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Analysis of relevant possibilities to

Increase a company's profitability

Analyza relevatnich noznosti zvyseni

ziskovosti firmy



Souhrn

Diplomova préace se zabyva aktualnim tématem, ktgeyanalyza relevantnich moznosti
vedoucich ke zvySeni ziskovosti, a to na konkrétpiikladu existujiciceske firmy.

V literarni reSersi jsou vystleny zakladni pojmy a charakteristika jednotlivitgha firem

v Ceské republice,detrg strategii, které tyto firmy vyuZzivaji ke zvySeigkovosti. Dalsi
Cast prace je zaghena na charakteristiku prosti firmy a na informéni technologie,

které v diplomové praci hraji také vyznamnou roli.

Praktickacast diplomové prace sémnuje podrobné analyze konkrétigske firmy a jejiho
prostedi v oblasti wellness. Dal&asti prace je rozbor stasné situace firmy, ktery slouzi
jako zaklad pro vyvoj konkrétnich moznosti vedohdie zvySeni ziskovosti firmy. Jedna
se o roz§eni klientské zakladny, optimalizaci internich mgic a implementaci a
zefektivréni informanich technologii vyuzivanych ve fign

V zawru prace jsou shrnuté veSkeré, na miru gné, strategie a dopa@eni, které
nebudou finatné priliS nakladné, ale bude-li je firma aplikovat v yitamohou vést k

dosazeni &sSi efektivity a nasledné vyssi ziskovosti firmy.

Kli¢ova slova: firma, analyza, zisk, konkurence, sgiateprodukt, trh, obchod, produkt,

zakaznik.



Summary

The diploma thesis deals with an up-to-date thewldch is the analysis of relevant

possibilities leading to the increased profitapitf a company with a concrete example of
an existing Czech company.

The literature review explains the basic terms ahdracteristics of different types of

companies existing in the Czech Republic, followsd the various strategies these
companies use to increase their profitability. Fert the company’s environment and the
level of Information technology used, which plagignificant role in the thesis as well is

also explored.

The practical part of the diploma thesis consi$ta detailed analysis of a specific Czech
company and its environment in the wellness ingugthe next part analyzes the current
situation of the company, which serves as the barséeveloping concrete possibilities to
increase the company'’s profitability through expagdts client base, optimize its internal

processes and implementing more information tedgies into the company.

The conclusion of the thesis summarizes all the exlaémeasure strategies and
recommendations that will not be very expensive, ibapplied could lead to greater

efficiency and subsequent higher profitability loé ttompany.

Keywords: company, analysis, profit, competitiotrategy, product, market, business,

product, customer.
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1 Introduction

There is a growth of new firms with different focukfferent sizes and with different legal
form in the Czech Republic every year. However,tre same time there is also a
considerable number of companies which end for masasons, such as increasing
competition, higher costs, unexpected situatiorswrand negative profitability.

Probably every company aims to achieve growth,geoty, fulfillment of the objectives
of its owners and founders. Every company is aibefiently linked to the efficiency, thus
reaching the highest profitability as possible. lger, making profit is not an automatic
process; ensuring profit requires maintaining pegbol, active management activities that
can be used to different instruments of cost corbro individual performances. The
current reality is certainly different than thattefenty or thirty years ago. The competitive
economy now means that a firm’s product has to rtreetustomers’ demands and must
be provided at the required time in the desiredtion. The current emerging market
environment is characterized by well-informed aeddnding customers who expect more
and more, environmental variability and difficutimapetitive situations. In the long run the
survival of any company in the market is very uteerand involves increased risk.

Today, only those companies that are able to peoguhlity and quickly and creatively
serve the market are successful and in the lomg teake profits. Nevertheless, it is not
always such an easy task. Companies are beingdftoceompete for customers with still
higher efforts continuously. It is obvious that &yustomers provide the company much
greater profits than new customers, but it is nemgsto increasingly focus on widening
the client base by winning new customers. If thentlbase is wide-spread, in the case of
an unanticipated situation (e.g. the economic Sriai customer’s problems do not have

such a big disastrous impact on the company’s tatmfity.

The motivation for the chosen topic "The Analysfsrelevant possibilities to increase a
company’s profitability” arises from its significaa for every society and the benefits that
will this company see when these are implementedddice of its topicality and

importance comes from various annual conferencastiped all over the world and the
frequency of discussion in media, television, neapgps, particular companies and
universities, which are implementing specific setgeand lectures on this topic into

student’'s schedules. There is also an increasinmgbau of books and booklets with



"guaranteed" advice how to increase a company'Stgdity. Truly, there cannot exist a
uniform publication for all companies of differesize and orientation that will give
successful advice of how to succeed and make grofit

Therefore, it is important while analyzing the pbssies of increasing company’s
profitability to appear from proper analysis of arfcular company, its current situation
and external and internal environment. By thospsstell be guided this diploma thesis to
set up such made-to-measure strategies, which leddd to company’s successful

performance on the market.



2 Objectives of thesis

The goal of this diploma thesis is to analyze adGzsompany and its environment in the
area of fitness and on the basis of the analysipqse relevant possibilities, which will
increase its effectiveness and profitability.

In detail, the goal of the literature review isgmvide a reader a general overview about
companies in the Czech Republic and outline sudsipiities that might lead to increase
their profitability. In the practical part a key jebtive will be to define widening a
company’s client base on the assumption of keepiitin its capacity, since it is an
important element when speaking about profitabiityl as this is a strategic goal of the
company for the next year 2012. On the basis diléet knowledge and further analysis of
this company, internal processes which are cuweingfficient and limit subsequent
higher profitability of the company must be chaesized. A detailed analysis of
information technology the firm currently uses armstiggestions as to possible
improvements which will lead to company’s highefiecédéncy and profitability will be

made as well.

It is assumed that the thesis will point out thdiaiencies the company has and
recommend relevant improvements that might enhémeecompany’s effectiveness and

subsequent profitability.

Hypothesis 1presumes that on the basis of optimizing intepnatesses the company will
be healthier and so more effective from the inteem&ironment point of view, which will
be subsequently reflected in the higher profitapbodif the company.

Hypothesis 2 presumes that on the basis of recommended infamaechnology
improvements in the company will be more effecto@npetitive and able to be successful

in the market.
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3 Methodology of the diploma thesis

As methodology, the initial point was to investgydahe secondary data collected in the
mentioned literature, books and internet resourtben they were divided into separate
capitols important for understanding different typ# companies operating in the Czech
territory, their environment and factors which ughce them. The literature review further
analyses several possibilities leading to highefifability which are obtained from the
investigated literature.

The name of this thesis should be — strictly spegaki conceived as the “Analysis of
relevant possibilities to increase a firm’s prdfitday”, since the word “firm” corresponds
more to the character and size of the chosen eigerpiowever, since this thesis will be
embraced in the larger sense, the term “companij”b&iused rather than firm. Further,
because the owners of the company were not witbngublish the financial results of the

companythe company has been renamed.

Primary data for the practical part were gatherieglctly from the company; namely from
the accounting department and record office (aed)iv The accounting department
provides all of the necessary financial informatibnough company’s financial reports,
such as annual Income statements, Balance shekGaah flow statements for the past 3
years (2008, 2009 and 2010). Since the year 204 hoiafinished, gaining these data will
not be possible. For the reason that data for thléness sector is not available, all of the

financial results and values were compared to émeial merits.

Attendance registers, which are archived in thepaomg and for the thesis was available
from 2005 have provided the necessary data for Bo#iysis; the analysis of customers
and programs. Data for analyzing customers weral dsman 2005 and subsequently
compared; data for analyzing particular programsewgained from the Attendance
registers over the last two quarters (April — Sefiter 2011). These two quarters were
chosen since the quarter from April to June isstin@engest one; on the contrary the quarter
from July to September is the poorest one. Thusawerage they are comparable of
reflecting the whole year.

All of the data used for the thesis were checked @mnsulted with the owners of the

company. Further information was gained throughcthrapany’s web pages.

11



The main recommendations for increasing the effengss and profitability of the
company have arisen from the company’s knowledgemainly on the basis of empirical

analysis provided during several years in the cammpa

12



4 Characteristics of the fundamental terms

Accounts Receivable Turnoveran activity ratio which shows the firm’s efficiey

in collecting cash from its credit sales and useguantify a firm's effectiveness in
extending credit as well as collecting debts. [27]

Business= all forms of industrial and commercial profitekéng activity. The
business cycle refers to fluctuations in the agapeedevel of economic activity.
The firms conducting these activities: businessarewomen are the directors and
managers of firms. The ownership/management sidems$, as opposed to their
ordinary employees; this group is often referredgdhe business community.
Client = a person, organization or company that usegtbfessional services of
another on payment of a fee.

Company= a form of organizing a business, with a legakpeality distinct from
the individuals taking part in it. This has beenrfd essential in organizing large
and complex businesses. A company is empoweredmnoagsets, incur debts, and
enter into contracts, and may be sued and taxedayt or may not have limited
liability for its shareholders: without limited bdity shareholders are in the last
resort responsible for meeting the company's detitk; it, they are liable only to
the extent of any unpaid part of the book valughefr shares.

Competition= the situation when anybody who wants to buyetirtgas a choice of
possible suppliers or customers. With perfect cdipe there are so many
suppliers and customers, with such good contacidset them that all traders
ignore the effects of their own supplies or purelsasn the market, and act as
price-takers, able to buy or sell any quantity ptiae which they cannot influence.
Such intense competition is rather unusual inli=al“ The more usual condition is
monopolistic or imperfect competition, with a liedtnumber of buyers or sellers.
If buyers or, more usually, sellers realize thag #tmount they can trade is affected
by the price they offer. With monopoly there isyoohe seller, but this too is
unusual. Monopolistic competitors have some monyopolver, but this is limited
in the long run by potential competition from podsientrants to a market.[21]
Customer= a party that receives or consumes products goodervices) and has
the ability to choose between different productd services from a store or other

business. [21]
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Current ratio= a financial ratio, that measures a companyityabd pay its short-
term obligations. The higher the ratio is, the mmapable the company is of paying
its obligations. When a ratio is under 1, it suggdbat the company would be
unable to pay off its obligations if they came @ti¢hat point. [24]

Days in inventory ratic= an efficiency ratio that measures the averagebeu of

days the company holds its inventory before selling

Debt ratio= shows the extent to which a firm is relying ogbtto finance its
investments and operations, and how well it canagarthe debt obligation. Even
though is known that use of debt is beneficialtggavides tax benefits to the firm.
[32]

Entrepreneur= a person with overall responsibility for decisi@mking in a
business, who receives any profits and bears asge$o Entrepreneurs need not
necessarily contribute either labor, which can bedy or capital, which can be
borrowed; but they must contribute either one @lsthor a credible guarantee, if
their responsibility for possible losses is to lemgne. In a business run by a sole
trader or partnership it is clear who is the emgapur; in incorporated businesses
the role is dispersed among directors and sharetmlfP1]

Firm = the basic unit of decision-taking in a decemtesl economy. Firm is a
partnership of professionally qualified people, ls@&s accountants, civil engineers,
lawyers or surveyors.”[8] In this case, the firms are legally distinagorh
companies and do not, for instance, issue sharess. thAe liability of individual
partners is not (and legally cannot be) limited.nM&rms are run by sole traders,
and others are partnerships; larger firms are lyswaganized as companies. A
single firm may have numerous establishments ondhras, such as factories or
shops. [21]

Inventory Turnover ratic= shows how fast the inventory is being produced a
sold. [32]

Market = a place or institution in which buyers and gssllef a good or asset meet.
A market was originally a building, nowadays in marases the market is a
network of dealers linked physically by telephomal a&computer networks, and
linked institutionally by trading rules and convienis.

14



Management= the decision-making role in organizationsf things are going
smoothly, there is not much for management to dojflihings go wrong or new
opportunities arise, somebody has to decide omdpiand firing workers, investing
in new machines or scrapping old ones, marketing peoducts and dropping old
ones, and how to raise the necessary finanf&l] The role of management is to
take these decisions.

Marketing = the process of getting customers to buy a firpreducts. This
involves making arrangements for distribution adseatising current products. It
also covers market research to discover likelyarast reaction to potential new
products, and whether possible modifications testeg products would improve
their appeal. th the long run no amount of marketing skill carl ggoducts
customers do not like, but poor marketing can makzoduct fail even though
consumers might have liked'if21]

Net profit margin= is calculated as net income divided by revenaeset profits

divided by sales. It measures how much out of ev@zgch crown of sales a
company actually keeps in earnings. [26]

Partnership= a formal business association, normally formetwken two to
twenty partners. The partners are jointly liable thee debts of the partnership, so
that if one partner dies or decamps, the remaipargners are responsible for any
debts. [8]

Product= what is produced, by an individual firm, an isthy, or the economy as a
whole. [21]

Productivity= refers to a rate at which goods are produced we speak of ‘labor
productivity,” or the quantity of goods produced perker per unit or time. [32]
Profitability = expressed in terms of numbers and shows thigyadifila company to
earn a profit. It is a relative measure of sucéesa business. [31]

Resources= the company’s resources are divided into taegéuhd intangible.
Tangible resources are the physical assets of ganimation such as plant, people
and finance. Intangible resources are non — phlysgsets such as information,
reputation and knowledge. [8]

Return on asset ratie shows how profitable a company is relative ® tital

assets. Return on asset gives an idea as to hmieeffmanagement is at using its

15



assets to generate earnings. Calculated by divaliogmpany's annual earnings by
its total assets, this ratio is displayed as ageeage. [28]

Return on equity raticc calculated as the amount of net income returmed

percentage of shareholders (owners) equity. Retaraquity measures company'’s
profitability by revealing how much profit a compagenerates with the money
shareholders (owners) have invested. [29]

Service= expressed as the work done by one person tmatfiteeanother or the
type of business that sells assistance and expegtber than a tangible product.
[8]

Theory of firm= states that firms (corporations) exist and makesa®ts in order

to maximize profits. The theory of the firm goesrad with the theory of the
consumer, which states that consumers seek to nmxitheir overall utility.
Modern takes on the theory of the firm sometimestifjuish between long-run
motivations (sustainability) and short-run motieais (profit maximization). [30]

Total Assets Turnover ratis measures a firm's efficiency at using its assets

generating sales or revenue - the higher the nurtterbetter. This ratio is
calculated by dividing sales in Czech crowns bytsss Czech crowns. [25]
Quick ratio= measures a company's ability to meet its skeont-tobligations with
its most liquid assets. The higher the quick ratiw better the position of the
company. [32]

16



5 Business enterprises in the Czech Republic

Foreign legal entities are allowed to conduct tradevities, including acquisition of real
estate, under the same conditions and to the sximet@s Czech entrepreneurs. They may
become founders or cofounders of a business ergermr may join an existing Czech
firm. Foreign companies may operate in the CzecpuBkc, either by establishing a
branch office registered in the Czech Republicyoestablishing a Czech company.

5.1 Types of business enterprises

There are several different legal forms of entegsiin the Czech Republic, such as
limited liability companies (s.r.o0.), joint-stoclompanies (a.s.), public trading company
(with no obligation to generate registered capitiaf)ited partnership, cooperative or sole
trader (belonging to one person). Whatever thel legen is, the business name of each
company must be unique. In the Czech Republic tbetmommon forms are limited
liability companies and joint—stock companies; thhusy will be described below more in

detail.

5.1.1 Limited liability company

“A limited liability company (denoted as s.r.0.) c@mmonly used only for small and
medium-sized businesses. It may be establishest &yha founder’'s deed by one entity or
by a memorandum of association concluded by a gadugntities or individuals up to 50.

However, a limited liability company does not issslgares. The ownership interest
represents the shareholder's participation in thempany and the rights and duties
derived from such participation. The size of thenemship interest is basically determined
by the ratio of a particular shareholder's investmecontribution to the company’s

registered capital.[19]

The minimum registered capital is CZK 200,000. Kanpany is formed by one person
only, its registered capital must be fully paid lbgfore registration in the Commercial
Register. Since a limited liability company does$ have a board of directors, its statutory
body is made up of one or more executive officersp are appointed by the general
meeting, the supreme body of the company, or bysthe shareholder exercising powers
of the general meeting. Each executive officer aots behalf of the company

independently.

17



5.1.2 Ajoint - stock company

A joint-stock company (denoted as a.s.) is useddi@e companies and is established by
one or more shareholders (whether individuals gallentities). A joint-stock company is
obliged to issue its articles of association. Beateares are freely transferable while
transferability of registered shares may be rdsulicbut not excluded by articles of
association.

“Minimum registered capital is CZK 2,000,000 or CZ20,000,000 if the company is
founded through a public offer of shares. The $tayubody of a joint-stock company is
the board of directors, who must have no fewer tttaee members who are generally
elected and decides on all matters that are noeme=d to the general meeting or the
supervisory board. Each joint-stock company muttlbdéish a supervisory board, which
monitors the activities of the board of directorsdathe operations of the joint-stock
company. The supervisory board consists of at lkaee members and the number of its
members must be divisible by thiga9]

5.1.3 Trades

Trades are regulated by the Trade Licensing Acthvientifies the following types of
trades: notifiable and permitted trades togetheth wather business activities that are
regulated by specific legislation.

The Trade Licensing Act sets out the general cardit for pursuing a trade that is
common to all types of trade: a minimum age of Harg, legal capacity and good

character.

5.1.4 Other business activities

Other business activities include pursuit of thecadled liberal professions, such as
lawyers, doctors, vets, notaries, patent agenis,atlvisors, experts, interpreters, stock
market valuers, stockbrokers etc, which are regdlay specific laws.

Another type of business activity in the Czech Rdipuis entrepreneurship, where the
most attention is paid to the entrepreneurial formisch are an integrated part of the
general debate on entrepreneurship and fit intcoranwon view of entrepreneurship.
However, public and policy discussions pay lesemndithn to the part-time, parallel and

serial types of entrepreneurship.
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5.2 Registration and documents

Before registering in the Commercial Registdl companies must obtain a trade license,

or a concession, corresponding to the activitiesy timtend to perform or some other
business authorizationFbr this purpose, they must appoint an authorizepresentative

who is responsible for the company’s compliancé wie conditions of the trade licenses.
The appointment of a responsible representativaois required for some types of the
general business activities. An authorized reprege/®e must be designated for each
activity performed by the company; however, oneh@uged representative may be

responsible for more than one trade license ofcthrapany.”[34]

A company comes into existence by registering ire t@ommercial Register
(www.justice.cz) maintained by the respective Riegi€ourt, which is obliged to register
the company or to deliver another decision witthi@ period of 5 working days; otherwise
it is considered that the registration was perfarae the following day after this period

has expired.

“The following documents must be attached to thaiegtion in particular:

» documents, not older than three months, showingvétiel incorporation of the
founder

 incorporation documentation, i.e. founder’'s deedramorandum of association;

* specimen signatures of directors (members of thgpanmy’s statutory body);

* evidence that the company’s registered capital ywagl up in the minimum
required amount (usually shown by a bank statement)

» a statement of credibility signed by each membeahefstatutory and supervisory
body and the consent with the entry into the CoroimleRegister;

» extracts from the criminal registry for each propds representative and
supervisory board member

» extract from the Trade Licenses Register or othgtharization relating to its
business activity;

» evidence of title (ownership right or the consehttlee owner) to the premises

where the registered office of the company wilsibeated,;
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» powers of attorney for any person (obligatory foreigners without a delivery
address in the Czech Republic) to be registerethenCommercial Register in

relation to the incorporation of the company34]

Together with registration arises for the compasyall a duty to pay taxes, especially

corporate income and value added tax (VAT). [18]
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6 Business strategies leading to higher profitability

There are many possibilities to increase a firnrsfifability through strategies, which
stem from every single opinion of manager, ownethef company, author of the book, or
teacher. However, each company want to keep itausec it might be a part of the
successful know — how they do not want to sharé& aityone else. Sometimes a single
factor can significantly increase the profitabiliboy a business but for most businesses
increasing profitability means implementing a numbesmall improvements gradually -
ideally built into day-to-day processes and operetiThere is no general guide for all
companies; each company must find its own best wap increase profitability. But
after all, there are some key areas that all basesecan consider when aiming to increase
profitability. On the contrary, many of these stgies can be classified as fundamental
guality customer service and all businesses shstiide to learn from, respond to and
respect the loyalty and feedback of their clients.

In general, there are lot of authors who recommstnategies leading to higher firms’
profits, such as Charles Hill, Patric J. CondomnSEate, Peter R. Dickson, Jill Lublin,
Gerard J. Langey and many others. All of theseaatktate and promote “guaranteed”
methods of how to increase profits in companies rafi@ct this method on the chosen
strategy. All of their strategies in the term ofrieasing profits are valuable; however, not
all of those strategies can be implemented on th@sen company. Still, the most
important ones (such as reducing costs, segmemtaipanding into new markets, etc.)
will be described in the paragraph below, howetiel twill not be further implemented in
the practical part of the thesis. Therefaegarding the topic, objectives, character and
strategic goal of the company only those authors, lvese strategy is suitable and
relevant to the actual situation of the company, vilibe picked up in the practical part

of this thesis. Jill Lublin, propagating the connection of incriegs profitability with a

widening portfolio of clients is one of these.

6.1 Widening the client base

“Crucial to the success and longevity of the lifeamy business, is the ability for that
business to build and expand its client ba$0] It is not enough to just want and hope
for a solid client base that will grow and guarantee achievement of a healthy bottom

line. On the contrary, businesses must activelptejize to build their client base.
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Fortunately, there are five fundamental tips thext be followed to ensure that the firm
enjoys success through an extensive base of cliehése fundamental tips consist of:

* knowing and understanding the customers,

» seeking their opinion and feedback,

» understanding who the firm is targeting,

* building relationships with new and existing cusers)

* collaboration.

6.1.1 Knowing and understanding customers

The firm should not just assume that they know wthatr customers are like and what
they want or need. Every time a product is desigedeveloped, the information that the
firm’s customers will need and be interested inusthdoe prioritized. This means that the
ways clients will perceive their message shoulcdresidered carefully. Everything that
the firm should do is to be wholly and solely f@xlsn their clients. This means that every
leaflet, communication and product needs to beotnst centered. Behaving in this way
communicates to customers that the firm cares atbhmum, as well as their opinions, wants
and needs. In an environment where there is suotedible competition for the business
and loyalty of clients, any marketing, advertisargd communication that the firm has with

clients must facilitate their business speakingcliy to them.[39]

6.1.2 Seeking the customer’s opinion and feedback

“No business can accurately deduce their clientpinmn of them unless they have
undertaken relevant research to ascertain cliemtgptions. Businesses need to capitalize
on the useful intelligence that can be garnerednfiasking customers to comment on their
experiences and this can often be done in somelesiam@ ways that require minimal
investment of time, labour and cost. It is necesgartalk to the clients when they are
directly dealing with the firm’s business. If heipfthey could even guide their staff with
some leading questions that they can ask clietistratively (or additionally), direct mail
or online feedback forms can support clients tovmte feedback and this can be done
anonymously if desired.[39] Ultimately, the use of survey tools and otl&ategies to
learn the opinions of clients in relation to somesibhess, needs to explore what it is that
the firm’s clients like about this business and whank the firm is doing well and what

could be improved.
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6.1.3 Understanding who the firm is targeting

Increased intelligence of the clients, their neaadg their perceptions, can be beneficial in
determining who the company will target in the fetiand what its approach will be.
Understanding the demographic features of the tangeket and what motivates them is
important in developing and promoting products iffiedent types. Furthermore, research
to inform the types of products and services that dlient base is most interested in is
almost always beneficial and it is also importantonsider that it can take time to reach a
particular target market. Therefore, there showdsét reasonable timeframes which will

be built into plans and strategies.

6.1.4 Building relationships with new and existing customers

As previously mentioned, it is essential to underdtand appreciate customergaluing
the firm’s customers is much more than greetingntiveith a smile, placing purchased
products in paper bags or other shopping bags, wishthem a good day and ushering
them out of the firm. The firm should be genuinasking both new and existing clients
about their experiences and do not treat their btk in a tokenistic or selective manner;
there is much to be learnt from the comments affbyeall.

If the customers provide a firm with feedback, tha&y understandably want to see that
their contributions have been considered and, wéign, acted upon. The real goal should
be that the customers think of the firm as beikg & family to them — something that they
trust and return td [39] It is also necessary to be prompt in respondingustomer
concerns, requests and needs, since the poor arsteenvice is one of the gravest
mistakes that any business can make.

6.1.5 Collaboration

Increasingly, many businesses are finding thatetherbenefit in partnering with other
companies to appeal to new clients. Of coursestiggestion is not to collaborate with a
business that is a competitor, but to develop grecal relationship with a business that
can help to increase your client base and with wigomcan share the firm’s own client
base. [39]

6.2 Expanding into new markets
Many companies successfully operate in a niche edavkthout ever expanding into new
markets. But some companies achieve brand awaremesimess stability and increased
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profitability, by expanding into a new markeT.Here are a number of ways of growing or
expanding into new markets; however, it is necgssartake into consideration that
expanding involves huge and financial exacting rarksearch — ie. finding out about
things you need to know such as import duties, lagigns, distribution channels, market
size and growth, potential competition, demographimcal production and possible
customer. Developing a market entry strategy shaalldays involve this thorough
analysis. But whatever choices or possibilities¢hemay be, business owners who are in
the hot seat to make a judgment should consideayasthe best possible option that is in

line with their main objectives [36]

6.3 Developing new products/services

New products and services are the lifeblood of lallsinesses. Investing in their
development is crucial to business growth and fability. Identifying where products or
services are in their lifecycle is central to threfpability and effective research into the
markets and competitors helps do this.

Ideally, the firm should always have new produatservices in development as others
decline so that at least one part of their ranggh@ving a sales peak. When developing a
new product or service, there are many risks thghtmcome. To minimize them and
allocate investment and resources wisely, the Birauld consider a number of factors
during product development, such as if the new proar service will meet customer
needs or specifications, how technologically felasib the product or service, what the
firm hopes to achieve with the new product or senand many others. But the clearer the
firm is about its plans; the better can analyzeribles involved. Basically, new products
and services have to offer benefits that meet tlsomers' needs, so the firm needs to
discover what these are. It is important to remantbat although the end user of the
firm’s new product or service might be its most orant customer, they may have to take
the needs of other parties into account as weltl \is necessary to do so in a way that is
better than the alternatives offered by its comed;j just in that case it will increase the

firm’s profitability. [13]

6.4 Competitive advantage
“Competitive advantage is a company’s ability tadpmarform its competitors. Competitive

advantage can be achieved through low cost andrdiftiation. A company is said to have
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achieved competitive advantage when its profit natdigher than the average for the
industry” [21]

The impacts of high product quality on competitag/antage are the creation of a brand
name reputation, greater efficiency, and thus, tasests. This enhanced reputation allows
the business to charge a higher price. At the dame the costs are down so profits are
much higher, producing a higher competitive advgatauality has become imperative
for survival in some companies. To achieve customesponsiveness a company must
deliver exactly what the customer wants when tretaruer wants it. A company must do
everything it can to identify and satisfy customeeds. Steps taken to improve quality and
efficiency are consistent with the goal of high tonser responsiveness. There may be a
need to customize goods and services to meet thwrdés of individual customers.
Customer response time has become a big factarcheasing customer responsiveness.
Other areas that aid in achieving higher custonesponsiveness are superior design,
superior service and superior after-sales seridesapport. The durability of a company's

competitive advantage depends on three factors:

» the height of barriers of imitation,
» capability of competitors,
» dynamism of the industry.

“Barriers to imitation are the factors that make difficult for a competitor to copy a
company‘s distinctive competencies. The major deteant of the capability of a
competitor is its prior strategic commitments. Aamyic industry changes rapidly, thus it

has a high rate of product innovations]

6.5 Marketing segmentation

“Segmentation is just one of the steps a firm ntalsé when they are working to define
their specific target markets. Marketing segmentatis the process of dividing a market
into a group of key customers that require diffén@roducts or services. Instead of using
the same marketing strategy for all the consumiliis, dividing into different categories
and tailored to fit the needs of the consung2] The goal of market segmentation is to
target the correct audience with the correct prodnd obtain the highest rate of return for
a product. Beside this, marketing segmentation alkmwvs a company to find a new
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approach for businesses and customers, help theemndee the needs and wants of
customers, so that it is easier for them to satssfyariety of people and helps them to
develop new products that are based on the nedtle tdrget market.

Generally, the first aspect of marketing segmeumitais to find the "category of need" that
the company, service, or product will fulfill. Tleeare three fundamental characteristics
that define the "category of need":

» Strategic- this category must define the product the congpaioffering and why it
is important to the mission, objectives, or operadiof the consumer.

* Operational- this category must fulfill the general operatipgocedures of a
company and align with its procedures.

* Functional- the final approach is to define the functionch@ecustomer has for a
product. The product or service must deal with @&cdm process such as

accounting, maintenance, etc.

The second aspect in marketing segmentation i®fioelwhat the need is and who will
experience this need. For example, some of thesnadousiness may have include the
following: reduction in operating expenses, inceshsash flow, improved productivity,
etc. Once the need and prospects are defined, patymnmust then consider the 4 bases of
consumer market segmentation; geographical, dembig@, behavior and

psychographic.

» Geographical baseare based on states, regions, countries, clinppulation

density, and population growth rate.

» Demographical basesclude variables such as age, family size, gerethrcation,

life cycle, occupation, income, ethnicity, and fansitatus.

» Behavior base#clude product knowledge, attitude, responseageisand brand
loyalty, price sensitivity, and benefits sought.

» Psychographic bas&sclude lifestyle, personality, and values. [22]

Marketing segmentation is set up by many smallpesyof segmentation, for the business

though will be more described these three: custpprere and market segmentation.
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6.5.1 Customer segmentation
Customer segmentation is the practice of dividingcustomer base into groups of
individuals that are similar in specific ways redevto marketing, such as

e age,

e gender,

* interests,
* spending

* habits and others.

This type of segmentation looks at groups of custsmin terms of the revenue they
generate and the costs of establishing and maingarelationships with themTherefore
companies that participate in marketing segmentatid! recognize the customer changes
and will find ways to produce products that are gebtoward a certain lifestyle or toward
particular customer needs. Part of the customernsmgation are procedures, that
include: deciding what data will be collected analahit will be gathered; collecting data
and integrating data from various sources; deveatgpimethods of data analysis for
segmentation; establishing effective communicaéiorong relevant business units (such
as marketing and customer service) about the semt@m and implementing
applications to effectively deal with the data aedpond to the information it provides.”
[37]

6.5.2 Price segmentation

Price segmentation is the practice of offering edéght prices to different customer

segments with an eye on maximizing the profitapildf each segment. For most

businesses, it is highly lucrative, though it caketsome effort and planning to get started.
Through effective price segmentation the company ceeate opportunities for each

customer to purchase their product or service atpiice that is most relevant for the

customers and most profitable for them. Since roostpanies compete on price, there are
lots of companies that have the ability to sustahigher price level and higher margins if
their product provides value to customers. The tsuthat customers are willing to pay

different amounts of money for a concrete producesvice if it meets their needs, so it is
needed just to properly diversify them and to depdahrough marketing segmentation

such price strategies, thanks to which will thetaoers accept higher price. On the other
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side, it is necessary to mention is that price sagation isn’'t a marketing tactic for every
business, but if the company can work through tteegss above and align its customer

segments with specific pricing, they will immediatart to be more profitable.

6.5.3 Market segmentation

Markets have been segmented and products and eerditferentiated for as long as
suppliers have differed in their methods of compuetior trade. The major advance in
recent times has been that market researchersseng theories and analytical techniques
in their search for better ways of identifying metrkegments and product differentiation
opportunities. [20]

Market segmentation is a significant part of thenpany’s strategy, because it helps
determine how to create a campaign and use maahgedgment to implement the

campaign. Furthermore, once the market is dividimg smaller segments, companies can
begin measuring the differences between groupskéfiag efforts are much easier for
companies that have implemented marketing segnemtdtecause they are able to

discover niche markets.

To conclude the chapter of marketing segmentati@mauld happen that company does not
know how to properly identify their key target merk However, there are several
companies that provide market segmentation senacesformation that will help their
business re-design products or services to fitrteds of the consumer. One of the
services offered by these companies is the alitityletermine the emotional reasons
behind purchasing products. They discuss differeasons why customers buy and the
emotional need versus traditional research. Hiangoutside market research company
determine the different reasons and help the coynperderstand what their primary
motivations are behind the price, quality, and wervof consumer buying. Outside
companies will conduct surveys of customers ancerdehe the hidden desires and
motivations behind purchasing a product. Since hubghavior is complex, it is difficult
for companies to understand the attitudes and feetiensumers have about products.
Using a company that specializes in marketing segatien will allow your company to
understand those abilities and provide more detadut your target customers such as

loyal customers, brand switchers, and the custoofazempetitors. [22]
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6.6 Reducing operating and hidden costs

Finding ways to reduce operating costs is typicallypriority for most companies.
However, selecting what is needed and what is elgdde is far from an easy task.
Overlooking the importance of this process candterdental, especially when a company
is facing financial hardship. And today, reducingdeacontrolling operating and hidden
costs has really become a necessity in this fimdgcchallenging environment. Hidden
costs are also linked with low quality managemeu tb both a lack of small business
owner/manager role development and a lack of stppéne face of a constantly changing
business, social, and ecological environments.

“Thus, the initial tendency is to “slash and burréverything that seems extraneous.
Although this may save money in the short tern, towe it may actually do more damage
than good. In business, it's important to thinkaigh every decision. Even the hiring or
firing of a single employee could shift the balatreenendously. Nevertheless, when facing
financial difficulties, companies rarely have thme nor the perspective to truly assess
what is best for them[9]

And because each company acts differently and ishaiy, even though there are lots of
possible strategies and plans to reduce costsifiirth, it is not possible to generate one
for all firms. In such situations; using an outseatdity is probably the most effective way

to get a true assessment of how to reduce operatithidpidden costs. [9]

6.7 Expense control

Expense control is the first step to having a ss&fté business, because nearly always
those companies with the lowest ratio of operaérpgenses to assets are consistently the
most profitable.

One of the biggest challenges of small businessosvand business start ups is controlling
overhead. Though it's crucial to invest in goodorgses, it's still important to spend
wisely - especially in this tough economy. Duenmaier margins or more erratic revenues
of small businesses and business firms, even justas two months of out of control
expenses can Kill their business.

There are some simple ways small business owners@mpanies can control overhead
expenses.One of the methods is to know the common overhgaehses, such as daily
operational cost, like transportation, salaries,tkalso rent, electricity and other utility
bills, office supplies, and even marketing and dilsiag costs. Another way comes from
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taxes; it's worth hiring an accountant or tax expt&y handle book keeping. It may seem
like an additional overhead cost but it actuallyncaave to the firm much money. An
accountant may also be able to know which overleg@enses are taxes deductible. Some
of the firm may be also spending too much on wedlir if they only operate a very
simple website or maybe they have office equipthantthey rarely use, which cost them
in terms of electricity, maintenance and upgrades recommended to do an inventory of
the equipment the firm has and whether or not teaity need them.18]

The firm can save as well much money by hiring peopith the multiple skills and
strengths. They will work more efficiently and cdme trained to handle bigger
responsibilities or a larger scope of work. Howewdnen controlling costs, each company
is an individual, thus it is necessary to createnaiividual strategy of expense control to

reach the highest effectiveness of the concretgpeom [8]

6.8 Building and maintaining effective team

“Building and maintaining effective team is a tineensuming and sensitive process
particularly in businesses where the pressureshef moment are often intense. Most
attempts at team building don't work well, simpgcéduse managers and staff fail to
appreciate the effort that has to be invested nmetiand attention to detail. There is little
doubt, however, that when done well teamwork couateis considerably to greatly

improved productivity and reduced cosfd ]

An effective team has certain characteristics #latv the team members to function more

efficiently and productively:

» they develop ways to share leadership roles and wa@hare accountability for
their work products, shifting the emphasis fromitigividual to several individuals
within the team.

» teams accept responsibility and not "blame"” onethamofor team mistakes, nor
should they spend useless time in personal justifios.

» good teams look upon first time mistakes as oppdras for learning, rather than
criticism and punishment. They are, however, tooghrepetitive errors, just as

they encourage appropriate risk and innovation.
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Creating effective teams has to be a carefully ghbwut systematic process. Setting up a
work team involves more than just putting togethéew people and handing them a task.
A team needs an effective team process in placé foroperate to the best of its ability,

which will subsequently lead to increase the firprsfitability. [11]

6.9 Optimize business and internal processes

“The strategic focus of the internal business pssEs is to determine the business
processes an organization must excel at to sabsty its shareholders (owners) and
customers. The strategic objectives are not meaelidentify existing internal business
processes, but also to identify new ones that naase lthe greatest impact on customer
satisfaction and deliver greater financial returns shareholders (owners). Further,
optimizing business processes are aimed at empiogvbrisinesses to be more competitive
at a lower cost and with an improved customer epee.” This is crucial in today’s
economy. [23]

“When optimizing a process, the goal is to maximaree or more of the process
specifications. Optimizing a business process takesh more than controlling a process,
due to complex relationship between various paramsdbeing measured and their impact
on the output, which requires many quality paramsete be optimized simultaneously”.
[12] This call for creating complex logical modejirof the business processes to better
understand the interdependencies. Such modelsesignéd to work on real time data
from the process and make necessary adjustmemntarious process parameters in real
time. The ability to optimize or improve a procésslependent upon the ability to control
the process. The ability to control the procesgeisendent upon the access to reliable and
valid measurements.

Parts of the business processes are internal whes) are being by the firm identified and
monitored so that ensures if the business is senupe efficient and effective ways,
resulting in satisfied and loyal customers andaasmg profitability of the firm or not.
[12]
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7 Environment of the company

Each firm must know what is happening in its sundings, what factors affect it, what are
their future developments and other informationomer to properly fulfill its own
activities. Comprehensive, accurate and in thet fighe gained information improves the
competitiveness of firms. The firm must be abl&dwe real-time information available on
developments inside and outside the organizatiah farther must be able to process
information effectively and immediately respondaiccordance with its mission. Without
rapid access to accurate and comprehensive infaimafirms risk of having the
unqualified decisions. [4]

7.1 External environment

As was mentioned in the previous paragraph, firmsdeoot operate in a vacuum. It has to
act and react to what happens outside the factody adfice walls. These factors that
happen outside the business are known as extexctak$ or influences. These will affect
the main internal functions of the business andgipbsthe objectives of the business and
its strategies.

While inquiring into the environmental factors swnding the business we are talking

about external analysis. We can distinguish:

* Macro - analysis: an investigation of conditions that firm cannofluence, but

which have an impact upon the organization. (egnemic, demographic, policy,
socio-cultural makers, and others). These forcesimpact one organization more
than another simply because of the nature of acpéat business. For example, a
company that relies heavily on technology will b@ren affected by software
updates than a company that uses just one compditeough somewhat removed,

these indirect forces are still important to thieiactive nature of an organization.

* Micro - analysis: this environment has an immediate and firsthanghchupon the

firm (eg. competitors, suppliers, owners, customeasiployees and others).
Management of the firm has a responsibility to eacthese groups, e.g.: owners
expect managers to watch over their interests apdide a return on investments,

customers demand satisfaction from the productssamdces they purchase and
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use, suppliers require attentive communication,npgayt, and a strong working

relationship to provide needed resources, compeffesent challenges as they vie
for customers in a marketplace with similar produmt services and employees and
employee unions provide both the people to do ¢hs pnd the representation of

work force concerns to management. [1]

7.1.1 PESTEL analysis

PESTEL analysis was originally designed as a basimavironmental scan and is very
commonly used tool for analyzing the external maem@ironment in which a business
operates.

All organizations are surrounded by environmeraatdrs which influence their activities.
The first step in analyzing the environment is ébedmine the degree of the impact of the
general environmental factors on the firm’'s perfante. The number of possible
environmental factors is very high and they havenbelassified in different ways. There
are listed following environmental factors: polidic economical, sociocultural,
technological, environmental and legal. It is clézat some of these factors may differ
from country to country. However, in some countrigs can observe the similarities
present between countries in terms of their strategvironmental factors. Before
developing a strategy management of the company bbeusware of the impact of general
environmental factors on their strategy. This awass could be gained by systematic

(PESTEL) analysis of the firm’s environment.

» The political environmental factors include taxation law, polti changes at
different levels, and changes in employment laveegrissues, political stability,
critical situations and war. However, there are ynather political factors which
are not listed here. For instance, in Europe, tdmméation of the European Union
has led to an increase in merger activities acrwsonal boundaries. It has
encouraged small middle enterprises (SME) to belied in exporting their
products and services to the other markets in Eurdpends and changes in the
political aspects of society have been shown teggnificant impact on business
firms.

» Any development in theconomicenvironment can have a significant impact on

small middle enterprises and their activities. Ehe@sclude factors such as GNP
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trends, GDP per head, inflation rate, exchange, ratergy and raw material
availability and cost, employment level, interestiet monetary and fiscal policies,
banking policies and investment. Strategists shthédefore be aware of the trends
and changes in the economic side of the environnmenthich they operate. For
instance, an increase in the exchange rate carlt riesa decrease in export
activities. SMEs operating in a foreign market dddae aware of any changes in
the exchange rate and calculate its likely effeatsheir business.

The third element of the environmental factorshisgocio-cultural variable. This
variable includes any factors related to the caltaspects of the environment such
as cultural change, customers' values, demograpiaicges, age and geographical
distribution of the population, birth and deatherahcome distribution patterns, life
expectations, music, education level and healtblléwor instance, strategists ought
to be aware of the cultural values of the commuaitgl the country, as a whole, in
which they plan to make investment. Customer’'s eslun one country will
certainly be different in another and consideringtomers’ expectations and needs
is crucial in developing a successful businesstegsiya Demographic trends are
another aspect of the socio - cultural environmemduding questions about the
age or geographical distribution of the populatéthe target market.

Strategists in small businesses should be awameaofy aspects dechnological
changes in the industry. Factors such as the spleidhnological changes within
the industry products substitutions, informationchigology (IT), electronic
commerce (e-commerce) development, internet dewedop and many more
should be considered carefully prior to formulatminthe strategy. Equally it is
important to allocate a portion of the financiadaarce of the firm to research and
development, in order to be able to keep up witlhigasing technological changes
within the industry. [1]

Environmental factors are arising from concerns about the na&maronment, in

other words the “green” issues, including increggioncerns about packaging and
the increase of pollution and waste.

Finally the legal factors, which are reflecting national legislatwstitutions and
policies and embraces some legal changes, suckadth land safety legislation or

restrictions on company mergers and acquisitions.
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For managers, it is important to analyze how altrefse PESTEL factors are changing
now and how they are likely to change in the futewing our implications for the
change. Without a clear sense of the key drivershiange, managers will not be able to

take the decisions that allow for effective actif@j.

7.2 Internal environment

Besides the external analysis is also performedaxag the internal situation of the firm
- the internal analysis. In the internal analysisr@ examines the various factors which
have on them immediate effect and which can infbeethem a lot, such as: organizational
structure, the firm’s resources, the educationaklleof management and employees,

processes, machinery, strengths and weaknesgas firith and others.

7.2.1 SWOT analysis

The SWOT analysis is very commonly used tool thatspes an integrated approach
including key company and environmental variabldge objective is the confrontation of
the company’s internal strengths and its weaknessesvell as company’s external
business opportunities and threats in order torgém@ossible strategic options.

The assignment’'s objective is to describe the ntetlid SWOT analysis as a
comprehensive, internal analysis instrument to ggeccompany internal and external
information, able to deliver a significant addedluea to a company’s strategic
development. Examining a company’s internal anérel environment is essential in the

process of strategic planning.

The SWOT analysis, which includes the analysis of

e strengths,

* weaknesses,

e opportunities

e and threats
investigates internal and external as well as pes#&nd negative factors of a company. On
the basis of the SWOT analysis a marketing strategy be developed using corporate
strengths as well as avoiding corporate weaknessegsable a company to benefit from

future opportunities with regard of future riskis] [
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A company has a greater degree of practical cootref its internal environment — which
includes resources, culture, operating system8jngtgoractices, and the personal values
of the company’s managers. These areas are ggnsudject to the discretionary decision
making of the organization’s executives. A compéag lesser control over its external
environment — which includes resources, cultureraing systems, staffing practices, and
the personal values of the company’s managers.eTae=sas are generally subject to the
discretionary decision making of the organizatioesecutives. On the other side, a
company has lesser control over its external enuirent — which includes market demand:
the degree of market saturation; government pali@eonomic conditions; social, cultural
and ethical developments; technological develops)&tlogical developments; and other
factors.

It is known thatfor some companies can play their strengths almoslecisive role(e.g.

on the case in dominating the markéy, some companies it may be only a minor fact
This is true also for weaknesses, some of whichbeanearly fatal for the company, while

others are just easily removable defect which mkmfor being improved in the future.

Within the SWOT analysis, broad information frone tompany, competitors, market and
environment can be gathered using potential arslgempetitor analysis, market analysis
and environmental analysisTHis information is then presented and compactedinvihe
analysis of strengths and weaknesses as well agrigjmjities and threats. Therefore, the
SWOT analysis offers a combination of these reswitdelivering helpful information to
see the firm’s resources and capacities against bekground of the competitive
environment in which it operates. For determinatindividual strengths is also often used
brainstorming with the management of the company specialists in the area, which
relates to the SWOT analysis. After brainstormisgeverything sorted according to
relevance and evaluated by the whole team accordingiportance.”[14] As the result,
on the basis of the SWOT analysis must take pléa decision of the management how
to deal with the results and generate genericegtyadf what will be realized as the next.
Anyways, it is always a part of long-term planniftj.

The results of both analysis (SWOT and PESTEL)theebasis for determining future
market position the company for setting goals amthtilating strategies and other plans.
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8 Information technology in the company

The power of modem information systems and inforomatechnology (IS/IT) offers new
opportunities to rethink, at the broadest levelsstang business strategies, approaches and
practices. Over the past decade, IT has openedcewpbasiness opportunities, led to the
development of new strategic IS and challengedhalhagers and users of IS/IT to devise
new ways to make better use of information.

Further,“information technology has become the “invisiliéetor” — a business resource
that is here already and has become such a hugeseiyg. IT helps to face the challenges
involved in managing businesses which are increggireliant on IS/IT for growth and
survival” [3]

Active using of Information technologies, even Ire tsmall firms, can have a significant
impact on its profitability. For smaller firms cée using of IT split up into the 2 general

categories, that might not be forgotten under arcpmstances:

» Customer Relationship Management (CRM)

> E — commerce.

8.1 Customer relationship management (CRM)

“Customer Relationship Management is an informatiodustry term for methodologies,
software, and usually Internet capabilities thatlph@n enterprise manage customer
relationships in an organized way. It is also a poehensive approach for creating,
maintaining and expanding customer relationshipseré might be also used the word
strategy here because, done well, CRM involvesar @lan.” [2]

Put into the practice, when the firm implementsGRM strategy, they will capture and
analyze data about their targeted customers and tdrgeted buying habits. From this
wealth of information, they can understand and igtedistomer behavior.

In today's economy is really hard to keep customsdationships. However, customers
want to do business with companies that understdrat they want and need. Wherever
the managers are in their organization, CRM is abmanaging relationships more
effectively so they can drive down costs whilehs same time increasing the viability of

their product and service offerings. [2]

37



Implied for the business, a company might build edadase about its customers that
described relationships in sufficient detail sottmaanagement, salespeople, people
providing service, and perhaps the customer diyrectiuld access information, match
customer needs with product plans and offeringsnimd customers of service
requirements, know what other products a custonagt purchased, etc. All of the
mentioned functionalities are involved in the CR#4, it is obvious the importance of

implementing CRM in the firm.

8.1.1 Sensitive data storage

Nevertheless, if the management decides to imple@BM into their firm, it is necessary
to take into the consideration one important facsterage of the client’'s personal
information. In the Czech Republic takes care abl@tpersonal data storafjbe Office

for Personal Data Protection.

“The Office for Personal Data Protection develops activities on the basis of Act No.
101/2000 Coll., on the Protection of Personal Dated on Amendment to Some Acts, as
well as by several other laws. The purpose of #uisis to protect customer’s right to
privacy, which while guaranteed by the Charter ahBamental Rights and Freedoms, is
coming increasingly under threat in contemporarycisty due to advancements in

information technologies.[41]

Therefore, each firm which decides to collect peas@r sensitive data or information of
the clients must first of all register at the Odfior Personal Data Protection. Then shall be
obliged to inform the data subject of the scopevimch and the purpose for which the
personal data shall be processed, who and in whahem will process the personal data
and to whom the personal data may be disclosedssirthe data subject is already aware

of this information. [41]

8.2 E - commerce

Electronic commerce or e - commerce is a term fyr tgpe of business, or commercial
transaction, that involves the transfer of infonmtacross the Internet. It covers a range
of different types of businesses, from consumeetbastail sites, through auction or music
sites, to business exchanges trading goods andcesrbetween corporations. It is
currently one of the most important aspects ofibernet to emerge.
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“E - commerce allows consumers to electronicallgh@ange goods and services with no
barriers of time or distance. Electronic commeres lexpanded rapidly over the past five
years and is predicted to continue at this rateewen accelerate. In the near future the
boundaries between "conventional" and "electrordoinmerce will become increasingly
blurred as more and more businesses move sectfdhsipoperations onto the Internet.

When implemented properly, e - commerce is oftsteffacheaper and more convenient

than the traditional methods of bartering goods aedvices.”[35]

Even though e — commerce consists of many typesnidie businesses or transactions
made through Internet, in this thesis will be e-omence focused just on three main parts:
e e-shop
e web pages

» usage of social networks in business.

8.2.1 E -shop

E — shop or online shopping is a form of electraommerce where the buyer is directly
online to the seller's computer usually via thesingét. There is no intermediary service
involved. The sale or purchase transaction is cetaglelectronically and interactively in
real-time. E — shop is being exploited more andanespecially with the connection of
various discount servers or portals (the most fanwouthe Czech Republic are e.g.
Slevomat, Skrz, Slevopolis, etc.).

The popularity of e-shops has been growing faghe Czech Republic in the past few
years. People are buying in particular home appdéianelectronics, books, services or
cosmetics. Prices are usually lower in e-shopsidesghat, people can shop in the comfort
of their homes and save time. With the economgis;rpeople also had to save as much as
they could so they often turned to the Internet.

Nowadays, the number of Internet shops keeps riaimd) even some specialized retail
chains, which were running only brick and mortasshin the Czech Republic, have lately

turned also to shopping through Internet. [17]
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8.2.2 Web pages

Despite what some recent economic events may suydhesInternet is still, and will
continue to be, an extremely important force ineinational commerce. Today a vast
number of enterprises use Web sites as importasibéss tools in their daily operations.
Many companies use Web sites to provide informadiod to promote their products and
services; many other companies use their Web $tteduying goods and services.
Although the Internet provides businesses with mlmer of benefits, it is also a legal
minefield, fraught with potential liabilities.

When creating a new web site or evaluating an iegisine, a common tendency among
many companies is to place the focus on the busiredated aspects of the site. While it is
certainly important to examine business issuedy siscwhether one's site is attractive to
Web surfers and whether the site offers an appatgpselection of products and services, it
is essential that concern about business-relatpdcts of the site does not result in a
neglect of the essential legal issues.

To conclude, a quality web presence on the Inteseequired even by small business
owners for their business to get flourish. It isyw&ue that a website reflects about the
purposes and ideas of a particular company’s bssinehat’s why, a good web page is
very much needed for small business to capturéovisiattention and convey appropriate
messages to them to enable the business grow,aereegreat number of sales, revenues

and get succeed. [7]

8.2.3 Social networks

“Marketing and advertising is the key to any smalisiness success, which have begun
with direct selling, evolved into advertisementghvifyers, posters, then emails, websites,
and now electronic ads on social networking sifegeting the appropriate customers is

the best way to anticipate and meet the needsosétbustomers[38]

Social networking sites include LinkedIn, Twittéacebook, Myspace and others. These
sites each offer options for small businessesaaterprofiles and pages, wherein they are
able to advertise their products and services. $tesal networking system has become a
basis of electronic advertising for small businesdeacebook has now allowed small

business owners to communicate to the masses daate doing, what events are taking
place, what achievements or recognitions have bmmmved by the small business, etc.
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“Small business owners are able to build relatiapshgain return customers, and receive
referrals by marketing the skills as well as seegithey offer via social networking. Small
businesses will benefit tremendously from creatingrofile on these social networking

sites which contains all pertinent information thsers need in order to evaluate the small

business’ qualifications.[15]

The road to creating a successful online storebeaa difficult if unaware of e - commerce
principles and what e - commerce is supposed tfodthe online businesf®esearching
and understanding the guidelinesequired to properly implement an e-business @an
crucial part to becoming successful with online ste building. [35]
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9 Case study of the company

9.1 Characteristics of the company

The chosen company which is the object of thisadia thesis operates in the area of
fitness and wellness. However, since the ownershigf company were not willing to
publish either the name of the company or the seasinformation and strategies the
company uses; the real name of the company camnoséd. Thughe company will be
referred to by the fictive name the "Balance Club This company was one of the first
fitness - wellness centers in Prague and was ésdtadl more than 20 years ago. The
‘Balance Club’ is located in the centre of Pragnd eonsist of four stores, which offer full
care for customers: a wide range of exercise fgmmers and advanced, starting with slow
programs (children and pregnancy exercise programsncluded) up to the cardio and
aerobic programs, so that every client can find liest and most suitable program
according to her/his preference. The ‘Balance Clu@s 2 gyms, 1 fithess room with
equipment, one extra room with cardio equipmentrspg room with 12 extra bikes, and
finally extensive rehabilitation, which consists ggort and physiotherapeutic massages,
sauna, solarium, cosmetics and manicure. Furthermdine ‘Balance club’ has
approximately 25 employees.

As well as providing services, the ‘Balance Clighalso a brand store of Penco, which is a
famous company offering nutrition for recreatiorsald professional sportsmen in the
Czech market. The cooperation of these two compdmas lasted over 15 years. A wide
range of Penco products is offered at the recepifoBalance Club’, so that all of the
customers can buy whatever they need.

‘The Balance Club’ also provides educational cosinseits spaces, such as: courses for
sports instructors, lifeguard juniors or seniorsl anasseurs. On providing all of these
courses has The Balance Club received a licenseakditation from the Ministry of
Education, Youth and Sports so they could provides¢ courses. Balance Club also
organizes satellite events, such as sport weekémols to the mountains for its clients as
well as exercise programs by the sea or relaxaieegks.

The marks of quality and professionalism have baeated by the owners of the firm,
both graduates in the field of rehabilitation froine University of Physical Education and
Sport. They are supported by a team of high qualiy professionally trained instructors

with a long experience of providing a friendly andividual approach to clients.
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At the time of its opening, ‘Balance Club’ in Pragdid not have competition and since its
beginning has offered a range of services of a Jegh standard with quality and
professional care. Unfortunately as time went twe, market more competition began to
appear, which had a large impact on the profitgbilStarting with the clients, who
discovered they could choose from many servicesiged by the increasing number of
fitness centers in Prague; a pitiless fight forheatient started. Over time, with the
increasing number of competitors, it became moffecdit for the Balance Club to keep

their current clients or to attract new ones.

9.2 Organizational structure

The ‘Balance Club’ is a small business, so managershe owners of the company and it
is them who give instructions to subordinate stathd the company, make decisions and
have meetings with business partners. Receptiomesponsible for the day-to-day
operations of the fitness center, coordinating rutsors, cleaning, maintenance and
supplies. The receptionists provide the first contaith the customers/clients and gives
feedback to the owners of the company, who devélofher business strategy. The
company also employs instructors — brigade-workehsy work on the agreement of work
performance. Furthermore, the rehabilitation cdased masseurs and physiotherapists,
who are working with their own business licensed an they act as an independent unit.
An IT administrator takes care of the company’'dhare and web pages together with all
updates. The company externally cooperates witacaounting firm that handles payroll,
pay invoices and takes care of the whole firm’'soaots. The firm’s tax advisor provides
consultations and advice in the field of taxatiowl @& responsible for the accuracy of the

tax declaration. [43]
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Picture 1 - Organization structure
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Source: own processing

9.3 Strategic goal of the company

The company’s strategic goal for the year 2012oisviden their client base, especially
because many clients left during the previous yesrause of the worldwide financial
crisis. This crisis had a huge impact on the compsince clients re-valued their priorities
and placed the whole area of fithess on the netrldcessary side.

Another problem arose with the increasing numbercafpetitors with a significant
number of clients leaving because of the lowergwjidigger spaces or better and more
suitable location of the competitors. For all o#4k reasons, thBalance Club’ wants to
primarily keep the current clients in the company ad widen its portfolio of new

clients.

9.4 Financial situation of the company

Each member of the management of the company shawd under which financial
conditions the company operates and about its diahstatements and from which it is
possible to extract information that can facilitaecision-making. To calculate properly
the complete current financial situation of the pamy Ratio analysis of these figures
would help, since it is d diagnostic tool that helps to identify problemeas and

opportunities within a company.[32]
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Ratio analysis consists of plenty of ratios, whate calculated from the current year’s
numbers and then compared to previous years. 3natbik ratios will be used that provide
insights into a company's:

e Liquidity

» Degree of financial leverage or debt

* Profitability

» Efficiency
The company’s annual Income statements, Balanaetshed Cash flow statements over
the past 3 years (2008, 2009 and 2010) were useduases of information. Since 2011

hasn't finished, the financial analysis from thesay cannot be done.

Table 2 - Calculation of ratios

YEARS
FINANCIAL RATIO CALCULATION 2008 2009 2010
LIQUIDITY
Total Current Assets / Total Current
Current ratio Liabilities 1.83 1.96 1.81
(Total Current Assets - Inventories)/Total
Quick ratio Current Liabilities) 1.70 1.86 1.72
LEVERAGE
Debt to Equity Ratio Total Debt / Total Equity 0 0 0
Debt to Assets Ratio Total Debt / Total assets 0 0 0
PROFITABILITY
Net Profit Margin Profit after taxes / Sales 0.24 0.18 0.17
Return on Assets
(ROA) Profit after taxes / Total Assets 0.02 0.01 0.01
Return on Equity Profit after taxes / Shareholders’ Equity
(ROE) (book value) 0.18 0.13 0.12
EFFICIENCY
Inventory Turnover Cost of Goods Sold / Average Inventory 7.92 8.38 7.08
Total Assets Turnover Sales / Average Total Assets 0.07 0.07 0.06
Accounts Receivable
Turnover Annual Credit Sales / Average Receivables 9.67 9.86 11.33
Days in Inventory Days in a year / Inventory turnover 24.00 27.69 22.50

Source: own processing
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9.4.1 Liquidity ratios
The short-term liquidity ratios show the companwbility to meet its short-term
obligations. The most important are current ratiml ajuick ratio Since the ‘Balance

Club’s’ current ratio varies from 1.81 to 1.96 tisnever the past 3 yeairis,indicates a
greater liquidity and lower risk for short-term len ders. Further, because the ‘Balance
Club’ does not create big inventories, the quickoraompared to current ratio has not
changed so much. Since the quick ratio of the ‘BaaClub’ varies from 1.7 to 1.86 times,
the company is able to meet its short-term obligatins with its most liquid assets

without any problems.

9.4.2 Leverage or debt ratios

The ‘Balance Club’s’ debt is 0 — they do not have &orrowings, money, goods or
services owed. Therefore, both leverage ratiost(ttebquity and debt to asset) are 0 too.
It means that thdBalance Club’ does not rely on external sources tbnance its assets;

but it is seen as a safe, but conservative company

9.4.3 Profitability ratios

It is hard to say what percentage of profits repmés a profitable company, as profits
depend on many factors, such as the position ofcthrapany, its products on the
competitive life cycle, competitive conditions inet industry, borrowing costs and many
others. To analyze the profitability the followingtios will help: net profit margin, return
on assets and return on equity. Since the ‘Bal&lab’ is not a joint — stock company,
calculation of ratios where the value of sharesdsded was excluded (such as Earnings

per share or Payout ratio).

The ‘Balance Club’s’ Net profit margin ratio the year 2008 showed that a 24% profit

margin meant that the company had a net incomezét @.24 for each Czech crown of
sales. In 2009 this was CZK 18% and in 2010 it @& 17%. However, a higher profit
margin indicates a more profitable company thatleter control over its costs compared

to its competitors. In this ratithe ‘Balance Club’ still has the possibility to impove.

The ‘Balance Club’s’ Return on asset raviaried between 1 - 2%, which is a disaster. It

shows thathe company is totally inefficient at converting is assets into profit
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Since the ‘Balance Club’ does not have any stodkdre, the Return on equity ratis

counted as the return on investment to the owiseurn on equity of between 15% and
20% is generally considered desirable. When takiMg consideration the ‘Balance
Club’s’ values; 18 % in 2008, 13% in 2009 and 12362010,it can be rated as
respectable and very good.

However,it is impossible to pass over the still decreasingalue of the ratios.Profits are
still falling, which without any change does notlicate the best future for the company.
The owners should start to be concerned and try tonake changes that will lead to

rising profits again.

9.4.4 Efficiency ratios
These ratios reflect how well the company’s assets being managed. To calculate
efficiency, the following ratios will be computebitventory turnover, Total asset turnover,

Accounts receivable turnover and Days in inventory.

Because ‘Balance Club’ does not produce anythihg, Ihventory turnover ratiavill

consider just how quickly the inventory is beinddsto generate sales. Regarding the
results of the ‘Balance Club’; the highest raticswathe 2009, when it reached 8.38 times.
In this year the company was most efficient in manging inventories by minimizing
the investment in inventories.In 2008 and 2010 however this ratio had decreasbith
was caused by lower sales and worse managing ehiaxies.

Although the ‘Balance Club’s’ assets are very hitjie calculated Total assets turnover

ratiosare not overwhelming; in 2008 and 2009 they wéfeand in 2010 6% of generating
sales for every Czech crown of investment in as3éts ratio should be improved as
well.

Further, ‘Balance Club’s ' Accounts receivable twar ratiosvaried from 9.67 to 11.33

times which show thahe company operates on a cash basis and its extemsof credit

and collection of accounts receivable is efficient.

The ‘Balance Club’ takes an above average numbday$ to sell its inventory. It is also
possible to see this in the large figures of thgdha inventory ratipin 2008 this ratio was
about 24 days, in 2009 almost 28 days and in 20h0st 23 days. Even though the trend

is decreasinghe inventory turnover should be undoubtedly improwed.
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10 Analysis of the environment

10.1 Internal environment

SWOT analysis
The SWOT analysis used in this diploma thesis dk at the internal factors (strengths

and weaknesses) only, since the external factpgsoftunities and threats) will be in detall
described in the further PESTEL analysis, whiclufogist on the external environment.

10.1.1 Strengths

» Good location
Private object - family business
Accessibility by public transport
Club environment
Individual and personal approach to clients
Long tradition

Long- term experience of owners and staff

YV V. V V V V V

Variety and completeness of offered services

10.1.2 Weaknesses

» Small floor space with limited capacity
Limited parking possibilities (parking zone - Prad?)
High economic inputs (costs)

Personnel policy (low unemployment in Prague)

YV V VYV V

Expensive equipment

10.2 External environment

PESTEL analysis

Through the PESTEL analysis the overall externalrenment, which could have a huge

impact on the company’s profitability, will be apaéd.

10.2.1 Political factors
Political factors affect the activities of ‘Balan@ub’ as well, but not particularly. Taxes
and social charges are comparable with other seetod Balance Club respects them.

Even though the activities of ‘Balance Club’ arg@eledent on the personnel employed, it
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does not need a high number of the full-time empésy which is often a great economic

burden.

10.2.2 Economic factors

Although the current economic situation is uncertéihe exchange rate is fluctuating and
unemployment is rising - Prague is in the regiothwhe lowest unemployment in the
country and above-average incomes. Neverthelesse tis seen slight decrease in the
attendance at fitness centers, as these servicestdaelong to the category "necessary"
household’s expenses. Even though it did not affBatance Club’ by reducing the
number of customers much, it has increased the betereen each visit to the fitness
center, which ultimately means decreased profitsthie case this trend will last, the
owners of the company will have to respond by iasieg prices for the services and

products.

10.2.3 Socio - cultural factors

These factors, which are related to the culturgeets of the environment and their
changes, affect the activities of ‘Balance Clublod Because ‘Balance Club’ offers
services, which are not a “must”, any kind of chenfjcustomer’s values has a significant
impact on the attendance. The owners of the compamg done about use in the times of
financial crisis (2008 and 2009), from which hasem that people were so worried about
losing their jobs that they stayed in their jobader which caused them to miss their
favorite exercises in the ‘Balance Club’. Otheexevso worried about losing their job that
they decided to cut not-life-necessary costs (@rgess, trips, cosmetics, and hairdresser)
and started to create a monetary reserve from gavitor ‘Balance Club’ this had just one,
though big impact; less profits and decreasing rerobclients.

Another socio - cultural factor which has ariseonirthe owner’s research is the level of
health. For instance, people who are concernedtaheur health and condition will still
look for high — quality services provided by a &8s center. Those who are less concerned
about their health and do not currently visit amydkof health institutions, might have in
the near future problems with its health. The dodeend seems that more and more
people will have to visit some health institution faness or wellness center, otherwise
they will have big problems with their health a¥@rds. Everything is caused by the
hectic and inadequate lifestyle of today’s popuolatiso it is expected that the population’s
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health level will be getting worse. However, in dmping a successful business strategy it
is always necessary to consider customers’ expeactadnd needs.

10.2.4 Technological factors

The area of fitness is very wide and provides thyootunity for the rise of new activities.
The equipment of the wellness centers dynamicallyroves, so the company tries - as far
as possible - to react and respond to these chahpgey try to place news in the current
program (BOSU, Pilates, Zumba, Step master, Indgoling, etc.) and keep the view of
the programs that are currently “in” and soughtlmutustomers not only in comparison to
the competition, but worldwide. It's not difficldconomically, but it puts huge exigencies
on further training of instructors, self-educatiand personal area of a new lectors.
‘Balance Club’ also responds to the improvemenfaailities such as gyms; however,
since it is a big financial burden, the renewalgeys gradually. The original equipment is
replaced by better digitization equipment with nelgsign, new sports equipment

(expanders, dumbbells) and so on.

10.2.5 Environmental factors

The fitness center does not affect any signifieaat of environment or ecology; it is not a
manufacturer, nor an air polluter. ‘Balance Clutieg to manage its internal operations
according to ecological rules. Water savers azatéa on the showers, artificial lighting is

provided by energy-saving bulbs and plastic waste fdrinks are separated out.

10.2.6 Legal factors

The changes in legislation affected ‘Balance Clilg most, namely because there were
implemented new parking zones in the region. Ttap saused irrevocable outgoing about
1/3 of stable clients; it evoked a considerableneatic loss that has a large impact on
profitability and other company’s business actesti Very burdensome is also the
emergence of new organizations, dealing with tHiection of various fees. Concretely in
the case of ‘Balance Club’, there are collectedsmerable amount of money, e.g. for
sound distribution in the gyms or for payment toAQ€opyright Protection Association),
which represents artists. Then Intergram has begumanding the same payment, which in
turn represents the authors and finally there i®laligation to pay another organization
called Oaza, which stands for protecting soundrexegs. And that despite the fact, that
copyrights are already included in the price whileying music sets. All of these
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disproportionate costs are negatively reflecteth@price of services and nobody from the

company can affect it at all.

SWOT analysis

Besides the above mentioned external factors tifatence a company, there must be

included opportunities and threats from the SWQOdlysis as well, since there are integral

parts of the external environment and company caitipely or negatively affect.

10.2.7 Opportunities from SWOT analysis

» Increasing stress and poorer health condition orentipopulation
Rising % of middle age and older generations
The desire to change lifestyle

Interest in the cult of harmony spirit and body

YV V VYV V

Possibility to rent advertising space

10.2.8 Threats from SWOT analysis

» Increasing number of the competition (new entrantee same location)
Another financial crisis
The emergence of multinational companies (subsidigeother activities)
Increase of input costs (rent, gas, electricijy ...

Legislation (as the parking zones, etc.)

Y V. V VYV V

Negative scientific research (e.g. for a solarium)

10.3 Competitor analysis

‘Balance Club’ knows its nearest competitors vesliwbecause they regularly monitors
the competitor's service offers and prices on thebsite and in the wellness brochure,
where is all of the information contained. Becatis=owners of Balance Club are sporty,
they personally visit the other fithess centerthasclients, so they can afterwards compare
easily almost everything; the indoor equipmentKéss, solarium, fithess equipment, etc.),
cleanness, willingness of staff, professionalismezfchers and, indirectly, the financial
conditions for employees. Although in the neighloath of ‘Balance Club’ is
approximately about 17 competitors (in the Pradnezet are roughly 225), just 4 of them

represents indeed some kind of a threat for Bal@hgk. Thanks to the sporty character of
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owners and their possibility to monitor these cotiipes; the Balance club has a good
overview about what these companies are offerimgpdanning to the near future.

10.3.1 The company’s competitive strategy

‘Balance Club’ undoubtedly benefits from 20 yearsh@ market. All of the activities had
begun when competition in Czechoslovakia at tmaétdid not even exist. During one day
was sold out for the year ahead, whereas mucheo€ltents remained in ‘Balance Club’
till today.

With a length of exposure is closely related rich qofessional knowledge and personal
experience of right and wrong decisions and theimimediate impact on the business.
The ‘Balance Club’s’ owners have high educatiothia fitness field, professionalism and
their good estimation about the customer’s neefisstsanother benefit. Small spaces offer
a club atmosphere, since it is known that in smaljgms is ideal contact between
instructor and client, which is very positively apted by the customers. Therefore is
eliminated impersonality, since the clients knowteather and even their instructors or
receptionists. Therefore are formed new friendshygsich in today's isolated technical
way of life are highly valued. As another compegtiadvantage can be defined the
possibility for customers to buy quarterly membgrsin comparison to ‘Balance Club’s’
competitors, there are almost no fitness centeiering less than annual memberships,

which might be for the potential customer find asamfortable.

The biggest disadvantage is surely the economic dandsof such a small fithess center.
Costs of operationg(lighting, heating, cleaning, employees, etrg essentially identical
with the larger fitness center, but a limited numbe of visitors will have only
fractional profit. The greater competitors dictate prices that cabeotlisrespected, but
the profits are totally different. In comparisondompetitors is another disadvantage the
less possibility of complex offer. Due to the ldoatin the center and size; there is no
possibility to use the swimming pool, tennis or &sju courts, which large number of
fitness centers already offer as a standard. Angth&blem can be seen in the already
mentioned parking zones and since today a smalingiless of people to use public

transport services. [43]
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10.4 Conclusion of external environment

The ‘Balance Club’ is a family business with a longdition and satisfied client3he
main reason for the ‘Balance Club’s’ customerswvigiting this company are mainly club
atmosphere, professional leadership and persopabagh to each of themdvantage is
also an award-winning location (city center of Pragueand good public transport,
which plays in the selection of fithess also on¢hef principal roles. Conversely, for those
who do not use public transport, but use cars tlegnocation be unimpressive because of
the newly established parking zon€he disadvantage is also s lot of competitiom the
company’s neighborhood and small spaces in gymshmbn one side look cozy and
friendly, but on the other side is their limitedpeaity reflected at the lower profit at the
company Nowadays, with the very low unemployment in Pragués also very difficult

to find quality employeeswho would be motivated and have the professionaip=ience
or practice. The most significant challenge andivatibn is the desire for lifestyle change,
since stress increases the current populationrardases the % of obese and overweight
people. The health situation of the populationls® getting worse, therefore it is expected
thatthe fitness centers will belong in near future amog very popular and sought out
businessesRegarding the risks of business in this areagetlaee many. One example is
another financial crisis, which will cause that pkowill try to ensure primarily particular
and life necessary expenses, such as food, housing; and others. From whence it
follows that a need of physical or sport activityllvibe shunted into the background,
because they will rather save or they will not haven enough money for these activities.
In connection with finance cannot be forgot theidamcrease in input costs for
businesseqrent, electricity, salaries, etc.) that will bevoluntarily forcing companies to

increase prices e.g. of individual entries or psisse
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11 Analysis of current company’s situation

Before developing a strategy of increasing the cmgis profitability is necessary to
analyze current company’s situation from two asyettie segmentation of the current
‘Balance Club’s’ customers and actual offered pmogs from their profitability and
effectivity point of view. Data for analyzing custers were gained from attendance books
since 2005; formation of the most profitable progsavas made as an average of the last
two quarters (April — September 2011) in the conypan

11.1 Segmentation of current customers

Taking into account, there are approximately 456t@uers in the ‘Balance Club’ at this
time; according to sold membership cards and iddii entries came out there is only
24% of men visiting the ‘Balance Club’. It mighgsealize the difference between Balance
Club and other fitness clubs which are focusingnigaon men. On the other side this
parameter can show there are not enough programséa at this time or there is a

different aspect why men are not visiting this camy

Graph 3 - Customers by gender

Customers by gender

Total amount of customers = 450

HMEN

mWOMEN

Source: own processing

To better understand what sort of customers igimgi‘Balance Club’ was made an
analysis based on particular representation of egehgroup. There was created 6 age

groups with the result that the largest represemtdias age group 41-50. It means, that
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‘Balance Club’ offers programs that suits besti® late middle-age category. On contrary,
the smallest % of representation has age group uiB8tyears. From overall amount of
customers are approximately just 3% of them fewantl8 years, which is a significant
item that should be taken in consideration. Suirglg high representation is in the age of
51-60 years. It shows that even ‘Balance Club’dapding to new trends and tries to
implement new dynamic activities into the prograthgye are still enough possibilities for

exercises for older generation as well.

Graph 4 - Customers by age structure

Customers by age structure
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Source: own processing

11.2 Profits of particular programs

To analyze situation of profits of the current pi@gs were gained data from 2 quarters
(April — September 2011). These quarters were chbeseause quarter from April till June
is the strongest one, on the contrary quarter fooiy till September is the poorest one
from the visit rate point of view. Thus, in the eage they are comparable to reflect whole
year. All data from programs, which are currentffgied in the ‘Balance Club’ were taken
with reference to hour, day and gym where the eksse held and put in the pivot table,
through which has arisen which are and which ateprafitable. In the charts are profits

counted in the Czech currency (CZK), which are redr&s K.
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On the basis of counted programs in particular ggntswith regards to price for program
paid by customers in those gyms, its capacity sdisit rate counted for every program
per week has arisen following:
* The highest profits in the Balance club has fithessoom, where are held fitness
classes with the instructors and whose amountaditprreach 21.301,- CZK/week
* The second highest profits has gym no.2, wheréhale@ generally slow and calm
activities such as Pilates, Healthy exercises, ybgay - balls and others — the
amount of profits run at 15.484,- CZK/week
* Almost less by half from the profits point of vigwas gym no.1l, where are held
dynamic activities such as Aerobic, Step aerobal|y®/ood, Zumba and others —
profits are 8.145,- CZK/week
* With the less profits is spinning room which gains only 1.075,-CZK/week.

Graph 5 - Profits of particular gyms per week

Profits of particular gyms per week
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To see the profits more in detail according toipakar days will serve the following chart.
There is obvious that ‘Balance Club’s’ strongest dgs from the attendance point of view
and subsequently according to gained prafie Tuesdays and WednesdaysThe

exercises held in these two days have the higheftgpmainly in the fitness room and
gym 2. On the contrary, Friday is definitely theakest day in the week. It might be
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caused from the insufficient or not interestingeofbn the part of ‘Balance Club’. Or
maybe just by dislike of customers having exercmeg-riday, since they are leaving on

the weekends out of town.

Graph 6 - Profits of particular gyms per day
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Even the profitability is a very important indicgtathere should be also reflected
effectiveness of capacity utilization on the basfisattendance. According to amount of
profits, for ‘Balance Club’ is currently the mostofitable fitness room. However, it is

mainly because the classes are offered in the sighensity. On the contrary, gym 2 has
less by half number of provided programs and itscéiveness is pretty much higher than
in the fitness room. The following chart reflectslization of particular programs and

shows those, which has less than 50% of capadityation of each day. There is also
reflected the capacity of gyms, since each roomthascapacity different; gym 1 has a
capacity of 10 people, gym 2 has 12 people, fitmesm has approximatelyl5 people and
the spinning room has 10 people. All of these ciipacwere put into the consideration
while counting the effectiveness of each program.

From that has arisen thatven though the fithess room has the highest prodit fithess

program which is held in the fithess room has theowest effectivenesspn Monday
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there are 6 programs, Tuesdays and Wednesdays7havegrams and Thursdays and
Fridays have 3 programs which have attendance tlems 50% in proportion to the
maximum capacity. It should be a warning numbegesahse in these cases after the costs
deducted the ‘Balance Club’ does not have any fprfofim those programsBesides
fitness, there are three other programs which apeafitable; Step aerobic and Stretching
on Wednesday, and Hatha yoga on Friday. All ofeh@®grams have attendance less than

50% in proportion to the maximum capacity.
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Graph 7 - Ineffectiveness of particular programs peday
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As the summarization and connection of both (pabfitty and effectiveness) will serve
following chart, which summarizes all of the mengd; number of each program per
week, capacity of the gym where the program is haltlaverage of the weekly customer’s

attendance.

Graph 8 — Overall profitability of particular prog rams per week
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From this appears thtte most profitable and effective program in the ‘Ealance Club’

is Bodystyling, whose capacity is from 89% filled and so that ¢sithe highest profits per
exercise for the company during a week. The secmadis Pilates with 88% and Body-
ball with 86% of fulfilled capacity of the gym. Qthe contrarythe most unprofitable
program is Individual Condition Program (ICP) held in fithess room which uses only
10% of the gym’s capacity and customer’s attendafi¢es ICP program should be
replaced by those programs which are profitable amidbng customers more popular,

because nowadays they are just blocking uselegabes.
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12 Possibilities leading to increasing the company’s profitability

In the literature review were mentioned severatstzies and possibilities which might
lead to company’s higher profitability. According the previous analysis, strategic goal
and the character of the company were chosen follpvstrategies, which will be
implemented on the ‘Balance Club’: widening clidatse, optimize business and internal
processes and implementing information technologiese into the company’s daily
business.

Other strategies mentioned in the previous liteeateview are not adequate for this type

of company from many points of view.

Expanding into new markets not possible at this time, because companigidifg with

itself to survive within its territory — Prague.dfn the reason of high competition and the
highest possibilities customers in Prague havepe&ed that widening company’s market
into different cities might be as an ineffectiveakaAs well with the different countries;
company which is not strong within its country canhexpand into the others.

The strategy of marketing segmentatiaight be implemented for this company, but from

the size and focus of the topic it might be useafoother diploma thesis.
Reducing  operating and  hidden  costscannot be implemented as

a strategy in this case as well, since the compesy already reduced its costs on the
minimum, especially due to the financial crisis.

The ‘Balance Club’ is pursuing all of the new trerahd tries to develop new products or

services when needed. However, since the implementingn@fnews is done continually,

it is useless to set it as a strategy.

12.1 Widening the client base

On the basis of previous analysis made for analyttie current situation of the company
came to light, that an incredible 36% of the curr&alance Club’s’ customers are older
than 51 of which 11% are older than 61. Howeveag #ge group is very significant for

Balance Club; as they are reliable, loyal, longrat and from the attendance point of view
they do not want to miss any single exercise. They membership cards in advance,
which give ‘Balance Club’ a confidence as well he possibility to operate with these
financial resources earlier. However, these custenrequire a lot of attention, an

individual approach and feeling of needfulness.laBae Club’ should provide all of the
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mentioned requirements to those customers and sedtrategies that will keep these
customers satisfied; after all they provide moentbne third of profits for the company.

Based on the owners’ research, teenagers and ybhieg people (approximately to 25
years) use fitness mostly as a “social event”. Thayt to visit “young” fitness centers
such as BBC, Holmes Place and World Class, whiahk to advertising are well-known
and through which they get status “in” among tHeagnds. These big companies have
generally their head office somewhere abroad antderCzech Republic have just set up a
few branches. Nevertheless, they have internationastors and lot of sponsors who
provide to the Czech subsidiary a financial ingctiand help in the case of financial
problems. These companies have up-to-date machme®stechnologies, modern design
and last but not least bigger capacities, whichreese their costs to the minimum. It is not
possible to compare and measure the ‘Balance Clustiength with these big
corporations, which have more to offer to the yamgeneration from the innovation and

design point of view.

Considering the middle generation; currently 17%udtomers are up to 30 years old and
47% of customers to 50 years old. Both of theseggare able to work with computers,
social networks and many others technological iations that development and science
brings. It is then easier to create marketing esgiats, because there is more certainty that
this sort of customer knows how to work e.g. whie modern technologies. Advertising
on web pages or facebook is sometimes irrelevarth@older generation, because they do
not know how to properly exploit these communicatihannels. However, it is important
to mention that the situation is changing prettickly and significantly. Research called
Generations 2010, which was done by Pew Internéingrican Life, showed that social
networks with members between the forties and d®mgeand were generally considered as
the quickest growing ones. [33] This informationogld be factored in to the future

marketing strategies of the company.
The ‘Balance Club’ should strategically focus seegi offered and widen the customer’s

portfolio more to the young and middle generatierg( 26 — 45 years). Howevaewjth

reference to the future it might be even more stradgically profitable to focus on the
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older customers,since the average age of the Czech populatiotillisnsreasing. Next,
considering the lengthening of retirement, thesaruers will still be economically active
at 70 years old. If the company wants to be subaessthe market, it should react on
these changes as soon as possible. If they doheo;Balance Club’ will develop a
competitive advantage which will bring higher ptefiand superiority on the market.
Considering the character of these customersyho are reliable, loyal and personally
interested in visiting the Balance clubgere might be great potential of expanding this

sort of clients into the company.

12.1.1 Development of the numbers of customers

In advance of setting up a strategy of how to witkencustomer base it is essential to find
out the history of customer development duringghevious years. Since data were gained
from the year 2005, the chart starts in this yed08%. In 2005 there were some clients,
so the chart reflects the percentage increase @ease of clients from this year. From
2006 to 2008 was the number of customers still altbe average; the ‘Balance Club’s’
customer base grew in 2006 by 5%, in 2007 by 7%iarD08 by 2%. Unfortunately in
the year 2009 it started to display the effecttheffinancial crisis on the customers, which
caused a decrease in customer base by 5%. Neesgthéte effects of the financial crisis
were not fully until 2010, when the number of cusérs decreased by 19%, which has a
big impact on the ‘Balance Club’s’ profits. Necaysto point out that company has not

recovered from this significant underflow up tostdiay.
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Graph 9 - Development of the numbers of customers
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12.1.2 Strategies leading to widening the client base

Even though the age group the Balance club shoaldisf on has already been
recommended the overall, strategic goal of the @mypto increase the portfolio of
customers regardless of age group should be takemccount.

However, since each age group has different expecta needs and requirements,
different strategies for each age group should adenas well.

For better transparency the age groups that wemadyt applied in the customer
segmentation will be used; customers who are ecmatly inactive (to 18 years),
economically active (19 — 30 years), (31 — 40 yeddl — 50 years), (51 — 60 years) and
economically inactive (61 years and more). Each gigeip will be described, so that
further strategies can be recommended so that ammg of the ‘Balance Club’s’ client

base can occur.
The following strategies will be constructed taadt the maximum number of people, no

matter what age, to become potential customerbkanfuture and so widen the ‘Balance

Club’s’ customer base up.
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Age group to 18 years

On the basis of performed analysis has been shbatnage group to 18 years represents
the smallest part of the ‘Balance Club’s’ customergust 3% from the overall amount.
Even though ‘Balance Club’ is not targeting dirgdthis sort of customers, this number
should be alarming for the management of the compherefore share of this age group
should be undoubtedly increased. From the marketongt of view belongs age group to
18 years old to one that wants to socialize as nasghossible. They put friendships on the
first place and want to be in continuous conta¢hwhem, even during the exercises. This
characteristic streak stem from insufficient coafide from itself, therefore they need to
be in permanent touch with the others, becauseijushat way they feel strong and
confident. This group is considered as the mostegroup when speaking about using of
modern technologies. These people access the éhteirelessly from a laptop or mobile
phone and compared to average, they excel in teeofissocial networking, instant
messaging, listening to music, playing games, repilogs and move more in different
virtual worlds. [33] It should be reflected in warthg which communication channel and

marketing way choose while targeting this sortl@ts.

Strategy
Since these clients are still students, they wdhraboutstudent’s discounts. After

analyzing unprofitable programs which are held dyain the morning and after noon
(approximately till 2pm) the possibility of offegrthis time for exercises to these students
with a discount of 30 % has arisen. For ‘BalancebCproviding such a high discount will
still be profitable as; they will fill up the blardpaces and after the cost deduction they will
have still profits from the exercises. Since theyeén to pay the cost for electricity,
receptionists, and so on, due to higher attendantiee currently unprofitable programs it
may turn into profitable ones. Providing discoutttghis age group is necessary because
those clients are not economically active and dohawe any income. Many students are
able to come before starting of school or durirggdly, when classes do not take place or
have been cancelled for some reason. This is &gieopportunity for Balance Club to
exploit this flexibility of high — school studengnd fill up those unprofitable programs.
Further, since there are lots of schools in areaosnding the ‘Balance Club’, an

individual offer to each in the morning for the gyastics can be offered. On the basis of
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students needs, the exercises can be divided f& gmnd boys separately; however is
necessary to provide classes always under theierped supervision of instructor. This is
mainly because teenagers are sometimes undisdplivtech could lead to injuries.

Since the students are accustomed to obtainingusadiscounts with ISIC or Opencard,
this should enable the ‘Balance Club’ as well mystompetitive. Furthermore, because
this sort of clients needs to socialize; thea® be created a discount to bring a friend
with (a non-client) and enjoy the classes togetherhis friend might have the first class
for free and in the case he/she will like it, he/shll have the opportunity to buy a student
membership card with advantages. These customerbecaffered classes which are “in”
and exercised in the young collective; since tloestomers will not be motivated to attend
the same classes as where the average will barewnd 50 years old at all. This implies
that suitable programs might be Zumba, cardio zfitreess or aerobic. Since this group
like using of modern technologies, the managemetfBalance Club’ can react on this by
offering programs via GSM messages, email or sowélvorks. Then it is necessary to
take care of the company’s profile and keep it “lie”, which can attract customers in this

age very significantly.

Age group 19 - 30 years

Those customers, who belong to the age group bath@e- 30 years, represent 14 % from
the overall amount of clients. This group togetivéh the age group under 18 belongs to
those which uses the modern technology the mostieMer, compared to the previous age
group this has higher potential; customers areadireeconomically active and earn much
more money, which might subsequently be used orexieecises in ‘Balance Club’. This

group is characterized by the need to attend esesavhich are currently new and trendy,
because they would like to be regarded as “in”sTdategory is used to share all of the
experience with either colleague in work or frierasl prefer going to the gym not alone,

but with somebody beside them.

Strategy
A consideration of the description of this age greuggests several possibilities of how to

attract customer of this age. As regards the niégeasfsbeing in and trendy; Balance Club

should react to this faster and more operative. @aved to the other fitness centers; there
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is no need to obtain approval from headquartersaahrBalance Club can respond almost
directly by implementing any kind of new exerciSdese days are trendy e.g. Bicram
yoga, Balance Core, Pilox, Jazzercise or Tae-bbofAthese exercises can be taught in
‘Balance Club’ immediately because there is no needuy any extra equipment to
provide classedmplementing ideas from around the world into the pogram will
attract this age group because they want to share their experience Wéhn friends. In
this age they are willing to try new things and ace afraid of changing some exercise
habits they are used to so far. For the older custs this might not be as attractive as for
this age group; especially because they are usedtdnd selected exercises and do not
want to change them.

As these customers need to share all of their eqpas with their friendsthe Balance
Club can take advantage of this amdtract these customers through various actions
such as action 1+1. This action can consist obfiy@rtunity for the existing customer to
take on the exercise his friend for free, who isanclient of the Balance Club at this time.
In the case the potential client will like it, tkeshould come up an attempt from the

receptionist’s side to make a business and s#flisanew customer a membership card.

Age group 31 - 40 years

This age group has pretty high representationerBalance Club — it is 21% of the overall

number of the customers. This group is charactérizg the highest expectations of

provided services in the ‘Balance Club’. They d¢ @een care much about the prices, but
they expect the highest quality of the programs argerior individual approach. From the

modern technology point of view, these a little didler Internet users behave differently
than the previous age groups. They do not enjaysegal networking, instant messaging
or playing games; they are generally interestedemiorthe "older" uses of the Internet,

such as e-mail, online news, shopping and browsiagnternet. This should be taken in

account when developing a strategy.

Further, The Czech Statistical Office shows thanethough women used to have children
in comparison to previous years pretty young (ado@b years old), the situation has

rapidly changed. Women are becoming mothers coatindater what demonstrate the

indicator from the Czech statistical office; thglmest percentage of women has children in

67



the age of 30 — 34 years. [16] With reference ie thformation must ‘Balance Club’
dispose and conform that as a part of strategy.

Strategy
Since this age group consists mainly from women @alein the expectation or already

have a child, the ‘Balance Club’ must respond sui@lthis fact.There might be created
some baby-sitting programor even exercise for the children in the same tamethe
exercises for the mothers are held. This programbeaheld even in the morning, where
are not such a profitable and effective programshen ‘Balance Club’ practiced. This
opportunity can be exploit especially when the &Hihs not reached 3 years and is not
attending a kindergarten so far. Then the mothemastly still on the maternity leave and
does not care if the exercise will be held in thmmmg or afternoon. In the case the child
is older; most of the mothers are already goingoto while leave their child in the
kindergarten, but they finish their job earliergigk the child up. Therefore is possible to
offer to these mothers with children an exercismediately after they pick their child up
from the kindergarten. These programs can be seh warious possibilities. First, this
program can be focused on the exercise of motlgatiter with her child; mothers will
enjoy their children and for the ‘Balance Club’lfalf the responsibility for the baby-sitter.
This combined type of exercise becomes quite comamoifavorite in these days. Second,
there can be offered just exercise for the mothmrsjn parallel will be held program for
the children in the other gym. However, this podisypcomes into the question when the
child is older and is at least a little independeéittird, there is possibility to make an
exercise just for mothers, who will put their cindd to the ‘Balance Club’s’ playground
room, where the children will be under the supeowisof professional baby-sitter for an
extra fee. No matter which type the mothers wilbade; necessary is even to offer these
services to these customers, who will appreciaterisure, since there is in general big
absence of these kind of services in Prague. Beddis potential should be exploited at
any price, at the end of this paragraph will beassed much more.

Since the intention of ‘Balance Club’ is to widdre tclient base as much as possitiiere
can be also offered to this age group an attractiveamily membership cardse.g. for

husband, boyfriend, parents, brothers and sistdi anyone from close relation.
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Further, as another strategy how to attract custeimethis age group can biéscounts on
various trips or collective tours abroad,which organizes ‘Balance Club’ annually. This
sort of customers was considered as the one wéthhigjhest interest about these foreign
trips, which are conceived as the reduction opifigrams with the exercises by the sea.
There is also possibility to prosper from fit wee#ls, which have already the quantity
price involved, so that customers will save moneyto

All of these above mentioned strategies should drg¢ through email or posted on the
‘Balance Club’s’ web pages, because this age guses these sources as the most and do

not make use of social networking or other sinslaurces.

Age group 41 - 50 years

Customers who belong into age group from 41 to &ary reflect 26%, which is the
highest percentage from the overall customers. &leBents has a great potential for the
‘Balance Club’ since they are financial well offcahave a huge interest to invest into
themselves through exercises, massages, rehadilitatd other services. These customers
are seeking for professionalism, which they fodesmost. They expect high — quality of
provided services together with the individual a@mh and complexity of offered
services.

From the marketing point of view; even though theneration has been increased from
twenty to fifty percent in using social networkirthey still feel more comfortable while
using the old application of Internet as the prasiage group.

Strateqy
In advance of setting up a strategy should comewvigion and overview about provided

services in ‘Balance Club’ and subsequent confilonathere is nothing more to improve
from the quality point of view. When is determiniigt the quality is as high as possible,
‘Balance Club’ can build on it and develop furtistnategy.

Strategy that might be applied for this age grobpu&d consist mainly from offering
various discounting packs to the membership cdtgten though this sort of customers
belong to the financial stable clients and theyndd care much about the money, this
offered discounting pack can be the imaginary kEsp when the customers will be

wondering if to buy the membership card in the d@ale Club’ or not. These discounting
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packs can consist of cosmetics treatment, wrapssagas and medical investigation by
the contracting doctors from ‘Balance Club’, fataserement with the consultation of the

dietician or composition of bill of fare for free.

Age group 51 - 60 years

This age group together with group 41 — 50 yeadsrepresents the highest number of
current customers in ‘Balance Club’ (more than guoerter). These customers consist
mainly from clients who were at the beginning ofaf8nce Club’ in 1989, so that have
been customers already for 22 years; these sodli@fits have already created deep
relationship with the company and do not want tange their habits and ways at all. Even
more; they are loyal and prize the friendships thaye established not even with the other
clients who are attending the same classes, buwelswith the instructors, who work in

the ‘Balance Club’ since its beginning. These co&lis expect individual approach and

appreciate smaller size of gyms with quality mawulagyeercises.

Strategy

This age group is not necessary to be widened; ienwis needful to keep these customers
satisfied and loyal. Therefore, ‘Balance Club’ sldocreate some loyalty cards that might
include various discounts through which will exgréisanks to these clients. These loyalty
cards can include discounts on membership cardxe@rfcises or other services, such as
solarium, sauna and massages. They can get Bementries for the exercises they are
not used to commonly visitsuch as cardio zone, which might figure in ternpravention

of cardio-vascular diseases. Together with theigcardzone can be created some special
personal bespoke program with the instructor, whbtake care on pursuance of the plan.
This program can be for this sort of customeraupefior free, which will be considered as
acknowledgements of their long-term loyalty. In t@se they like new exercises they will
have opportunity to try; it might lead to widenitigeir range of exercises up to additional
ones, which will bring higher profits to ‘Balancéu’. Even before setting up a personal
program might precede medical investigation bysghecialist; this investigation can be for
free and should be targeted on the recommendatiproper exercises. Next, in terms of
prevention isadvisable to offer to clients of this age a complamary nutrition from

Pencq which can be offered in more attractive prices, so thahts will be able to afford
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it. In this age is e.g. arthral nutrition almostecessity. The combination of right nutrition
and properly chosen exercises together with indalidpersonal and quality approach from
receptionists and instructors must bring a requgatisfaction to these customers by any

chance.

Age group 61 years and more

The age group 61 years and more represents 11%eoflbamount of all customers in
‘Balance Club’. This number is incredibly high, whireflects that ‘Balance Club’ is
visited mainly by the older generation. These aus&ie have already built strong
relationship with the others and attend periodycatiainly two or three programs in
‘Balance Club’ per week. They are very conservativh the run-in system and program
they have set up during previous years. They domaott to change or try anything new;
thus, for ‘Balance Club’ it is a sign to start m@etting know these customers and try to
figure out what might interest them as the mostweheer, in general these older customers
have many friends, neighbors or kith who are niginaling any fitness so far, which can be
used for the further strategy. From the marketirgnyp of view through modern
technologies is very hard to address this age grBupn though there is still increasing
number of using social networks and Internet by teneration [33], they use these
sources primarily for their personal needs notdel falone or as the tool to chat with

family members or friends. Targeting this group coencially would be useless.

Strategy
Even though ‘Balance Club’ is not directly targetithese customers, their 11%

representation is still significant so that ‘Balan€lub’ cannot afford to lose these
customers at all. To widen customers in this ageseavethe system of referencesf the
current customer who belongs to this age group lwilhg a friend or a family member
along, the current customer will get the exercwdriee. If the new potential customer will
buy a membership card, the current customer whometended ‘Balance Club’ to him
will get e.g. 25% discount for the new memberslapglc This system is well-tried, because
seniors really do care about the prices so they appreciate any possibility to get a

discount.
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To attract customers this age is also possiblgitien existing trips up to the weekends
focused on Yoga, Stretching, Pilates, walking tourand other special exercises for the
seniorswhich might be extended by the lectures and educatrograms. These programs
can be specialized on the correct principles ofitiori, appropriate kinetic exercises,
healthy lifestyle, etc.

As was already mentioned; due to age and habitseske customers is not recommended
to address these customers through modern techesj@yen their using by these people
has an increasing tendency. These customers pencegigtly the system of notice boards
and leaflets, which should be still updated as mashpossible to still attract these
customers. Respectively not even to address cussoimeéhis age group, but also others
who do not have an access for the Internet andstdtanterested by the formbook of

advertisement.

12.1.3 Recommendation for increasing profitability

All of the above mentioned strategies are madegasuare to each age group on the basis
of their characteristics and habits they have ialddce Club’. However, since everyone is
individual, it is not possible to be directly governed by the lrove set of strategies
which are divided according to age groups, but it necessary to appear from needs
and requirements of every single customerTo this might help implementation of CRM
or any other database, where will reflect needslbtustomers. The ‘Balance Club’s’
employees who will be responsible for the marketwid be then starting from this
information and not from the general charactergsstiteach age group. This will lead then
to higher effectiveness of ‘Balance Club’s’ adwstnent and higher percentage of

newcomers.

In general, it is obvious that no matter which ageup the ‘Balance Club’ will be
targeting, all of the customers of any age willctean discounts, promo actions, favored
and attractive membership cards, trips, servicggraducts for free. However, to address
even higher % of potential customers can serveratiethods, which are relevant for
‘Balance Club’, such as new partnerships, new effexervices and discount portals.
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* New partnerships
Through developing new partnerships can be atulatiie highest % of new potential
customers. New partnerships can be established wathous health institutions,
companies, hotels, restaurants and schools in Batance Club’s’ surrounding. Since
‘Balance Club’ is located in the center of Pragueere is at this time lot of possibilities to
build new partnerships (increasing number of hosalkools, medical centers), it should be
taken advantage through it by any chance. To cmeatre detailed strategy will be all of
the mentioned possibilities divided into hotels,altfe institutions and doctors, big

corporations and schools.

> Hotels
Prague 2 and its surroundings is being changetypreickly from the demographic point
of view; current Czech inhabitants are moving frihra center on the periphery of Prague
from the reason of increasing rents and converggBigners are moving more into the
center because of the attraction of this localltyerefore, within several years has been
increased a number of hotels in this area. Fromsthetegic point of view it can be
interesting for Balance Club to establish co-operatvith them, which might be useful for
both parties. The hotel’s visitors might exploitettopportunity and attend various
exercises, rehabilitation or just even relax proggawhich ‘Balance Club’ offers. For
‘Balance Club’ it will be naturally beneficial bacse they will gain higher profits. Beyond,
for hotels will be this co-operation beneficial all, because they will have the
opportunity to widen their provided services toitlgaests up to the fithess center, which

will lead subsequently to their higher evaluatiomoag the competition hotels.

> Health institutions and doctors

The medical offices and health institutions repnésa significant percentage of Prague 2,
which should ‘Balance Club’ take as an advantag# start co-operating with them as
soon as possible. There is still increasing nunatbgreople who have problems with back
from sedentary jobs and any other problems withitheahich are caused from the hectic
and even more stressful lifestyle. The doctorsraedical centers might welcome they will
have the possibility where to send their patiemse to the fact ‘Balance Club’s’

competitive advantage has arisen from high-quadihabilitation programs and since they
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are attached to the institution where under thdéegsionalism’s supervision the entering
exercise tests are being held (if needed), theod®ctan be sure that everything will be all
right and for their patients appropriate. On thsibaf sent customers into the Balance
Club can be the doctors in return credited by tleentvership cards, products or vouchers

on any kind of provided services for them and tfenily members for free.

> Biqg corporations

Prague 2 is an area which is not attractive onlyhotels because of high number of
foreigners, but as well for the big internationarporations, especially banks, whose
number has during several years significantly iaseel. When taking in consideration
number of clients banks have, to build some co-aiper might be for ‘Balance Club’ very
profitable. However, since the partnership appramaihese big corporations is a long-
distance and exacting race, to address this patgmirtner is first of all necessary to
elaborate a professional presentation of the ‘Bala@lub’. For banks should be the
presentation representative and distinct with tetadescription of provided services, their
characteristics and prices. There should be alearlgl enthrone the conception of co-
operation in the future, so that the marketing depent can start immediately negotiate
about it. The co-operation can be set up in the taybranch, which is located in the near
distance of ‘Balance Club’, will give to the clisng.g. when opening new account discount
of 50% on chosen program in ‘Balance Club’. Thid \giad to widen their client base up
to the new customers and subsequently lead toiginehprofits. In the contrary, when the
‘Balance Club’s’ customers will buy a membershipdcahey will get e.g. opening and
maintenance of account for free. However, to h&i® ¢o-operation at full blast effective
and preferably legally inexpressible, ‘Balance Claotust decide which bank they will
cooperate with, otherwise the collision of intesastight happen.

As well as setting up the cooperation with banks loa done the same procedure e.g. with

insurance companies.

» Kindergartens and schools

Compared to the number of banks, medical officeslaotels is representation of schools
not as much significant. However, since there ggemt potential in the co-operation with

these institutions, it must be mentioned anyway.wss already noticed, kindergartens
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might play for the ‘Balance Club’ pretty signifidamle. Mothers after picking her child up
from the kindergarten can exploit the possibilifypaby-sitting program while doing and
exercise or attend suggested mother-child exetogether with the child. For Balance
Club is this system gainful, because they will “fadhose half-empty gyms in the
morning or around noon, which are not currentlydh@lofitable programs. However, with
the kindergartens can be the co-operation evererbéBalance Club’ can make a list of
hours which are not currently profitable and offeem not even to the kindergartens, but
as well to primary and secondary schools, whichl@acated in the near neighborhood. It
can be based either just on the lease of the spseéisat Balance Club will not take care
about the content of the exercises or together satting made-to-measure program up on
the part of ‘Balance Club’, which might be for soewra pay, but will be under complete

supervision of ‘Balance Club’s’ instructors.

* New offered services

Since the spaces in the center of Prague are tinberause of the structure of the
buildings, there is generally no possibility of widng the business premises at all. In this
same way it is in the case of ‘Balance Club’. Pnégeit could be useful to construct small
swimming pool into the fithess center which miglg proper in the combination with
rehabilitation and healthy and slow activities. Hmer, as the price of the new made-to-
measure swimming pool starts on 100.000 CZK andemtbrere should be find out a
different solution. One of the solutions might beleitation of swimming pool which is
included in the athletic facilities called TJ Solk&falovské Vinohrady, which is situated
approximately 2 minutes by walk from the ‘Balandeal. On the basis of agreement with
the owner of this athletic center can ‘Balance Chebt a swimming pool for a few hours
per week, which will lead to widening offered sees and subsequently growth of new
customers, who are not able to do exercises nowadegause of the various restrictions

and health limitations.

* Discount portals

Discount portals have become as the integral plathe society and our today’s lives.
Without any question, discount portals have turiméal another possibility how to address

and gain new potential clients across the age spaciThese discount portals are coming-
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out from the well-invented system; companies wtach interested to offer their services
through the chosen discount portal give over 25%rofit to the owner of this portal who
in return allows the company to propagate itsefbdigh offering vouchers with discounted
prices to the potential customers. This system Ween very popular and still more
soughed out by more and more companies. ‘Balanab’ @bs not tried to offer voucher
on various exercises or services along these tgpetiscount portals yet. However, |
would not even recommend it. In the reality, suett ef customers who are browsing the
discount portals usually do not become a regulaentd, since they exploit just
instantaneous discounts without any deeper intefestit the provided service. After the
termination of the special actions these custonmerprinciple leave for the different
discounts. Therefore, since ‘Balance Club’ is ies¢ed in generating long-term
relationships with the customers, exploiting ofcdignt portals as one of the method how

to widen its customer portfolio is not the beseadative to do so.

12.2 Internal processes

According to the empirical research and own expeeefrom the Balance club has came
as a problem insufficiently managed internal preessnside the company. Therefore, one
of the aims of this thesis is to properly analylzese internal processes and propose such
suggestions, that will respite the company’s irdéemvironment which will lead to higher
‘Balance Club’s’ effectiveness and so that profitgb The analysis of internal processes
will be targeted on the most problematic areas llage arisen from the research, such as
system of established communication, organizatibnthe meetings and quality of

employees inside the company.

12.2.1 Organization and communication inside the company

Well - established and followed organization andnpmnication processes in the
company are a significant part of successful bigsiné/ithout proper organization, the full
creative potential of the company could never balized and without effective
communication the company will be uselessly inkithiand non-functional.

‘Balance Club’s’ internal processes are unfortulyateet up in very unhappily and
inefficient way. According to the empirical resdarthere are three basic blocks, which
should be improved. These blocks consist of emgeysystem of communication and
distribution of work according to job position. Tlkey for profitability growth of the
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company lies firstly in understanding how each leése subunits of organization are
developed and how they interact with one anothéortm an organic whole.

 Employees
‘Balance Club’ employs approximately 25 employaekich are mainly students, brigade
— workers or other people who work on the Contrafcservices or on Agreement of
working activities. There is nobody with the partime or full — time contract. Even
though this system is for the company more taxifatoll, it causes also a wide range of
problems inside the company. Students consider mgrkn ‘Balance Club’ as the
possibility to earn a little extra money, but da make this opportunity really seriously.
They know there is still many different possibdgi where to find brigade in the case of
being fired. Thus, it is sometimes hard to workhatiis sort of employees; even though
there have many new ideas, owners have no leverkange their approach to working.
This might be the same problem with the other eyg#s, who had signed the agreement
of working activities. These people usually havertiown full — time jobs and the work in
the ‘Balance Club’ consider as a “fun”. Student$jonare employed at the reception
sometimes instead of doing their job as the reomi or finding new improvements in
the company, study on the exams or do home workigwshould be in the job forbidden.
By reason that ‘Balance Club’s’ employees work biits (those at the reception) or on
blocks (those in the gyms), there is needed higmban of employees, with the
consideration of keeping some as the understudy.
From all of the previous mentioned reasons is é'Balance Club’ pretty high fluctuation
of the employees, which cannot ever cause a beg®feness inside the company. Since
the employee is semi - skilled, he/she is leavirgmf the reason of new better job
opportunity, so there starts afterwards the whaitelec of finding and recruiting new
employee again, which can be sometimes a long @&mden— racking process. Every
current receptionist has just one, maximum twotshifer week, which is totally not
adequate, because it sometimes leads to misund@irggaand bad communication among
the receptionists.
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» System of communication
Communication in Balance Club has lot of commonhwiigh number of employees.
Thanks to high number of employees, who are workirsg) once or twice a week, there
have sometimes arisen problems with the bad ird&pon of ‘Balance Club’s’ news.
Since it is problem to make an appointment foroélihe employees together, some of the
news (new products, services, ideas, systems,atcipterpreted by the owners to several
employees individually. It takes approximately ZB-ours per week from precious and
valuable time of the owners, which could be used more effective way. When talking
about appointments; appointments for employeesnimné&r receptionists) are held twice
a quarter and it is always a monolog of the ownEngre is just a small space for everyone
to express their opinion or to discuss some proatenirom their point of view. Further,
according to research made in ‘Balance Club’; theralso important absence of strict
diversification of activities and responsibilitiessthe company. It causes that everybody do
everything, but afterwards if there is somethinqh@avrong, there is nobody who is
responsible for it and cannot be sanctioned or &dito prevent doing the same mistake
again.

 Distribution of work according to job position
The scope of employment for the each job posit®nni ‘Balance Club’ set up quite
brightly. The receptionists are responsible for fltaent run of the ‘Balance Club’, taking
care about the customers, do business with thenc@opkerate with the rehabilitation and
external taxation department. Instructors are nesipte for providing quality services for
the customers and promote ‘Balance Club’ in the pessible way. Technical workers and
cleaners do not come in contact with the comparmystomers. Owners manage the
rehabilitation and accounting department. IT adstrator and mainly the receptionists,
because they are the most important article in dbmpany — they make the first
impression on the customers. Owners also deal iithg new employees and whole HR
policy and beside this solve significant problentscli are not able to be solved by the
receptionists. Furthermore, owners create new basistrategies, treat with the business

partners and find new ways of coming into the ligtel
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Recommendations for increasing profitability

On the basis of done research, there are severammendations, which should be
implemented to increase company'’s profitability &fféctiveness.

Regarding the problematic with employees; ‘Bala@teb’ should employ somebody on
the full — time job. Even though they will have pay higher taxes, if there will be
somebody on more than two times a week, the steictill be immediately improved
through this “connecting element”. This person wikive good overview about the
customers and possible problems, which can be d&obfterwards with the other
colleagues or at the appointment with the ownenpoktant is, that other colleagues at the
reception will not be surprised when something leapipecause they have heard about this
problem already from the colleague. Furtt@&ners must immediately start to choose
right employees; otherwise it can have a significant impact not ewanthe company’s
profitability, but it can also destroy the companyéputation, which is very hard to win
back afterwards. By the right employees are meduntated, reliable and result (business)
— oriented with the interest of the wellness figldvners should increase heftiness on the
employees already when hiring new people; they nfastis mainly on language
knowledge, because all of the receptionists gdabuch with citizens very oftenThen
should focus on business skills of the employeeshich is fundamental step when
increasing the company’s profitability. In compansto the company’s competition,
owners must start being more strict and uncompredniby pushing their current
employees (mainly receptionists) to making the mess (membership contracts). It is
necessary to exploit the situation, when the p@kotistomers are in the company yet to
make with them some business or at least gain cbatathem.

The arisen problem with the communication is causaoh inadequate access on the part
of the ownersThey should strictly and clearly set the appointmenfor the employees
like an obligation, not just like voluntary meeting. In the case thestimg will be set up as

obligatory, it will have at least two benefits.

» The employees will have the opportunity to brainstoand meet the other
employees, which they do not have usually chancedet. It will lead to improve
their friendships and subsequently to empowerdbhmt
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» The other benefit is that mandatory meetings vald to time savings of the
owners. They will not have to hand on informatiooni the meeting to others
employee individually, because all of the employedkbe at the meeting. Then
the owners can use those 2-3 saved hours per wdekls on other more valuable

activities, which will increase the company’s ptafility.

Nevertheless, there might happen that some emplweiielee ill or will have other serious
reasons not to come to the meeting. Then it isgsacy to entrust somebody with taking
notes during the meeting and consequently intethoete notes to employees who will not
be present at the meeting. These notes can alserved as a re - enactment for the
employees who were at the meeting. There shoulaldwestrictly divided responsibilities
and duties of all employees, because it is an &atstep in running the business. A clear
responsibilities and duty assignment for each eygdaeensures that all necessary tasks are
completed. If not, the company’s management casesyuently work with the mistakes of
each employee and try to minimize them at the loviegel. On the other hand, the
company’s management can also get a view of emelsymsitive approaches. No matter
what, an evaluation of the current employees amd tiesponsibilities is a key step in
dividing duties. Eliminating redundancy in the egtieach person performs makes more
efficient use of time and money.

Regarding the problematic with a distribution ofriwvaccording to the job position; there
should be made a change in hiring new person. Sabpmployment at the each position
is adequate, whaheuld be changed though is the scope of employmemn the owner’s
level. Owners are currently spending a lot of their timethe personal policy in the
company, e.g. discussing and solving problems thighreceptionists, instructors, etc. This

should not be range of their work.

As the proposal, there should be hired new persomahe position of Business process
manager, this person hired on the full — time job will fulfthe function of “linkage”
between the owners and receptionists. This persthrb& responsible for all of the HR
policy in the company and will be feature as tightihand for the receptionists. Therefore,
in the case receptionists will have something tsculks or solve, they will not bother

owners, but will have the opportunity to turn upihis new person. This new step will
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make easier all communication among the managerardt receptionists, which is
currently not working. Owners will have again mdme for creating new business

opportunities and think out about how to create pavnerships.

12.2.2 Internal processes leading to business

There are several processes running internalljhén‘Balance Club’. Since this diploma
thesis is focused on increasing company’s profitgbithere will be displayed and
analyzed the most important process that is cuyrenhning in the company and has the
hugest impact on the company’s profitabilitiie receptionist versus customer process
Below this paragraph is displayed and in detailcdbed whole process since the
new/current customer comes in the company up tehbefeaves. The process is also

divided into two areas

» offering services

» offering products.

By the services are meant gym and exercise coursbapilitation services including
solarium, sauna, massages and educational coursesiqnl by Balance Club, such as
courses for sport instructors, lifeguards juniorsseniors and masseurs. By the products
are meant mainly Penco products, which are reptiegenot only exercise supporting but
also high — quality and life useful nutrition. Bat® Club performs as the brand store,
which means that has exclusive contract with com@anco and has the privilege to sell
Penco products as the only one company in Praguéhdf products offered by Balance
Club are not so much significant for the companyPamco products, but should be
mentioned anyway. These products consist of exerdifities, such as gym balls, exercise
gloves, socks and caps, special heart rate measamdrtowels. All of these products acts

like a necessary supplementary products offerethéyitness center.
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Graph 10 - Own proposal of business process anyg receptionist and customer
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12.2.3 Description and optimization of the processes
Since this diploma thesis is focused on increapnadjtability, the above proposed process
diagram shows whole business process running arti@ngeceptionist and the customer.

The whole process is shown frdhe_company’s point of viewit points to processes that

in the company currently exist, those processetwbhould be improved or which are
totally missing in the business conversation. likstis explaining a legend in the diagram,;
as white are included processes which are invalvélde business conversation; as yellow
are included processes which are sometimes medtidng sometimes also forgotten, so
in general those which should be improved; andeakare imaged processes that are
absolutely missing on the part of receptionist. ldear, all of the above mentioned
processes should be involved in the business dialég make a successful business and

subsequently increase company'’s profitability.

» Process with new customer

In the case new customer is coming to ‘Balance ‘Cthb first thing impresses her/him is
the reception. The receptionist welcomes her/hichasks what she can do for her/him. It
Is expected, since the potential customer came frerfhis own will inside, that she/he is
interested in something. In many cases potentigtocoer asks for something; either
product or service. The receptionist answers alboetproduct or service customer is
interested in, but in a very few cases give himompulex offer of product or services
‘Balance Club’ can really tender to him/her. If dh@es so, the customer can realize there
iIs something more suitable for her/him or thatasething what might interest her/him
more. In the case receptionist give him neededmmition and the customer agree; the
business can be done. However, it is generallythadteasy. Sometimes customers do not
want to make business immediately, they need more to think about it or to discuss it
with friends/family members. But also in this cadeuld be some continuation in the
dialogue to take advantage of having the customezady in the company. The
receptionist should give her/him some promotionalterials and asks her/him for a
contact; so that she can contact her/him afterwalbdsit her/his decision or just to provide
her/nim with more information (if needed). Hand hand with taking the contact, the
receptionist should give her/him in return a bussneard and club membership form,

which is necessary to be fulfilled by the potentaktomer. The club membership form
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should include blank spaces to be checked by thter, such as areas of interest, what
the potential customer expects and also there dhmeilblank columns to write personal
information about her/him, such as name, date ghbhome address, email address,
phone number, and others. The form should alsadectolumn saying if the customer is
willing to receive newsletters about the compamytrat can be warranted further contact
with her/him. It is a voluntary decision of the potial customer that must be respected. In
the case customer does not want any future contiaetreceptionist can give him a
business card and say goodbye. Unfortunately, alityethe receptionist's business
dialogue ends while giving the potential clientrampotional material. And that just when
she does not forget.

In the case potential customer agreed to buy s®@prcduct in ‘Balance Club’
immediately, the receptionist sell what the custoasks for but in the most cases without
verifying her/his needs or purpose of buying cotatye this product/service. If the
receptionist would verify it, she might find difeant or other services/products that she can
recommend to her/him, since it can be more suitabk fit more to customer’s needs.
When the product/service is chosen, there shouldffezed other related products or
services, which can lead e.g. to higher effectiger@ a sport performance. However, this
step is from the receptionist's side missing; thgrehe company cannot reach the
maximization of its profits. The procedure withitak a contact is the same as in the case

of customer, who does not want to make businessniately.

* Process with existing/current customer

In the case current customer is coming into thddBee Club’, it can have three reasons.
The first reason is that the customer just cangetove benefits from her/his membership
and does not want to solve anything or speak tdoaahy, just wants to relax. Then
receptionist should not make any kind of pressurder/him, but should just provide the
excellent service at the reception. Secondly, tietarner might come with some request,
requirement or information needed. The receptionstally answers what the customer
asked for, but in less cases give her/him a suggest recommendation or finds out the
purpose of asking this question. Unfortunatelyamy cases receptionist asks her/him about
more details, which cannot lead afterwards to nasirfess opportunities. To place it into

reality; if the customer has a membership cardanditness but comes to ‘Balance Club’
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one day really tired, receptionist through her itida or finding out the customer needs
can offer him a yoga program with the small extay pn addition. Customer will
appreciate the interest about her/him and probelilytry recommended service by the
receptionist. In the case he will not use this éered service, the business dialogue ends
and the customer is continuing on the way to fgngs usually. In the case she/he will be
interested in, there is potential to make eitheea business or some business connected
with usage of her/his membership card. When theoouer just wants to try recommended
service with small extra pay to his current memibgrsit is not considered as a new
business. But there might come following businaatodue, when the receptionist before
leaving the customer on the yoga will recommend &jg an energy drink or energy bar
from Penco to stop feeling so tired. Customer cgreea or agree not, anyways, without
asking any business cannot be done. The sameiaituaight be when customer will
finish the exercise. The receptionist could ask Hishe/he is not interested in e.g. after
activity Penco cocktail, which might give him enbugpwer till the end of the day. Again,
customer can agree or agree not. If he is notasted in, the receptionist should ask for
the feedback from the yoga exercise and say goodbykim. Customers want the
receptionist to communicate with them; they wantiedel needed and appreciated. This
approach is from the side of receptionists’ unfoately very lacking. Furthermore, pure
answering the customer’s question was not leadirgdate any new business opportunity
with the customer; this should be taken in consitilen since it is totally unproductive and
alarming.

In the case current customer wants to make a nemdxss in ‘Balance Club’ (e.g. to buy a
membership card to his wife), there is verificatimeeded as well. By the verification is
meant getting to know the purpose of the clientigrest. On the basis of getting known
the purpose and finding out the client’'s needsiettshould be offered again the complex
offer services/products to the customer; just f@ tase of finding out something more
suitable. The receptionist can recommend to thentlisomething on the bases of
information she has and make a business. Afterwsindscan set up with the client next
cooperation, such as when the membership cardbeilready to withdrawal and say
goodbye. In the case customer will need more timéhink about it or to discuss it at
home, the receptionist should give her/him a proonel materials and set up next

cooperation in the way of contacting her/him. Acling to research made in ‘Balance
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Club’, this process is not working in the right mess way since the verification of client’s
decision. In case ‘Balance Club’ really wants tor@ase its profitability, whole business
dialogues from the receptionists” side should bengkd to a more business — oriented

way.

Recommendations for increasing profitability

On the basis of made analysis are displayed cumé&srnal business processes running in
the company, which should be leading to making ain@mss. Receptionists, who can
extract maximum from the continuous direct conteith customers, do not derive benefits
from this opportunity at all. They have no motieatifor making business. Therefore, there
are several aspects that should be changed otleetfnéscompany will direct towards big

problems.

First of all, owners or new business process manager should implent into the
meetings with the receptionists education sales trang, which will be based on step-
by-step strategy leading to making business. Tdlssgraining must include sales methods
with the inclusion with effective and goal-dire@ivwquestioning, arguments on most
frequent objections and tactics used accordingustoener profile. The sales training
should be also specialized on the steps that assimgiin the above mentioned chart and

are not used by the receptionists at all.

Secondly, becauss evident that receptionists do not have presentlgny motivation to
make business, this should be reflected on their Issies. Nowadays, receptionists have
same fixed hourly salary (100 CZK) whether theyttrynake business with the customers
or not. This should be changed in the way thatrgalaght to be split into fix and variable
component. Fix component of the salary should loeedsed from the current base (e.g. on
80 CZK), but will give the opportunity to increaseeir salaries by the variable component
(e.g. 70 CZK) up to the 150 CZK/hour. Variable cament will be increased on condition
that receptionists will make the business withahstomers or not. There should be set up
equal conditions for all receptionists in the wayrotivate them and provoke into doing a

business.
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Thirdly, because of implementing new business ¢aatid innovation into the company,
there should be continuous control and subsequeneédback on the part of owners
but mainly of Business process manager. Businegeps manager should give immediate
reaction to the receptionists in the way what tlié&y right and what is needed to be
improved. Just with the continuous control and wgelen feedback will be the company
prospering.

12.3 Information technology

Information technologies are involved in the goaighis thesis from the reason of their
insufficient and poor exploitation in the compahywadays, information technologies are
developed on such a high level, that it is almosinanot to utilize them on behalf of the
company. Even though under term “information te¢bgg’ can be imagined lot of things,
according to needs of the company will be this tdragpecialized mainly on tt#oftware

& Hardware, CRM, Social Networks and E-commercewhich consists of E-shop, Web
pages and Electronic Reservation System. Propgeusfaall these mentioned aspects will
lead to simplification of processes subsequentiyniore effective and profitable work of
the receptionists.

Below is graphically typified almost whole Inforn@t Technology in the company
‘Balance Club’. From the client’s point of view aseen Web pages together with usage of
E-shop, the company’s inherency at Social Netwakd other sources, such as Blogs,
Banners, Promotion on the company’s partner’s waep and others. From the ‘Balance
Club’s’ point view CRM or software will be seen thaill be able to integrate all of the
mentioned sources into one database which will eyloently help to create effective

marketing strategies for the company.
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Graph 11 - Information technology in the company

Other
soyrce

Balance club

Source: own processing

12.3.1 Hardware and software

The actual situation of hardware inside the compargtally deficient. There is one old

computer with printer placed in the distant offiedjich is around 30 meters away from
the reception. So in the case receptionists neetkthing urgent on the computer, they
need to lock and leave the reception to checkrtfogrmation in the distant office.

The old computer works together with Windows Off@@, which is totally out of date

version of software. This old software causes maropblems, such as impossibility of

open, read or even edit documents from new Winddftise. Owners of the company did

not want to change this Office version; even thdras been already given

recommendations on the part of company’s IT adriratier. However, the owners of the
‘Balance Club’ did not find implementing of new g@n of Offices as much as important

and necessary for running the business.
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Recommendation for increasing profitability

As a one of the recommendation should be givendbunew computers; one for the office
usage which will be able to work with the new s@fte; and one for the reception, so that
the receptionists will not have to walk up to tHiéce to check something necessary, but
will have all information available directly at theception. To precede abuse of time spent
by browsing those kinds of internet web pages, wiic not have direct connection with
the subject of the work, can be by restriction ¢heeb pages prevented. It means that
receptionists will have access just on the releveeth pages and will not spend time by
browsing something inappropriate.

Hand in hand with buying new computers goes as mell multimedia device, which will
be able to scan, copy, fax and do many other nagetisings for every business. Due to
implementing this new multimedia device will thealBnce Club’ save money which is
currently paying to the Copy center for mediatibase services. The prices of computers
and multimedia devices are very low at this time tlsat it will not be such a financial
stress for the company. On the contrary, moneybelteturned back to the company in a
while.

The usage of old Windows Office should be replaogdhe newest version, even though
the owners of the company were not willing to atccys. If they want to have this
company successful and profitable, they must aidaghanging environment, technologies
and trendsHand in hand with implementation new software intothe company goes
complete audit, which will confirm that all of these software améw programs have
original licenses and are enabled for commerciages In case software will be
implemented illegally or inappropriately for comroet usage, there might arisen
problems with the Czech Trade Inspection Authonityich is responsible for inspects
legal entities, corporations, as well as individpatsons who sell or supply products or
goods to local markets, provide services or areaged in similar business activities on
local markets. [40] Czech Trade Inspection Autlyotéin give fine or sanction in the event
of failure, which could have had a killing impact the company.

Even though there is already implemented Wi-Fi oekwin the company, it should be
used more for the commercial usage. ‘Balance Gdhbuld promote Wi-Fi in the way of
widening and continuous improving of offered seegi¢or the customers and thus become

more able to compete.
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As the last recommendationimmplementation of promotion screen.There are notices —
boards fulfilling the function of promotional mair These boards though demand a lot of
time spent by receptionists by changing the pistumneformation, programs as well as
continuous updating over the graphical site. Furthetice — boards look unprofessional.
When implementing some promotional digital screghe company will avoid
unprofessionalism and plenty of time spent by reoafsts by updating. This promotional
screen will be lined — up to the computer in thigcef from which will be gained all of the

pictures and information suitable for presentatiod promotion the company.

Graph 12 - Hardware situain inside the company
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12.3.2E - commerce

Web pages

Current ‘Balance Club’s’ web pages are createdhm quality freeware system called
Joomla. Thanks to formation web pages in this systbe company has saved a lot of
money. However, the problem of the ‘Balance ClubiAgb pages is with the posted
information; they are sometimes outdated, unmatdioethe reality and some of the
information is even missing. Some programs whiah @ffered at the web pages are not
exercised in the reality in the company at all,h,sas Belly dances, Bosu or Pregnancy

exercises. These failings subsequently lead touseaf customers. The problem rises from
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lack system of communication, as was already meatian the previous chapter. Thanks
to indistinct diversification of duties is nobodgsponsible for uploads and news on the
web pages and for fulfilling empty cells.

In comparison to competitors, some of them usetilpic reservation system as the part
of their web pages. This system helps and relisigring — up at the exercises from the
comfort at home, work, etc. There are several tyfehis system which should be mostly
proposed and implemented as a made — to — measutkat it is not a cheap business at
all. Even though Balance Club has not implementési gystem yet, there has been made
many discussions on this topic. This system haspodable advantage for approach to
younger generation and Internet users, who arduwlio use the comfort of signing up to
the classes through Internet. On contrary, thigegysis used mainly by multichannel
centers which have plenty of programs at the same; tso that the receptionists are not
able to have proper overview about the companyauwitihis system. Another aspect is
high price of the system, starting at the pricda@000 CZK. There is of course possibility
to exploit occasion of hosting mode; afterwards dpelication and database run on the
hosting server, which is for sure cheaper variaantimplementing whole made — to -

measure system. [42]

Recommendation for increasing profitability

As a recommendation for web pagésere must be obviously entrusted person, who
will take care about the whole web pages, its updas and completion of missing cells.
IT administrator from this reason created web pagesich application that will be even
easy for the receptionists to work with. It goesidhan hand with already mentioned
recruitment of new employees; for the new recegismmust be demanded good computer
skills, so that in the case of emergency will berggne able to update web pages and so
on.

As a recommendation of electronic reservation systehen taking into consideration that
Balance Club has just 2 gyms, 1 fithess and 2 smgnroom where plays the role keeping
the capacityit is not necessary to implement nowadays this sodf reservation system
into the web pages.If the management of the ‘Balance Club’ will ewhink about

expanding its spaces, this reservation system niighiseful and beneficial as well from
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the point of probable return of pasted initial sostintil then the ‘Balance Club’ can use
some different cheaper possibility how to file ttient’s information.

E- shop

E - shop is part of e-commerce because it canipldye businesses significant role. Due to
e — shop can the company increase its sales gifrtitkicts or even of the services. It can
lead to widen the client base and attraction zdneew potential clients through online
offering of vouchers for exercises, massages aher aervices, such as solarium, sauna,
special actions, etc. This subtype of e — commueraks on the basis of client’s profile
and given data that client must fulfill while ordey. These data can be further use for
marketing uses (in the case client agrees) andathex tool for making business.

‘Balance Club’ does not have currently implemengeshop as well. It is mainly because
owners of the company did not want to solve prollemth payments through internet,
which were found as extra unsafely and complicated.

Recommendation for increasing profitability

E - shop and payments through Internet is somethihgt owners of ‘Balance Club’
strictly refuse. Even though is possible to fingtig servers through which might be the
company able to establish new e - shop for frejlitnot have any impact on decision of
the owners. In the case owners will once change tpnion, it is necessary to make
more detailed analysis if the implementing of e -h®p into this company will lead to
higher profits or not. Even there is possibility to have establishing @ivre-shop for free,
there is still necessary to remember paying feethivrunning and maintenance of the e —
shop, which varies approximately from 240 CZK up tte 1400 CZK per month.
However, implementation of e — shop is just a qaastf future;nowadays with this
owner’s position is useless to make even the andlysf potential impact of e — shop on
the company

Social networks

Since the evolution of communicating online and fhienations of social networks, the
proper usage of these networks nowadays is a wepprtant tool for every successful

business. All of the social sites have one primtaipng in common: they allow the
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company to create a business page for free. lbwsgadays the easiest way how to attract
and gain new customers and an enormous benefth&icompany, through which can
promote itself and make new connections.

Since the ‘Balance Club’ seats in Prague, the osvhad created a business profile on
Facebook, which is the most commonly used sociavar& in the Czech Republic.
Unfortunately, Balance Club does not provide anyedo their customers and friends on
this type of network. The account is lifeless wiile empty shells, which instead of gaining
new customers hurts the company very much. Oncpl@ewho have ‘Balance Club’ in
“friends” see those empty shells of what they thdwgould be a community, they must be
rightfully disappointed and move on. It is becaps®ple are not impressed with ghost
accounts; they want interaction, knowledgeablermation, and life breathing from these
sites. This is for sure something what should ‘BeéaClub’ take into consideration and

improve as soon as possible.

Recommendation for increasing profitability

The recommendation for the proper usage of so@tlorking in ‘Balance Club’ is very
simple, but directive.lt is necessary to exploit the given opportunity ofactual
popularity of Facebook and wake up the account oBalance Club’ into the life again
Since the social networks are so far for free,ustrbe turned into the company’s profit as
much as possible. Because there is currently noleodiyisted of taking care about the
account, it must be immediately changed. Thusgthglt be one employee responsible for
updating news and special offers (preferably attldaily) on the ‘Balance Club’ account,
together with fulfilling the empty spaces and cigatsocial links and new friendships
under the company’s name across the internet. Bakance Club’ could not rely on fact
they has account so that people will come by ofiedels necessary to find out and
develop strategy that will works as a highly effecte business and marketing toobnd
will increase not even number of new customersvblitmaintain long relationships with
the current ones, for which will be then more diffi to leave the ‘Balance Club’ then.
Furthermore, ‘Balance Club’ can start posting s®rand unique commentaries from
insight together with providing tips, tricks, orfenmation e.g. about the health or right
lifestyle. However, even the comments should haaenbvaluable for the customers and

the company utilizes possibility to promote itsvésgs or products; it cannot be forgotten
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on creating sense of community with the custom@rdy then will be the ‘Balance Club’

able to take the advantage of massive audiencehwiais Facebook to offer.

12.3.3 Customer Relationship Management

Customer relationship management (CRM) can bedays business environment one of
the strongest weapons the company could have toreertat customers become and
remain loyal.

CRM turns data about customers into the informatwimich can be further turned into a
customer-satisfying action. Since the purpose @& business is to create satisfied
customers, who give references to the others, dmpany’s customer base might be
through proper use of CRM naturally extending. CBRMws working with the customer
more effective and targeted.

For ‘Balance Club’ it is important not even to widelient base by new customers, but also
to keep current customers and grow the depth af teétionship with the company.
‘Balance Club’ does not have actually any systeraadecting data, either any system or

database for elaborating those data.

Recommendation for increasing profitability

Although implementing of CRM into the ‘Balance Club a good idea, because there is
currently missing any system that will collect godcess data of the customers and turn
them into the information, after the analysis ofaficial intensity came out that price of
new CRM systems is unexpectedly very high. Sinds necessary to implement CRM
system which will be made — to — measure for thalaBce Club’, prices of these
individual systems are ranging from thousands imenises for up to hundred thousand
CZK. Buyer pays primarily for product quality, ifanctional coverage, the technology
tools and fame. The price usually unrolls on thsivaf implementation and subsequent
servicing (maintenance). As in the previous casegossible to exploit some free CRM
system available on the internet when you payfjusthe maintenance, from the reason of
security of customer’s sensitive data is this aliéve not recommended at all. Further,
The Office for Personal Data Protection, which sa&are about safe storage of customer’s

data, would not accept implementing of this fre@emgersion by any chance as well.
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Since implementing of CRM into the ‘Balance Clubigim be improperthere is still
necessity to start file customer’s data and turn tam into the further marketing
advantage.For this might help Microsoft Office Excel as a dgobase, which is for the
‘Balance Club’s’ needs sufficient. There are aud#a64000 rows, so it might be enough
for another few years as well. However, keeping thetomer’s data in this type of
program should be provided by lot of safety devisegkh as encrypting or protecting by
passwords or zip. Hand in hand with this type aitgetion should be created some safety
area directly on the disc in the computer, so #watss will have just employees of the
‘Balance Club’.

In the case that using of Microsoft Office Excel @sstomer’'s data storage will be
considered as unworkablthere is still possible to use eg. Microsoft Offie Access or
Microsoft Outlook. Through both of these applications is feasiblecatiect and file
contacts and data and create various rolls, formanalysis that might be use as a
marketing tool by targeting customer’s particuleeds with made-to-measure offer, such
as offering exercise programs according to indialdage groups and so on. As in the
previous cases; it is needful to entrust someboky will learn how to effectively work
with these applications; then will be implementataf CRM system unnecessary, because
adequate work will be done by applications whiah@most for free.
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13 Conclusion

The goal of the diploma thesisvas to analyze the company and on the basis ®fattnl
empirical studies done during the previous 5 ydarsecommend such improvements that
would lead to higher profitability of the company.

In the literature review such possibilities thaghtilead to the increase of the company’s
profitability were outlined and these were furthanalyzed. The most significant
limitations and deficiencies were considered topberly set up internal processes and
insufficiently used information technologies in tt@mpany. Taking into consideration last
year, when the largest effects of the financiasisrof year 2008 were seen with reduced
amount of the customers about 19%, a key objegta® to widen the client base in order

to increase the company’s profitability and savfeain bankruptcy.

Even though the profits of the ‘Balance Club’ at#l slecreasing, the company is still
considered as safe with a healthy financial situnatBased on the financial analysis it has
been shown that the ‘Balance Club’ is not reliamteaternal sources to finance its assets
and is able to meet its short-term obligations. éftheless, progressive decreasing
profitability ratios should be taken into considera, because without any change these do
not indicate the best future situation for the camp On the contrary, the company should
exploit its competitive advantages and strengthsitien their client base and turn around

the business that way.

According to the analysis of the current situatadrthe company several incredible facts
can be shown. The largest representation (26%)inviiee age group from 41 to 50 years
while customers to 18 years represented just 3%mc€raing the profitability of each
program in the ‘Balance Club’; it appeared that hinghest profits were generated in the
fithness room, less profits has conversely the spgymoom. However, according to the
effectiveness of exploited capacity of the gym hppeared that the most profitable and
effective program is Bodystyling, the second onatfs and the third one Body-ball. On
the contrary, the most unprofitable program is\idiial Condition Program, which should
be replaced by the programs which are profitabteraare popular among customers.
When widening the client base; it would be stratally necessary to focus services and

widen customer portfolio more about the young anddhe aged. However, with reference
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to the future might it be even more profitabledous on the older customers, since there is
an increasing % of the older generation and lemgigeof retirement and economically
activeness in the Czech Republic.

Nevertheless, the company should not limit itseff thrgeting concrete age group as
present, but conversely try to address as muclorgss as possible no matter what age
since the main goal is to increase profits. Evegih every customer is an individual with
different needs and requirements, in general isooisvthat all customers will react to
discounts, promotional activities, favored and aative membership cards, trips and
services or products for free. As a strategy fademing the client base developing new
partnerships with e.g. hotels, health institutiobgy corporations, kindergartens and
schools in the ‘Balance Club’s’ surroundings midig used. This strategy could be
completed by offering new services or co-operatiith discount portals, which might

lead to even greater address of new potential mest

Several recommendations for the optimization angravement of internal processes can
be suggested. First of all, ‘Balance Club’ musehiew people who will assumed such
activities and responsibilities, which are currgntlasting the time of the owners of the
‘Balance Club’ and could be done more effectivedyy. for searching new potential
partners for future cooperation. Further, the raspmlities and duties of all employees
should be strictly laid out and appointments foptayees should be seen as an obligation,
not just as a voluntary meeting. Until this is cheah, the internal processes will not work
well. From the employees” point of view; there i@ motivation for doing business.
Therefore, owners could provide the employees seahes training, which will teach the
employees how to do business with the customerthdrtase the business will not even
after be done, owners should change the way of meration. The last recommendation
for the optimization of internal processes would the implementation of continuous
control and subsequent feedback on the part obwreers, which even though essential is

currently missing.
On the basis of the executed analysis of the Indtion technology a number of

improvements that should be implemented in the dBe¢ Club’ have came up. The

‘Balance Club’ should replace its old hardware aoffware with new ones, since the out-
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of-date software on the even older computer capsalslems and ‘Balance Club’ pays
needless money for repair. As a part of strategyaftracting potential customers better
exploitation of web pages and social networks, Wwhare nowadays very powerful
business and marketing tool, must be employed. rOtmprovements should be to
implement an e — shop to widen the area of potentiatomers and implementing a
customer database into the company. Since the Cidtéras are expensive and their
implementation to the company might be impropegl&ce Club’ should start e.g with
Microsoft Office Excel or Access, which are weltarged and sufficient for the ‘Balance
Club’s’ needs. Current customers should be satisfigh the implementation of the client
database and its proper use will be reflected ileadt stabilization or an increase of the

company’s profits.

Hypothesis 1was confirmed; after the implementation of recomdesl improvements of
internal processes, especially the business onea@nmeceptionists and customers; profits
have risen up to 6% of sold membership cards dunmggmonth.

Hypothesis 2 cannot be confirmed so far, since implementing naformation
technologies into the company is considered asig-ton process and is presently heavily
comparable.

To conclude, since this diploma thesis has beettenrin terms of an existing company
dealing with real problems, it is expected thapatifrom the practical part will surely be
of practical use for the company. All of the aboeeommendations have been generated
on the basis of proper analysis and are considesetbnvenient. Since the company has
already started improving its internal processeéss iadvised to continue with these
improvements as a priority with the primary stradegoal of the company to widen the
client base. First of all the company should bergjrinternally, thereupon IT can build on
this while widening the client base. Nevertheldsis, just up to the company, whether will
be governed by these recommendations or will find some own which will lead to

higher profitability.
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