknesses to avoid the
threats you identified?

http://articles.bplans.com/how-to-perform-swot-gsa/
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Supplement 2
BCG matrix

Relative Market Share
High

High

Market growth rate
Low

..5
g

http://www.marketing91.com/bcg-matrix/

Supplement 3
BCG matrix

Relative Market Share
High Low

Market growth rate
Low High

Success Sequence ---------=-mmmmmmmmmm——-

Disaster Sequence

http://www.marketing91.com/bcg-matrix/



Supplement 4
Product life cycle

Product Life Cycle Stages

A

Sabkes Vo lurme

Introduction Growth Maturity Decline

Temee

http://productlifecyclestages.com/
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