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ABSTRAKT

Dnes svét stoji na prahu Sesté technologické zasady a ma obraz neustalych trendd, které jsou vzdy
aktualizovéany, nebo maji zcela novy smér nejen v ekonomické realité, ale z hlediska mentality a
zivotniho stylu, bez ohledu na misto ptivodu, s ohledem svétového charakteru, v disledku globalni
body, jako jsou provozni aspekty a aspekty kone¢ného produktu, jsou v centru pozornosti vedeni,
a oni jsou bez sekundarnich néstroji. Ale, jak se fika, d’abel je v detailech a bez fadného
mechanismu v podob¢é méieni organiza¢ni produktivitu nebo vykon, podnik, i kdyZ je schopen
pracovat rychle a efektivné, ale jeho vynosny vyroba s nejvétsi pravdépodobnosti nebude mit

dlouhodoby charakter.

Proto je cilem této disertacni prace najit odpovéd’ na nasledujici otdzku: "jak navrhnout métitko
meéteni vykonu, které spliiuje vSechny moderni technické a metodologické pozadavky?» Nasledné
se nejprve zaméfuje na fizeni u¢innosti a za druhé na nasledné méieni ucinnosti. Vzhledem k

tomuto backgroundu muize byt ve vybrané spole¢nosti zaveden cely novy systém fizeni vykonu.

Kli¢ové definice: Systém managementu, Rizeni dodavatelského fetézce, Rizeni lidskych zdrojd,

Rizeni vykonnosti, Klicové ukazatele vykonnosti



ABSTRACT

Today the world is on the threshold of the sixth technological order and has the picture of
permanent tendencies that are always updating or having absolute new directions not just in the
economic realities, but also in terms of mentality and mode of life regardless of place of origin
regard worldwide character due to global unification that mostly comes from the West modern
civilization. It could seem that the most important things such as operational and the final product
aspects are the centre of the management attention and they do without secondary tools. But as
they say, the devil is in the details and without having proper mechanism in the form of the
measurement of organizational productivity or performance, which is more correct statement, the
business, even though, is capable run fast and effective but its profitable production is unlikely to

be of a long-term nature.

Therefore, the given thesis aim to find the answer for the following question: «How to develop the
performance measurement scale which meets all modern technical and methodological
requirements?» Subsequently, first, the main attention is paid to performance management and,
second, performance measurement afterwards. Considering such background new entire

performance management system is capable to be implemented in a selected company.

Key words: Management system, supply chain management (SCM), human resorce management
(HRM), performance management, key performance indicators (KPIs).
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INTRODUCTION

The main goal of the present thesis is to apply new performance management system
considering its measurement in a company that has a foreign profile on the territory of the
Czech Republic. To reach correctly such goal, it is needed to to find the answers for the
substantial questions:
1. What is the most common practice to establish management system as a first step for
an organization?
2. How do organizational activities like supply chain management (SCM) influence on
the performance?
3. What is the place of quality management in the company?
4. Does human resources management need to the given thesis topic?
5. How to reach organizational goals with the help of strategic performance management
and its analysis?
6. Is it possible to measure the performance?
7. What is the current situation in terms of performance in the chosen company and how

it can be improved in the long-term?

To fulfill the goal of the thesis by implementing new performance measurement, the
organizational strategy of the company is going to be revealed as the basis before the
performance projecting desing, especially if we are speaking about the company incipient from
scratch.

Additionally, it has to be mentioning such critial fields like supply chain management (SCM)
and human resources management (HRM) as they considered as important mechanisms for
performance running and improving based on the personal perspective, not mentioning quality
management. For instance, HRM lays as a base in the down-top hierarchy what allows to realize
the subsequent processes like productional and market ones. Strategy which is already installed
in a selected company has long-term as it is engineered until 2025 and focuses on different
things as a profit and internal processes. Also, it is showed the pillars standing on, especially in
the beginning, to make clear how «indoors» look like and to emphasize the point of difference
what is in theory and what is in real. And due to non-disclosure document signed the company

has a fictional name in the Master thesis — PRUT (after the river in the Republic of Moldova).

The motivation for writing the present thesis concludes in the gaining the first knowledges

combined with the practical part as the first step of the career, to see real production and how
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it functions. Also, it could be counted as a precious experience as it is considered valuable point
in the labour market for finding suitable job. The last reason, it is an attempt to cooperate with
the people within the organisation considering importance of labour relationship and to bring

the usefulness as much as it valuable for the chosen company.

This study has two parts, theoretical and practical. In the beginning, it is described the
managerial system itself and communication with the supplier side and total quality
management (TQM). Human resources management (HRM) is no less important spot which
has its fair place both in the fundament of the organization and milestone for measurement
perspective. Further, it is discovered what is to have complete analysis within the market with
the various matrixes and models. The last theoretical part considered a result of performance

measurement — the desing of new relevant projects aimed at concrete areas.
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1 GENERAL MANAGEMENT SYSTEM

1.1 Creation of management system

When addressing organizational structure, we must consider both the type of structure
required and the method by which it should be constructed. Organization structure is an
indispensable means and the improper structure will severely impede, if not completely destroy,
business performance. First of all, it has to be looked at the business goals, not structure. Why? As it
has to be identified what kind of business is being intended to establish and how it is going to be in the
different scale time perspective for short-time and long-term.

Organisation as a structure is a relationship based on common responsibilities and obligations. From
the beginning, it is organized to define how the communication looks like and how authorities are
distributed. There are various tools to define specific kind of structure which are activity analysis,
decision analysis and relations analysis (Choudhary, 2018):

1. Activity analysis shows how the performance indicators have to be accomplished, what kind
of performance needs to be finished.

2. Decision analysis (DA) is based on the principle of when to make a decision, on which specific
level of organisation, and what could be impacts and consequences of such decision-making
process. Also, it has to be figured out what managers could be part regards the decision policy
approved.

3. Thanks to relations analysis, it is possible to define organisational structure much easier.

Federalism is a management concept established by the economic scientist Drucker (2010) who is
considered as a ‘father of modern management’.
It could be said that federalism is the same meaning in the management field like one regards political
perspective. Basically, that is the centralized decision-making process in decentralized structure itself
which definitely simplifies the ruling and minimize the overall control with the following advantages:
1. The top management busies itself with the relevant functions and doesn’t distract for targets of
management level lower

2. It helps to track the employees performance

Management by objectives (MBO) represents itself such approach from federalism that provides
combination between employees objectives and organizaiton objectives based on certain conditions
(Dumbu, 1998):
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1. Managers and employees set the objectives together
2. Employees get regular feedback about how they reach some objectives

3. Reward system for the most successful employees

Thus, it is really can be said that the key and the engine of such methodology is a permanent

development and improving the performance indicators based on employees appraisal (Islami, 2018).

1.2 Supply Chain Management (SCM)

Supply chain management (SCM) — the sum of organisational activities for getting products and
services to the customers (Slack, and Brandon-Jones, 2018). That’s pretty crucial point as it regards
delivering side of a company to bring production to the market. So, SCM is about planning and
monitoring current operations as it controls the products and services flow from supply side to the end

customer.

Also, another definition stands for SCM that it improves customer value and strenghens competitive
advantage among other companies with the same profile (Handfield, 2021). Core of such that is a
development of supply chain processes as effective as it possible by endless efforts and attempts. Also,
it involves sourcing and logistics with the required modern information technology equipment.

So, supply chain management (SCM) is layed on these two important points:

1. When each product is got by the end customer, it means there is a presence of the fact of
cumulative involvement by a certain number of companies behind, which represent altogether
the supply chain.

2. Itis reasonable to face that most organisations pay attention to only own business, especially
after a while, and they basically could disorganise or at least affect the entire supply chain

system established.

Every company that participates in the overall supply chain connects with each other through physical,
information, and financial flows (Aluko, 2016). Speaking of the physical one, almost only one direction
takes place but sometimes it could be reversed way due to returning the product by the customer, for
instance, because of difference between expected characteristics and real ones. The beginning of
material (physical) flow takes from simple raw materials needed to manufactures and finishes by the
final distribution to the end customer.

Unlike physical flow, information one is based on the two-way direction — from supplier to the

customer and vice versa. The flow is based on quotations, purchase orders, invoices and even delivery
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status those refers mostly to logistic side and, at the same time, based on operational part built on
partnership with retailers, dealers and distributors.

Financial flow also differs from the two previous ones as it goes from the customer to the supplier, that
is, reversed direction regards the origin flow of supply chain itself. How does it happen? Once the
customer gets the product, the agreed payment takes place and money goes back to the initial supplier
hand.

In conclusion, it is needed to be said that supply chain management consists of other four parts of
management are going to be parsed (Slack, and Brandon-Jones, 2018):

1. Capacity management

2. Inventory management

3. Resource planning and control

4. Lean synchronisation

1.2.1 Capacity management

The first very important point that goes after SCM is how to manage the capacity within the
organisation. The business could overestimate own power and possibilities and be simply bankrupt if
a serious miscalculation takes place. And on the contrary, maybe manufacturer has solid capabilities
with big potential but it could not be fully realized for some organisational reasons. That’s why the aim
of such management is to balance between supply and demand, fulfill realistic goals and run the

business as stable as possible.

Capacity management is to reflect the customer needs and keeping at the highest possible level the
delivery system, to meet requirements dictated by the market (Armistead, and Clark, 1993). Of course,
first, it is needed to have the sense of anticipation to predict what has to be produced in advance, and
the production could be successfully delivered afterwards.
According to Towner (2022), there is a necessity to make exact steps to run successful capacity
management process:
1. Capacity calculation — having a precise picture of the organisational capacity regards own
resources, its expected shortages, and number of employees for reaching upcoming goals.
2. Detection of resources needed is determined by the requirements of some working projects
that clarifies how exactly organisational capabilities must be loaded.
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1.2.2 Inventory management

Inventory management goes fairly as the following part after capacity one. Basically, the name speaks
for itself — it is about controlling and monitoring what the company has in their hands, the current
availability of any kind of stock to the customers. Such management focuses on current sales items,
upcoming products on the one hand, and consumables and spare parts on the other hand.

If to stop specifically on the sales point, it has to be considered that in case of professional inventory
management such control gives the organization ability to use for sale any necessary item at any time,
especially when an urgent requirement is got (Wild, 2002). Definitely, business gets the revenue after
such purchase order processed. But there is another side of that because it takes also costs while the
company keeps some items in warehouses (Jenkins, 2020). Thus, this kind of management requires

careful balance as well between market needs and own accountability.

According to Caramela (2022) and based on the personal point of view here the most important
milestones for the processing are:
1. Proper stock receiving which has the unfluence on the audit in the end.
2. Audit in its turn has to be taken place as regularly as possible (e.g weekly, monthly, annually).
3. Supplier performance analysis as such could not be considered as permanently successful and
it could be required to make some steps whether to start for finding new partnership or rely on

own stocks.

1.2.3 Resources management

This is the next key how the efficient supply chain management should look like organizing and
allocating the resources that the company has in its arsenal to specific project with certain duration. The
goal of such is pretty simple — to provide uninterrupted some kinds of flow described before through
supply network avoiding some sort of delay (Slack, and Brandon-Jones, 2018). At the same time, the
management pays attention to available or upcoming resource, especially their costs while planning

various projects with its deadlines.

Material requirements planning (MRP) is a heart of the resources management based on the personal
point of view considering Essex (2020). It represents the calculation purchasing system of necessary
resources after inventory minimizing material and labour costs and improving the product assembly.

The most actual appliance of such at business is production of the discrete items that includes different

multiple components (e.g bolts) which results in more competitive pricing of own goods in the market.
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1.2.4 Lean synchronization

In essence, lean synchronisation is based on careful customer attitude with the image of the principle
under the name just-in-time (JIT) which is represented at exact delivery time required by the end-user
with zero waste (Slack, and Brandon-Jones, 2018).

Moreover, the most sensitive advantage of lean approach is exclusion some kinds of obstacles like the
buffer inventory chain, thanks to which items transition can happen directly to the following stage much
faster. In the event of any discrepancy or stopping at any operational stage, managers and employees
could notice it pretty rapidly the next stage and escalate it to the whole operational system for a fast
problem-solving making process. So, this cooperation between stages serves like a sort of insurance in

an emergency case.

Also, it’s necessary to highlight the point that such process won’t go far without employees
commitment and their high participation rate based on the corporate culture developed, which results
in productivity increased and customer service perfected. So, if taking into consideration that lean
approach is also called respect for human system, it makes more sense than ever in the end.

Having current great indicators within the synchronization is one thing, but another thing is also finding
the way how to make them better. To solve that, the company needs such tool like Kaizen which is
about continious improvement process with the constant seeking for the perfection as a distinct moment
from the benefits have been expressed above (Do, 2017).

Eliminating waste comes as the last element of this subtopic and consists of such basic things as

overproduction, waiting time and defectives, etc (Rodriguez, 2021).

1.3 Quality management

Before disclosing quality management, it is better to distinguish between such and Kaizen philosophy.
As the last is about improvement way but not only in terms of leaning manufacturing which guarantees
ensure smooth operations processes, it also relates to sales and included in the quality management
system. But the quality management represents the improvement strategy focusing on the whole
organisational business structure.

Total quality management (TQM) is aiming to improve the following things as performance (e.g skills,
teamwork), the product itself, and customer satisfaction based on the service quality. But Kreitner and
Cassidy (2011) define it as a culture implemented within the business in every aspect as they emphasize
behavioural patterns, not just good intentions those could be simply considered as a pretending as a

whole.
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One of the most difficult issues that stands in front of TQM is to improve real expectations avoiding
‘air castles’ creation. What is supposed to be meant? It means that any technical deviation is going to
be covered at the source stage during the work performance. Otherwise, it could lead to certain
significant consequences in the face of losses whether reputational or production character, for instance,

by returning the product due to some failure and damage.

Customer-centric principle embracing internal and external parts is more considerable in comparison
with the proper trials expressed above. It concentrates mostly on listening to customers and anticipation
their needs (desire) Kreitner and Cassidy (2011)

During the globalization period, there is a requirement to interact with the global economic agents in
the appropriate way. The base of that could serve the benchmark system recognized around the world.
The most representative benchmark is ISO 9000 standard that accepted in every developed country
and many developing ones (Daft, 2010).

Actually, this kind of benchmark is a set of standards made for quality assurance and consists of the
best guidelines and practices. In general, thanks to such standart every company is relying on, such
thing helps to evaluate the business and compare themselves among the industries in different parts of
the world for the purpose of keeping competitive advantages according to worldwide trends
(requirements). But first of all, it has to be said that the business is not going to be started unless a
company gets ISO certification in lots of countries that accepted the standart as a part of the national

law.

1.4 Human Resources Management

There was a specification of parts that are referred to operational and processual point of view in the
previous chapters but human resources management (HRM) has not been described yet. For personal
perspective, this point has to be put in the end not because of its low importance but because of the
completion of the whole management system as it is the engine key to run successfully the business.
According to Kreinter (2009), the proper HRM has to consist of human acquisition, retention, and
development that accompanies for achieving organizational goals delivered.

The beginning of HRM implementation starts from simple treatment by the higher management level
which lies in such expression that establishes trustful relationships and considering a team member like
apartner, but by no means like collateral costs what can be called cynical and attitude already. (Robbins,
Coulter, 2011).
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Also, considering the fact that coronavirus influence on the daily work basis, from now the employer
has to provide the necessary equipment for remote work. For instance, recently the Dutch Parliament
has approved a low on working from home and there are talks that the rest of the European Union is

going to follow such example.

Subsequently, these first steps towards own employees could be fairly expressed by the ‘things you do
coming back to you’ phrase as it is going to lead the relevant attitude by the personnel, that is, it
guarantees a pretty high probability of the same treatment based on respect.

But such policy is on the paper and is not always applied within the organisational structure. As a result,
only 12% of companies implement the proper HRM as a fully functional system, and therefore, it could

be concluded that there is a presence of the abuse of office (Pfeffer, 1998).

In the case of successful HRM running the organisation pays attention to how to retain competent
employees. Based on Robbins and Coulter look (2011), first of all, the management considers staff
achievements rather than lacking performance and doesn’t put the unhealthy pressure to push for

reaching unrealistic targets.

But HRM has own specific challenges and difficulties which can be expressed in the two following
aspects: managing downsizing and controlling HR costs.

Downsizing is an elaborate strategy of firing people in the organisation, for example, due to fluctuations
in the market to improve profits by getting additional revenues. Even regardless that it is common
practice to eliminate a bunch of employees, there are some statements which convince the researches

in tragical consequences of such decision-making process.

The usual running of an entity has specific level of costs in terms of HRM which consists of
expenditures for employee insurance and pensions. This is a direct HRM function to regulate how
much the organisation spends its money on people within the business according to HR budgeting
sphere. It includes simple known things as salaries, different kinds of compensation and training, even

hiring is a part of the financial field as it relates to forecast the given quantity of upcoming employees.

Also, it is needed to highlight such HRM aspect as personnel structure. It could be various due to the
needs of both employer and employees because there is a lot of people with different age and social
status, whose capacities could match with a norm produced by the organisational plan. In consequence

of that temporary and part-time positions are going to be set in the quality contingent workers (Daft,
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2010). These positions could encompasse a wide range of vacancies from the starting positions in a
department to the interim CEO, unlike the situation was in the recent past when it had the sign of
nonprofessional working profile and a lack of skills. The appliance of these positions could be on the
project basis which is considered the main benefit, based on which the staff can perform the tasks

established in as flexible a way as possible.
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2 PERFORMANCE MANAGEMENT

2.1 Importance of Strategic Performance Management

SPM is defined as the organizational approach to define, assess, implement, and continuously refine
organizational strategy. It encompasses frameworks and indicators that help organizations in the
formulation of their strategy and enables employees to gain strategic insights which allow them to
challenge strategic assumptions, refine strategic thinking, and inform strategic decision-making and
learning (Marr, 2006). Another form of SPM is about improving specifically the performance
measurement as a key for reaching organizational goals. Based on the personal point, the last
determination expresses the essence more significantly, especially as it is more closely related to the
thesis topic (BasuMallick, 2020).

Speaking of the methodology of SPM, it solves the target across the workers performance and
capability management, which in its turn is a part of SPM itself. Besides, there are lots of alternatives
to how to implement and what to implement in terms of performance management (PM): from annual

PM to continuous one as a timescale perspective to agile PM.

But speaking in essence, it has to be said about the SPM starting point — once the goals are established
(e.g sales, revenue goals, etc.), it is necessarily to allocate them among individuals using the following
six elements:
1. Identification tool whom the middle management level is capable to discover and anticipate
various tendencies
2. System focusing on the outcomes helps to track organizational success — the results relation to
the plan set including the usage of balanced scorecard which is more about how to integrate
employees in different fields such as internal, financial, and customer ones.
3. Dividing the existing personnel into the groups taking into account their performance and
arranging the relevant tasks they are proficient in.
4. Another tracking aspect of SPM is paying attention to how efficient the employees cope with
the given responsibilities.
5. Seamless integration allows to integrate of such organizational system with each other as
employee performance and key performance indicators (KPI) to align results got.
6. The last spot for SPM fulfilling — proper communication as a part of human resource
management (HRM) described before to transfer such data as the current situation in the

market and the company to improve the working atmosphere on the trustful basis.
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That’s possible to admit that this list which represents itself as a clear strategy justifies the name of SPM
as thanks to such way built it is possible to make the employee performance better even in the case of
demand raised suddenly. Because if it is so, working personnel is going to have the ability to be flexible

when the business has to increase the capacities for the output.

No wonder that in the previous part HRM was described, as the echo that is still heard in the principal
organization of SPM. Therefore, it is necessarily to highlight another group of aspects regarded to a
greater extent HRM which consists of five points (Harris, Orsa, and Cooper, 2020):
1. Preparing for the execution of more important tasks for the purpose of upcoming
promotion by gradual empowering a candidate chosen.
2. Flexibility in terms of changing any policy including one from the performance
management as well.
3. Promotion is not enough without fair assessment of work done and ability to give them
some sort of autonomy and freedom to add their vision in value proposition creation.
4. Careful dealing with underperformance in the situations when it is not correlated with
wrong management approach which is covered by the improvement plan organization

with the regular check in meetings.

If by this spot the company created everything described before in the proper way, it will be promising
that the values and information transition will be in the qualitative way without any misunderstandings

as it contains understandable underlying shared organizational view.

2.2 Market-based strategic analysis

After completion of every point within the organization (processes, interactions and communication),
there is the next challenge that stands out for the management, but more specifically how the business
is going to perform in the market taking into account economic factors. But it doesn’t have to be just
paying attention directly to the macroeconomic point of view but also considering what the rivals are
and their final product.

The market-based strategic analysis is going to be considered from different perspectives: strategy
itself, and competition model with its five forces. Based on (McGee, 2015), logic result of the given
analysis is determined by key stakeholders value proposition or, in other words, competitive advantage
creation.

Beginning from the strategy as a starting stage, this point has its roots in the scientist whose name is
Igor Ansoff (1957), and the matrix he created. This matrix contains current/potential product and the

market, and what ways the business could follow (see Figure 1).
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Figure 1: Ansoff matrix and its possibilities

Source: CFI — Corporate finance institution

The idea proposed by Ansoff is that there are possibilities for the growth but they contain a certain
extent of risk. Therefore, the more the management could have potential revenue, the more relevant
risk could occur. By that, the scientist is convinced by the power of the firm development and how it is
important for the successful business in the long-term.

Market penetration strategy allows the management to produce what they are doing in the market
where they are already in. Even if it is so, it doesn’t mean that such approach is not promising as they
still can achieve higher revenues by the bigger items quanitity produced or by new customer segment
(Paperflite, 2019). Also, market penetration is more suitable for the company due to market

indiscriminateness which contains availability of coping with the current resources and capabilities.

The second stage for the improvement is market development when the business has the existing
product and moves to another market at the same time because of the product proficiency got which
allows the management to create new challenges in the face of undiscovered market (The Economic
Times, 2022). For sure, by that, the company increases slightly risk level to the new level as it will
require larger expenditures for the star-up and distribution.

The product development stage is the next action which is also about kind of combination of the

difference between product and market levels. It is a bit strange but it is both safe and risky. If to mention
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about the safe position the company knows its customers and is confident in solid bonds with them.
Butas it is going to be required additional establishment costs for new product creation, it is considered

a risky undertaken decision.

The last element of the Ansoff matrix is diversification — such a thing which, basically, shifts the
strategy itself to make the substantial breakthrough regards the advancement within the matrix. There
is no longer something which is already existed. Here the management is on theabsolute new level
conguering new market with new product to take the place thoroughly there. Definitely, to speak that
it is risky means to say nothing. But as there is a program in the face of the matrix following the
possibilities and ways for growth, this chapter for the business inevitable as the organization is
established for reaching goals and development, it is natural. New set of skills, different arrange of
technologies, and building also new facilities and warehouses are the most common sacrifices to realize
diversification (NKT, 2020).

2.2.1 Five forces of competitive position analysis

The foundation of the given analysis which represents itself as a model belongs to the well-known
scientist Michael Porter (1979) who established the fact that whether the market is attractive or not, the
business should know how to retain its own position in the market and what kind of obstacles the
management could face there considering five factors combined in the central rival competition (see

Figure 2).

Threat of
new entrants

{e]

Rivalry am
Bargaining power existing
of suppliers competitors

W
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Bargaining power
of buyers

Threat of substitute
products or services

Figure 2: Porter’s five forces of competitive position analysis
Source: CGMA — Chartered Global Management Accountant



TBU in Zlin, Faculty of Management and Economics 26

Competition is just a name of this central point as it could be aggressively by using price pressure
insisting to establish the relevant unproifitable prices in its turn. But it is not always like that, and the
competitors could compete fairly with the certain company and bringing simply the product to the
market developing new innovative narratives through modern kinds of promotion. So, that’s what the

market is about and what competition looks like.

If starting from the threat of new competitors entry as the first spot of the model, then it has to be said
that it has a specific level of such danger. If the company has a view that there is a serious competition,
it signifies there is a free place which is not required much effort to be in the market, which, in its turn,
could lead to much more players joining the market. While lower fear regards numbers of market
participants means that amount of newcomers is not large according to the market tendency (Baker,
2021).

The substitute idea is about the readiness and willingness of the customers to switch usage of a product
for another one. Undoubtedly, the heaviest reason for doing that is the fluctuation in the price. But it
also could be: having the diversity of one kind of a product, experimental trial, degradation of the
product characteristics, and some political factors (events), which are engine to manifest the solidarity
(e.g. boycott). Therefore, we could highlight three reasons why customers switch their preferences:
gustatory, financial, and national or religious ones. But summing up and emphasizing, the main factors

could be established by these four gradual indicators (see Figure 3).

Price Quality
Shifting Availability
Cost

Figure 3: Factors affect demand for substitute products

Source: Wallstreetmojo

It is necessary to mention what both shifting costs and availability are. Basically, according to Nwadike
(2022), the first thing is an additional costs for customers in the case if they would like to switch their
choice for another product. Therefore, the more costs are, the less probability that the switch could

occur.
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Based on Luenendonk (2019), the second one —availability — interprets accessibility of getting easier
of new product desired than before in comparison with the previous preference what makes the

management create the value proposition way better than major competitors have.

De Bruin (2016) uncovers the definition of the power whether it is from the supplier or demand side as
the principle is based on the dominance to get what is possible to get and as more as can be.

Speaking of suppliers, certainly, they are also interested in having the maximum price of their products
and services, and quality of own production to be demanding in the market for the manufacturers. But
the real power expressed by the scientist in the context of how many suppliers of the certain profile are
in the market. Because if this number is low, they have more influence to position themselves on the
terms favorable to them in front of some organizations releasing defined production.

Same quantity concept for buyers power — when the company has solid production performance in
undemanding market where there are no many of customers or in the market with lots of competitors

what gives a lot of offers for buyers.
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3 PERFORMANCE MEASUREMENT

3.1 Necessity of performance measurement

Performance measurement is a process, not an event. It is a series of steps in which we choose what to
measure, define how we’ll calculate our measures, get the data, analyse the data to produce our
performance measure values, graph and report our measures to highlight signals of performance
changes, interpret these signals, and use this information to take meaningful action to improve
organisational performance (Barr, 2014).

This kind of measurement is such an intermediate phase aimed at the strategy implementation and is
in between planning and improvement phases. For uninterrupted and continuous performance
measurement the top management has to enable to deliver the full picture of what is happening to the
different departments for one reason — well-coordinated cooperation as the main factor for poor
measurement is when personnel doesn’t understand the motives and goals of such organizational
direction. Thus, the key which is designing the correct measurement strategy is deliberation among the

employees in the same clear way.

According to Marr (2006), there are four reasonable points of necessity to measure organizational
performance for the following ones:

1. Positioning is defined, first of all, by the starting point prior to making the strategy itself with
the improvement stage. At the same time, the company collates itself with others to identify
the current development level within the sector. By identification of the outcome set, the
management monitors the advancement of performance which has to be towards to it.

2. Communication has two branches that have to be taken into consideration: voluntary and
legislative. Voluntary has the character of something that is not required to be realized such as
corporate social responsibility (CSR). While the obligatory reports submitted are a part of
legislative communication. Moreover, that’s the common practice that it is necessary to
provide this sort of communication for regulator bodies to show how transparent performance
IS measured.

3. Prioritization clarifies what goals are the most important ones with the program for its fulfilling
regards the organizational control (e.g costs control).

4. As afinal point, it has to be demonstrated well according to the following phrase: «Show me
what you will measure and I will show you what | will do. Confuse me as to what you will

measure and even I do not know what I will doy*

1 Stein, R. E. (1997). The Theory of Constraints. Marcel Dekker Inc.: New York.
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Expressing a more detailed performance measurement formulation, it can be developed in another
statement — performance assessment as it includes not just figures but overall data gathering based on

which the performance can be completely evaluated (see Figure 4).

Performance Performance
_—
measurement assessment
Performance Performance
measure indicator

Figure 4: More correct statements regards performance evaluation

Source: Marr, B. (2006). Strategic performance management. Burlington, MA: Elsevier Ltd.

3.2 Strategy and objectives of performance measurement

Starting this subchapter with the objective definition, there is one contribution that is such a statement
defining the achievement desired by relevant critical factors (Balanced Scorecard Collaborative, 2004).
After we found why the company needs the performance measurement system, it is fair to investigate
this question - what purpose is PM pursuing? But the answer is not pretty simple as it has the form of
cascading where it goes from and what is a destination of such direction. So, generally, it is called a
top-down PM framework with its 6 important elements. Strategy and objectives are there as
fundamental milestones based on whose the main action can be taken (see Figure 5).

Except for what was written along, it has to be clarified additionally about given cells:
1. Objectives go not for nothing after strategy as the last one is defined and implemented in the
shape of them for the purpose of fulfilling at every organizational level.
2. Key actions are also in their turn set due to objectives and could be in the face of some
improvement programs.
3. Promising factors for reaching success have a critical effect regards the established processes
and activities.

4. Performance indicators are going to be taken into account based on both dynamics and results.

Thus, it can be concluded that all points mentioned above represent not just a step-by-step program,

but the entire organizational mission with all necessary components for effective performance.
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What areas must we focus on
to achieve our vision?

What are our metric Indicators
of success?

What action programs will

Key Action Initiatives {achieve our performance goals?

Figure 5: Building up the PM pyramid using strategy and objectives as defining components
Source: Bauer, K. (2004). KPIs — the metrics that drive performance management. DM Review.

3.3 Definition and characteristics of Key Performance Indicators (KPI)

As the current description mostly refers to the organizational hierarchy, performance indicators (PIs)
don’t fully suitable for that. Yes, they are quite important but not crucial because these kinds of
indicators help to align the organizational strategy. While KPIs are those indicators that focus on the
aspects of organizational performance that are the most critical for the current and future success of the

organization (see Figure 6).

But that’s not all about the indicator category. According to the Kerzner (2013) gradation, it was made
up of three following subcategories:
1. Results indicators (RIs) help to identify what was accomplished.
2. Performance indicators (PIs) focus on performance processes and the way to improve them.
3. Key performance indicators (KPIs) underline CSFs as a tool for reaching organizational

objectives.

Maybe from the first look it seems that to gradate them it is not necessarily considering the fact that
even the main attention is paid to KPIs according to the main thesis goal, but these kinds of indicators
can’t work separately from each other and the best way of their cooperation is — 10/80/10 rule — Pareto
approach but in the managerial field (Parmenter, 2015).

Indicators structure is fluctuating due to the kind of project and it is also based on how many different
types of stakeholders the company has in its arsenal. Essentially, this method applies in such way that

total 20 % realize 80 % of the project goal. So, here it looks like that:
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1. RIs: 10
2. Pls: 80
3. KPIs: 10

Thus, results and key performance indicators are fundamental for the metrics to measure while the

performance ones define 20 % of the rest of the project.

Critical
Success
Factors

Success
Factors

Figure 6: Highlighting the critical success factors (CSFs)
Source: Parmenter, D. (2015). Key Performance Indicators. Developing, Implementing, and Using

Winning KPIs. Hoboken, NJ: John Wiley & Sons, Inc., Hoboken, New Jersey.

Usually, it can be chosen up to 10 the most important KPIs for its system creation which are considered
a standard but it has to be taken into account that the following reasons play a serious role when
determining the specific KPIs (Kerzner, 2013):

1. Amount of information systems under usage by the project manager.

2. The volume of stakeholders and reports from them in the form of requirements.

3. Complexity to measure the incoming data.

4. Resources of the organizational character thanks to which it is possible to gather data.

5

Final expenses of the measurement and its collections.

If to make a slight transition from definition to characteristics, it is possible to state that there are lots of
them but the seven most interesting of them are going to be analyzed, no matter whether it is KPIs
system installation or re-evaluation (Sonntag, 2022):
1. Simple —nor more neither less, good enough to comprehend KPI and to measure afterwards.
2. Alignment is an attribute of the KPI framework allowing to cascade the flow further —strategic
dashboard to operational one according to the task distributed.

3. Then it comes the relevance of these assignments itself to make sure that the set of tasks is
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assigned to the right positions.

4. Measurability in combination with generalization avoidance at drawing up the KPI.

5. To not demotivate the current personnel, any KPI has to be achievable if the management
wants that workers are capable of this. The greater the probability that KPIs can be feasible,
the better for the moral team spirit.

6. Timeliness has animportant moment concerning the reporting and analysis of the results given.
Besides, correct periodicity of reporting has to be taken into consideration as if to do it rarely,
means that the management doesn’t keep up with the times and current modern tendencies.
Even if reporting happens too frequently, this may entail some loss of general sense tracking
as it is needed time and patience to realize the processes with its end results.

7. Visibility of the goals and their regular checking increase the commitment and participation
among the staff.

In this way, whether the targets set regard the organizational or individual type, the KPI system enables
to measure them with due regard to given characteristics which contribute to the advancement and

duration of the present organizational objectives.
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II. ANALYSIS
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4  ORGANISATIONAL ANALYSIS OF PRUT

4.1 Concept of strategy in the organization

The strategy is understood as a way to implement the long-term vision of the company. The company
vision is determined at the international level in PRUT, and individual strategic activities and projects
are then implemented additionally at individual plants, one of which is the branch the thesis is based
on. The Balanced Scorecard (BSC) approach is used to manage the strategic process. The logic of this
approach is based on the perception of corporate goals from four points of view:

1. The financial perspective summarizes the key financial objectives to meet the expectations of
PRUT and is based on strategic multi-year plan which is 3-year financial performance plan
and the budget for the coming year.

2. The customer perspective includes strategic goals relating to the market, customers, products
and added value for customers.

3. Internal process perspective identifies strategic goals within an organization that relate to
company processes, organization of work, technology, production space, production quality,
and production efficiency.

4. The people perspective summarizes strategic goals within the framework of organization
development, team development and providing the necessary human resources with the

required qualifications and access to work.

The above perspectives contain the strategic objectives of individual areas are then visualized using
strategic map, where the continuity of individual objectives and the principle of “cause-effect"is always
verified (see Figure 7).

4.1.1 Principle of strategy formation

Strategic objectives are defined for a strategic period (usually 3 years) during the strategic workshop
(SWS). At the same time, the goal is assigned a goal guarantor, who is responsible for the subsequent
disintegration of the goal.

Breakdown is understood as the organization of a workshop on goals (WSG), where key areas of
implementation are defined for a strategic goal, which subsequently consist of independent or
consecutive activities, the implementation of which will fulfill the key area and thus contribute to the
fulfillment of the strategic goal and the strategy itself. Activities are again assigned an activity guarantor,
whose responsibility is to fulfill this task on a given date itself, or by a delegation to ensure its

fulfillment. Clarification of the guarantors of activities, priorities of individual activities must be carried
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out in the last month of the year. It is necessary to have divided priorities and responsibilities before the

start of annual interviews.

Finance

Customers

Internal
processes

People

Figure 7: Stratgic map under usage with the PRUT including the company

Source: Own procecessing

Deadlines for the implementation of individual measures can be set within the strategic goal (maximum
3 years), but always in agreement with the guarantor of the goal and with the statement to implement
everything within the next twelve months (if the nature of the task allows).

4.1.2 Working with the strategy during the year

Direct managers of employees also receive information about the tasks assigned to individual
employees within the framework of the strategic process using the goal management tool (currently
SharePoint software). In the case of an important task of a larger scale, it is advisable to include it in
your annual goals and, thus, the level of its achievement is one of the parameters of the employee's

annual assessment.

The goal guarantor coordinates and monitors the implementation of individual activities that fall under
the strategic goal, and in the event of a threat to the fulfillment of the goal, reports these threats at a
regular strategic management meeting, which is usually held once a month. At this meeting, it is
possible to make a decision on changing the activity, both in terms of content and timing of

implementation.
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The guarantor of the goal may also request the cooperation of the guarantor of the host of the event so
that the event is implemented in accordance with the plan. The goal guarantor is also responsible for
developing key performance indicators and for successfully achieving the strategic goal. The logic of

reporting and coordination of activities within the framework of individual strategic goals is set out

below (see Figure 8).
Controlling
BSC
Leading Team
department consulting
Management —
consulting
Consulting
department

Figure 8: Cooperation within the levels on monthly basis

Source: Own processing

Describing the given diagram, the start of the process goes from the BSC control, after which the
leading department in cooperation with an accountable team get in touch with the management. Here
the alternative decisions sent to analyze and counter argue, what makes the data more objective. In the
end, outcomes go to the department for subjective discussion and to be implemented in a regular team

mentioned in the beginning.

If to put in important details about the cells, then discussion within a team consists of offering different
measures/taking steps. Mentioning the management point, there could be some serious talks about why
the strategy doesn’t match based on the plan. In the department level there is a deliberation of the

corrected steps which , in its turn, goes to a regular team for direct assignment of every taking measures.
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The guarantor of the action is responsible for the successful completion of the task. The activity
guarantor also tracks the activity level. In particular status updates, status %, start and end dates, as well
as notes (comments on execution) are understood as an overview of the level of execution (see Table
1):

STATUS NOT STARTED | IN PROGRESS FINISHED POSTPONED WAITING
whentouse |  ...... | ...

Table 1: Usual actions status
Source: Own processing

Thus, the strategic management meeting is used to evaluate KPIs and at the same time to report on the
status of achieving the strategic goal. It is the duty of the goal guarantor to draw attention to a situation
that implies a threat to the fulfillment of the set goal.

4.1.3 KPI in the company: duties, power and responsibilities distribution

Knight (2016) states that it must be a certainty regard how the responsibilities/tasks are distributed fairly
among the participants of the given strategic goal (see Figure 9). The issue is transparent to see how the
employee works both in team and individually based on correct proportion of work. It could be quite
tempting to workload just only a couple of workers even knowing that whether they are proficient in
comparison with someone else. But such approach has the relevant consequences in the form of
overtime hours because of which the power of such hardworkers could rapidly go down while the less

experienced members of team wouldn’t be ready take the same initiative and responsibility.

Strategic goal 1

A\ aof the action
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Target field 1.1 Target field 1.2
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Activity Activity Activity Activity Activity Activity
1.1.1 1.1.2 1.1.3 1.241 1.2.2 1.2.3

., FAEAN 4N _ ! L PN . N 4
T guarantor — guaramor SIESSEEE guarantar O —  guarantor
of the action of the action of the action of the action of the action of the action

Figure 9: Fair distribution of the activities in the given company
Source: Own processing
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Going over to more particularly to the final actions, the tasks are set using the three definitions: duties,
authority, and responsibilities (see Table 2).

Duties Authorities Responsibilities

e Make sure that the goal is divided into
activities
¢ In agreement with the guarantor of the

S — .
© LS. . .

*g S activity determines the timetable for the Idennfu_as the person Lo .

So ; . L responsible for the Achieving the strategic

c o implementation of the activity . . 2"

S= |e setsKPIsfor strategic objective |mplerr_1e_n tation of objective

RS the activity

¢ In case of risk of non-fulfillment of the
strategic goal, immediately informs the
management at the strategic meeting

May require the
resources needed to
fulfill the activity
(financial, temporal,

e Proposes a timetable for the
implementation of the activity

o Makes effective efforts to meet the activity

e Updates status on activity

Completion of the
specified activity

Guarantor
of the activity

human etc.)
> Evaluates the Provides objective
?‘2 _3‘ Setting of annual targets taking into account ?éntﬂg)zsﬁizszzzg:ﬂg fﬁéu:bcjz cttci)vzc?gl]g\é?)
2= R
o g strategic priorities made within the (e.g. release of
= activity resources)

Table 2: The way of tasks dividing in the company

Source: Own processing

4.2 Driven values of the company

The visible distinctions of the given company that it is described it as an one what gives the foundation
for the future. It is important to have distinctive features while being in the market the brand to be
recognizable. Subsequently, the more sizeable the way of the positioning, the better.

The relationship between everybody is also defined by values making the communication much richer
and it shapes the unique corporate culture as well that doesn’t have anything in common with
competitors within the industry.

The final point of such is that the values make both an individual and the organisation more holistic,
first of all, for oneselves. So, by both dividing and combining this methodology identifies the company,
what it could offer either for customer perspective or employee one and what is the competetive

advantage it has. (see Table 3).
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Values

Competitive advantage

Openness

Across all divisions
Giving regular feedback

Applying of new modern approaches

Appreciation

Pluralism of opinions
Cultural diversity

Respect (regard religion, nation etc.)

Striving
for excellence

Ambition to improve

Possibility for learning from mistakes
Designation the successful outcomes
Reasoning

Commitment to be best

Reliability

Consistency, rationality and honesty
Identification and modelling
Sustainability

Table 3: Own values developed by the company management

Source: Own processing
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5 STATISTICAL ANALYSIS OF THE COMPANY

5.1 Global market segmentation

The company is presented mostly in the European market including some non-EU countries, also in
Asia and partially in the Middle East (see Figure 10).

Czech Republic

Figure 10: Global market view

Source: Own sourcing

It has to be mentioned that even the company has the foreign profile of its origin and it is not Czech
national subject, the biggest share of the production is taken by the Czech market while Germany took
second place with insignificant difference in percentage. From the Austrian market the gap can be
noticed according to places before and after. Notable, Slovakia is even considered as a neighbour and
has strong bonds with the Czech Republic in economic point as well, has only 5% of the company
production and takes the 4™ position. Anyway, it’s even higher in comparison with such developed

country as France.

But when there is a mentioning regard the key customers in the given markets, it comes another picture
of segmentation. (see Figure 11). The difference between first three places are narrower and the
Austrian market takes the lead here. Additionally, Spain and Belgium become more important and
Poland in the percentage consideration as well. In conclusion, Slovakia and France have the same static

data whether the market view or key customer one — the value around 5 % in average.
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Czech Republic Poland France

6,75%
Belgium

5,54%
Slovakia

4,84%
Figure 11: Key customers regard the markets

Source: Own sourcing

5.2 Strategy developed 2025 and its targets

The strategy approved is made in 2021-2022 (depending on the field) and is being fulfilled successfully
by the management through years. It has different forms and focuses on the various stuff that is
described further with the certain target setting procedure (see Appendix 1). For instance, based on the
market view above, this kind of strategy has the picture of the improvement plan in the form of the
positioning itself as a ‘Market Leader’ in the territory of the Czech Republic and Slovakia even
considering that the last one has very high price pressure. Therefore, it is planning to create 70 % market
share regard Czechia and 45 % for the Slovakian market, in 2 and more times and 9 times respectively

which is very impressive speaking of the huge efforts are taking in terms of Slovak market share.

Fernando (2022) asserts that CAPEX (Capital Expenditures) aims to maintain physical assets by
acquiring/upgrading them. According to the strategy in this field, the sum of money is allocated for 5
expense items in PRUT (see Table 4). Building consists of 3 sub-divisions regarding the production

purposes and general infrastructure (e.g. warehouses) with the 86/14 proportion respectively.

Item of expenditure Costs as a percentage
Machines 57 %
Building and infrastructure 23%
Automation 93%
New project tools 8%
IT & digitalization 28%

Table 4: CAPEX targets until 2025

Source: Own processing
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Even if the last position — IT & digitalization — is the smallest expenditure in the list, then it will be
described as it is considered useful tool and this point will touched separately a little bit further within
the framework of project part. By now, based on the data abowve it is possible to make the transition to

another overview — targetting regards every key area.

So, atotally six areas for permanent improvement are also part of the PRUT strategy (see Table 5) with
some additional points that complete it. Except for people and environmental sub-strategies, this
complementary stuff is represented by transparency and social corporate responsibility (SCR) (e.g.

cooperation with Red Cross).

The key areas
People Products Working models | Circular economy IT
Digitalization
«Growthy project SAP S/4 HANA usage

Planning and security

Innovation activities
HR — Strategy

Table 5: Organisational strategic areas and its means
Source: Own processing

Treasury Management

People perspective is based on the improvement management competencies expressed in trainings
which go without saying, and prevention of any cases of discrimination with the certain balance of
young and old people combining new look and experience. But the base is definitely occupational
health and safety focus. The environmental field focuses on the closed loop, alternative raw materials
consuming (e.g green economy, another way of using the materials), and more efficient method to use

energy in the end.

Transparency performance has its own importance in some sort of reputational risk which influences
the publicity in the end. Besides, it affects such crucial things as revenue and pricing, but also the hiring
processes in the future (Lee, 2018). This point assumes self-declaration regard suppliers within SCM
by signing the Code of Conduct document developed by the company itself and agreement in every
term and condition mentioned in there. Moreover, the company uses actively independent rating
agencies to investigate the real state of affairs of suppliers and other third parties to provide clear audit

evaluation.
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Explaining the table structure above, the black spots are set to show the common principles inserted
into some areas. For instance, digitalization is being implemented in every field, while some means are
referred to both (e.g ‘Growth’ project is into people and product). By that, it can be highlighted that the
way for improving has a common character within a few or more spheres. As a result, the strategy
formation allows to project the specific targets including by undertaking clear targets in the given areas
which also refers to current/upcoming employees and business relations within SCM framework (see
Table 6).

Organizational field Measure undertaken Objective
Work accidents reduction by 50 %
People
Quota for women 35%
Ability for being reusable and recyclable 100 %
Product
Usage of recycled material 10%
Decreasing energy consumption by 10 %
Environment & resources
Reduction of CO; by 38 %
SCM Cooperation with suppliers based on Code of Conduct 80%

Table 6: Characteristic targets of the organization
Source: Own processing

Describing internal targets and their fundamental points separately, includes the following parts to be

improved (see Table 7).
Internal process Target
TEEP Improvement Average >70%
Decreasing Indirect FTE -25%
SCM effectiveness OTIF>92%, DIO < 32 days
Quality Management Cost of Complaints<0,2 % of Sales

Table 7: Description of Internal targets

Source: Own processing

TEEP (Total Effective Equipment Performance) is such a metric that identifies manufacturing

operation capacity taking into consideration the following things (OEE):
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1. Availability

2. Performance

3. Quality

4. Utilization

By multiplying these criteria between each other, it is got the metric of one machine but in there are a
total of 6 and in average organizational TEEP is 60 % at the moment. Thus, the goal is to improve such
indicator by 10% (see Figure 12).

@ Target TEEP 2025 =—TEEP 2021
100

80,5 78,8 78.3 75 0

60,4

50 631 65,3

Figure 12: TEEP among every machine in the PRUT

Source: Report from an organizational department

The next position — FTE (Full Time Equivalent) — measures a unit equivalent to the subject of this
metric (CFI, 2022). In this case, the company strives to decrease FTE by 25 % but in terms of indirect
logistics for building strong and confident relationship in long-term. Besides, it will also affect an
effectiveness of SCM which is going to have OTIF (On Time In Full) manner more of than 92 %.
Additionally, another step to make SCM better is to decrease the number of DIO (Days Inventory

Outstanding) — necessity to replace inventory with new one and the days required to provide that.

The financial target also has to be mentioned in the separate stroke as it is S0 comprehensive position
that encompasses lots of statistical data where the most crucial one is net turnover (see Figure 13). The
main impact is directed to 2023 and 2024 as 2022 just has been beginning the strategy which guarantees
the solid growth of 7.5 % in average in the years mentioned. As a result, the strategy is promising to

have net turnover 24 % higher in total during 4 years since the previous one.
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I
e M 739, +3.6%
o + . o
+5.6% *1.6%
2021 2022 2023 2024 2025

Figure 13: Net turnover 2021-2025
Source: Report from an organizational department

Meanwhile, EBIT (Earnings before interest and taxes) has much smoother picture in comparison with
net turnover and the target here is to increase this kind of earnings by 2,3 % (see Appendix 2). Here the
most important target is to keep the pace rather make a significant effort to achieve some heights.
Notable, that it is also the serious improvement between 2023 and 2024 which is 1 % growth at once.
The same refers to OWC (Operational Working Capital) —to keep the level exactly on 15 % accepting
fluctuation around 0.1-0.3%. But when it comes FCF (Free Cash-Flow) the difference is more
noticeable as the program is based on the 8 % improvement even considering decline of 2 % from the
initial point, it doesn’t have to prevent to get the jump of 7 % in 2023 afterwards. In 2024 the result

reached is, basically, keeping it and do the last improvement in 2 %. (see Figure 14).

-2

2021 2022 2023 2024 2025

Figure 14: FCF statistic for the next year, %

Source: Own processing
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6 OVERALL EVALUATION OF PRUT PROCESSES

6.1 SWOT analysis

Based on the data above regard all perspectives of the PRUT company (organizational one, HRM in
terms of tasks allignment and values what company is precious for, presence of the company in
different areas and countries what has the global character and certain strategy with the relevant targets
of various direction), there is a possibility to establish where the company feels confident itself but
also what kind of weak places the management has by improving them in the strategy mentioned.
Additionally, considering such facts it can be stated what kind of consequences and soultions could be.

Using the SWOT analysis (Strengths, Weaknesses, Opportunities, Threats) it is possible to create such
matrix which identifies the extent of each one, how strong the given process are to be evaluated. It was
gathered around 7--14 processes for each block (see Table 8) and the most important points are
mentioned in the matrix itself (see Table 9). Obviously, comparing the first two names of the statistics
— Strengths and Weaknesses — it can be noticed that there is a visible misbalance in favor of the
negativity position, i.e Weakness side — 10 strengths against 13 weak points (3 and 4 in the matrix
respectively). Anyway, it is needed a courage to admit own disadvantages and work on them. Thus,
the statistics is temporary while the management have mature perception on things regardless whether

they are going well or not.

Strengths Weaknesses

PRUT corporate culture Quality management processes

Progress in the digitalization field Undeveloped digitalization competency

Technical know-how in the key competencies Low level of communication

Partnership with the international partners Insufficient coping with changes

Fast reaction for customers requirements Additional logistic costs due to natural factors

Strategy with BSC methodology Health and safety

Project management Not a leader in the key competencies

Sacial Corporate Responsibility Waste disposal

Synergy with international top management Psychological support as part of HRM

GPS usage High HR workload
Insufficient developing trainings processes
Proportion of women and elderly employed
Low multifunctionality of machines
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Opportunities Threats
Main materials usage MFP — cost leadership
Changes of customers behaviour/requirements Selective raw sourcing
Effective and innovative waste disposal Strategy at the headquarters level
Recycling of secondary raw materials Local IT organization
Innovation in energy Insufficient CAPEX for digitalization
Women at important positions Unstable geopolitical situation
Development of suppliers Sharp increase in prices
Sacial responsibility Legislative restrictions in terms of buildings
Development of the new materials Qualitative risks connected with the recycling

Table 8: List of SWOT
Source: Own processing

Describing in turn indicators of Opportunities and Threats, here there is an equality between each other
stating that the analysis given is accompanied identically with the equivalent quantity of benefits and
upcoming risks what is balancing truly the consequences of the strategy. Besides, waste disposal that
has not been described yet is considered both as a weak position and an opportunity one convincing in
the appropriate vision of the management that it is taking into account all sides of the current situation
within the company. Also, the energy issue is going to anticipate the development of the organization
before this becomes really problematic for the PRUT which is listed in two relevant columns —

Opportunities and Threats.

Summing up the results of the analysis with the intercrossing of the given input and their evaluations
from 0O to 1, the final outcomes express themselves as a percentage of how strong any chatacteristic
from SWOT is. The range between the minimal and maximum indicator is quite wide — 100 % in
average but it doesn’t mean this is in everywhere manner and it has to be said that these extremes are
the only ones and such results are not repeated within the matrix — 17 % of selective raw sourcing as a

Threat and 117 % of the organizational reaction for the modern changes as a \Weakness.

Almost every block of the matrix has clear outcomes and at least one position in each block has least
of all percentage result, exception is the Opportunity block — only changes of customer behaviour and
their requirements are calculated into absolute result in 100% while the rest positions (material usage,
innovative waste disposal and secondary recycling) have 50 — 67 % probability of being considered

opportunity.



TBU in Zlin, Faculty of Management and Economics 48
OPORTUNITIES THREATS
Material Sl IIEEnE Secondary MFP — cost celziis Strategy at
usage regard [EHE recycling leadership raw top level
customers disposal sourcing
Corporate 1 1 1 1 1 0 1 100 %
culture
E Digitalization i,
E progress 0 1 0 0 1 0 1 50 %
Technical know- .
how 1 1 1 1 1 0 1 100 %
A 1 1 0 1 1 0 1 83 %
management
et} Undeveloped e
2 digitalization 0 1 0 0 1 0 1 50%
2
s Lo
g - 0 1 1 1 1 1 1 100 %
communication
Reaction for 1 1 1 1 1 1 1 117 %
changes
50 % 100 % 50% 67 % 100 % 17% 100 %

Table 9: Final SWOT matrix

Source: Own processing

Apart from that, there is a big difference between the positions in Threat block — just selective raw

sourcing is got for 17 % and the rest is 100 %, while every block is more gradual in their results. In

conclusion, it could be stated the outcome of each block in average, where:
83 % - Strengths

87 % — Weaknesses

66 % - Opportunities

72 % - Threats

In terms of the pairs — SW and OT —the tendency is rather negative rather positive taking into account

minor difference —4 % and 6 % respectively. Thus, the company has the picture of fewer opportunities

with the highest percentage of weak places which are going to be fixed and developed in the closer

future.

Based on the present statistical analysis and the current SWOT analysis, the project is going to be

considered the additional part to the general organizational strategy, processes of the company and its

targets established with the purpose of setting the clear point to improve the most necessary fields

namely:
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1. Creation of truly innovative energetic direction
2. Development HRM including making the communication better

3. Digitalization as a permanent doctrine the company relies on which, saying of both HRM and
organizational processes
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7 PROJECT IMPLEMENTATION

7.1 ‘Growth’ plan

The given plan focuses mainly on HRM development, partially on the energy perspective and

digitalization development. Starting from the energetic problem, it is called to fight climate change by

fitting in the modern green economy concept with concrete steps (see Table 10).

Plan focus

Measures to be taken

Guarantees of origin point

Renewable electricity PPA

PV installation

CO;z emissions reduct

Footprint reduction on a legislative basis

Energy mix

ion Usage electric vehicles

Reduction of gas vehicles

Trees planting

Water management

Building water drills (wells)

Quality and consumption monitoring

New water treating facility

Retention and utilization of rainwater

Table 10: Plan of energetic character
Source: Own processing

Since the Czech Republic goes in unison with such tendency and PRUT does it as well, that’s much

easier to implement the given plan based on both legislative and top management vision. Important to

claim that only water management doesn’t have quantitave goal while the electricity consumption and

footprint emissions have concrete statistics (See Table 11).

Way of improvement Target set Year
70% 2025
Renewable electricity
90 % 2030
38% 2025
Reduction of CO2 emissions
53% 2030

Table 11: Fight climate change
Source: Own processing
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Moreover, these targets are set not just only until 2025 but by 2030 and the growth percentage is 20
and 15 respectively. By that, it is visible that emissions stuff is less developed technology in general
and electricity can be reached by any alternative source of energy by compensating this gap. Thus,
energy way of improvement to increase share of renewable energy stand on two pillars: development
of ecoenergy programs on regular basis during a given period of time with waste heat recuperation and
diversification of energy sources and getting higher independence as a result — reducing reliance on

spot market, energy from open market in general.

The overall energy consumption indicator regard its structure is 20 GWh and currently consists of three
positions: CNG, gas and long-term contracts (see Figure 15). Those points are disproportioned where

almost 90 % is bought from the company aims to avoid in the end.

m Photovoltaic

GAS
mLong therm Contracts
mPPA’s

LPGICNG

Figure 15: Energy consumption at the moment

Source: Own sourcing

The plan is established to decline GWh by 3 points which mean by 10-15 % lower than the PRUT has
today (see Figure 16). By that the whole structure changed palpably, mostly regarding long-term
contracts — PPA share took 23 % from it declining dependence on it 26 % at the same time solving
these problems at once what means that 1/3 of electricity is going to be secured by own sources.
Additionally, it is not significant but the dependence on gas is to be declined at the expense of

recuperation system mentioned and PV installation.
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2% 4%

® Photovoltsic

GAS
® jong ther Contracts
uPPA’s

LPGICNG

Figure 16: Planning to reach energy consumption structuring

Source: Own sourcing

For the full project realization, it is required to fit in the financial capabilities — specific expenditures

with the date of its completion (see Table 12). It is going to help the equal amount of saved kind of

energy —almost 7 500 units regard both energy itself and footprint as well. To reach such target is not

easy exclusively company efforts and that’s why in such case it could be needed to get some sort of

help in the form of EU subsidies. Definitely, it wouldn’t be received just for nothing and there is a

certain rule for such support defined by the substraction of projects by energy saved based on the

implementation of legislative character (e.g ISO 50001). Thus, the EU practice is encouragement those

economic subjects that care about the environment by making relevant projects according to the

European green economy cooperated.

Upcoming results
Max. investments 10 min EUR
Subsidy sum 30% (35 min EUR)
Expected project end 2025
Annual energy saving 7 400 MWh/year
Annual CO; savings 7 400 tCO.fyear

Table 12: Expected results of energetic sub-plan

Source: Own processing
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The second part of the plan is dedicated to the people of the company and putting the communication

level on the new qualitative position.

Based on the anonymous surveys made within the company it was established the most positive and
negative results which pushed to do the relevant conclusions. On the one hand, the workers feel
themselves confident and they are looking at the future without any concerns thanks to ability of
learning from own mistakes made. But on the other hand, there is an expression of thoughts with the
fear that something negative could happen as the different perspectives are not fully valued. Therefore,
for the upcoming year, the management in various divisions has to build (or rebuild) the relationship
on a more trustful basis for an employee to feel safe what gives him/her the freedom to express
himself/herself without being scared of unacceptance keeping subordination and own responsibilities

fulfilment at the same time.

When there is a mentioning of communication comes, it is also necessary to point out how the work
relationships within a team were started or have been started. No matter what is the timeline of such,
some prejudices can take place as a beginning of relationship formation which prevents looking at the
employees performance and potential in the close future subsequently. Human nature is stereotyped
and allows to create a picture based on the wrong personal assessment of the co-workers. As result the
decisions on top-down and horizontal levels can be made in too much categorical way considering

current business environment and the industry.

To prevent such, the management should provide full support for employees, especially at the start of
their career at the company that can be reflected in absolute recognition of an employee and reasonable
time credit providing for adjustment to the company culture and requirements as well. It could seem
quite basic but the reality shows it is being disregarded and it exists only on paper. Every employee has
own special work and social characteristics influencing the performance and team context respectively.
But at the same time, the manager should keep in mind discipline, duties assigned and entrusted
deadlines that everybody within the company is responsible for. Therefore, the given efforts should be

considered in the context of staff appraisal and tracked with higher-level management

Also, communication should be free without overcontrolling which has only one result — destructive.
Managers could start controlling too much own personnel and seeking for mistakes that never even
happened taking into account that even though they are managers, they can not know modern, so-called

‘*know-how due to fast-changing environment and requirements of the market.
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One of the most crucial parts of the working atmosphere and productivity which requires such thing as
maturity is conflict situation solving. In the company, there is to be no place for putting all responsibility
only on one employee shoulders by taking part of such from everybody who has involved in the conflict
situation or when one department blames another one which distracts the participants from the main

goal — keeping performance and achieving goals in a timely manner.

Unfortunately, it seems fast action to move on but it spoils the perception of others on the
communication and it expresses in frame leak as nobody wants that could happen to him/her.
Therefore, the company reputation is to be spoiled because modern information could be easily spread
whether using the social network or attending some business forums where relative emotions sharing
are going to be discussed with industry colleagues. The complex way to solve such issue is a
development of the following points:

e determining simplified work techniques and chain of responsibility regarding the overload by
removing unnecessary obstacles which eliminates confusion as an initial point for the conflict
itself in the combination monitoring group commitment

o provide full transparency among all participants highlighting all actions taken

e implementing results-only work environment measured by the tasks done, not hours in the
office spent that influence on productivity increase

e patience cultivation

Nevertheless, if management itself is striving for perfection, there are some unwanted segments to not
let be happened such as unprofessionalism in terms of behaviour and knowledge gap preventing being

truly expert in own field.

Depending on frequency, a manager manners could be expressed in unwelcomed way because of
various reasons. It could be simple ignorance which is more common for this level combined with extra

sensitivity developed which could make business processes with its goals unreasonable.

Modernity shows that managers can not seem that they have even a small space of doubts and
misunderstanding which is leading to the tendency of pretending of being kind of professional who
knows the system and own duties. According to my own not so-long work experience, many
supervisors either are trying to look comfortable and don’t ask questions at all, just performing the

duties mechanically or even not hide own unprofessionalism which also can be related to the CEO.
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Controlling, mentoring, frequent test/examination with the cultivation of the simple interest (curiosity)
as a fundament of knowledge gaining — such keys that are surely improving the entire management
level and prevent it to abuse official duties even including inactive position towards organisational
performance. All it is needeed is to keep the competency level on the proper way taking into account

both the most modern practices and local unique characteristics with innovative ideas.

Continuing speaking of intersectional performance between personnel and management, it is offering
to make better equal opportunities in the manner of diversity and permanent learning opportunities for
staff and the target is set for the company — 16 training hours per employee every year have to be taught
by combination of creation of own training center with the own lecturers and foreign trainers as guests.
Further, such direction refers to the gender point as well — 30 % of women have to be on management
positions. So, the management level can be balanced in both gender and practical perspectives putting
the performance management on a new level as it could be beneficial for the leadership cultivation —
providing the timely nurturing and replacement of personnel by empowering them with more direct
and indirect duties which looks quite more attractive rather than hiring unknown specialists from

anywhere else

As a result, measures mentioned above are going to affect current HR hierarchy which are responding
the communication requests of the employes whose are willing to develop themselves on the
permanent basis accordingly. (see Figure 17).

— Canteen

Figure 17: HR structure at the moment

Source: Own processing
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Today HR has three divisions, one of them is doubling itself and the rest is about such which doesn’t
have importance to be in there. As the major goal regard HRM is to develop the communication it is

required to reformat this kind of system including the top name (see Figure 18).

People and
Culture

» ICommunication

Figure 18: HR structure in 2025

Source: Own processing

First of all, at that time the name of the hierarchy should be simbolized the proof what the company is
actually going to improve by renaming in the appropriate method as the previous name seemed some
kind of cold. Further, the system is simplified and is going to contain two cells. But most importantly,
canteen and reception points will be part of HR as a division, not a system what contribute functionality
improved. Thus, by implementing this complex HRM strategy, the company will also increase the
number of high-quality applicants per position.

This program also will accompany to help to achieve the manufacturing target by people and cultural
activities execution in the digital way. It will influence in turn digitalization of internal process which
will decrease the percentage of costs of goods manufactured (COGM) what could be less than 15 % as
a target. Thus, it is shown how the flow of the processes is going, what follows from this and the

correlation of the activities between each other.
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CONCLUSION

In the current Master thesis theoretical and practical parts were described to present the importance of
both points in terms of running, evaluating and improving organizational processes based on the

modern literature and the chosen company respectively.

First of all, the general management system was shown as a milestone for any kind of business started
from creation itself. Definitely, it is required to provide some sort of analysis within the company
(activity, decision and relations ones) and to decide what management concept can be picked up but it
was proposed to choose the federalism due to more attractive controlling.

Sources were also emphasised in the form of supply chain management (SCM) which represent itself
as a combination of all activities related to get the final product to the end customer but starting from
the very beginning — supply flow — which will be processed into the product by the organization
afterwards. It has to be taken into consideration four important chains of SCM such as capacity,
inventory, resources and lean management. First, the management level needs to be sure that the
business is capable of the processes set. Second, it has to monitor stocks situation within the
warehouses. Third, the processes have to be based on the certain quantity of resources required. The
last, having the mentioned management is almost everything but it has to be counted the lean

synchronization for providing own product on full in time (OTIF).

All of that is expressed by quality management for permanent conversion of the performance
characteristics which could include different perspectives such as employee skills development through
the organizational trainings, product development as well and customer satisfaction. Human resources
management (HRM) finishes the first theoretical part by importance of the team spirit and satisfaction
of the employees in this case.

The next theoretical stages are dedicated to the performance management and how it can be measured.
Basically, it is about another milestone — formation of clear and proper strategy which almost
guarantees the relevant implementation as a result. It is essential to know own place in the market and
what kind of possibilities could be there. Ansoff matrix and Porter’s five forces of competitive position
knowledge enable to analyze current situation for the company for the flexible production. Further, this
is going to be measured by using various tools (e.g report, graph) orienting the following objectives
that the management strives to achieve by alignment of the tasks via KPI.
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The second half of the current thesis started with analysis of the organization itself with the purpose of
distinguishing the theory and reality using the relevant internal documentation of the company. There
itis visible what is the real model of the strategy, how to work with it during the year and the distribution
of responsibilities for individually achieving targets what supported by the unique values of the

company towards own personnel.

By the market analysis conducted, the chart was formed in two manners: global market by customers
and key customers what is quite different from each other where the biggest market shares are
highlighted according to the regions and countries. Going over to strategy implemented with its targets,
perhaps, is the most massive kind of analysis proven by different data like CAPEX, organizational
processes including internal and financial processes. In the end, it was evaluated the state of the
company both in common and particular denoting spaces needed to be reconsidered. As the natural
effect, the plan proportioned to the strategy was proposed to improve the certain weak places: HRM,
energy consumption/improvement based on the digitalized activities which are going to make impact

on the internal processes in turn.
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LIST OF ABBREVIATIONS

DIO
EBIT
FCF
FTE
GPS
GWh
HR
HRM

ISO

JT
KPI
MBO
MFP
MRP
MWh
OTIF
owcC
Pls
PM
PPA
PV
Rls

SCM

Days Inventory Outstanding
Earnings before interest and taxes
Free Cash-Flow

Full Time Equivalent

Global Positioning System
Gigawatt hours

Human Resources

Human Resources Management
International Organization for Standardization
Informational Technology
‘Just-In-Time’

Key Performance Indicators
Management by objectives
Multifactor Productivity
Material requirements planning
Megawatt

On Time In Full

Operational Working Capital
Performance Indicators
Performance Management
Power Purchase Agreement
Photovoltaic

Results indicators

Supply Chain Management
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SPM
SWOT
SWS
TCO,
TEEP
TQM

WSG

Strategic Performance Management
Strengths, Weaknesses, Opportunities, Threats
Strategic Workshop

Total Carbon dioxide

Total Effective Equipment Performance

Total Quality Management

Workshop on Goals



TBU in Zlin, Faculty of Management and Economics 65

LIST OF FIGURES

Figure 1: Ansoff matrix and its POSSIDIIILIES .........cccvereiieiieri e 25
Figure 2: Porter’s five forces of competitive poSition Gnalysis ..............cccuceivvavesieesieasiesieesinssnenns 26
Figure 3: Factors affect demand for substitute Products ..............ccoeereeierieiecieseere e 27
Figure 4: More correct statements regard performance evaluation ...............cccccoevvevviieiieseennnn, 30
Figure 5: Building up the PM pyramid using strategy and objectives as defining components......... 31
Figure 6: Highlighting the critical success factors (CSFS)..........cccuvueiiiieiiieiecie e 32
Figure 7: Stratgic map UNder PRUT USAQE .......cveireerieiieiieesie e sieesiesiesiee e ssee e sae e sneeseeenee e 36
Figure 8: Cooperation within the levels on monthly basis ...........c.ccccceieiieiiiiiiicce e 37
Figure 9: Fair distribution of the activities in the given company ..........cccccevvveveneeie s, 38
Figure 10: Global Market VIBW ............ccveiiiiiiic et 41
Figure 11: Key customers regard the Markets ...........cccoceiveiiiieiecse e 42
Figure 12: TEEP among every machine inthe PRUT ..........cccociieiiiiic s 45
Figure 13: Net turnover 2021-2025..........ccviiiiieieeie et ste e sre e 46
Figure 14: FCF statistiC for the NEXLYEA, %0 .......cccveiueiiieiieie e 46
Figure 15: Energy consumption at the MOMENL.............cccciveiiiiiiiieeie e 52
Figure 16: Planning to reach energy consumption StrUCtUNING.........ccccovveiveieeiieseeie e 53
Figure 17: HR structure at the MOMENL ............coveiieieiie e 54

Figure 18:

HRETUCIUIE IN 2025 ...t ettt e e e e e e e e e e e e e aaan 55



TBU in Zlin, Faculty of Management and Economics 66

LIST OF TABLES

Table 1: Usual 8CtIONS SEALUS ........c.veieieieieiiesiesies et eneas 38
Table 2: The way of tasks dividing in the COMPANY ........cceieiiiiiinieee e 39
Table 3: Own values developed by the company management ............ccoocveerieenienieniieniesiee e 40
Table 4: CAPEXtargets UNtil 2025 ........coooieiieieeie ettt 42
Table 5: Organisational strategic areas and itSMEANS ..........cccvererrieiieereeie e 43
Table 6: Characteristic targets of the organization ..............cccccoeveiiiiniiieieeeee e 44
Table 7: Description Of INternal targetS ..........ccveieeieiieiieie e 44
Table 8: LISt OF SWOT ..ottt sttt enes 47-48
Table 9: FINal SWOT MAELX .....eeiveeieiieiieie e esie e sie e see e sre e e sseesreeeesreesseeneeas 49
Table 10: Plan of energetiC CharaCter ............cooviiiiiieieieee e 51
Table 11: Fight ClIMate CNANGE .......oeiiiieieeee e 51

Table 12: Expected results of energetic SUD-plan ... 53



TBU in Zlin, Faculty of Management and Economics

67

APPENDICIES
Appendix P 1: Target structure planning processes

Appendix P 2: EBIT target



TBU in Zlin, Faculty of Management and Economics 68

APPENDIX P 1: TARGET STRUCTURE PLANNING PROCESSES
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APPENDIX P 2: EBIT TARGET FROM INITIAL POINT
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