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ABSTRAKT

Védecky prispévek uvadi zavéry vyzkumu MSM 6215648904 (Brno, 2011) se
zaméfenim na krizovy management, ktery v procesu fizeni zmén se opird o autorem
zformulovanou metodiku tvorby, implementace a zmén podnikatelskych strategii
ajejich potteby zpresnovani vdisledku plsobeni turbulentniho prostiedi
managementu a dal§imi vyznamnymi vlivy. Jsou uvedeny hlavni pfi¢iny, které vedou
ke vzniku krizovych situaci a metody jejich analyzy. Dale jsou formulovany strate gie
feSeni vzniklych krizovych situaci. Pfedmétem analyzy jsou vybrané podnikatelské
subjekty. Podrobné je analyzovan podnik Bioveta, a.s. Ivanovice na Hané. Vyzkum
prokazuje skutecnost, Ze moderné¢ ftizené¢ podniky, vzhledem k jejich slozitosti
arizikim, nutné potiebuji mit k dispozici funkéni a dobfe propracovany systém
krizového managementu.

Klic¢ova slova:
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ABSTRACT

The paper presents the results of research MSM 6215648904 (Brno, 2011) focused on
crisis management, which is based on the process of change management by the
author-formulated methodology of the creation, implementation and changes of
business strategies and requirements for their improvement due to the incidence of a
turbulent management environment and other essential factors. The main factors of
crisis and methods of their analysis are formulated. Thereinafter, strategies of solving
crisis situations are formulated. The company Bioveta, Inc. is analysed in detail. The
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research has proved that companies with modern management need a well-made and
working system of crisis management due to their complexity and risks.

Key words:
Crisis management, algorithm, company life cycle, crisis matrix.

INTRODUCTION

As stated by Drucker (1998), no century in the history of mankind has seen as
many radical changes as the 20th century. In the publication entitled "Management at
the Time of Big Changes", the quoted author publishes the practical experience of
companies and particular approaches on how the respective situations can be
approached and used in a practical manner. The integration processes characterizing
the current state and prospects of changes in Europe and world-wide significantly
affect the behaviour of all economies, i. e. including the economy of the Czech
Republic as a part of the EU. Other important factors include globalization of the
market environment, which penetrates almost all spheres of society.

Hron (2001) states that the basic constant in managing the development of business
entities is change, good mastery of which is the basic criterion for evaluating the
managerial work of all company managers.

In addition, the economic situation characterized by the development of a crisis that
has been occurring gradually in advanced economies world-wide since last year fully
confirms the mentioned opinion.

Svejnar stated at the International Economic Forum (Prague 2008) that the first driving
force of the mentioned crisis was the United States of America, particularly by
relaxing the monetary policy in 2000, then there was a boom in the real estate market,
complicated financial instruments, panics and some other problems, bankruptcies of
banks and insurance companies, the price of crude oil and food, etc.

The behaviour of business entities also has a significant effect on the development of
new information technologies. Gates (1999) states that the digital flow of information
enables transforming all kinds and forms of information into a unified digital form and
subsequently storing it in any computer, processing and resending it further. This fact
1s very important in all areas of management as all control processes are decision-
making processes, subsequently influencing the processes and control processes while
all the mentioned processes are in fact realized through information processes. The
company information system should satisfy all the company functions while ensuring
them with the necessary amount, structure and quality of information. These individual
functions fulfil the complex of the company operation while the function is understood
as a specific activity.

Hron (2006) writes, that knowledge management has become much more a matter of
information technologies, and although the discussion on knowledge usually started at
the level of strategic management in an enterprise it very quickly moved on towards
the area of designing applications, architecture of the knowledge databases, searching
for tools, etc. Tichd — Hron (2006) note that the opportunity for learning is greater in a
firm with higher knowledge basis than in a firm less well equipped. Hron (2004) deals
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with the diagnosis of business health. He mentions, that every business grows,
develops and dies within its life-cycle, dependent on its relations with the external and
internal environment.

Also Tomsik (2004) and TomSik-Minafik-Somerlikova (2008) are concerned with
diagnostics of business health and finds, that the resulting diagnosis determined by
diagnostic methods has to help to reach the goals, which — based on the activites of the
business — lead to generation of an appropriate reaction to the identified status of the
diagnosed business.

The quality of managerial decision-making depends on a number of factors that
undergo dynamic changes and the task of good managers is to affect the changes
successfully in the direction of properly set objectives. Inadequate reaction to any of
the important factors of the external or internal business environment may lead to the
occurrence of a partial or more comprehensive crisis situation.

1 MATERIAL AND METHODS

The objective of the present scientific contribution is to publish the results of
the author's research, MSM 6215648904 (Brno, 2011), in which the subject of the
analysis is the area of decision-making of the company management in selected
companies during their life cycle while stating circumstances which can lead to crisis
situations in the company management. One of the tasks of the performed analyses is
the timely reaction of the company management, which makes it possible for it to
reduce the impacts of possible crises significantly, or to prevent a coming crisis. The
published results have a methodological character and they state the formulation of an
algorithm of monitoring the causes of a crisis with possibilities of their solution by the
company management. The analysis is carried out according to the approach
formulated by Svoboda, E. (2002 and 2006) and Svoboda, E. - Bittner, L. — Svoboda,
P (2006): , the application of which relates to almost all phases of the company life
cycle in which crises may occur. The contribution states the causes of the occurrence
of crisis situations in analyzed business entities, in the area of economic, financial and
accounting activities with possibilities for their solution using the principles of crisis
management with application of the principles of knowledge management.

Methods of strategic decision-making, controlled dialogue, methods of management
environment analysis, economic and financial analyses and in particular, methods of
crisis management application were used with the focus on the markets in the Czech
Republic and the EU and on international markets. The analyzed companies represent
medium-sized business entities with a more extensive scope of business and equipped
with modern technical means of control that are necessary for carrying out individual
kinds of financial and economic analyses, specifically in connection with analyses of
management and marketing. Bioveta, a.s. in Ivanovice na Hané is analyzed in detail.
During the research analyses were carried out, specifically PEST analyses, the EFE
analysis (External Factor Evalution Matrix), IFE (Internal Factor Evalution Matrix)
and BCG and SPACE analyses, the results of which form the basis for crisis
management. The analysis of the Boston Consulting Group and the related SPACE
analysis, which evaluate the position of the respective company on individual markets
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were realized from 1998 to 2009. In this contribution, the results from 1998 to the end
of 2009 are specified.

2 RESULTS AND DISCUSSION

Due to the limited scope of this contribution we will present the results of the
BCG analysis, the SPACE analysis and the analysis according to Miles - Snow and
their context will be provided.
BCG monitors the market according to two basic parameters, specifically with regards
to the market growth and market share of the analyzed company. These two
dimensions make it possible to formulate a relations matrix with four quadrants. The
results of the BCG for the given time period are given in Table No. 1.
The SPACE analysis evaluates the company’s position on the market with regards to
the field environment when it correlates the basic factors of changes in the field and on
the other hand, the prerequisites and changes in the decision-making factors on the
company level. These data are stated in Table No. 2. Thus the mutual relationships of
selected decision-making factors of the strategic position on the market are shown.
From the performed BCG analysis, the general positive trend in the product portfolio
1s apparent in individual quadrants even though relatively high annual fluctuations are
obvious, to which the company management must react by its measures and it must
coordinate them.
It is obvious from the changes in the percentage representation of products in
individual quadrants that it is rather beneficial for the analyzed company, as most
products belong to quadrants I to III. It is also obvious from the results of the analysis
that the company is applying the strategy of innovation of its products well, shown in
quadrant II at the beginning of its implementation into practice. The data in this
quadrant were growing in time until 2005 when a decline to 29.7% was noticed. In the
following period, the share was also increased to 34,2 %, specifically in 2009. Those
crucial for the volume of sales and satisfaction of clients are the products in quadrant L
These are products that are suitably located on the emerging market. It is apparent that
the company applies the strategy of diversification well, which can be noticed in the
growth of representation on the market - growth in quadrants I to III. Quadrant IV
informs the company management about representation of the products that are not
successful on the market and therefore are not economically beneficial for the
company. Significant and positive reduction of products in the quadrant was the result
of good use of the application of stock management with the system of managers'
motivation depending on the wvolume of required stock of ready-made products.
Fluctuation occurred only in 2005 and 2006 due to the growth of competition
particularly on the EU markets.

Table No. I Representation of products according to the BCG analysis (in %)

Quadrant
Year 1 I 11 v
1998 38.1 24.0 257 122
1999 434 275 27.0 2.1
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2000 34.5 31.0 30.0 4.5
2001 32.1 34.2 26.0 7.7
2002 27.2 34.5 22.1 16.2
2003 45.1 34.0 18.2 2.7
2004 38.7 35.1 17.9 8.3
2005 32.1 29.7 26.8 11.4
2006 34.1 30.1 24.5 11.3
2007 42.1 29.9 24.6 34
2008 39.2 31.1 233 6.4
2009 40,1 34,2 20,6 5,1

Source: Svoboda (2011)

The SPACE analysis supplements the previous conclusions and its summary results
show that the field of sale of veterinary biological preparations and pharmaceuticals is
relatively stable, but with high dynamics of change in the sale of individual products.
The results in the monitored timeline are obvious from Table 2.

Table No. 2 Results of the SPACE analysis (points)

Characteristics
of the field of the company
Year Degee of Stability Financial Competitive
attractiveness ) strength advantage

@) 3) 4)
1998 3.2 3.5 4.7 4.9
1999 3.7 3.6 4.9 5.1
2000 4.2 4.0 52 5.0
2001 3.9 4.0 52 4.9
2002 4.3 3.9 5.7 53
2003 4.4 4.0 6.0 54
2004 4.2 3.9 5.4 5.5
2005 4.4 3.7 52 52
2006 4.4 3.8 53 5.7
2007 4.2 3.9 5.5 5.6
2008 4.5 3.9 5.6 5.6
2009 4,8 4,0 5,6 5,7

Source: Svoboda (2011)

As shown in Table 2, the financial strength of the company grew significantly in the
monitored period, evaluated by the point scale, from 4.7 points to 5.6 points. Its
highest value was reached in 2003, specifically 6.0. It was reduced in 2004 mainly due
to the effect of preliminary problems in the entrance to new markets. The competitive
advantage of the company was also improved as its initial value was 4.9 points and the
value in 2009 was 5.7 points. With regards to business in the field of the production of
pharmaceuticals and organic preparations it can be evaluated as stable, with initial
values of 3.5 points and current values of 4.0 points. In addition, the level of
attractiveness has been a good opportunity for the company the entire time. The initial
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value was 3.2 points and the current value is 4.8 points. The selected values
characterize the selected markets and they are average values.

We will further state selected data of the market evaluation according to Miles - Snow,
together with the experience of the management of the analyzed company on
individual markets.

If we notice the characteristics of individual markets with regards to the Bioveta offer,
we can state that the company always has a wide portfolio of products on domestic and
foreign markets. In addition, behaviour on individual markets is adapted to the
particular conditions. The protective approach (1) may be applied by the company on
the Czech market only, specifically for products that it receives as a public order. In
2009 it is much more difficult to receive these orders. The prospecting approach (2) is
used particularly for entrance to foreign markets. This approach is usually combined
with the analyzing approach (3). On Czech and foreign markets, the reacting approach
is also used, in particular for products with high competitiveness or for products that
are pushed aside by more up-to-date and more effective preparations.

The experience of the company’s TOP management shows very different
characteristics, particularly on foreign markets. Veterinary pharmaceuticals and
organic preparations in the current EU are characterized by compliance with all the
rules with high administrative demands, particularly in the registration of individual
products on these markets. The main representative of the markets for Bioveta is the
German markets. These markets can also be characterized by good payment ethics and
compliance with business rules.

The Asian markets can be briefly characterized by an easier entrance to the market
compared to the EU, a wide portfolio of products and high competition, which is
demonstrated by pressure on low prices. The other important sign is the high risk in
the payment ethics of the companies. The requirements for the quality of products are
standard, i.e. the quality is lower compared to the EU. The markets in South America
and other countries on the continent have the specific and high competitive strength of
American and Mexican companies.

Strong specifics can be noticed on the markets of Belorus and Russia. In particular,
there are few clearly defined business rules, non-standard measures are used, business
is mostly realized through agents.

Due to the effects of the world economic crisis it has been necessary for Bioveta to
reduce its business contacts on the markets of the Ukraine and all the Baltic states
significantly due to their poor solvency.

The current situation of the analyzed company on individual foreign markets with the
exception of the mentioned states can be evaluated as good, as the financial strength of
the company is growing significantly and the company is gradually managing to
penetrate new markets. It is obvious from the performed analyses that this is due to
two groups of factors. The first group includes top-quality products and flexible price
strategies on individual markets and the stabilization of prices or their slight decline.
The second group of factors includes application of the fundamentality strategy in
costs, which creates the basis for setting adequate prices for individual products
compared to the competition. The price relations for individual products are monitored
by the analysis of a complex value index, which makes it possible to reflect changes in
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sales for the products sold, due to changes in the amount of products and price effects.
The company creates good prerequisites for achieving profit in all company products.
One very important factor in the whole analyzed range is good orientation of the
company toward the requirements of clients and market segmentation. Since 1990
there has been a significant decline in the number of livestock in the Czech Republic
and a related reduction of the demand of agricultural companies for veterinary
products, thus there was also a decline in the sales of Bioveta. In connection with the
current development of the purchase prices of animal products we can expect that
there will be a further reduction in the number of milk cows and pigs. This will reduce
the need for veterinary preparations and their sale by Bioveta. The mentioned problem
was gradually handled in the past by two groups of measures, specifically by
extending the assortment of products and moving to "Hobby Programmes" for pets, i.
e. for dogs and cats, for the domestic and foreign markets. The second measure
monitored the significant expansion of all requested products of Bioveta on foreign
markets. Both measures mentioned will have to be perfected and continued.

3 DISCUSSION

We can say that company management during a crisis can be regarded as a state when
a company does not fulfil some of the long-term objectives, i. e. there is a partial crisis,
or there are more long-term objectives that are not met; then it is a deeper or general
crisis. Therefore, a crisis can have a partial or a comprehensive character.

The procedure that makes it possible to predict a crisis or to deal with it can be divided
into three stages, specifically the analysis of the degree of risk (1), formulation of a
crisis strategy with specification of the degree of risk, or the elimination (2) or
realization of a crisis strategy, i. e. the reduction or removal of the cause of the crisis
(3). The analysis of the degree of danger builds on the process of strategic decision-
making, specifically on the methods of the management environment analysis. Based
on the methods, individual factors are formulated with the probability of their
occurrence, from the internal and external management environments. We will create a
crisis matrix by classifying the factors above with the probability of their occurrence
and their classification from highest to lowest and with parallel definition of the
impacts that the crisis causes. By analyzing the crisis matrix we will define the crisis
strategy, 1. €. we will specify the measures and the process of elimination or removal
of the crisis. It is obvious from the facts above that there can be four basic
combinations of the probability of occurrence of a crisis with a definition of their
impacts: high probability of occurrence of danger with above-average to significant
economic impacts (I), high probability of the occurrence of risk with below-average to
minor impacts (II), medium to minor probability of the occurrence of risk with
significant economic impacts (III), medium to minor probability of the occurrence of
risk with minor economic impacts (IV).The mentioned alternatives are obvious from
Figure 1.
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Figure 1 Crisis Matrix

N Significant| Minor
1

Danger 2

— 3 Significant I 1

Weaknesses

—> |. Low I v
m

Where: P - probability of occurrence, V - high probability, N - low probability, D -
impacts incurred

Drafting a crisis matrix is a guideline for the possible solution of a crisis. Situations I
and III require the elimination of possible sources of the crisis, either by not including
the respective activity, elimination of the activity by termination, or by formulating an
alternative solution. Situation II requires either the elimination of the respective
activity or looking for an alternative solution to the respective problem and situation
IV enables solving a crisis with an alternative or using common measures. After
determining the crisis strategy, a plan can be set in the case of the occurrence of a
crisis, the realization of which can eliminate or solve the crisis. The data from the
crisis matrix serve for detailed drafting of a risk map, including all the areas of the
company activity. The results of the paper are applied in practice by the analyzed
business entities.

The ascertained results correspond to the works of some authors. These include in
particular Hron (2006), Gozora (2001), Simo (2000), Svejnar (2008), Suléi (1995),
Toms$ik (2004), WHITELAY (1994), Zuzék (2008). The quoted authors put
significant emphasis on managerial work, developing business activities and effective
application of the marketing activity in company management.

CONCLUSION

As is obvious from the performed analysis, if a company wants to be successful in
growing competition, it must strive to obtain valuable information about the
management environment and the other facts it will get from performing managerial,
marketing, economic and financial analyses. We can state that a well-run economy
puts new and important demands on strategic decision-making of a company’s
management with the application of the methods of crisis management. This regards
preference of the following requirements:
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»= Application of the system of a governmental recommendation to
eliminate the effects of the financial and economic crisis in practice,

* Adequate reaction of the company management to the changing
environment, in particular the external environment with the necessary
degree of creativity and respecting the clients' requirements,

*= Application of modern methods of decision-making with a well-
operating company information system using modern information
technologies with good awareness in the area of strategic decision-
making and with the application of suitable systems of the motivation of
the managers and all the company employees,

* In the case of problems in fulfilling the fundamental company objectives,
timely application of the recommended and applied methods of crisis
management.

REFERENCES

[1] DRUCKER, P.F.: Vyzvy managementu pro 21. stoleti (Management Challenges
for the 21" Century), Praha: Management Press 1st reprint, 2001. ISBN 80-7261-
021-X.

[2] GATES, B.: Byznys rychlosti myslenky (Business and the Speed of Thought).
Praha: Management Press, 1999. ISBN 80-85943-47-2.

[3] GOZORA, V.. Prispésobovanie podnikatelskej struktury polnohospoddrsko
potravinarskeho komplexu europskym trhovym Strukturam. (Adaptation of
business structure of agriculture and food-processing industry to the market
structures). In Medzinarodné vedecké dni FEM SPU Nitra (International
Scientific Days), 2001. ISBN 80-7137-715-5.

[4] HRON, J.: Zmeny v projektovani modelii podnikatelskych subjektii (Changes in
planning of models of business subjects). In Medzinarodné vedecké dni FEM
SPU Nitra (International Scientific Days), 2001. ISBN 80—7137-715-5

[S] HRON, J. Knowledge and strategic management (Znalosti a strategicky
management) . In: Agricultural Economics (Zemédélska ekonomika). Volume 52
(3) 1001-1006. Prague, 2006. ISSN 0139-570X.

[6] SVOBODA, E.. Podnikatelské strategie ekonomickych subjektii 7izené
zakaznikem (Business Strategies of Economic Subjects controlled by Customer).
In: Firma a konkurenéni prostiedi (Firm and Competitive Advantage). Ustav
marketingu a obchodu PEF MZLU v Brn¢, 1999. ISBN 80-7157-37-2.

[71 SVOBODA, E. — BITTNER, L.: New Approaches to Company Management in
the Czech Republic (Nové pristupy v #izeni podnikii v Ceské republice).
http://www.1aes.org/conferences/ Paris , 2002.

[8] SVOBODA, E.- BITTNER, L.-SVOBODA, P: Moderni pristupy v Fizeni podnik
v novém podnikatelském prostiedi (New Approaches to the Business
Management in new Entrepreneurial Environment). Praha: Professional
Publishing, 2006. 220 s. Praha. ISBN 80-86946-12-6.

[9] SIMO, D.. Teoretické a metodologické otizky agrirneho marketingu
(Theoretical and Methodological Aspects of Agrarian Marketing). In Aktualne

681



problémy agréarneho trhu (Actual Problems of Agrarian Market). SPU FEM Nitra,
2000. ISBN 80-8137-750-3.

[10] SULER, O. Manazerské techniky (Managerial Technics). Rubico Olomouc,
1995. ISBN 80-85839-06-7.

[11] SVEINAR, J.: Lecture at the International Economic Forum, Prague, 2008.

[12] TOMSIK, P.: Approaches to the diagnostics of agricultural and food-processing
subjects (Pristupy k diagnostice podnikii zemédélského a potravinarského
prumyslu). In: Agricultural Economics (Zemédé€lskd ekonomika). Volume 50
(12),2004. p. 552-555. Prague. ISSN 0139-570

[13] TOMSIK, P. — MINARIK, B. — SOMERLIKOVA, S. Factors affecting the
methods of employees management in agrobusiness companies in the region
Vysocina (Faktory ovliviiujici metody vedeni zaméstnancu Vv podnicich
agrobyznysu regionu Vysocina). In: Agricultural Economics. Volume 54 (7) pp.
293-300. Prague, 2008. ISSN 0139-570X.

[14] WHITELAY, C.: Podnik rizeny zdkaznikem (Business controlled by customers).
Victoria Publishing, Praha, 1994. ISBN 80-85605-69.

[15] ZUZAK, R.: Zpodnikovych krizi k vitézstvi (From business crisis to the victory).
Alfa: Praha, 2008. ISBN 978-80-87197-01-1.

Védecky prispévek uvadi zavery vyzkumu MSM 6215648904 (Brno, 2011)

Clanok recenzoval:
prof. Ing. Ladislav Siméak, PhD.

682



