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Abstrakt 

Diplomová práce analyzuje strategickou pozici společnosti ŠKODA AUTO na 

automobilovém trhu. Ke kritickému zkoumání trhu byly použity analýzy SLEPTE, 

Porterův model pěti sil a také McKinseyho model 7s, SWOT analýza a Králíčkův rychlý 

test. Veškeré zjištěné poznatky na tomto specifickém trhu jsou shrnuty v závěru a s 

ohledem na současnou situaci jsou navržena opatření pro budoucí růst společnosti.  

 

Abstract 

Master´s thesis analyses strategy position for ŠKODA AUTO at the automobile market. 

For critical examination of the market there were used SLEPTE analysis, Porter´s five 

forces model and also McKinsey 7s Model, SWOT analysis a Kralicek Quick test. All of 

those findings of specific market are summarized up in conclusion and with a closer look 

on the current situation, there were proposed measures for the future growth of the 

company.  
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Introduction 

ŠKODA AUTO, a leading European car manufacturer set a sales record in 2016, selling 

more than 1 million vehicles. ŠKODA’s worldwide deliveries increased by 6.8% to 

1,127,700 cars last year (2015: 1,055,500 deliveries). (ŠKODA AUTO, 2016)  

Even though the performance of the company raised, the main aim of this paper is to show 

how ŠKODA AUTO could improve its position in the automobile market further on with 

the support of used analysis. Automobile market has a huge impact on the global 

economy. This topic is on a daily basis especially here in the Czech Republic as car 

manufacturing is the leading industry of the country. 

Most of the companies of the automobile market are merged into oligopolies. Those 

groups could improve their position on market and have a better negotiating position for 

cooperation with suppliers and customers. The only substitutes which could be considered 

are the pedestrian, bicycle or public transport. However, non of them could fully replace 

cars and there is no support for using a subsitutes from the government sector. On the 

other hand, the cargo has cheaper substitutes in shipping, rail and air transport. Despite a 

number of lefistative constraints, the costs are still rising. Suppliers in automobile 

industry, always complain about their position which is on the level of the cost center and 

they have been asked for the volume and specificed quality of production.   

The main aim of this thesis is to verify the evonomic situation of an enterprise operatin 

in the local automobile industry. A suitable way to analyze its economic situation was to 

go through the internal and external analyses and uncover the stage of performance. 

During the master thesis were processed those following methods: SLEPTE analysis, 

Porter´s five forces, McKinsey 7s model and Kralicek Quick test. The results of those 

analyses reveal into the SWOT analyses of Strengths and Weaknesses, Opportunities and 

Threats. Those findings will lead to the proposals and recommendations for the ŠKODA 

AUTO. 

The author had an opportunity to get to know the company ŠKODA AUTO, especially 

the Kvasiny plant in more detail because of personal interviews with the employees.  
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Resume of Goals and Used Methods 

The purpose of this Master thesis is to analyze with appropriately chosen methods of 

strategic and economic analysis (especially SLEPTE, Porter´s five forces, SWOT 

analysis) ŠKODA AUTO, a.s.. Based on the results of the analyses and considering the 

specifics of ŠKODA AUTO a.s. and formulate recommendations and propose measures 

to improve the detected state.  

Before the goal of the thesis could be ful filled the partial goals must be met. First, the 

theoretical background chapter acquaints the reader with relevant theoretical frameworks 

and its use for this particular issue. There needs to be elaborated not only principles of 

the theories, but also the proper way of using it. Second, are the partial analysis which 

should be process: 

• SLEPTE analysis – Analysis of the company's external environment, factors 

affecting the enterprise in the social, legislative, economic, political, technological 

and environmental fields; 

• Porter´s five forces - Analysis of the industry where is enterprise dealing with the 

area of existing or new competitors, suppliers, customers and substitutes; 

• McKinsey 7s - Analysis of the company's internal environment; 

• Kralickuv Quick test – Financial analyses of internal indexes determining the 

financial stability and efficiency of company 

• SWOT analysis - An overall summary of all previous analyses using Strengths, 

Weaknesses and Opportunities and Threats; 

 

The sources of the information for the analyses will be drawn from public databases, 

statistical data, legislation market surveys, reports and companies published data in 

annual reports. In additional, more internal information were obtained with unstructured 

interview of ŠKODA AUTO employees.  

In conclusion are summarized the recommnendations and suggestions for the future 

development of the company based on those analysis with the supervisor’s guidance. 
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1. Theoretical Background 

This chapter focuses on the theoretical frameworks and forms an integral part of the 

thesis. It shows significant concepts and interrelations for the particular issue. Critical 

point of view delivers to the reader foundation of the used methods with their benefits but 

also their limitations. Whole research of the analysis becomes crucial for further market 

evaluation.  

1.1. Company analysis 

This part gets a thorough analysis of selected company. The analysis contains detailed 

information of company ŠKODA AUTO a. s., also information about how company is 

performing in relation to the line of business and in relation to the competitors. 

Furthermore, for more detailed data were used following analysis.   

1.2. SLEPTE analysis 

For scanning external environment is crucial to go through of a SLEPTE analysis, i.e. an 

investigation of the Social, Legal, Economic, Political, and Technological and Ecological 

influences on a business. In addition, it is also important to be aware of the actions of 

your competitors. These forces are continually in a state of change. 

 

Image 1: Structure of SLEPTE Analysis. Adapted from (Businesscasestudies.co.uk, 

2017) 
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Social factors “relate to pattern of behaviour, tastes, and lifestyles. A major component 

of this is a change in consumer behaviour resulting from changes in fashions and styles. 

The age structure of the population also alters over time (currently we have an aging 

population). An understanding of social change gives business a better feel for the future 

market situation.” (Businesscasestudies.co.uk, 2017) Other examples, are listed below: 

• “Health consciousness 

• Education level 

• Attitudes toward imported goods and services 

• Attitudes toward work, leisure, career and retirement 

• Attitudes toward product quality and customer service 

• Attitudes toward saving and investing 

• Emphasis on safety 

• Lifestyles 

• Buying habits 

• Religion and beliefs 

• Attitudes toward “green” or ecological products 

• Attitudes toward and support for renewable energy 

• Population growth rate 

• Immigration and emigration rates 

• Age distribution and life expectancy rates 

• Sex distribution 

• Average disposable income level 

• Social classes 

• Family size and structure 

• Minorities” (Jurevicius, 2013) 

 

Laws and legal factors “are continually being updated in a wide range of areas, e.g. 

consumer protection legislation, environmental legislation, health & safety and 

employment law, etc. Businesses need to take a pro-active approach and be ahead of these 
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changes, rather than hurriedly making alterations to products and processes in a reactive 

way.” (Businesscasestudies.co.uk, 2017) More examples of law and legal factors are: 

• “Anti-trust law 

• Discrimination law 

• Copyright, patents / Intellectual property law 

• Consumer protection and e-commerce 

• Employment law 

• Health and safety law 

• Data Protection” (Jurevicius, 2013) 

Economic changes “are closely related to social ones. The economy goes through a series 

of fluctuations associated with general booms and slumps in economic activity. In a boom 

nearly all businesses benefit and in a slump most lose out. Other economic changes that 

affect business include changes in the interest rate, wage rates, and the rate of inflation 

(i.e. general level of increase in prices). Businesses will be more encouraged to expand 

and take risks when economic conditions are right, e.g. low interest rates and rising 

demand.” (Businesscasestudies.co.uk, 2017) As economic factors should be also 

mentioned: 

• “Growth rates 

• Inflation rate 

• Interest rates 

• Exchange rates 

• Unemployment trends 

• Labor costs 

• Stage of business cycle 

• Credit availability 

• Trade flows and patterns 

• Level of consumers’ disposable income 

• Monetary policies 

• Fiscal policies 

• Price fluctuations 
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• Stock market trends 

• Weather 

• Climate change” (Jurevicius, 2013) 

Political changes “relate to changes in government influence. In recent years these 

changes have been particularly significant because as members of the European Union 

we have to adopt directives and regulations created by the EU which then become part of 

the UK law. Political changes are closely tied up with legal changes.” 

(Businesscasestudies.co.uk, 2017) In addition, are listed other examples of political 

factors: 

• “Government stability and likely changes 

• Bureaucracy 

• Corruption level 

• Tax policy (rates and incentives) 

• Freedom of press 

• Regulation/de-regulation 

• Trade control 

• Import restrictions (quality and quantity) 

• Tariffs 

• Competition regulation 

• Government involvement in trade unions and agreements 

• Environmental Law 

• Education Law 

• Anti-trust law 

• Discrimination law 

• Copyright, patents / Intellectual property law 

• Consumer protection and e-commerce 

• Employment law 

• Health and safety law 

• Data protection law 

• Laws regulating environment pollution” (Jurevicius, 2013) 
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Technological factors “refer to the rate of new inventions and development, changes in 

information and mobile technology, changes in internet and e-commerce or even mobile 

commerce, and government spending on research. There is often a tendency to focus 

Technological developments on digital and internet-related areas, but it should also 

include materials development and new methods of manufacture, distribution and 

logistics.“ (Oxford Learning Lab, 2012).  As a main examples of technology factors 

should be mentioned: 

• “Basic infrastructure level 

• Rate of technological change 

• Spending on research & development 

• Technology incentives 

• Legislation regarding technology 

• Technology level in your industry 

• Communication infrastructure 

• Access to newest technology 

• Internet infrastructure and penetration” (Jurevicius, 2013) 

Ecological factors “have become important due to the increasing scarcity of raw 

materials, pollution targets, doing business as an ethical and sustainable company, carbon 

footprint targets set by governments. Those issues should be taken into account with a 

building good name of the company and also outstanding care of customers. More and 

more consumers are demanding that the products they buy are sourced ethically, and if 

possible from a sustainable source.” (Businesscasestudies.co.uk, 2017) Listed below are 

mentioned other examples of ecological factors: 

• “Weather 

• Climate change 

• Laws regulating environment pollution 

• Air and water pollution 

• Recycling 

• Waste management 
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• Attitudes toward “green” or ecological products 

• Endangered species 

• Attitudes toward and support for renewable energy” (Jurevicius, 2013) 
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1.3. Porter´s Five Forces 

This way of understanding the macro-economic factors is necessary to understand and 

recognize the competition on the market where the company is operating. Porter (1979) 

narrows this problematic into five forces which are the threat of entry, the power of 

suppliers, the power of buyers, the threat of substitutes and the rivalry among existing 

competitors.  

• Threat of entry, Porter (1979) defines this stage as new entrants enters the 

industry they bring new capacity and a desire to increase a market share. That 

creates a pressure on prices, costs, and the rate of investment necessary to 

compete. Porter (1979) continues that it depends how enter from market to market 

is done, because it can leverage existing capabilities and cash flows to shake up 

competition. The threat of entry should be distinguished as low or high, when the 

threat of entry is high the company needs to decrease their prices or increase their 

investment to defeat new potential competitors. On the other hand, when the threat 

of entry is low, the market is open for everyone. Problem is that if the competition 

is high as well, enterprises should invest a considerable amount of resources to 

attract customers.  

• The power of suppliers is characterized by Porter (1979) as an influence of 

suppliers on the higher procurement of the outcomes for charging higher prices, 

limiting quality of services, or shifting costs to industry participant. Main part of 

the power of supplier is that the suppliers of labour can squeeze profitability out 

of an industry that is unable to pass on cost increases in its own prices.  

• Porter (1979) explain the power of buyers as powerful customers whose can have 

an influence on the value of outcomes that can be forcing down prices, demanding 

better quality or more service. In the industry are buyers the taken as a participant 

that are playing off against one another and this has an impact at the expense of 

industry profitability. Buyers should be powerful in the industry when they have 

tools how to influence the movements on the market especially when the buyers 

are sensitive on price the pressure can be enormous.  
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• The threat of substitutes is interpreted by Porter (1979) as a product or services 

which demonstrate same or similar function as an industry´s product or service by 

different means. Substitutes across of industries can have a considerable impact 

on the price or the value of the outcomes. If the company is producing the 

substitute for another product the product should bring additional value to be more 

interesting for the buyers.  

• Rivalry among existing competitors is specified by Porter (1979) as a term when 

can have a different forms, including price discounting, new product 

introductions, advertising campaigns and service improvements. When the rivalry 

degree is high it can limit the profitability of an industry. 

 

 

Image 2: Structure of Porter´s five forces model. Adapted from (Porter 1993) 
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1.4. McKinsey 7s Model 

In McKinsey model, the seven areas of organization are divided into the ‘soft’ and ‘hard’ 

areas. Strategy, structure and systems are hard elements that are much easier to identify 

and manage when compared to soft elements. On the other hand, soft areas, although 

harder to manage, are the foundation of the organization and are more likely to create the 

sustained competitive advantage. (Jurevicius, 2013b) 

 

Image 3: Structure of McKinsey model. Adapted from (Jurevicius, 2013b) 

• Strategy “is a plan developed by a firm to achieve sustained competitive 

advantage and successfully compete in the market. In general, a sound strategy is 

the one that’s clearly articulated, is long-term, it helps to achieve competitive 

advantage and it is reinforced by strong vision, mission and values. However it is 

hard to tell if such strategy is well-aligned with other elements when analyzed 

alone. So the key in 7s model is not to look at your company to find the great 

strategy, structure, systems, etc. but to look if its aligned with other elements. For 

example, short-term strategy is usually a poor choice for a company but if it is 

aligned with other 6 elements, then it may provide strong results.” (Jurevicius, 

2013b) 
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• Structure “represents the way business divisions and units are organized and 

include the information of who is accountable to whom. In other words, structure 

is the organizational chart of the firm. It is also one of the most visible and easy 

to change elements of the framework.” (Jurevicius, 2013b) 

• Systems “are the processes and procedures of the company, which reveal 

business’ daily activities and how decisions are made. Systems are the area of the 

firm that determines how business is done and it should be the main focus for 

managers during organizational change.” (Jurevicius, 2013b) 

• Skills “are the abilities that firm’s employees perform very well. They also 

include capabilities and competences. During organizational change, the question 

often arises of what skills the company will really need to reinforce its new 

strategy or new structure.” (Jurevicius, 2013b) 

• Staff “element is concerned with what type and how many employees an 

organization will need and how they will be recruited, trained, motivated and 

rewarded.” (Jurevicius, 2013b) 

• Style “represents the way the company is managed by top-level 

managers, how they interact, what actions do they take and their symbolic value. 

In other words, it is the management style of company’s leaders.” (Jurevicius, 

2013b) 

• Shared Values “are at the core of McKinsey 7s model. They are the norms and 

standards that guide employee behaviour and company actions and thus, are the 

foundation of every organization.” (Jurevicius, 2013b) 
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1.5. Kralicek Quick Test 

Kralicek Quick Test, (Kralicek, 1993) has been developed in 90s. This method offers 

quick and correct valuation of paying disability. Valuation is based on the estimation of 

four factors (two indicators of financial stability and two indicators of efficiency). 

Depending on the value of estimated indicator, there is given a certain number of points. 

Received points, give the valuation of paying disability from 1 (well) to 5 (bankruptcy). 

The reached consideration, exhibits the weak sides of economic unit and allows to end up 

in the conclusion that which of the indicator groups can affect negatively in the general 

level of paying ability. (Polo et al, 2014) 

Usage of Kralicek Quick Test, makes it possible to determine the two groups of 

indicator’s influences, such as financial stability and efficiency, meaning the 

consideration of financial situation. Cash Flow is a dynamic information in relation with 

income and outcome of currency for a period of time. The whole literature related to the 

information importance of Cash Flow in the preparation of prediction about bankruptcy, 

indicates that gathered data is unsafe and contradictory. In order, not to avoid the key 

information about Cash Flow prediction, it is necessary to concentrate on the determining 

technique, considering the data available and their dynamism. When being compared with 

the other models, Kralicek Quick Test seems much tolerant, as here there have been used 

data for Cash Flow before the reduction of taxes. The negative indicator of the capital is 

one of the signs that can demonstrate the disability of an economic unit to complete its 

financial liabilities, holding the risk threat of bankruptcy. Thus, according to Kralicek 

Quick Test (Polo et al, 2014): 
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Table 1: Kralicek´s Quick Test Estimates. Adapted from (Polo et al, 2014) 

Indicators 1 

excellent 

2 

very well 

3 

well 

4 

poor 

5  

dangerous 

R1 > 30% > 20% > 10% > 0% Negative 

R2 < 3 years < 5 years < 12 years < 30 years > 30 years 

Financial 

stability 

Arithmetic mean of total assets and Debt Settlement Period (R2) from 

Cash flow 

R3 > 10% > 8% > 5% > 0% Negative 

R4 > 15% > 12% > 8% > 0% Negative 

Profit 

Situation 

Arithmetic mean of Operating Cash Flow and ROA 

Total 

grading 

Arithmetic mean all four indicators 

 

For the calculations of the indicators it is necessary to use the formula in right form:

Table 2: Kralicek´s Quick Test Indicators.  Adapted from (Polo et al, 2014): 

Indicators  Formula 

R1 
Quota of equity 𝐸𝑞𝑢𝑖𝑡𝑦

𝑇𝑜𝑡𝑎𝑙 𝑎𝑠𝑠𝑒𝑡𝑠
 

R2 
Debt repayment period 𝐿𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠 − 𝐶𝑎𝑠ℎ

𝐶𝑎𝑠ℎ 𝐹𝑙𝑜𝑤
 

R3 
Cash flow in % of 

corporate performance 

𝐶𝑎𝑠ℎ 𝐹𝑙𝑜𝑤

𝑆𝑎𝑙𝑒𝑠
 

R4 
Return on total capital 𝐸𝐵𝐼𝑇

𝑇𝑜𝑡𝑎𝑙 𝑎𝑠𝑠𝑒𝑡𝑠
 

 

 

The evaluation of financial stability is obtained by summing the points R1 and R2 

divided by 2 and then we evaluate the efficiency by the sum of the points R3 and R4 
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divided by 2. The overall rating (R) is obtained by summing the values of financial 

stability and the efficiency situation divided by 2. (Růčková, 2007) 

Based on Kralicek Quick Test, financial position of an economic unit can be considered 

excellent, very well, well, poor and dangerous. 

 

Table 3: Kralicek´s Quick test final grade evaluation. Adapted from (Polo et al, 2014): 

final grade < 2 Company is in very good condition 

2 < final grade < 3 Grey area of unspecific results 

final grade > 3 Company is in very dangerous financial situation 

 

Another analysis of financial analysis are not key because the results will correspond to 

the Kralicek Quick test results and partial indicators capture the power of external 

influences by Porter´s five forces, which the company can not exclude and whose positive 

influence is difficult with regard to the position of ŠKODA AUTO a.s. within the 

Volkswagen group. 
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1.6. SWOT analysis 

SWOT analysis is a commonly used method for analyzing and positioning an 

organization’s availabilities and environment in four regions: Strengths, Weaknesses, 

Opportunities and Threats (Samejima, Shimizu, Akiyoshi, & Komoda, 2006). 

Strengths and Weaknesses are internal (controllable) factors that support and obstruct 

organizations to achieve their mission respectively. Whereas Opportunities and Threats 

are the external (uncontrollable) factors that enable and disable organizations from 

accomplishing their goals (Dyson, 2004). 

The organization can notice its core competencies for decision making, planning and 

building strategies, by identifying the factors in these four fields. SWOT analysis is one 

of many tools that can be used in an organization’s strategic planning and analysing 

process (Phadermrod et al, 2016). 

“Regarding the survey conducted by the Competitive Intelligent Foundation (Fehringer, 

Hohhof, & Johnson, 2006) which received responses from 520 competitive intelligent 

(CI) professionals, SWOT is the second-most frequently used analytic tool with 82.6% 

of respondents. It was ranked after competitor analysis with 83.2% of respondents. 

Additionally, the survey based on the answers supplied by the Chief Executive Officers 

of wide range organizations in the UK shows that SWOT analysis is the most widely 

applied strategic tool by organizations in the UK (Gunn &Williams, 2007)” (Phadermrod 

et al, 2016).  

The main advantage of SWOT analysis is its simplicity have resulted in its continued use 

in both leading companies and academic communities (Ghazinoory, Abdi, & Azadegan-

Mehr, 2011) since it was developed in the 1960s. “Despite its advantages, there are 

shortcomings existing in the traditional SWOT approach as it produces superficial and 

imprecise list of factors, relies on subjective perception of an organization’s staff who 

attended the brainstorming session and lacks factor prioritization regarding the 

importance of each SWOT factor. Due to the disadvantage in prioritization of SWOT 

factors, a number of researchers proposed a new variation of SWOT analysis approaches 

that integrated SWOT with others quantitative methods.” (Phadermrod et al, 2016). 
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A summary of the identification for all aspects of SWOT and their managerial implication 

is presented in Table 1 (Lee, Hsieh, & Huang, 2010; Matzler et al., 2003) and described 

as follows:  

• Strength (S). “Attribute is labelled as an organisation’s strength, since it is 

identified as a strength of an organisation and its competitor. This means both a 

target organisation and its competitor are performing well at providing this 

attribute. The organisation should maintain the performance of this attribute to 

ensure that the attribute is not turned into a threat when its performance is lower 

than that of the competitor.“ (Phadermrod et al, 2016). 

• Weakness (W). “Attribute is labelled as an organisation’s weakness, since it is 

identified as a weakness of an organisation and its competitor. This means both a 

target organisation and its competitor are not performing well at providing this 

attribute. The organisation should improve the performance of this attribute in 

order to obtain a competitive advantage in the target market over the competitor.” 

(Phadermrod et al, 2016).   

• Opportunity (O). “Attribute is labelled as an organisation’s opportunity, since it 

is identified as strength of an organisation but it is identified as a weakness of a 

competitor. This means the competitor is not performing as well as the 

organisation at providing this attribute, implying that the organisation has a 

competitive advantage over the competitor. The organisation should maintain or 

leverage the performance of this attribute to stay competitive.” (Phadermrod et al, 

2016).   

• Threat (T). “Attribute is labelled as an organisation’s threat, since it is identified 

as a weakness of an organisation but it is identified as a strength of a competitor. 

This means the organisation is not performing as well as the competitor at 

providing this attribute, implying that the organisation has a competitive 

disadvantage to the competitor. Hence, an organisation should be aware of it and 

take an immediate action to improve the performance of this attribute in order to 

prevent a potential loss of profit.” (Phadermrod et al, 2016).   
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“Additionally, each SWOT factor is weighted as the product of importance and 

performance. Specifically, a positive value of performance is assigned to the strength and 

opportunity factors since these factors have performance higher than or equal to the means 

of overall performance. On the other hand a negative value of performance is assigned to 

the weakness and threat factors since these factors have performance less than means of 

overall performance. This weighting scheme enables factors in each SWOT aspect to be 

prioritized regarding the magnitude of the weight for which a factor with high magnitude 

that has higher priority in maintaining or improving than the lower one.” (Phadermrod et 

al, 2016).  Depiction of SWOT matrix is illustrated in figure below: 

 

 

 

 

 

 

 

 

 

 

 

Table 4: SWOT strategy. Adapted from (Phadermrod et al, 2016). 

 Weaknesses Strenghts 

Oppotrunities WO Strategy “Search” 

Overcoming the weakness by 

taking advantage of the 

opportunity. 

SO Strategy “Utilization” 

Use of strengths in favor of 

opportunities. 

Threats  WT Strategy “Avoidance” 

Minimize weaknesses and 

avoid threats. 

 

ST Strategy “Confrontation” 

Use strengths to avert threats. 
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Image 4: SWOT matrix. Adapted from (Phadermrod et al, 2016). 
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2. Current Situation Analysis 

2.1. Company Profile 

ŠKODA AUTO is a company with more than 120 years history and it is the only Czech 

automobile brand that was able to survive not just World War II, but also the Communist 

regime. The origin of the company started with two founders Laurin and Clement in 1895. 

In the beginning the company focused on development of motorbikes. As this strategy 

led to a huge success, Laurin and Clement developed their first automobile in 1925. 

(Škoda Auto, 2016) As a basic information should be mentioned: 

Name:  ŠKODA AUTO a.s. 

Legal form:  Public Limited Company (Plc) 

Headquarters: tř. Václava Klementa 869, Mladá Boleslav II, 293 01 

Mladá Boleslav 

Identification number: 00177041 

Registered capital: 16.7 milliards CZK 

 

2.2. Logo of the company 

 

Image 5: Logo of the company. Source: (ŠKODA AUTO, 2016a). 
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ŠKODA AUTO presented under the slogan “The new power of ŠKODA”, the latest logo 

and the new key elements of corporate design, at the Geneva Motor Exhibition in 2011 

The traditional logo of the winged arrow gains a new colour spectrum, so it looks more 

extraordinary and more precise than before. The most important change affects the main 

part of the logo is the winged arrow itself, which is much larger and more pronounced in 

the new version. The shade of the winged arrow has changed from "natural green" to the 

new, lush "ŠKODA green". The outside circle is highlighted with a chrome finish. 

(ŠKODA AUTO, 2016a) 

 

2.3. Organizational structure 

Nowadays, ŠKODA AUTO employs more than 25 400 people in the Czech Republic.  

According to the EU standards this enterprise is evaluate as a large one. The 

organizational structure of ŠKODA AUTO board members and their focus on the 

department (ŠKODA AUTO, 2016b): 

 

Image 6: Organizational structure. Adopted from: (ŠKODA AUTO, 2016b) 
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2.4.  Production plants 

ŠKODA AUTO have in the Czech Republic three manufacture plants. Firs of them is in 

the Mladá Boleslav, where is company´s headquarters based, second of them is in 

Vrchlabí and third of them is located in Kvasiny. ŠKODA-branded cars are also 

manufactured in China, Russia, India, Slovakia, Ukraine and Kazakhstan. 

2.4.1. Mladá Boleslav 

Mladá Boleslav is not only the center of production but also the home of technical 

development for the ŠKODA brand. It is the place where ideas become reality, from the 

first sketches of design to functional prototypes. It is the place where new models are 

created and subsequently introduced into series production. 

ŠKODA AUTO currently produces the FABIA, RAPID and OCTAVIA model series in 

the Mladá Boleslav race. 

The engine factory, located directly in the production area, supplies modern TSI engines 

for both ŠKODA and other Volkswagen brands. Another important role of ŠKODA's 

main race in Mladá Boleslav is the production of MQ 100 and MQ 200 transmissions, 

axles and other automotive components. 

In addition to manufacturing facilities, the city is also home to the company's 

headquarters, which includes administration, technical development, design departments 

and educational capacities. Visitors and supporters of the ŠKODA brand can also visit 

the company's museum (ŠKODA AUTO, 2016c). 

2.4.2. Vrchlabí plant 

Vrchlabí is the smallest of the three ŠKODA production plants in the Czech Republic, 

but its tradition is more than a hundred years long.  

The first horse-drawn carriage here was made at the end of the 19th century. The first car 

body was manufactured at the end of 1908. The bodies for ŠKODA cars are produced in 

this factory since the 1920s. The plant became a part of the Mladá Boleslav cars in 1946, 

when extensive production of whole cars was launched. The first model compiled in 
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Vrchlabí was ŠKODA Tudor, which was followed by a number of other models, 

including special editions, luxury and utility cars.  

From 2012, the Vrchlabí plant produces highly sophisticated automatic transmissions 

DSG for the whole Volkswagen concern. The seven-speed dual-clutch transmission DQ 

200 is one of the most progressive automatic transmissions currently produced in the 

automotive industry.  

The initial daily production capacity of 1,000 transmissions increased to 1,500 in 2014 

and by 2016 to 2000 transmissions per day. (ŠKODA AUTO, 2016d). 

2.4.3. Kvasiny plant 

The Kvasiny plant is the youngest of the three production facilities of the ŠKODA brand 

in the Czech Republic. Its history dates back to the 1930s; The first two-door four-seater 

body for the JAWA 700 was produced here in 1934. After World War II, the plant became 

part of the Mladá Boleslav car factory. (ŠKODA AUTO, 2016e) 

Over the years, the classic post-war model SUPERB, the legendary FELICIA convertible, 

the highly prized 110R and the RAPID sports coupe were produced here. The Kvasiny 

plant also produced a popular pick-up based on the FELICIA. 

Nowadays, the flagship - the SUPERB model, the elegant SUPERB COMBI, the stylish 

SUV YETI and the large SUV KODIAQ - are coming from the ŠKODA production lines. 

The plant in Kvasiny, to which ŠKODA AUTO invests approximately 7 billion crowns, 

is currently preparing the greatest modernization and development in its history. In the 

following years, the production capacity of this East Bohemian production plant will 

grow to 280,000 cars per year. (ŠKODA AUTO, 2016e) 

Nowadays, ŠKODA AUTO employs more than 25 400 people in the Czech Republic.  

According to the EU standards this enterprise is evaluate as a large one.  
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2.5. Cooperation with Volkswagen group 

Since 1991, ŠKODA AUTO has been part of the Volkswagen group with its head office 

in Wolfsburg (Germany) and has also been one of the world’s leading automobile 

manufacturers and gigantic car manufacturers in Europe. The group is composed of 

twelve brands from seven European countries: Volkswagen Passenger Cars, Audi, SEAT, 

ŠKODA, Bentley, Bugatti, Lamborghini, Porsche, Ducati, Volkswagen Commercial 

Vehicles, Scania and MAN. Each brand has its own management and operates as an 

individual brand on the market. (Volkswagen, 2016)  

The graph below shows Volkswagen Group´s revenue in the fiscal years of 2015 and 

2016 with breakdown by brand. Volkswagen´s Bentley brand generated around two 

billion euros in revenue in fiscal year 2016. In terms of sales, Volkswagen is among the 

largest car manufacturer globally. (Statista, 2016) 

 

Graph 1: Volkswagen Group - revenue by brand 2016. Adopted from (Statista, 2016) 
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2.6.  “Simply Clever” 

The international presence will be the springboard for ŠKODA AUTO’s planned growth 

over the next few years, together with its recognized strengths: impressive automobiles, 

a strong brand, a motivated and capable team and the ability to turn innovation into 

“Simply Clever” customer benefits.   

According to the ŠKODA AUTO website, “Simply Clever” policy is defined as “clever 

little touches that makes ŠKODA AUTO´S cars unique”. As an example of “Simply 

Clever” policy can be mentioned the mid-level luggage floor in automobile trunk. The 

mid-level compartment floor allows easy handling of heavier loads by moving the floor 

to the loading edge. (ŠKODA AUTO, 2016) The usefulness of those cars helps customers 

to deal with everyday challenges and makes those challenges easier. “Simply clever” is a 

symbol of practical, refined and smart solutions.  

 

2.7. Suppliers 

According to the annual report of ŠKODA AUTO (2015) is evident that relationship with 

suppliers is mainly affected of principles championed by the VW Group´s “Sustainability 

in Supplier Relations” project. This includes probing whether suppliers operate in line 

with those principles. (ŠKODA AUTO, 2015) Those principles could be divided into two 

sections. (AUDI, 2017) 

 First section focus on environmental protection like are: 

1. Creation and application of environmental management systems 

2. Active dealing with ecological challenges 

3. Avoidance of environmental damage and injuries to health, products and 

processes with low resources consumption 

4. Waste and recycling 

5. Training employees 

Second section deals with the rights of employees which are 

1. Freedom of association 
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2. No discrimination 

3. No forced labour 

4. No child labour 

5. Payment 

6. Working hours  

7. Health and safety 

Whole process of purchaising and collaboration with suppliers is describe in the picture 

below.  

 

Image 7: Suppliers concept. Adapted from (ŠKODA AUTO, 2015). 

Purchasing department is also partly responsible for ŠKODA models and for 

collaborating with suppliers abroad. Keeping European suppliers on the Russian market 

could be a serious challenge. Although the looming migration of suppliers from Russia, 

caused by Russian crisis and the steeply plummeting rouble, has been mentioned that the 

situation shlould be taken seriously. Nowadays, the main efforts are based on managers 
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from the China region aimed at optimising the material costs of various ŠKODA models 

on both sides.  

Another challenge could be named as procurement-related risks. Close and economically 

beneficial collaboration between car manufacturers and their suppliers poses procurement 

related risks capable of disrupting production and potentially triggering major financial 

losses. These include late delivery, failure to deliver and quality defects, or – in extreme 

cases – a supplier´s becoming insolvent and dropping out of the supply chain. Other risks 

rise from growing competition in the supply industry. To minimize these risks, ŠKODA 

AUTO sources parts for vehicle assemble mainly from multiple suppliers so that is able 

to respond flexibly to any negative developments. In addition, preventive operations are 

being adopted within the risk management system to address supplier incolvencies. The 

financial stability of suppliers is regularly reviewed. Taken as a whole, all these measures, 

both preventive and reactive could solve the risks in the ŠKODA AUTO relations with 

suppliers. (ŠKODA AUTO, 2016) 

On the one hand, the supply chain localisation intensified in tandem with the expansion 

of the Kvasiny plant to incorporate new models, With 11 suppliers setting up operation 

close to the plant ŠKODA AUTO gain a added benefits od flexibility, security of supply 

and lower logistics costs. Supply chain localisation also increases the need for labour in 

the region, and company helped suppliers in their search for the right type of employee. 

However, company is struggling with the lack of new employees. ŠKODA AUTO, was 

part of the several meeting with representatives of companies, CzechInvest, government 

authorities, labour offices and developers, which were held to process respectively 

beneficial policies on recruitments and the development of the Rychnov nad Kněžnou 

region. (ŠKODA AUTO, 2016)  

On the other hand, the infrastructure in this region is outdated, and everyday traffic should 

deal with delay caused by traffic jam.  

The suppliers structure is represented in the graph below. This data shows the number 

suppliers of ŠKODA AUTO from 2011. Obviously, the company has more international 

suppliers than the local ones. (Krupka, 2012)  
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Graph 2: Suppliers structure of ŠKODA AUTO purchase. Adapted from (Krupka, 

2012) 

Even though, it is obvious from the Graph (2), that the number of foreign suppliers is 

significantly bigger than the Czech suppliers, the graph below represents the share of both 

groups on total turnover of ŠKODA AUTO purchase in 2011. (Krupka, 2012) 

 

Graph 3: Share of Czech and foreign suppliers on total turnover of ŠKODA AUTO 

purchase. Adapted from (Krupka, 2012) 
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The Graph (3) display that the Czech suppliers gain an approximately 65 000 millions 

CZK of total ŠKODA´s purchases. Furthermore, this level of turnover was gained just 

with 228 Czech suppliers. As was already mentioned those 228 suppliers account for only 

about 20% of the total structure. Thus, there is evident that over half of the supply 

turnover is made up of 20% of Czech suppliers. This is caused by the supply structure 

and a considerable amount of materials and spear parts which are delivered to just-in-time 

strategy. This strategy brings a limiting factor for suppliers with longer distance delivery. 

In additional, the graph below shows the percentage share of Czech and foreign suppliers 

on total turnover of ŠKODA AUTO purchases for 2011. (Krupka, 2012)   

 

Graph 4: Share of Czech and foreign suppliers on total turnover of ŠKODA AUTO 

purchases. Adapted from (Krupka, 2012) 

2.8. Buyers 

According to the sales record from 2016 it is necessary to shows the most valuable 

contract of ŠKODA AUTO in past two years. Importantly, with this situation should be 

also mentioned the Pareto principle. In is named after Italian economist Vilfredo Pareto, 

who, in 1906, found that 80% of the land in Italy was owned by 20% of the population. 

The Pareto principle could be used in the case of ŠKODA AUTO, as 20% of all contract 

represent 80% of company´s sales. (Lavinsky, 2014) 
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Those contracts could be divided into two sections, the private sector and the government 

sector.  

Government section 

According to the Vítězslav Pelc, the spokesman of ŠKODA AUTO, the company got 

contract in 2016 for 770 cars in value of 244 million CZK for state administration. Pelc 

continues that this contract is designed for the Ministry of the Interior and its subordinate 

organizations, the Ministry of Agriculture and the Ministry of Defence. This contract will 

last until December 2018. (Zet.cz, 2016) 

The Ministry concluded a framework contract with the car maker, which is published in 

the register of contracts. Part A deals with the purchase of Škoda Octavia cars, according 

to which the value of the contract increased to 125,755,300 CZK with VAT. Part B 

includes Škoda Rapid and Škoda Fabia, the financial limit in this part of the contract is 

234,969,900 CZK with VAT. 

According to the framework purchase agreement, the ministry will purchase the most 

Fabias, 418, 216 Škoda Octavia in different versions and versions and 136 pieces of the 

Rapid Spaceback. Ondřej Krátoška, from the press department of Ministry of Interior 

mentioned that the difference in prices compared to the usual price list is more than 30%. 

(Denik.cz, 2016) 

In fact, the president of the Czech Republic is using the ŠKODA Superb 2.0 TSI (206 

kW), for his government visits since 2015. (Auto.cz, 2016)  

Private sector 

The largest contract of ŠKODA AUTO was on 300 ŠKODA Octavia G-Tec cars in past 

two years. Those cars with CNG propulsion was supplied by company to the engineering 

group Vítkovice Machinery Group. The contract was singned up in 2015 by owner of the 

Vítkovice group Jan Světlík and the head of the ŠKODA AUTO sales organization in the 

Czech Republic, Luboš Vlček. The delivery will take place over three years, of which the 

first fifty cars in the limousine and estate combinations were delivered by company 

ŠKODA AUTO in the summer 2015. 
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Due to the Automobile Industry Association, there are 6.8 million vehicles registered in 

the Czech Republic, with a share of CNG vehicles of 0.1 %. Moreover, in the year 2016 

was sold approximately 700 new CNGs cars, ŠKODA AUTO models, like Octavia and 

Citigo G-Tec have more than half of the market. (Zprávy.cz, 2015) 

2.9. ŠKODA AUTO Academy 

ŠKODA AUTO a.s., Secondary Technical School of Engineering is part of ŠKODA 

Akademie, which was founded in April 2013 for the purpose of comprehensive education 

of pupils and adult employees. 

ŠKODA Academy is responsible for personal development of ŠKODA AUTO 

employees, for the development of their professional and special skills. The Academy's 

employees are involved in creating person-development concepts and tools with respect 

to the VW Group Academy strategy. Other key activities of ŠKODA Academy include 

student’s professional education and talent development. The aim is to link professional 

and social competencies, transfer know-how and ensure that students are ready to get into 

practice. 

A major part of preparation for the final years students take place at the ŠKODA AUTO 

operating plants. An intensive familiarization with production reality is one of the most 

important components of professional training. With progressive and modern forms of 

learning, this academy is able to develop competencies that are essential for long-term 

employability and competitiveness in the labour market. (Sou-ŠKODA, 2013)  

 

2.10. ŠKODA AUTO University 

ŠKODA AUTO University was founded in 2000 by ŠKODA AUTO. It is the only 

university in the Czech Republic, the founder of which is a large multinational company. 

ŠKODA AUTO University is based in Mladá Boleslav. The university offers to their 

students specialized study programs, work practice during their study, foreign exchange 

study and traineeship abroad programs.  
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In 2014 the university gain the accreditation of the American Accreditation Council for 

Business Schools and Programs and since then the university became a prestigious 

international accreditation of ACBSP with all its standards.  

The graduates of this university are offered a job position in ŠKODA AUTO. (ŠKODA 

AUTO, 2017)  

2.11. Product Portfolio 

Presently the product portfolio of ŠKODA AUTO includes seven types of cars and three 

of them contains an additional extension.  

Firstly, the ŠKODA CITIGO features and elegant design. The car is offered with three- 

or five- door design. Booth types of car subsume on of ŠKODA´s signature “Simply 

Clever” solution.  Android and iOS compatible apps can be used for navigation, 

displaying vehicle information, hands-free calls, supportive efficient driving and playing 

music and online radio stations. ŠKODA´s city car is provided in several efficient petrol 

engine versions. Additionally, there is the ŠKODA CITIGO G-TEC, an automobile 

powered by compressed natural gas to make it especially environmentally friendly. Last 

variation is the choice of manual or semi-automatic five-speed transmission. (ŠKODA 

AUTO, 2016) 

Secondly, the ŠKODA FABIA was hatchback hit in the European market in 2014, 

followed by the extension of ŠKODA FABIA COMBI which gain the same success in 

January 2015. This car is significant with the impressive design combined with efficient 

car equipment. In 2016, the sporty ŠKODA FABIA MONTE CARLO was joined by the 

adventurous ŠKODA FABIA COMBI SCOUTLINE. The impressive and multilateral 

range of ŠKODA FABIA models gain a huge base of new customers.  (ŠKODA AUTO, 

2016) 

Thirdly, the ŠKODA RAPID and ŠKODA RAPIS SPACEBACK are the second most 

characteristic model series in the ŠKODA portfolio (after the ŠKODA OCTAVIA). Since 

2012, those types of cars have filled the gap between the ŠKODA FABIA and the 

ŠKODA OCTAVIA. Perceptible benefit of the ŠKODA RAPID modes is that the brand 

representative is truly international and special versions of this model have been 

engineered for the markets in China, India and Russia, where it is also made. A distinct 
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variant of the ŠKODA RAPID also reports robust sales in Europe and on other world 

markets. (ŠKODA AUTO, 2016) 

The top selling model of ŠKODA´s cars is the ŠKODA OCTAVIA AND ŠKODA 

OCTAVIA COMBI. The third generation of the car is extremely versatile thanks to its 

DCC (dynamic chassis control), adjusting the damper and steering settings according to 

the mode selected (Comfort, Normal or Sport). The facelifted ŠKODA OCTAVIA was 

introduced at the end of October 2016, equipped with new infotainment and assist 

systems, a whole new range of mobile online services and other new “Simply Clever” 

accessories. (ŠKODA AUTO, 2016) 

The most versatile model of ŠKODA´s cars is ŠKODA YETI. Another estimation which 

the car gain is the most popular compact SUVs in the world with front- or all-wheel drive. 

ŠKODA offers this car in two versions: first one, ŠKODA YETI, is suitable for home in 

the concrete jungle, the intrepid ŠKODA YETI OUTDOOR likes to venture further 

afield. (ŠKODA AUTO, 2016) 

Additionally, the 4.70-metre-long ŠKODA KODIAQ is the ŠKODA´s first big SUV, 

boasting up to seven seats and the largest luggage compartment in its class. The latest 

model came on road in early 2017, it embodies all the brand´s virtues and lays bare 

ŠKODA´s design language for SUV segment. The ŠKODA KODIAQ offers unique 

interior space, practical intelligence, a whole raft of new functional and “Simply Clever” 

details. (ŠKODA AUTO, 2016) 

Lastly, pioneers of their class, ŠKODA SUPERB and ŠKODA SUPERB COMBI. The 

third generation of the ŠKODA SUPERB, unveiled in 2015, heralded a new era for the 

ŠKODA brand. Those models are characterized with completely different ŠKODA´s 

design language and ascended to a new plane of comfort and technology. The ŠKODA 

SUPERB remarkably combines space, functionality and connectivity. (ŠKODA AUTO, 

2016)  

2.12. Achievements 

Regarding to anniversary of 25 years of cooperation the ŠKODA AUTO and the 

VOLKSWAGEN Group in 2016. The year 2016 was also reason for celebration of 

ŠKODA sales record 1,126,477 ŠKODAs – up 6.7% year on year – delivered to customer 
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across the world. This was the third year in a row in which the Company overcome a 

million vehicle deliveries in a single calendar year. Western and Central Europe reported 

growth in the overall number of vehicles delivered to customers, a result rooted in the 

expanding automotive market combined with thriving process in the model development. 

On the one hand ŠKODA has to deal with the unabating complexity of the political and 

economic situation in Russia, on the other hand, deliveries in Eastern Europe were higher 

than in the previous year. The European region taken as a whole, shows climb yearly 

5.4%. (ŠKODA AUTO, 2016) With a closer look on the specific part of the Europe, the 

ŠKODA sales numbers are demonstrated in figure below.  

Table 5: Customer deliveries by region. Adapted from (ŠKODA AUTO, 2016) 

 
Vehicles Change (%) 

Share of passenger 

car market (%) 

 2016 2015 2016/2015 2016 2015 

Central Europe 183,770 172,115 6.8% 19.0% 20.7% 

Eastern Europe 90,450 87,727 3.1% 5.2% 4.6% 

Western Europe 454,001 430,865 5.4% 3.3% 3.3% 

Overseas/Asia 398,260 364,794 9.2% 0.6% 0.6% 

Total 

ŠKODA brand 

1,126,477 1,055,501 6.7% 1.4% 1.4% 

 

In additional, those deliveries by region are display in map below.  
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Image 8: Customer deliveries by region. Adapted from (ŠKODA AUTO, 2016) 

As the table and map demonstrates, in Central Europe, the ŠKODA brand has stabilized 

to its growth trajectory. The Company enjoyed a 6.8% rise in its market share, with 

customers taking ownership of 183,770 vehicles. In the Czech Republic, the ŠKODA 

AUTO support its market leadership by delivering 88,016 cars to customer on its way to 

3.5 % year on year growth. Beyond the Czech Republic, delivery figures were also 

increasing in all other Central European markets. For example, in Poland, a record 56,180 

ŠKODAs were delivered, reporting a double-digit 12.3% increase on the previous year in 

the process. This confirmed ŠKODA as the number-one brand in Poland and count the 

country among the Company´s five largest markets for sale. Also in Slovakia, ŠKODA 

led the field, delivering 18,860 vehicles. Slovenia, the country, were ŠKODA receipt a 

record number of vehicles too. The Company deliveries up 10.8% to a record 6,320. 

ŠKODA AUTO also noted an upbeat 10,894 vehicle deliveries, up 8.8% in Hungary. 

(ŠKODA AUTO, 2016) 
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In spite of, the gloom clouding the car markets in Russia and Kazakhstan, the ŠKODA 

brand show a modest 3.1% year on year upswing in customer deliveries in Eastern 

Europe, where the sales attain 90,446 vehicles. ŠKODA deliveries on the Russian market 

balanced after the previous year´s developments. Although, customers took possession of 

55,386 vehicles, the rise was only 0.7% year on year. Demand in Kazakhstan declined 

sharply, heavily influenced by trends in Russia and unstable monetary policy. While, 

deliveries to customers shrank by 68.0% year on year to 753 vehicles. In Ukraine was a 

resurgence on the car market in 2016. This opportunity helped ŠKODA AUTO to achieve 

deliveries of 3,608 sales and thus increase of 57.2% higher than in the previous year. 

Similar trends also abounded elsewhere in Eastern Europe in 2016. Firstly, in Romania, 

ŠKODA gained double-digit growth, maintaining its position as the country´s second-

strongest importer by delivering 10,283 vehicles, up 14.4% on the previous year. ŠKODA 

made also good impact in customer deliveries in the Baltic countries, reporting 10.6% 

year on year growth to 6,549 vehicles. Secondly, in Estonia, the ŠKODA brand sold 

record 3,042 vehicles as it defended its second-place ranking among car manufacturer 

there. (ŠKODA AUTO, 2016) 

Western Europe´s automotive market continued its growth scenario in 2016. ŠKODA 

also reached into the spiralling demand by delivering record 454,001 cars to Western 

Europe, equal to 5.4% growth on the previous year. In the largest European market, in 

Germany, ŠKODA noted a 4.9% market share. Taking delivery of 165,196 vehicles, as a 

4.1% growth, Germany reported the best result ever, with ŠKODA remaining the 

market´s bestselling import brand. In the United Kingdom, the ŠKODA brand sold more 

cars than ever before 80, 325 vehicles and that is demonstrated by rise of 7,3% year on 

year and total markets growth of 2.3%. The ŠKODA broke its sales records in Ireland as 

well by selling 9,510 vehicles with a grow of 20.5%, in Belgium were lases of 18,925 

vehicles and rise of 5.1% and in Norway were sales 7,702 with grow of 4.1% year on 

year. Additionally, on the French and Finish markets, the brand reported not only its 

highest sales ever, of 23,013 and 7% grow and 11,074 and 10.5% grow of delivered 

vehicles, but also carved out its biggest ever market shares – 1.2% in France and 9.3% in 

Finland. (ŠKODA AUTO, 2016) 

ŠKODA´s performances on the Western European markets were outstanding. The 

Company celebrated a year of thriving sales in Italy, achieving double-digit growth of 



45 
 

24.1% by delivering 20,530 vehicles. Furthermore, ŠKODA did well on Southern 

European car market by clocking up 23,241 customer deliveries in Spain as it gained 

5.3% over the year. The same situation was in Austria, where ŠKODA AUTO nudged up 

deliveries to 20,563 vehicles in 2016 and in doing so defended its third place market 

position. As the Western European markets reported sound sales, ŠKODA delivered 

16,060 vehicles by grow 6.4 year on year in Sweden and 16,350 vehicles by 7.5% growth 

in the Netherlands. Lastly, in Switzerland, the final number of deliveries stood at 18, 579 

with the fall of 2.3% on the previous year, the market share stood at its highest level ever 

of 5.9%. (ŠKODA AUTO, 2016) 

The Overseas/Asia region and especially grooving market in China, plays a perceptible 

role in the ŠKODA´s growth and product offer. Totally, 398,260 ŠKODAs were delivered 

to customers with 9.2% yearly growth. This increasing trend was spearheaded by China, 

globally ŠKODA´s biggest market, where the company achieved success by delivering 

record of 317,088 cars with 12.6% growth in comparison with previous year. Most 

demanded models were the latest ŠKODA OCTAVIA and the new ŠKODA SUPERB. 

Moreover, another strong rise in the number of ŠKODA AUTO deliveries was made in 

Turkey, where customers took possession of a record 28,893 vehicles with outstanding 

30.0% early growth and, also the Company gained its largest market share ever. In Israel, 

ŠKODA deliveries 20,402 cars with growth of 14.9%. Last impressive results gained 

ŠKODA in Australia of 4,760, Taiwan of 4,501 and New Zealand of 1,282 delivered cars. 

On the contrary, the final number of sales, in India, stopped at 13,022 vehicles with the 

fall of 17.7% from the previous year. (ŠKODA AUTO, 2016) 
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Conclusion from company profile analysis 

+ Positive - Negative 

+ Long tradition and history of company 

+ Well know brand 

+ Employer for more than 25 000 people 

+ Cooperation with Volkswagen 

+ Relatively large product portfolio 

+ Added value for cars (Simply Clever) 

+ Own specialized university 

+ Own academy 

+ Participation in world automotive trade 

fairs and exhibitions 

+ Sustainability in Supplier Relations 

+ Popular brand for buyers 

+ Sales Record 

 

- Lack of new employees 

- Cooperation with suppliers on Russian 

market (Unstable political situation) 

- Outdated infrastructure to Kvasiny plant 

- Weakening demand in Kazakhstan (due 

to Russia monetary policy) 

- Decrease of sold cars in Switzerland 

from year 2015 to year 2016 

- Decrease of sold cars in India from year 

2015 to year 2016 
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3. SLEPTE analysis 

The SLEPTE analysis has been chosen due to huge impact of the social factors on the 

market and company.  

3.1. Social factors 

Aging the workforce 

Admittedly, workforce aging is currently one of the most serious and the most discussed 

social issues. In the following graph, is presented aging of the population of the Czech 

Republic by 2030, according to the results of the medium variant in the Czech Statistical 

Office projection. With a closer look at the basic indicator which represents the 

population age structure of the Czech Republic it is quite obvious that the three main age 

groups of population will continue to change in the future. Throughout the monitored 

period, the volume of children under 15 years is decreasing as a result of the decrease in 

birth rates and a significant increase is the share of the senior population due to the 

improvement in the mortality rate, especially in older age.  

The medium variation of the Czech Statistical Office projection assumes rapid increase 

in portion of people aged 65 years and over. In fact, at the table characterized that in the 

forecast horizon should be the portion already third. The increase in the portion of this 

component if the population will not be at the expense of the children´s component, but 

it will go hand to hand with decrease of the share of the productive component of the 

population. (CZSO, 2013)  
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Graph 5: Projection of the population of the Czech Republic until 2030. Adapted 

from (CZSO, 2012) 

According to the Czech statistical office there is a significant movement of the people. 

Those people who decided to move from one place to another should be divided into two 

groups. Firstly, there are students and economically active people who are migrating to 

the bigger cities like Prague or Brno. Second group of people are the pensioners, which 

are represented by people over 65 years old. Those people move from bigger cities to the 

villages to be able to cut their costs. In this situation become those people potential 

customers for the automobile industry, because they need to use a car. (CZSO, 2012) 

Furthermore, in 2016 the automotive plant in Kvasiny, had undergone a significant 

expansion in production, but the employer faces a lack of new workers. In order to make 

the area of interest larger for new potential workers, the company comes out with the 

unusual benefit for them.  (Krajskelisty.cz, 2016) 

Firstly, the automaker has agreed with the Hradec Králové region to set up new bus 

connections from Dvůr Králové and Červený Kostelec in order to bring new employees 

from other regions of Eastern Bohemia. 

Secondly, according to the Černý (2016), the head of the production plant in Kvasiny, the 

ŠKODA AUTO changed the working hours for current employees. Černý (2016) 

continue that this reaction is caused due to the lack of new employees and also because 

of the rice of producing cars especially the model Kodiaq. The manufacturer offers a 
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above-average salary, opportunity to buy a car with better financial conditions and also 

the guarantee of accommodation for 1500 CZK per month to new employees. None of 

those benefits does work because of the lowest unemployment rate in Rychnov nad 

Kněžnou region. The company is trying to find new employees in Poland or on Ukraine. 

(Pich, 2016) 

 

Stock of vehicles - passenger cars 

Next table represents the changes in the stock of vehicles of passenger cars in the Czech 

Republic and Austria. Austria has chosen thanks to the many similarities to the Czech 

Republic. For example, the level of GDP per capita is stable for three years as it is in the 

Czech Republic (Eurostat, 2016). With the closer look on the table below it is evident that 

the stock of vehicles does not have in 2014 that rapidly increased as it was in the case of 

2000. (Eurostat, 2015) 

Table 6: Stock of vehicles- passenger cars. Adapter from (Eurostat, 2015). 

 Stock of vehicles - passenger cars 

Country 1995 2000 2005 2010 2012 2013 2014 

Czech Republic 295 336 387 429 448 450 459 

Austria 451 511 504 530 542 546 547 

Per 1 000 inhabitants 

 

Car thefts 

Importantly, one of the verifiable truth is that ŠKODA AUTO belongs into the statistic 

of the category of top ten most stolen cars into Europe, according to Bednář (2015). As 

an example, can be show the number of stolen cars in the Czech Republic. For instance, 

in 2016 was overall 8,720 stolen cars and 4,131 of them was ŠKODA cars. The most 

stolen type of the car was Octavia, which in 2013 accounted for 56.6% of all stolen cars 

and in 2014 it was 55.9%. Another popular type of stolen cars was Fabia and the third 

place belongs to Felicia. These cars are mainly stolen for their spare parts. (Bednář, 2015) 
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3.2. Legal factor 

Following the strict rules of European Union caused increase in cost and losing the 

competitiveness on worldwide market. Also those regulations should be divided into two 

sections. Firstly, the section which has a primary impact on manufacturer and secondly, 

the regulations which have the primary impact on buyers.    

Health and safety regulation 

Health and safety at work is one of the areas where the EU has had the biggest impact – 

with a solid legal framework covering the maximum number of risks with the minimum 

number of regulations. (Europa.eu, 2016a) 

The Commission also works with the European Agency for Health and Safety at 

Work and the European Foundation for the Improvement of Living and Working 

Conditions to disseminate information, offer guidance and promote healthy working 

environments – particularly in small businesses. (Europa.eu, 2016a) 

As a legal basis should be mentioned: 

Directive 89/391/EEC on measures to improve safety and health at work: 

• encourages improvements in occupational health and safety in all sectors of 

activity, both public and private. 

• promotes workers' rights to make proposals relating to health and safety, to appeal 

to the competent authority and to stop work in the event of serious danger. 

• seeks to adequately protect workers and ensure that they return home in good 

health at the end of the working day. (Europa.eu, 2016b)  

Emission standards and regulations 

Nominally referred emission standards as “Euro” standards, which were introduced in 

1991 with “EURO 0” for passenger cars and in 1992 with “Euro I” for commercial 

vehicles. In fact, emission standards did exist before Euro 0, but this was taken as the 

starting point for Euro standard references. (ACEA.be, 2015) 

http://osha.europa.eu/en
http://osha.europa.eu/en
http://www.eurofound.europa.eu/
http://www.eurofound.europa.eu/
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:31989L0391:EN:NOT
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“Innovation has helped meet progressively tighter emission standards as the legislation 

has developed. Technologies such as variable valve timing, direct fuel injection and 

improved and highly sophisticated engine management systems have all played a major 

role. 

So to have exhaust after-treatment systems, where the engine and the exhaust after-

treatment are designed as a system (not forgetting the need for consistent and high-quality 

fuels in all EU markets – even beyond the EU borders for commercial traffic). All new 

diesel cars and all new trucks are now fitted with particulate filters to meet tough new 

Euro 6/VI standards. Many commercial vehicles also use Selective Catalytic Reduction 

(SCR) in combination with a urea-based additive to help reduce NOx emissions. SCR 

technology is appearing on larger diesel cars for Euro 6, but other NOx-reducing 

technologies such as lean NOx catalysts will also be adopted by vehicle manufacturers.” 

(ACEA.be, 2015) 

Those standards should more quickly improve air quality and also help to stimulate the 

economy. (ACEA.be, 2015)  

History and levels of Euro standards for passenger cars: 

Table 7: Euro standards. Adapted from (ACEA.be, 2015) 

Introduction dates Petrol Diesel Petrol & 

Diesel 

Euro 

standard 

All new 

registrations 

NOx 

(g/km) 

Mass of 

particles 

NOx 

(g/km) 

Mass of 

particles 

Number of 

ultra-fine 

particles/km 

Euro 1 31/12/1992 0.97 - 0.97 0.14 - 

Euro 2 1/1/1997 0.5 - 0.9 0.01 - 

Euro 3 1/1/2001 0.15 - 0.5 0.05 - 

Euro 4 1/1/2006 0.08 - 0.28 0.025 - 

Euro 5 1/1/2011 0.06 0.0045 0.18 0.0045 6 x 1011 

Euro 6 1/92015 0.06 0.0045 0.08 0.045 6 x 1011 
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3.3. Economical factor 

Economic factors especially the economic cycles in domestic and world economies, along 

with inflation rates, GDP growth, interest rates and unemployment rates and the rate of 

taxation are the most important to track and analyse from the company point of view. 

Following table represent the most appropriate macroeconomic indicators compared from 

2012 till 2016 which have a significant impact on demand.  

The indicators for the years 2012 are based on revised annual national accounts for these 

years. Moreover, the values for 2013 and 2015 are taken from the definitive annual 

national accounts report for those years. The indicators for the year 2014 are placed on 

the semi-definitive annual national accounts. Furthermore, the values for 2016 are derived 

from the sum of quarterly data. The Gross Domestic Product (GDP) and other 

macroeconomic indicators at constant prices are in accordance with the requirement of 

Eurostat´s price baseline 2010 and those prices were calculated using year-on-year 

indexes of data reported in previous year prices.   

GDP 

Gross Domestic Product is a measure for the economic activity and it is defined by 

Eurostat (2017) as a sum of activity values processed in all sectors and processed by 

national accounting systems as productive. There are, for example also considered market 

and non-market services. Eurostat (2017) also shows that those calculations leads to 

purchase prices for which market outputs are realized.  

With a closer look at figure belong it is obvious that the GDP of the Czech Republic has 

continually increasing position from 2012. Therefore, it is evident that the level of 

economic activity is prosperous for investors and companies.  
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Table 8: Macroeconomic indicators. Adapted from (Eurostat, 2017) 

Index   2012 2013 2014 2015 2016 

Indicator of real economy 
 

  
    

GDP  mld. CZK,   4 059,9 4 098,1 4 313,8 4 554,6 4 715,1 

GDP per capita  CZK/per capita  386 317 389 900 409 870 432 006 
 

GDP per capita in PPS PPS/per capita  21 949 22 397 23 758 25 197 
 

GDP  %, y/y, real  -0,8 -0,5 2,7 4,5 2,4 

General rate of unemployment  %, average  7,0 7,0 6,1 5,0 4,0 

Average gross nominal wage  %, y/y  2,5 -0,1 2,9 2,7 4,2 

Average real wages  %, y/y  -0,8 -1,5 2,5 2,4 3,5 

Average pension/average wages  % 
 

41,6 42,3 42,0 41,7 40,5 

Inflation rate  %, y/y, average 
 

3,3 1,4 0,4 0,3 0,7 

Export prices of goods  %, y/y, average 
 

2,9 1,2 3,5 -1,7 -3,1 

Import prices of goods  %, y/y, average 
 

4,2 -0,2 1,9 -1,9 -4,0 

Currency Indicators 
       

CZK/EUR  average 
 

25,143 25,974 27,533 27,283 27,033 

CZK/USD  average 
 

19,583 19,565 20,746 24,600 24,432 

Nominal effective rate  % 
 

109,7 107,2 101,36 100,0 102,4 

Real Effective Course  % 
 

106,7 104,3 101,0 100,0 100,01 

Note: y/y - year-on-year change, PPS – Purchasing Power Standards
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GDP per capita in PPS 

The volume index of GDP per capita in Purchasing Power Standards (PPS) is currency 

unit in which represents the differences between the purchasing power expressed in 

relation to the European Union (EU28) average. Basic figures are expressed in PPS, i.e. 

a common currency that eliminates the differences in price levels between countries 

allowing meaningful volume comparisons of GDP between countries.  (Eurostat, 2017a) 

For example, the Czech Republic, Slovenia and Cyprus have a level of GDP per capita 

between 10 % and 20 % below the EU-28 average. (Eurostat, 2017b) 

Inflation rate and unemployment rate 

Inflation rate is formulated as the rate of change in the price level. The price level 

represents the average price level of a particular basket of goods in the current period of 

time compared to the previous period. The unemployment rate is expressed as a 

percentage of the unemployed in the economically active population (Dvořáček et al 

2012). 

Table (8) shows that inflation rate and unemployment rate have a decreasing tendency in 

the five years period.  Due to 4 % low-level of unemployment, in 2016 it is evident that 

the population has bigger consumption and therefore the level of inflation is in 2015 lower 

than in 2012.  

Average monthly wages in the Czech Republic 2012 - 2016 

As it is noticeable from the Graph (6) the average monthly wages increased since 2012. 

On the one hand, the level of monthly average wage was 26 174 CZK in fourth quarter 

of 2012 and on the other hand 28 311 CZK in fourth quarter of 2016. According to the 

Czech statistical office only one third of Czech population could gain this level of average 

monthly wages. (CZCO.cz, 2017) 
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Graph 6: Average montly wages in CZK. Adapted from (Fisher, 2016) 

For example, the average in EU salary was approximately 1508 EUR in 2016. With the 

comparison of 793 EUR in the Czech Republic. (Fisher, 2016) 

Dvořáček et al (2012) argues that growth of wages can cause a higher production costs 

and is reflected in rising production prices.  

 

Export and import prices of goods 

Thanks to the intervention of the Czech national bank (CNB) the amount of export rose 

for more than 400 milliard CZK.  The Czech national bank intervention started in 2013 

with the weakening Czech crown on foreign exchange market, thus this reaction will keep 

the Euro close to the level of 27 CZK/EUR.  The CNB´s goal, in line with its legal 

mandate was to maintain price stability which should lead to the stable development of 

the Czech economy.  (ČNB, 2017) 

According to the Table (8) the export and import prices of goods represent the percentage 

change in the average price level in the twelve months of that year against previous year.  
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Nominal Effective rate  

Nominal effective exchange rate of the CZK, is expressed by index which shows an 

appreciation (index above 100) or depreciation (index below 100) of the national currency 

against a basket of selected currencies over a certain period against the base period, which 

was the year 2010. Jurečka (2010) continue that nominal exchange rate represent the price 

of one currency expressed in units of other currency.  

 

The changes in the level of exchange rate are consistent due to the CNB´s intervention. 

Therefore, the level of CZK against EUR was 25,143 in 2012 and after the intervention 

its starts grow up to the level of 27,033 in 2016. The biggest change recorded an exchange 

rate of CZK against USD on year-on-year bases from 2014 were the level was 20,746 up 

to the 2015 when the exchange rate rise on 24.6.  

Dvořáček et al (2012) argues that the devaluation of currency leads to higher cost of 

living, which means lower export earnings a than lower labour demand.  

Fuel price development 

In graph below is demonstrated development of the prices for Petrol and Diesel. Those 

two oils are the most common fuels for the cars. With the closer look at the graph it is 

obvious that the price level of both fuels has decreased in terms of three years period. The 

fuel reaches a peak in second half of 2014 and plumed the bottom in first quarter of 2016. 

To sum it up, the level of fuels prices are more affordable and thus the car costs are 

cheaper. (Kurzy.cz, 2016) 
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Graph 7: Fuel price development in the Czech Republic. Adapted from (Kurzy.cz, 

2016) 
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3.4. Political factors  

Those factors are for the most part connected with social and environmental factors. Even 

though, there were choosen  areas which are different.   

Corruption level 

According to the 2016 Corruption Perceptions Index reported by Transparency 

International is the Czech Republic the 47 least corrupt nation out of 175 countries. 

Corruption Rank in the Czech Republic averaged 45.86 from 1996 until 2016, reaching 

the top of 57 in 2011 and a record low of 25 in 1996. In additional, Slovakia is the 54 

least corrupt nation. (Tradingeconomics.com, 2016)  

 

Graph 8: Corruption level of the Czech Republic. Adapted from 

(Tradingeconomics.com, 2016) 

 

Local authority 

In order to reduce impact of using passenger’s cars are not such of the evidence of 

promotion of public transport in the Czech Republic. This scenario leads to the 

overcrowded cities and insufficient infrastructure. In most of the cities, they tried to solve 

this problem and calm their centres by limiting or excluded the road traffic and the parting 

as well. The city centres suffer from poor accessibility and thus lose their attractiveness 
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for local people. Residents and other users of public and individual transport are 

concentrated in few main urban roads which are on the border of their capacity. In 

addition, due to the lack or directional unattractiveness of the bypasses, there are many 

agglomerations of these roads and there are burdened by transit traffic. Those traffic will 

still have more negatively influences on operating parameters (especially regularity and 

operational speed of public transport).  

 

Parking costs for one hour in CZK 

From the table below it is evident that the parking cost increased from 2003 till 2016. The 

interesting part is the “Ústecký” and “Liberecký Kraj” which are located near to each 

other and still the change is considerable from 2003 to 2016. The increase in parking cost 

could have a negative impact on the presence of cars in centres of cities. (CZSO.cz, 2016) 

Table 9: Parking costs in the Czech Republic. Adapted from (CZSO.cz, 2016) 

 2003 2016 

Average in CZ 15,20 22,94 

Praha 22,90 33,13 

Středočeský kraj 9,51 21,25 

Jihočeský kraj 11,82 17,83 

Plzeňský kraj 17,86 21,67 

Karlovarský kraj 16,18 25,00 

Ústecký kraj 14,57 16,67 

Liberecký kraj  13,57 25,00 

 

 

Government Stability  

According to the World Bank provides data for the government stability of the Czech 

Republic from 1996 to 2015.  The political stability index is represented from the ranch 

of -2.5 as a weak stability to 2.5 strong stability. The average value for the Czech Republic 

during that period was 0.9 points with a minimum of 0.26 points in 2000 and a maximum 
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of 1.09 points in 2011. In comparison to other states Czech Republic takes a 34th position 

and Slovakia 35th in the worldwide range. (TheGlobalEconomy.com, 2015) 

 

Graph 9: Political stability of the Czech Republic. Adapted from 

(TheGlobalEconomy.com, 2015) 

This political stability has an impact on relation with foreign countries. Moreover, 

political stability has also influenced the EU especially the EU Parliament.  
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3.5. Technological factor 

The main topic of the technological factor of automobile sector is the technological 

revolution. Car manufacturers are aware to miss the opportunity of come up with the latest 

technological update for their car portfolio. Vision of clean mobility, connectivity, car 

sharing and autonomous car are symbols which connect the automobile industry with 

other partners. For example, the concern Volkswagen take on former executive manager 

of Apple – Johann Jungwirt into the new department of digital strategy.  

 

Connectivity and Autonomous Control Systems 

Connecting cars to the applications in mobile phones and autonomous driving are 

arguably most interesting areas of innovation, especially for customers. Todays it is not 

only possible to connect and synchronise car with a smartphone but also to take control 

of it, for example, Mazda provides a system that allows starting car just with the phone. 

On the other hand, autonomous driving systems can keep the car on road, monitor objects 

around the car or park all thanks to the new extensive sensors.  

This may lead for example to new subject mostly from IT sector to enter the market, 

however, they would have to deal with high starting cost for developing their own cars. 

(eDotace.cz, 2016) 

Digitalisation of production 

Digitalisation of the car industry is another huge opportunity for the automotive industry. 

In practice, this means connection all smart devices, product lines and product, all product 

systems, warehouses logistic services to one smart IT network. This would allow 

companies to communicate with clients and their smart devices in real time without any 

human input. In next couple of years, this might lead to people choosing and buying their 

own unique car through the internet rather than going to the car dealers.  In fact, they will 

rent cars for a couple of years instead of buying them. 

The production process will start with customer creating order than the smart system will 

analyse the order and send requirement to the production lines. Robots will then produce 
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each product and send it back to the car factory. Each product line will not be owned by 

the car factory itself but instead will again be rented from the producers. Rent periods will 

be much longer as well.  

This shift to the smart factories will lead to continuing robotisation, implementation of 

smart chips and sensors, usage of 3D printers and in the end lead to increase in 

productivity. The role of employes will be mostly in maintenance and control of robots. 

(eDotace.cz, 2016) 

 

Sharing kilometres 

Sharing kilometres is a new trend nowadays and moreover the Graph (10) represent the 

forecast of increased in distance travelled for year 2030. For instance, in Europe is the 

same level of increased miles by sharing as by using the electric cars.  

 

 

Graph 10: Increased in distance travelled in 2013. Adapted from (Zpravy.e15.cz, 

2016) 
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cars up to 2025. The CEO continues that from that year their starts sell two or three 

millions of pure electric cars. (Zpravy.e15.cz, 2016) 

3.6. Environmental factor 

Environmentally-friendly and sustainable mobility should be a goal for European auto 

makers, not just an aspiration. However, it is clear that a model of sustainable mobility 

cannot emerge from technology alone. The automotive sector recognizes its role. 

Investments in vehicle technology, intelligent transport systems and cleaner production 

processes have already played a significant part in cutting emissions and improving 

safety. 

However, obviously the interdependent challenges of matching economic growth with 

environmental improvements and improved social responsibility can only be fully 

realized through a more collaborative approach. 

Destruction of car wrecks and waste management 

The primary objective is to efficiently remove dangerous waste from the environment. 

The secondary objective is to achieve the required degree of recycling of materials from 

end-of-life vehicles.  

The process of ecological liquidation begins with the production of new vehicles. The 

European Union is trying to limit the occurrence of waste from vehicles and to reinforce 

the reuse, recycling and other forms of end-of-life vehicles and their components. In 

pursuit of these two objectives, it sets new requirements for European vehicle 

manufacturers to design vehicles that are easy to recycle. The processing step will meet 

the requirements of Directive 2000/53 /EC of the European Parliament and of the Council, 

which sets the minimum admissible rate of car wreck recycling to 95% of its weight. With 

all of that requirement is buying a new car becomes more expensive. (MZP.cz, 2014)  

Enviromental strategy 

On the one hand, as part of the Volkswagen Group, ŠKODA AUTO is bound by the 

Group´s environmental strategy and strives to reach the associated targets defined in four 

target areas:  

1) Top in intelligent mobility 
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2) Leaders in eco-friendly products 

3) Top in lifecycle based resource conservation 

4) Consistent anchoring throughout the company  

Implementation of the corresponding measures is based on Group Environmental 

Principles Product and Group Environmental Principles Production. For example, the 

Group Environmental Principles Product represents that over its entire lifecycle, every 

new vehicle model should exhibit superior environmental characteristics to its 

predecessor. (ŠKODA AUTO, 2014b) 

Dieselgate scandal 

On the other hand, the ŠKODA AUTO was a part of the “Diesel gate scandal”. In 

September 2015, the Environmental Protection Agency (EPA) found that many VW cars 

being sold in USA had a “defeat device” or software in diesel engines that could detect 

when they were being tested, changing the performance accordingly to improve results. 

The VW has since admitted cheating the emmissions tests in the US.  The main goal of 

the VW was to sell diesel cars in the US, support by a huge marketing campaign 

presenting its cars´ low emissions. The EPA´s findings cover 482 000 cars only in the 

USA, but Volkswagen has admitted that about 11 million cars worldwide, including eight 

million in Europe, were accused with the so-called “defeat device”. (BBC.com, 2015) 

Volkswagen confirmed, on the end of 2015, that some 1.2 million ŠKODA vehicles were 

affected by the scandal. After that, Volkswagen withdraws some 482,000 cars in the 

United States. This graph below shows the number of diesel vehicles that were equipped 

with software designed to defeat emissions controls. (Statista, 2015) 
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Graph 11: VW vehicles fitted with software to manipulate diesel emissions tests. 

Adapted from (Statista, 2015) 
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Conclusion from SLEPTE analysis 

Social 

+ Luxury status 

- Aging the workforce 

- Lack of new employees 

- Car thefts 

Legal 

+ Employees protection (H&S standards) 

- More costs with following legislation 

standards 

Economical 

+ Economically active county 

+ Relatively low wages  

+ Strong currency (cheaper export) 

+ Relatively low price for fuel 

- Low unemployment rate  

Political 

+ Low level of corruption 

- Relatively low level of political stability 

- Parking costs 

Technological 

+ Cooperation with Apple 

+ Robotisation 

+ Digitalisation of production 

- High costs for innovation 

Environmental 

+ Sustainability strategy 

- “Dieselgate” scandal 

- Destruction of car wrecks 

- Waste management 
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4. Application of Porter’s Model 

This part focuses on Porter´s five forces analysis, which means that the centre of the 

interest is not on companies manufacture on selected market but also on the threat of new 

entrants on the market, threat of substitute products or more specifically on supplier 

power and buyer power.  

Whole findings of this analysis are summarized up in the table belong:  

Industry Forces 2016 

Intensity of Competitive Rivalry High 

Threat of New Entrants High 

Threat of Substitute Products Low 

Supplier Power Low 

Buyer Power High 

 

4.1. Intensity of Competitive Rivalry 

Generally, the car industry is highly competitive and mostly, its gain low returns because 

the cost of competition are high.  

The main aim of this part is to demonstrate intensity of competition for ŠKODA AUTO, 

respectively Volkswagen group. Company´s core business is to manufacture cars. For 

evaluation main competitors, it is crucial to look at companies running business with the 

same function, even if the companies did not take the same part in establishment same 

product portfolio.  

The car industry is considered to be an oligopoly, and that - minimizes the effects of price-

based competition. The car producers realized that price-based competition does not 

necessarily lead to increases in the size of the marketplace. Although, in history the car 

manufacturers tried to avoid price-based competition, but more recently the competition 

has intensified – rebates (the discounts of regular prices), preferred financing and long-

term warranties have helped to develop trust in customers, but they also put pressure on 

the profit margins for vehicle sales.  
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Graph 12: Global automotive market share in 2016. Adapted from (Focus2move, 

2017) 

According to the Focus2move (2017), this graph shows a ranking of the world´s leading 

car manufacturers in 2016, based on revenue. Statista (2017) continue that in August 

2014, the ranking of the world´s largest automotive manufacturers was topped by Japan´s 

Toyota Motor Corporation, while Germany´s Volkswagen AG was ranked second. The 

European automaker´s worldwide automobile market share caused a loses in a light of 

the Volkswagen diesel deception scandal that emerged in September 2015. The 

Volkswagen was forced to recall at least 8.5 million vehicles that were fitted with a 

defective device in their engines. Moreover, nowadays with growing environmental 

awareness and an increasing aspiration to connect vehicles to the internet, automotive 

manufactures are faced with a variety of new challenges. The revolution of the industry 

could be caused by the shift to lighter materials, or tend towards electric vehicles and 

specially by alternative fuel powertrains. (Statista, 2017) 

 

4.2. Threat of New Entrants 

According to the European legislation there is a significant number of barriers which all 

of the potential car makers should fulfil. For example, reducing CO2 emissions, financing 

research or alternative drive. (Europa.eu, 2017b) All those requirements, makes a threat 

of new entrants’ high. (Europa.eu, 2017) Small number of entrepreneurs are able to enter 
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into the automotive industry because it involves a high capital investment to create 

manufacturing facilities and a distribution network. Furthermore, the reality that the 

existing car manufacturers gets benefits from economies of scale and scope, create a very 

difficult offer price position for the new entrant. Finally, the tradition and good reputation 

of company involves time and results which the new company is not able to receive. 

(AutomotiveTrainingCentre, 2015) 

However, in 2016 were presented these companies:  

• Rimac Automobili 

The true story behind this car producer, is that the world´s fastest electric vehicle was 

produced by a single man, founder of Rimac Automobili. Originating in Croatia, the 

company is keeping it simple with only one original vehicle – the Concept 1. (For picture, 

please see the Appendix 1). This sporty silver electric supercar produces an impressive 

1088 horsepower and has 600km of range from one battery charge. The Rimac 

Automobili has already had eight customers, who were able to pay the $1 for this special 

type of vehicle. (AutomotiveTrainingCentre, 2015) 

• SABA Motors 

California based star-up SABA Motors is second new auto company that is trying to stand 

out in the electric car market. Their glossy yellow Carbon Zero roadster model, (see at 

Appendix 2), has a range of about 225 km and it is able to accelerate from 0-100km in 5 

seconds. The SABA Motors aspires to be the closest competitor to Tesla in terms of 

offering affordable, everyday electric vehicles. (AutomotiveTrainingCentre, 2015) 

• Venturi Automobiles 

Even though the French cars are not as famous as Italy´s or Great Britain, they have been 

noticed to produce some outstanding models over the years. The Venturi is an up-and-

coming company from France, whose production style focus mainly on luxury electric 

cars. Their product portfolio consists the Fétish, (Appendix 3), the first electric production 

sports car in the world and the Eclectic (Appendix 4). A low-speed solar powered car. 

(AutomotiveTrainingCentre, 2015) 

• Shelby Supercars 
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Shelby is one of the few new automobile companies which focus on traditional market 

and not on the electric one. The newest vehicle, produced by the company is the SSC 

Tuatara, (Appendix 5), is a concept supercar with the incredible ability to ramp up 1700 

horsepower (with emission controls removed). Obviously, it is not possible that the car 

with that magnitude of power would ever become street legal. 

(AutomotiveTrainingCentre, 2015)  

• Lightning Car Company 

The Lightning Car Company from the United Kingdom, produces high-performance 

electric sports cars that run off an innovative quick-changing lithium-titanate battery, and 

have an impressive range of approximately 240 km per change. With challenging start of 

the company manufacturing processe, their first Lightning GT car - (Appendix 6) - was 

finally released in 2015. This car is able to accelerate of 0-60mph (it is approximately 0-

96km/h) in under 4.5 seconds and an unrestricted top speed in excess of 175 mph (it is 

approximately 281km/h).  (Magtec, 2017)  

 

4.3. Threat of Substitute Products 

Generally, as substitutes of cars should be considered a public transport, including urban 

public transport, trams, buses, aircraft, passenger and cargo shipments. Furthermore, there 

is also impact of non-motorized transport, which includes personal bicycles or scooter, 

they are usually used for individual short-distance transport or for sports purposes. 

According to the Czech project “Ride the bicycle to the work”, there is increasing number 

of people who change their means of transport on the way to work. This project, starts as 

a competition for the one month, where participate 10 800 contestants from 1 825 

companies in 27 cities, all participants together overcome 2,3 million kilometres. 

Currently, there is a huge impact of “green trend”, which means that population is 

interested in environment, so the projects like “Ride the bicycle to the work” will be more 

and more on a daily basis.  

On the other hand, there are a number of advantages of using a car. Firstly, a 

psychological effect of owning a car, which is represent as the subject of prosperity and 
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success.  Secondly, the comfort of using a car, where the owners do not need to rely on 

schedules and system. (Auto-mat.cz, 2016) 

4.4. Supplier Power 

Suppliers are one of the main factors for successful managing of competitive advantage 

in automobile industry. The car producers put an effort to minimize possible risks of 

external dangerous influence associated with its suppliers.  

The ŠKODA AUTO focuses on creating relationship with the suppliers on behalf of the 

project by the VW Group´s “Sustainability in Supplier Relations”. This project includes 

monitoring of supplier’s activities in line with those principles. To ensure that the flows 

of goods and services remain stable and operative, the VW Group formulated this concept 

in 2006 and has continued to refine it ever since. In addition to traditional priorities such 

as quality, price and delivery times, the concept has been closely integrated in the 

procurement process. Furthermore, the continuation of applying and monitoring ability 

standards in the supply chain is above all a matter of minimizing risk.  

For example, preventing potential supply shortages and damage to reputation and 

ensuring that the quality of the procured supplies and services remains consistent. 

Members of Volkswagen group and their suppliers gain a profit from the long-term 

cooperation. For suppliers, it is prestigiouse and sustainable contract. For the VW Group, 

it is the saved suppliers switching cost and delivery on time, so the storage cost could be 

minimal. However, the cost for changing suppliers are high, if the suppliers are not 

compliant, they could be easily replaced. The principles for selection and cooperation 

with feasible suppliers are described in detail in the “Volkswagen Group Requirements 

regarding Sustainability in its Relationship with Business Partners”.  This agreement 

focuses on environmental topics, employee rights, transparency and fairness, as well as 

on clear rules on the strict prohibition of child labour and force labour. All of the ŠKODA 

AUTO suppliers are required to act in accordance with these guidelines and to exploit all 

potential for improvement. 

Current and potential suppliers are expected to have: 

• Functional environmental management system 
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• Actively address ecological challenges 

• Prevent health and environmental damage 

• Avoid unnecessary waste 

• Minimalize the impact of the manufacture and their products on environment  

• Make recycling priority 

• Promote vocational and professional training among employees 

At the same time, suppliers are beholden to respect their employees´ fundamental human 

rights, combat corruption, advocate fair competition and specifically prohibit child-, 

forced- and compulsory labour. Before the cooperation starts, potential suppliers must be 

registered in the Group Business Platform. (ŠKODA AUTO, 2014b) 

4.5. Buyer Power 

Buyer power links to the ability of individual customer to negotiate prices that extract 

profit from the seller. As a primary buyers of motor vehicles should be mentioned private 

individuals, commercial companies and government. The power of buyers is the decision 

making. All those primary buyers have a right to choose brand, equipment and type of 

motor vehicle. Individual customer has influence over price within a given dealership 

because of the small costs for replacing to other auto dealers. However, the power over 

manufacturers is inappreciable.  

The ŠKODA AUTO supports selling of cars on the Czech automobile market with the 

service called ŠkoFIN. This service includes car loans, car leasing or operating lease, car 

insurance etc. In fact, this is an additional service of Volkswagen Financial Services AG 

that was set up in 1992 and as the first one focused on car leasing in the Czech market 

and support brands within Volkswagen group. The ŠkoFIN generated 17 percent more 

new financing contracts in the year 2015 compared to the preceding year. According to 

the statistics of the Czech Financial and Leasing Association ŠkoFIN kept its 23 percent 

market share and expanded its overall portfolio by 18 percent. The net profit increased by 

41 percent in 2015. With closer look, on key figures from 2015 is noticeable that 

popularity and usage of this financial service is increasing (vwfs.cz, 2015):  
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Table 10 Financial situation of Czech Financial and Leasing Association ŠkoFIN.  

Adapted from (vwfs.cz, 2015) 

Key figures 2015 2014 

Number of new financial 

contracts 

46,634 39,756 

Sales CZK 6,348 mil. CZK 5,594 mil. 

Total assets CZK 33,386 mil. CZK 26,512 mil. 

Total equity CZK 5,238 mil. CZK 4,753 mil. 

Average number of 

employees 

206 195 

 

Therefore, the power of buyers is medium. On the one hand the final impact on the 

manufacturer is low, on the other hand the purchase of the motor vehicle should be 

realized on various platform, for example in dealer store or online. In conclusion, as low 

switching cost of the dealers the buyers effect is high. (Investopedia, 2017)   
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Conclusion from Porter´s Five forces analysis 

 

Image 9: Porter´s five forces analysis - conclusion. Adapted from (Porter 1993) 
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5. McKinsey 7s Model 

5.1. Strategy 

Consequently, the Company has devised the ŠKODA Strategy 2025, introduced in 2016, 

before that company was drive through the ŠKODA Strategy 2018, which ended in 2015. 

Main aim of the ŠKODA Strategy 2025 is to transform ŠKODA AUTO from car 

manufacturer into a mobility service provider capable of predicting customers´ needs and 

requirements in the next decade. The strategy reflects tendencies and directions drive by 

the global mega-trends that have high influence on various industrial areas and society. 

(Volksvagen, 2016) 

The most powerful trends include electrification, digitalization, connectivity and 

urbanization, shaping the future of the automotive industry and different ways of the view 

on personal mobility. Personal mobility and the individual driving experience are about 

to turn into automated driving, conventional cars and electric vehicles delivering 

comprehensive connectivity and going thought all environmental requirements. 

Especially, when the conditions are defined, the car will become a perfect mode of 

mobility available even to groups of people who were previously unable to drive because 

they were limited by age or health disability. (Volksvagen, 2016) 

The ŠKODA Strategy 2025 responds to these trends and requirement and is gearing new 

vibes in the way of challenges as it transforms. This transformation focusses on redefining 

the vehicle of the future and identify new business models.  

The company´s medium-term objectives are to focus on compliance with CO emission 

limits, introduce smart safety and connectivity service and solution and design a system 

which combined the information sharing and fun. (Volksvagen, 2016) 

ŠKODA AUTO will also boots its “Simply Clever” philosophy. In this area will be the 

approach put into effect and will introduce a new element the will not only ease 

customers´ lives, but will also make using and driving the car itself more intuitive, 

smoother and effectively. The company has achieved a great technological and qualitative 

maturity, unveiling vehicles with a new design intended to resonate with new customer 

group and form the brand perception in new ways. This strategy was presented in 2016 

and will seek out new potential markets and customer groups. (Volksvagen, 2016) 
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Image 10: Logo of the strategy. Source: (Volkswagen, 2016c) 

 

Image 11: The main pillars of the Strategy 2025. Source: (Volkswagen, 2016c) 
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5.2. Structure 

The board organizational structure of ŠKODA AUTO is presented into the section of 

company analysis. Additionally, the ŠKODA AUTO could be divided into the following 

main areas: 

• Central management department 

• Technical development 

• Production and logistics 

• Sales and marketing 

• Finance and IT 

• Human resource management 

• Purchasing 

With a new Strategy 2025 the ŠKODAAUTO will expand this organizational structure 

with a new department “Corporate Development and Digitalisation” as a crucial element 

of the technological transformation. Digital strategy is created with corporate 

digitalisation, connectivity and new mobility solutions. (ŠKODA AUTO, 2016) 

As another example of organizational structure of ŠKODA AUTO should be mentioned 

the ownership structure, which is presented in picture below: 
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Image 12: Organizational structure of ownership. Source: (ŠKODA AUTO, 2016) 

 

5.3. Systems 

The ŠKODA AUTO systems are running through whole company. From the beginning 

of the employees´ point of view it is the system of recruitment a new workforce.  

This process is divided into seven steps. Firstly, the potential employees should select the 

job, which they would like to apply for. After they made their decision they should send 

a professional CV to the company Human Resource department. Next step leads to the 

contacting from the company side and arranging the personal or telephone interview. Due 

to the physical and psychological difficulty of the job, all of the potential workers are 

asked to pass the medical examination before they meet they recruiter. With all positive 
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results of every step the potential employees become a part of the ŠKODA AUTO 

company. (ŠKODA AUTO, 2016) 

5.4. Style 

Regarding the Czech history ŠKODA AUTO does not have a create a company culture, 

especially leadership. All of these initiatives the company took from the Volkswagen 

group. The group formulated a new Group-wide management principle and reviewed the 

criteria for appointments to management positions in 2016.  

Another important policy, which was introduced in 2016 was the Code of Collaboration, 

which will support interactions within the Group in a clearly definite set of values. The 

code defines the principles for trust-based collaboration within the Group and also 

describes how employees should cooperate with the brand network. (Volkswagen, 2016b) 

5.5. Staff 

The core of every business strategy are its employees. The ŠKODA AUTO, especially in 

2016 make some changes in the workforce range, in order to keep up with the launch of 

new models and increased production capacity at the Kvasiny and Mladá Boleslav plants. 

As a new company Strategy 2025 started the objectives pushed the human resources 

management strategy into the reviews and updates. As was already mentioned, the main 

aims of the Strategy 2025 are digitalisation and improvement of IT which should have a 

huge impact on the skills of potential employees. (ŠKODA AUTO, 2016), (ŠKODA 

AUTO, 2015) 
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Table 11: ŠKODA AUTO workforce. Adapted from (ŠKODA AUTO, 2016) 

Company workforce 

 Number of employees Change (%) 

31 December 2016 31 December 2015 2016/2015 

ŠKODA AUTO – 

permanent employees 

27 462 24 567 11.8% 

of which: 

Mladá Boleslav plant 21 240 20 414 4.0% 

Vrchlabí plant 831 779 6.7% 

Kvasiny plant 5 391 3 374 58.8% 

ŠKODA AUTO - 

apprentices 

911 885 2.9% 

ŠKODA AUTO total 28 373 25 452 11.5% 

 

According to the Table (11) it is obvious that the masive increase of employees was in 

Kvasiny plant. With the closer look on this plant it is evident that this rise was caused by 

increase in production of SEAT and SUVs in Kvasiny plant. Compliance of employees 

rights is a main job description of local KOVO ŠKODA AUTO a.s. Trade Union. All of 

the recruits went through the training program. The goal of this training is to ensure that 

the products are made in top quality. (ŠKODA AUTO, 2016) 

The employment growth has been also supported by new models built in Kvasivy and 

due to was introduced the 18-shift week from January 2017. In practice, that is means that 

the Kvasiny plan is working from Sunday 22:00 o´clock until Saturday 22:00 o´clock.  

Those working hours are divided into three shifts per day (morning, afternoon and night 

shifts)  including Saturday. In fact, every employee should work 37,5 hours per week. 

(Internal source, employees interview) 

This hike in employee numbers has prompted the ŠKODA AUTO to modernize and 

expand its social service (building additional cafeterie) and provide new parking facilities. 

Eventhough, the volume of parking spaces increased, there is also increase in time of 



81 
 

leaving this parking spot after one shift up to 25 minutes. The whole plant´s major growth 

is a challenge for the entire region. The ŠKODA AUTO puts the main effort into toe fast 

development of transport and infrastructure in the region.  

Another major challenge of the ŠKODA AUTO is the situation on the Czech labour 

market. In 2016, was determined a huge deficiencies of skilled and unskilled labour. 

Because of this situation, ŠKODA AUTO innovate a recruitment campaign on Slovakia 

and Poland, while collaboration with state administration department has even made it 

possible to hire new employees in Ukraine. The conditions offers by agency staff at the 

ŠKODA AUTO are also on the way to improve. This challenge is caused by gaps in 

technical teaching in the Czech Republic. The ŠKODA AUTO tried to popularize 

technical education in this country for many years. (ŠKODA AUTO, 2016) 

In additional, ŠKODA AUTO has reinforced the team of experts on strategically 

important themes. These positions can be placed into the technical development, 

production and sales, with IT strength value. For instance, the company develop the 

ŠKODA AUTO DigiLab in Prague for this purposes. (ŠKODA AUTO, 2016) 

5.6. Skills 

With the closer look on the situation on Czech labour market it is obvious that there is a 

significant lack of the technical skilled workforce. Secondly, the new technical 

requirements and the digitalization of company production could be also a problem for 

further recruitment. 

The ŠKODA AUTO could solve this challenge with the training of younger generation 

and providing a further training for existing employees.  

The new Strategy 2025 will also bring a new job specialisation, for example in 

development, production and servicing of electrified vehicles and digital service 

provision. The company should prepare its employees on this change and train them for 

instance in ŠKODA Academy, where is the placement for educational activities.  

The Graph (13) below represents the qualification structure of the ŠKODA AUTO 

permanent employees in 2016.   
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Graph 13: Qualification structure of pernament employees. Adapted from (ŠKODA 

AUTO, 2016) 

The ŠKODA AUTO, managed to create a technical and post-technical training for 

workers, in 2016. More than 6 550 people completed almost 600 post-technical training 

courses, with expedition of attender’s skill sets. The company also put effort into a new 

and creative forms of learning. For example, there are eLearning, blended learning and 

virtual classrooms. All of the attenders are included into the pool and for their motivation, 

are provided valuable prices to win. (ŠKODA AUTO, 2016) 

Another stage in the modernization of the ŠKODA AUTO was a Secondary Vocational 

School of Engineering. In that high school new robotic laboratory, the lecture hall and 

sanitary facilities were modernized, in 2016. This school educated more than 900 students 

for their future careers in 2016. (ŠKODA AUTO, 2016) 

Cooperation with the KOVO ŠKODA AUTO a.s. Trade Union, leads the “Certified 

Specialist” project forge ahead. This project allowed students who achieve an agreed 

average grade upon completing their studies, recruit into ŠKODA AUTO company.  
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The company has also an impact on the ŠKODA AUTO University, which the teaching 

of technical subjects focuses on requirements of the automotive industry. The university 

has also an MBA study program. The university is trying to keep on with 

internationalisation, developing courses where English is the language of instruction and 

main centre is the cooperation with other students. The university currently attends 1 105 

students from 19 countries. (ŠKODA AUTO, 2016) 

 

5.7. Shared Values 

The ŠKODA AUTO corporate philosophy is to be transparent and open to the basis for 

communications with all the company´s stakeholder group. This group is created from 

employees and business partners, media, national and international organizations to the 

general public. This position is because the company´s position in the Czech Republic 

and also within the Volkswagen group.  

With this status, the company has been propose to the recommendation of the Code of 

Corporate Governance based on the OECD principles since 2007. The ŠKODA AUTO 

continuos improvement of its internal processes and procedures in accordance with the 

Code, the Company aims is to promote transparency and ethical business practices in the 

Czech Republic and in the rest of the world.  

The Code guarantees that every manager must ensure that employees in his or her area of 

responsibility are familiar with, and observe, these behavioral principles. The ŠKODA 

AUTO internal audit also verifies compliance with the principles on a case-by-case and 

random basis. Non-compliance generally leads to appropriate measures under company 

and legal regulations, which may include termination of employment and claims for 

damages. The Code of Conduct was updated in 2012 and distributed to all employees of 

ŠKODA AUTO a.s. In Code of Conduct was part of a mandatory computer-based Code 

of Conduct training programme for relevant employeesand Board Members, which is 

supplemented by personal training sessions and workshops on key content organized for 

various company department. (ŠKODA AUTO, 2016) 

Moreover the ŠKODA AUTO abides by the following conventions: 
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• „The Universal Declaration of Human Rights, 1948 (UNO) 

• European Convention on Human Rights, 1950 

• International Covenant on Economic, Social and Cultural Rights, 1966 (UNO) 

• International Covenant on Civil and Political Rights, 1966 (UNO) 

• Tripartite Declaration of Principles Concerning Multinational Enterprises and 

Social Policy, 1977 (ILO) 

• ILO Declaration on Fundamental Principles and Rights at Work, 1988 

• “Agenda 21” on sustainable development, 1992 (UNO) 

• OECD Convention on Combating Bribery of Foreign Public Officials in 

International Business Transactions, 1997 

• Principles of the Global Compact for more social and more ecological 

globalisation, 1999 (UNO) 

• OECD Guidelines for Multinational Enterprises, 2000“ (ŠKODA AUTO, 2016) 
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Conclusion from the McKinsley 7S model 

+ Positive - Negative 

+ Clear organizational structure 

+ Clear recruitment structure 

+ ŠKODA AUTO University 

+ ŠKODA AUTO Academy 

 

- Too genegal company strategy 

- Psychologically and physically 

demanding work of workers 

- Unmotivated staff 

- No company culture 
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6. Kralickuv Quick Test 

A bonito’s model which includes financial stability and efficiency. 

For the caltuculation of those two indexes were used the following values: 

Table 12: Indexes of ŠKODA AUTO financial situation. Adapted from (ŠKODA 

AUTO, (2016,2015,2014,2013,2012) 

 
2012 2013 2014 2015 2016 

Equity 90.906 90.316 100.001 117.482 137.580 

Total assets 159.986 152.001 176.869 202.615 228.180 

Total 

liabilities 

159.986 152.001 176.869 202.615 228.180 

Cash 40.467 31.926 42.878 62.280 73.256 

Operating 

cash flow 

23.443 28.965 45.158 39.622 50.426 

EBIT 13.259 11.386 18.421 30.816 25.163 

Sales 239.101 243.624 299.318 314.897 347.987 

In millions CZK 

These indicators were calculated from the values in previous table: 

Table 13: Calculated indicators. 

Indicator 
Year 

2012 2013 2014 2015 2016 

Quota of equity 57 % 59 % 57 % 58 % 60 % 

Debt repayment 

period 
5 4 3 4 3 

Cash flow in % of 

corporate 

performance 

8 % 7 % 10 % 15 % 11 % 

Return on total 

capital 
10 % 12 % 15 % 13 % 14 % 
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Following values are represented by values expressing the financial health of the 

company: 

Table 14: Result of Kralicek´s Quick test. 

Indicator 
Year 

2012 2013 2014 2015 2016 

R1 1 1 1 1 1 

R2 2 2 1 2 1 

R3 2 3 1 1 1 

R4 3 2 1 2 2 

R1+R2/2 1,5 1,5 1 1,5 1 

R3+R4/2 2,5 2,5 1 1,5 1,5 

R 2 2 1 1,5 1,25 

 

 

Graph 14: Results of the Kralicek Quick Test. 

In the year 2014, the Kralicek Quick test showed that the company has the best results. 

Even though, the rest of the results are as straight as in 2014 the company over all reports 

good condition. With a closer look on the changes which leads to the “perfect” year is 
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evident that the sales increased for more than 50.000 millions CZK with the increase of 

22.9% year-on-year. This increase is caused by achieving more than million of delivered 

cars in 2014. The year 2014 was also sucesfull with the company achieving record 

revenues, net cash flow and liquidity. The Company´s balance sheet totalled 176.869 

billion, which compared to the precious year´s balance corresponds to an increase of 24.9 

billion CZK, or 16.4%. This result was mainly according to an increase in non-current 

assets. Non-current assets were totalled of 105.1 billion, with the growth year-on-year by 

19.6%. The value of tangible and intangible assets increased by 8.2 billion, which 

represents an growth of 9.8%. Due to the procession of long-term loans within the 

framework of the VW Group, growth was also reported in other long-term receivables.  

It is obvious, that the hardest job is to continue with the results of exemplary year. So, the 

results of 2015 are not a massive surprise. However, the only value which did not rise is 

the operating cash flows. Cash flow from operating activities are derived indirectly from 

profit before tax. Profit before tax is adjusted to eliminate non-cash expenses (mainly 

depreciation and amortization) and income and changes in working capital. Investing 

activities should include in addition to the outflows of cash from dividend payments, 

redemption of liabilities from financing, also outflows and inflows from other 

borrowings.  

Overall, the results of Kralicek quick tests shows a very good financial stability and 

efficiency of the ŠKODA AUTO. 
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7. SWOT Analysis 

Based on the findings from the precious analyses, ŠKODA AUTO is the company, which 

offers very extensive product portfolio. “The ŠKODA AUTO also operates under the 

umbrella of the Volkswagen Group for 25 years, and grew up from traditional regional 

company to an internationally successful automobile company. This strong network is 

also a key success factor in company’s future development.” Bernard Maier (ŠKODA 

AUTO, 2016). According to the analyses of internal environment of ŠKODA´s strengths 

and weaknesses ale listed below: 

7.1. Strengths  

• More than 120-year history as a vehicle manufacturer  

• Strong brand  

• Modern technology 

• Stabilized market including distribution 

• Created strong ties with suppliers 

• Extensive dealer network 

• Wide network of car repair shops 

• Production plants also in China, Russia, India, Slovakia, Ukraine and Kazakhstan 

• One of the biggest employer in the Czech Republic 

• Relatively large product portfolio  

• Product portfolio with alternative fuels 

• Wide variation of car equipment 

• Own specialized university  

• Added value for cars  

• Customers target in private and government sector 
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• High bargaining power against the government 

• Cooperation with Volkswagen group for more than 25 years 

• Founds from Volkswagen.  

• Priority research and development from Volkswagen.  

• Cooperation with other Volkswagen products.  

• High bargaining power against the government 

• Sales record in 2014, 2015 and 2016 with more than million vehicles delivered 

(CA) (vice jak 300 aut denně) 

• Increasing delivery figures in all Central European markets in 2016 

• The best-selling import brand in Germany 

• The best-selling car brand in Poland 

• The second strongest importer in Romania 

• ŠKODA AUTO gain 4.9 % of market share on automobile market in Germany, 

1.2% in France, 9.2% in Finland and 5.9% in Switzerland 

7.2. Weaknesses  

• Critical location of Kvasiny plant – outdated infrastructure  

• Weak demand in Kazakhstan  

• Decrease of sold cars in Switzerland and India from year 2015 to year 2016  

• Inflexibility in response to partial trends (SUV model)  

• Broken reputation of Volkswagen thanks to “Dielsegate scandal”  

• Increasing number of ŠKODA´s stolen cars  

• Aging of workforce in the Czech Republic  

• Lack of new qualified employees  
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• Insufficiently motivating employees’ benefits 

• Too general strategy  

• Unfigured style 

• Psychologically and physically demanding work of workers 

• High discipline requirements 

• Large fluctuations of employees 

 

On the one hand ŠKODA has a great pool of new opportunities on the other hand there 

are also the threats which should be the company aware of which arise from the external 

analyses: 

 

7.3. Opportunities 

• Comparatively low wages in Czech Republic than in EU average.  

• Good economical situation in The Czech Republic  

• Strategic location of the Czech Republic (Central Europe)  

• Usage of the latest technology in the secondary sphere of services such as 

recharging stations, replacement of batteries  

• Extending automobile market in Africa, India, China, Eastern Europe and other 

progressing economies. 

• Opportunity to expand with manufacture and assembly plans to low-cost 

countries.  

• Introduction of alternative ways of obtaining a car (lending, full operational 

leasing provided by the manufacturer) 

• Replace the model with a new one with additional payment 

• Opportunity to use existing potential of Kvasiny plant 
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7.4. Threats  

• Bad estimating of market requirements 

• European legislation over cost the production 

• Increasing competition and manufacturing costs with the expanding of 

manufacture out of EU  

• Position ŠKODA AUTO within the Volkswagen group  

• Production plant in China, where EU standards do not apply 

• Aging the work force 

• Development of the automotive industry (2030 - reducing the number of cars) 

• Decrease in demand for cars in terms of importance 

• Lack of new employees  

• Car thefts  

• Increasing competition and manufacturing costs with the expanding of 

manufacture out of EU 

• Poor condition of infrastructure in the Eastern Europe 

• Saturation of the automobile market 

• Position ŠKODA AUTO within the Volkswagen group  

• Enhancing competition  

• Political situation in Russia  

• Impact of Volkswagen group on the production models and volume of production 
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Looking at number of threats, which is quite large, it immediately leads us to the 

avoidance strategy. That means to eliminate the weaknesses to avoid threats. However, 

with closer look at threats in terms of their power, meaning how much they are backed 

by external analyses, avoidance strategy doesent seem that appropriate. Confrontation 

strategy would help the company to use its strength to confront and minimize the power 

of threats. That is why the author suggests using confrontation strategy. 
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8. Proposals for Improvement 

8.1. Improvements for Current Conditions 

This chapter focuses on improvement of the strengths of ŠKODA AUTO a.s. and there 

are further changes proposed in this chapter as well, to help minimize the risk of 

weaknesses. All of the recommendations and proposals are suitable for ŠKODA AUTO 

a. s. with focusing on Kvasiny plat. 

Those proposals should be divided into three sections: 

A. ŠKODA AUTO as a Family Company 

B. Creating Corporate Culture 

C. Extending Potential of the Company 

 

A. ŠKODA AUTO as a Family Company 

A few suggestions come to mind with this topic, that can improve employee loyalty in 

the company, reduce employees' fluctuations, and stabilize the situation. 

1) Family Marketing Campaign 

To create a marketing tool focused on regional area, describing ŠKODA AUTO as a 

company who employs whole family and this way build trustworthiness and loyalty 

within employees. 

2) Company´s Doctors 

To create a network of doctors including dentists or chiropractors for whole families. This 

also includes members that are not employed, for example children. 

3) Children´s Summer Camps 

 Create a Children´s Summer Camps to help employees of the company to reconcile 

schedules and work commitment with families´ needs, especially with small children, 

during the summer holiday. The camp is a great opportunity to increased employees’ 

motivation and loyalty within the company.  
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4) Company Kindergartens and Nursery 

To create a company kindergarten and nursery could be an ideal solution for organizations 

employing a significant number of young parents. This investment should lead to the 

contemporary trends of strategic human resource management as are the employer 

branding, family-friendly oriented corporate culture, work-life balance and diversity 

management.  

Nowadays the problems with finding a place in public childcare centres and high costs of 

private care are arising and it should make the corporate investment into childcare one of 

the most valuable benefits. This kind of employee’s benefit has also several benefits for 

the employer itself and each of them results in an economical or brand values.  As another 

possibility of the kindergarten should be mentioned the bilingual kindergarten with the 

unique programme, exclusively for the children of their employees. Moreover, there is 

elimination of problems with daily communication with childcare centres that are located 

far from workplace.  

Some of those additional values could positively influence the results of the company. 

For instance, there is the staff fluctuation and increase in motivation and loyalty of the 

employees. (Kids-co.pl, 2017)  

5) Seasonal Children´s Events 

To organize international children´s day or St. Nicolas day as family events including for 

example drawing competition or writing competition. Winners might receive small gifts 

or promotion items. Children could be also educated into traffic safety thanks to pedalling 

cars and kart.  

6) Sponsor U18 Ice Hockey Team 

This team would be made the employees´ children. 
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B. Creating Corporate Culture 

Most of the companies in the Czech Republic have problems with creating and 

implementing of their companies’ culture especially in achieving stability. This is tied to 

the regional history, where people worked only to make money. However, today’s trend 

is shifting to finding meaning of life in working and for some people their job becomes 

their lifestyle. That is also why it is important to improve a work environment and culture. 

1) Happiness Manager 

The so-called Happiness Manager is essentially a Human Recourse Manager, 

psychologist, therapist and coach in one person. Main responsibility of this specialist 

would be to maintain a good mood in the company even in tense times. He should 

perceive the atmosphere in the workplace, care for good relations, talk to people, care for 

their balance, but also be part of the interviews. HR Manager primarily evaluates if the 

candidate has the necessary experience and interesting CV but the Happiness Manager 

should try to find out if the potential candidate will fit into the team and will coincide 

with the company culture.  

Firstly, he/she should create a strategy of communication with employees and between 

them. For this purpose, could be set up questionnaires about how satisfied they are, 

whether they know the company´s vision and how they job fits into their life. Based on 

feedback, he could create events are specific actions that con help improve the situation. 

For example, there could be team therapies, meditation or other teambuilding activities.  

The costs for the employer on one Happiness Manager: 

• Salary in gross: 52,932 CZK (Platy.cz, 2017)  

• Employer's costs per month: 70,929 CZK 

• Cost per year: 851,148 CZK 

 

2) Extended System of Bonuses and Benefits 

There are various types of bonus plans that can be put into effect at the company. The 

main aim of the System of Bonuses and Benefits could be that the employees will receive 
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points which should be transferred for the summer holiday, relaxation weekend in spa or 

these kinds of activities according to their choice. The ŠKODA AUTO gives to their 

employees early bonuses in aggregate amount of 90 000 CZK plus the sales bonus which 

was in 2016 approximately 45 000 CZK. This amount of money should be divided into 

the system to to ensure long-term productivity. The employees should also get points for 

compliance quality of production. This system could be measure as the number of defects 

found per day, week or month.  

„Bonus schemes and employee rewards strategies are established to fulfill a number of 

key business and HR objectives: 

• To improve business performance (e.g. productivity, sales or profits) 

• To focus employees’ efforts on key objectives such as customer service, quality and 

on-time delivery 

• To increase employee motivation by establishing a clear link between pay and 

performance (at an individual or team level). 

• To support stakeholder ideals by allowing employees to share in the success of the 

business 

• To encourage change within the organisation. 

• To create the desired workplace culture by, e.g. rewarding teamwork and good 

attendance.“ (Ashworth, 2017) 

 

3) Employee of the Month 

Another motivation for employees to increase their productivity. Could be viewed as 

some sort of prestige. 

4) Sport and Relaxation in Company Complex 

Creating a gym, aerobic sessions or yoga could be good for a number of different reasons, 

for example increasing employee fitness, strengthening bonds, stress relieve or to avoid 

traffic jams that occur after each shift. 



98 
 

5) Rest Area 

To create a room where employee could chill or calm down during really hot days and 

also where they could relieve stress thanks to massage chairs 

6) Seasonal Employee Events 

Regular teambuilding events for example before Christmas or before other seasonal 

holidays. Another way of celebrating special events is to announce the competition of the 

best driver on the “Father´s day or Mother´s day”. 

7) Recreation Activity after each Working Shift 

To create a system of brunches, afternoon teas and barbecues after each specific shift. For 

example, breakfast with coffee after night shift of barbecues after morning shift to relieve 

stress, build team and avoid traffic jams that occur after each shift.  

8) Teambuilding Activities 

Regular teambuilding activities for breaking the ice and building teams. This might 

include paintball, bowling or geocaching. 

 

C. Extending Potential of the Company 

Because automobile industry is extensive there are many lucrative possibilities that 

ŠKODA AUTO could explore and would not be complicated to implemented. These 

proposals focus on improvement of capabilities and resources of the company for better 

marketing and advertisement. 

1) ŠKODA AUTO Driving School 

The company has all necessary resources including cars, test track, Academy needed for 

opening ŠKODA AUTO driving school. This would not only result in brand image 

increased but also advertise new cars and provide test rides. Total cost depends on number 

of school cars, implementing safety measures for each car costs 17,000 CZK.  

2) School of Safe Driving 
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To create the School of Safe Driving which is voluntary safe driving training for drivers 

who have recorded points in the driver's registry (sometimes mistakenly referred to as the 

school of drifting or the standard safe driving course). 

Training may be attended by drivers who do not have more than 10 points for violations 

of legislation rated more than 6 points for one offense at the time of filling in the 

application for participation in training in the Driver's Register. Upon completion of the 

course, a driver who has completed a "safe driving training" is issued with a certificate of 

completion of the training. Drivers who submit a request for deduction of points from the 

registry to the competent municipal authority with this certificate will be 3 points 

deducted if they meet the criteria for admission to the training. 

This course should be a great opportunity to extending potential of the company. For 

example, in the Kvasiny plant there is the route, where new cars are tested. This route and 

the test drivers should run this school in the weekend. The only expenses for this 

school/course would be the certification and the preparation of the route.  

All of the attenders of this course, which usually takes 6 hours, will drive their own car. 

For instance, this course cost one attenders approximately 4,800 – 6,200 CZK. With the 

10 attenders per day (they could have morning and afternoon courses) the company will 

gain 110 000 CZK per weekend.  

To sum up, these proposals will not have a direct effect on the increase of productivity in 

next two years. However, they will decrease weaknesses present in workforce area of the 

company. The only part of variable cost which should be decreased are the variable costs 

in are of personal costs. The proposed recommendations indirectly recommend decrease 

variable costs in area of personal costs. Which, on the other hand, would increase 

productivity and lead to decline of employee fluctuation. Some of the overheads would 

be used more efficiently as well and therefore it could lead to reduction in amount of 

overhead for one product. 
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9. Conclusion 

The purpose of this Master thesis was to analyse company ŠKODA AUTO, a.s. with 

appropriately chosen methods of strategic and economic analysis (especially SLEPTE, 

Porter´s five forces, SWOT analysis, etc.) and to formulate recommendations and propose 

measures to improve the detected state depending on the results of undertaken analyses 

considering the specific of ŠKODA AUTO, a.s..  

In order to meet the aim of thesis, the author had to get acquainted with the company 

situation of ŠKODA AUTO a.s. and automotive industry as well. Primarily for two 

reasons. The first reason was the subject of business - the automotive industry, which is 

still considered an economic growth driver. At the same time, the growing constraints are 

begin to show, which will reduce its potential in the future. The second reason was that 

the author come from the area where ŠKODA AUTO is the main employer and the author 

have access to both external and internal information about the company.  

The Master thesis is divided into three parts.  

First theoretical background part focus on methodology and presentation of the analyses 

used in whole thesis.  

Second analytic part deals with the company profile and provides deep internal and 

external analysis of the company. Within the external environment there was provided 

analysis of the general surroundings with support of the SLEPTE analysis. For the 

observation of the company´s business environment the Porter´s five forces model was 

selected. Moreover, for the analysis of company´s internal environment there was used 

McKinsey 7S model. Financial health of the company was verified by Kralicek Quick 

test with specialization on financial stability and efficiency of ŠKODA AUTO. Analytical 

part is concluded with the SWOT analysis, which has reviewed previous analyses in the 

form of Strengths and Weaknesses, Opportunities and Threats of ŠKODA AUTO. On the 

basis of the findings, I have proposed a series of recommendations and suggestions to 

reduce the identified risks and to formulate a new SWOT strategy. 

Third part - Recommendation that will improve current position of the ŠKODA AUTO 

on the automotive market are formulated in the conclusion of the third chapter. 
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Proposals and recommendations are didided into three parts according to fields which are 

necessary to improve.  

First part focus on the ŠKODA AUTO as a Family company. In this section, these 

recommendations are proposed: 

• Family Marketing Campaign 

• Company´s Doctors 

• Children´s Summer Camp 

• Company Kindergartens and Nursery 

• Seasonal Children´s Events 

• Sponsor U18 Ice Hockey Team 

Creating company´s culture is discussed in second part and includes: 

• Hapiness Manager 

• Extended System of Bonuses and Benefits 

• Employee of the Month 

• Sport and Relaxation in Company Complex 

• Rest Area 

• Seasonal Employee Events 

• Recreation Activity after each Working Shift 

• Teambuilding Activities 

In the third part deals with the extending of company´s potential is prosossed. There are 

the recommendations: 

• ŠKODA AUTO Driving School 

• School of Safe Driving 

 

With the support of analysis and formulation of proposals and recommendations to 

improve the current situation of the company was the aim of this diploma thesis fulfilled.  
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