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Abstract 

The thesis deals with proposing a marketing plan for company Zoko to enter German 

market. Zoko is a small Czech company operating in the metalworking industry with an 

exclusive customer in Austria. Based on the theoretical background and the analysis of 

current situation, the paper presents marketing proposals to enter the new market. 

 

Abstrakt 

Diplomová práce se zabývá sestavením marketingového plánu pro vstup na Německý trh 

pro firmu Zoko. Firma Zoko je malá česká firma operující ve strojírenském průmyslu 

s výhradním zákazníkem v Rakousku. Na základě teoretických podkladů a analýze 

současného stavu, práce představuje marketingové návrhy jak vstoupit na nový trh.  
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Introduction 

International trade is essential for the sustenance and growth of prosperity in all coutries 

(Wilson, 1990). Companies can grow within its home countries, but today’s trends of 

creating one single world market push them to expand on international markets. 

In a similar situation is Zoko company today. Its aim is to grow and try to exploit idle 

potential of its technical skills and machine capabilities in the new German market. But, 

the particular reason why Zoko is considering to enter the new market is to mitigate the 

risk arising from dependence on single customer. Since Zoko currently sells more than 

80% of production to single Austrian customer. By expanding on German market, Zoko 

extends its portfolio of customers and spread the risk.  

There is an evidence of companies, orienting their efforts towards countries which are 

close in terms of physical distance, but probably more important are cultural similarities, 

language barriers, legal systems, ways of doing business and so on (Young, 1989). Thus, 

not only convenient physical distance, but also other factors are advisable take into 

account. It is suggested that organizations have to conduct proper research before enter a 

new market, to understand all possible factors influencing their future operating. Good 

knowledge and understanding of future market will help to create a proper marketing 

plan. For this purpose PESTEL analysis will be applied on German macro business 

environment. After the presentation of basic features of the particular industry, the 

Porter’s framework of five forces assess the level of competition and determine position 

of companies within the industry.  

 

As Zoko has had an exclusive contract with Austrian SubCon for 13 years, there has been 

no reason to marketing efforts for a long time. The level of marketing is quite poor. It is 

clear that if Zoko intends to succeed on the German market, the rapid change in field of 

marketing and promotion will have to occured. The proposal of marketing activities will 

be content of the last part of the thesis. 
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Goals and methodology 

The aim is to analyze the current state of marketing activities of the company Zoko and  

proposals for its optimization with a focus on entry to the German market.  

The thesis will target on the study of the particular company in terms of basic infromation, 

figures and objectives. Next, the theoretical approaches and frameworks will be analyzed. 

Based on the current situation analysis of the company and literature findings the optimal 

marketing strategy will be proposed. The strategy will be designed to address and attract 

new potential customers from German market.  

Methodology  

The external opportunities and threats of the new market are recognized in these two 

analyses: 

 PESTEL Analysis - for the brief overview of the German macro business 

environment. 

 Porter’s Five Forces Analysis – for the analysis of the metalworking sector in the 

German market.  

Situation Analysis – describes company’s current situation. The SWOT Analysis presents 

internal factors such as strengths and weaknesses, as well as external opportunities and 

threats for the company. 

The targeted output of the thesis is the proposal of marketing plan that will provide helpful 

information for Zoko, the Czech metalworking company, to enter the market. 
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1. Literature Review 

The following part of the paper analyzes the theoretical background of the marketing. 

Basic principles of marketing activities are introduced, as well as the marketing strategy 

and environment. The theoretical frameworks explain how the marketing strategy should 

look like and how to create marketing plan.  

1.1. International Business and Marketing 

In the world economy a fundamental change is occurring. Companies tend to commit to 

international markets because they no longer believe that they are able to achieve their 

strategic objectives by staying at home market (Root, 1998). This suggests that national 

market has became saturated and companies look for new markets with new opportunities 

for their growth. This situation appears to be becoming a reality for more and more 

companies. Hill (2011) describes today’s changes as movement away from a time when 

national economies were fairly self-contained entities, separated by many barriers from 

each other, such as language, time zone, distance or cross-border trade and investment 

barriers. He defines this process as globalization, in which world economy is more 

integrated and interdependent. As a result, a single market over the world has been 

created. 

One of globalization aspects is the globalization of production. Globalization of 

production describes Hill (2011, p. 57) as „sourcing goods and services from locations 

around the globe to take advantage of national differences in the cost and quality of 

factors of production“. The author of this paper develops the definition describing it as a 

principle of division of labour at a global level with the aim to reduce costs. So, everyone 

does what it does best, respectively applies its comparative advantage. Result is more 

efficient and productive process of production which strengthens competitiveness of a 

producer. Using comparative advantage can be one of the reason why companies engage 

in international trade (Porter, 1985). 

A growing interconnectedness and segmentation of production into global value chains 

where at each stage value is created characterised today’s global marketplace (OECD, 

2014). The value of product is created worldwide. Each economies add its part into the 

http://en.wikipedia.org/wiki/International_trade
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process, that economists name the value chain. This trend is remarkable across all 

industries over the world. Therefore, many companies are shifting their strategies towards 

achieving the goals in international markets. The development of a marketing mix for a 

particular market is then required. International marketing strategy meets the needs of 

selected foreign country (Hill, 2011).   

1.2. Marketing 

Kotler (2004) describes marketing as the way a product/service is launch, price, distribute 

and promote in the marketplace. Therefore, marketing exists to support company’s work, 

manufacturing and goals. Marketing management is „the art and science of choosing 

target markets and getting, keeping, and growing customers through creating, 

communicating, and delivering superior customer value“ (Kotler, 2004, p. 8). Therefore, 

a company with proper marketing understands needs and wants and presents the 

competitive superior value to win in the market.  

Marketing is more than advertising or selling, as some may think. Marketing starts before 

a product exists and continues long after the sale (Kotler, 2004). Thus, a proper definition 

of needs and wants of potential customers is at first place, followed by designing a most 

suitabile product. Marketing then monitors and improves the product over time.  

Another perspective present Bovee and Thill (1992). They suppose marketing as the 

Exchange Process. Claiming that marketing is the „process of planning and executing the 

conception, pricing, promotion, and distribution of ideas, goods, and services to create 

exchanges that satisfy individual and organizational objectives“ (Bovee and Thill, 1992, 

p. 5). In other words, it is a process of giving something of value in return for something 

valuable. So, people are willing to exchange money to some goods, services or ideas, 

which are valuable for them. By this exhange process customers needs and wants are 

satisfied.  

Marketing plays different role in different fields of businesses. Some companies are more 

oriented on marketing activities than others. However, marketing influences every 

business and all company‘s functions. Therefore, managers should cooperate at all 

business levels to fulfill customer needs and company’s goals (Solomon, 2006). This is 

the idea of the marketing concept. 
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1.2.1. Marketing Concept 

Bovee and Thill (1992) create an idea of the marketing concept that not only stresses 

customer needs and wants, but also the integration of marketing with other functional 

parts within the organization. The idea is to maxime long-term profitability while 

integrating other parts of business and meeting customer needs and wants. 

 

Figure 1: The Marketing concept (According to Bovee and Thill, 1992) 

1.3. Marketing Strategy 

A strategy determines how company’s resources, skills and competencies should be 

combined to build competitve advantage, and also a company’s unique position should 

be defined and communicated (Porter, 1996). So, the purpose of strategy is the most 

effective way of using company’s resources to create a distinctive unique strategy that 

enable the company to have a competitive advantage over its competitors.  

Choosing the right marketing strategy for the company is very important. Marketing 

strategy is part of a hierarchy of planning that evolves from overall strategic plan (Bovee 

and Thill, 1992). The aim of marketing strategy is finding ways to achieve business goals. 

Marketing strategy is the comprehensive plan for choosing a target market and succeeding 

there through an effective choices of product, pricing distributin and promotion (Bovee 

and Thill, 1992). Marketing strategy is therefore an important part of the strategy of the 

entire enterprise. To achieve business goals the company needs satisfied and returning 

customers. It actually creates profit of the enterprise, which is essential for long-term 

profitability and operation of the company. So, companies that target a certain group of 
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customers and provide them with specific package of benefits tailored to their needs can 

be said to have a good marketing strategy. The first part in creating a marketing strategy 

is the thorough research of market and choosing a target sector. The second step is to 

develop the marketing mix (Bovee and Thill, 1992). 

1.3.1. Target Market 

A target market is a group of specific customers who are the most likely to buy a 

company’s product (Bovee and Thill, 1992). The company selects the target segment 

because it believes to have a competitive advantage in that particular market. 

Concentrating on the target group rather than trying to reach everybody enable marketers 

to design marketing mixes to group’s specific needs and wants (Zikmund and D’amico 

1989). All the marketing efforts should start with the clear definiton who are the 

company’s target customers. 

Market Segmentation  

Many markets can be portioned into a number of finer segments. The market 

segmentation is described as dividing a large heterogeneous market into smaller and more 

specific submarkets with similar characteristics (Zikmund and D’amico, 1989). There are 

several possible aspects used as a segmenting variable, for instance age, sex, lifestyle, 

demographic, product usage or expectation (Kotler, 1999). 

1.3.2. Marketing Mix 

Marketing managers achieve goals and satisfy customers through managing the 

marketing activities. The marketing mix is a set of key activities. Although many 

activities constitute the marketing mix, today’s authors commonly present a classification 

consisting of four Ps of marketing: product, price, place, and promotion, whereas each P 

covers several activities (Zikmund and D’amico, 1989).  The four P-framework calls upon 

marketers to decide on a product and its characteristics, set a price for the product, get 

the product to a place where people buy it and design a way for promoting the product 

(Kotler, 1999). When defining and managing the marketing mix, managers have to 

rememer the external forces, because of the amount of influence these forces have (Bovee 

and Thill, 1992). 
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Product 

The basis of any business is a product. Businesses aim to make the product different and 

better so that it meets the needs of target markets and customers are willing to pay a 

premium price for it (Kotler, 1999). A product can be a goods, a service or an idea. It can 

include more than the basic product. For instance consulting, installation, training and 

other tangigle or intangible components (Bovee and Thill, 1992). As competition in many 

industries becomes stronger, and due to converging commonality, the trend when 

differences between everything are disappearing and things are sold in the same way 

everywhere (Levit, 1983), these extra features become crutial criteria for customers 

deciding which product to buy (Bovee and Thill, 1992). Thus, the task of marketing 

managers is to provide some extras that go with the product.  

Price 

The second element of the marketing mix is price, the amount of money given in 

exchange for the product (Zikmund and D’amico, 1989). The amount is the product’s 

price. Price is a powerful and important component that differs from the other elements 

in that it generates revenue, all the other means costs. Pricing has a direct impact on a 

company’s profit. Companies put their effort to have their prices as high as possible, 

considering relationship between price and volume (Kotler, 1999). Companies try to 

balance level of volume and the price of products to maxime the profit. Futhermore, the 

price build the image of the product. For high price, customers expect more exclusive 

product and the oppossite (Bovee and Thill, 1992). So, setting price is quite difficult task 

facing the marketing managers. Researging customers helps to define what customers 

believe it is worth the price. 

Place 

Place or distribution activities are the third component of the marketing mix. It 

determinates how the finished products get from the producer to the customer, how 

quickly and in what conditions (Zikmund and D’amico, 1989). The aim is to get the right 

product to the right place at the right time. It also involves the selection of distribution 

channels, which include the people and organizations involved in bringing the product to 

customers, including wholesalers and retailers. Distribution activities also cover 
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transportation, storage, packaging, inventory or order processing (Bovee and Thill, 1992). 

The selection of distribution method is influenced by many circumstances. For some 

manufacturers, it can be more convenient to sell directly to retailers or customers, while 

some may prefer to sell through wholesalers. Both distribution choices can be found 

within industries.  

Promotion 

The last component is promotion, which encompasses a wide range of communication 

tools used to deliver a message to the target market. Advertising, personal seling, public 

relations and sales promotion are the main categories (Kotler, 1999).  The particular 

combination of these tools is the company’s promotional mix. What is to be 

communicated is information that support the product and sales and persuade customers 

about the other elements of marketing mix (Zikmund and D’amico, 1989). 

There are two general types of promotional activities. It is the role of marketers to 

determine which type is the best for their company. They can either use direct 

communication, usually on a face-to-face basis, or indirect communication through some 

medium, such as internet or TV (Zikmund and D’amico, 1989). The nature of a product 

and the context in which it is to be delivered also signify which method to use. Some 

buyers of industrial goods would feel comfortable with direct communication. On the 

other, for instance, consumers of daily foods may rely on advertising and do not need to 

discuss the product information.  

Advertising - consists a paid message which is delivered by any medium other than a live 

salesperson. The message bears a sign of producer (Nickels, McHugh and McHugh, 

1987). 

Personal selling – is a person-to-person discussion, whether face to face or via the phone, 

between seller and buyer. The purpose of the dialoque is the presentation and promotion 

of products or services plus finding out prospects (Zikmund and D’amico, 1989). Personal 

selling is the most flexible way of delivering the message, but also rather expensive to 

employ. To get the most effective results, the salesperson should use selling process that 

involves several steps to reach desired goals. 
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Publicity – similar to advertising it is any information about a product or an organization 

that is delivered to the public via media, but it is not paid and unsigned (Zikmund and 

D’amico, 1989). 

Sales promotion – the last element of promotion is the range of activities other than 

personal selling, advertising and publicity that are supposed to stimulate consumer 

purchases or dealer effectiveness in a certain time horizont (Nickels, McHugh and 

McHugh, 1987). 

1.4. Marketing Environment 

Marketing environment is a set of all the influences that affect or may in the future affect 

a company and its objectives. The marketing environment of the company includes the 

four marketing mix components (product, price, place and promotion) as well as seven 

environmental elements (politics, economics, technology, society, nature, regulation and 

competition), (Bovee and Thill, 1992). Furthermore, all elements can be divided into 

controllable and uncontrollable elements. Controllable elements compose of internal 

factors in the marketing environnment that marketes can modify and control, specificallly 

their own pricing, promotion, distribution and product selection (Bovee and Thill, 1992).  

Uncontrollable elements capture a number of external factors that affect companies and 

marketers has very little control over them. These factors are always changing, can create 

new opportunites, but also pose threats (Kotler, 2004). Factors are characterized as being 

uncertain and changeable. The aim is to understand how the various factors affect 

products, distribution, promotion, and pricing, both currently and into the future (Bovee 

and Thill, 1992). The analysis of these factors provides PESTEL (Political, Ecocomics, 

Socio-cultural, Technological, Environmental and Legal) framework.   

The marketing department’s task is to watch the changing environment and adapt the 

strategy of the company. Customer and competition behaviour should be analyzed 

carefully to be able to take advantage of every opportunity and, on the other hand, try to 

avoid threats and solve problems occuring in the market (Kotler, 2004).  Any factor of 

the environment can affect your resources, opportunities, objectives and strategies. For 

instance, some markets can be closed down due tu governemnt regulations or changes in 

demographics can also influence company‘s product, promotion and price (Bovee and 
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Thill, 1992). Therefore, marketes have to think about internal factors, such as the 

marketing mix, in the context of the overal marketing environment.  

1.4.1. PESTEL Analysis 

Political 

First of all, political factors refer to the stability of the political environment and the 

practices and approaches of political parties. Political procesesses along with some legal 

actions may have remarkable impacts on businesses and  international trade (Zikmund 

and D’amico, 1989). 

Economics 

The economy influences producers and consumers alike. The major economic elements 

from marketing perspective are business cycles, consumer income, and customers‘ 

willingness to spend (Bovee and Thill, 1992). If the economy slows down, some 

companies can hardly survive even if they seem to be doing everything right. On the other 

hand, during economic growth, company’s sales may increase without its endeavour. 

Furthermore, if a company enters a new market, general overview of economic situation 

of a particular market, can help to build business there, as the level of economic 

development of the country affects consumer behavior. Consumers in less developed 

countries tend to prefer basic products without any extra features, whereas in more 

advanced nations people are willing to pay for additional attributes and features (Hill, 

2011). 

Socio-cultural 

Socio-cultural factors present the culture of a particular society that an organization 

operates in. It may include level of education, living conditions and lifestyle, 

demographic trends, role of men and women, social classes, immigration issues or other 

values and beliefs (Bovee and Thill, 1992). All these elements influence how consumers 

perceive, use and purchase products. Considering the differences between societies, 

social values strongly influence marketing strategy and international trade.  
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Technological 

Technological trends and developments have a substantical impact on companies. In 

today’s word, the level of innovation and technological development is high. All 

departments within a business use technology and information technology in one form or 

another. Naturally, there are differences between companies in the levels of technology. 

Kotler (1999) claims that the market leader is who innovate successfully and 

continuously. This suggests, that adapting to changing technology is a crucial step in 

becaming a successfull player and competitor in the market.  

Environmental 

The availability of natural resources, treating the environment and climate, waste disposal 

and recycling processes or geological events cover environmental factors. These factors 

and its changes affect everyone in the economy, whether positively or negatively (Bovee 

and Thill, 1992). For instance, lack of natural resources can damage a business, on the 

other hand investing in renewable sources can open new opportunities.  

Legal 

Companies need to monitor regulations and legislation developments that can support or 

hurt their operations (Kotler, 1999). Laws and regulations cover a large field of issues, 

including pricing, packaging, distribution and product labeling, branding or others (Bovee 

and Thill, 1992). It influences the marketing mix of a product complexly, thus, it is fairly 

important to understand the regulatory environment and meet its demand. Moreover, 

when doing business in other coutrny, companies have to know and follow the local rules.  

1.4.2. Competition 

One of the most important aspect of the marketing environment is competition. 

Competition is the rivalry between companies approaching the same set of customers, 

with the common goal of achiving revenue, profit and market share (Bovee and Thill, 

1992). There are several types of competition. The first is direct competition among the 

companies selling similar products. The second type is indirect competition between 

those who sell similar products, but with different strategy. The last one occurs between 

companies whose product can be substituted (Bovee and Thill, 1992). 
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Another factor influencing the marketing strategy, mainly pricing strategy, is the 

competitive market structure of an industry. There are four basic types of market 

structures: pure competition, monopolistic competition, oligopoly and monoply. In pure 

competition there are no barriers to entry with unlimited number of small perfectly 

competing firms. Monopolistic competition is a type of imperfect competition in which 

firms have many competitors, but each one sells a slightly different product and hence 

are not perfect substitutes. Oligopoly, the structure in which a market is controled by a 

small number of companies that together manage the majority of the market share. Lastly, 

in monopolistic structure exists only one producer and there are no suitable substitutes 

(Zikmund and D’amico, 1989). 

Designing the marketing strategy includes knowing and understanding the competition. 

The framework of Porter’s 5 Forces can help to analyze competitors and the intensity of 

competition within an industry. 

1.4.3. Porter’s 5 Forces 

A framework is based on the concept of five competitive forces that determine the 

competitive intensity and attractiveness of a market (industry) and help to define 

weaknesses and strengths of the industry. The concept is useful when analyzing current 

competitive position of an organization in industry. The ultimate function of the 

framework is to explain the sustainability of profits against direct and indirect competition 

(Porter, 1980). 

The five competitive forces are: 

 Bargaining Power of Suppliers 

 Bargaining Power of Buyers 

 Competitive Rivalry Among Existing Competitors 

 Threat of Substitutes 

 Threat of New Entrants 
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Figure 2: Porter’s Five Forces of Competitive Position Analysis (According to Porter, 1980) 

1.4.4. Porter's Generic Competitive Strategies 

A company’s relative position within its industry defines a company’s profitability 

position, whether it operates above or below the industry average (Porter, 1985). A 

competitive advantage is the basis of above average profitability. Cost or differentiation 

are the two basic types of competitive advantage that the company can have (Porter, 

1985). Then, the company selects the competitive scope in which it aims to apply its 

competitive advantage and achieve its goals. So, there are three basic type of the generic 

strategies: Cost Leadership, Differentiation and Focus, whereas the focus strategy is 

divided into Cost Focus and Differentiation Focus (Porter, 1985).  

 

 

 

 

 

 

 

 

Figure 3: Porter’s Generic Strategies (According to Porter, 1985) 
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In the cost leadership strategy, a company aims to become the leader in terms of cost in 

its industry. The sources of cost advantage are varied and depend on the industry. 

Basically, the assumption to success in achieving cost leadership are access to technology 

that lower costs and to raw materials, effecient logistic or the employment of economies 

of scale (Tanwar, 2013).  

Differentiation involves making the company’s product of service different and unique. 

Proper research of particular market, effective marketing and sales or the ability to deliver 

the product may help companies to successfull differentiation strategy (Tanwar, 2013). 

In the focus strategy, also called a niche strategy, the company concentrates on a selected 

target market. There is hope that focusing and tailoring the marketing mix on the specific 

market helps better meet the needs of that market. This strategy is suitable for small 

companies and for less vulnerable industries with weaker competition (Tanwar, 2013). 

The strategy has to variants. In cost focus a company seeks a cost advantage, 

differentiation focus is targeted on differentiation within the segment (Porter, 1985). 

1.4.5. Key Success Factors 

The concept of key success factors determines a few activities that are the primary 

determinants of success in a particular industry or branch of business. A company should 

figure out these KSFs of the sector and analyze to what extend it meets these factors. If 

the company is good at those aspects, it will help to develop and maintain strong 

competitive position. Finaly, meeting the KSFs is important step to accomplish the 

business goals (Hill, 2011).  

1.5. The Strategic Marketing Planing Process 

Successfull companies from around the world continuously plan their operations, not only 

at the daily level but also the long-term strategies that will guide them through future 

years. The carefully planned marketing activities make the marketing efforts more 

powerful (Bovee and Thill, 1992).  

The results of the planning are captured in the marketing plan. A document that analyzes 

company’s current situation, describes its objectives and the marketing strategy designed 

to help to reach those objectives. The marketing plan outlines several steps in the planning 
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process: assessing a current business situation, establishing objectives by monitoring the 

environment, the company’s capabilities and the marketing opportunities, defining the 

marketing strategy and developing the marketing programs (Bovee and Thill, 1992). 

1.5.1. Situation Analysis 

The situation analysis composes of a description of the current situation and a SWOT 

Analysis. It may include some further analysis of important issues facing the business or 

assumptions about the future (Kotler, 1999). 

Internal factors such as strengths and weaknesses are recognized in the SWOT analysis, 

as well as external opportunities and threats for the company. 

To develop objectives, marketers must monitor factors such as marketing environment, 

an organization’s capabilities and resources and the risk and opportunities in the market 

(Bovee and Thill, 1992).  

1.5.2. Business Objectives 

For the design of proper and effective marketing strategy it is very important to define 

business objectives. Business objectives grow out of an organizational mission, a 

statement of the role the company should play in the market and the way how it wants to 

be perceived by customers (Bovee and Thill, 1992).  

Corporate objectives can be divided into long and short term that are usually shorter than 

a period of one year (Konečný, 2005). Every marketers need to establish objectives that 

are specific and measurable. To define the oranizational objectives, SMART method can 

be applied: 

Table 1: SMART Method (Konečný, 2005) 

S Specific Objectives should be specific and clearly defined. 

M Measurable Results should be possible to measure and verify. 

A Achievable Solution must be in accordance with the specifications. 

R Realistic Objectives must be realistic in content and time. 

T Timed Objectives must be given to certain time frame. 
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1.5.3. The Marketing Strategy 

As already discussed, the purpose of strategy is to choose the most effective way of action 

to fulfill objectives. Designing the strategy must fit into company’s strengths, minimize 

its weaknesses and take opportunities while avoiding the threats of a particular market 

(Bovee and Thill, 1992). 

The introduction of the marketing program, the action plan that through defining the 

target market and tailoring the marketing mix outlines how to get to desire position within 

the market/industry. 

1.6. Marketing in Industry 

The marketing of industrial goods is different than the marketing of consumer goods.  

Industrial goods are products used in the production of other products (Nickels, McHugh 

and McHugh, 1987). The goods and services go on among various organizations before 

reach the final consumer. Of cource, there are goods that can be classified as both 

industrial and consumer. For instance, a company may produce a product that is sold 

directly to the consumer or can be sold to other manufacturing company. 

The demand in industrial markets is a derived demand. This means, for example, that the 

demand for new automobiles creates the demand for industrial products such as tires, 

batteries, glass or plastics. Furthermore, the production of automobile engines influences 

the machinery industry. So, there are many middlemen who stand between producers and 

final consumers and industrial companies are subsuppliers to other industries.  

Some further aspects that make industrial marketing different are (Nickels, McHugh and 

McHugh, 1987): 

- The demand if relatively inelastic. That is, changes in price do not eminently 

influence the quantity demanded. 

- The number of customers is relatively few. There are only few customer’s 

companies compare to the whole consumer market.  

- The size of industrial customers is relatively large. Many industrial customers are 

large organizations and significant employers. 
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- Industrial markets tend to be concentrated, for example, high voltage construction 

are demanded in developing countries, because of the infractructure and 

construction development. Then, the marketing efforts are targeted on particular 

geographic area. 

- Industrial buyers are generally more rational in their selection of products. The 

„total product offer“ is properly weighed. 

- Industrial sales tend to be direct. The products are sold directly between 

subcompanies, that is, the producer of engines sells directly to the automobile 

manufactures. 

The way of promotion is another important thing influencing the marketing strategy of 

industrial goods and services. Industrial products are much more sold through salespeople 

than consumer goods (Nickels, McHugh and McHugh, 1987). 
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2. Current Situation Analysis 

2.1. Zoko, spol. s r. o. 

The company is Czech small enterprise, with 31 employees, established in 1992. It is 

based in its own premises, 25 kilometres from Brno in Lomnička u Tišnova. It is limited 

liability company.  The representative of the company is Ing. Ilja Krejčí. 

2.1.1. Zoko History and Vision 

After founding the company had two employees and was located in the place of living of 

owner. Manufacturing activity was run in rented premises. Over time, the company has 

developed, the number of employees increased and the need to expand the production 

facilities has appeared.  

The company rented the premises from agriculturists in the village of Lomnička near 

Tišnov. Until 2006, Zoko has gradually became the owner of the whole complex. The 

entire facility was renovated for the purpose of metalworking production (a sewer, gas 

and complete reconstruction of electrical wiring). 

The vision of company’s operating is to respond to demand of immediate distance and 

the production for concrete customer based on own or given drawings and manufacturing 

requirements. In the metalworking industry there is a large number of small and large 

companies, so the competition is quite strong. Thus, the owner‘s target how to 

differentiate and gain customers is the emphasis on quality, realiability and precision. Due 

to the quality of products and the complexity of manufacturing facilities, the company 

aims to satisfy even the most demanding customers. 

2.1.2. Company Objectives 

Company objectives are connected with the current risky situation. 

 To mitigate or spread the risk is the essential goal. Thus, to gain a new long-term 

strategic partnership with a new customer.  

 Consequently, to find a good new investment opportunity for employment of idle 

retained profit. 
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 Next, to grow and exploit company‘s mechanical engineering skills (as today the 

majority of production scope is serial production for SubCon where no special 

skills are required). 

 Foster company culture – improve managing people and work attitude. 

 To improve HR activity to find profesionals in the field of metalworking. 

2.1.3. Organizational Matrix 

 

 

 

 

 

 

Workers participating in the production for SubCon are controlled by the production 

manager, because there is the majority of them. More skilled and key employees (only 3) 

work directly under the owner and CEO. They usually work on certain special parts 

according to specific drawings, for instance collet or various type of jigs.  

2.1.4. Financial Resources 

From the introduction of the company in 1992, it has been successfully developing. 

Corporate investments are financed from own resources. For financing of current assets, 

such as material purchases, the company sometimes uses a revolving credit. For purchases 

of fixed assets the company uses leasing, but all of those assets are covered. Furthmore, 

the company has enough capital resources for potential investment in new markets.  

Basic Financial Figures 

The following graph introduces the company through turnover development figures. Last 

year, the turnover reached over 65 mil. CZK.  

As the chart presents, the rapid increase was after 2002, the year when cooperation with 

Austrian customer began.  
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Graph 1: Current and historical turnover in mil. CZK (According to Zoko, 2015) 

2.2. PESTEL Analysis 

With regard to Zoko entry to a foreign market, the German market will be analyzed. The 

aim is to provide information about the new environment and reveal all possbile factors 

that can influence future operating of Zoko in that market. Better understanding of the 

market helps to create a comprehensive plan that will guide operations over future period 

to achieve the company’s goals in the new market. Thus, for a brief overview of the 

German macro business environment the PESTEL Analysis is applied. 

Political 

The construction of the current German political system refers to 1949 when the British, 

French and American areas of occupation (West Germany) were united into the Federal 

Republic of Germany. Later, in 1990 the former German Democratic Republic (East 

Germany) joined the Federal Republic (Darlington, 2014). 

Germany is a parliamentary democracy republic with a bicameral system of government, 

consisting of 16 Lands or federal states (FedGov, 2015).  

The head of state is the President, a mostly occasional function, represents the state, votes 

Chancellor and is elected for a period of five years (Euroskop, 2015). The current 

President is Joachim Gauck. The current Chancellor is Angela Merkel (the CDU), the 

head of the government. A remarkable factor of stability is the fact that there have been 



30 

 

only eight Chancellors in last the six decades, compare for instance with Italy - 37 

(Darlington, 2014). 

The Federal Government consists of the Chancellor and her ministers who are elected 

from the members of the Bundestag and usually belong to the parties composing the 

ruling coalition (FedGov, 2015). From the last Federal election in 2013, a coalition is 

form from the two major parties – the Christion Democrat Union (CDU)/the Christian 

Social Union (CSU) (operates only in Bavaria) and the Social Democratic Party (SDP), 

(Leyser, 2014).  

The two-chamber parliament comprising the Bundestag and the Bundesrat. The 

Bundestag currently has 631 members who are elected directly by the people for four 

years (Deutscher Bundestag, 2015). The Bundesrat is composed of representatives of the 

16 Land governments (Bundesrat, 2015). With a number of members of 69, the Bundesrat 

is much smaller than the Bundestag.  

Germany in EU 

Germany is the largest Member State of the European Union and was one of the founding 

members (FedGov, 2015). There are 96 members of the European Parliament and 29 

votes into the Council of the EU (Euroskop, 2015). Total EU spending in Germany is 

€ 12.245 billion and total German contribution to the EU budget is € 22.820 billion 

(European Union, 2015). Despite the fact, that policy of Angela Merkel has been 

criticized several time, especially during the crisis, German economy is undoubtedly 

engine of the EU and a prime mover of European cooperation. 

Economic 

German economy is the fifth largest (in terms of PPP) in the world and the largest in 

Europe (CIA, 2015). The largest sectors of the economy are mechanical engineering, car 

manufacturing and the chemical industry. By Anderson (BBC, 2012) it is industrial 

powerhouse of Europe and the world’s second largest exporter, whose economic success 

is built particularly on its strong export industries. It mainly exports machinery, vehicles, 

chemicals, and household equipment. The major part of businesses are small or medium-

sized enterprises, where many of family-run companies are world market leaders in their 

branches of industry (FedGov, 2015). 
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Gross domestic product (GDP) in 2013 totalled €2.839 trillion, per capita GDP was 

€34.760, with real growth rate of 0,5%. Industries compose about 30% of GDP (CIA, 

2015). Germany has one of the lowest unemployment rates of 5,3% in EU, youth 

unemployment is 8,1%. Inflation reached 1,6% in 2013 and a budget surplus was 0,1% 

(CIA, 2015). In 2015 a minimum wage of €8,5 per hour comes into effect (in industry, 

even worker takes minimum wage of more than €11 per hour, which is incomparable with 

€2,11 in the Czech Rep.), and the trend is increasing (Vogel, 2014). For more 

macroeconomic indexes and graphs and their forecast see appendix 1. 

Germany has a solid trade surplus. The balance of foreign trade in 2013 reached a surplus 

of 195 million euros (FedGov, 2015). Main trading partners are EU states, USA and 

Chine. For complete list of trading partners and their ranking as well as graph of 

development of German foreign trade see appendix 2. 

Drawn on Anderson’s words (BBC, 2012), Germany’s main strengths are firstly due to 

adopting the euro, what provided a terrific boost of exports. Secondly, stable interest rates 

and the relatively low level of private debt, caused by reserved German companies and 

individuals to spend beyond their means. 

Socio-cultural 

The German education system is highly vocational oriented. People work fewer hours (on 

average 35 per week) and children spend 25% less time at school than almost any others 

(Anderson, 2012). This signifies productivity and precise of Germans. When Germans 

are at work, they are focused and diligent, communicate directly and there is no tolerance 

of discursive elements (Paul, 2014).  

One of the biggest issues facing Germany today is a matter of immigration. Germany 

reported the highest number of immigrants (592 200) in 2012 in Europe (Eurostat, 2014). 

Similarly, the largest number of foreign citizens living in the EU on 1 January 2013 were 

measured in Germany (7,7 million persons), (Eurostat, 2014). Deutsche Welle (2014) 

even ranks Germany as the second popular destination for immigrants in the world (US 

is the first).  
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Immigration issue in Germany 

With one of the lowest birth rate in Europe, Germany's working-age population is 

anticipated to decrease by 6.3 million in the next 15 years, inflow of immigrant is 

therefore crucial for the future of the economy (Rinke, 2015). So, German foreign-

friendly immigration policy is understandable, with regards to stay such a strong 

economic and industrial powerful nation. Without people and especially skilled specialist 

it is hardly possible. German Federal Office for Migration and Refugees (2005) welcome 

immigrants stating that they contribute to the public budget of 25 to 35 billion per annum, 

creates new working opportunities and raises GDP growth rate by 1,3%. Nevertheless, 

this notion dismisses Sinn by recent statement, that on average, each immigrant costs the 

state of 1800 euros (see Reutors, 2015). Also other criticism of immigration in Germany 

is evident. Based on the survey of Eurobarometr in 2014 (see Nardelli and Oltermann, 

2014) more than 20% of the Germans mentioned immigration as one of the most 

important issue facing their country these days, which is higher than years before. Tauber 

(see Rinke, 2015) sees a solution in highly educated and skilled immigrant fulfilling 

certain requirements when immigrating. 

Consequently, immigration is likely to be discussed topic, with cultural impact or conflict, 

especially in another few years. It can influence economic stability, future development 

and also attractiveness of the country. As Wenkel (2014) confesses, the Germans feel a 

bit of xenophobia, even if they do not express it.  

Further social issue concerning Germans is reunification. The living standards are still 

different between the East and West, since the Eastern was taken by Soviets. Even both 

parts are physically unified, people sometimes do not feel as one country (Geary, 2014). 

Thus, it is not advisable to generalize.  

With the EU’s highest average age, Germany is also facing an accelerating decline in its 

working-age population (Wagstyl, 2014). 

Technological 

Few countries have contributed so much to technology and science as Germany. It is 

highly technologically developed country including a number of large, well-established 

research institutions and a number of quality universities (European Commission, 2012). 

javascript:r(2)
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Alongside major engineering, IT and manufacturing industries, it is a country with the 

largest innovation system in the world (for instance in 2012 in automotive industry 40% 

of total cost was spent on innovation), (OECD, 2012). For development of production 

and manufacturing indexes see appendix 3. 

Germany is one of the world’s greatest and technologically advanced producers of metal 

parts, machinery and machinery parts, vehicles, car components, chemicals, electronics 

(CIA, 2015). 

Accordingly, the cooperation with Germans may be a great benefit and step forward for 

Zoko. But, it is likely that the Germans due to their technological advancement, will 

require a high quality level of products and cooperation.  

Environmental 

Among the other European cities, Germany’s urban centres perform better than average 

in terms of protecting the environment and climate (Siemens, 2012). Actually, Germany 

belongs to the best ones, making a major progress in an environmental policy that 

supports green growth (OECD, 2012). During the 2000s, with Germany’s Renewable 

Energy Act, which took effect in 2000 Germany has managed to rapidly reduce energy 

intensity (Bolgar, 2010). According to the EPIA (2009), it has almost 10,000 MW of 

photovoltaic capacity and is the European leader in wind energy (see Bolgar, 2010). The 

increasing share of renewable energy sources demonstrate data reported by the Federal 

Statistical Office (2014), (see appendix 4). 

Environmental regulations can lead to many consequences for businesses. Alongside 

opening new investment opportunities in renewable sources, meeting required regulations 

and standards can bring changes in processes and additional costs for a business. An 

example is the Ecological Tax Reform, which incrementally increase taxes on fuel and 

energy (Knigge and Görlach, 2005). As input costs (CNC-high consumption of energy) 

are crucial for MW companies, regulations have direct effect. This is possible to have 

impact on economic competitiveness of businesses. Likewise, it can cause the increasing 

production cost which, in the end, may lead German industrial businesses to outsource 

production in cheaper regions. 
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Legal 

Even though the open market dominates in Germany, the government has a significant 

role. Government supports the industry in term of bearing costs of R&D, federal 

intervention (defence industry) or subsidizing (particularly the coal industry), (Geary, 

2014).  

The Christian Democrats are viewed as the foreign business friendly party (Gross, 2013). 

Germany applies a varied tax system, having relatively high tax rates on corporations, 

individuals, goods and services contrasting with other countries (Geary, 2014). A system 

of tax equalization is employed, when tax are allocated from wealthier areas to less-

prosperous ones (Corporation Tax - minimum is 23%, average about 30%), (Germany 

Trade & Invest, 2015). Western industries benefit from the banks willingness to support 

a long-term investment and from government incentives. On the contrary, unification 

revealed inability of most eastern industries to compete in a free market (Geary, 2014). 

Foreign trade between Germany and Czech Republic is regulated by European Union. 

Important aspect of a trade is different currency. Whilst Germans use the Euro, in Czech 

Republic is official currency still the Czech Crown. This may logically have various 

consequences for export. The weaker Czech currency is, the greater export is and the 

opposite. 

Germany-Czech foreign trade 

Favourable situation for trade is in case of German and Czech economies. Both countries 

are parts of the Schengen Area and WTO, having abolished border controls, therefore 

completely opening borders. Germany is by far the most important trading and economic 

partner of the Czech Republic (Singer, 2013). Germany with status of European export 

engine plays a key role in the European trade. For Czech Republic as strongly export-

oriented economy is link with German therefore crucial. Strong export figures 

demonstrate statistics. In 2013, German took 30,3% of Czech export, whereas 53,9% of 

it was within the scope of machine industry (Czech Statistical Office, 2014). 

Even Germany is much richer and developed country than Czech Republic, the author 

beliefs that the outsourcing model between these two countries is highly possible. The 

lower living standards in Czech Republic lead to lower prices and costs and therefore this 
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area is an attractive place for western investors. This is supported by Anderson and 

Cavanagh’s statement (2000) that the last few years have shown that especially for large 

enterprises it is worth moving the production abroad – especially to places with cheaper 

labour or accessible natural resources. 

 

PESTEL Analysis summary 

The following table emphasis key findings of PESTEL Analysis of German market. 

Table 2: Summary of PESTEL Analysis 

 
 

Opportunities 

 

Threats 

Political - Politically stable country x 

Economic 

- Strong and large 

economy  

- Mechanical engineering 

one of the biggest sector 

- Industrial powerhouse of 

Europe 

- SME or ME enterprices 

dominate the business 

- High minimum wage 

 

- Different currency 

- Uncomparable larger 

economy than Czech – 

a little change can 

have substantial 

consequences 

 

Socio-cultural 
x - Immigration 

- Different working 

habbits and morale 

Technological 

- Highly technologically 

developed  

- High quality of 

products 

- Research and 

innovation 

Environmental 

- High level of protecting 

climate and environment 

=> Ecological Taxes can 

increase German 

production => business 

are likely to outsource in 

cheaper destinations 

- Required regulations 

and standards can 

bring additional costs 

(propably only in case 

of affiliate) 

- Regulations and 

standards for 

production (depends 

on potential customer) 
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Legal 

- Significat role of 

government - supports 

industries 

- The Christian Democrats 

viewed as the foreign 

business friendly party 

 

- Relatively high tax 

rates 

- Differences between 

western and eastern 

industries 

EU and foreign 

trade 

- Export oriented coutry 

- 30,3% of Czech export 

go to Germany, whereas 

53,9% of that within the 

scope of machine 

industry 

 

- Strong relationship 

with Czech Republic 

 

Both coutries are regulated by the European Union, members of 

the Schengen Area and WTO.  

 

2.3. Porter’s Five Forces of MW industry 

The following part of the thesis examines the ME sector in the Germany and the level of 

competition. The findings are important for Zoko to be able to build proper competitive 

position in the new marketplace. 

Industrial sectors 

Industries are commonly divided into three sectors: primary, secondary and tertiary. The 

first sector involves activities that transform natural resources. Most of the activities in 

first sector forms raw material for the industries within the secondary sector. Activities 

that cover manufacturing and construction are usually parts of the second sector. The 

input from the primary sectors are manufactured into products, which can be used for 

export, sale or as input for other industries. Some examples of leading industries in the 

second sector are: automotive, aerospace, mechanical engineering, transport, construction 

electronics or textile (ECONOMYWATCH, 2010). The metalworking industry is 

positioned between the input of the primary sector and the customers from industries 

mentioned above. The tertiary sector involves services.  

Thus, ME companies act as sub-suppliers to various industries and are well integrated 

into the industrial supply chain. 

 



37 

 

2.3.1. Metalworking industry 

The metalworking industry provides technologies, services and equipment to all other 

industry branches, and also produces finished products. 

Table 3: The Structure of ME sector (Bispinck and Dribbusch, 2011) 

 

 

 

 

 

 

 

The MW industry is among the main economic sectors in Germany and is important for 

the German economy in terms of employment and output. It employs about 1 million 

people, and in 2012 the industry achieved revenues of more than €209 billion (FMEAE, 

2012). 

 

 

 

 

 

Graph 2: German MW sales volume (bn euro), (FMEAE, 2012) 

It counts for about 20% of the total German export output. And, exports account for 50% 

of German GDP (Wagstyl, 2014). Germany is the biggest distributor of metalworking 

output in EU27. The major sub-sector within the MW sector is the automotive industry 

(75% of demand for MW products (ECORYS, 2009)). 
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Graph 3: EU27 MW sector output (ECORYS, 2009) 

The private owned SMEs are dominant in the sector, counting for 75-80% of both output 

and employment (ECORYS, 2009). A very small percentage of SMEs are operating with 

venture capital/private equity investments. The finance sources of SMEs used for 

financing operations and investment are from 50% equity based. Whilst, only in 25% 

cases come from banks (ECORYS, 2009).  

In German MW sector, the most important raw material (50% of inputs cost) for 

production are wire rod, aluminium and copper products, that are imported thus the 

domestic price is higher than the import one (ECORYS, 2009). 

Rivalry Among Existing Competitors 

There is a large number of companies operating in the metalworking industry. About 7000 

enterprises according to ECORYS (2009). The MW market in Germany is highly 

developed and saturated, therefore companies compete in quality, delivery time, 

exploiting relationships with suppliers and definitely costs. Operating in MW industry 

brings high proportion of fixed cost and therefore increase rivalry. Due to the fact, that 

the majority of firms are SMEs, changes in volume of production is for them crucial and 

affect directly their competitiveness. Companies are persuaded to differentiate as much 

as possible. But, switching costs are low (due to various purpose machines), which also 

lead to increasing rivalry (CECIMO, 2011). On the other hand demand for the 

metalworking industry in Germany is high, market is growing and the industrial 
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production is the backbone of the country (see PESTEL and the MW industry analysis). 

The level of rivalry could be marked as moderate-strong.  

Threat of New Entrants 

Barriers of entry are high, thus the threat of new entrants low. Firstly, required capital 

expenditure are high. A new company is expected to have enough capital to buy 

specialized technology, plants, machines and equipment. Secondly, economy of scale is 

hardly possible, less so in sectors with such a number of SMEs (CECIMO, 2011). 

Companies can either risk to enter the market with economies of scale and face the 

pressure of existing competitors, or to enter the market with small scale of economy, 

which is also inconvenient. This creates a barrier to entry which results in fact, that profit 

generated by industry remain for those already in the sector. Next, already existing firms 

have established relationships with suppliers. For a new entrant, it is supposed to be hard 

and take time to build trustworthiness and such relationships. Furthermore, a new entrant 

should be aware that is able to source raw materials competitively. Finally, the required 

level of innovation and specialisation in the MW industry, is possible to cause entry 

barriers. New competitor might be reluctant to engage to such a level of requirements. 

Bargaining Power of Suppliers 

The prices set by suppliers are approached by the vast majority of companies as 

significant determinant affecting their competitiveness (ECORYS, 2009). As input 

materials are the most important input cost (CBI, 2012), changes in prices would directly 

influence the cost of production and operating margin. This suggest, that companies are 

dependent on suppliers of wire rod, aluminium and copper products and therefore are not 

able to influence the price. Moreover, suppliers of row materials are usually large 

companies, compare with SMEs in MW sector (ECORYS, 2009). On the other hand, 

considering the fact that customers of the MW sector include automobile manufacturers, 

transport, mechanical engineering and other sectors, the suppliers of raw material are also 

dependant on demand for final product of these industries. Namely, their existence is 

conditioned by orders received from the MW sector. To conclude, the authors assumes, 

that suppliers appear to have more or equal bargaining power. 
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Bargaining Power of Buyers 

In fact, large share of SMEs within the metalworking industry are in a bargaining squeeze 

between large customers and suppliers (ECORYS, 2009). They are in a role of something 

like “middleman”. As mentioned, customers of the MW sector include various industries, 

where there are some very large firms. Especially in the automobiles sector, where many 

of companies are globalised, the pressure to minimize costs and stay competitive 

influences the MW firms. The bounded bargaining power of MW firms cause the press 

on margins and thus leave little space for the MW firms to breathe when costs raise up. 

Therefore, the buyers bargaining power is ranked as high. 

Threat of Substitute Products 

There is evidence of cases when metal products were substituted by other materials. 

Automotive industry can be an example, where chromed door handles were replaced by 

easily solvent painted ones (European Commission, 2006). Likewise, packaging of some 

container were changed from metal to plastic, which reduced the demand for metal 

coating. Further example can be car light reflectors, where for production where used 

moulding from plastic with vapour deposition of a metal, rather than metal plating of a 

steel pressing (European Commission, 2006). The accessibility of metal substitutes 

performing comparable characteristics (along with lower cost) is likely to create 

competitiveness problem for the MW sector. However, is it perceived by most of 

companies as having little impact (CBI, 2012). As metal products have certain intrinsic 

features it is hardly possible to replace them by alternatives (ECORYS, 2009). This gives 

them a stronger competitive position. The risk of substitute is concluded as small. 

2.3.2. KSF of the MW industry 

Drawn on information and knowledge gathered in this paper, the author identifies the 

key success factors essential for developing and maintaining the competitive position in 

the MW industry as: high product quality, innovative products and processes, competitive 

costs and costs of production, the R&D base, skilled workforce and stable relations with 

the suppliers. As less important, bus still important assumes the service quality 

accompanied the product and collaboration with vocational and education institutions, 

which can be source of innovation or trained workforce. 
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Porter’s Analysis summary 

Table 4: Porter’s Analysis summary 

  

Opportunities 

 

Threats 

Metalworking 

industry 

- Growing segment 

- Backbone of German 

industries 

- Large number of 

SMEs 

x 

Rivalry among 

existing 

competitors 

 

x 

Moderate-strong 

- A large number of 

companies 

- Saturated market 

- High fixed costs 

Threat of new 

entrants 

 

High barriers to entry => 

threat of new entrance low 

- High capital 

expenditure is 

required 

- Relationships with 

suppliers 

- Take a time to build 

trustworthiness 

Bargaining power 

of suppliers 

 

- The existence of 

suppliers is 

conditioned by 

orders received from 

the MW sector 

Bargaining squeeze – suppliers 

have more or equal power 

- Prices are set by 

suppliers (material costs 

are the most important 

input cost) 

- Suppliers are usually 

large companies 

Bargaining power 

of buyers 

 

x 

Bargaining squeeze – bargaining 

power of buyers is high.  

- Large companies from 

major industries set the 

prices, indicate demand  

Threat of substitute 

products 

 

Threat of substitute is low 

- Certain intrinsic 

features of metal 

products - hardly 

possible to replace 

- Controversial ME 

industry in terms of 

input material. 

Future entrance of new low 

quality but cheaper products 

from developing countries. 
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2.4. Customers 

Generally, company Zoko is engaged in the industrial production within the secondary 

sector. 

Regarding the focus on metalworking, the scope is quite broad. The company can be a 

sub-supplier to industries as diverse as automotive, aerospace, mechanical engineering, 

transport, construction or electrical industry, as it is mainly currently. Therefore, the 

development and situation in all these industries are relevant. Demand for products of 

these industries is reflected in MW industry.  

Thank to the flexible production programme Zoko is able to manufacture nearly 

everything what has something common with metal-machining. And as customers of the 

metalworking sector are from various industries, Zoko has a wide scope of customers.  

Currently, high voltage components go to electrical industry, for the automotive industry 

it produces brake and clutch cylinders and small preparations into heating systems. Other 

supportive preparations and tools are for a production of other industrial machines.  

SubCon 

SubCon is an Austrian engineering company engaged in processing of projects for high 

voltage substations, founded in 2000 by four partners. In 2003 SubCon gradually 

transferred the production from Germany to the Czech Republic (to Zoko). Today, the 

company operates over the whole word, particularly in Europe and Asia, where 

infrastructure is developing. SubCon is one of the market leaders in high voltage 

substations connectors. 

The crucial question for Zoko is in which stage of life cycle the production is. After the 

discussion with the Zoko’s owner, the author of this thesis concludes, that the production 

is finishing growth stage or has already reached the maturity period. Moreover, SubCon 

is constructing its own production facilities next to joint-ventured foundry close to Brno. 

The possible reason is to control the whole production process, thus not to be dependant 

on Zoko in case of SubCon sale. This is relatively hypothetical, but it poses high threat 

on Zoko.  
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Graph 4: SubCon share on total Zoko turnover (According to Zoko, 2015) 

Although there is little increase last year, the situation is serious – the SubCon composes 

of 88% of total Zoko turnover.  

So, even the production of high voltage connectors is for Zoko vital, managers should be 

aware of risk that this situation may bring. Reaching new markets and new customers are 

very important strategic step for the future. 

2.5. Suppliers 

Thank to the long company history, Zoko has built relatively reliable and well-established 

channels of suppliers. It has relationship with local foundries, hardening and heat 

treatment companies. Also, a number of contacts to producers of wide range of raw 

materials is considerable. There is a hope, that Zoko could use these relationships even in 

the future after entering the new market. 

2.6. Marketing Mix 

2.6.1. Product 

As mentioned above, Zoko operates in the metalworking industry. Its products are mainly 

according to customer‘s specifications and requirements. In fact the company produces 
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for another company. The product is made from some kind of metal. 

Currently, it is especially focused on machining of aluminium casts for high voltage 

power substations (see figure 1), which is the majority (80%) of the whole production of 

Zoko. High voltage production is the serial production, exported to Austrian customer 

SubCon after the assembly. Production is according to given SubCon’s drawings and 

requirements.  

 

 

Historie a poslání firmy 

 

 

Figure 4: An example of high voltage production (Ribe-SubCon, 2015) 

Other activities concern piece and small batch production of various parts for machines 

(Zoko, 2015): 

 collet production (cca 18 types of spring and feed collets) 

 clump and positioning jigs 

 measuring jigs 

 assembly and testing jigs 

 simple tools 

 drilling jigs 

 various parts according to given drawings according the customer´s requirements 

 

 

 

 

Figure 5: An example of metalmachining of various parts (Zoko, 2015) 
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Production is the transformation process in which inputs are transformed into outputs. In 

case of production for SubCon material inputs constitute aluminum castings. The finished 

product is then a specific component for the construction of high-voltage substations. 

Castings are bought from suppliers - foundries based on orders in advance to ensure 

deadlines.  

Last activity is the production of brake and clutch cylinders for tractors, forklifts and 

lorries based on own engineering. But, it is small piece production with low demand.   

 

 

 

 

 

Figure 6: An example of the brake cylinder (Zoko, 2015) 

To summarize, Zoko has not its own product, except the production of brake and clutch 

cylinders. Therefore, the majority of production is based on the customer’s drawings and 

specifications. In fact, Zoko provides the customer with metalworking services.  

2.6.2. Price 

Metalworking companies are in bargaining squeeze between customers and suppliers 

(more in cap. 2.5.5). The same situation is in Zoko. Prices are set by SubCon. SubCon 

has a special contract stating that all production is hold in Zoko. SubCon is Zoko’s 

primary customer and therefore it put pressure on prices. As SubCon production is serial 

production, there is a little space for margin. So, the profit here is created mainly by 

volume.  

SubCon determines the prices on the basis of competition in Europe. Particularly, they 

compete with the other 3 major European players in the price war.  

Similar scenario occures with other Zoko’s customers, only in CZK (atleast there are no 

exchange rate complications, more in cap. 2.3). Machining of various parts usually 

require highly skilled workforce, which is today shortage. Thus, there is a high price but 
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with higher margin. However, the customers are willing to pay the price.  

Most of the other customers are within the automotive industry. Thus, prices are affected 

by developments there. 

2.6.3. Place 

The products are distributed directly to customers. Customers are usually other businesses 

using the product for further proccessing, manufacturing or assembling. In case of various 

parts for machines, the customer is final consumer.  

For exporting the goods to Austrian customers, the transportation company is contracted. 

The company also handle with all required documents accompanied the export process. 

Dealing transportation issues is the task of SubCon. Based on delivery times and 

communication with Zoko’s production manager SubCon orders (and also pays) a 

transportation truck. Usually the exportation takes place once a week.  

2.6.4. Promotion 

Due to the fact that most of the production is based on the customer requirements, Zoko 

has no effort in promotion these products. It has only the role of provider. Promotion 

activities are the task of the customer selling the final product. 

Another point is the promotion of the company itself. Namely, its metalworking services. 

Very poor promotional activities are employed in the company. In case of personal selling 

or sales promotion even none. Company’s website are the only promotional tool, but the 

design and construction could be more attractive. In the past, Zoko tried to use some 

advertising, but is was concluded useless, expensive and not efficient. Moreover, the CEO 

finds advertising or other promotional tactics hard to design because of the large target 

group. 

2.7. Exchange Rate differences 

There are some exchange rate issues that Zoko has to face when cooperating with 

SubCon. Different currency can be in some aspects convenient, but also a drawback.  

Austrian company SubCon is among the companies in the Eurozone, where valid 

currency is the euro (EUR). On the contrary, although Czech Republic is today also part 
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of the European Union, the Czech Crown (CZK) is still used as the legal tender. All prices 

are contracted in euros as well as invoices calculated by Zoko, but the labor and overheads 

of the company Zoko are paid out in Crowns. It follows that the turnover and thus the 

profits of Zoko is strongly influenced by the exchange rate of the CZK against EUR. 

Because of stable economic growth around 2006, relatively high interest rates of CNB, 

export-oriented economy and last but not least due to the speculative stock market traders, 

there was a rapid strengthening of the Czech currency. That had a negative impact on 

sales growth because Zoko had contracted prices at a level higher than the real rate. On 

the other hand, in recent years the situation has turned around and Zoko was in 

advantageous position because its contract prices were establihed for exchange 24 CZK / 

EUR, but the real rate was mostly above 25 CZK / EUR. In the last months thank to the 

intervention of CNB exchange rate has moved even above the 27 CZK / EUR. The 

amount of turnover in the last year was largely influenced by these foreign exchange rate 

difference. The question is how long the Austrians will be willing to agree on such 

exchange rate.  

The issue of exchange rates is very important because it will concern the company also if 

entering the new market, as Germany uses the euro as well. 

2.8. SWOT Analysis of Zoko 

The last part of the situation analysis summarizes internal strengths and weaknesses of 

Zoko, as well as external opportunities and threats that pose on the company. The analysis 

was drawn with regard to the German market entry.  

Strengths 

 Expertise in metalworking  

 Skilled core workforce 

 Flexible production programme 

 Various-purpose machine equipment 

 Engineering skills 

 23 years of experience in MW  

 Reliability 
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 Quality of products 

 Precision of tool-room work 

 Solid economic results (from establishment in 1992 profit and turnover has been 

increasing) 

 Self-financing and equity for investments  

 Knowledge of German language. 

 

Weaknesses 

 Poor marketing 

 Lack of promotional activities (absence of a salesperson and participation on MW 

fairs and shows) 

 Aging core workforce 

 Lack of skilled workers at some positions 

 Dependence on person of CEO and owner (to some extand operating stands and 

falls with this person) 

 Absence of some quality certificate 

 High dependence on single customer 

 Location – the company is settled in the village. 

 

Opportunities 

 Internationalization – opportunities on new markets, international customers 

 Strong industrial German market 

 Expanding on other international markets 

 Exploration of niche market within the MW sector 

 Using new technologies and renewable sources 

 Unemployment in South Moravia (availability of skilled people), (CSU, 2015) 

 Consolidation or strategic partnerships (to strengthen competitive position, be less 

vulnerable (as SMEs are), gain partner engaging in innovative and RD activities 

and increase bargaining power towards suppliers and customers. 
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Threats 

 Decreasing volume of SubCon production 

 A bargaining squeeze between customers and suppliers 

 Lack of skilled people on the market 

 Fiscal policy of CNB (future development of the Czech currency) 

 „Low cost production=low cost quality“ approach of  potential German customers 

 Entrance of new low quality but cheaper products from countries such as China, 

Japan or Vietnam 

 Future development of Czech-German foreign trade 

 Decreased demand for MW products 

 Increased price of inputs (energy, raw materiál - steel, workforce) 

 Floods – as the factory is next to the river (something like cent-year's flood would 

cause large damages, the company has no insurance for case like this) 
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3. Proposals – Marketing Plan to Enter 

Market research included analyses of macroenvironment, the particular industry and the 

company itself will be shortly evaluated first, then the proposed marketing mix will be 

determined along with other recommendations and suggestions.  

3.1. Evaluation of Competitiveness 

Supported by results of the PESTEL analysis, the German market appears to have proper 

business environment with the developed and demanded MW industry. To expand on 

such a strong industrial oriented market with substantial export relationship with the 

Czech, supported by geographical convenient location, seems to be a prudent step.  

The reason why the Germans might be interested in Zoko shows the trends when they 

move or outsource production in eastern countries. Based on the Zoko SWOT analysis, 

the author concludes the company to be able to meet KSFs in terms of low production 

costs, skilled and experienced workforce and product quality. Thus, it has a potential to 

succeed on the particular market. Moreover, German firms are demanding Czech 

technicians and engineers with knowledge of German language (Francova, 2015). 

Nevertheless, there are many already existing firms in the MW sector. And is it rather 

prudent to understand that Zoko enter a saturated German market where a competitive 

advantage should be even more emphasised. Thus, it is crucial for Zoko to develop some 

competitive advantage. The author see such a competitive edge primarily in the 

significantly cheaper production, while maintaining a certain level of quality. It could be 

achieved especially by availability of cheaper sources of labour. Therefore the Zoko is 

able to offer better price, which, at the end, increase competitiveness of a German 

company. 

Despite the fact that Germany is a close market, the business environment is very 

demanding and ruled upon tough competition. The chances of success have primarily 

companies offering quality and reliable products with good and sophisticated active 

promotion. 
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3.2. Marketing Mix 

3.2.1. Product 

It is not possible to enter the German market with the product that Zoko produces for the 

SubCon, as it is not its own product, it only produces it and exports to Austria. Know 

How and the patents are the property of SubCon. Similar situation is in case of other 

products. Only the brake cylinders would be possible, but this product is unimpressive 

with low demand. 

The author proposes two options. As the first option it is suggested to develop the 

production program based on own company’s engineering and thus apply its mechanical 

engineering knowledge. The possible result in the future would be an own product. This 

step would demand large market research to find a niche in the market and other analyses 

of competitors and suppliers. Moreover, the introduction of own product would be a long 

process. And, unless a product is so specific for its features so that it fills a gap in the 

market (which is well saturated in Germany), it has a negligible chance to succeed.  

The second and more realistic option is to enter the market with metalworking services. 

It means to offer its technical skills and manufacturing equipment. This option is 

supposed as more convenient, prompt and viable regarding the current situation. With 

focus on metalworking, the scope of potential customers is quite broad.  

As already mentioned, Germans very positively perceive high quality, packaging and 

overall design. Also, modernization and innovations that assure them about the 

development of the product are expected. Therefore, the emphasis should be on these 

attributes. However, the best scenario for Zoko would be providing the German customer 

with entire production process (including buying and preparation of raw materials, heat 

treatment, drilling, machining, assembly, material controlling and export processes). The 

parts of the production such as – engineering, R&D, design, marketing and the 

manufacturing of machines would remain in Germany. In fact, the same method as Zoko 

applies currently. This is higly possible, becuase as Gross (2013) states,  Germans treasure 

their Know How and move only stages of production, assembly or manual task. This is 

suitable situation for Zoko, as they are short of R&D and innovation processes. So, the 
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model when Germans provide engineering and Zoko the whole production is highly 

possible.  

In any case, the emphasis on high quality of products is important. As the SWOT analysis 

of the company shows, Zoko is able to meet it to sufficient extend as it seems to have 

proper technological knowledge and experience. However, it would be rather prudent and 

helpful if the company attempts to obtain some certificate of quality. As some other 

components that may make the service more attractive, it is recommended to maintain 

reliable cooperation – particularly in terms of time of delivery, reclamations or other 

services. Also the way of packaging could address a potentical customer - safe and proper 

packing methods should be discussed.  

Certification 

With regards to high demand on quality of products, it is recommended to achieve quality 

certification. The author supposes this step as fundamental and very helpful when 

attracting customers in the German market.  

The recommended certificate is ISO 9001, which focuses on management of quality and 

is applicable in any company in all fields of production and services. It is a globally 

recognized standard. The standards provide guidance and tools for companies and 

organizations who want to ensure that their products and services consistently meet 

customer’s requirements, and that quality is consistently improved (ITC, 2015). 

Benefits of certification (ISO, 2015), (ITC, 2015): 

 Stabilization of the reached quality level of the products 

 Increasing the company's trustworthiness in regards of customers and other 

business partners 

 Setting rules and order in activities within the company – cost savings 

 Access to new markets 

 Prevention of defects by preventive actions 

Certification process consists of 3 basic steps (ITC, 2015): 

1. Working out of documentation 

2. Putting QMS into practice 
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3. Certification by an accredited certification body 

4. Surveillance audit 

The times of preparation of documentation and putting the system into operation are 

individual (it usually takes several months). 

Recommended reading about certification: ISO 9001 for Small Businesses, Year of 

publication: 2010, written by a group of ISO/TC 176 experts. 

Today, there are 12679 of certifications in Czech Republic and 56303 in Germany (ISO, 

2015). Interestingly, with respect to countries population, there is two times more 

certificates in Czech than in Germany.   

3.2.2. Price 

This part of the marketing mix should be a fundamental tool to succeed in the German 

market. As presented in the PESTEL analysis, the German production is much more 

expensive then the Czech, particularly because of labor costs. The best comparison can 

be shown on the cost of machine hour. Zoko counts €21,8 (Zoko, 2015) and in Germany 

it is about €60, which is three times more.  

A price for paticular product/service will be communicated as soon as the contact with 

potential customer will be established and all product’s features and specifications will 

be clearly defined.  

3.2.3. Place 

The most convenient way of distribution would be to apply the model which is already 

used in Zoko. Once the product is finished the contracted transporation company deals 

with export to a particular region. Regarding the fact that Zoko has experince with such 

a model and even has some contacts for transporation companies, it would be even able 

to hold the whole exporting activities itself. 

The whole production process would start by receiving an order. Then, Zoko would send 

orders for materials and other components to its suppliers. The finished product would be 

directly shipped to a particular company or to a final customer.  



54 

 

If a new partner would prefer a product from aluminium, steel or other metal alloys, Zoko 

could use its current supply channels. In the case of special requirements of raw materials, 

Zoko would be obliged to find a new supplier. But there is high probability that the 

prefered material will be one of mentioned.  

3.2.4. Promotion 

Naturally, Zoko put no effort in promotional activities, because the most of the production 

is for one customer that is contracted. By this contract Zoko has the priority and thus the 

sure of enough work (but only in short-time view). In fact they are dependent on this 

customer. That is just the reason why the effort to the promotional activities in new 

markets or inventing own new product should be even greater. 

As the company operates in the metalworking industry, it has to adapt its promotional 

methods to this sector. So, due to the B2B characteristics of the ME sector and company’s 

product, it has little sence to apply, for instance, TV or radio ads which is quite expensive 

and address a lot of people who not all are the target group. 

However, promotional is rather important for Zoko when entring to Germany. As it is a 

new market and Zoko need to find its customers there. The proposed promotional strategy 

should help to break into the market. 

3.3. Communication strategy 

The objective of communication strategy is to improve marketing activities in Zoko 

company. And, through employing the strategy to identify, communicate and establish 

new long-term relationships with German companies.  

3.3.1. Sales support  

As the first, it is recommended that Zoko should establish a department in the company 

that will deal with marketing activities. Partly works on marketing and promotion, which 

is very poor today, but also deals with the strategic development of the company. 

Presently, there are no people dealing with such issues in the company.  

One of the job description of the department could be also developing and maintaing 

relationships with existing customers (except SubCon company). It means those 
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customers who represent the remaining 20% of turnover. Searching whether they are 

satisfied and all their needs are fulfilled. The result could be improved relationships or 

even extension of orders that could improve Zoko risky position.  

3.3.2. Personal selling  

Regarding the type of industry and its product, the author supposes personal selling for 

Zoko as fundamental and the only way how to succeed in the German market. Personal 

selling should be the primary element of the company’s promotional mix.  

The reason is personal approach to potential clients with the aim to find their needs and 

after that offer them Zoko’s services. There is need of personal approach to communicate 

all possibilities, negotiate the prices and at the end to find the total solution tailored to 

customer requirements. Another argument for importance of salesperson is fact that 

within industrial markets there are less potential customers compared to the consumer 

markets and the amount of money involved in purchases is large. As the cost per sales 

though personal selling is quite high, companies have to properly manage and integrate 

the whole personal selling process.  

It is clear that this type of communication technique will be quite expensive to employ. 

The salesperson should be properly trained with technical knowledge. He/she may spend 

considerable time in designing and delivering a message suited to the indivitual customer. 

In addition, the salesperson can meet only one customer at a time that makes it a 

costly affair of reaching a large audience. 

Selection of salespeople  

The pre-step in the whole selling process is the selection of a salesperson. The salesperson 

should be familiar with particular industry, competitiors, Zoko’s services and production 

programme. He/she should be also trained in the selling techniques with good 

communications skills.  

Hence, Zoko has two options in recruiting salespersons: internally and externally. The 

first option, internal recruitment, would be probably more cost effective method, as the 

company would use the existing employees. The advantage is that no further training of 

company’s environmnet and product knowledge would not be required. In the second 
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option, Zoko will focus on looking outside the company for potential candidate. Although 

external recruitment could be costly, the addition of a well-experienced salesperson with 

the good knowledge of the German metalworking industry would probably outweigh the 

monetary costs. A great variant would be to find an agent who already has his own 

distribution channels and therefore get the Zoko into the German market much faster. 

Motivation and compensation of salespeople 

Importance of motivation and proper compensation technique of salespeole is recognised, 

becuase Zoko’s succcess in German market highly depens upon their activity. Zoko can 

use two general types of motivation tools – financial and non-financial. More important 

are financial tools that are widely perceived as having highest value. An appropriate 

compensation plan should consider objectives from both the company’s and salespeople’s 

viewpoint. The compesation plan could be build on structure as followed: 

- Job description – Promote/sell/secure Zoko’s services to existing and prospective 

customers through a relationship-based approach. Demonstrate products and 

services to existing/potential customers and assists them in selecting those best 

suited to their needs. 

o Develop and maintain business relationships with current customers 

(except SubCon). 

o Make telephone calls and in-person visits and presentations to prospective 

customers. 

o Researche sources for developing prospective customers and for 

information to determine their potential. 

o Participate in trade shows, exhibitions and conventions. 

o Supply director with oral and written reports on customer needs, problems, 

interests, competitors, and potentials for new products and services. 

- Setting up specific objective - To gain new customers of total €150 000 sales 

volume in time horizont of one year.  

- Decide the compesation mix – Combination of fixed component and motivation 

commission: 

o Salary of 30 000- 35 000 CZK / €1090 - 1273  (Paid monthly in CZK by 

Zoko as fixed income) 
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o Commission rate as a percentage of annual sales volume achieved by the 

salesperson (in EUR) 

Sales:  Up to €100 000 – 3% 

From €100 000 to 200 000 – 4% 

Above €200 000 – 5% 

Levels of pay for salary was suggested based on research of ISPV (2015) and comparison 

with similar positions in particular industry. Also, company‘s location was considered. 

For final decision, education, experience and skills would be also taken into account. 

The compensation model can be used for both internal and external recruited salesperson. 

But, in case of an external sales representative who already has its own distribution 

channels, which would help to reach the German market much faster, the level of pay for 

both salary and commission would be probably even higher. 

3.3.3. Sales promotion and advertising 

Concerning the sales promotion and advertising, it is recommended to create presentation 

documents that could be used in some fairs, confereces, internet companies’ profiles or 

presented directly to concrete potential customer. The presentation materials should 

contain summarization of machine equipment and its capabilities. Further, the author 

proposes to build the presentation on strengths of the company, particularly: 

- 23 years of experience in MW  

- Expertise in metalworking  

- Pricise and quality products 

- Reliability and trustworthiness (supported by references) 

- References – it is recommended to gather references from all main customers 

(SubCon and others) 

Several organizations offer registration of company’s profile to various brochures, 

databases or registers which are used to approach and contact prospects.  

It is important to ensure that all materials are provided in German language, which is said 

to be welcomed and perceived as trustworthy by Germans (Hošťálek and coll, 2012). 
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Company’s websites  

Another component that could be improved is Zoko’s websites. Todays appearence and 

construction is quite old fashion. Photos of production properties and products are out of 

date and even description of machine equipment is inaccurate. Attractive design with 

smart features could help to address potential customers when looking at company’s 

profile. 

3.4. Proposal of selling process  

Because industrial relationships between the producer and client are often long-term and 

involves large orders, the process from first moment to final sale is more complex than 

the process between a business and a private customer. Therefore more effort should be 

donated to the whole selling process, where a salesperson has a significant role. The 

proceeding of selling process is suggested as followed.  

Determination of possibilities 

Pre-step in the process that should be done is an analysis of current production facilities. 

It means detailed description of machine equipment and especially its capabilities. It is 

suggested to prepare a document including possible size, type of material or other 

attributes of optimal potential product. In another words, to summarize what the 

company’s machines are able to produce. This document could subsequently help when 

creating the presentation about the company for sales promotion purposes.  

Defining the target segment 

The process starts by determining the target segment in the German market. The wide 

scope of the MW industry is a great advantage but also a drawback. Hence, it is suggested 

to focus on a particular segment within the MW industry, which make the company more 

unique and differentiated. Moreover, in contemporary situation, it is hard to know and 

analyse competitors, as there is a large number of them. Further, to avoid participation of 

German management in Zoko after starting partnership, the author suggests to focus on 

small businesses, especially private owned ones - the companies similar in size as Zoko 

itself.  
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Prospecting 

In the first step the salesperson determines a list of potential company’s clients. There are 

various sources from which the salesperson can get information. The followed are some 

particular sources that the author finds as useful and suitable for the industry. The aim is 

to identify primary those who fit the company’s profile and have interest to buy Zoko‘s 

service.  

Websites 

 Czech Trade (www.czechtrade.cz) - the government's export promotion agency 

of the Ministry of Industry and Trade, which deals with processing information 

about world markets, export opportunities, finding business contacts, researching 

product interest, presentations of companies on the CzechTrade stand at fairs and 

exhibitions and provides assistance services. Within the Export Academy 

organizes training events in international trade, corporate seminars, courses for 

exporters, customized corporate training and export conferences. Czech Trade has 

subsidiary in Germany in Düsseldorf.  

 German Trade & Invest (www.gtai.de) - federal agency for promoting foreign 

trade and investment, which provides current information about Germany and 

investment opportunities.  

 iXPOS – Germany Business Portal (www.ixpos.de) - exists as a central contact 

platform and contains many practical territorial information that are relevant for 

exporters. Companies can find here links to other government organizations, 

associations, industrial and chambers of commerce, international organizations, 

and other useful information. It is also possible to present company’s demands 

and offerings. 

 Germany-Czech Chamber of Commerce and Industry (www. 

tschechien.ahk.de) – the part of a worldwide network of bilateral foreign 

chambers of commerce. It actively promotes economic cooperation between the 

Czech Republic and Germany: supports Czech companies entering the German 

market and provides expert advice on all matters related to the entry, offers Czech 

and German companies extensive network of contacts (most of services and 

publications is for a fee). 

http://www.gtai.de/
http://www.ixpos.de/
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 Czech Chamber of Commerce (www.komora.cz) – apart from creating and 

developing of opportunities for business, the chamber is organizer of a wide range 

of trade fairs in Germany. It provides actual information about industries and 

businesses, fairs, conferences and other useful links.  

 

The ME fairs 

As Zoko does not participate on any events like this, the author sees participation on this 

event as the fundamental step and further way how to find a potencial client. To obtain 

information, establish contacts and exchange of experiences of other successful exporters, 

it is adviced to participate in fairs, exhibits or conferences. 

The first and in instant distance from Tišnov is the International Engineering Fair, the 

major industrial trade fair in Central Europe, which takes place in Brno. There is majority 

of exhibiting companies from Germany (24%) and 93% of them claim to establish 

business contact with potential customers via this fair (IEF, 2014) 

 

Figure 7: Basic figures of the IEF 2014 in Brno (IEF, 2014) 

(with regards to preliminiry use of these figures by Zoko, the language remains Czech) 

 

http://www.komora.cz/
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The first step is to attend as participant. Then, in the scope of sales promotion it could be 

interesting to attend as exhibitor.  

EUROEXPO (www.euroexpo.cz) and EXPOCONTACTS (www.expocontacts.com) 

websites present list of fairs, contacts and other industrial exhibitions over the Europe. 

Communicating and selling 

The process continues by contacting the identified customers. It involves the salesperson 

communicating with the potential buyers and trying to understand their current needs. 

When approaching potential customers in fairs or other exhibitions, this stage may occur 

imminently. In other cases, it could be done via phones or e-mail correspondences. Before 

contacting the prospects, it is prudent that the salesperson know as much as possbile about 

them. Such knowledge can help in selecting the right service. Through presentations of 

Zoko’s offerings and capabilities the final service tailored to cusomer’s requirements and 

expectations is agreed.  

During this phase, the salesperson should also think about an overall strategy. This is the 

moment when Zoko could try to apply cost focus strategy, which is mentioned before. It 

should help to focus and tailor the marketing mix on the specific customer, and also is 

suitable for small companis. As competitive advantage the lower price is anticipated.   

Regarding the fact that the product’s price is perceived as part of the product image, the 

crucial role of salesperson is to find an optimal price that will be convenient for Zoko 

and simultaneously competitive enough for the German customer.  

http://www.expocontacts.com/
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Servicing 

Zoko should provide the customers with efficient service from the beginning of the sale 

till the goods are delivered: meeting times of delivery, reliable transportation and 

packaging, and handling all documents and other aspects of selling process. Finally, the 

post-sale activites which make sure customers are satisfied with the products and services 

of the organization are important. This is a critical step in creating customer satisfaction 

and building long-term relationships with customers and also identify and evaluate 

salesperson's effectiveness. 

3.5. Costs of proposals  

The following tables present cost calculations of marketing proposals.  

The exchange rate was assessed as 27,5 CZK/EUR and the insurances rates as 34% of 

gross salary. 

Table 5: Calculated costs of salesperson 

 

 

Table 6: Unit cost of participation on trade fairs/shows or exhibitions  

Prices for tickets were inspired by prices of USETEC (2015) and BVV (2015). 

CZK EUR

Gross salary per month 35 000 Kč      1 273 €           

Insurances 11 900 Kč      433 €             

Total personal costs per month 46 900 Kč      1 705 €           

Total annual personal costs 562 800 Kč    20 465 €         

Telecommunications/per month 500 Kč          18 €               

Telecommunications/per year 6 000 Kč       218 €             

Notebook 12 000 Kč      436 €             

Others 10 000 Kč      364 €             

Total costs of salesperson 590 800 Kč  21 484 €       

Costs of 

salesperson

Country
Number of 

nights stay

AVG travelling 

costs
Lodging Ticket

Subsistence 

expenditure

Total costs/ 

per event

Czech Rep. 1 1 200 Kč       500 Kč      250 Kč      500 Kč      2 450 Kč   

Abroad (Germany) 2 4 000 Kč       1 500 Kč   800 Kč      1 200 Kč   7 500 Kč   
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Table 7: Total costs of participations 

 

 

Table 8: Cost of exhibition on IEF in Brno 

 

Including exhibition area of 9m2, all facilities, equipment and fees needed), (BVV, 2015) 

 

Table 9: Costs of registration to various databases/lists of industrial companies' profilies 

 

As mentioned before, this service is commonly provided by wide range of institutes. For 

instance, Germany-Czech Chamber of Commerce offers to fill company’s profile in 

brochure which is after that provided to German companies with aim to establish new 

industrial relationships. The costs of this registration of size A3 in brochure is 5000 CZK. 

The author suggests to alocate financial means for three such registrations that could 

cover substantial part of the market. 

 

Table 10: Costs of proposals summary  

 

 Number of 

participations/per year 
CZK EUR

Total costs Czech Rep. 7 17 150 Kč  624 €        

Total costs Abroad 4 30 000 Kč  1 091 €     

Total costs of events per year 11 47 150 Kč 1 715 €    

CZK EUR

Cost of exhibition 63 850 Kč      2 322 €           

Number of registrations 3

Costs of registration 5 000 Kč    182 €         

Total costs 15 000 Kč  545 €         

Salesperson 590 800 Kč  21 484 €     

Participations on events 47 150 Kč    1 715 €       

Costs of exhibition 63 850 Kč    2 322 €       

Registrations 15 000 Kč    545 €          

Upgrading company's websites 10 000 Kč    364 €          

Others (unpredictable expenses) 20 000 Kč    727 €             

Total costs of proposals 746 800 Kč     27 156 €       



64 

 

3.6. Timing of entry 

Concerning the risky situation in which Zoko currently is, it would be rather prudent to 

introduce proposals as soon as possible. With regards to maturity stage of SubCon 

production and the threat of decrese in SubCon volume Zoko should promptly start to 

prepare the marketing plan by recruiting salespeople, establishing the marketing 

department and later on participating on IEF in Brno that take place this year in 

Semptember.  

3.7. Furter suggestions and findings 

Based on conducted market reserch and company analyses the author summarizes some 

further findings and suggestions that may help Zoko to enter the German market.  

 The benefit of entry to German market would be the growth and development, but 

definitely mitigation of risk. Firstly, the risk arising from dependence on major 

Austrian customer. Secondly, expanding on German market, Zoko extends its 

portfolio of customers and spread the risk. It is especially convenient in case that 

the Czech economy would perform badly. Then, the production for Germany 

would support the company. This should be the reason why Zoko prefer German 

customer to Czech one. 

 On the other hand, it is important to realize that given the fact that Germany is 

crucial for the Czech economy, if something happens there, it will reflect 

prominently on the Czech market. A recession in Germany would cause serious 

difficulties for the Czech economy, consequently for Zoko. However, for the 

present, benefits outweigh the risks and German economy is supposed to be strong 

enough. 

 Zoko should control whether it has a sufficient number of skilled workforce, as it 

is one of its main strengths. According to the SWOT analysis the company face 

the problem of aging the core and high-skilled workers. So, the company should 

consider some benefits or incentives for these significat employees.   

 Pricing strategy is part of the building product image, a German customer sees the 

price of a product as a reflection of its quality. Thus, Zoko should be prepared to 

javascript:r(2)
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face distrust German customers, because some may apply „low cost=low quality“ 

approach. 

 The point that should Zoko be aware is how would the company cope logistically 

a new partner. As currently, all manufacturing facilities are fully employed by 

SubCon production. A suggested solution could be a construction of a new 

production hall in the company’s properties and expansion there. 

 Further, innovation and energy saving solution could be a challenge for the 

company. 

 In terms of exchange rate, the question which Zoko should put is how long the 

Austrians will be willing to agree on such exchange rates. Even if the exchange 

rate does not influece SubCon operating, it could be a way how to pressure on 

Zoko to cut prices. It means that if SubCon realizes convenient exchange rate for 

Zoko, they are likely to require lower production costs. Claiming that the 

difference will be confronted by profit gained by exchange rate differences. The 

purpose of such a step would be to strengthen SubCon competitiveness.  

 There is a possible scenario in which potential German partner will require 

participation in management or even profit sharing (Hošťálek and coll, 2012). 

 German companies may have been familiar with market prices both in the world 

and in the Czech Republic (Hošťálek and coll, 2012). 

 Zoko’s competitors when entering the German market are also Czech 

metalworking companies. It means all companies similar in size and production 

capabilities that are looking for new opportunities in the German MW market. 
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Conclusion 

Expanding on international markets is one of way how to grow and develop. Zoko 

company is currently under pressure of dependence on single customer. Expanding on 

the new market is hoped to improve situation and employ company’s idle machinery 

potential. As the company is entering a new market, various market analyses were 

required. 

 

PESTEL analysis presents Germany as strong industrial oriented country suitable for the 

Zoko expansion. Similarly, convincing figures of foreign trade between Czech and 

German economies point at possible success. On the contrary, Porter’s five forces identify 

the MW industry as competitive and moreover, the companies within the industry as 

being in bargaining squeeze between customers and suppliers. However, the thesis finds 

Zoko’s potential competitive advantage in terms of low production cost. Finally, the entry 

strategy is concluded as prudent to mitigate the risk and viable in case of the extent to 

which Zoko meets KSFs of the MW industry. 

 

But, if Zoko aims to enter the German market, the fundamental change will have to occur 

in Zoko marketing activites. Todays level of marketing is too poor. The primary key how 

to break into the new market is through personal selling that enables special approach to 

customers that is crucial in industrial marketing and suitable for Zoko’s services. 

Employing this communication tool is quite expensive to introduce and require 

sophisticated process. Total costs of proposals were calculated at 746 800 CZK/27 156 €.  

To enhance current company’s position, it is suggested to introduce proposals as soon as 

possible.  
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Abbreviations and conventions 

 

SME - small and medium-sized enterprises (typically defined as companies with less 

than 250 employees) 

MW – metalworking industry 

CNC - computer numerical control 

ISO - the International Organization for Standardization 

FedGov - The Press and Information Office of the Federal Government 

CIA – Central Intelligence Agency 

Manufacturing, metalworking, machining, engineering – see appendix 5 

EPIA - European Photovoltaic Industry Association 
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Appendixes 

Appendix 1: Germany – Economic Indexes and Forecast (OECD 2015) 

 

 

The Germany is generally expected to perform similarly as OECD countries, 

(Organisation for Economic Co-operation and Development), (red colour stands for 

Germany), only entry level of unemployment rate and fiscal balance is different. GDP is 
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projected to gradually grow, unemployment rate remain low, fiscal balance is 

expansionary, import and export will escalate gradually and inflation will slightly 

increase. 

 

To conclude, the trend does not points out on any rapid change. The future development 

is anticipated as weak growth. 

 

OECD, 2014. Germany - Economic forecast summary. [online]. Paris: OECD. Available 

at: http://www.oecd.org/economy/germany-economic-forecast-summary.htm [Accessed 

20 Jul. 2015]. 

 

Appendix 2: Ranking of German trading partners (DESTATIS, 2014)  
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Development of German foreign trade in EUR bn (DESTATIS, 2014) 

 

 

 

 

 

 

 

As figures demonstrate, both export and import from Czech Republic are strong. 

However, as the balance present, imports even outweigh the exports. It certifies how 

Czech export to Germany is strong, which, firstly, could be crucial, if something went 

wrong in Germany. Secondly, the fact that 53,9% (see Germany-Czech foreign trade) of 

Czech export is within the MW sector signifies attractiveness of German market for 

Czech MW companies. 

DESTATIS, 2014. Foreign trade: Ranking of Germany's trading partners in foreign 

trade. [online]. Wiesbaden: Federal Statistical Office. Available at: 

https://www.destatis.de/EN/FactsFigures/NationalEconomyEnvironment/ForeignTrade/

TradingPartners/Tables/OrderRankGermanyTradingPartners.pdf?__blob=publicationFil

e [Accessed 20 Jul. 2015]. 

 

Appendix 3: Industry and Manufacturing in Germany 

The survey exhibits the development of indexes in German industry and manufacturing. 

It covers enterprises with 20 or more employees whose main activity is manufacturing 

and also local units of those enterprises. Also included are the manufacturing local units 

with 20 or more persons employed which are part of enterprises whose main activity is 

not manufacturing. The surveys also cover enterprises of mining and quarrying. 

 

https://www.destatis.de/EN/FactsFigures/NationalEconomyEnvironment/ForeignTrade/TradingPartners/Tables/OrderRankGermanyTradingPartners.pdf?__blob=publicationFile
https://www.destatis.de/EN/FactsFigures/NationalEconomyEnvironment/ForeignTrade/TradingPartners/Tables/OrderRankGermanyTradingPartners.pdf?__blob=publicationFile
https://www.destatis.de/EN/FactsFigures/NationalEconomyEnvironment/ForeignTrade/TradingPartners/Tables/OrderRankGermanyTradingPartners.pdf?__blob=publicationFile
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Production index for the industry (DESTATIS, 2014) 

 

 

 

 

 

 

 

 

 

Turnover index in manufacturing (DESTATIS, 2014) 

 

 

 

 

 

 

 

 

 

 

Index of new orders in manufacturing (DESTATIS, 2014) 
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DESTATIS, 2014. Industry, manufacturing. [online]. Wiesbaden: Federal Statistical 

Office. Available at: 

https://www.destatis.de/EN/FactsFigures/EconomicSectors/IndustryManufacturing/Indu

stryManufacturing.html [Accessed 20 Jul. 2015]. 

 

Appendix 4: Share of renewable energy sources  

The share of renewable energy sources has rapidly increased in recent years. Despite the 

additional costs, adaptation on requirements and processes and so on, the renewable 

sources have potential in future. It should be a challenge for companies (and also for 

Zoko) to participate in renewable sources.    

Share of renewable energy sources in gross consumption of electricity and primary energy 

from 1995 (DESTATIS, 2015) 

 

DESTATIS, 2014. Renewable energy sources. [online]. Germany: The Federal Statistical 

Office. Available at: 

https://www.destatis.de/EN/FactsFigures/EconomicSectors/Energy/Production/Tables/R

enewableEnergy.html#Footnote1 [Accessed 15 Jun. 2015]. 
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Appendix 5: Manufacturing, Metalworking, Machining, Engineering 

Manufacturing is the process in which raw materials are transformed into finished 

goods, using labour, land and capital. It applies on transformation all kind of materials.  

Metalworking is the processing and transforming metals to create single components or 

assemblies for various purposes. Machining is part of the metalworking.  

Machining is the process when a workpiece (raw material) is processed to get a desired 

shape, dimensions and accuracy by material removal. Machining is used to manufacture 

many metal product, but can be also used for processing other materials, such as wood or 

plastic. Majority of today’s machining is conducted by CNC.  

Engineering is the using of knowledge for the purpose of inventing, designing, building, 

maintaining and improving products, machines, systems, processes of structures.    

 

http://en.wikipedia.org/wiki/Raw_material
http://en.wikipedia.org/wiki/Finished_good
http://en.wikipedia.org/wiki/Finished_good
http://translate.googleusercontent.com/translate_c?depth=1&hl=cs&rurl=translate.google.cz&sl=cs&tl=en&u=http://en.wikipedia.org/wiki/Metal&usg=ALkJrhg-dIp446wdTNuW8vdpv6YyWRsTzw
http://en.wikipedia.org/wiki/Invention
http://en.wikipedia.org/wiki/Design

