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ABSTRACT 


This  thesis  discusses  the  creation  of  new  activities  of  existing  family-owned  company 
 and  preparation  of  the  business  plan  necessary  for  determining  whether  it  is 
 economically beneficial to start to offer managing and maintenance of real estate. This 
 work  also  carries  out  the  necessary  analyses  and  provides  suggestions  in  form  of 
 marketing  mix,  organizational  and  financial  plan.  On  the  basis  of  projected  financial 
 statements it evaluates the profitability of the project. 



ABSTRAKT 


Tato  diplomová  práce  pojednává  o  vytvoření  nové  činnosti  existujícího  rodinného 
 podniku a nutného podnikatelského záměru s cílem zjistit, zda je ekonomicky výhodné 
 začít s činností správy a údrţby nemovitostí. Tato práce dále provádí potřebné analýzy 
 a poskytuje  návrhy  ve  formě  marketingového  mixu,  organizačního  a finančního  plánu. 


Na základě předpokládaných finančních výkazů hodnotí výhodnost projektu. 
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INTRODUCTION 


To become independent, not dependent on employer, to be master of myself, lack of job 
 offers in region or revealed market niche, these are probably the most common reasons, 
 why some people choose to be in business. However, not all of them realize the huge. 


risk  they  have  to  face.  Everything  is  dependent  on  man  themselves  and  they  have  no 
 guarantee  to  have  regular  monthly  paid  wage.  Regardless,  some  people  abandon  this 
 certainty and start their own business.  In the Czech Republic majorities believe that the 
 term  “entrepreneur”  evokes  prejudice  of  somebody  who  is  financially  and  materially 
 secured  and  does  not  miss  anything.  For  someone  it  is  hard  to  realize  what 
 a commitment  it  is  to  be  responsible  for  itself  and  employees  that  are  vital  dependent 
 and  how  difficult  is  to  foresee  and  plan  for  several  months,  sometimes  even  years  in 
 advance.  Sometimes  just  a  good  idea  or  revealing  of  the  market  niche  is  enough. 


However, it is usually not so simple. Hard work, ability to make decisions and planning 
 at the right moment are always necessary for the success of the project. 


Until  recent  time  there  was  no  public  company  managing  property  with  exception  the 
 company Panorama that managed only real estate owning by an associations of owners. 


In 1997 the company Regio UB, s.r.o. was founded by privatization of state enterprise 
 PBH  (abr.  of  Podnik  bytového  hospodářství).  From  that  year  no  specialized  company 
 have  appeared  near  Uherský  Brod.  The  only  competitors  to  the  aforementioned 
 companies have become real estate agencies that don’t really push to enter the market 
 due  to  their  other  activities.  This  privileged  position  of  these  companies  causes 
 unreliability, expensiveness and inflexibility to meet the customers’ needs. Complaints 
 of the major investors and property owners confirm the convenience of this thesis.  


First  part  of  this  thesis  mentions  the  theoretical  background  needed  for  the 
understanding  of  the  legal  aspects  of  doing  business  in  Czech  Republic.  Then  the  key 
definitions  are  highlighted  followed  by  the  section  providing  information  about 
a family-owned  company,  plus  and  cons  and  finally  its  importance.  Subsequently,  the 
pitfalls  of  establishment  of  a  new  LLC  and  forms  of  business  support  are  mentioned 
together  with  the  life-cycle  of  a  family-owned  company.    Later  the  information 
necessary  for  developing  of  the  structure  of  business  plan  are  given.  This  part  also 



(13)includes the description of analytical tools used in this paper – PEST analysis, Porter’s 
 five forces model and SWOT analysis.  


Secondly,  analytical  part  starts  with  the  company  introduction  and  description  of  its 
 products. Then the new company intent is chosen and described. To be able to propose 
 correct proposition the primary research, macro and micro environmental analysis have 
 to be conducted with usage of theoretical frameworks mentioned in previous paragraph. 


Following  section  includes  decision  of  a  business  legal  form  and  business  strategy 
 emerging  from  the  SWOT  analysis.  After  that  the  marketing  mix,  options  of  the 
 business support and extract of the business plan are stated including organizational and 
 financial plan. 


Last  part  of  this  dissertation  concludes  the  results  of  the  analysis  and  proposed 
 characteristics  of  this  new  strategic  business  unit  (hereinafter  NSBU)  and  answers  the 
 questions tasked in this chapter. 



1  PROBLEM SPECIFICATION AND OBJECTIVES 


This  chapter  clarifies  the  purpose  why  this  work  is  developed  then  set  the  objectives 
 that  are  further  commented  and  evaluated  in  conclusion  of  the  dissertation  paper. 


Afterward,  the  methodologies  used  for  the  development  of  the  business  intent  and 
 business plan are described.  



1.1  Thesis purpose 


The  purpose  of  this  work  is  to  extend  the  portfolio  of  the  services  of  the  company 
 IS Projekt, s.r.o. and thereby increase the profit of the company. By the preparation of 
 the business plan the author would like to find his future interest or help family to be not 
 only financially successful. 



1.2  Diploma thesis objectives 
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 enough quality data, analyze them, deduce, propose and evaluate the results of analyses.  


When appropriate service is chosen, the right business form has to be decided together 
 with determining whether to established brand new company or extend the current one. 


Last but not least, the feasibility and business plan have to be evaluated.  



1.3  Methodology 


For development of this paper it is necessary to gather enough data to be able to conduct 
 primary  and  secondary  researches.  Firstly  the  secondary  research  uses  the  adequate 
 frameworks  such  as  PEST  analysis  and  Porter’s  five  forces  model  for 
 macro-environmental  analysis  and  estimation  of  the  market  with  future  trends  for 
 micro-environmental  analysis.  The  findings  from  the  secondary  data  research  are 
 summarized in SWOT framework that suggests the business strategy for future. 


 Secondly,  the  primary  research  of  qualitative  data  is  made  by  using  standardized 
 interview.  This  interview  is  pretested  on  small  sample,  and  then  the  final  adjustments 
 are done. After the interpretation the results are utilized in proposal part.  


The problem of the project’s feasibility is determined throughout forecasted accounting 
statements  for  the  following  5  years  (Cash  Budget,  Profit  and  Loss  Account  and 
Balance Sheet).   
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2   THEORETICAL APPROACH 


Before the diploma thesis starts to analyze a current situation and gives the advices for 
 the future development, it is necessary to clarify basic definitions and inspire from the 
 reputable  literature.  Theoretical  section  identifies  the  appropriated  definitions, 
 highlights  the  legal  aspects  of  doing  business  in  Czech  Republic,  dedicates  to  family-
 owned company and its strengths and weaknesses and mentions the pitfalls of business 
 startup and options of the business support. It further subscribes the particular sections 
 of  the  business  plan  followed  by  clarification  of  used  analyzing  frameworks  (PEST, 
 Porter’s five forces and SWOT).   



2.1  Business and company definition 


The  basic  legal  regulations  setting  out  the  rules  for  doing  business  is  the  Commercial 
 Code,  which  in  a  simplified  way  states  that  business/entrepreneurship  is  a  systematic 
 activity  conducted  independently  by  an  entrepreneur  on  his  own  name  and 
 responsibility  in  order  to  make  profit.  For  the  purpose  of  this  work  it  is  possible  to 
 assume a company as an aggregate of tangible and intangible assets [53]. 



2.2  Legal framework for doing business in Czech Republic 


To be able to speak about Czech business law it is essential to define all the legal forms 
 of doing business in Czech Republic.  


Sole traders 


Sole  trader  is  a  person,  who  conducts  business  under  a  trade  license,  or  other  special 
 regulations. Sole trader is liable for their obligations with all their assets but profit is not 
 divided.    


General Commercial Partnership 



(16)Limited Partnership 


Foundation  of  this  company  has  to  be  made  by  two  or  more  partners.  There  are  two 
 possibilities of partnership, limited or general partner. Issued capital is inserted only by 
 limited  partners  in  a  minimum  amount  of  5 000  CZK.  This  company  is  lead  by  the 
 general partners.  


Limited Liability Company (hereinafter LLC) 


Limited  Liability  Company  or  just  Limited  Company  (Ltd)  can  be  set  by  at  least  one 
 natural  or  corporate  person.  Minimum  issued  capital  is  200 000  CZK.  The  deposit  of 
 each partner is at minimally 5000 CZK. The company is liable for its obligations with 
 its all assets but shareholder only up to the amount of unpaid contribution. The highest 
 authority is the General Meeting and statutory body is an executive or more of them. 


Joint Stock Company (hereinafter JSC) 


JSC  can  be  founded  by  only  one  corporate  body  or  more  founders.  Issued  capital 
 correspondents  to  a  certain  number  of  shares  with  the  nominal  value.  Minimum  IC  in 
 Joint  Stock  Company  with  public  offering  of  shares  is  20 000 000  CZK  or  2 000 000 
 CZK in JSC without public offering of shares. The liability is the same as for Limited 
 Liability Company.  


Cooperative 


Cooperative can be founded by minimally 5 natural bodies or 2 commercial persons. It 
is  an  association  of  non-restricted  number  of  people  for  the  purpose  of  business  or 
securing  economic,  social  or  other  needs  of  its  members.  Minimum  issued  capital  is 
50 000 CZK. Cooperative guarantees with all its assets, members are not liable for the 
obligations of the cooperative. [53][18] 
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2.3  Family-owned company definition 


This work speaks about family-owned company IS Projekt, s.r.o. For clarification, it is 
 important  to  define  what  exactly  is  meant  by  the  term  family-owned  company. 


According  Koráb,  et  al.  (2008),  there  is  no  uniform  definition  of  family-owned 
 (hereinafter  FO)  company.  Different  authors  from  different  countries  formulate  their 
 own  definitions.  Respected  Swiss  and  Austrian  authors  Goehler  and  Vogler  use  many 
 criteria  for  the  defining  of  this  term,  such  as  ownership  (percentage  of  business  that 
 family  owns),  number  of  generations  /  family  members  working  in  the  company, 
 company size, family’s strategic management influence rate or an intention to maintain 
 the  family  business  for  the  next  generation.  For  the  purpose  of  this  thesis  the  wide 
 definition from  Shanker and Astrachan can be accepted. That  is:  “In the  family-owned 
 company  the  family  has  the  strategic  impact  on  the  future  orientation  of  the  company 
 (not  necessary  majority  of  shares)  and  there  is  an  intention  to  keep  the  family  in 
 business” [11, p. 20]. 



2.4  Importance of family-owned business 


Family-owned  companies  often  signify  an  engine  of  the  European  economies.  


Cappuyns et al., (2003) state that these companies form 85% of all registered businesses 
within  the  EU.  In  the  U.S.  even  more  than  95%.  It  follows  that  in  developed 
market-oriented  economies  family-owned  business  represents  a  substantial  economic 
force.  It  significantly  contributes  to  GDP  and  employment.  The  proportion  of  family 
firms  in  total  number  of  registered  players,  creation  of  GDP  and  employment  in  the 
country are shown in appendix 1. In the Czech Republic there is no official statistics of 
FO  companies.  However,  authors  estimate  that  30%  of  all  enterprises  have  the  family 
character.  Kenyon-Rouvinez,  et  al.  (2005)  state  that  FO  businesses  represent  50  to  90 
percent of the Gross Domestic Product in all free market economies. [11][14] 
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2.5  Predominating legal form  


The  result  of  comparison  of  foreign  studies  shows  that  the  most  common  start  up 
 business  form  is  a  sole  trader.  Later  on  there  is  a  usual  transformation  into  corporate 
 body.  According    Leyherr  (1999),  mentioned  in  Koráb,  et  al.  (2008),  the  predominant 
 family-owned framework of doing business in Czech Republic, Austria and Germany is 
 GmbH  (Gesellschaft  mit  beschränkter  Haftung)  that  is  analogy  of  Limited  Liability 
 Company.  Koráb,  et  al.  (2008)  state  that  the  percentage  is  85%  of  all  Czech 
 family-owned companies. Other forms are shown in the following graph. 


Graph 1: Comparison of legal forms of family-owned companies in CZ, AUS and GER 


Source: Koráb, et al., (2008, p. 41). 
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2.6  Strengths and weaknesses of family-owned company 


The  benefits  that  are  specific  for  every  family-owned  business  arise  from  the  overlap 
 and  interaction  of  three  different  systems  –  family,  business  and  ownership.  If  such 
 a company  can  take  benefit  of  this  potential,  it  obtains  a  competitive  advantage 
 compared  to  companies  that  are  not  owned  by  family.  However,  Koráb,  et  al.  (2008) 
 refer to the research of Tagiuri and Davis (1996) that confirms that specific advantages 
 can  become  disadvantages  and  vice  versa  (See  appendix  2).  It  depends  only  on  a 
 specific company.  



2.6.1   Strengths 


The strengths of family-owned company are: 


Mutual agreement between individuals 


Trough  this  agreement,  there  are  created  respected  authority  and  common  interests 
 among  family  members  and  owners  of  the  company.  This  unity  is  achieved  by  the 
 ability to transfer system of family values in the work environment. 


Involvement 


This  strength  means  that  all  the  stakeholders  seek  to  achieve  a  common  benefit 
 including personal  sacrifices.  The family feels  the greater responsibility and loyalty to 
 the  company.  Furthermore,  there  are  usually  strong  identification  with  the  firm  and 
 loyal and fair treatment of employees.  


Knowledge 


Another  advantage  of  the  family-owned  company  can  be  knowledge  of  a  special 
technology  or  business  know-how.  Moreover,  if  the  company  shares  its  know-how 
between the family members it significantly reduces the risk of abuse and disclosure. 



(20)opportunity  to  invest.  This  flexibility  represents  a  significant  advantage  in  terms  of 
 competitiveness. Family-owned company is able to quickly and easily adapt to changes 
 because it doesn’t suffer from  a variety  of hierarchical  and bureaucratic  rigidity.  This 
 leads to faster decision making process and easier integration of new technologies. 


Long-term plan 


Long-term  plans  allow  reducing  a  risk  and  help  to  handle  unforeseen  circumstances. 


Family businesses usually have a long-term vision of its business goals. These intents of 
 FO companies tend to be more efficient. Such companies seek to ensure the profitability 
 of  their  projects  and  investments.  Long-term  plan  is  also  the  reason  for  the  greater 
 willingness to invest. 


Stable culture 


The overall culture of the FO business is usually stable. Executives typically hold their 
 positions for a long time. This fact means better working conditions.  


Decisions acceptance 


In such a company the speed of decision-making process is higher. This is due to clearly 
 defined individual responsibilities. 


Local markets’ proximity 


The  FO  companies  are  more  flexible  in  capturing  trends  in  consumption  and  make 
 decisions  according  to  them.  It  follows  the  possibility  to  better  adapt  to  the  needs  of 
 customers. 


Pride and confidence 


Fixed principles and engagement of members within a family business are expressed to 
customers. They are treated with greater attention and higher level of service. This fact 
is an effective tool for marketing. 



(21)Efficiency 


Compared  with  other  types  of  business  FO  companies  have  higher  efficiency  and 
 profitability  (especially  in  the  tertiary  sector)  which  is  determined  by  the  intensity  of 
 capital per employee. 


Productivity 


The  higher  productivity  is  achieved  by  two  reasons:  smaller  divergence  of  goals  and 
 effective way of spending resources to ensure maximum return.  


Creators of jobs 


These  companies  usually  show  greater  ability  to  create  new  jobs.  This  is  probably 
 related to their high sense of social responsibility. 


Quality orientation 


Continuous monitoring of the quality is one of the basic principles of FO company. The 
 diligence and identification with the products are required. 


Socially responsible behavior 


FO  companies  are  economical  drivers  of  regional  progress.  They  invest  in  the 
 development  of  the  local  community,  sponsor  local  civil  activities,  tend  to  ecological 
 behavior, care well of their employees, etc. [11] 



2.6.2  Weaknesses of family-owned company 


Weaknesses of the FO business can be divided into internal and external. 


Internal  weaknesses  include  emotional  and  corporate  pressures.  Koráb  et,  al.  (2008) 
mention  that  the  most  significant  internal  weaknesses  can  be  enmity  between  parents 
and children, rivalry between siblings and marginally some others. Corporate pressures 



(22)External weaknesses or pressures are the matters that the company doesn’t have a direct 
 control.  These  pressures  negatively  affect  its  competitive  position.  Among  the  main 
 possible weaknesses can be included a public opinion, attitude of financial institutions 
 and state tax issues. [11][12] 



2.7  Setting up a new LLC 


In  order  to  function,  every  Czech  company  must  obtain  a  commercial  license  through 
 the  Companies  Registrar.  However  before  the  company  is  eligible  for  registration  the 
 founders must adopt a company charter for JSC, or a document proving the association 
 for LLC, functioning as  a guideline for the structure, role, capital and purpose of their 
 activities (other forms of doing business are not important for the purpose of this work). 


These  documents  have  to  include  founder’s  names,  addresses,  occupation  within  the 
company  and  amount  or  value  of  their  contributions.  The  trade  name  of  the  company 
has to be unique and confirmed by a certificate. The next step includes opening of bank 
account  with  the  notarize  confirmation,  along  with  the  clean  criminal  record  and  an 
affidavit  from  the  company  managers.  Following  that  the  founder  or  founders  must 
apply for registration at the Business Registry of the Regional Commercial Court. If the 
founders  present  all  the  necessities  the  company  is  incorporated.  From  this  time  the 
founders  have  15  days  to  register  for  taxes  in  the  Czech  Republic  (income  tax, 
withholding  tax,  payroll  tax  and  VAT).  In  conformity  with  the  Czech  law  every 
registered company must be also registered for social security and health insurance. The 
deadline is 8 days after the first employee is hired. If nothing unexpected happens, the 
new company can be established within 17 days. [24][25][18] 
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2.8  Business support 


Business  support  for  small  and  medium  enterprises  can  be  divided  into  six  groups 
 according  to  their  purpose  and  resort  destination:  ministerial  programs,  grants, 
 incubators, innovation centers, Czech invest and finally bank programs. 


Before  we  start  to  characterize  the  support  of  small  and  medium  enterprises  it  is 
 necessary  to  precisely  define  the  characteristics  of  these  businesses.  Ministry  of 
 Industry  and  Trade  identifies  with  the  Support  program  of  small  and  medium 
 enterprises (for term 2007-2013) small and medium enterprises as follows: 


  An  entrepreneur  is  considered  to  be  a micro,  small  and  medium  enterprise 
 (SME)  if:  a)  employs  less  than  250  employees;  b)  the  assets/property  does  not 
 exceed  43  million  EUR  or  the  turnover/income  is  not  more  than  50  million 
 EUR. 


  An entrepreneur is considered to be a small business if: a) employs less than 50 
 employees; b) its assets/property or turnover/income does not exceed 10 million 
 EUR. 


   An entrepreneur is  considered to  be a micro business  if:  a) employs less  than 
 10  employees  and  b)  its  assets/property  or  turnover/income  does  not  exceed  2 
 million EUR. [50] 



2.8.1  Program of the Ministry of Industry and Trade 


Operational  program  Business  and  Innovations  2007-2013  is  the  fundamental 
framework  for  providing  support  to  Czech  enterprises  from  EU  structural  funds.  It  is 
based  on  the  Lisbon  strategy,  which  focuses  on  increasing  economic  growth  and 
employment in respect of the conditions for sustainable development. 



(24)National  business  support  programs  for  small  and  medium-sized  enterprises 
 respond  to  current  development  needs  of  small  and  medium  enterprises  in  Czech 
 Republic.  These  programs  support  small  and  medium  entrepreneurs  by  the  form  of 
 guarantees  for  bank  loans  and  interest  free  loans  for  start-ups  in  the  capital  city  of 
 Prague  as  well  as  allowances  and  subsidies  for  businesses  throughout  the  Czech 
 Republic.  The  programs  are  as  follows:  Market,  Certification,  Design,  Alliance  and 
 Research. [23] 


Ministry of Regional Development 


Regional programs of the Ministry of Regional Development are primarily focused on 
 establishing  the  conditions  for  new  jobs  creation,  infrastructure  support  of  small  and 
 medium  enterprises  and  increase  tourism  in  economically  weak  regions.  For  example: 


Supporting  the  development  of  economically  weak  and  structural  affected  regions, 
 Support  for  Rural  Renewal,  Supporting  the  development  of  northwest  Bohemia  and 
 Moravia-Silesia region, etc. [42] 


Ministry of Agriculture 


Two the most important programs of the Ministry of Agriculture include the program of 
 Rural and multifunctional agriculture Development and Rural Development Program of 
 Czech  Republic.  The  proposed  measures  generally  include  promotion  of  agricultural 
 enterprises and their activities. [43] 


Ministry of Transport and Communications 


The Ministry has prepared a basic document of business support for small and medium 
enterprises  the  Operating  program  of  infrastructure.  The  global  objective  of  this 
program  is  to  protect  and  improve  the  environment  and  the  development  and 
improvement  of  transport  infrastructure  while  respecting  the  principles  of  sustainable 
development with emphasis on meeting the standards of the European Community. [43] 
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2.8.2  Other forms of support 


Business Innovation Centers  


In  the  Czech  Republic  there  is  network  of  5  Business  Innovation  Centers  (hereinafter 
 BIC)  that  also  ensure  the  function  of  the  European  network  of  local  consulting 
 companies,  the  BC-Net  (Business  Cooperation  Network).  This  network  of  local 
 institutions provides complex range  of services focusing on innovation in industry and 
 services.  Through  this  network,  the  entrepreneur  may  obtain  information  about  the 
 companies  that  they  could  cooperate  with.  BIC  also  provides  consulting  services  and 
 information for SMEs (e.g. searching of business premises on favorable pricing terms). 


BIC  often  provides  support  for  start-ups  through  business  incubators  (that  are 
 mentioned  above)  organize  training  for  entrepreneurs,  support  implementation  of 
 business plans and helps to create conditions for companies’ prosperity.  


Business Incubators 


This  is  an  environment  (building  or  small  area)  for  startups  that  can,  according 
 predetermined conditions, benefit from a preferential rent and services provided by the 
 operator of the incubator. The companies that are mostly being helped have a good idea 
 and lack of funds for its implementation. Rental prices and related services are funded 
 from  state  aid  programs  for  SMEs.  Business  incubators  often  provide  the  following 
 services:  advantageous  rental  prices,  discounted  consulting  services,  lectures  for 
 entrepreneurs, training, access to information database, etc. [51] 


Support from the trade agency Czech Trade 


This  agency  was  established  by  the  Ministry  of  Industry  and  Trade.  Its  mission  is  to 
 promote  export  and  increase  competitiveness  of  Czech  companies  and  entrepreneurs 
 abroad. This organization provides services that can be divided into three basic groups: 


export counseling, individual support abroad and export training. [35] 
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2.9  Life-cycle of a family-owned company 


The  generational  replacement  in  family-owned  company  is  the  phenomenon 
 investigated by many foreign authors: Goehler, Gersick and Rosenbauer.  Based on the 
 research  Rossenbauer  (1994)  formed  life-cycle  model.  This  model  is  based  on  the 
 different  stages  of  the  marketing  product  life-cycle  (implementation,  growth,  maturity 
 and decline stage). [7] 


The implementation  stage is  usually the most critical.  In this  phase entrepreneurs  may 
 fail to meet their business goals resulting in the closure of the company. At this stage it 
 is  usually  not  possible  to  determine  if  the  company  is  family-owned  or  not.  If  an 
 entrepreneur discovers a new market potential and uses it to fulfill the business plan the 
 company  develops  and  the  phase  of  business  growth  begins.  At  the  end  of  the 
 implementation phase there is usually time of the first investment.  


Adapted from Koráb, et al. (2008, p. 25). 


The  growth  stage  is  connected  with  costs  downsizing  and  company  starts  to  create 
 values. However, prosperity of the company can attract competitors and company has to 
 struggle  with  them.  The  founder  of  the  company  deals  with  the  increasing  number  of 
 customers.  This  leads  to  hiring  new  staff,  problem  of  organization  structure  and 
 managing  structure.  At  the  same  time  the  information  system  has  to  be  developed  to 
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Image 1: Rosenbauer's life-cycle model



(27)allow information access in stage of growth. As shown in figure 2, this phase is attended 
 with the first generation replacement. 


Another  critical  period  is  maturity,  when  the  company  is  already  managed  by  second 
 generation. The firm begins to stagnate and loses its competitive advantage. Its growth 
 opportunities  are  limited.  Therefore,  it  is  necessary  to  deal  with  such  an  unfavorable 
 situation.  Koráb,  et  al.  (2008)  point  out  three  possible  solutions.  The  first  one  is  costs 
 leadership  (Kostenführerschaft)  throughout  the  whole  market.  Secondly,  the  company 
 can  apply  the  strategy  of  differentiation.  This  strategy  may  attract  new  customers  and 
 thus  evoke  the  growth  again.  Third  outlined  solution  is  specialization  or  focusing  on 
 specific areas. This strategy can be understood as finding and exploiting of niche. This 
 solution  is  usually  effective  in  cases  when  company  has  to  deal  with  the  stronger 
 competitor.  The  big  companies  are  not  interested  in  small  segments  of  market  with 
 smaller capacity. To sum  it up, in  the period of maturity the company has  to  find  and 
 develop  its  major  vision  to  survive.  At  the  end  of  this  stage  there  is  usually  the  next 
 generation replacement (See figure 1). [7][11][22] 



2.10  Business plan 


A  business  plan  is  a  document  describing  the  basic  meaning  of  company’s  existence, 
long  term  goals  and  the  way  how  to  achieve  them.  Its  task  is  to  clarify  business 
objectives, competition and the need for funds. It also allows you to compare plans with 
reality  and  identify  if  they  differ  how  and  why.  Press  spokesman  of  the  Ministry  of 
Industry and Trade Bartovský says: “Developing a business plan is important because it 
helps emerging entrepreneurs to orient in conditions of business start up and to present 
their aims when dealing with banks and other institutions in order to apply for loan or 
public support.” Koráb, et al. (2007), Veber and Srpová (2005) add that business plan 
can be developed for the internal purpose. Regard to conception of this work it can be 
summarized  that  business  plan  can  be  crucial  tool  for  the  owners  when  they  want  the 



(28)There is no exact prescription of emendation or what should business plan contain. “The 
 business  plan  is  not  regulated  or  even  mentioned  in  the  Trade  Licensing  Act  or  the 
 Commercial Code. In legal terms, development of the business plan is not a prerequisite 
 fot  the  company  establishment” confirms  Dolezelová  from  the  Trade  Licensing  Office 
 in  Brno.  [52]  It  follows  that  entrepreneurs  can  handle  it  according  their  wishes. 


However,  many  authors  agree  that  a  well-worked  out  plans  include  the  following 
 structure: 


Cover page and table of content 


The  cover  page  should  be  kept  as  simple  as  possible  and  should  include  the  business 
 name  and  the  purpose  of  your  report,  complete  address  (phone,  fax,  e-mail),  contact 
 person, the date that the plan was completed and picture or graphic which displays the 
 product or service. 


Executive summary 


This chapter is usually written after the whole business plan development. The purpose 
 of this chapter is to stimulate investors’ interest. Investors usually read this part first and 
 then  decide  whether  read  the  whole  business  plan  or  not.  Executive  summary  is  an 
 extract  that  highlights  the  most  important  aspects  –  main  idea  of  business  plan, 
 strengths,  expectations,  the  resources  required  to  start  business  and  brief  tables  from 
 financial plan. It should be two or three pages. 


Market analysis 


This section must convince the reader that author understands the market and is able to 
identify  the  main  competitors  with  their  strengths  and  weaknesses  and  deal  with  the 
problems  resulting  from  market  constrains.  Furthermore, it is  necessary to analyze the 
possible future trends based on historical development. The forecasts issued within the 
industry  or  by  government  should  be  introduced.  Finally,  the  target  group  should  be 
identified based on customers’ analysis.   



(29)Company profile 


In this part a general description of the “new” company and the environment which the 
 company will be operating. It should include products or services, placement and extent 
 of the company, personnel overview / organizational and functional structure, all office 
 and  other  equipment  and  entrepreneur’s  grounding  (knowledge,  prior  experience  or 
 references).  


Operational plan 


Operational plan highlights the whole production process. In case of non-manufacturing 
 company  this  part  is  entitle  as  a  commercial  plan.  It  includes  information  about 
 purchasing  and  selling  of  goods  and  services,  warehousing  etc.  The  services-offering 
 company  describes  the  process  of  service  delivery,  outsourcer  linkages  and  evaluation 
 of chosen partners. Generally, this plan should describe how the business functions and 
 how it provides good customer service.    


Marketing plan 


This  chapter  explains  the  distribution,  appraisement  and  promotion  of  the  products  or 
 services.  It  also  includes  estimates  of  the  production  volume  and  therefore  derived 
 profitability of the company. Marketing plan is often considered the most important part 
 of ensuring of success.  


Organizational plan 


Organizational  plan  describes  the  ownership  of  the  new  company.  It  is  often 
 recommended  to  give  more  details  about  management  and  ownership  shares.  In  this 
 section  the  key  employees  are  listed  with  their  education  and  experience.  Working 
 hierarchy is shown in the organizational structure.  


Risk evaluation 



(30)Financial plan 


This plan identifies the necessity of investment and economical feasibility of the whole 
 business plan. Financial plan can be divided into the three most important parts: 


  The assumption of the incomes and expenses for at least 3 years. It includes the 
 expected revenues and calculated costs. 


  Development of cash-flow in following three years. 


  Estimated balance sheet. 


Appendices 


The  business  plan  can  contain  informative  materials  that  are  included  in  text 
 (correspondence with suppliers, customers, information from primary research, records 
 from Commercial Register, images, etc.). These are appendices. However, there should 
 be a reference between appendix and text. [10][48] 



2.11  Strategical analysis 


Preparation of a business plan is based on results of the analysis. For clarity, the whole 
 analysis  can  be  divided  into  examination  of  internal  and  external  conditions.  It  is 
 recommended to use structured analytical tools (SLEPT, SWOT, Porter’s 5 forces, etc.). 



2.11.1  PEST analysis 


Or  sometimes  SLEPT  analysis  is  the  tool  of  the  external  or  macro  analysis  which  is 
 often  used  to  determine  and  examine  external  factors.  The  title  of  this  framework 
 corresponds with the first letters of the individual areas: 


Political and legislative area  


-  Stability of the municipal government institutions, political trends and attitudes 
to  entrepreneurship,  laws,  their  applicability  and  interpretability,  court  work 
including registrations courts, etc. 



(31)Economical area  


-  Macro-economical indicators and assumptions, direct and indirect taxes, market 
 trends, restrictions, state support, etc. 


Social area  


-  Labor market,  demographic indicators, the influence of trade unions, degree of 
 corruption, local customs, etc., 


Technological area  


-  Technological  trends,  support  technologies,  their  application  and  availability, 
 etc. [10][17] 



2.11.2  Porter’s 5 forces 


American industrial economist Porter created a theory that attempts to explain behavior 
through  the  development  of  a  competitive  market  situation.  Porter’s  model  explains 
how  behavior  affects  business  profitability  and  market  activity.  With  increasing 
competition, the company becomes less profitable, and vice versa. With decreasing one, 
profitability  grows.  Porter  understands  every  development  that  affects  company’s 
profitability  as  the  competition  factor.  American  economist  identifies  five  competitive 
forces (See image 2). 



(32)Image 2: The five forces That Shape Industry Competition 


Source: Porter (2006). 


2.11.2.1  Competitive rivalry  


is  competition  between  companies  that  operate  in  the  same  market  sector.  Its  range  is 
 influenced the following factors: 


  Degree of concentration refers to the number or market share of manufacturers, 
 in  this  case,  companies  that  offer  the  same  service.  The  greater  the  degree  of 
 concentration,  the  sharper  competition.  The  actions  of  one  manufacturer  will 
 cause immediate reaction in the competition. In such a situation firms conclude 
 agreements to prevent unwanted competition. 


  Product  differentiation.  Competition  is  higher  if  products  are  less 
differentiated in quality, shape or features. This fact often leads to a preference 
of a particular brand. 



(33)  Change  of  the  market  size.  Increase  of  the  market  quickly  weakens 
 competition. On the other hand, stabilization of the market causes an excess of 
 production and therefore more intense competition.  


  Cost  structure.  High  suppliers’  fixed-costs  in  a  shrinking  market  mean 
 competition in product price. 


  Increasing  production  capacity.  If  the  market  grows  slower  than  production 
 capacity, there is a fierce competition. 


  Withdraw barrier. If it is difficult for supplier to get out of a shrinking market 
 (due to penalty sealed contractual obligations), competition increases. 


2.11.2.2  Threat of new entrants 


The  possibility  of  entering  new  competitors  increases  with  growing  profitability  and 
 accessibility of this segment. In such a situation, there are two barriers restricting entry 
 into the market: 


  Strategic  barrier  –  current  manufacturers  do  everything  to  make  their  market 
 unattractive  for  newcomers.  They  can  maintain  their  spare  capacity  which  will 
 be used immediately to start a price war. They wait with the development of new 
 advanced  technologies  until  newcomers  enter.  Manufacturers  can  keep  prices 
 and profits so low to make market not interesting for a third party. 


  Structural barriers. Market investments which are necessary for competitor to 
 establish  and  become  known.  Production  capacity  required  for  reasonable  cost 
 price. Lack of experience and access to distribution channels.  


2.11.2.3  Threat of substitute 


Substitution  (products  that  can  functionally  replace  each  other)  is  always  a  threat  for 
existing suppliers which is enhanced when relative relationship of quality  and price of 
substitute  products  is  better,  customers  are  more  flexible,  customers  do  not  haveto 



(34)2.11.2.4  Bargaining power of buyers 


Companies that are part of the production chain add their activities to a specific value of 
 the product. Customers perceive this value in connection with purchase price as a ratio 
 of  the  values  and  spent  resources.  At  various  suppliers  it  can  be  perceive  differently. 


Because  of  this  fact  there  is  a  selection  and  potential  change  of  existing  relationships. 


The relative power of customers depends on the following five factors: 


  Number  of  customers.  Customers  have  more  influence  if  they  are  less  in 
 particular market. 


  Degree of concentration. If a small number of customers buy a relatively large 
 proportion of total production, their negotiating position on price and terms of 
 delivery is better. This is called a high degree of concentration. 


  Danger  of  reverse  integration in  the  industrial  chain  caused  by  customers 
 often  leads  to  the  fact  that  the  price  and  profitability  of  middle-producer 
 decreases. 


  Degree of product differentiation. A customer who is very dependent on the 
 specific product (the product is manufactured according specific requirements) 
 has little power to negotiate. 


  Sensitivity to product quality. If the quality of product (part) is important for 
customer,  the  supplier  has  a  great  power.  If  not,  the  customer  has  more 
bargaining power and competition between different suppliers increases. 



(35)2.11.2.5  Bargaining power of suppliers 


The  same  conditions  apply  both  to  customers  and  to  suppliers.  Their  power  increases 
 when: 


  the degree of concentration increases, 


  forward integration becomes easier, 


  they offer unique (differentiated) products, 


  they offer crucial for the final product, 


  they  implement  the  measures  that  force  customers  to  invest  in  order  to  change 
 supplier. 


However,  customers  can  integrate  measures  or  create  purchasing  cooperatives  to  face 
 too much power held by suppliers. [1][2] 



2.11.3  SWOT 


Adapted  to  this  work,  this  analytical  framework,  firstly,  provides  information  about 
strengths  and  weaknesses  of  the  considered  company.  And  secondly,  about 
opportunities and threats that mentioned company will face. Strengths and weaknesses 
are  essentially  internal  factors  that  are  more  or  less  suggestible.  Opportunities  and 
threats  are  external  impacts  that  cannot  be  directly  influenced.  Individual  points  are 
recorded in a transparent diagram from which it is possible to deduce the strategies. The 
combination of key potential opportunities and threats with the expected strengths and 
weaknesses concludes four different situations that may become guidance for a strategic 
option choosing.[10][4] 



(36)Image 3: Diagram of SWOT analysis 


Source: Sedláčková (2000).  


In the fist, the most favorable quadrant, a company has several opportunities and offers 
 a  number  of  strengths.  The  result  of  this  fact  should  be  aggressive  strategy  called 


“max – max” strategy, the target of the most companies. In the second quadrant are the 
 strengths  followed  by  adversity  surroundings.  This  diversification  strategy  (“min  – 
 max”)  assumes  that  the  maximization  of  the  strengths  conflicts  with  the  threats  and 
 reduce them. This strategy is usually applied by small and medium enterprises that are 
 not allowed to access market due to limited financial resources. The companies usually 
 develop  additional  service  that  is  not  offered  by  their  competition  (e.g.  delivery, 
 non-stop service, etc.). The third sector represents the “max – min” strategy which uses 
 its market opportunities to eliminate the weaknesses. It is usually called the turnaround 
 strategy. The fourth quadrant is the least favorable and represents strategy “min – min” 


that is focused on the suppression of the threats and minimization of the weaknesses. It 
 means compromises concluding and abandonment of positions. This strategy is known 
 as a defensive strategy. [17] 
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(37)The aim of a SWOT analysis is to reveal competitive advantages, prepare for problems.


Although  this  tool  is  so  popular  some  authors  accuse  it  limited  for  its  inefficiency, 
subjectivity or inadequate interpretation. [5] 
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3  ANALYTICAL PART 


Analytical part consists of a company introduction and competitors’ analysis that helps 
 to  decide  which new service the  firm  should adopt  and which not, followed by macro 
 and  micro  environment  analysis.  After  that  the  primary  research  is  conducted  and, 
 finally, the whole analytical part is summarized in SWOT analysis and business strategy 
 is revealed.   



3.1  Company characteristics 


The  company  IS  Projekt,  s.r.o.  is  a  current  producer  of  managerial,  technical, 
 economical and engineering services that comprehensively support planning, designing, 
 organizing, controlling and managing of business  activities in the field  of constructing 
 and public contracts. The owner and founder of the company is Ing. Ivana Sušilová. The 
 company  is  located  in  town  Uherský  Brod  and  operates  mainly  in  Zlín  Region.  The 
 company  is  involved  in  the  construction  or  reconstruction  of  the  private  and  public 
 buildings  and  properties.  However,  the  company  accepts  any  contracts  relating  to 
 constructing  industry  (e.g.  turnkey  projects).  Organizational  structure  is  shown  in 
 figure 1. 


Figure 1: Existing organizational structure of company IS Projekt, s.r.o. 


Source: Internal data of the company IS Projekt, s.r.o. 
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(39)The  current  organizational  structure  consists  of  two  technical  staff,  one  administrative 
 assistant  and  the  owner  (managing  director  and  engineering  staff  at  the  same  time). 


From the discussion with staff revealed that this structure is unsuitable for the proposed 
 activity. Only one of the employees would be willing to engage in activities associated 
 with real estate management. 


The company IS Projekt, s.r.o. is held by the first generation, therefore, only two phases 
 can  be  considered  (according  chapter  2.9)  –  implementation  and  growth.  Since  the 
 generation replacement is not planned and investment opportunities are considered the 
 company  is  at  the  end  of  the  implementation  stage.  Thus,  according  image  1  the 
 economic growth can be expected.  


Also  for  this  reason  the  proposed  service  should  be  offered  within  the  existing 
 company.  Another  reason  is  relief  from  the  problems  related  to  the  new  company 
 founding, mentioned in chapter 2.7. And last but not least is the fact that it is a family 
 owned  business  which  provides  a  competitive  advantage  to  this  startup  business  unit. 


Advantages but also disadvantages of this connection are shown in chapter 2.6.    



3.1.1  Products of company IS Projekt, s.r.o. 


Even if the company is now offering “comprehensive services in construction” the most 
 often realized services can be distinguished as follows: 


  Preparation of investment plans, 


  Selection process of private and public contracts, 


  Engineering activities (authorial, technical and construction supervision), 


  Project management, 


  Health and safety coordinator, etc. 


Through  the  long-lasting  performance  the  company  has  built  a  good  reputation  and 
market  position.  A  byproduct  of  this  business  is  a  large  number  of  valuable  contacts. 
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3.2  New product selection 


As  Veber  and  Srpová  (2005,  p.  64)  state: “At  the  beginning  of  every  business  there 
 should  be  a  good  idea.”  If  a  man  is  out  of  ideas,  he  or  she  can  help  themselves  by 
 watching the competitors or finding a market niche. This thesis is inspired by the firstly 
 mentioned  method.  Therefore,  the  current  competitors  are  enlisted  in  appendix  3  and 
 analyzed. The examined sample is chosen by online catalogues, registers and browsers 
 (Firmy.cz,  Katalogfirem.cz,  Firmy-sluţby.info,  google.com,  seznam.cz,  etc.).  Due  to 
 quantity  of  data  there  are  limitations  primarily  for  the  Zlín  Region  and  the  main 
 countrywide  competitors.  The  first  limitation  is  related  to  the  operation  only  in  the 
 particular market and the second one is included because of an expected wider portfolio 
 of services.  


The fist searched phrase is “construction supervision” (38 units). The second phrase is 


“health  and  safety  coordinator”  with  14  responds.  Then  “selection  process”  in 
 constructing  with  6,  “preparation  and  construction  management”  with  23  and,  finally, 


“public contracts” with 7 records. The results have to be reduced to only 97 companies 
 or sole traders. Some of them appear in more than one category. However, the duplicity 
 is removed during further analysis. 


Another step in the analysis is to explore the internet presentations of individual entities. 


The  result  of  cataloging  activity  is  the  list  that  contains  more  than  30  records.  For 
clarity,  the  individual  activities  with  the  occurrence  of  more  than  2  are  shown  in 
graph 2. 



(41)Graph 2: Analysis of competitors' services 


Source: Competitor’s web pages (See appendix 3). 



3.2.1  Why property management 


From  the  graph  2  it  is  evident  that  the  most  of  the  competitors  offers  consultancy  (in 
 constructing and real estate). After the consultation with the owner of the company this 
 service  was  rejected  due  to  lack  of  profitability.  The  company  IS  Projekt,  s.r.o.  is 
 willing to give advices to the strategic partners and investors but according Sušilová: “It 
 is  not  cost-effective  to  solve  the  neighborhood  problems.”  That  is  way  this  is  not 
 included  in  web  presentation.  Second  the  most  frequent  activity  is  construction.  The 
 consultation highlights the new motto of the company which is “comprehensive services 
 in construction”. In addition, the owner of the company argued that much better for the 
 company  is  to  deal  with  such  orders  by  outsourcing.  Therefore,  this  activity  is  not  an 
 option. Third service is facility or property management. From the consultation with the 
 owner  and  her  husband  it  follows  that  this  service  could  perfectly  correspond  with 
 existing  intentions  and  direction  of  the  company.  And  the  last  considered  option  was 
 developer  activity.  According  the  owner,  the  company  IS  Projekt  has  started  with  the 
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3.3  Macro-environmental Analysis 


Macro-environmental  analysis  targets  the  company´s  general  environment.  The 
 objective is to draw up conclusions how the current macro-environment influences the 
 company  and  how  the  company  can  benefit  from  the  opportunities  arising  from  the 
 external environment. 



3.3.1  PEST analysis 


The results of this analysis are shown in figure 2. 


3.3.1.1  Political and legislative factors 


The  main  political  factor  which  can  influence  development  of  the  company  is  EU 
 membership. Through the process of unification and standardization of European laws, 
 the  Czech  Republic  is  pressured  to  adopt  new  codes  of  law.  Even  though  the 
 government  rejects  the  draft  of  the  new  Civil  Codes,  the  company  should  keep  up  to 
 date information regarding ownership rights and responsibilities. [33][45] 


Other  important  political  factors  are  legislative  impact  and  reforms  started  by  the 
 non-partisan  government  in  May  2010  and  followed  by  actual  one.  Regarding  the 
 business  interest,  the  main  issue  is  law  on  deregulation  of  rents  in  force  from 
 1st January 2011 influencing bank charges. [46][40][41] 


3.3.1.2  Economic 


The industry, property management, is directly dependent on development of real estate 
market  and  construction  industry.  On  the  basis  of  macroeconomic  indicators  it  is 
possible to predict future trends. The first of these indicators is GDP and the share of the 
constructing  industry.  According  to  the  assumption  that  the  Czech  economy  continues 
to  grow  (see  appendix 4)  it  is  able  to  expect  that  supply  and  prices  on  the  real  estate 
market  will  grow  (due  to  investments).  [47][34][19]  The  second  indicator  is  the 
inflation.  According  Skalický  (2009):  “For  the  owners  of  commercial  estate  the 
inflation plays an important role in estimation, prediction and planning”. Therefore, the 
higher  inflation  means  higher  demand  for  property  management.  Above  mentioned 
main  macroeconomic  factors  are  not  the  only  ones  influencing  the  real  estate  market. 



(43)There  are  other  factors  such  as  change  in  VAT  rates,  interest  rates,  price  regulation, 
 trends in housing, etc. [19][27] 


The offer of new real estate on assets’ market is given by the activity of the construction 
 sector  that  depends  on  the  relative  price  of  the  property  in  proportion  to  the  costs. 


Demand is determined mostly by the number of entities who wish to own a house or flat 
 (even  as  an  investment).  The  development  of  real  estate  prices  can  be  inferred  that 
 demand  for  residential  and  commercial  property  management  will  grow  (See 
 appendices 6-8). [19] 


Another point of view is development of average wages. Sharp increase in wages could 
 endanger  the  prices  of  services  and  therefore  the  profitability  of  the  company.  Gross 
 nominal  average  wage  has  increased  in  the  fourth  quarter  of  last  year  by  0.9%,  but 
 adjusted for inflation, real wages fell by 1.2% (caused by government cuts). However, 
 from  the  long-term  view  it  can  be  predicted  that  nominal  wages  continue  to  rise  (See 
 appendix 9). [36] 


Last  but  not  least  economic  factor  is  national  and  European  business  support  and 
 development (see chapter 2.8). 


3.3.1.3  Social 


One of the upper social factors is population trend. According appendix 10, the number 
 of people in Czech Republic is rising. Thus, it is expected that demand for housing and 
 services  will  increase.  Varaďová  (from  Uherský  Brod  Municipality  –  population 
 register)  and  Krumpholzová  (2011) maintain  that  young peple move to  larger  cities to 
 seek for better job. This can be one of the threats for chosen business in Uherský Brod. 


Appendix 9 confirms that living standard in Czech Republic is growing and thus again 
verifies  the  increasing  demand.  Another  social  factor  is  unemployment  rate.  From 
appendix 11 it is evident that even if the unemployment is falling there are still enough 
people to hire. On the other hand, declining unemployment may lead to higher salaries 



(44)3.3.1.4  Technologic 


Direct dependence on technology for this kind of business is not so noticeable. Cheaper 
 communication lead to  cost  saving.  Another factor can be from banking  sector.  Faster 
 transactions  and  easier  access  would  easier  the  company’s  work.  The  company  uses 
 computers  and  other  hardware.  Technological  development,  generally,  accelerates 
 processing of data, ensures security and saves costs.  


The above mentioned four macroeconomic influences are the same for all competitors; 


therefore, they have little effect on competitive advantage of the company.  


Figure 2: PESTE Analysis overview 


Political  Economic 


+change of the Civil Code 
 +government reforms 


+activity of construction sector 
 +supply and prices of real estate 
 -demand for real estate 


-wages 


Social  Technologic 


+population 
 -living standard 
 -unemployment 


-telecommunication prices 
 -faster transaction 


-processing of data 
 +/- representation of importance, bold factors are the most important. 


Source: Own research. 


The results of PEST analysis are summarized and evaluated in figure 2. The single units 
are  sorted  by  its  importance,  +/-  represent  importance  and  bold  factors  are  the  most 
important. Knowledge gain from this analysis is processed by SWOT framework at the 
end of analytical part. 
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3.3.2  Porter’s 5 forces 


This analysis may help to evaluate the risk or potential competition threats. The chapter 
 3.2  analyzes  competitors’  environment  of  the  company  and  its  present  services.  This 
 section  focuses  on  the  five  main  forces  that  may  influence  the  new  interest  of  the 
 company  –  property  management.  Analysed  objects  are  companies  and  individuals 
 active in the constrained market of Uherský Brod. 


3.3.2.1  Competitive rivalry 


In  Uherský  Brod  and  surroundings  the  main  companies  managing  real  estate  are 
 Regio UB,  s.r.o.  and  PANORAMA,  Housing  association  (hereinafter  Regio  and 
 Panorama). The third competitor is real estate agencies with insignificant market share. 


The greatest advantage of the company Regio is the only one owner town Uherský Brod 
 who put into more than 80 million CZK (according Business Reister). Product range is 
 more less the same with exception. Regio also manages distribution systems of heat and 
 boiler  houses  in  region  that  means  the  competitive  advantage  of  the  company.  In  this 
 market there is expected gradual development therefore quick market changes shouldn’t 
 influence  internal  competition.  Both  the  above  mentioned  companies  state  in  their 
 mandated contracts  notice period of about  six months  which is  the only one withdraw 
 barrier. To sum up, the internal competition is due to dominant position of Regio strong. 


3.3.2.2  Threat of new entrants 


This industry is not investment-intensive and town-owned companies are not even being 
pushed toward effectiveness and profitability. The only strategic barrier is an unwritten 
agreement with the city for support and recommendation. However, dissatisfaction with 
Regio  may  be  opportunity  for  new-coming  company.  On  the  other  hand  structural 
barriers  present  very  important  aspect.  For  business  unit  without  experience  and 
goodwill  is  very  hard  annex  part  of  the  market.  Another  point  of  view  is  size  of  the 
market.  Uherský  Brod  is  not  attractive  enough  to  invite  bigger  and  experienced 



(46)3.3.2.3  Threat of substitute 


Property management practically doesn’t have any substitute. 


3.3.2.4  Bargaining power of buyers 


Market research in chapter 3.4.1 shows that only in Uherský Brod (with its cadastres) is 
 the  number  of  potential  customers’  notable  high.  Decision  on  the  degree  of 
 concentration is not clear at all. On one hand there are residents of apartments or other 
 types  of  buildings  who  are  able  to  conclude  limited  number  of  contracts.  And  on  the 
 other  hand  there  are  experienced  developers  who  are  searching  for  new  investments. 


Unfortunately,  the  property  management  is  very  comprehensive  but  every  supplier 
 offers  “full  service”.  Thus,  there  is  no  product  differentiation.  Customers  obviously 
 expect the best service but they are not directly dependent on quality. According stated 
 arguments the bargaining power of customers can be pronounced moderate.  


3.3.2.5  Bargaining power of suppliers 


There  is  no  need  for  strategic  partnership  with  suppliers,  only  in  a  limited  extent,  for 
delivery  of  hardware,  software,  office  supplies  and  other  things  associated  with 
transportation,  communication  and  legal  advices.  They  don’t  offer  differentiated 
products, there is a high concentration of them and they don’t force customers to invest 
in order to change supplier. By and large, bargaining power of suppliers is insignificant. 



(47)Figure 3: Results of Porter's 5 forces analysis 


Source: Own research of property management industry. 


Figure  3  describes  the  results  of  the  analysis  of  competitors’  environment.  Individual 
 forces are rated by words from none to strong. The competitive rivalry was identified as 
 the most important. The result of this analysis is also processed in SWOT analysis at the 
 end of analytical part. 



3.4  Micro-environmental Analysis 


In  micro-environmental  analysis  belong  market  overview  and  description  of  future 
 trends. This analysis may help to select the target customers and consequently to predict 
 future revenues and costs. 
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(48)3.4.1.1  Size of the market 


Uherský Brod is part of Zlín Region and its adjacent cadastres covers an area of 5 206 
 hectares.  According  Population  Register  the  current  population  number  is  16 898 
 (30.6. 2011).  Out  of  this  number  are  4 282  business  entities.  Spreading  of  individual 
 business legal forms is given in graph 3. 


Graph 3: Legal forms occurrences in Uherský Brod (31. 12. 2010) 


Source: ČSÚ (2010). 


According  to  past  experience  of  the  owner,  the  services  of  company  IS  Projekt,  s.r.o. 


(given  the  scope  of  contracts)  are  mainly  exploited  by  commercial  companies,  state 
 organizations,  joint  stock  companies  and  very  rarely  by  cooperatives.  From  the 
 beginning, the same customers spread of the new division can be expected. This fact is 
 supported  by  the  possibility  of  personal  recommendations  in  the  implementation  of 
 construction contracts.  


Another way how to estimate the scope of the newly established division is to explore 
 the  number  of  real  estate.  In  Uherský  Brod  there  are  15 910  buildings  and  28 850 
 parcels.  Some  of  them  are  presented  in  figure  4.  The  third  column  symbolizes  high 
 importance for the company. Because not only newly created properties are necessary to 
 manage.  Some  of  them  are  already  watched  by  the  competitors  mentioned  in  chapter 
 3.3.2.1 and others are administrated by the owners themselves.  
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