Boosting Competitiveness, Strengthening Strategic Business Management:

A Case Study of Ottakar UK

Company Profile 

     In 1987, Ottakar’s commenced as a specialist bookseller designed at small market towns (Ottakar, 2003). James Heneage, an ex-advertising executive, found the business. The company developed quite progressively. The first really significant progress was in 1992, when the corporation purchased a chain of six bookshops. This brought Ottakar’s economies of scale, so that by the end of 1992 the company was at last in profit. A fraction of the company’s financial support came from Baronsmead, a venture capital assemblage, which continues as a generous shareholder (Ottakar, 2003). 

Industry Background 

     The United Kingdom book market constitutes three main sectors. These include consumer books, academic and professional books, and school books, including English Language Teaching (ELT) (Euromonitor International, 2003a). ………………………………………………….omitted……………

non-trade book is more specialists and put up for sale in specialist bookshops, particularly university bookshops (Euromonitor International, 2003a). Non-trade books take account of academic and professional books, as well as school textbooks. Trade books cover consumer books. Concurrently, consumer books come in two forms, hardback and paperback. The latter is sometimes called soft back. Conventionally, books is released in hardback to begin with and then later in paperback. The original publisher to be in breach of this trend was Penguin Books, which has been introducing books in paperback since the 1930s. In the 1960s, many other publishers started to publish books in paperback without publishing them in hardback at the outset. Now, to a greater extent, books are published in paperback form in their initial imprint. 

     In addition, the consumer books cover an extensive assortment of subjects, together with fiction, biography, cookery, health, music, sport, travel, history, geography, and popular philosophy and psychology (Euromonitor International, 2003a). Academic and Professional Books include science, technology, medicine, law, management and business, including computing. These books are put on the market for the most part by the big specialist book chains such as Waterstone’s, Blackwell, Hammicks and Borders. University bookshops put up for sale these books as well (Euromonitor International, 2003a). Schoolbooks involve primarily textbooks. These are marketed to schools either openly by publishers or by specialist schoolbook dispensers. 

     The bookselling industry is illustrated by a wealth of titles to choose from on each probable subject of concern to consumers, professionals, students and teachers. The new bigger stores have provided books a high profile in the city centres and the materialization of smaller chains has lifted up the rundown of books in the UK’s smaller towns. However, in excess of the last 10 years, books have grappled to take care of their segment of consumers’ leisure time expenditure. Reading ranks beneath many other relaxation activities in terms of main concern. In the same way, book buying is to a certain extent dependent on bargain hunters from the AB social group (Euromonitor International, 2003a). Book buying is too reliant on high book buyers, those who pay money for ten or more books per year. Booksellers are at this time suffering from substandard sales, in the vein of most other parts of the retail sector. In the same way, increased initiatives to make better education and training, in addition to the intensification in the quantity of students in higher education, present an important chance for the sale of books. A number of bookshops give an account that an ever-increasing relative amount of their sales are coming from people. This assemblage needs to be targeted further by bookshops. Moreover, the children’s segment is on the rise and bestows an opportunity for bookshops to put together more readers and buyers. It is also an occasion to develop a bookshop’s brand. Bookshops could gain knowledge from other retailers and transform the way they are seen in the High Street as well as spread out their clientele by utilizing diverse and more newsworthy forms of advertising. The most important hazard to the professional and academic bookshops is the Internet. The threat to the High Street bookshops comes from the Internet, and also from an intensifying phenomenon in direct selling (Euromonitor International, 2003b). 

     …………………………….omitted

 There would have been insignificant purpose for this big US bookseller to extend to the UK while the NBA was still implemented. Borders’ US adversary Barnes & Noble has as well mulled over venturing into the UK market, but has hitherto not committed itself. Barnes & Noble is extensively superior to Borders. If Barnes & Noble did come in the UK market it is considered that it would give rise to a price war concerning itself, Borders and Waterstone’s. The UK is the solitary most important European country not to have particular varieties of price restraint for bookselling. 

Competitors 

     This part of the paper will be discussing the company’s primary competitors in the bookselling industry. One of these competitors includes WH Smith PLC is the UK’s largest retailer of books, magazines and home stationery. It is a newspaper and magazine wholesaler as well. Additionally, it has possession of three publishing companies, Hodder Headline, Helicon, and Wayland. Hodder Headline is the UK’s third biggest consumer publisher. WH Smith also has more than a few hundred Travel Retail stores out of the country. WH Smith has 545 High Street stores in the UK, plus 183 Europe Travel Retail stores which are situated in railway stations and airfields (Euromonitor International, 2003b). Street stores have improved immensely since the company acquired the retail department stores of John Menzies PLC in 1998 (Euromonitor International, 2003b). 

Another competitor is HMV Media Group PLC. It is a major UK vendor of music and books (Euromonitor International, 2003b). The business entity was established in March 1998, when HMV and Dillons were taken over from EMI PLC. HMV Media Group purchased Waterstone’s for £300 million in 1998. All the bookshops in the possession of HMV Media Group have been acknowledged under the Waterstone’s name. 

Omitted…………………………..

     On the other hand, Hammicks Bookshops Ltd is a specialist bookshop chain promoting professional and academic books, in particular law and finance. It was previously a division of John Menzies PLC before being purchased out in a management buy-out in 1992. 

Financial Analysis of the Published Accounts 

     This part of the study will discuss the financial aspect of Ottakar’s as a business entity. It will use several financial ratios to find out the level of efficiency of the company in terms of financial stability. 

     Initially, based on the return of assets of the company, its assets are considerably high at 0.1975 ratio. This means that the company has been managing its assets quite well. Although this does not reflect the return earned by investors, Ottakar’s as a corporate entity is considerably stable in terms of managing its resources (Eversfield, 2003). This disposition will be able to attract investors and additional shareholders on the company. 

     Connected to this ratio is the company’s asset turnover. Their financial statements reflect a result of 6.056 in their asset turnover. The result provides a measure of effectiveness of the firm’s use of assets to create sales revenue. With the company having a ratio of 6.056, it shows that their assets are very effectively employed (Hudson, 2003). However, based on the level of asset turnover of the company, one could deduce that it has been using old machinery which depreciation has fully matured. This characteristic of the company provides an impression of competence among its shareholders and other individuals who intend on investing money in the company. 

     Similarly, the company’s net profit margin indicates a positive disposition in the market. Although it is at a low of 0.304, it only indicates the veracity of the competition in the bookselling industry in UK. As reflected in the discussions above, a number of powerful competitions both from local companies as well as those coming from foreign countries. Nevertheless, the result of the ratio shows that the company should increase their sales performance if they intend to be continuously competitive. The data also shows that there will be a probable 30% increase in the profitability of the company in the near future. 

     In addition, based on the current ratio of the company, the company is able to satisfy its current obligations readily, particularly those which are due for the coming 12 months using its current assets. This data is good news for the company’s creditors considering the stability of the company’s ability to disburse its payables. This kind of characteristic provides Ottakar’s a high level of reputation among the financial sector that facilitates loans for companies. 

Funding of Business, Conclusion and Recommendations 

     The buyers in the industry could be considered as a very powerful force. Powerful buyers drive down profitability because they bargain for lower prices, demand better product features for the same price, and play one competitor against another. One could recommend for the company to target future growth in market segments composed of small and midsize buyers. They are less likely to bargain on price and will often pay more for less. They have less leverage and fewer options than the large customers everyone is trying to attract. It would also be beneficial for the company to find new ways to differentiate their products that have value to the customer. Even if the product is a commodity, there are ways to differentiate it in terms of the services that surround it. Differentiation can occur from the very first time customers becomes aware of their product to the time when they must dispose of it. Moreover, they should also offer additional services or support to customers in exchange for a larger share of their total purchases. It is also deemed necessary for them to develop services that make it easier for them to work with the company as a single source supplier. Ottakar’s should also combine a reduction in the buyer overall cost of doing business with the creation of switching costs. For instance, offer a lower price in exchange for a long-term contract. Alternatively, the company should link IT systems to your customers to reduce transaction costs and lock them into to the business. Furthermore, the company should as well focus new growth initiatives on customer segments with the best profit margins. They are less likely to beat the company down on price. They should also consider creating a new distribution channel such buying one of their customers. Figure out ways to disintermediate those in the distribution channel. Find ways to get closer to the end user. 

     Similarly, it has also been established in this paper that the competition in this industry is powerful. Competitors can drive down industry profitability by cutting prices or offering more product features for the same price. When rivalry is most intense, competitors often compete head-to-head on price. When competition is disciplined and constrained by industry norms, rivalry is weak. In looking into the profile of Ottakar’s it is recommended that where possible, they should minimize their investment in plant and equipment. It is advisable for them to lease rather than buy. Moreover it is also recommended that they work to reduce the fixed assets on your balance sheet. They should get rid of outdated facilities and equipment. In addition, Ottakar’s should as well help weak competitors exit the industry. The company should make it easy for them to get out by buying up their assets even if they have little value. The value comes in getting them out of the industry and reducing the number of competitors. 

     New entrants are potential competitors. New entrants are a powerful force in the industry. The easier it is for new companies to enter the industry the greater the competition in the industry. New entrants will often attempt to break into the industry with low prices, innovative products, or new features and benefits. When it is difficult to enter an industry, the threats of new entrants is low. In this light, it is advisable for the company to work with regulatory bodies to establish industry policies and procedures. The more stringent the requirements, the lower the likelihood of new companies entering the industry; the cost will be too high. This is one time that industry regulations are good business. Similarly, the company should go after new entrants aggressively. Defend its market and cut the price if necessary. The company should make sure that they are adding more value than the new entrants. Moreover, they should as well form partnerships with your key distributors to keep new entrants out of the market. Give key suppliers price breaks or provide supplemental services in exchange for exclusive distribution rights. Ottakar’s should make sure you are growing faster than the industry. They should make new entrants fight for every customer. They should not also become complacent and assume that there’s enough business for everyone. 
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