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Abstrakt 

Diplomová práce se zamEUuje na komplexní analýzu vybraného podniku NAVZAS s.r.o. 

Pomocí stanovených analytických metod zkoumajících interní a externí prostUedí podniku je 

zhodnocena celková situace podniku. Současná finanční situace podniku je zhodnocena pomocí 

Kralickova Quick testu. Na základE provedených analýz jsou v závEru uvedeny návrhy na 

zlepšení stávající situace firmy na trhu. 

Abstract 

The diploma thesis is focused on a complex analysis of the chosen company NAVZAS s.r.o. 

By appointed analytical methods examining internal and external environment of the company, 

the overall situation is evaluated. The current financial situation of the company is evaluated 

by Kralicek Quick Test. On the basis of previous analysis, recommendations, which lead to the 

improvements of the current performance of the company on the market, are suggested. 
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Introduction 

The topic of the thesis is focused on a complex analysis of the company and further recognition 

of risks in NAVZAS s.r.o. The author finds out important to analyse the company in 

comprehensive way in the current changeable environment and use results of analysis for 

identification and definition of risks in a form of weaknesses and opportunities. Moreover, if 

risks are identified, there can be determined which of them are removable and which arise from 

the area of business itself and are irremovable, but in some cases, it is possible at least to 

decrease their influence. In the case of removable risks, there is a possibility to develop 

proposals, which implementation could reduce or even eliminate the risk. However, if proposals 

are accepted, other risks may arise and they need to be further analysed. 

The purpose of the thesis is to analyse the company NAVZAS s.r.o. operating in post-harvest 

sector. The company was established in 2003 and acts as a distributor reselling post-harvest 

machines and other equipment. It has a stable position and a good brand name on the Czech 

market mainly for its above-standard service provided. The company has lot of experience 

trying to be competitive and offer to its customers the highest possible quality of machines.  

The thesis consists of three main parts. The first part includes the literature review outlining 

theoretical basis of subsequent analysis. Another part starts with introduction of the company 

and continues with methods of external and internal analysis, such as PESTLE analysis, Porter´s 

five forces model, model 7S and SWOT analysis. By these methods the company can get a 

realistic picture of its economic situation as well as of opportunities and threats. In today´s 

market situation it is very important for any company to choose optimal strategy that leads to a 

reduction of risks. Furthermore, there are number of influences on the company from for 

instance EU policy, world economy or climatic and social changes. The company has to 

perceive itself as a part of the whole, which means national, European and world economy. In 

general, for the company it is much more difficult to conduct an internal analysis, because long-

standing companies are usually petrified with a strong unwillingness to make any changes. For 

small companies is especially important to diversify production and invest into other sectors, 

because by changing Research and Development or losing a supplier, it can easily lead to a 

bankruptcy. The last part of this paper consists of evaluations, recommendations and last but 

not least suggestions of the NAVZAS s.r.o. performance. 
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Objectives of the work, methods and procedures of processing 

The objective of this diploma thesis is to analyse NAVZAS s.r.o. by appropriately selected 

methods of strategic and economic analysis Ěespecially PESTEL analysis, Porter´s five forces 

analysis, SWOT analysis). On the basis of results from analysis performed together with taking 

into account the specifics of NAVZAS s.r.o. as well as its line of business, formulate 

recommendations and suggest measures allowing the improvement of current status.   

In order to meet this objective, there is firstly necessary to meet several partial goals. Partial 

goals mean familiarization with professional terminology, studying of theoretical knowledge 

especially in the field of analytical methods, then obtaining information about analysed 

company and finally processing and evaluating results of analysis performed. 

In order to perform particular analysis, it is necessary to use the following methods: 

• PESTLE analysis – analysis of the company´s external environment used to monitor 

the overall environment the company operates in and also to get overview from many 

different angles. It includes factors affecting the company in political, economic, 

social, technological, legal and environmental way. 

• Porter´s five forces analysis – analysis for analysing the competition within the 

industry. It consists of five factors that help companies to determine whether the 

business is profitable or if the situation for the business is worse and the company is 

for instance based on other business in this particular industry. 

• The McKinsey 7S Framework – model is used to assess and monitor changes within 

the company. 

• Kralicek Quick Test – tool for evaluating of the company´s financial situation.  

• SWOT analysis – provides an overall summary of all previous analysis using 

strengths, weaknesses, opportunities and threats. 

By using of these analytical methods, external and internal environment of analysed company 

are examined. The results are summarized into SWOT matrix. As sources for making above 

mentioned analysis will be used external sources of information, such as statistical 

information, legislation and its changes, web pages of for instance competitor’s webpages, 

where are available among others internal information of these companies. The main source 

of internal information is set of interviews with the owner of analysed company. Another 
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source of internal information is also a private database of the company including among 

others of financial statements. Based on conducted analysis and its results are proposed 

measures and recommendations that allow the company to improve its current performance. 
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1 THEORETICAL BASIS OF THE WORK 

This first chapter is dedicated to theoretical information, which is necessary for further practical 

part of this thesis, so for analysis of the chosen company. The theoretical part is divided into 

several sub-chapters. 

1.2 Enterprise  

The enterprise is an institution created to entrepreneurial activity. In other words, it is a set of 

tangibles, intangibles and human components. To define the enterprise can be used a broad 

definition that comprehends the strategic direction, the internal processes, the business rationale 

and enablers needed to provide value-adding products and services to the customer. 

Such Webster´s Dictionary provides several definitions of enterprise, such as “a project or 

undertaking that is especially difficult, complicated, or risky” or “a systematic purposeful 

activity” (The Merriam-Webster Team, 2017). If an enterprise wants to be a viable business, it 

must create some unique value to customers, which is not a matter of profitability, because also 

non-profit enterprises have to provide adequate value to customers. Thus, it is the ultimate 

criterion by which any enterprise is measured (Miller and Berger, 2001).  One of definitions 

what is an enterprise has been defined also by the European Commission Regulation (EC) No 

Ř00/200Ř, where “an enterprise is considered to be any entity engaged in an economic activity, 

irrespective of its legal form. This includes, in particular, self-employed persons and family 

businesses engaged in craft of other activities, and partnerships or associations regularly 

engaged in an economic activity” (The Commission of the European Communities, 2008, p. 

214/38). 

1.2.1 Enterprise objectives 

The general objective of any enterprise is its value creation. As the original objective of any 

enterprise used to be considered the maximization of profit in short-term time, thus without 

time horizon and excluding the effect of risk. The current approach therefore rather considers 

the primary objective of an enterprise in minimalization of the enterprise´s value. 

The objectives differ according to the size of a company. Thus, in the case of small enterprises 

there is a strong dependence of an owner to the business, because usually all of the family 

capital is invested into the business.  Other common objectives shared by small enterprises 

consist of, for instance, business autonomy or maintaining a family tradition etc. 
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In large enterprises have been separated the ownership from management. Therefore, it is 

necessary to solve and take into account the relationship between owners, management and 

statutory authority as well as the other interest groups. The interest groups may consist of 

employees, customers, suppliers, banks, creditors, municipalities or state and many others. 

However, even all of these interest groups have different influence during setting the objectives, 

all of them have one objective in common to make the enterprise work for a long time (De菜 dina 

and Cejthamr, 2005). 

Each objective of an enterprise should be matched with the company´s mission. It should fulfil 

particular requirements, such as concreteness, measurability, attainability, reasonability and 

time limitation ĚNEmeček and Zich, 2007). 

 

 

 

 

 

 

 

 

 

 

 

1.2.2 Analysis of interest groups 

The interest groups are personally involved and interested in prosperity of a company, because 

its prosperity allows them to realize their own interests. Simultaneously, the aim is in long-term 

sustainability. The interest groups can have a function of external observer, who is able to 

recognize changes in company´s environment as well changes within the company. It is in their 

own interest to make these monitoring activities conducted. However, it cannot be expected 

Enterprise Cooperative 
partners 

Local 
community 

Employees 

Owners 

Suppliers 

Customers 

State 

Banks 

Figure 1: Interest groups in an enterprise adapted from (ZuzaＢ k and Ko雅 nigovaＢ , 2009. p.151) 
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that information from interest groups will be provided systematically and regularly and that 

they will be always correct and plausible (Zuza囲k and Ko祭 nigova囲, 2009). 

 

Interest groups Priorities 

Employees Relative social security, high earnings, safety of work, self-realization 

Owners The greatest possible appreciation of the capital invested 

Suppliers The greatest possible supplies for the longest possible time, Timely 

payment 

Customers Quality, Timeliness of deliveries for the lowest possible prices 

Cooperative partners The longest and most effective cooperation 

Local community Employment of residents, sponsorship 

State Paying taxes, employment 

Banks Return on loans 

Table 1:Priorities of interest groups (Taken over from ZuzaＢ k and Ko雅 nigovaＢ ,.2009. p.151) 

 

1.2.3 Business life cycle 

The business life cycle is defined as “the movement of an enterprise as it evolves through typical 

stages of corporate existence” (WebFinance Inc., 2017). The life cycle represents stages from 

enterprise´s birth of creating the new entity followed by its growth, stabilization and maturity 

up to crisis and eventual death of enterprise, when it is closed or sold. The following picture 

(see Figure 2) shows the whole process of life cycle. None of the enterprises can avoid any of 

the stages or choose the right moment to make major changes (Thompson, 2013). The first stage 

represents the time when an enterprise is set up. It includes process connected with the founding 

of project, selection of the legal form of business, further complying with legal obligations in 

accordance with the relevant legislation to final registration of the enterprise with the 

appropriate authorities. 

The next stage is the growth characterised by increasing of the volume of production as well as 

sale of products or providing services. In this stage are companies profitable, which means that 

there is an increase of income as well as expenditures. 

The third stage means stabilization with respect to the optimal size of the enterprise. According 

to the market conditions, during this stage are usually decreased investments, which were 

increasing during the previous stage. In the final, fourth stage is usually a crisis. There is poor 

performance development, the sales are decreased as well as liquidity. If there is an absence of 



15 

 

remedial action, the enterprise is in danger of extinction, which is represented by the fifth stage 

(Novotny囲, 2007). 

  

 

1.2.4 Limited liability company 

For the purpose of this thesis has been chosen a Limited liability company, which is according 

to the Czech law designated as “s.r.o.” or “spol. s r.o.“. For the company´s debts as well as 

shares are jointly and severally liable shareholders up to the amount of their shares. The share 

of a shareholder is in this kind of company determined by the contribution ratio, unless the 

collective contract determines differently. The Business Corporations Act 90/2012 Sb./Coll. 

defines 1 CZK as a minimum deposit, but the amount of the deposit may be determined 

differently for each unit, everything depends on the wording of the collective contract. This 

contract includes  

• company´s name 

• the object of the business or named the activities of the company 

• identification of the members by their names 

• member´s residence or registered office 

• determination of the types of deposits of each shareholder, their rights and obligations 

associated with them if the collective contract does not determine it otherwise 

• the amount of deposit 

• the amount of the share capital, and 

• the number of managing directors and the way they act for the company. 

Figure 2: Business life cycle adapted from (Robinson, 2013) 
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The collective contract may allow the formation of different types of shares. Shares with the 

same rights and obligations generate one species. However, a share with which no special rights 

and obligations are attached create the basic capital. If the collective contract does not determine 

differently, the shareholder may own more shares even of a different kind. The shareholders 

exercise their right to participate in the management of the company or outside of the company 

ĚHavel and Smolíková, 2012). 

 

1.3 Chosen methods 

1.3.1 Analysis 

It is a process of real or thought exposing of the investigated subject (phenomenon, situation) 

into the sub-parts that are subsequently created. The analysis assumes that in each event there 

is a certain system (set of elements between which are the relationships and that together form 

an association). The analysis allows to detect different properties of objects and processes and 

is a basic and in general it is the most widely used scientific method which explores the more 

complex facts and decomposed them on simpler ones. Therefore, quality research is an integral 

part of every single step (Lorenc, 2013). 

1.3.2 Description  

Ii is a method of describing and clarifying information about the examined problems. The 

description is based on concepts that describe objects exploration in terms of their quantitative 

and qualitative characteristics. In this case, it can be on one side material concepts (such as size, 

colour) and on the other hand formal notions (as for instance existence, cause, identity) and 

both play a significant role in the explanation and have an organizational function (Lorenc, 

2013). 

1.3.3 Comparison 

 The basic date obtained by the measurement can be used for further work to comparison. This 

is possible in two levels. The first level is how the subject behaves under different conditions 

(in different environments) and the second level how to preserve differ objects under the same 

conditions. Then conclusions about the properties of the objects or processes can be deducted. 

The precondition for comparison is the precision of previous methods like observation, 
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description and measurement. For comparison can be used share ratio, difference or index. The 

comparison is a basic method of evaluation and comparative methods can be used in either for 

knowledge acquisition or for its processing (Lorenc, 2013). 

1.3.4 Statistical methods 

Statistical methods are one of the most used exact methods of scientific work. They allow 

accurate expressions of phenomena and relationships between them. These methods are 

important because they describe relationships between phenomenon under review, affect the 

exact dependencies between individual economic variables (Lorenc, 2013). 

1.3.5 Synthesis 

It is an imaginary link to the knowledge got by analytical methods as a whole. It is a basis for 

understanding the interrelationship of phenomena. Thus, it builds on the results of analysis, 

connects its findings and deduces conclusions and recommendations (Lorenc, 2013). 

1.4 Financial derivatives  

One of the groups of financial instruments consists of financial derivatives. Financial 

derivatives are further divided into two basic groups, term contracts and option contracts. 

Term contracts are characterized by the fact that both entities are in a tight position and 

therefore there must be comply with predetermined obligations Term contracts include 

forwards, futures and swaps. Forwards are one of the most often used and easiest financial 

derivatives. It is a non-standardized term contract binding on both parties, who arbitrate each 

other individually on specific business conditions. Moreover, it allows to buy or sell 

underlying asset in the future at price set today. Such futures obligate the buyer to purchase an 

asset or the seller to sell an asset at predetermined future date and price. In futures contracts, 

there are specified detailed information about the quality and quantity of the underlying asset. 

Last but not least are swaps that can be characterized as derivative contracts on whose basis 

two parties exchange financial instruments. These financial instruments can be almost 

anything, but mostly it involves cash flows based on a notional principal amount that both 

parties agree to. Swaps are usually used between businesses or financial institutions 

ĚDluhošová, 200Řě. 

In the other group of option contracts the situation is a little bit different. The buyer is in a 

free position and hence they have the choice of exercising the right of option and the seller in 
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in a tight position and is committed to meet buyer´s wishes. Option contracts are further 

divided into put options, call options and exotic options. Plain Vanilla options are put and call 

options, which differ in buyer´s rights ĚDluhošová 200Řě. 

1.5 External analysis of the company 

This chapter focuses on the macro-environment factors that affect an organisation and the 

industry it works in. This environment can be divided into three basic and distinct layers 

including competitors, industry and as a representative of the highest-level layer the macro-

environment itself, which further consists of factors that greater or lesser impact almost all 

organizations.  

 

 

 

 

 

 

 

 

 

 

 

 

Nevertheless, it is important to monitor and analyse the macro-environment of the company for 

several reasons, such as to improve the functioning of the company an increase its performance 

(Synek, 2009). Firstly, it is an ever-changing and competitive environment. Secondly, it is a 

 

Organization 

Competitors and the market 

Industry1 

Macro-environment 

Figure 3: The layers of an organization´s environment source: (Marmol, Feys and Probert, 2015, p.7) 
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source of both opportunities and threats for any company on the market and last but not least 

reason is that it can provide a direct competitive advantage for a company (Marmol, Feys and 

Probert, 2015). Thus, a company will be able to react efficiently on this “non-controllable” 

changes earlier than their competitors. 

Kotler and Keller identified main external challenges for companies, such as 

• globalization 

• deregulation 

• privatization 

• increased competition 

• elimination of intermediaries 

• purchasing power of consumers 

• etc. (Jakubi囲kova囲, 2013) 

1.5.1 PESTLE analysis 

The macro analysis is based on PESTLE analysis that consists of political, economic, social, 

technological, legal and environmental factors. This analysis is based on the most general 

version - PEST analysis – to which are added components that make the variations more 

detailed. However, they are just the extensions of the same PEST factors. Thus, for instance 

STEP is by researchers denoted just as a PEST in more positive approach. In further extensions 

are for instance legal issues separated from the political factors (SLEPT) or environmental 

changes are added (PESTLE). It is always according to a manager what method is used, 

depending on nature of a business or project (Jurevicius, 2013). 

Notwithstanding that, PESTLE is a quintessential analysis tool used for assessing the mentioned 

six factors. Moreover, companies use it to monitor the overall environment they are operating 

in as well as to get overview from many different angles. The main objective of the PESTLE 

analysis “is the identification of unavoidable macroeconomic changes that might have a 

significant impact on the development of company (in terms of its products, its brand or even 

its entire organization)” (Marmol, Feys and Probert, 2015, p.8-9). The six factors of PESTLE 

may not affect the enterprise at the same intensity. The essence of this analysis is to find the 

factors that influence the company, further their possible impact and find out their significance 

(Paulat, 1999).  
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1.5.1.1 Political factors 

Political factors consist of political stability, stability of the government, laws, participation in 

international organisations, tax policy, influence of political parties and pressure groups on both 

organizations and individuals in a particular society. 

Legislation and regulation - Political climate has a major effect on the basic product or service 

and methods of communication by national and international laws and regulations which are 

often changed. Legislation provides such laws that essentially support the principles of being 

honest, legal, decent and truthful. There are number of regulations and laws that nationally or 

internationally effect a business, for instance: The Data Protection Act (1984), The Sale of 

Goods Act (1979), which demands that goods sold match with the description, or Trade Marks 

Act (1994), which allow wider range of products and services to be registered as trademarks 

(Smith and Taylor, 2010). 

EU legislative process – The European Union with its supranational powers is a unique 

institution and important lawmaker. None other international organization can make laws that 

are binding for so many member governments, citizens and enterprises and further are subjected 

to the EU Commission´s monitoring activities. Moreover, such enterprises are now highly 

influenced by the European legislation in the way of, for instance, the Single Currency – the 

euro, which is now part of everyday life not only for Eurozone Member States, but also for 

companies trading within the European Union (European Commission, 2011). 

Self-regulation: codes of practice – There are number of professional bodies establishing their 

own codes of practice which must be followed by the members. In other case, it may lead to 

negative publicity or expulsion. For instance, in the case of enterprise´s advertisement, it can 

be controversial, but in all cases, must adhere to the laws of the land (Smith and Taylor, 2010). 

Macro-political effects on business – The international political negotiations affect the world 

economy. Thus, the result of these worldwide political negotiations and agreements need to be 

monitored by international trading companies, because affected are not only product portfolios 

in their range and types, but the social issues as well. On the other hand, this in turn, affects the 

organization´s social responsibility policies or communication programmes (Smith and Taylor, 

2010). 
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1.5.1.2 Economic factors 

For a company is virtually impossible to change the economic situation. The only way what to 

do it, is to make preparations in order to better deal with fluctuations. It is necessary to observe 

the evolution of a country´s GDP, its tax rates, drop in interest rates as well as the growth of 

inhabitants´Ěcustomers´ě power and consumption that can be usable for further managerial 

decision-making ĚPavelková, 200řě. If the company is able on the base of key figures 

observations anticipate a significant decrease in purchasing power, the overall strategy can be 

adopted and the losses can be minimized (Marmol, Feys and Probert, 2015). 

Effects on markets and communications – The state of the economy affects directly and 

indirectly the industrial and consumer markets. The factors such as exchange rates, interest 

rates, unemployment or disposable income have a deeper effect on the amount of money around 

and how much will be spent. If there is a recession, both consumers and companies spend less 

and they search for better deals, including price cuts, extended terms and value-for-money sales 

promotions. Notwithstanding, the results of economic recession may later influence the buying 

patterns or attitudes and finally also the advertising imagery that lead to changing norms, roles 

and values of a culture (Smith and Taylor, 2010).  

Recession-induced psychological change – The recession may influence the consumers´ 

behaviour so strongly that neither strong economic recovery may not increase the levels of 

consumption or an overall lower pattern of trading. For this reason, the advertising needs to 

react on the situation by more informative advertising campaigns emphasizing products that 

provide relevant benefits and excellent performance (Smith and Taylor, 2010). 

1.5.1.3 Social factors 

A company that wants to successfully conquer a market needs to know the characteristics of a 

population (demographic, age distribution, etc.) in order to understand its buying behaviour. 

Other factors that helps a company to refine particular goods and services are for example 

history (roots and traditions), religious or social-cultural influences in a form of fashion, media, 

means of communication and many others (Marmol, Feys and Probert, 2015).  

A new interest in ethics – The social consciousness among consumers is increasing. The want 

to know more about products, their producers as well as the influence of products on 

environment or if the production had been supported by political funds. This trend started in 
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1990s when many buyers started to be aware of product origins and banks´ became to be weary 

of lending funds to higher-risk, un-environmental companies. Thus, companies with a poor 

environmental record started to have also problem in the way of insurance premiums, because 

of higher risk. That time was, for example, in the United Kingdom expected that this “green 

time bomb” will last only approximately six months (Smith and Taylor, 2010).  

Demographics – To better segment the target markets, the marketers usually use the statistical 

analysis of a population by sex, age or social status combined with location. Furthermore, there 

are demographic cycles, movements and trends that can help a company to learn about its 

market in advance. It is still a current question about growth rate of population or ethnic mix 

and movements of people between regions (Smith and Taylor, 2010). 

Existence of subcultures – In each society are subcultures, in other words people who share 

values, beliefs, behaviour and preferences. These groups of people may have different 

consumption behaviour and wants that may attract marketers to choose them as a target group 

or market (Smith and Taylor, 2010). 

1.5.1.4 Technological factors 

With regard to the technology area, this is the most rapidly changeable factors. It covers factors 

arising from the development of technology in the way of new inventions, technological 

obsolescence, use of energy, changes in the Internet, changes in mobile technology or current 

change in social media. So, to sum it up, there can be developments in technology specific to 

an industry or market and it can be an opportunity to many organisations in a form of extensive 

business impacts. On the other hand, “the identification of technological advances is critical if 

an organisation is to recognise the potential they offer” (Cadle, Turner and Paul, 2010, p.4). 

1.5.1.5 Legal factors 

Legal factors reflect the given legal standards of a specific country. For a company is one of 

the key issues to recognize laws that have an impact upon the company even though they 

originate from countries other than that in which the company is based, this situation may occur 

when there is an international cooperation or trading. An important role in this way plays also 

EU laws that operate across a broader spectrum (Cadle, Turner and Paul, 2010). 
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1.5.1.6 Environmental factors 

The importance of the environmental factors increased mainly during the last two decades. 

These factors are often called as “green” issues and include increasing concerns about packing 

and increased pollution. However, it further consists of the nature and climate conditions, 

environmental threats or environmental protection (Cadle, Turner and Paul, 2010).  

1.5.2 Porter´s five forces 

Industry competitive analysis begins by focusing on the overall industry in which a firm 

competes. For this purpose, there is used the Porter´s five forces model, which is an essential 

tool for understanding the competitive structure of an industry. It helps managers to identify the 

competitors or a company as well as understand how they can reduce its ability to generate 

profit (Michaux, Cadiat and Probert, 2015). According to Porter for already established 

companies is raising prices and earning grater profits more limited and difficult if each of these 

five forces is stronger. Furthermore, a strong competitive force can be considered as a threat 

because it worsens profits and on the other hand, a weak competitive force can be regarded as 

an opportunity allowing to earn higher profits (Hill and Jones, 2010). The model consists of 

five forces that decide about their own long-term attractiveness of the market or market 

segment. The first four elements (customer bargaining power, supplier bargaining power, the 

threat of substitute products, threat of new entrants, and intra-industry competition) operate 

independently from one another whilst intensifying the rivalry within the industry (Michaux, 

Cadiat and Probert, 2015). 

  



24 

 

 

 

 

 

 

 

 

 

1.5.2.1 Bargaining power of customers 

The segment is unattractive if the customers have great or increasing negotiating power. They 

can force companies to lower prices, demand greater quality or additional services, or even take 

advantage of the competition between different actors on the market. To sum it up, customers 

directly influence the profitability of the market and have a significant impact on the costs of 

the product. However, the power of customers may even increase if there is only a small number 

of them, the product is standardized with only slight differences from competing products or if 

they can directly integrate the supplier´s activities into their own production chain. The best 

defence is to create a better offer that cannot be rejected neither by a strong customer (Michaux, 

Cadiat and Probert, 2015). 

1.5.2.2 Bargaining power of suppliers 

If suppliers are able to increase prices or decrease the amount of supplied quantity, the segment 

starts to lose its attractivity. Suppliers, in the same way as above-mentioned customers, can 

have an impact on the profitability by imposing their own conditions (as regards cost or quality). 

Their significant power consists of their monopoly situation, having customers from varied 

industries, high transfer cost, no substitute products from what they offer or if they are able to 

incorporate more activities into their core business further down the supply chain. For this 

reason, a company should create such relationships with suppliers that will be beneficial for 

both sides or that allows a company to use multiple sources of supply (Michaux et al., 2015 and 

Kotler et al., 2007). 

Figure 4: Porter´s Five Forces source: (Hill and Jones, 2008, p.45) 
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1.5.2.3 Threat of substitute products 

Everything what is able to offer alternatives to the existing product, which means if on the 

market there are real or potential substitutes of the product, makes the segment less attractive. 

Firstly, the substitutes limit and put pressure on both – price and profit. Secondly, they respond 

to similar needs in different or even more innovative way. For this reason, a company must 

closely monitor the price trends and changes on the market. If in the sectors of these substitutes 

is increased the technological progress or competition, the prices and profits probably fall down 

in the whole segment. Substitute products become real threats if their price is lower and quality 

higher or if the cost of transferring to the substitute product is low (Michaux et al., 2015 and 

Kotler et al., 2007). 

1.5.2.4 Threat of new entrants 

The attractivity of segments varies according to the level of barriers on the input and output. 

The most attractive segment is characterized by high level of barriers, which means that only 

few new companies are able to enter it and on the other side, the leading companies in the 

segment can hardly leave it. However, the barriers represent higher risk that is taken by 

companies, which is balanced by potentially high profit. Thus, if the barriers are low, new 

companies enter the segment as easily as they leave it and the profits are low and stable. The 

worst scenery becomes when barriers of entry are low and output barriers are high, because 

during the good times there are many new entrants who lately notice that during more difficult 

times it is hard to leave it. Nevertheless, new entrants usually deliver greater value to new 

customers and have significant pressure on prices and policies on cost and investment rates. 

The potential solution how to decrease the threat of new entrants in in patent that protect 

technologies, which does not allow easy access to them (Michaux et al., 2015 and Kotler et al., 

2007). 
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Entry barriers 

    high low 
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 high High potential for 

profitability High risk 

The worst option           

Possible overproduction              

Low profitability 

low The most attractive market Stable and low profitability 

Table 2: Threat of new entrants source: (Grasseová, 2010, p.192) 

 

1.5.2.5 Intra-industry rivalry 

If in a segment there are number of strong and aggressive competitors, its attractivity is 

decreased. It is even less attractive is it stagnates, if expansion of factory capacities requires 

considerable investments, if the fix costs are high, if barriers of output are high or if competitors 

have significant motivation to stay in the segment. These conditions lead to frequent price wars, 

advertising battles and introducing of new products, so rivalry becomes very expensive. More 

intensive rivalry uses lower prices or more spending on non-price-competitive weapons. Thus, 

to sum it up rivalry among established companies constitutes a strong threat to profitability. 

However, the intensity of rivalry among established companies within an industry is influenced 

by four factors – industry competitive structure, demand conditions, cost conditions and the 

height of exit barriers in the industry (Hill and Jones, 2010). 

1.6 Internal analysis of the company 

1.6.1 Fundamental analysis 

Fundamental analysis deals with a basic analysis of a company´s financial statements, including 

the Balance Sheet, the Profit and Loss Statement and the Cash Flow Statement. If a company 

analyses all of these statements, obtained information can be useful for creating of a certain 

image of the company. In other words, there can be found information about the property and 

capital structure as well as about costs and revenues. In the first statement, the Balance Sheet, 

there is described a firm´s position at one specific point in time. In this case, the fundamental 

analysis focused on exploration of assets (on the debit side), thus accounts are divided into six 

groups and provide information whether the company owns land, software, buildings or 

machines, if the company is industrial or commercial and also if it is financially healthy. The 

other; credit side of the balance sheet serves information about in what proportion is the 
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company formed by own and foreign sources, if the company is indebted or whether a reserve 

fund is created. Moreover, it is also important to determine the evolution of the profit from 

current as well as previous accounting period. The balance sheet is useful because it displays 

firm´s financing and investment policies (Lee, Lee and Lee, 2009).  

Another is the Profit and Loss Statement, by which can be analysed costs, benefits and the 

individual operating results, which means operating, financial and extraordinary result (profit 

or loss). The Profit and Loss Statement is created by two sides – costs and revenues. On the 

side of costs are examined for instance social costs, cost of sold goods, consumption of material 

and services, depreciation or energy consumption. The other side records for example revenues 

from the sold goods and services or revenues from sold fixed assets and material. This statement 

is useful because it allows insight into the firm´s operations, profitability and financing 

decisions over time (Lee, Lee and Lee, 2009). 

After the analysis of two statements the synthesis will be executed, which can help to create 

picture of what type of company it is going on, how big it is, if there are any liquidity problems 

and how capital is distributed as well as if the company works more with own rather than foreign 

capital ĚHanušová, 2004ě. 

1.6.2 Financial analysis 

To appraise a success of the overall company´s strategy in connection with the economic 

environment is done through financial and economic indicators. Nevertheless, the financial 

analysis offers number of methods how to evaluate financial health of an enterprise. Moreover, 

the chosen indicators of financial analysis are common part of evaluation of a company to 

obtain bank loans or other financial sources to ensure right functioning of it. Thus, any 

successful enterprise cannot dispense with the financial analysis nowadays. 

The main aim of the financial analysis is to prepare basis for quality decision-making about the 

operation of the enterprise. One of the basic goals of financial management of any company is 

achieving of financial stability, which can be assessed by using two basic criteria. The first 

criteria are ability to generate profits, ensuring the increase of property and increasing the value 

of invested capital, which is the essence of the whole business. The second criteria are about 

ensuring the solvency of an enterprise, without which the business could no longer exist 

(Ru斎 c菜 kova囲, 2007). 
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As a condition, of any successful financial analysis is necessary to have complex and quality 

input information. Otherwise the result of enterprise financial health could be inaccurate. The 

sources of input information are market information, basic aggregated economic data and 

primarily accounting information. The accounting information serves to wide range of users 

and can be separated into two parts – Financial Accounting Statements and In-house Financial 

Statements. The Financial Accounting Statements are external statements, because the provide 

information to external users. For the reason of its public presentation are accounting 

information in a form of Financial Accounting Statements often criticized because they seem 

to be heavily audited and regulated, automatically determining what numbers are presented 

(Lee, Lee and Lee, 2009). Nevertheless, accounting information inform about status and 

structure of properties, founding sources, creation and use of net income as well as about cash 

flow. Thus, in other words, they create basic information for financial analysis despite the fact 

that they have to be publicly available. The in-house Financial Statements do not have legally 

binding arrangements and they are based on internal needs of any company. Using of this kind 

of information help to refine results of financial analysis. Moreover, they eliminate the risk of 

deviation from reality, because they are more frequently created. It can also later help to make 

more detailed time series that are important form the financial analysis point of view (Ru斎 c菜 kova囲, 

2007). 

The users of financial analysis are two groups of persons, the external and internal ones. In the 

case of internal persons there belong owners, managers or employees of a particular enterprise. 

The other group of is created from investors, banks, state institutions (Statistical office, Tax 

Office, Social Security Administration and many others), customers, suppliers, competitors or 

public (Králová, 200ř). 

1.6.3 Horizontal analysis 

Horizontal analysis compares one item on a financial statement with the same item on a 

previous period´s financial statement. In other words, it tracks the development of the items of 

the financial statements over time, assesses the stability and development in terms of 

proportionality in all items, the power of development. (Scholleova囲, 2012). Nevertheless, on 

one side, a horizontal analysis ratio does not provide any answer, but on the other side, 

horizontal analysis does motivate managers to investigate why changes have occurred 

(Gilbertson, Lehman. Mark W and Ross, 2016).  
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1.6.4 Vertical analysis 

It represents a percentage analysis of the basic financial statements. The aim of vertical analysis 

is to find out how the individual parts contributes on for instance the total balance sheet and to 

the time finding in the setting of the property and financial portfolio. By using vertical analysis 

is possible to make a picture about a company what is the situation with financial funds or what 

is share of liabilities in total capital etc. It is recommended to compare the company with others 

in the same industry or in general with industry averages. Moreover, this analysis may help to 

create a picture if in the company there are not too many of long-term current assets (Ru斎 c菜 kova囲, 

2011). It may be used with the Income Statement, Retained Earnings Statement, Balance Sheet, 

or the Statement of Cash flows. 

Both above mentioned analysis may be used with interim reports as well as with reports of the 

results of operating segments and moreover, they are also used with ratio analysis (Nikolai, 

Bazley and Jones, 2010). 

1.6.5 Kralicek Quick Test 

In order to survive and be successful in trade, each economic unit must have awareness about 

their financial situation and further be able to consider immediately the potential bankruptcy 

risk. For this reason, is used one of the most well-known models that evaluates the overall 

financial situation of a company and which was developed by Králíček in 1řř0s. It is a method 

that offers quick and correct valuation of paying disability, but to get a conclusion related to 

financial state of an economic unit, it is necessary to have available some indicators taken from 

the Balance Sheet and the Profit and Loss Statement. It consists of four factors, whose indicators 

must not be subject to interference and on the other side must represent the potential of the 

business (Polo and Caca, 2014). Two of the factors are indicators of financial stability and 

another two factors are indicators of efficiency. This test is based on given a certain number of 

points on the value of estimated indicator, as shows the Table 3. In all cases, it shows the weak 

sides of economic unit and moreover the indicator groups that negatively affect the paying 

ability. The first indicator R1 is Shareholder equity ratio showing the capital strength of the 

business and also whether there are many debts either in monetary units or in a percentage of 

total assets. The second stability indicator R2 focuses on Indebtedness. The efficiency 

indicators are R3, Financial efficiency, and R4, ROA (Sedla囲c菜 ek, 2009). 
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Indicators 
1       

excellent 

2              

very well 

3              

well 

4              

poor 

5     

dangerous 

R1             

Equity/Total Assets 
> 30% >20% >10 % > 0% negative 

R2                           

Debt Settlement 

Period from Cash 

flow 

< 3 years < 5 years < 12 years < 30 years > 30 years 

Financial Stability 
Arithmetic mean of total assets and Debt Settlement Period from 

Cash Flow 

R3                

Operating Cash 

Flow/Sales 

> 10% > 8% > 5% > 0% negative 

R4               

EBIT/Total Assets 
> 15% > 12% > 8% > 0% negative 

Profit Situation Arithmetic mean of Operating Cash Flow and ROA 

Total Grading Arithmetic mean of all four indicators 

Table 3: Kralicek´s Quick Test Estimates source: (Polo and Caca, 2014, p. 149) 

 

1.6.6 The McKinsey 7S Framework 

The framework was developed by the consultancy firm McKinsey as an organisational 

diagnosis tool in 1970s. The main aim of this tool is to help managers to review the internal 

effectiveness and can be useful especially when they are deciding on a change in 

strategy/approach that want to implement. It is shown schematically in the form of an atom and 

all the elements of the model are obviously interlinked the same as all elements in a business 

are linked. In other words, when one of them is changed, all of the them need to be changed as 

well. Thus, managers should take into account all seven factors, because then the chain of 

reaction will start and other factors will fail despite that each factor has different meaning and 

importance, which are changing in time and it is impossible to determine how they will be 

develop in the future. For this reason, it is necessary to examine them individually (Burke, 

2017). 
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The factors are categorized as either “hard” ĚStrategy, Structure and Systemě or “soft” ĚShared 

Values, Skills, Style and Staff) elements. The group of hard elements is easier to define and 

management can directly influence them. On the other hand, soft elements can be more difficult 

to describe and are more influenced by culture. Nevertheless, both groups are important if the 

organization is going to be successful (The Mind Tools Editorial Team, 2015). 

1.6.6.1 Strategy 

Strategy could be defined as a way or plan, which a company chooses to reach a defined goal. 

In other words, to understand company´s strategy, it is important to know its vision, mission, 

strategic goals, scope of activity as well as basis of competitive advantage and recent strategic 

actions. Thus, in other words, how the company achieves its visions and strategies and in doing 

so, how responds to the threats and opportunities associated with doing business in the 

particular industry (Mallya, 2007). 

Figure 5: The 7S framework model source: (Fleisher and Bensoussan, 2015, p. 371) 
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1.6.6.2 Structure 

Structure is understood as functional content of organizational division (superiority, 

subordination, relationships of business units, expertise, control mechanisms and information 

sharing). Thus, the way the organization is structured and who reports to whom (Mallya, 2007). 

1.6.6.3 System 

Systems are so called formal and informal procedures that ensure the day-to-day activities of 

the company. There belong daily activities and procedures that staff members engage to get the 

job done as for instance managerial information systems, communication systems, innovation 

and allocation systems etc. (Mallya, 2007). 

1.6.6.4 Staff 

Staff means the employees and their general capabilities, level of development, functions, 

relationships between individuals, trainings, motivation, behaviour towards the company etc. It 

is important to differentiate their qualification (Mallya, 2007). 

1.6.6.5 Style 

Style is mainly the style of leadership adopted. Basically, the way how the management 

approaches to managing and resolving problems. However, it should be realized that in many 

organizations there is a significant difference between the formal and the informal aspects of 

management, which means that there is something written and something else is actually doing 

(Mallya, 2007). 

1.6.6.6 Skills 

Skills represent the actual skills and competencies of the employees working for the company. 

Under this point is hidden professional knowledge as well as ability to manage the company. 

Notwithstanding that, it is not only sum of qualification of individual employees, but synergistic 

effects should be also taken into account (Mallya, 2007). 

1.6.6.7 Shared Values 

Shared Values were called as “superordinate goals” after their first development. At the same 

time, the display basic experiences, principles and ideas that are respected by employees. 

Creating of these values is directly related to the company´s own vision and is a key factor in 
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creating other values. The main goal for everyone, either within the company or out of the 

company, to know what the company wants to achieve (Mallya, 2007).  

 

1.6.7  SWOT analysis  

SWOT analysis is not in its essence an analysis, but it just summarizes results of all other 

business analyses performed. More specifically, it is a multidimensional tool for strategic 

analysis providing a framework for focusing on strengths, to minimise weaknesses and to take 

greatest possible advantage of opportunities available. The function of SWOT analysis could 

be divided into two groups. Firstly, it determines an enterprise´s internal factors Ěstrengths and 

weaknesses) and its external factors connected with its environment (opportunities and threats). 

Secondly, it allows enterprises to prioritize factors in terms of expected impact, such factors 

can be either positive (strengths and opportunities) or negative (weaknesses and threats). 

Consequently, these functions further help in the process of strategic planning. Nevertheless, 

SWOT analysis also examines the current situation of an enterprise at a given time and 

furthermore, it analyses the structure, keeping in mind future perspectives (Seth, 2015). 
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Figure 6: SWOT analysis source: (Seth, 2015) 
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Internal factors consist of strengths and weaknesses, which means the resources and experience 

available to the business. Thus, more specifically strengths mean facts that bring benefits to 

both – customers as well as business – and they are part of competitive advantage. On the other 

side, weaknesses are those things, which are not done well by the company or competitors do 

them better. Notwithstanding, typical areas of internal factors include: 

• Financial resources (founding, investment opportunities) 

• Physical resources (location, equipment) 

• Human resources (employees, volunteers) 

• Access to natural resources, patents, trademarks and copyrights 

• Current processes (software systems, employee programs) (Fallon, 2017). 

External factors consist of opportunities and threats, thus forces that influence and affect every 

company as well as individual. In terms of opportunities, there are recorded those things that 

can increase demand of better satisfy customers and bring success to the company. In contrary 

with opportunities, threats represent trends or events that can reduce demand or cause customer 

dissatisfaction. As a result of this, external factors cannot be controlled and it is important to 

take note of each of them. For instance: 

• Market trends (new products and technology) 

• Economic trends (local, national and international financial trends) 

• Funding (donations, legislature) 

• Demographics 

• Relationships with suppliers and partners 

• Political, environmental and economic regulations (Fallon, 2017). 

The process of implementation SWOT analysis is usually following: 

1) Identification and prediction of main changes in the company´s environment. Special 

attention should be paid to the momentum of change as well as to the key factors of 

success. 

2) Identification of company´s strengths, weaknesses and specific advantages by using the 

conclusions of the individual parts of the analysis. 
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3) To assess the mutual relationships between the strengths and weaknesses on the one 

hand and the major changes in the environment of the enterprise on the other hand 

(Sedla囲c菜 kova囲 and Buchta, 2006). 

 

1.6.8 TOWS analysis 

The SWOT analysis is often criticised for its subjectivity and no demonstration of the 

relationships between the different factors and categories. 

For that purpose, it is after that completed by a TOWS analysis that involves the identification 

of an organisation’s threats, opportunities, weaknesses and strengths. It matches internal factors 

to external ones to help identify relevant strategic options that an organisation could follow.  

Thus, this strategic planning tool and help to take strategic planning one step further as well as 

can add real value to an organisation (Oxford College of Marketing Ltd, 2016).  

 

 
External Opportunities 

(O) 

1. 

2. 

3. 

External Threats           

(T) 

1. 

2. 

3. 

Internal Strengths     

(S) 

1. 

2. 

3.  

SO                                       

"Maxi-Maxi" Strategy   

Strategies that use 

strengths to maximise 

opportunities 

ST                                       

"Maxi-Mini" Strategy 

Strategies that use 

strengths to minimise 

threats 

Internal Weaknesses 

(W) 

1. 

2. 

3. 

WO                                    

"Mini-Maxi" Strategy 

Strategies that minimise 

weaknesses by taking 

advantage of 

opportunities 

WT                                     

"Mini-Mini" Strategy 

Strategies that minimise 

weaknesses and avoid 

threats 

Table 4: Example of TOWS matrix. Source: (Oxford College of Marketing Ltd, 2016) 
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According to (Mind Tools Editorial Team, 2015), there need to be asked additional questions 

like:  

• Strengths and Opportunities (SO) – How can be used strengths to take advantage of the 

opportunities? 

• Strengths and Threats (ST) – How to take advantage of found strengths to avoid real 

and potential threats? 

• Weaknesses and Opportunities (WO) – How can the identified opportunities overcome 

the weaknesses the company is experiencing? 

• Weaknesses and Threats (WT) – How can be minimized weaknesses and avoid threats?  
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2 ANALYSIS OF THE CURRENT SITUATION 

2.1 The company introduction 

2.1.1 History of the company 

The enterprise was established by Dr. Ing. Vladimír Náplava in December 2003. The original 

name was CIMBRIA HEID ČR s.r.o. with its headquarter in Staré MEsto, near Uherské 

HradištE. The company was a part of a multinational holding called CIMBRIA HEID. 

Nevertheless, the original holding CIMBRIA HEID was created by a merger of two large 

manufactures of agricultural machines, the Danish manufacturer CIMBRIA and the Austrian 

manufacturer HEID. Notwithstanding that, HEID whose history is longer than 125 years and in 

general is one of the oldest companies producing post-harvest machines got into trouble a few 

years ago and was saved by CIMBRIA that bought it. 

However, at the end of 2012 the holding was sold and new owners created very strict rules for 

running of all companies coming under it. For this reason, CIMBRIA HEID ČR, s.r.o. did not 

want to follow this new policy created. For this reason, there occurred a complete independence 

of ownership and the enterprise was also renamed the from original CIMBRIA HEID ČR, s.r.o. 

to NAVZAS s.r.o. in summer 2013. 

The holding CIMBRIA HEID is represented in each country around the world and has at least 

one representative in a particular country. In the Czech Republic is next to NAVZAS s.r.o., 

which due to many years of experience in this sector got an exclusive representation of the 

holding for the whole Czech market, there is also a manufacturing company CIMBRIA HMD, 

s.r.o. that is still part of the holding. 

According to the European classification of enterprises is NAVZAS s.r.o. a micro enterprise, 

because it has fewer than 10 employees and balance sheet is below €2 million. 

 

 

 

Figure 7: Original logo of the company before 2013  Figure 8: Company´s current logo 
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2.1.2 Subject of the business 

The subject of the business is according to the classification of economic activities CZ-NACE: 

46610:  Wholesale of agricultural machinery, equipment and accessories 

G:   Wholesale and retail trade; repair and maintenance of motor vehicles 

25720:  Manufacture of locks and hinges 

289:   Manufacture of another special-purpose machinery 

38:   Collection and disposal of waste, treatment of waste for further use 

4120:   Construction of residential and non-residential buildings 

69200:  Accounting and auditing activities; tax consultancy 

711:   Architectural and engineering activities and related technical consultancy 

7120:   Technical testing and analysing 

74:   Other professional, scientific and technical activities 

74300:  Translation and interpreting activities 

 

In spite of it, the biggest attention is paid on projection, sales, assembly and servicing of 

machines for post-harvest grain processing. The customers of the enterprise are not only large 

agricultural cooperatives, agricultural holdings, supply and redemption companies, but private; 

small farmers, too. To all of them are provided two kinds of services either reconstructions of 

their existing post-harvest lines or building a new; complex post-harvest lines. Furthermore, 

when are built new post-harvest lines another companies, whose offering associated activities 

inherently linked with constructions, are included. Thus, it is necessary to cooperate with 

companies providing for instance creation of 3D design of a construction project, assembly 

including automation and electrical installation, elaboration of drawing documentation, to those 

who provide training for operators and many others. 
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2.1.3 Portfolio of company´s activities and products 

The company´s activities can be divided as following: 

• Post-harvest treatment, processing and storage of agriculture products 

• Reconstruction of existing post-harvest lines 

• The renewal of machinery and equipment for the construction of new post-harvest lines 

• Building of complex post-harvest lines turnkey 

The product portfolio includes of eight different post-harvest processing areas including several 

machines and devices that can be differently combined in the technology line: 

• Receiving and dispatch 

• Pre-cleaning and cleaning 

• Sorting  

• Pickling 

• Transport 

• Storage 

• Aspiration and air-conditioning 

• Drying 
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2.1.4 Company´s organizational structure 

In the company is used one of the basic organizational arrangements, so called linear 

organizational structure. In other words, it means that each superior has clearly assigned 

subordinates and vice versa. Thus, the position and relations of superiority are oriented 

vertically. 

 

 

 

 

 

 

 

 

 

 

 

Despite the fact that the Czech agriculture market is relatively small and number of competitors 

is high, the company has already been able to implement more than 300 new machines and 

technology lines. Moreover, there are still high number of potential customers who are entering 

this market or at least need to service already bought machines. 
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Figure 9: Organizational structure 
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Figure 10: Map of places where have already been machines sold by NAVZAS s.r.o. source: (NAVZAS s.r.o., 2017) 

 

2.2  External analysis of the company 

2.2.1 PESTLE analysis 

This chapter focuses on company´s environment and mainly external factors, namely political 

and legal, economic, social, technological and environmental, which create particular 

opportunities and threats for NAVZAS s.r.o. in Czech post-harvest machinery market. 

2.2.1.1 Political 

Political factors are strong factors that play an important role in our conditions. Moreover, 

political groupings as such influence not only state subsidy policy, but also the area of 

negotiation about additional subsidies from, for example, the European CAP programme or 

about tax relief. As an example of political interference could serve “Strategy 2030 from 

Ministry of Agriculture” that focuses on investment support so that farmers could create 

products with added value and do not create and export so many basic commodities, such as 

grains or oil crops ĚMinisterstvo zemEdElství, 2016ě. Nevertheless, the political situation in the 

Czech Republic is based on parliament democracy and free competitions of political parties. 

There are two main directions as a distribution of political parties, the left-oriented and right-

oriented parties. The left oriented political parties focus on social support, redistribution of 

subsidies or development of infrastructure. The other group, the right oriented political parties, 

prefers rather as small interface of state to domestic economy as possible and promote low tax 

policy. In spite of the fact that the current trend, also in Europe, emphasizes and supports the 

national capitalism, the current Czech political situation seems to be stable at least from the 

beginning of 2014 when new Prime Minister (Bohuslav Sobotka) was appointed. The 

government is mainly left oriented and has abandoned the previous Eurosceptic orientation. 
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There have already been adopted numerous laws, as for instance the Investment Incentives Act, 

which reduces land-clearing payments from the agricultural land fund. On the other hand, in 

the legal system is still missing transparency, there is frequent amendments of relevant laws 

which among others harms the business environment or legal certainty (BTI, 2017). This year 

the Czech government has decided to support (the whole) agriculture in a form of discounted 

“Green diesel” with focus on increasing competitiveness. For the green diesel purchased can 

farmers get back between 40 and 90 percent from the Excise Tax. In other words, it means that 

whoever consumes fuel in the agriculture business can apply for a refund of part of the excise 

tax according to § 57 par. Ř of the Act No. 353/2003 Coll., on excise taxes ĚČTK, 2016). 

The Czech agriculture is going through a “turning point” since the accession to the European 

Union in 2004. On one side, it is exposed to a free European market and increased competition 

from all the EU Member States, but on the other side, it has a right to generous subsidies, which 

between 2012 and 2014 were in average around 38 billion CZK per year (Erste Grantika 

Advisory, a.s., 2016). 

According to the Czech Statistical Office is in the Czech as well as in the Union agriculture a 

significant trend over the last decade - there is a serious decline in the number of agricultural 

subjects and in contrast to it there is an increase in their average area ĚMácová, 2014). On the 

other hand, despite the number of processing companies has radically decreased, the number of 

control bodies remained the same, even the number of inspectors in the interest of consumer 

protection increased ĚPetUík, 2017ě. 

Nevertheless, agri-food sector is still one of the biggest economic sectors in the EU. To help 

farmers with income support and market measures was set up the Common Agricultural Policy 

(CAP) in 1962.  Since that time, it has been conceived as a common policy, with the objectives 

to increase productivity in agriculture, stabilize markets, ensure a reasonable price for 

consumers and ensure a fair standard of living for the “agriculture population”. The last 

objective has been actual since 1992, when CAP was reformed and shifted from market support 

to producer support to strengthen the competitiveness of the sector (European Commission, 

2017). In relation to the CAP programme should be mentioned that it is the most expensive 

scheme in the EU, because it is accounting for more than 40 percent of its annual budget and 

moreover, it is also one of the most controversial ones (BBC News, 2013). One of the main 

reasons, is the fact that farmers from the 15 older EU member states benefit much more from 
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the CAP than the newer members, which is seen as part of an unfair trade system rigged in 

favour of the richer countries (BBC News, 2013). Furthermore, there has appeared a problem 

connected to the European Union´s sanctions against Russia together with the end of some EU 

quotas on production. The effect of both decisions has a negative influence on the current 

situation in the European Union, because there have been massive food surpluses that do not 

have home sales. Thus, those producers and farmers who want to be still competitive have to 

decrease the price as low as possible. For this reason, the Member State governments have 

created their own co-finance grants programs that increase competitiveness and allow their 

farmers to sell even at the cost of dumping. The Czech government increased this co-finance 

from 15 to 25 percent in 2015, but in comparison to other countries, like Austrian´s 50 percent 

of co-financing, it is still not enough ĚKütner, 2015ě. Thus, in spite of CAP subsidies support 

competitiveness within EU single market, it cannot be considered as a key factor of success.  

The political factors neutrally influence, because on one hand there is a significant support of 

agriculture from the Czech government as well as from the European Union, but on the other 

hand the conditions negotiated by the Czech side weaken local producers and their products 

even on the Czech market. Thus, the need of agriculture producers´ to decrease prices as much 

as possible to stay competitive can be marked as very important negative aspect mainly for 

micro enterprises. 

 

2.2.1.2 Economic 

The Czech economy is growing above expectations and the Czech currency strengthens. One 

of the reasons is growing GDP driven mainly by foreign demand and supported by growing 

consumption of households that goes hand in hand with still decreasing unemployment and 

increasing wages. As shows the Graph 1 below, compared to last year ´s quarter, GDP rose in 

this quarter about 1.3 percent ĚKučera, 2017). Simultaneously, with decreasing unemployment 

rate is more difficult and expensive to attract potentially new employees. Furthermore, the 

current employees have to be paid more to keep them in the company. 
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Graph 1: Czech Republic GDP annual growth rate source: (TRADINGECONOMICS.COM, 2017) 

 

 

Graph 2: Czech Republic unemployment rate source: (TRADINGECONOMICS.COM, 2017) 

 

Another part of economic factors is the average wage. The same as in many other sectors, in 

agriculture it is difficult to clearly determine the average wage, because there is still a huge 

difference in salaries between executives and workers. Nevertheless, in 2014 the average wage 

in agriculture, including forestry and fishing, was CZK 21,117, which is different to the average 

wage in the Czech Republic which was for that year estimated on CZK 25,128. However, for 

smaller farmers it is mostly difficult to achieve at least the average wage in their sector ĚČTK, 

2016). 

CZK/time 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 

CZK/month 8000 8000 8000 8000 8000 8000 8500 8500 9200 9900 11000 

CZK/hour 48,1 48,1 48,1 48,1 48,1 48,1 50,6 50,6 55 58,7 66 

Table 5: The minimum wage in the Czech Republic source: (finance.cz, 2017) 
 

2005 2006 2007 2008 2009 2010 2011 2012 2013 

CZK 18344 19546 20957 22592 23344 23864 24455 25067 25035 

Table 6: Average gross monthly wage source: (finance.cz, 2017) 
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Notwithstanding that the most important player in the Czech agriculture sector is AGROFERT 

Group (with a mother company AGROFERT, a.s.) that includes more than 50 agriculture 

companies and collective farms. According to NEmec Ě2017ě, who made an analysis of average 

wages in AGROFERT´s agriculture companies for the magazine Ekonom, are the average 

wages mostly deeply under the national average, so for instance 23,800 CZK in 2016. 

In the Table 7, there are shown chosen job categories from agriculture and the differences in 

their wages. 

 

Job category CZ-ISCO Number of 

employees 

Gross wage 

- median 

Gross wage 

- top 10% 

Gross wage 

- average 

Drivers and operators of agricultural and forestry 

machinery 

15118 21,177 CZK 27,086 CZK 21,355 CZK 

Tractor drivers and operators of agriculture 

machinery 

13553 21,001 CZK 26,766 CZK 21,111 CZK 

Mechanics and repairers of agriculture and 

forestry machinery and equipment 

5609 20,530 CZK 28,912 CZK 21,781 CZK 

Mechanics and repairers of agriculture, industrial 

and other machinery and equipment 

34083 26,013 CZK 38,696 CZK 27,241 CZK 

Technicians in the field of agriculture, fisheries 

and water management 

8051 26,147 CZK 37,633 CZK 27,349 CZK 

Agronomists 2433 27,558 CZK 37,174 CZK 27,723 CZK 

Specialists in agriculture, forestry, fisheries and 

water management 

3161 30,540 CZK 43,760 CZK 33,423 CZK 

Executives in agriculture, forestry, fisheries and 

water management 

2812 36,874 CZK 63,623 CZK 42,062 CZK 

Executives in agriculture and horticulture 1247 29,779 CZK 47,652 CZK 33,434 CZK 

Directors in agriculture, forestry and water 

management 

256 51,837 CZK 96,087 CZK 61,547 CZK 

Table 7: Average wages in agrarian sector in 2016 source: (Eprehledy.cz, 2017) 

The company´s main and exclusive supplier is not from the Czech Republic, which means that 

the company has to pay its invoices in Euro, but from customers is paid by Czech crowns. 

Therefore, it can be affected by exchange differences that generate either exchange gain or loss. 

This situation occurs as a result of the closure in foreign currency contracts, where the rate on 

the day of creating of the contract may be different from the day of payment. 
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Graph 3: Exchange rate EUR/CZK from 10th May until 1st June 2017, axis “y” is value of CZK and axis “x” are days 

 source: (kurzycz, 2017) 

It should be also mentioned that the market is not influenced by end customers, but by an 

economic situation of a producer, who is or is not able to survive there. 

Such agriculture companies, who are company´s customers, could be divided according to their 

“style of farming”. The first group consists of large farms and agricultural holdings which can 

afford a non-ecological way of farming where seedlings are chemically treated (including 

fertilizers). This group of customers can afford large post-harvest lines, despite the market is 

partially saturated and the company has to meet their requirements. 

Another group of customers are so called “progressive farmers” who are willing to take risks 

and adapt to market requirements. One of such requirements and common EU model is in the 

rotation of three market crops – colza, wheat and maize. The main benefit of these three crops 

is in their profitability ĚSkoupá, 2015ě. For instance, cultivation of colza is profitable for its 

further use in production of biofuels. 

The last group are small farmers, sometimes called as “traditional farmers”, are those who are 

constantly under economic pressure and moreover, usually with lack of subsidies. For this 

reason, they are forced to natural farming that reduces costs as much as possible and maintain 

soil quality. Thus, they intuitively concentrate on organic production combining plant and 

animal production for which they have the highest possible chance to get a subsidy. To sum it 

up, in our country there is still lack of economic support for smaller farmers, in the sense of 

economic advisory. Towards to the customers, the analysed company must be competitive even 
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for those small customers, who become stronger with growing state economy. Moreover, 

although, there is less cultivation of traditional crops, the trend in life style-changes shows 

increasing interest in food quality mainly from local farmers ĚBrániková, 2014). 

The European agriculture subsidies improve the economic condition and profitability of Czech 

agricultural companies and holdings, which are due to them profitable since the Czech Republic 

joined the European Union in 2004. In contrast to this, the agriculture sector is due to subsidies 

more dependent on state aid than on market conditions (Erste Grantika Advisory, a.s., 2016). It 

is also confirmed by experts who point out that the dependence is increasing in the long run, 

which is not good ĚČTK, 2014). 

Both groups; producers of agriculture machines and agriculture products are influenced by EU 

legislation as well as by technological parameters and development. On the other side, these 

producers are in a position from which they can specify prices. 

 

Production of the agricultural sector 

Plant production 

Animal production 

 

 

 

In spite of the good condition of the Czech economy, the economic factors, in general, have 

negative impact.  Firstly, there has been uncertain situation on the exchange market since the 

end of Czech National Bank interventions at the beginning of April 2017. Moreover, for most 

of the companies in agrarian sector is unavoidable to increase the efficiency of production or 

marketing activities that start to be inevitable to succeed. Last but not least problem is in lower 

attractiveness of the sector, where is the average wage under the national average level. Thus, 

to attract and keep employees is with strengthening Czech economy more expensive.  

 

Graph 4:  Development of agriculture production during the years 2000 and 2016 (in billion CZK) source: (Kačerová, 2017) 
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2.2.1.3 Social 

It is important to analyse social factors, because they influence the demand for products as well 

as their offer. Customers are mostly smaller farmers or larger agriculture companies and 

holdings, which operate in agriculture sector. Furthermore, within this factor should be take 

into account the analysis of living standards, lifestyle, family structures, demographic changes 

and other factors, because it is also necessary to focus on potential employees. Thus, the 

population of the Czech Republic will be analysed. 

The current negative trend within the whole European Union is in aging of population, which 

in spite of the increasing productivity in agriculture sector together with a decreasing trend in 

number of employees is currently a problem number one. In 2015, in the agriculture sector there 

worked only 2.5% people from the total number of employees in the Czech Republic. 

Moreover, the group of employees “50+” represents 41.5% of all employees (Erste Grantika 

Advisory, a.s., 2016). In this connection, there should be mentioned that crop production is a 

subject to seasonality. Thus, seasonality in combination with increasing degree of 

mechanization and automation contributes to the decline of workers in this sector. Older 

employees are sometimes people who are already retired and are willing to make just extra 

money. Moreover, for agriculture crop producers, this group of employees may solve a problem 

with less work out of season. Notwithstanding that, in the case of machine operators it is 

required to find those who have secondary education, so higher than in other worker´s positions. 
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Figure 11:An overview of the numbers of graduates of secondary and higher schools in daytime study Source: (Národní 
ústav pro vzdElávání, 2017) 

The evolution of the number of graduates shows both a significant decrease in the number of 

people in the population and the influence of the leaving examination, whose new form 

significantly influence the number of graduates and their high unsuccessfulness that influence 

the number of graduates. More stable is the number of grammar school graduates and higher 

vocational education. 

Country 2000 2005 2011 2012 2013 2014 2015 

EU 28 - 123.5 97.6 97.2 96.1 94.4 92.5 

Euroarea 19 126.6 113.6 98.2 97.1 95.0 94.5 93.5 

Czech Republic 152.9 127.9 97.6 97.2 96.6 96.4 96.3 

Table 8: Total agricultural labour force input, index (2010=100) source: (Český statistický úUad, 2016) 

As shows the table above, the number of total agriculture labour force is decreasing, but the 

positive aspect is that Czech Republic is still above the European average. 

 

The analysed company is based in Zlín Region that is interesting for it’s the highest number of 

micro enterprises (including from 10 to 49 employees) in the national comparison, in numbers 

it represents 77.9% of all companies in the Region. In the case of agriculture, Zlín Region could 
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be divided into two districts. Firstly, districts around KromEUíž and Uherské HradištE where are 

traditionally focused more on plant production, while the second district close to Vsetín and 

Zlín is more focused on extensive livestock production. Moreover, in spite of the reduction of 

arable land, on half of the area of the region there still operates agriculture production ĚKrajský 

úUad Zlínského kraje, 2016ě.  

Another problem can be caused by lower attractiveness of agrarian sector as well as with all 

sectors connected with it. On the other hand, if people choose work in agriculture, often they 

do not have to travel to work into cities, because most of the agriculture companies are in 

villages or towns. However, demographical trend is that if required education increases, it is 

more difficult to hire suitable workers and employees in these areas. Higher education goes 

hand in hand with higher requirements on salary in the case that there is less of workforce on 

the market. It can be connected to age composition of the population. In general, the Czech 

rural areas have to face unemployment problem which is accompanied by migration of the 

qualified labour force to cities.  

 

Year Average Population Marriages Divorces Live 

births 

Deaths Natural increase 

2006 10,266,646 52,860 31,415 106,130 104,441 1,390 

2007 10,322,689 57,157 31,129 114,947 104,636 9,996 

2008 10,429,692 52,457 31,300 119,842 104,948 14,622 

2009 10,491,492 47,862 29,133 118,667 107,421 10,927 

2010 10,517,247 46,746 30,783 117,446 106,844 10,309 

2011 10,496,672 45,137 28,113 108,990 106,848 1,825 

2012 10,509,286 45,206 26,402 108,955 108,189 387 

2013 10,512,419 43,499 27,895 106,751 109,160 -3,706 

2014 10,538,275 45,575 26,764 109,860 105,665 25,858 

2015 10,542,942 48,191 26,083 110,764 111,173 -409 

2016 10,565,284 50,768 24,996 112,663 107,750 4,913 

Table 9: Population development source: (Český statistický úUad, 2017) 

In the Table 9, there is clearly shown the trend of last ten years in basic information about Czech 

population, namely average population, marriages, divorces, live births, deaths, natural 

increase. The positive factor is in comparison between live births and deaths, that shows even 

though it is very small difference, there are more live births than deaths. On the other hand, this 

factor can be influenced by the fact that there is also increasing number of average population.  
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The overall structure of agricultural production is changing, which means especially 

composition and concept of the farmer. Large holdings use the post-harvest machines also 

during the winter period. One of the reasons is that holdings are not able to clean and grade the 

whole crop immediately after harvest. Thus, it is stored and most of the work on machines is 

done mainly during the winter time. In the case of smaller farmers, they care more about the 

land because they know that if it is devastated, its fertility decreases. Nevertheless, despite the 

fact that usually their production is much smaller in comparison with above mentioned large 

agriculture holdings, they often get a contract to clean the crop right for bigger players on the 

market in their “free” time. 

From the customer point of view, the “middle class” are those customers who mainly look for 

crops from organic production in shops offering healthy eating, for which they are willing to 

pay more. These group of people are common customers especially of smaller; traditional 

farmers, who pack the products as “traditional Czech product” ĚBačíková, 2013ě. Larger 

producers often sell their products to another companies (B2B) and for that reason produce 

crops and their quality according to customer´s requirements and needs. 

Although, numbers of Czech inhabitants, so potential customers are increasing, the already 

mentioned attractiveness of agrarian sector is decreasing together with lower number of 

students interested in this field of study or employees, whose average age is around 50 years. 

Furthermore, aging of population and migration of the qualified labour force to cities causes 

that for agriculture companies it becomes to be more complicated to hire qualified labour force. 

Thus, despite the trend of traditional products from local farmers is increased, the social factors 

in general have rather negative impact. Moreover, the company is based in Zlín Region that is 

typical for its dominance of micro enterprises (also in agrarian sector), whose maintaining of 

competitiveness is getting to be difficult. 

 

2.2.1.4 Technology 

Last two decades are connected with development of information technologies, digitalization 

as well as with miniaturization. All these things lead to more and more impeccable products 

with better quality in all areas, including post-harvest machines and products done by them. In 

the case of analysed company, it is important to follow the latest innovations, be able to flexibly 
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react on them and stay competitive. However, every new technology developed has to fulfil 

also the legal, environmental and economic requirements. 

Despite the fact that for the company is technological development important, it does not take 

part in research and development process and unfortunately is fully dependent on its supplier. 

Notwithstanding that, in Cimbria´s Italian labs was tested and developed the current novelty, 

now offered by the company to the Czech market too, called SEA CHROMEX. It is the most 

advanced vision-based sorter on the market, dedicated to the most challenging sorting 

applications. The principle is based on 50-year-old idea developing during the years mainly by 

three companies, namely SATAKE Group, SEA CHROMEX and Bühler AG, which have 

invested and still invest enormous amount of money into Research and Development of this 

technology. Nevertheless, the offered machine SEA CHROMEX utilizes top of the line Full-

Colour RGB cameras, with optical resolution of 0.06 mm and is able to determine and sort the 

smallest differences in colour or shade for processing systems. Furthermore, there are defect 

size control and shape-sizing that ensure the highest safety and purity of end-products. It can 

be applicable on grains, cereals, seeds, pulses, coffee, nuts as well as on plastics and metals. 

Among its advantages belong for instance features like cost-effective technology, machine 

adaptability to existing working plants and versatile and user-friendly technology with low 

maintenance required (Cimbria, 2014).  

Product packing in general is currently one of the most dynamically developing production 

areas. There is increased demand for automation of food processing and mainly packing lines. 

In spite of wide range of machines, systems and sensors in this area are already offered on the 

Czech market, there is still potential further development towards recycling of packing, to be 

transparent and re-closable also for larger packages ĚVojáček, 2012ě. 

Technology factors are primarily positive, because they push companies to invest more into 

innovations. Thus, for companies who want to be competitive against often more advanced 

Western European countries it is essential to keep track of the technology novelties and try to 

constantly innovate technology (machines) as well as working procedures. Furthermore, 

manufacturing companies are pushed to invest money into Research and Development and then 

offer the highest possible quality to customers to more areas. 
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2.2.1.5 Legal 

Similar to the political factors are legal factors also strong, because they affect every 

entrepreneur almost at every step. For instance, any company has to sell products that meet all 

ecological requirements and laws from transporting of machines along the road, using bio fuels 

and ending with their service or liquidation. The application of these rules has further a 

significant impact on business economy. 

The most important legal rules are connected with fulfilment of the obligations arising from the 

membership of the European Union. There are a large number of legal norms affecting business 

in the agriculture area. Hence, only the basic ones are listed. 

✓ Environmental Noise Directive (2002/49/EC), which sets the limitation of noise 

for certain types of equipment to reduce noise pollution and lower harmful 

effects on human health in the European Union.  

✓ Directive 2003/10/EC protects workers from risks to their health and safety 

arising or likely to arise from exposure to noise and in particular the risk to 

hearing. “The exposure limit values fixed at 87 decibels shall take account of the 

attenuation provided by the personal protective equipment carried by the 

workers. The exposure action value is fixed at 80 decibels (lower value) and 85 

decibels (upper value). (EU-OSHA, 2017ě” 

✓ Decree No. 240/2015 Coll. is based on European Council Directive 98/24/EC, 

whose main aim is to protect “the health and safety of workers from the risks 

related to chemical agents at work” ĚThe Council of the European Union, 1řřŘ, 

p.131/11).  It includes also dustiness on workplace. 

✓ To demonstrate that product meets the expectations of customers and other 

stakeholders are used International Standards, such as ISO certification, which 

is the world´s leading quality management standard (Certification Europe, 

2012). 

✓ CE marking, which is necessary part of products like machinery, electrical 

equipment, personal protective equipment and many others, proves a product 

has been assessed and meets EU safety, health and environment protection 

requirements. It is required and valid only for products that want to be sold in 
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the European Economic Area and that meet all EU specifications introduced 

(European Commission, 2017). 

✓ Directive 85/337/EC is a basis for Czech Act No. 100/2001 Coll., the Act on 

Environmental Impact Assessment (EIA), which “regulates, in accordance with 

the laws of the European Communities, the assessment of environmental impacts 

and impacts on public health and the procedures to be adhered to by individuals, 

legal entities, administrative authorities and self-governed territorial units 

(municipalities and regions) in the course of such assessments” (Ministry of the 

Environment of the Czech Republic, 2014). 

✓ Relatively new is VAT Control Statement that is valid after 1st January 2016 

(according to Articles 101c – 101i of Act no.: 235/2004 Coll., on VAT as 

amended, hereinafter “the VAT Act”ě. This obligatory tool is only for taxable 

persons registered for VAT in the Czech Republic and its aim is to detect and 

prevent tax evasion and fraud. In general, a new obligation to submit data, from 

particular tax documents which are already required to be recorded in the tax 

evidence by the VAT Act, arises. 

✓ In the case of agriculture support was by the European Union created Regulation 

(EU) No 1307/2013 which is the basis for probably one of the most substantial 

categories called “Direct Payments”. According to this regulation is provided a 

safety that acts as a buffer to farmer´s income stemming from sales on the 

markets and it is able to compensate for the low profitability of the sector. 

However, there are a few conditions that need to be respect each year in order to 

be eligible for Direct Payments: “comply with the so-called “minimum 

requirements”, be active farmers, have agricultural land at their disposal that 

is used for agricultural activity and etc. (European Commission, 2016)”. 

Legal factors have neutral impact on the company. In spite of the increasing number of legal 

norms and regulations (mainly after 2004 when the Czech Republic joined the European Union) 

together with increased costs on employees´ trainings (as for instance in the case of above 

mentioned VAT Control Statement), there are positive influences too. There is more attention 

paid on employees´ health and safety on their workplaces as well as legal norms and 

regulations avoids for example illegally withdrawing funds from the public budget and make 

the competition on the market fairer. 
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2.2.1.6 Environmental 

Environmental factors have a great influence, but at the same time are very contradictory. On 

one hand, there is an EU model that is based on changing only three crops on fields which leads 

to constantly increasing need to use artificial fertilizers and irrigation of crops, because the man 

nutrients are pumped out and land is devastated and pervious. The care about agriculture land 

becomes even more expensive, because of the harvest residues of field that used to be brought 

for animals and then in a form of manure back on fields, but nowadays these harvest residues 

are sold to incinerators ĚSkoupá, 2015ě. Thus, despite this production is supported by the 

European subsidies, it is expensive and hostile to environment at the end. Furthermore, it causes 

excessive use of water, which generally wanes. Moreover, the Czech agriculture as such has a 

character of large-scale production with relatively low degree of diversification. Therefore, it 

all together causes a negative impact on the Czech environment in a form of greater sensitivity 

of the industry on changes of market conditions (Erste Grantika Advisory, a.s., 2016). 

The other side of this problematic is that agriculture as one of the sectors that is required to 

contribute the EU´s climate and energy agenda by reducing GHG emissions, improving energy 

efficiency, increasing biomass and renewable energy production and moreover protecting and 

sequestering carbon in soils. A resource-efficient Europe, which belongs under the Europe 2020 

strategy put pressure on agriculture to manage scare resources more effectively and increase 

resource efficiency in agriculture. Although, there has been progress in limiting agriculture´s 

negative impacts on the environment as well as encouraging more environmentally-friendly 

agriculture practices, we are not yet in a sustainable position. However, for farmers it also 

means that they have to follow a number of “agricultural practices beneficial for the climate 

and the environment”. It includes among others for instance crop diversification and the 

maintenance of existing areas of permanent grassland at farm level (Matthews, 2013). 

Nevertheless, the European subsidies unfortunately do not save all the farmers. The current 

climate in a form of frost and drought combined with overproduction have cost losses in amount 

of more than a few billions (not only) in the Czech agriculture. The weather has become a 

climate which is beginning to pose a real risk to producers ĚBrož, 2016ě. 

On the other hand, it has been a decade when hectares of fertile land started to be occupied by 

increased number of solar panels. They are usually installed on the best land and in addition in 

industrial zones have not been brought after that any new job positions ĚHányš, 2012ě. Another 
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decline in the share of agricultural land in the Czech Republic is related with the extension of 

forests, which are planted also on places where is farming impossible. For instance, sites 

threatened by erosion or flood areas. However, large losses of land are intended for building of 

industrial areas or family houses ĚNovotný, 2017ě. 

To sum it up, there is a significant pressure on crop producers to be market-oriented and profit 

maximizing that sometimes lead to overproduction. They often produce those crops for which 

they have the highest opportunity to get a subsidy and ecological; organic farming is then done 

primarily by smaller farmers. Unfortunately, it leads to serious negative impacts on 

environment as well as on the rural communities that are affected by changing farm structures. 

The negative influence of environmental factors is mainly about making the agriculture 

production and activity more and more expensive. The CAP programme in its post-2013 

promotes sustainable management of natural resources and climate action. Another problem 

is in decreasing area that can be usable for farming due to ecological focus areas (EFAs), areas 

used for renewable; solar energy or areas sold for building houses. Moreover, the economic 

performance of agriculture business highly depends on climate conditions as well as on efficient 

factors of production´s utilisation, which can be together understood as the entrepreneurial 

risk. 
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2.2.2 Porter five forces analysis 

Force Position of NAVZAS s.r.o. and the industry 

Intra-industry rivalry high 

Bargaining power of suppliers low 

Bargaining power of customers high 

Threat of new entrants moderate 

Threat of substitute products low 

Table 10: Overview of results from Porter five forces analysis 

 

2.2.2.1 Bargaining power of customers 

The company sells its products mainly to three groups of customers – agriculture enterprises 

(for example FYTO s.ro. HuštEnovice or Ing. Žert Pečky u Prahy), seedling enterprises (as for 

example OSEVA Bzenec a.s. or ELITA Brno ModUice) and agriculture buyout companies (as 

for example ZZN PelhUimov or ZZN Kolín). The number of customers is high in the Czech 

Republic and each of them is different, expecting very individual approach that is often 

important for wining of a contract. Furthermore, the company is flexible in their offer of 

individual machines as well as complete projects, where the number of machines is between 

five to twenty. However, this number is influenced by each customer needs and important 

factors which must be taken into account are required standards on quality or amount (per hour) 

that need to be done by the machines. The potential weakness of the company is in delivery 

time. Insomuch as the company has a role of the intermediate between producer and customer, 

all machines and components need to be ordered. Thus, if they are not prepared in a warehouse, 

the delivery time can be longer.  

Customers of the company buy relatively expensive machines, but also with higher quality and 

high brand identification. Moreover, customers can use the EU grant programs, which are 

beneficial for both sides. Thus, a customer gets money from the EU grants and on the other 

side, the company has the assurance that the customer pays. Unfortunately, the Czech customer 

can be in general characterised as very not-disciplined in payment matters. To sum it up, Pareto 

principle does not apply here for more smaller customers, whose bargaining power is high, 

because they can choose from more companies that offer similar machines. 
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2.2.2.2 Bargaining power of suppliers 

The company has an exclusive agreement with Cimbria Heid GmbH for longer than 25 years. 

This above-standard relationship means that the Czech company represents and sells only 

machines that are supplied from the producer (Cimbria Heid GmbH). The representation is 

applied also on different sectors like food industry or recycling industry, where can be these 

machines used too. Moreover, Cimbria Heid GmbH supplies the company promotional 

materials including magazines, price lists, materials about changes and improvements on 

machines and last but not least is a regular invitation to the conferences and trainings. Thus, 

Pareto principle does not again apply here, because there is mainly one supplier. However, as 

has been already mentioned above, the company cooperates with other companies whose offed 

activities that are inherently linked with constructions. This cooperation is not bound with an 

agreement, but it is based on good relationships from long-term successful shared experience. 

Hence, electrical work is usually covered by Ivan Odstrčil, construction works and small parts 

like for instance stairs or plateaus under machines are provided by Strojírna PŽ s.r.o. and finally 

locksmith work is done by Zámečnictví Svatoš s.r.o. Finally, should be mentioned that the 

company starts to offer products from more companies, which are usually additional parts of 

the Cimbria´s machines that are definitely the main products offered.  

2.2.2.3 Threat of substitute products 

On the Czech market is a high number of similar machines based on the same principle, because 

all major world companies are represented here. However, any substitute has not been 

developed yet. Another companies in this sector offer products that differ primarily in prices, 

additional services, assembly of machines or availability of spare parts. Despite the fact that 

Chinese producers are trying to create substitutes, they always make just a cheaper copy of 

current machines for which they later look for sale representatives, among others, in the Czech 

Republic. Hence, due to the characteristic of the sector the possibility of substitute is very low 

and currently there does not exist any “classical” substitute. Overall, the threat of substitutes is 

low. 

2.2.2.4 Threat of new entrants 

Enter to the market with post-harvest machines can relatively difficult, because there is 

necessary to have both – capital as well as knowledge. The Czech market is dominated by a 

small number of large players, which means that enter as a direct competitor to represents of 
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mostly international companies would require considerable capital outlay not only for 

promotion. Large market players follow all the regulations, so no significant patents and 

licenses are necessary. Moreover, these players have also established strong brand names that 

are recognized globally. A significant advantage of the company is that it has been on the 

market for several years, have a stable position and many loyal customers. On the other hand, 

it is difficult and mainly costly to keep it due to the increasing competition in this field of post-

harvest processing. It requires participation in fairs, presentation in for instance agriculture 

magazines and contribute there by specialized articles. Last but not least are necessary 

presentations at various professional conferences. 

On the other hand, if there is created an agreement with a supplier where are defined conditions 

for supplying goods by using the method just-in-time, there are not needed any warehouses and 

the whole process of selling machines would become to be faster and easier. For this reason, 

the threat of new entrants is moderate. 

 

2.2.2.5 Intra-industry rivalry 

The competitive rivalry within an industry is becoming more and more aggressive and intense. 

There dominate small number of large players who are willing to do everything to get a contract 

from customers. The trend of last decade is to use dumping to win a contract. There are also 

several other important factors, such as economic conditions of end-users or seasonality that 

influence the number of customers. 

As one of the most important competitors are considered SIAGRA s. r. o., which represents on 

Czech market French or Hungarian companies and the same as the analysed company it is only 

distributors of machines, moreover with similar range of goods (Siagra s.r.o., 2012). Another 

important competitor is JK Machinery s.r.o., whose products are identical products with defunct 

company Gama Pardubice s.r.o. TMS. Although they have their own production of some 

machines, their target group is different - mainly customers requiring cheaper prices and the 

consequent lower quality is not a problem for them (JK Machinery, s.r.o., 2014). The last and 

the most important competitor is for the analysed company PAWLICA s. r. o., which is on the 

market the longest time and due to it knew the market earlier and subsequently was able to get 

the largest orders. In the case of storage of the harvest, PAWLICA s.r.o. is currently one of the 

most significant and biggest companies on the Czech market (Pawlica s.r.o., 2015).  
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In any case, NAVZAS s.r.o. specializes on seed cleaning, sorting and treatment, so for instance 

in the Czech Republic is one third of poppy production is processed on its machines. 

 

2.3  Internal analysis of the company 

2.3.1 The McKinsey 7S Framework 

Overview 7-S McKinsey 

Strategy Market penetration with emphasis on service 

Structure Simple - linear structure 

Systems Few formal systems mainly concerned with customer support and order 

processing. There are no or few strategic planning, personnel management 

and new business generation systems. 

Skills Few specialized skills, but most of work undertaken by the owner (manager). 

Staff There are only few employees that are needed for smooth running of the 

company. They are get regular benefits as for instance, mobile phones, 

laptops, modern working environment. Moreover, if the business grows they 

get extra money every month. 

Style Autocratic 

Shared Values Teamwork and trust each other 

Table 11: Short overview of current situation in the company according to 7S Framework 

2.3.1.1 Strategy 

The company´s strategy could be characterized according to Ansoff Matrix as a market 

penetration strategy. In other words, it focuses on selling existing products or services into 

existing markets to gain a higher market share. This strategy is often the first strategy of most 

organizations, because it carries the lowest amount of risk. 

One of the important strategical aims of the company is to create and maintain good business 

relationships with customers as well as with suppliers. These relationships are built on the basis 

of mutual trust and on basis of satisfaction of customers´ needs on the highest possible level. 

Customer satisfaction is often monitored and evaluated. Thus, the basic company´s policy is 

first class quality of all offered machines and equipment and service provided directly by the 

company, which is not that common in this sector. All of these should result in maximal 

satisfaction of customers and making good name on the market. In the case of providing to 

customers the highest quality of machines and equipment, the company has for instance ISO 

certification and tries to extend the range of offed goods and their parts (equipment) as well as 

number of verified suppliers. 
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However, the most important point of the company´s strategy is service, repairs and supplies of 

spare parts. For this purpose, the company has perfect records about all machines sold, 

customers, so the employees are able to accurately traced back what machine was sold, what 

and when has already been repaired or serviced. Moreover, the company guarantee that during 

the first two years, when machines are under warranty, they are able to repair them within 24 

or 72 hours depending on availability of spare parts in warehouses either in the company´s one 

or in supplier´s warehouses in Austria. There has already Ěnot just onceě happened that 

company´s employees travelled to Austria to accelerate the repair. 

2.3.1.2 Structure 

The structure of the company has already been introduced during company´s description at the 

beginning of analytical part. The linear organizational structure puts the owner of the company 

in position of the head of the company, which among others means that relations of superiority 

are oriented vertically. Each of the employees “represents their departments” and have more 

roles, as for example the accountant is responsible also for controlling and in general for all the 

administrative work including communication with banks or state institutions or such 

warehouseman is responsible for both warehouse status as well as for logistics etc. One of the 

main problems in the company is seen in the fact that the structure is built on one person (the 

owner) who manages all employees. Unfortunately, it sometimes does not ensure that work 

flow smoothly from one process to the next one, because every time when an important decision 

needs to be done, it is waited for the decision of the owner. Thus, despite the company does not 

grow so fast (except 2014 when there was a significant increase in amount of work), the 

company has every year more and more work and the owner is not able to deal with every 

problem and at the same time is not able to delegate some managerial tasks to trusted 

employees.  

Notwithstanding that, the company cooperates with external companies too. Although these 

companies are not part of the internal structure, they are necessary in the process of completion 

of each company´s order. The cooperation is based on many years of good relationships, but is 

also organized by the owner. 

2.3.1.3 System 

The company has its own information system that includes among others a system with order 

tracking. It means that every order has its special “card” that consists of photo documentation, 
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drawing documentation, contacts, relationships etc. Thus, when something happens, every 

employee is able to easy find all necessary information in this clear system. 

2.3.1.4 Staff 

Employees are considered as an essential element in the operation of the company and its 

success. They are also a decisive factor which fundamentally affects remaining areas ĚPetUík, 

2005). As a consequence, there are hired employees with professional qualification and 

education. On the other side, for the company it is important to employ those people who will 

fit into the already established team, which is specific for its average young age.  

The company pays attention on their qualification in a form of regular trainings to develop their 

skills, as for instance training of welders, drivers, forklift truck drivers etc. Moreover, two of 

the employees got the opportunity to study at the university and thus broaden the education in 

the field of business. Furthermore, another motivational aspect is that each of the employees 

gets regular personal evaluation in a form of extra money. 

However, because the service workers are 95% of their time out of the company and put 

machines into operation, for that reason in all company´s cars there are GPS systems that control 

their time worked. Employees are acquainted with it and often it works as motivational factor 

for them. 

As has already been mentioned in the structure, the company regularly cooperates with other; 

external companies (mainly installation companies). Unfortunately, there is a lack of them in 

our country, which sometimes causes problems and delays in fulfilling contracts´ requirements. 

This problem occurs mainly during summers.  

2.3.1.5 Style 

In the company, there is autocratic style of leadership, due to main manager and owner is the 

same person. The employees have an opportunity to discuss their opinions with the owner, but 

the decision is in a final step done by the him. The manager takes care of all functions as for 

instance recruits, evaluates, plans, settles wages etc. The threat in autocratic style of leadership 

is that it limits employee´s initiatives and during the owner´s holiday, there is a real risk of 

immobilization of the company as a result of the interruption of business routs, because the 

manager is absent. 
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2.3.1.6 Skills 

The owner of the company is trying to lead it responsibly and according to the current economic 

situation. He faces the risks positively and is prepared to eliminate or even remove them. If any 

new employee is hired, they are acquainted and with the all processes in the company and then 

they are thoroughly trained for their working position. Most of the employees have been 

working for the company for nearly a decade, therefore they have been evolved with the 

company and have experienced many strains connected to the business. The owner has 

developed many both, strong and weak, ties that are necessary part of everyday business. Next 

to the trainings for employees are skills improved also by the latest software technology. 

2.3.1.7 Shared Values 

The company´s culture is directly connected with the company´s vision to build a company that 

brings a value not only to the owner, but also to customers and employees. The main target is 

a satisfied client. The philosophy of the company is team work that focuses on individual 

approach to each customer via good relationships and high quality of service provided. Thus, 

good relationships between individual employees are essential. For this reason, are organized 

regular company´s meetings where participate all employees and where are discussed the 

company´s further directions as well as individual contracts. Moreover, together are celebrated 

employees´ birthdays or name days and of course every year there is a Christmas party where 

all employees can come with their partners. The positive atmosphere within the company is 

important for further following of company´s vision, which rests in keeping standard and 

quality. The company is aware of a very important thing that many of new customers come on 

the basis of recommendations and positive references from existing customers, who also often 

come back to extend their production about more machines. 

 

To summarize findings from 7S Framework, despite the company has very customer-oriented 

strategy that has been working with no problems, it has been petrified already and the manager 

should start to think about its improvement to the future. Also, the structure built on one person 

can be dangerous in the future, because he has too many roles in the company and the flow of 

processes sometimes takes more time than is necessary. Thus, it is recommended to hire another 

person, who will be between the owner and employees and who will be responsible for at least 

half of owner´s activities. This change could solve also the problem with too autocratic style of 
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leadership that often demotivates employees in their initiatives. On the other side, in spite of 

the GPS systems, there are missing other controlling mechanisms that would ensure that for 

instance employees from offices work when the owner is missing.  

 

2.3.2 Analysis of interest groups 

In the analysed company, interest groups consist of the owner, employees, suppliers, customers, 

bank and state. The company has currently a credit, namely ŠkoFIN, on three cars that after its 

repayment will be part of company´s assets. Additionally, there is only one owner who is also 

a manager of the company. He requires growth of profit as well as of business value, high 

quality of services and products provided to customers and creating of a good company´s image. 

Another group is formed by employees, whose priority number one are good salary conditions, 

then job security and appropriate working conditions. The company has two kinds of 

employees, firstly those who work in offices and having fixed salary and the second group 

where belong two employees; installers with hourly wage.  

In the case of suppliers, the company has an exclusive agreement with only one supplier. The 

company has with this supplier abnormally good relationship for more than twelve years. 

Nevertheless, the supplier naturally requires compliance with terms of the contract and also 

payment of the obligations in time and at the appropriate value (in Euros). 

Customers who buy company´s products are willing to pay higher prices, but at the same time 

expect high quality and service of machines not only during the warranty, but also at the post-

warranty time. The last interest group is a state, which is represented by many state institutions 

that supervise on timely paid taxes and following of state regulations. 

To sum it up, interest groups influence each company differently. However, if a crisis occurs 

the interests or even the existence of all interest groups can be threatened. Thus, for instance, if 

the company is one of the main customers, its bankruptcy influences its supplier as well. 

Furthermore, similar problems may occur with cooperation partners and customers, if they have 

close and intense relationships. For this reason, are interests of owners; managers as well as of 

customers the most important. It also means that owners and managers should keep in mind the 

welfare of their employees. 
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2.3.3 Kralicek Quick Test 

Data used for calculation of Kralicek Quick Test are from accounting statements, namely 

Balance Sheet and Profit and Loss Statement, which are published in the Internet version of 

Commercial Register. The company does not use Cash Flow Statement, for that reason its value 

has been calculated by indirect method. In the table below there are values of the indicators for 

each reporting period. These indicators are then evaluated to get a general evaluation of the 

financial situation of the company. 

 
2014 2015 2016 

Equity 11,330 13,739 14,347 

Total assets 23,737 22,675 17,272 

Liabilities 11,958 8,871 2,874 

Cash and Cash Equivalents 7,894 1,873 10,911 

Operating CF 2,441 4,338 6,381 

EBIT 59 2,988 769 

EAT 11 2,409 608 

Table 12:Values for calculation of individual indicators in thousand CZK source: (company private database) 

 
 

2016 2015 2014 

Shareholder equity ratio Value in % 83% 60.5% 47.7% 

Grade 1 1 1 

Indebtedness Years -1.25 years 1.61 years 1.66 years 

Grade 1 1 1 

Financial efficiency Value in % 11.5% 6.5% 5.2% 

Grade 1 3 3 

ROA Value in % 4.45% 13.2% 0.2% 

Grade 4 2 4 

Table 13: Quick Test for years 2014, 2015 and 2016  

 
 

2016 2015 2014 

Grade of financial stability 1 1 1 

Grade of stability revenue 2,5 2,5 3,5 

TOTAL Grade 1,75 1,75 2,25 

Table 14: Evaluation of company´s financial situation  
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Graph 5:Graphically illustrated results 

From the results calculated above can be concluded that the company has no serious financial 

problems. Moreover, last two years there is reported very good condition of corporate 

creditworthiness. According to the results the weakest year was 2014, but despite of that the 

result was still in good numbers. 

Shareholder equity ratio is during all three years in above-average values. The positive results 

are caused by increasing value of Equity that is rose mainly by Retained earnings that the owner 

has accumulated there during a few last years. Nevertheless, to have Retained earnings high is 

not illegal and moreover, it can make better the overall company´s picture. 

In the case of indebtedness is the company´s situation very good and would be able to repay its 

liabilities within two years. As shows the table above, the company currently does not have any 

loan or credit and there is a significant difference between 2014 and 2016. In 2016, the value 

of indebtedness was highly influenced by increased number of Cash flow as well as decreased 

number in Liabilities. 

Financial efficiency is getting to be also better, because it improved about double between 2014 

and 2016. The hidden reason of this situation is no investments in 2016 and just accumulating 

of cash and cash equivalents on the bank account. For this reason, would be recommended to 
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the owner to think about investment that would stabilize Cash flow and made grades of Return 

on Assets (ROA) better. 

Negative result of Return on Assets (in 2014) has been caused by a big job order that has not 

been paid before the end of the accounting year. Moreover, the company had not made any 

economical calculation to know the profit from that order before they accepted it and it later 

led to very low profit. 

To focus deeper on Balance Sheet items, which were used for above calculated Kralicek Quick 

Test, there is clearly seen that such a number of Total assets is still decreasing. This trend is 

caused mainly by a decrease in current assets. In the case of long-term tangible assets, in 2015 

the company bought four new cars as well as one side-car and because of that was cash lower 

than in 2016. This purchase has a significant further influence on the company´s cash flow. 

Another part of Total assets are current assets where has been a relevant decrease especially in 

Inventory and Material items. The change there was caused primarily due to reduction of 

warehouses. The previous “tactic” of warehouseman was altered by the management because 

it used to increase the costs (of stock) at the end of accounting year. Nowadays, the company 

tries to take from the stock as many things as possible and leaves there just the necessary 

minimum at the end of this period. In comparison with the year 2016, the warehouses were 

decreased as has been already explained as well as Receivables that in form of “work-in-

progress” not finished before the end of accounting year 2014. On the other hand, the other side 

of Balance sheet, Total liabilities, there is the situation more than positive, because the trend is 

decreasing and the company currently does not have any debts or loans that would negatively 

influence its financial situation. 
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2.3.4  SWOT analysis 

SWOT analysis is an overall analysis of the company. For its creation are used information 

from previously done analysis. The internal environment determines strengths and weaknesses 

and from external environment flows opportunities and threats. It is necessary to maximize 

number of strengths and eliminate weaknesses. Opportunities are options for improving the 

company´s state and they should be used. Finally, threats should be as well as weaknesses 

eliminated as much as possible.  

Strengths 

- The company is flexible and can 
quickly react on changes at the 
market as well as change the subject 
of the business. (The McKinsey 7S 
Framework) 

- Flexibility in delivery either single 
machine or complex post-harvest 
lines. Thus, wide range of products 
offered. (The McKinsey 7S 
Framework) 

- Good brand name on the market, also 
for company´s individual approach to 
each customer or its service and high 
quality.  

- Strong ties with all suppliers as well 
as with many customers who often 
come back. (Porter´s five forces) 

- Own service of machines provided in 
contrast with competitors in the 
sector, who usually only deliver the 
machine without following service. 
(Porter´s five forces) 

- SEA CHROMEX – high-quality 
machine that has been developed for 
more than 50 years and the principle 
is known just by three companies 
worldwide. Thus, despite there has 
already been existed cheaper versions 
of this machine, those companies are 
usually without experience and 
cannot provide full service. (PESTLE 
analysis) 

- Own internal system including 
detailed information about all 

Weaknesses 

- Delivery time of machines depended 
on supplier´s warehouses. (Porter´s 
five forces) 

- No packing lines offered. (PESTLE 
analysis) 

- High dependence on suppliers, 
among others in the case of Research 
and Development, where it is not part 
of and is fully dependent on them. 
(PESTLE analysis) 

- Too autocratic style of leadership that 
lower motivation and initiative of 
employees. (The McKinsey 7S 
Framework) 

- Representation limited only on the 
Czech market. 

- There is no marketing department. 
(The McKinsey 7S Framework) 

- Flat; linear organizational structure 
that becomes to be ineffective, 
because the owner is focused on 
everything (also on unnecessary 
issues). (The McKinsey 7S 
Framework) 
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customers and their machines. (The 
McKinsey 7S Framework) 

- The company is without debts and 
loans. (Kralicek Quick Test) 

- High amount of money available on 
the company´s bank account. 
(Kralicek Quick Test) 

 

Opportunities 

- SEA CHROMEX can be used in 
recycling industry and in other food 
industry, where can be found new 
potential customers. (PESTLE 
analysis) 

- Cooperation with suppliers of 
packing lines that start to be very 
demanded by current customers. 
(Porter´s five forces) 

- European CAP programme that 
financial motivate customers to invest 
into new post-harvest lines, but due to 
it is time-consuming, many smaller 
farmers are dissuaded. Moreover, in 
general the conditions negotiated by 
Czech government weaken mainly 
those smaller companies. For this 
reason, more focus on micro 
enterprises that dominate in Zlín 
Region. (PESTLE analysis) 

 

Threats 

- Chinese companies with low cost 
products as new entrants to the 
already very competitive market. 
(Porter´s five forces) 

- Tightening of legislation and 
environmental norms that requires 
additional investment into the 
training of employees to be able to 
implement and follow these norms 
and regulations. (PESTLE analysis) 

- High number of competitors with 
strong brand names – aggressive 
strategies. (Porter´s five forces) 

- Uncertain situation on the exchange 
market after the end of interventions 
in April 2017. (PESTLE analysis) 

- Lower attractiveness of the sector for 
potential employees., who become 
then more expensive. (PESTLE 
analysis) 

- Increasing power of customers. 
(Porter´s five forces) 

 

The results from the SWOT analysis show that the company focuses on offensive strategy 

“SO” that is characterized by the introduction of a remarkably new product and modernization 

of production. This strategy needs to be accompanied by advanced marketing and its typical 

feature is also a higher risk. However, the company does not realize the most important threat 

that can lead to its extinction – the company stands only on one person. For this reason, the 

strategy should be changed from offensive to strategy for consolidation of its background. 
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3 Proposals and Suggestions 

This chapter focuses on concrete proposals, which are recommended to the company to 

implement. All of the proposals presented should be real and feasible. They will be divided into 

three main groups that will further include some sub-groups. Each of the proposals will be 

critically evaluated. 

The analysed company of this thesis does not have many problems. For relatively short time 

was the owner able to build capitally strong company, which is stable and has a good name 

among its customers. On the other hand, the company has plenty of competitors with similar or 

even the same subject of business and whose business strategies start to be very aggressive, as 

has already been mentioned in Porter´s five forces analysis. However, the biggest threat of the 

business was found right inside the company. 

Notwithstanding that, all the proposals are based on previously done analysis in analytical part, 

which resulted in so called SWOT analysis. This analysis is separated into four parts and deal 

with internal and external environment of the company, namely strengths, weaknesses, 

opportunities and threats. From macro-environmental analysis have been used PESTLE 

analysis and Porter five forces analysis. Financial situation of the company was tested by 

Kralicek Quick Test and the last part of micro-environment was analysed by McKinsey´s 7S 

Framework. On this basis was then done TOWS analysis for better understanding of strategic 

choices the company currently faces – see Table 15. 

Before introduction of the proposals, there should be mentioned that if the company wants to 

survive to the future, there is necessary to change the organizational structure based just on one 

person, which is for the company currently the biggest threat. Thus, the very first suggestion is 

to make radical changes in the management and change already mentioned organizational 

structure. When this step is done there is essential to point out new strategic plans including 

new goals of the company, in other words to change strategy from offensive “SO” to such that 

improves the current situation, so as is expected the strategy “WT”. The company has several 

opportunities what to do. Firstly, the company can be sold or less radical step would be fusion; 

merger with another company, but currently there is anyone to merge with. Additional 

eventuality is to expand company´s current activities and make similar products. However, it is 

nearly impossible due to saturated market with post-harvest machines in the Czech Republic. 

Moreover, to create similar products could be too dangerous for the company. Last but not least 
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strategic direction is investment. Nevertheless, at this point the company needs to think where 

to invest and to what invest. The main advantage of investment is its certainty and for that 

reason this option should win. 

 
External Opportunities (O) 

1. Wider usability of SEA Chromex 

2. Customers interested in packing 

lines 

3. CAP programme wrongly 

negotiated for micro producers 

 

External Threats (T) 

1. High competitive environment 

with new (Chinese entrants) 

2. Tightening of legislation and 

environmental norms 

3. Aggressive strategies of 

competitors 

4. Uncertain situation on exchange 

market 

Internal Strengths (S) 

1. Good brand name 

2. Own service provided 

3. SEA Chromex 

4. Money prepared for 

investment, no debts 

5. Strong ties 

6. Broad portfolio of machines 

7. Customers willing to trade in 

Euros 

 

S5 to O3 

S5 to O2 

S4 to O3 

 

 

S7 to T4 

S3 to T3 

S6 to T1 

S1 to T2 

Internal Weaknesses (W) 

1. No packing lines 

2. Representation limited on CZ 

3. Flat and ineffective structure 

based on one person 

4. Strong dependence on the 

main supplier (R&D, deliveries) 

5. Too autocratic style of 

leadership 

6. No marketing department 

 

W6 to O1 

W4 to O1 

 

W1 to T1 

W4 to T3 

W6 to T1 

 

Table 15: Elaborated TOWS 

3.1 New manager 

As has already been written above, the main problem and threat of the company is that the 

owner is responsible for everything and is unable to delegate part of his work to the rest of 

employees. Unfortunately, it causes that he takes care also about uselessness, which does not 

only take time that could be spend in more effective way, but moreover employees are less 

motivated and their initiative is decreased.  
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3.1.1 Sales and marketing manager 

On this basis is recommended to hire a new business manager, who would be responsible for 

the whole marketing department and activities connected with it, as for instance advertising or 

preparation on regular fairs, then for communication with customers and securing orders and 

last but not least activity would be connected with subsidies for customers from CAP 

programme. This means the owner´s work would be connected mainly with division of labour, 

controlling, preparing information as a basis for salaries later processed by the accountant or 

hiring new employees. 

It is expected that the owner will spend some time with the new manager to show and introduce 

all company´s activities and orders as well as to meet as many Ěcurrentě customers as possible. 

The relationship of the owner and protentional new manager has to be based on confidence. In 

any case, it should not be a problem to find a separated office for a new employee, because the 

company has been located in a modern house (built in 2013) including among others offices as 

well as company´s own warehouse. As has already been mentioned, it is necessary to hire at 

least one employee focused on this mostly administrative work combined with project 

management. That position is important for gaining new customers and help them with 

subsidies, but it is also about maintaining of regular customers (mainly through marketing work 

resulting in choice of for example new marketing mix). Costs indispensable for this position 

would be around 30,000 in net pay. However, it is appropriate here to think also about costs 

connected with new office equipment, trainings and last not least about costs connected for 

example with marketing. The new manager, whose position would be between the owner and 

employees, could also change the organizational structure and system of leadership could be 

shifted from autocratic to more democratic one. Furthermore, the rest of employees could get 

more space to present their opinions and should be also more responsible for higher number of 

tasks that could hand-in-hand increase their productivity and motivation. 

Potential risk: All the processes in the company need to be explained to the manager and there 

is a threat that because each contract is different, it will take him too much time to orientate. 

Moreover, there is a possibility that even the owner spends a lot of his time to introduce 

everything to the manager, there can happen the manager will leave the company or will not 

be found as a most suitable one for that position. 
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3.1.2 Transformation from “s.r.o.” on “a.s.” 

Notwithstanding that the most motivated should be a new manager. For this reason, the 

company should think about transformation of the firm from a legal form of s.r.o. on legal form 

a.s. The transformation is connected to several conditions that will be very briefly introduced. 

• The very first criterion that has to be fulfilled is decision of General Meetings about the 

change of legal form. There has to agree at least 75% of partners. If it is agreed, then 

the company has to follow other steps. 

• Project of change of legal form is a basic document including particulars given by the 

law. It has to include from the name of the company and its headquarters, identification 

number of the company or the day on which the change of legal form is completed to 

the amount of compensation for owners in a form of convertible or priority bonds and 

warrants, etc. 

• Company´s assets must be valued by an expert on the date of processing of already 

mentioned Project of change of legal form. The main reason of it is to determine the 

amount of the share capital as well as answer the question whether the net asset value 

corresponds to share capital. 

• There is an obligation to prepare financial statements and opening balance sheet. 

Moreover, joint-stock companies have to compile report in full.  

• Thereafter an entrepreneur is required to prepare and provide the auditor all accounting 

records that need to be checked and if it is necessary to give an explanation. The 

company should be prepared to pay the costs to the auditor. 

• If  an auditor finds out that there is a difference between shared capital in the opening 

balance sheet after a change of the legal form, the difference must be paid without undue 

delay, jointly and severally by the owners. 

• It should be mentioned, there are two variants of joint-stock company. When is 

established a company with a public offer, the amount of the registered capital is set at 

CZK 20,000,000. However, it the case of a company without a public offer, the 

registered capital is only CZK 2,000,000. The share capital is after that divided into a 

certain number of stocks of a certain nominal value. 

For this reason, it is recommended to set up a non-public joint-stock company, whose priority 

stocks will be left to the owner and some of them to the new manager. There is also a possibility 
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to left a small amount of stocks to the rest of employees and motivate them in this way. The 

biggest advantage of this proposal is that the owner has certainty of regular income in a form 

of dividends and due to priority stocks also the main word. 

If the owner finally decides for this alternative, he should know that it will costs approximately 

between CZK 80,000 and 100,000. This number was estimated by the company DanE plus s.r.o. 

from Staré MEsto. This amount includes price for notary, preparation of financial statement and 

auditor as well as price for property appraiser. 

Potential risk: Although, transformation of company´s legal form is a challenging process for 

the company and needs to be considered from a legal, tax and accounting point of view, there 

is nearly no risk. The most important decision is in choosing of professionals who are able to 

transform the company. 

3.1.3 Bank of benefits 

Furthermore, from the communication with the owner has been noticed that employees are 

rewarded every month and at the end of year, they always get thirteenth wage. However, the 

reward system is too automatic for them, which means that very often they nearly do not 

recognize it. For this reason, the current system should be changed, because in order to 

contribute to better prosperity, it is obviously not only about hiring and managing of employees, 

but they mainly need to be motivated. Thus, the system should consist of motivational rewards 

that will be possible to gain from demonstrable successes. In practice, it is complicated across 

the organizational structure to set common goals for rewards, so there should be applied 

different rules to each department. For instance, service workers according to timely 

completion, warehouseman up to timely and correct ordering and delivery etc. Moreover, the 

current reward system should be changed as well. One of possible options are popular so called 

“banks of benefits”. It consists of several benefits from which an employee can choose the most 

attractive one for them. Thus, it is beneficial for both sides. Employees are aware of receiving 

benefits and on the other side, these benefits can be only those which are tax deductible. The 

tax-deductible benefits can be divided into four groups 

• Health – massages, active rest, health care, vaccination, optics etc. 
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• Recreation – with annual limit of CZK 20,000 per employee, for instance services of 

travel agencies, hotels, pensions in the Czech Republic, spas, sports like activities in 

fitness centres, squash, bowling, swimming pools or ski resorts 

• Culture – cinemas, theatres, concert tickets, sport matches, ticket portals 

• Education – language courses, professional courses, driving school or rhetoric course. 

Employees have two possibilities with benefits. Firstly, they can choose something from this 

bank of benefits every month or save money there and then after, for example one year use 

the benefit of recreation. The bank of benefits is differentiated according to needs of each 

employee. 

Potential risk: For each employee will have to be set up special rules according which they 

will be further rewarded. It will have to be created and evaluated by the owner or manager, 

which does not have to be always objective evaluation. Therefore, the bank of benefits is less 

risky and more employee-oriented. On the other hand, the problematic aspect of bank of 

benefits is that in contrast with current reward system (when the company give benefits 

gradually and creates the uniform and lower tax base), it is more difficult. 

3.2 Investment  

From the Kralicek Quick test is clearly seen that the company in 2016 accumulated quite a lot 

of money and assets. Thus, in spite of the long-term plan to accumulate as much assets as 

possible, the current situation is that assets are in too high numbers and in other words, they are 

unused. Therefore, the company should think about using these resources for some other 

business. For this purpose, there have been created three sceneries, from which the company 

can choose the most suitable one. 

3.2.1 Another business with a focus on renewable resources 

The first scenery is about choosing of another business, which will be not too profitable, but on 

the other hand stable and ensuring economic certainty for the owner to the future. Thus, the 

investment will not be into further expansion of the company, but into less risky new object of 

the business. The ideal new field of business is one which needs a lot of investment and is 

connected with renewable sources, namely water or wood. In the case of water and current 

droughts especially in the area of South Moravia, for the company it would be appropriate to 

focus on plastic cleaners or reservoirs, where would be the process water recycled and later 
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used to toilets, washing machines or dishwashers. Another option connected to renewable 

sources is planting the forest and the wood later sell to customers who are always willing to pay 

for its higher quality. 

Potential risk: There will have to be hired other people or someone responsible for this kind of 

business. Furthermore, such market analysis and business plan will have to be carried out. 

3.2.2 Build a new hall 

Nevertheless, if the company decides to expend, there is a possibility to buy an extra land close 

to its current headquarter. From found information on the Internet, there is an opportunity to 

buy a land of the area 2,612 m2 for 560,000 CZK, its bonus is that this area is roughly 800 

meters far from the company (Ereality.cz, 2017). The idea is to build there a hall that will have 

two utilizations. Firstly, it could serve for demonstration of company´s machines for potential 

customers. The other idea is that next to representation use it could be rented to micro 

enterprises, whose number in the region is the highest one in comparison with the rest of the 

Czech Republic. The rent would be based on a principle of operating leasing, whose object of 

the lease remain in the ownership of the leasing companies even after the termination of the 

contract. 

Moreover, the company would not need, at least at the beginning, any mortgage loan or credit 

for buying the land. On the other hand, there would be necessary to hire another employee 

responsible for smooth operation of machines. It is highly recommended to buy this land in all 

cases, because of more advantages than disadvantages of the purchase. Firstly, it is close to the 

company and it would be worse if the land was bought by any competitor or in general by 

someone else. Furthermore, if the company decides to build there a hall, it can extend its 

activities differently, for instance recreational area, scrapyard or whatever else. The land´s 

benefit is mainly in its location that is close to main road and residential areas. Thus, it is 

expected that the price of land should have an increasing trend to the future. 

Buying of the extra land means that the company would just change the structure of assets. In 

other words, current assets would be decreased, but fixed assets would increase. Moreover, 

there is wide use of the land (from afforestation and parking place to wreck or children 

playground) depending only on the new strategic plan created together with the new manager.  

Potential risk: Insomuch as the land is close to Morava river, it may be damaged by floods. 



77 

 

3.2.3 To find new markets for further use of SEA CHROMEX and other machines 

The relatively new technology SEA CHROMEX that is offered by the company has several 

potential utilizations. It can be, for instance, used also in recycling industry without any changes 

on it. Hence, it is recommended to start to focus also on this sector. To this recommendation 

contribute also the fact that the current competition in post-harvest industry is getting to be very 

aggressive and legislation in food industry has to fulfil more and more norms that influence 

installation of the analysed company´s machines as well. 

The importance and necessity of recycling industry becomes to be every year increasingly 

important, because for example Czech inhabitants have already sorted four times more waste 

in 2015 than in the year 2000. 

 

storage 

combustion 

recycling 

composting 

 

Thus, to be concrete in utilization of SEA CHROMEX, it would be very suitable for further use 

in sorting of plastics. The machine is, for example, able to separate tops from plastic bottles 

according to colour. It means that the company could sell this machine to one of the 5 main 

processors of plastic waste in Zlín Region. These companies, namely SITA CZ a.s., 

RUMPHOLD UHB, s.r.o., REMAQ, s.r.o. and NEMOMA s.r.o., dispose of approximately 43% 

of plastic waste (Ministerstvo životního prostUedí, 2016). 

Notwithstanding that, in general the company should also thing about another usability of SEA 

CHROMEX, for instance for automobile industry (controlling of ceramic parts of motors) or 

medicine (controlling the quality of syringes). For all of these purposes, it would have to be 

Graph 6: Ways of municipal waste management in 2015, source: (Český statistický úUad, 2016) 
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done another investment into research and development. However, other machines, such as 

pneumatic sorting table that is able to separate colourful metals as for instance wall heat 

shrinkable tubes from copper, can have further utilization in other industries too. 

To sum it up, recycling industry would be suitable for several reasons. The company can solve 

the problem with saturated market and have another capital expansion. In all cases, it is 

necessary to verify technical developments and fulfil them. When the company decides to enter 

recycling industry, an extra employee will be necessary for finding new market opportunities. 

The other option is to merge with another company that has already been active on recycling 

market. The merger represents the direction of top machines and investing into perspective 

investments. 

Potential risk: There will be no demand for the machines in other sectors. 

3.3 Uncertain situation on exchange rate market 

If the problem with new management is solved and further strategic goals are set, then the 

company should think about currently uncertain situation on exchange rate market. To be more 

specific, the company trades in two currencies – with the main supplier in Euro and with 

customers and few remaining suppliers in CZK. For this reason, the company´s accountant 

every day check the exchange rate and exchange necessary amount of CZK for Euro to be 

available for payment to the supplier. As has been already mentioned in PESTLE analysis, since 

the end of April 2017, the situation on exchange rate market has been again uncertain, because 

the Czech National Bank ended its interventions after more than three years. Thus, the company 

has several options how to protect itself against such uncertainty.  

3.3.1 Trading with Czech customers in Euro (fixation of the course) 

Probably the easiest way would be to trade also with those customers who commonly use Euro 

for its trading with other suppliers or their customers. This way of trading would avoid a 

problem with exchange rate differences and moreover, the cash flow would be kept in foreign 

currency. Nevertheless, as has been noticed from company´s internal information, there have 

been very few of such customers who will be willing to trade in Euro, in number it would be 

for like 2.5% from the total number of customers. Thus, if the company decides to trade at least 

with those 2.5% in Euro, they should sing up an agreement mentioning that further trading will 
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be always in Euro and not CZK. Furthermore, there should be written what kind of exchange 

rate will be preferred. There are three possibilities 

• The current CNB exchange rate valid at the date of the accounting case, which is (as the 

only one) also necessary to use for recalculation at balance sheet date. The possibility 

to use the current CNB exchange rate results from Section 24 (6) of the Accounting Act. 

The CNB´s exchange rate cannot be rounded off. 

• Fixed exchange rate is another possibility, which is on its basis also a CNB course. An 

entity may fix its fixed rate by its internal regulation, which is equal to the current CNB 

exchange rate on the first day of the period for which the fixed exchange rate is payable. 

A fixed exchange rate cannot be used to recalculate or convert assets and liabilities at 

the balance sheet date. The possibility to use a fixed exchange rate is based on Section 

24 (7) of the Accounting Act. 

• The last possibility is for those foreign currencies, whose exchange rate is not denoted 

daily. Then the entity shall use the last known exchange rate announced or published by 

the CNB or the interbank market exchange rate to the US dollar or Euro. This option 

arises from Section 24 (7) of the Accounting Act. 

3.3.2 Using financial derivatives - forwards 

Another option how to solve the uncertain exchange rate situation is by using financial 

derivatives. For the purpose of this thesis, has been chosen forward contract and three hedging 

alternatives for the company to know what are the possibilities for its future. If the company 

decides for one of the forward options, it should be aware of its advantages as well as 

disadvantages. The company should take into account that there may be created a certain loss, 

but on fixed exchange rate in a bank will somehow cover or insure the situation on exchange 

rate market. 

The forward contracts are based on agreed conditions that satisfy both parties, but it cannot be 

cancelled or transferred to another entity without agreement of both sides. Forward contracts 

are based on the idea that the trading for certain exchange rate is agreed now and traded will be 

in the future. A forward contract is usually used for speculation or hedging, which means 

transfer of risk to another entity, usually banks and financial corporations who carefully 

mitigate the risk of possible cascading series of defaults by their choice of counterparty. Its 

advantage is that it can be customized to any commodity, amount and delivery date. On the 
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other hand, the risk is that these contracts are only settled on the settlement date, which arises 

from the non-standard nature of forward contracts. 

EUR/CZK 

Maturity  Forward points 

3M 25.33 

6M 38.88 

Table 16: Example of forward exchange rates from CNB on 13th June source: (Česká národní banka, 2017) 

3.3.3 Using of different hedging alternatives 

Moreover, in the case of hedging alternatives, the company can choose from more of them. 

Firstly, it can cover the entire trade with forward contracts. In other words, lock the entire 

amount in an exchange rate with known final cost. Thus, there is no longer any risk or sensitivity 

to the ending spot exchange rate. This alternative is often used by firms as their benchmark. 

The second alternative is a partial forward cover, which means that covered is only part of the 

total exposure and the rest is uncovered. This strategy is kind of arbitrary and there are few 

methods available for determining the proper balance between covered and uncovered (20/80, 

40/60, 50/50 etc.). The third one is foreign currency options, which are unique due to its kinked-

shape value line. This alternative is much more flexible for hedging and for speculating and its 

instruments permit investors to achieve asymmetric or linear payoffs. In other words, the 

contract gives the option buyer the right (but not the obligation) to buy or sell a fixed amount 

of foreign exchange at a fixed price per unit for a specified time period. 

However, the Czech banks, as for instance ČSOB, where the company has one of its bank 

accounts, offers also currency (fixation) band. It is kind of a hybrid of a fixed exchange rate 

and a floating exchange rate, which restricts how much the price can mover relative to a 

reference currency. 

To sum it up, there is plenty of possibilities how to solve the uncertain situation on the exchange 

rate market and it is only up to the company which of the proposals will implement. For the 

author´s point of view would be the best option to use Ěmiddleě fixed exchange rate for trading 

with customers, because it is the cheapest alternative in comparison with such hedging 

alternatives, which are the most expensive alternative. This decision is displayed on author´s 

example. 
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Purchase in Euro 
 

1 euro 27 CZK 27 CZK 
 

1 euro 30 CZK exchange rate gain Cannot be 

predicted 1 euro 25 CZK exchange rate loss 

Table 17: Author´s example of purchasing in Euro 

Potential risk: All mentioned forward alternatives are risky, because the future is unknown in 

advance. Thus, if the forecast does not go according to ideal ideas and the spot rate of 

CZK/EUR after some months depreciates, the speculator suffers a considerable loss. 
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4 Conclusion 

The objective of this diploma thesis was to analyse NAVZAS s.r.o. by appropriately 

selected methods of strategic and economic analysis (especially PESTEL analysis, Porter´s 

five forces analysis, SWOT analysis). On the basis of results from analysis performed 

together with taking into account the specifics of NAVZAS s.r.o. as well as its line of 

business, formulate recommendations and suggest measures allowing the improvement of 

current status.  

To meet this objective, there was necessary to get to know a variety of analytical methods 

like PESTLE analysis, Porter´s five forces analysis, The McKinsey 7S Framework, 

Kralicek Quick Test and SWOT analysis including general methods of knowledge. A 

detailed processing of the mentioned methods was done in the analytical part. For its 

purposes was used the theoretical background which is described in the first chapter.  

Simultaneously, there was needed to understand in detail the company and its specifics as 

well as specifics of line of its business. Based on this overall knowledge there were provided 

analysis, which results were then summarized into SWOT analysis. It allowed to 

recognizing the current company´s strategy. The outputs of particular analysis became the 

basis for identification of risks and later resolution of risks as removable and irremovable. 

To reduce the influence of risks, there have been proposed a number of suggestions divided 

into three main groups according to their importance, which realization will allow to 

decrease the influence of identified risks. For each suggestion were estimated potential 

risks, as well. The basic recommendation for the company is to solve the current biggest 

threat and change the organizational structure based just on one person. Otherwise, the 

company will not be able to survive to the future. When this step is done, then the company 

can focus on less important suggestions including investment or suggestions how to solve 

the current uncertain situation on exchange rate market. Thus, main suggestions including 

also sub-suggestions are following: 

• New manager 

o Sales and marketing manager 

o Transformation from “s.r.o.” on “a.s.” 

o Bank of benefits 
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• Investment 

o Another business with a focus on renewable resources 

o Build a new hall 

o To find new markets for further use of SEA CHROMEX and other machines 

• Uncertain situation on exchange rate market 

o Trading with Czech customers in Euro (fixation of the course) 

o Using of financial derivatives – forwards 

o Using of different hedging alternatives 

The author assumes that due to independent insight and evaluation of the company from 

outside the proposed suggestions could have positive effect and could be beneficial to the 

company. Herby, the objective of the diploma thesis was fulfilled. 
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6.1 Appendix 1: Example of offered products 

 

1 – SEA CHROMEX colour sorter 

2 - Gravity Separator GA 31 

3 - The indent cylinder 

4 - Cylindrical screening machines 

Source: (NAVZAS s.r.o., 2017) 
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