Business Plan for a Ukrainian Restaurant in Prague

BA Maryna Skrypnichenko

Master thesis Tomas Bata University in Zlin
2018 Faculty of Management and Economics




Tomas Bata University in Zlin
Faculty of Management and Economics

Department of Management and Marketing
Academic Year: 2017/2018

MASTER'S THESIS ASSIGNMENT

{PROJECT, ARTWORK, ARTISTIC PERFORMANCE]

Degree, First Name and Surmame:  BA Maryna Skrypnichenko

Personal Code: MI&00&T
Degree Programme: N&6208 Economics and Management
Degree Course: Management and Marketing
Thesis Tapic: Business Plan for a Ukrainian Restaurant in
Prague
Thesis Guidelines:
Introduction
Define the objectives and the application methods used in the Master thesis.
I. Theoretical part
» Determine theoretical background for a business plan.
Il Practical part
« Compile market research of the catering market in the Czech Republic and
Prague.

o Prepare business plan for the restaurand.
« Parform risk, cost and time analysis of the plan.

Conclusion



Thesis Extent: cca JO stran

Appendices:
Form of Thesis Elaboralion:  tisténalelektronickd

Bibliography:

ABRAMS, Rhonda. Successful business plan secrets and strategies: America’s
best-selling business plan guide!. 6th edition. Pala Alto: PlanningShop, 2014, 430 p.
ISBN 978-1-933895-46-8.

PRITCHARD, Carl L. Risk management: concepts and guidance. Fifth edition. Boca Raton:
CRC Press, Taylor and Francis Group, 2015, 441 p. ISEN 978-1-4872-5845-5.
SAWYER, Tom Y. Financial modeling for business owners and entreprensurs:
developing Excel models to raise capital, increase cash flow. improve operations, plan
prajects, and make decisions. New York: Apress, 2014, 322 p. The expert's voice in
financial modeling. ISBN 978-1-4842-0371-2.

SHELTON, Hal. The secrets Lo writing a successful business plan: a pro shares

a step-by-step guide to creating a plan that gets results. Updated and expanded.
Rockville: Summit Valley Press, 2017, 311 p. ISBN 978-0-9899460-3-2.

Thesis Supervisor: Ing. JiFi Vanék, Ph.D.
Date Assigned: 15 December 2017
Thesis Due: 18 April 2018

| %1 ¢ il
\ i: % Ih# / b A I
b L - . ‘ -{‘.-I.L';—"[-'-.F":

doc. Ing, David Tutek, PhD. e Mt doc. Ing. Pavia Stafikova, Ph.D.
Deani Head of Departmaent




BACHELOR'S/MASTER’S THESIS
AUTHOR STATEMENT

I herehy acknowledge that:

Upon final submission of my Bachelor's/™Master’s Thesis, [ agree with its publishing
in pocordance with Act No. 111/1998 Coll., on Higher Fducation Institutions and on
Amendment and Supplements to Some Other Acts, (The Higher Education Act),
without regard to the defence result;

My Bachelor's/Master's Thesis will be released in electronic form in the oniversity
information system, sccessible for reading only; and one printed copy of the
Bachelor's/Master’s Thesis will be stored on electronic media in the Reference
Library of the Facalty of Management and Feonemics of Tomas Bain University in
Zlin;

To my Bachelor's’™Master's Thesis fully applies Act No. 1212000 Coll, on
Copyright, Rights Related to Copyright and on the Amendment of Certain Laws
(Copyright Act) as subsequently amended, esp. Section 35 Para 3;

In accordance with Section 60 Pare | of the Copyright Act, THU in Zlin is eatitled o
enter into a leence agreement aboul the use of the Thesis o the extent defined in
Section 12 Para 4 of the Copyright Act;

In accordance with Section 60 Para 2 and 3, | can use my Bachelor/Master's Thesis,
or render the licence to its use, only with the prier expressed written agreement of
TBU in Zlin, which is in such case entithed 1o require from me appropriate financial
compensation i0 cover the cost of creating the BachelorMaster's Thesis (up to the
total swm ),

If the software provided by THU or other entities was used only for study and research
purpases (i.e. for non-commercial use) in the development of the BachelorMaster's
Thesis, it is not possible to use the Bachelor/Master’s Thesis commercially;

In the evemt that the Bachelor™aster's Thesis outpul encompasses any software
product, source codes and/or files of which the project consists of are considered part
of the Thesis. Failure to submit this part of the Thesis may result in an unsuccessful
defence of the Thesis.

1 herewith declare that:

-

I hasve created this Bachelor/Master’s Thesis on my own and cited all used sources. In
case the results are published, | shall be cited as author.

The contents of the Bachelor/Master's Thesis handed over are identical with the
electronic version entered in the IS/STAG.

zim AR0030N W .
date

’ S .




ABSTRAKT

Cilem této prace vytvorit a zmapovat obchodni plan ukrajinské restaurace a dale ovéfit jeho
efektivitu v praxi. Vzhledem k faktu, Ze poptavka v oblasti toho sektoru trhu je vysoka, ses-

taveni uspésného obchodniho planu je kli¢em k tispéchu v prostiedi velké konkurence.

Teoreticka cast prace se zaméfuje na obecné typy obchodnich plant, jejich hlavni rysy,
kterymi se vyznacuji, a dale pak na rozbor analytickych postupti potiebnych k jejich up-

latnéni v praxi.

Druha ¢ast se zabyva analyzou cateringového trhu a jeho trendy, které se panuji ve svéte a

Ceské republice, zejména v hlavni mésté CR Praze.

Tteti Cast obsahuje samotny obchodni plan, v némz byly uplatnény konkrétni analytické
postupy, které jsou poieba k vytvoreni efektivniho a konkurenceschopného obchodniho

planu.

Kli¢ova slova: Business plan, Benchmarking, PESTEL analysis, SWOT analysis, Porter’s

five forces, Balanced Scorecard, Catering Market.

ABSTRACT

The aim of the project is to create a business plan for the Ukrainian restaurant in Prague and
understand whether it is profitable or not. Although the demand on the market is very high

it can be challenging as there are a lot of players on the market.

The theoretical part is describing the structure and types of business plan with the specific
focus on the different analytical tools for strategy development process. The second part
analyses catering market and its trends on the global level as well as in Czech Republic and
Prague. The third part is the business plane itself with the analysis of external and internal

environment, will all activities and steps that should be done, risk and financial analysis.

Keywords: Business plan, Benchmarking, PESTEL analysis, SWOT analysis, Porter’s five

forces, Balanced Scorecard, Catering Market.
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INTRODUCTION

It is very important before starting a new business to create a detailed business plan. As it
helps to understand the clear situation on the market, to identify company’s goals and objec-
tives and ways how to achieve them. Business Plan can help to identify the competition on
the market and its best players and best strategy. It can help to understand what costs are
required, what will be the revenue sources, what distribution channels to use and what strat-

egy to use to achieve the competitive position on the market.

My Master Thesis is about developing business plan for start-up of Ukrainian restaurant in
Prague, Czech Republic. The industry of catering market is growing very fast attracting a lot
of investors. But on the other hand, there already a lot of existing experienced companies on

the market that may seem challenging.

The project is aimed to understand the current situation on the global market as well as in
Czech Republic and Prague. And to identify weather it will be profitable to start a business
or not. The clear understanding of market situation will help to create a suitable strategic

plan.

The business plan will be structured with the analytical tools analysis such as: Banchmark-
ing, PESTLE analysis, SWOT analysis, BSC and so on. There will be also analyzed market-

ing mix of the business, risks and financial analysis.
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OBJECTIVES AND METHODS OF MASTER THESIS PROCESSING

The main goal of my Master Thesis is to create a structured business plan of Ukraine restau-

rant in Prague, Czech Republic.
There are also following objectives:

- Complete the theoretical information about structure and types of business plan
- Do the marketing research of the catering industry in the Czech Republic and Prague.
- Prepare the business plan of the restaurant.

- Analyze the costs, timing and risks of the project.

During the preparation of the project were used the following tools and methods: Bench-
marking, PESTEL analysis, SWOT (EFE/ IFE), Breakeven point, Porter’s Five Forces anal-

ysis, Balanced Scorecard analysis.
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I. THEORY
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1 BUSINESS PLAN

In a market economy, a business plan is a working tool used in all areas of entrepreneurship.
The business plan describes the process of the functioning of the firm, shows how its man-
agers are going to achieve their goals and objectives, primarily increasing the profitability
of the work. A well - developed business plan helps a firm to grow, to win new positions in
the market where it functions, to make long - term plans for its development, concepts to

produce new goods and services and to choose rational ways of their implementation.

The business plan is a permanent document; it is systematically updated, changes are made
related both sides: the ones that occurring within the organization, and changes in the market
where the firm operates, as well as in the economy. The business plan links in-house analysis
and macroeconomic analysis conducted by specialized scientific organizations. As a rule, it
is made up of every enterprise, although the possibilities for preparing such documents may

be different: a small company may engage specialist consultants to develop a business plan.

Thus, the business plan is not only an internal document of the firm, but it can also be used
to attract investors and creditors. Before risking some capital, investors should be assured of
the solvency of the project and are aware of its effectiveness. To achieve the greatest success
in the market of goods and services, including international, it is necessary to plan compe-

tently and rationally through business planning.

1.1 Business plan types

Business plans are classified according to the following reasons: type - by main areas of
activity in which the project exists; class - by composition, structure and its subject area;
scale - by the size of the project itself, the number of participants and the degree of influence
on the world around them; duration - on the duration of the project implementation period;
complexity - for example, in terms of financial, technical or other complexity; aspect - by

the nature of the project's subject area.

First classification of the business plan is by its type of activity. We can highlight technical
type, organizational type, economic type, social and mixed. According to class classification
there can be marked a multi-project (a complex project consisting of a number of mono-
projects and requiring the use of multi-project management), a mega-project (targeted pro-
grams for the development of regions, industries and other entities, including a number of

mono- and multi-projects).
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Third classification is by its scale (size of the project). We can divide business plane by such
scales: small, medium, large, very large projects. This division of projects is very subjective.
The scale of projects can be viewed in a more concrete form - interstate, international, na-
tional, interregional and regional, intersectoral and sectoral, corporate, departmental, one

enterprise projects.

We can also divide business plans by its durations. There can be short-term business plans

(up to 3 years), medium-term (from 3 to 5 years), long-term (over 5 years).

According to the nature of the project's subject area we highlight these types: innovative,

organizational, research, educational and mixed.

Most of business projects has investment-based character (cost). The amount of investment
needed to implement a business project depends on all listed grounds for their classification
(primarily, on the scale, duration and complexity of the project). The investment type usually

includes projects in which the main task is to invest in various types of business for profit.

Business plans are developed for innovative, organizational, economic, social projects that

have their own peculiarities both in the types of projects and in their aspects.

Innovative projects of research and development - the development of a new product, re-
search in management and marketing, the development of a new software project. Charac-
terized by the following features: the main objective of the project is clearly defined, but
individual goals should be refined with the achievement of particular results; the deadline
and duration of the project are determined in advance, preferably their exact observance;
However, they should also be adjusted depending on the intermediate results obtained and
the overall progress of the project; the planning of project costs often depends on the allo-
cated appropriations and less on the actual progress of the project; The main limitations are

related to the limited possibility of using capacities (equipment and specialists).

Organizational projects - reforming the enterprise, implementing the concept of a new man-
agement system, creating a new organization or holding an international forum. They are
characterized by the following: the project objectives are predetermined, but the project re-
sults are quantitatively and qualitatively more difficult to determine than in the first two
cases, since they are associated, as a rule, with the organizational improvement of the system;
and duration of the project are set in advance; resources are provided as far as possible;
project costs are recorded and monitored for efficiency, but require adjustments as the pro-

ject progresses.
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Economic projects - privatization of enterprises, the creation of an audit system, the intro-
duction of a new tax system. They have their own characteristics: the main objectives are
pre-planned, but require adjustments as the project progresses; the same applies to project
terms; resources for the project are provided as necessary, as far as possible. Expenses are

determined in advance, monitored for efficiency and refined as the project progresses.

This means that economic results must be achieved within a fixed time frame with estab-

lished expenditures, and resources are provided as required.

Social projects - reforming the social security system, health care, social protection of the
poor people, overcoming the consequences of natural and social shocks. Social projects have
their own specifics: the goals are only outlined and should be corrected as intermediate re-
sults are achieved, quantitative and qualitative assessment of them is significantly hampered.
The timing and duration of the project depend on probabilistic factors or are only outlined
and subsequently subject to refinement. The costs of the project, as a rule, depend on budg-

etary allocations; resources are allocated as required within the framework of the possible.

1.2 Structure of a business plan

Business planning is the definition of the goals and ways to achieve them, through any
planned and developed action programs that can be adjusted in the implementation process
in accordance with changed circumstances. There is a trend of standardization of the basic

requirements for business plans:

e A business plan is the first thing that a potential investor learns about a company, so
it is necessary that the design of a business plan be consistent with the image of a
successful company: it must be attractive, but not discreet;

e The details of business plan should be consistent with the objectives of the plan, but
not include anything superfluous: a clear structure of the material and its clarity,
brevity.

e The business plan should not include unimportant secondary information. It's better
to put it into applications. Typically, investors request additional information, and
the availability of applications increases the flexibility of the project. The scope of
applications is not limited;

o Style of presentation: the simplicity of presentation and the absence of linguistic and

terminological barriers, i.e. accessibility in learning and understanding. The business
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plan should be understandable to a wide range of people, not just specialists, and not
abound with technical details. It should also be convincing, laconic, to arouse the
interest of partners. It should pay attention to the dual nature of the business plan. On
the one hand, this is a serious analytical document, and on the other - a means of
advertising;

e Reasonable dosing in the presentation of technology of the business proposal;

e Objective assessment of the difficulties facing the implementation of the business
plan;

e The business plan should be an honest analysis based on realistic assumptions. As-
sumptions and forecasts should be justified and supported by references to sources
of information, for example market surveys (surveys), industry statistics, economic
and demographic studies, as well as the conclusions of individuals who will conduct
business with this company. Few investors or creditors will take risks, based on un-
realistic plans. The business plan shows investors and creditors the quality and depth
of the company's leadership and notes the managerial ability to achieve the set goals;

e Accuracy of financial calculations;

e It should be discussed about the company's risks. Trust in the company can be seri-
ously undermined if the existing risks and problems are not disclosed independently,
but from the outside;

e Do not make unimportant or vague statements. For example, statements like "sales
will double in the next year" or "a product line will be introduced" should be deleted
and detailed explanations provided. Approvals must be specific and supported by
marketing information and other data;

e The plan should be exhaustive and include discussion of the organizational strategy
to achieve the company's advantages and overcome potential difficulties;

e Many investors like to read a one- or two-page summary of the business plan, which
allows them to see important features and benefits of the project. There are also four
vital blocks of key issues that are worked out in the business plan, which are espe-
cially carefully assessed by investors: management team, current and planned finan-
cial indicators, goods and services, marketing plan. It is necessary to prepare strong
arguments in each of these sections;

e A business plan should be prepared considering the requirements and standards of

organizations and persons who are supposed to submit this document.
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There is no strict, regulated structure of the business plan. The most common variants of the

business plan are:

First option:

—

Summary.
Company.
Products.
Sales market.
Competition.
Marketing.
Production.

Organization, management, cadres.

X N N kWD

Finance.

10. Risk assessment and insurance.
Second option:

1. Business concept (summary).
Current situation and brief information about the company.

Characteristics of the business object.

> »w b

Research and analysis of the market (markets and competition or business environ-
ment).

Organizational plan, including legal support.

Staff and management.

Production plan.

Plan of marketing actions.

A S A

Potential risks.

10. Financial plan and financial strategy.
Third option:

1. Summary.

Market analysis.

Description of the enterprise.
Marketing and sales.

Products (services).

AN

Operations (supply chain, suppliers, advantages of the production system).
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7.
8.
9.

Management and ownership.
Sources and directions of financing.

Financial plan.

Fourth option:

—

X N kWD

e e e T e T e T
wm A W N = O

Summary.

Location of the company.

Purpose of the activity (mission) of the firm.

Wednesday for business. Industry and the company being created (project).
Description of the type of activity (business).

Products (services).

Analysis of the market.

Competition and competitive advantage.

Organization of foreign trade activities of the firm.

. Marketing plan strategy.

. Forecasting sales.

. Production plan.

. Organizational plan and management.
. Risk assessment.

. Financial plan.

16.

Financing strategy.

Despite the rather significant external differences between the various options for the struc-

ture of business plans, the composition and content of their main sections remains virtually

unchanged.

The development of the plan is also completed with the preparation of a summary, which

may include the following information:

Goals and objectives of the business plan;

The description of the enterprise, its specification and the previous history of its de-
velopment;

Brief information on the qualifications of management personnel;

Advantages of products or services in the market and in the industry;

Resources of the enterprise;

Current financial condition of the enterprise;
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e Long-term and short-term strategy of the enterprise, opportunities for growth in vol-
umes of activity and revenues;

e The need for investments in the implementation of the business plan, the expected
sources of financing and the procedure for repayment of borrowed funds;

e A description of the risks that can be expected by the enterprise;

e Economic feasibility and effectiveness of the business plan.

Classification of business plans for business objects is presented in Figure 1.

Business plan

According its business According the company itself
line (product, service, IT

solution, technology etc.)

New Active
Development Overcoming the crisis
Whole enterprise Particular department

Figure 1: Classification of business plans for business objects

Within the framework of one organization, a general strategic business plan can be devel-
oped, including the entire set of objectives, and individual business plans for the above ty-
pology.

The factors that determine the volume, composition and structure of the business plan, the

degree of its detailing, can also be attributed:

e specificity of the type of entrepreneurial activity;
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o the size of the enterprise;

e the purpose of the business plan;

e general strategy of the enterprise;

e prospects for growth of the company;
e the size of the expected market;

e presence of competitors.

In addition, the business plan can be approved and implemented as an internal law for the
company, and in other cases - have the status of evaluating, informative, variative, etc. In
terms of scope of activities, a business plan can be a company-wide or plan for a branch,
subsidiary or division. The status of the approved business plan is higher than the status of
the current traditional annual plan and is the basis for making the last necessary changes and

clarifications arising from the content of the business plan.
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2 STRATEGY DEVELOPMENT TOOLS

In order to start the business, we need to analyze external and internal factors that may impact

success of the business. We can use already existing tools to create detailed business plan.

2.1 Benchmarking

Benchmarking is the process of comparing activities with the best companies in the market
and in the industry with the subsequent implementation of changes to achieve and maintain
competitiveness. Benchmarking is joint or competitive. Various forms of social media are

beginning to affect many business processes. In this sense, benchmarking is no exception.

Benchmarking can be considered as a process, an activity for long-term reflection of an en-
trepreneurial strategy, based on the best experience of partners and competitors at the sec-

toral, cross-sectoral, national and international levels.

Due to the need to use external factors that influence or can influence the behaviour of the
firm and its products on the market, interaction with partners and competitors required a
philosophy and function related to identifying, searching for the results of practice at partner
firms, competitors and related industries, with the aim of using them at their own firms to

increase productivity.

Benchmarking is close to the concept of marketing intelligence. However, marketing intel-
ligence is the collection of confidential (semi-confidential) information about changing the

external environment of marketing.

The use of benchmarking is multidirectional. And although from the mid-70's. it was carried
out within the framework of competitive analysis, today benchmarking has successfully es-
tablished itself as a way of evaluating strategies and objectives of work in comparison with

leaders in its and related industries to guarantee a long-term market presence.

Benchmarking includes a set of tools that allow you to systematically find, evaluate all the

merits of someone else's experience and organize their use in their work.

Benchmarking is aimed at studying business. Regarding innovation, it means studying the
business of other enterprises or entrepreneurs to identify the basic characteristics for devel-
oping their innovation policies and specific types of innovations. When benchmarking, it is

important to overcome the psychological complex of managers and specialists.
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Psychological complexes mean:

Satisfaction of the head of an economic entity with the achieved results;
Uunwillingness to risk cash; spend money on the acquisition of information, pay for
consultations of analysts and experts, save all types of resources and money spent on
marketing research, etc.;

Fear that doing better than a competitor is very difficult or impossible because of the

high costs of all resources, including money.

Benchmarking is of two types: general and functional.

Overall benchmarking is a comparison of the production and sales of this producer's products

with the business performance of a sufficiently large number of producers or sellers of a

similar product. Such a comparison allows us to outline clear lines of investment activity.

The parameters used to compare product characteristics depend on the type of product.

Functional benchmarking means comparing the performance parameters of individual func-

tions (for example, operations, processes, work methods, etc.) of the producer (seller) with

similar parameters of the most successful enterprises (sellers) working in similar conditions.

To implement benchmarking, a special working group is usually created.

The methodology of functional benchmarking consists of the following stages:

1.
2.

® N kW

Selection of a specific function of the business of the manufacturer (seller).
Selection of comparison parameters for this business function. A single parameter or
a group of parameters can be used. The only thing, i.e. unambiguous, the comparison
function of the business function can be, for example, the profitability of the opera-
tion, the level of transaction costs, the duration of the active period of use of this
function, the degree of risk, etc. A group of parameters is used when comparing such
complex business functions as product quality management, cash management, etc.
Collect the necessary information about similar manufacturers.

Analysis of the information received.

Development of draft changes to this function.

Feasibility study of the proposed changes.

Implementation of changes in the practice of organizing this business.

Control over the progress of the business and final assessment of the quality of the

change in this function.
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This method depends on the correct organization of the information collection system in
various areas in the open press, in the analysis of products, at exhibitions, in the position of

a competitor in the market, the use of former employees of these firms etc.

Practice shows that the process of improvement is unlimited. Benchmarking is, we can say,
the perpetual motion machine of the continuous process of continuous improvement of the

company's activities.

Benchmark
i (pd
& l # 2 oﬁ
S % 2
&7 0, 8
Benchmarking \ "ééo
Value
" ©
%'%.\ Cycle / gg
¢ R
1 ‘ ?
“ Identify
Improvements

Figure 2: Benchmarking Value Cycle.

2.2 PESTLE analysis

All companies must determine the external factors of their business environment that have
or may have an impact on their operations. On the macro environment, the company cannot
influence, cannot control them, but the consequences of the onset of these factors, it must

understand and consider in the development of its strategy.

The most common tool for determining the macro-environment factors that can affect your
company is PESTLE analysis. It helps to identify and evaluate environmental factors in 6
categories: P — Political, E — Economical, S — Social-Culture, T — Technological, L. — Legal

and E — Environmental/Ecological.
The main purpose of the PESTLE analysis tool is to identify factors that meet two criteria:

1. They are coming from outside the management of the company;

2. They have a certain level of impact on the company.
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All factors should be carefully analysed and their possible impact on the company should be
evaluated. Some factors acquire a local character. For example, the situation on the labor
market in the regions differs from the situation in the city: the qualifications and motivation
(ambition level) of people are different. Perhaps in different regions there are cultural differ-
ences associated with the attitude to work. All these factors need to be considered when

developing a strategy.

To obtain the most complete picture of the influence of external factors on the company,
experts in different functional divisions of the company should be included in the process of

their determination.

PESTLE analysis is used in the development and revision of the strategy for the existing
market; when launching a new product or service; to explore a new line of business or to

launch sales in a new country or region.

In all these cases, it is necessary to assess the potential impact of external factors on the
company in two perspectives: how they affect the market, and how they affect the company's

operations.

PESTLE analysis is a powerful tool for analysing the external environment, but it represents
only one component of an extensive process of strategic analysis. Therefore, this tool should
be used together with other strategic tools: strategic analysis of the client base, Benchmark-

ing, SWOT analysis, etc.

The PESTLE analysis methodology is used to assess the key market trends of the industry,
and PESTLE analysis results can be used in the next stages of strategic analysis for trends
in changing consumer needs and behavior, for assessing competition. The purpose of the

PESTLE analysis is to help the company identify important factors affecting its operations.

PESTLE analysis factors in combination with external microenvironment factors (consumer
needs and behavior, competitors, etc.) and internal drivers can be classified as opportunities
and threats for SWOT analysis. In fact, conducting SWOT-analysis of the company without
pre-PESTLE analysis - it's pointless, because otherwise companies in the opportunities and
threats of SWOT-analysis will put factors whose impact on the company was not previously

estimated.

PESTLE analysis is a tool for long-term strategic management and is compiled for 3-5 years

ahead, with an annual update of the data.
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Identifying the factors that are outside of com-

pany’s control and can influence its operations.

Determining the possible

Evaluate the rate of their

consequences of the onset

or change of each factor

impact on the company

Identify the type of impact con- Evaluate the probability of fac-

sidering the probability of change tors change in the future

Figure 3: PESTLE analysis process

The result of the PESTLE analysis process will give you a better understanding of your

surroundings. You will get a look at the "big picture", which will allow you to assess the

potential risks that you may face in the future. PESTLE analysis can also be used to assess

the influence (or influence measurement) that existing external factors will have.

The main task of PESTLE analysis is to audit the company's external environment, to study

each factor to make strategic decisions at the next stages of the strategic process.

2.3 SWOT analysis

The SWOT analysis is a universal method of strategic management. The object of SWOT

analysis can be any product, company, store, factory, country, educational institution and

even a person. There are the following types of SWOT analysis:

SWOT analysis of a firm or a manufacturing enterprise

SWOT analysis of the activities of a state or non-profit organization
SWOT analysis of the activities of an educational institution

SWOT analysis of a specific territory: country, region, district or city
SWOT analysis of a separate project, department

SWOT analysis of a specific market or industry
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e SWOT analysis of the competitiveness of a brand, product or service

e SWOT analysis of personality

Often companies carry out a SWOT analysis of not only their product, but also the products
of competitors, since this tool very graphically systematizes all information about the inter-

nal and external environment of any organization.

The advantages of SWOT analysis are that it allows you to easily look at the position of a
company, product or service in the industry, and therefore is the most popular tool in risk

management and management decision-making.

The result of the SWOT analysis of the enterprise is an action plan indicating the timing of
implementation, the priority of implementation and the necessary resources for implemen-

tation.

Frequency of SWOT analysis is recommended to be at least once a year as part of strategic
planning and budgeting. SWOT analysis is very often the first step of business analysis when

drawing up a marketing plan.

Explanation of abbreviations SWOT analysis: Strengths, Weaknesses, Opportunities and
Threats.

1. S=Strengths. Strengths of the product or service. Such internal characteristics of the
company that provide a competitive advantage on the market or a more advantageous
position in comparison with competitors, in other words those areas in which the
company's goods are more stable than competitors’ ones. The value of strengths for
the company in strategic planning: due to strengths, the company can increase sales,
profits and market share, strengths provide a winning position of the product or ser-
vice in comparison with competitors. Strengths need to be constantly strengthened,
improved, used in communication with the consumer of the market.

2. W=Weaknesses. Weaknesses or shortcomings of goods or services. Such internal
characteristics of the company, which hamper the growth of business, prevent the
goods from leading on the market, are uncompetitive on the market. The significance
of the company's weaknesses in strategic planning: the company's weaknesses hinder
the growth of sales and profits, pull the company back. Due to weaknesses, the com-
pany may lose market share in the long term and lose competitiveness. It is necessary

to track the areas in which the company is not strong enough, improve them, develop
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special programs to minimize the risks of the impact of weaknesses on the company's
efficiency.

O=Opportunities. The company's capabilities are favorable environmental factors
that can influence business growth in the future. The importance of the market op-
portunities for the company in strategic planning: the opportunities of the market
personify the sources of business growth. Opportunities need to analyze, evaluate
and develop an action plan for their use with the involvement of the company's
strengths.

T=Threats. The company's threats are negative factors of the external environment
that can weaken the company's competitiveness in the market in the future and lead
to a decrease in sales and loss of market share. The importance of market threats for
the company in strategic planning: threats mean possible risks of the company in the
future. Each threat should be evaluated in terms of the probability of occurrence in
the short term, in terms of possible losses for the company. Against each threat, so-

lutions should be proposed to minimize them.

The scheme of the SWOT analysis development is shown below.

Eenvironmental assessment

/\

External factors evaluation Internal factors evaluation
v Y
Determining Determining Determining Determining
threats opportunities strengths weaknesses
SWOT matrix

Figure 4: SWOT analysis development
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This method of SWOT analysis allows you to evaluate fully and detailed the risks and op-
portunities of the company, to plan the marketing strategy of the product:

e The analysis of the surrounding market environment of goods or services is carried
out, and external and internal factors are analysed.

e Based on the analysis, the strengths of business, the weak points of business, threats
and market opportunities for business are formed.

e The received parameters are entered in the SWOT matrix for convenience of analysis

e Based on the SWOT matrix, conclusions are drawn about the necessary actions with

an indication of implementation priorities and deadlines.

2.4 Porter’s five forces

The strategic model of analysis of the five forces of competition was described by Michael
Porter in 1979. Michael Porter, using five structural units specific to each industry, described
ways of forming a competitive advantage and long-term profitability of the goods, as well
as the ways in which the company can maintain its profitability and remain competitive in

the long run.

The competition theory of Michael Porter says that there are five driving forces on the market
that determine the possible level of profit. Each power in Michael Porter's model represents

a separate level of competitiveness of the product:

e Threat of new entrants

e Threat of substitutes

e Bargaining power of buyers

e Bargaining power of suppliers

e Industry rivalry
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Figure 5: Porter’s five forces

Michael Porter believed that these elements of the market are the driving forces of market
competition, which is the name of the model - a model of the Porter’s five forces of compe-

tition.

Competitive analysis of the industry by Michael Porter helps to determine the intensity and
severity of competitive forces in the industry, to find a position in which the company will
be maximally protected from the influence of competitive forces and will be able to exert

influence on them.

The golden rule of the theory of the Porter’s five forces is the following: the weaker the
influence of competitive forces, the more opportunities for obtaining a high profit in the
industry the company has. Conversely, the higher the influence of competitive forces, the
higher the probability that no company will be able to provide high profitability from invest-
ment. And the average profitability of the industry is determined by the most influential

competitive forces.

The model of the five forces is used most often in strategic management, and in marketing

it is convenient for the following areas of work:

e Threats for growth of the company, found with the help of the model of Porter's five
forces analysis will help with the SWOT analysis development.
e The model of the Porter’s five forces helps in the compilation of detailed competitive

analysis and analysis of the market.
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2.5 Breakeven point (BEP)

In any business, it is important to calculate at what point the enterprise will completely cover

losses and begin to bring real income. For this, the so-called break-even point is determined.

Break-even point shows the effectiveness of any commercial project, because the investor
should know when the project will finally pay off, what is the level of risk for its investments.
He must decide whether to invest in the project or not, and the break-even point calculation

plays an important role in this case.

Break-even point (BEP) is the sales volume at which the entrepreneur's profit is zero. Profit
is the difference between TR-total revenue and TC-total cost. Break-even point is measured

in physical or monetary terms.

This indicator helps to determine how many products should be sold (work to perform, ser-
vices render) to work at zero. Thus, in the break-even point, revenues cover expenses. If the
breakeven point is exceeded, the enterprise makes a profit if the breakeven point is not

reached - the enterprise incurs losses.

The importance of an enterprise BEP is in determining the financial stability of a company.
For example, if the value of BEP increases, it shows that problems associated with making
a profit exist. In addition, BEP is changing with the growth of the company itself, which is
due to increased commodity turnover, the establishment of a sales network, price changes

and other factors.
In general, the calculation of the breakeven point of the enterprise makes it possible:

e determine whether to invest in the project, given that it will pay off only at the next
sales volume;

o Identify the problems at the enterprise associated with changing BEP over time;

e C(Calculate the value of changes in sales and product prices, that is, how much should
the sales / production volume change if the price of the goods changes and vice versa;

e determine the value to which revenue can be lowered, so that it does not prove to be

at a loss (if the actual revenue is greater than the estimated revenue).

Before you can find a breakeven point, you first need to understand which of the costs are
permanent and which ones are variable, since they are mandatory components for the calcu-

lation, and it is important to divide them correctly.
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Permanent includes: depreciation, basic and additional salaries of administrative and man-

agement personnel (with deductions), rent, etc.

Variables include: basic and additional materials, components, semi-finished products, fuel
and energy for technological needs, basic and additional wages of the basic workers (with

deductions), etc.

Constant costs do not depend on the volume of production and sales and practically do not
change over time. The change in fixed costs can be influenced by the following factors:
growth / decrease in capacity (productivity) of the enterprise, opening / closing of the pro-

duction hall, increase / decrease in rent, inflation (depreciation of money), etc.

Variable costs depend on the volume of production and change along with the volume. Ac-
cordingly, the greater the volume of production and sales, the greater the amount of variable
costs. Variable costs per unit of output do not change with a change in output. Variable costs

per unit of output are conditionally-constant.

There are two formulas for calculating the break-even point - in natural and value terms. In
order to calculate the break-even point in natural form, the following indicators should be

used:

e FC-fixed cost;
e P —price of a unit (services, work);

e AVC-average variable cost.
Calculate the break-even point in physical terms, using the following formula:
BEP=FC/(P-AVC)
In this case, the results of the calculation will be a critical volume of sales in physical form.

In order to calculate the break-even point in monetary terms, the following indicators should

be used:

e FC - fixed cost
e TR- totalrevnue or P — price

e AVC - average variable cost

To begin with, it is necessary to calculate the margin earnings ratio (the share of marginal

revenue in total revenue). This indicator is used in the calculation of the break-even point in
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monetary terms, and the marginal revenue. Marginal revenue (MR) is the difference between

revenue and variable costs.
MR=TR-VC

Since the revenue per unit of output is the price (P = TR / Q, where Q is the sales volume),
you can calculate the marginal revenue as the difference between the price and the variable

costs per unit of output.

MR=P-AVC

The margin ratio is calculated using the following formula:
KMR=MR/TR

or (if MR is calculated based on the price):
KMR=MR/P

Both of the above formulas for calculating the marginal revenue ratio will lead to the same

result.

The break-even point in monetary terms (this indicator is also called the "profitability thresh-

old") calculates using the following formula:
BEP =FC/KMR

In this case, the results of the calculation will result in a critical amount of revenue, at which

the profit will be zero.

Sales

dtal Costs
Break-Even Point

Units

Figure 6: Breakeven point
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2.6 Balanced Scorecard (BSC) analysis

The Balanced Scorecard (BSC) is developed by Harvard University professors Robert
Kaplan and David Norton is the most effective and widely used worldwide commercial,
state, industrial and non-commercial company concept of implementing the company's strat-
egy through its decomposition to the level of operational management and Control based on

Key Performance Indicators (KPIs).

The Balanced Scorecard (BSC) ensures the integration of financial and non-financial indi-
cators, taking into account the cause-effect relationships between the resulting indicators and
the factors under which they are formed. This allows for detailed monitoring of the compa-
ny's activities in a strategic focus, increasing the efficiency and effectiveness of management
decisions, controlling the most important financial and non-financial key performance indi-
cators (KPIs) that are targeted to the company, and the degree of achievement of which de-

termines the company's movement according to a given strategy.

As a result, the BSC is not only a system for measuring the effectiveness of the company's

activities in a strategic focus, but a fully-functional company management system.

In the Balanced Scorecard, indicators measuring achievement of objectives (directly by the
KPI) and indicators reflecting the processes that achieve these goals (operational indicators)
should be distinguished. For example, to achieve the target value of the financial strength
margin, it is necessary to achieve a certain level of productivity, which will reduce the fixed

costs and reduce the break-even point value.

The concept of the BSC System assumes the construction of this kind of multifaceted links
between KPI and operational, financial and non-financial indicators, strategic and opera-
tional levels of management, past and future results, and between internal and external as-
pects of the company. This is the "balance" in terms of the concept of the Balanced Score-

card.

Due to a balance of cause-effect relationships, the Balanced Scorecard (BSC) allows you to
effectively manage a company by controlling a small amount of KPI (Key Performance In-

dicators).

Traditional concepts of assessing the effectiveness of the company's activities are based on
the measurement and monitoring of exclusively financial indicators that carry information

about the events that have already occurred and do not reflect the possibilities of long-term
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investments and the state of relations with customers. The Balanced Scorecard (BSC), while
supporting the measurement of financial indicators, provides the management of non-finan-
cial indicators that reflect the company's progress toward creating its future value through
investment in personnel, streamlining business processes and technologies, and relationships

with customers and suppliers.

Such a broader view of management provides an objective picture of the company's condi-
tion, an analysis of the opportunities for internal and external development, as well as com-

petitiveness.

The Balanced Scorecard System (BCS) defines four strategic zones reflecting the company's

respective prospects:

e How do shareholders evaluate the company (financial perspective)?

e How customers evaluate the company (customer perspective)?

e What processes will provide the company with competitive advantages (the perspec-
tive of internal business processes)?

e Are there programs for innovation, development, motivation and growth (the pro-

spect of learning and growth)?

Balanced Scorecard

Financial
[ e |

Custemer Internal Business
VISION

STRATEGY

Innovation & Learning

: Goal Measure

Figure 7: Balanced Scorecard
Stages of BSC implementation:

e Definition of vision
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e Defining strategic objectives

e SWOT analysis and definition of success factors

e Determination of indicators and their target values
e Determination of methods for calculating indicators
e Cause-effect chain of strategic objectives

e (Cascading strategic objectives

e Strategic Action Plan

e Support, update and development of the Balanced Scorecard (BSC)
Benefits from using BSC:

e Deep understanding of business in all interrelations of internal and external processes

e Strategic focus of business activity of all departments and employees

e Increasing the pace of achieving strategic goals

e A focused concentrated allocation of all resources

e Evaluation of the effectiveness of management decisions within the company's strat-
egy

e Understanding employees of the company's strategic goals and its personal tasks to
achieve them

e Improving the cooperation of employees and departments

e Getting key business information in a generalized, systematic way, accessible for
understanding

e The personal responsibility of the management and staff for the performance of the
indicators assigned to them

e Increase motivation of employees due to clarity of personal goals and objectives

However, the effectiveness of implementing any KPI system directly depends on both the
correct definition of Key Performance Indicators (KPIs) and the opportunities for their fur-
ther use, which are provided through the automation of the Balanced Scorecard System

(BSC) using high-technology software products.

2.7 Return on investment (ROI)

Return On Investment (ROI), one of the measures that is used to assess the effectiveness of

investments or to compare the performance of several different investments. To calculate
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ROI, the profit should be divided by investment costs, the result can be either a coefficient

or a percentage.
ROI calculation formula:
ROI = Net Income / Cost of Investment * 100 %

The limit value of the indicator is 100%. If the index is greater or equal to this value - the

project can be considered successful and profitable, less than 100% - unprofitable.

To calculate the ROI as accurately as possible, the investor or the company manager must
take into account each type of costs (marketing, advertising, promotion, etc.). Only in this
case the result obtained can be considered reliable, and the forecasts made on the basis of its

analysis are maximally plausible.
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3 MARKETING PLAN AND STRATEGY

In the modern world, there is a steady trend of growth and development of enterprises in
completely different spheres. Consequently, the level of competition is also increasing. To
develop and optimize the business, you need to make maximum efforts, to develop an effec-
tive plan for implementing the desired tasks. A marketing strategy is a detailed plan for the

maintenance and organization of the work process.

3.1 Marketing strategy: types, development and analysis

The marketing strategy of the enterprise allows us to understand how to plan and implement
all kinds of activities in the company aimed at implementing plans and tasks. It is worth
remembering: marketing strategy is one of the parts of the company's overall strategic plan.
The marketing strategy is related to issues aimed at increasing the sales and income of the
enterprise. The marketing strategy, which can be developed by experienced specialists, al-
lows us to learn more about the correct use of the resources available to the enterprise, to

learn how to dynamically sell products for a long time.
The objectives of the marketing strategy are:

e acomprehensive study of the entire market;
e objective assessment of demand and needs;
e development of marketing strategy and development of methods that allow it to be

implemented.
To plan a marketing strategy correctly, you need to clearly know some of the features:

1. Completing the formation of the marketing strategy, it is necessary to establish a
number of general directions, according to which the enterprise should go further to
strengthen and develop its business.

2. When choosing operational management decisions, the chief of the enterprise usually
uses the complete information necessary in this case. When forming a marketing
strategy, information should be used in a smaller amount.

3. Developing a marketing strategy, you do not need to exclude the possibility of new

information and the need to change the decisions made. The initial goals of the mar-
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keting strategy can be changed, adjusted, and these are normal phenomena charac-
teristic of this process. The development of a marketing strategy from beginning to
end should be cyclical.

The development of a marketing strategy can be accompanied by difficulties associ-
ated with transforming the solutions that have been obtained into digital benefits in-
dicators. The evaluation system used can be adjusted. The basis is the total amount

of spent finance.

There are several types of the marketing strategies known.

1.

The strategy of penetration to the market. This marketing strategy is used by new
companies that want to gain a foothold in the current market conditions. The strategy
is also used by firms that have long established their positions in the market, now to
take a number of unused and unexplored niches.

Strategy of market development. The strategy is used mainly to attract new custom-
ers. This goal of marketing strategy can be achieved by expanding the geography of
product sales (geographic expansion strategy) or by attracting new client groups in
the territory that has already been developed (the strategy of creating new markets).
Development of a new product. This marketing strategy is promising, but it is asso-
ciated with certain risks. Before developing a new product / service, the company
must be sure that there is a demand for the product. If there is no demand, its creation
should be real. The company also has to assess the risks, reserves, competitiveness
of product substitutes, issued by competing companies, comparing costs and ex-
pected profits.

Power strategy. This marketing strategy is used by medium and large companies.
The strength of the companies applying that it is possible to increase the efficiency
of production at a lower cost, in comparison with the process of producing goods in
small batches that differ significantly from each other.

Niche strategy. It is used by specialized companies that produce non-standard, spe-
cial products designed for specific customers. The firm can take high positions due
to a certain category of customers will use irreplaceable, highly specialized goods.
Adaptive strategy. Here a large share belongs to the usual local range business. The
marketing strategy is strong, since a small specialized enterprise is flexible, can better

meet the small needs and needs of consumers in their volumes.
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7. Pioneer strategy. Creates new segments or radically converts old ones. The goods
are not just perfecting, but are looking for risky revolutionary solutions that are not

always profitable even with a successful deal.

3.2 Marketing mix (4 Ps)

The marketing mix model or also the marketing complex is the main element of any business
strategy. The model is simple and universal in use, and is a kind of check-list for the effective

development of the product on the market.

Initially, the marketing complex consisted of four elements (4P), subsequently complicated

and as a result went into the marketing mix of SP and 7P (see picture 5).

4P’s marketing-mix SP’s marketing-mix 7P’s marketing-mix

Product

+ People + Process &
Physical Evidence

Promotional

Figure 8: Marketing mix (4 Ps)
The basic elements of "4P" are:

1. Product
2. Price
3. Place
4

Promotion
In various situations and industries, the following extensions occur:

5. Package
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Purchase
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Process

In addition, the concept "4C" is also used, in which the emphasis is not so much on the

product and its production, on the consumer himself and on the benefits, that he receives:

1. Consumer
2. Convenience
3. Cost
4

. Communication
In addition, an alternative concept of "3C":

1. Company
2. Competitors

3. Clients

Initially the marketing mix included only 4 basic elements: the product, the price, the place
of sale and the promotion of the goods. This marketing mix is called the base model 4P:

product, price, pace, promotion.

3.2.1 Product

The product is what the company offers to the market and the consumer. The product can be
either a physical product or a service. Product is the first, with which work begins on mar-
keting mix. A successful product is always built on understanding and meeting the important

needs of the target market.
Solutions that should be reflected in the marketing strategy at the "product" level:

e Symbolism of the brand: name, logo, corporate identity
e Product functionality is the necessary and unique properties of a product or service.
In more details, the functionality of the product will help to understand the levels of

the product - see Product
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3.2.2

The necessary level of product quality is from the point of view of the target market.
The quality of the product must be built on the perception of consumers. (For exam-
ple, for some consumers, the quality of bread is manifested through taste and smell,
and for others, through the sort of wheat used to make bread.)

Appearance of the product - style, design, packaging

Variability or product range of the product

Support and service level

Price

Price is an important element of the marketing mix, it effects the final profit from the sale of

the goods. The price is determined based on the perceived value of the goods by the con-

sumer, the cost of the product, the prices of competitors and the desired rate of return.

Solutions that can be reflected in the marketing strategy at the "price" level:

3.23

Pricing strategy for entering the market

Retail price - it is necessary to relate the selling price to the desired retail price, if the
company is not the last link in the sales chain. (The selling price goes through a
number of mark-ups before the target consumer reaches VAT, the margin of the
wholesale link, the margin of the retail network, etc.)

Pricing for various sales channels. Provides different price levels for different links
of the sales chain, for different suppliers (for example, discounts for volume, bonuses
for large wholesalers, etc.)

Batch pricing provided for the simultaneous sale of several products of the company
at a special price level

Availability of seasonal discounts or promotions

The policy regarding promo-events (conditions for granting discounts, maximum and
minimum levels of discounts, the frequency of promotional events, etc.)

The possibility of price discrimination

Place

The place of sale ensures the availability of the product for the target audience and means

that the goods of the company must be present on the market in the right place (where the

target consumer can see and buy it) at the right time (when the target consumer needs to buy

it). In other words, the place of sale is the company's distribution model.
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The decisions that can be reflected in the marketing strategy at the "place of sale" level:

e Markets on which it is planned to sell goods (including the strategy of geographical
expansion)

e Distribution channels through which the goods are planned to be sold

e Type of distribution (exclusive, limited list of dealers or unlimited distribution)

e Terms of distribution of goods (discounts and bonuses for dealers, requirements for
the laying out of goods for dealers and penalties, etc.)

e The conditions for laying out the goods and the laying rules (shelf level, target shelf
share, number of facings on the shelf, duplication of facials, mandatory assortment,
etc.)

¢ Inventory management and logistics (level of insurance stocks, requirements for ex-

piration dates, etc.)

For a physical commodity distribution channels can be the following: hypermarkets, super-
markets, grocery stores near the house, markets, specialized stores; wholesalers or retailers;

e-commerce; direct sales or network marketing; sale by catalogue, etc.)

3.2.4 Promotion

In the context of marketing mix, promotion is understood as all marketing communications,
which allow to attract the consumer's attention to the goods, to form knowledge about the
product and its key characteristics, to form a need for purchase of goods and repeat pur-

chases.

Promotion includes such marketing communications as: advertising, promotion in points of

sales, search engine optimization, PR, direct marketing and others.
Solutions that can be reflected in the marketing strategy at the "promotion" level:

e Promotion strategy: pull or push

e The required marketing budget and SOV in the segment

e Target values of knowledge, consumption and brand loyalty among the target audi-
ence

e Participation in specialized events and shows

e Communication channels through which it is planned to contact the consumer

e Geography of communication

e PR strategy and event-marketing
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e Brand Media Strategy

e Promo events during the year and promotions
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CONCLUSION

One of the objectives of the project was to determine the theory background for the business
plan creation. After detailed research we can see that there should be a specific structure of

a business plan for the clear understanding and easier perception.

In order to do the marketing research of the industry and competition on the market for the
strategy development we will use some analytical tools as: Benchmarking, PESTLE analy-

sis, SWOT analysis, Porter’s five forces analysis and so on.

It is also important to create 4Ps during business plan development in order to create a vision

of future business target audience and position on the market.
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II. ANALYSIS
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4 ANALYSIS OF THE CATERING MARKET

The world market of public catering in recent years increasingly strive to develop a segment
of healthy and vegetarian food, the largest turnover shows the large network facilities noted

in the "World Food Market Survey."

As experts say, the main trend of the catering market this year can be called a gradual rejec-
tion of fatty and harmful food, and, consequently, a drop in the popularity of so-called fast-
food establishments. Increasingly popular are the objects of fast food restaurant concept

called fast-tailed - something between fast food and an ordinary restaurant.

If we talk about global trends, then this year there are several. Firstly, more and more popular
in restaurants are recruiting dishes of their chicken meat and vegetarian dishes. Secondly,
the segment of healthy food actively develops with the offer in restaurants of dishes from
the germinated grains, for example, or the food prepared on pair. Thirdly, consumption of
soups and drinks from fresh fruit is increasing. Another trend is the offer of bonuses to attract
customers. Some restaurants as a gift increase the portion, some offer huge discounts for re-
visiting their institution or for companies more than 3-4 people. The segment of premium

class is actively developing - even fast food restaurants pay special attention to gourmets.

And finally, the latest trend is the rapid development of the fast-food restaurant concept,
called fast-casual. This is a kind of transitional format between ordinary restaurants and fast
food establishments. This segment includes sushi bars, and pizzerias and all kinds of restau-
rants of national cuisines, where they serve quickly, but the menu is varied and with a bias

in healthy food.

According to experts, this format of catering establishments will become increasingly pop-

ular, gradually supplanting, replacing fast food establishments.

4.1 Analysis of catering market in Czech Republic

If we talk about the Czech catering market, then it is developing rapidly, according to a
market review. Every year thousands of tourists coming to Czech Republic. According to
Czech Statistical Office (CZSO), over 20 million people registered at tourist accommoda-
tions in the Czech Republic in 2017. This figure, which includes both domestic and interna-

tional tourists, represents an increase of 9.1% compared with the previous year.
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At the same time, there is a clear gradation in the Czech market - about half of its volume is
divided between restaurants of different classes and cafes, the remaining half is for various
kinds of coffee houses, canteens and snack bars. In regions, fast food restaurants are devel-

oping format - in the outback the fashion for healthy food has not yet reached.

It should be noted that there are still no clear requirements for the catering establishments
type in Czech Republic. Therefore, usually the specialization of a catering establishment is

determined based on its own positioning.

Given that public catering is traditionally considered one of the most profitable businesses
around the world, in Czech Republic there is no shortage of foreign investors wishing to
invest their money in the development of the restaurant business. Moreover, the presence of

foreign investors on the Czech catering market is increasing year by year.

The Czechs mostly visit restaurants twice a day. First one is at noon for lunch, and the second
is to celebrate something or meet with friends. Traditionally, Czechs eat the biggest meal of
the day at noon and people working in the cities go to restaurants for lunch almost every day.
Considering this fact most companies offer meal vouchers as additional benefits and almost

all restaurants offer a daily menu, the cost of which is about 100 CZK.

Catering market in Czech Republic experienced quick growth after 2016 that is connected
with growing GDP and lower unemployment. This situation led to an increase in consumers’
confidence and motivated them to spend more on leisure. Also there was an increase in tour-
ist coming to Czech Republic, especially to the capital city — Prague during last years (see
table 1). And this number is keep on growing sharply. The highest amount of tourists are

from: Germany, Slovakia, Poland and Russia.

Total 8,686,726 | 9,288,013 | 10,175,963
1 ™ Germany 1,749,276 | 1,879,754 1 1,954,833
2 EEm Slovakia 564,496 | 645,788 | 688,490
3 mmm Poland 467,285 | 543,247 | 578,465

4 B Russia 432,768 | 406,410 | 551,191


https://en.wikipedia.org/wiki/Germany
https://en.wikipedia.org/wiki/Slovakia
https://en.wikipedia.org/wiki/Poland
https://en.wikipedia.org/wiki/Russia
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5 = United States 507,376 | 511,629 | 539,023

6 B China 285,404 | 354,799 | 491,648

7 =I= United Kingdom | 441,516 | 470,643 | 470,576

8 ®. South Korea N/A 322,108 | 417,438
9 B B 1taly 371,686 | 368,851 |392,861
10 m— Austria 268,961 | 283,608 | 292,420

Table 1: Number of visitors coming to Czech Republic by nation

However, in as well 2016, there was the introduction of electronic evidence of income
(EET), which was launched in December 2016 for most categories of consumers catering.
Businesses had to invest in the purchase or modernization of cash registers and the estab-
lishment of Internet connections. The costs were significant for many small businesses, and
the compensation in the form of VAT decreased to 15% for public catering products was not

considered as receiving equal adjustments.

Mainly the major players on the market are remaining from fast food operators. Leading
player on the Czech market is remaining McDonalds and AmRest group, both belongs to
fast food area. However, the trend for health food is starting to increase on Czech market as
well as it is already popular in some other countries. There are a lot of new restaurants as

well as fast food positioning on healthy food mainly.

The independent restaurants also contributed strongly to the market growth during last years.
However, during 2016 a lot of foodservices were closed due to law change with implemen-
tation of EET. Individual restaurants were more impacted by these changes as they typically

have poorer infrastructure than chained ones and needed to take more investment.

Catering market of Czech Republic will keep on growing due to forecasts and consumers’

willingness to spend money will drive this market.

4.2 Analysis of catering market in Prague

Prague catering market is developing very sharply. There always opening new restaurants

and bars but the demand is still very high. If you will go to the restaurants in the evening


https://en.wikipedia.org/wiki/China
https://en.wikipedia.org/wiki/United_Kingdom
https://en.wikipedia.org/wiki/South_Korea

TBU in Zlin, Faculty of Management and Economics 48

even during work days it is very high probability that all tables will be booked, especially in

the popular places. What is making catering market attractive for foreign investors.

There is no clear establishment for catering requirements in Prague. There are a lot of dif-
ferent foodservice from the cheapest ones to the very expensive ones. But most of the res-
taurants and bars are oriented on the medium pricing. Considering that there is no particular
type of the restaurant popular on the market, businessmen are trying to find the available
niche for starting their business. However, we can highlight that franchising fast food is still

having leading positions on the catering market.

As were already mentioned above there are some new modern trends that are getting popu-
larity in Prague as well. One of these trends is healthy fresh food. There were some new
Salad restaurant opened recently including: Green factory, Green Salad Day, UGO salaterie
and so on. Another trend is so-called fast-casual that is mixed of fast food and restaurant.

There are already some fast-casual food services in Prague like Running sushi.

The entry barriers on the market are not so high, that results in a big competition on the

market.

4.3 Benchmarking

Benchmarking is the process of comparing activities with the best companies in the market
and in the industry with the subsequent implementation of changes to achieve and maintain
competitiveness. Benchmarking is joint or competitive. Various forms of social media are

beginning to affect many business processes. In this sense, benchmarking is no exception.

For the restaurant business it is important to create a benchmarking of direct competitors
who serves similar food and has similar positioning as yours, but also we should consider

that there are also restaurant that can be a substitutes (indirect competitors).

4.3.1 Direct competition

As our direct competitors we can consider restaurants that serve Ukrainian cuisine or/and
other Slavic cuisine (including Russian, Slovak and so on.). The closest and most dangerous
competitors for us are Loft No. 8, Havlickova restaurace, bistro Vale¢ek and Restaurace

Kompot.

1. Loft No. 8. Type of cuisine: Ukrainian, Mediterranean, Oriental. Average Cost: 500

K¢ for two people (approx.) for dinner menu with alcohol, 240 K¢ for two people
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(approx.) for lunch menu, 30 K¢ for a pint of beer (approx.). This restaurant has very
good location in the city center on the touristic area. Also the service is on the high
level, but the prices are higher comparing with other competitors. As we can see from
table 2 Loft No. 8 is the best player on the market serving Ukrainian cuisine.
Havlickova restaurace. They are serving Czech, Ukrainian, Russian and Slovak cui-
sine. Average Cost: 850 K¢ for two people (approx.) for dinner menu with alcohol,
400 K¢ for two people (approx.) for lunch menu, 38 K¢ for a pint of beer (approx.).
The prices in this restaurant are quite higher than in Loft but the service and food is
not much better. It is located in the city center as well that gives an opportunity to
target on tourists as well.

Bistro Valecek. Is not located in the city center and it is main advantage on the market
low prices (approx. 420 K¢ for two). However, they are not offering lunch menu and
they can lose some customers during the lunch time as they can eat for the same price
at the higher level restaurant.

Restaurace Kompot. Almost the same prices as in Loft but a bit higher. Location in
the very populated area close to city center. And they are offering Russian, Ukrainian

and also Italian cuisine.

Benchmarking (direct competition)

Our busi- Havlickova | bistro Restaurace

ness Loft No. 8 | restaurace | Valecek | Kompot
Quality of service 6 8 7 5 7
Level of price 7 5 4 8 7
Communication 9 9 8 5 8
Locations 7 9 8 4 6
Brand 1 8 5 6 8
Marketing 9 8 6 5 8
Experience on the market 1 5 4 6 7
Total 40 52 40 39 51

Table 2: Benchmarking (direct competition)

After analyzing our direct competitors, we can see that the best players on the market are

Loft No. 8 and Restaurace Kompot. We can say that they are quite similar in marketing

strategy and positioning and both are very successful.
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4.3.2 Indirect competition

To have a complex picture of the restaurant market in Prague we will analyze our indirect

competitors. These restaurant has similar medium prices and are mostly located close to city

center but they are having different cuisines.

Benchmarking (indirect competition)

. Marina . Potrefena Pizza Planet T.G.I.
Our business |Grosseto Bruxx Dish ) Kobe S
. Husa Coloseum  [Sushi Friday's
Ristorante
Quality of service 7 9 8 7 5 6 9 8 8
Level of price 7 4 5 6 7 7 5 5 7
Communication 9 7 7 8 8 8 6 7 6
Locations 5 8 7 6 9 9 7 9 8
Brand 1 8 7 5 9 9 7 6 9
Marketing 9 7 8 8 7 7 6 6 7
Experience on the market 1 6 7 4 8 8 5 6 7
Total 39 49 49 44 53 54 45 47 52

Table 3: Benchmarking (indirect competition)

As we can see from the table 3 the best players on the market are Pizza Coloseum and Po-

trefena Husa. Both restaurants have several locations in different city areas. First one is Ital-

ian restaurant and second one is mostly Czech and European cuisine. They got this position

on the market mostly due to their big experience and multiple locations in popular city areas.

Also they already got quite strong brand and are well-known in Prague and some other cities

in Czech Republic.

4.4 PESTLE analysis

In order to understand external factors that may have an impact on our business we will

develop PESTLE analysis. For the main factors will be taken: Migration, Internal political

issues, Demand on restaurants, Economic situation, Inflation, Purchasing Power, Unemploy-

ment rate, Competitors, Catering market, Consumer confidence index, Employment law,

General taxation issues, Trends on catering market, Population level, Consumer attitudes

and opinions and Environmental policy.

As it was already mentioned the most common tool for determining the macro-environment

factors that can affect your company is PESTLE analysis. It helps to identify and evaluate

environmental factors in 6 categories: P — Political, E — Economical, S — Social-Culture, T

— Technological, L — Legal and E — Environmental/Ecological.
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We will evaluate a potential impact of each factor. It can be H — High, M — Medium and L

— Low. Also will be determined a time frame of the particular factor’s impact on the business.

Time frame is divided as: 0-6 months, 6-12 months, 12-24 months and more than 24 months.

As well will be identified the type of impact (positive, negative or stable). Also it will be

identified if this impact is growing or decreasing or remaining the same. And finally we will

find out the importance of this factor for our business.

PESTEL ANALYSIS

Implication
PESTEL factor Note Potential impact | Tame Relative
Type|Impact| .
frame importance
POLITICAL FACTORS
The main countries imigratin are Ukraine, Slovakia,
Vietnam, Poland, Russia, Germany, Moldova and Bulgaria in
th 2017. Total ber of legal immi ts is about Critical
Migration eyear otal number of legal immigran 5|-sa ou - 6-12 | + - ' ritica
493,441 as on December 2016. The number of illegal importance
immigrants, mostly labour migrants, is estimated at
between 40,000 and 350,000.
Internal political| Supporting energy saing technologies, improvement of
. . . L 24+ + = Unknown
issues information to cutomers.
ECONOMIC FACTORS
Demand on Demand is rising sharply, mainly is due to improving " 0-5 BB - Critical
restarants economic conditions and growing purchasing power. importance
The Czech Republic has developed an advanced high-
Economic income social market economy and social policies that
) . support a welfare state. Since the 1990s, the country has L 6-12| + = Unknown
situation
become the most stable and prosperous of the post-
Communist states of Europe.
. . . . Un-
Inflation The avarage inflation rate in 2017 year - 2.45 % L 24+ = = .
important
Purchasing As of 2016, the Czech GDP per capita at purchasing power M 6-12 | + - Critical
power parity is $32,622, and $18,020 at nominal value. importance
Unemployment As of July 2016, the unemployment rate in the Czech
. . M 12-24| + = Unknown
rate Republic was the second lowest in the EU.
There a lot of competitors on the market with big
i dst keting butd di high Critical
Competitors experience and s ror.1g ma.r eting bu eman is very hig M 6-12 | = . ' ritica
and low entry barriers gives an oportunity to enter the importance
market.
Cataring market in Czech Republic is developing repidly
with a lot of new world trends. Market has a lot of players Critical
Catering market |with almost equal market share as the entry bariers are not M 0-12 | + < importance
so high. The research shows that market is very profitable o
and atracts a lot of foreigners.
Czech Republic Consumer Confidence Indicator is at a
Consumer
) current level of 3.60, up from 1.80 last month and up from -
confidance o L 6-12 | + = Unknown
index 0.90 one year ago. This is a change of 100.0% from last
month and -500.0% from one year ago.
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Personal income tax is paid by employees and small
businesses or so called self-employers. The personal
income tax rate is a flat rate of 15% (22% for incomes over
c. 1.2 million Czech crowns). Employers are obliged to
deduct tax advances under a payroll deduction scheme.

Safe environment.

General
S - Self-employers pay tax advances by themselves and file an 0-6 Unknown
income tax return every year to settle any differences
between the amount due and amount advanced. It is
possible to claim a tax exemption for a dependent child,
dependent spouse etc. A joint tax return of married couple
is not possible in the Czech Republic since 2008.
SOCIAL FACTORS
Trend in There are a lot of new world trends on the market and
. most popular in Czech Republic becoming: health food 0-6 Unknown
catering market )
trend, vegeterian, fast-casual.
With an estimated population of 10,623,897 at April 2018, Critical
Population level compared to 9.3 million at the beginning of the 20th 12-24 .
importance
century.
Czech consumers on catering market can be divided on the
two parts: one is mostly eat healthy food or vegeterians
Consumer and second one is that likes fast-food and fat food. First
attitudes and type is mostly immigrants and they are in minority, that is 6-12 Unknown
oppinions why it is more profitable to position on the second type of
consumers. However, this year the trend on healty food is
growing more and more repidly.
ENVIRONMENTAL FACTORS
Protection and sustainable use of resources,
. Climate protection and improvement of ambient air quality,
Environmental . Un-
: Protection of nature and landscape, 24+ .
policy important

Table 4: PESTLE analysis

4.5 SWOT analysis

SWOT-analysis is a method of strategic planning, which consists in revealing the factors of

the internal and external environment of the organization and dividing them into four cate-

gories:

e Strengths,

e Weaknesses,

e Opportunities,

e Threats.

We will create our SWOT analysis based on Benchmarking and PESTEL analysis that were

already developed. Benchmarking will be a source for Internal factors evaluation (IFE):

Strength and Weaknesses. And PESTEL analysis will be a source for creating External fac-

tors evaluation (EFE): Opportunities and Threats.
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4.5.1 Internal factors evaluation (IFE)

In the table 5 is shown first part of SWOT analysis is Internal factors evaluation. We can see
that among our Strengths are: first of all our Communication channels with customers that
will be described in more details below; also we will put lower prices compare to our com-
petitors — both, internal and external; as well we are planning to locate our restaurant closer
to the city center that we can attract tourists as well; and our last strength is marketing as we
are planning to invest more capital and efforts to the marketing in order to become more

well-known on the market.

Regarding our weak sides, it is: quality of service as our competitors have well trained per-
sonnel and we cannot compete with them in the beginning, however it might change with
the time as we will gain more experience; second weakness is our experience on the market
as our competitors are operation on the catering market for several years already and most
of them have several locations; and the last weakness is our bran because we are just entering
the market and presenting us to the customers, but we should take into consideration that it

will take time for the people to know about us.

STRENGTHS

Internal Factors Weight | Rating | Total
Communication 0.2 4 0.8
Level of price 0.1 3 0.3
Locations 0.05 3 0.15
Marketing 0.2 4 0.8

WEAKNESSES

Internal Factors Weight | Rating | Total
Quality of service 0.25 2 0.5
Experience on the market 0.05 1 0.05
Brand 0.15 1 0.15
TOTAL SCORE 1 2.75

Table 5: Internal factors evaluation (IFE)

4.5.2 External factors evaluation (EFE)

The second part of SWOT analysis is External factors evaluation (EFE) that is result of
PESTEL analysis. We can see our Opportunities and Threats in the table 6. Among the Op-

portunities that we can take to increase our Strengths and reduce Weaknesses are:
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Demand on the restaurants in Prague is keep on growing rapidly and it is not fully
satisfied.

Migration. The biggest group of immigrants in Prague are Ukrainians that is our main
target audience as we will serve Ukrainian cuisine.

Purchasing power of the people is increasing and make them spend more and the
leisure including restaurants.

Unemployment rate of Czech Republic is the lowest in Europe that also shows that
more people will go to the restaurants as they have a job.

Trend in catering market. We can take an opportunity from new trends on the market
and use them in planning the menu of our restaurant.

Population level is increasing that means there will be increase in demand.

Internal political issues. Czech Republic has stable political situation, however, it
will not influence our business strongly, it is better for doing business in the country

will stable political and economic situation.

On the other hands there are some Threats on the market described below:

1.

Employment law is quite complicated that may cause and additional expenses for

consultation with specialists.

2. General taxation issues. The taxes for entrepreneurs are quite high for doing business
in Czech Republic compare to other countries in Europe.
3. Competitors. There are a lot of players on the market, however, the demand is very
high and it reduces the threat of competition.
OPPORTUNITIES
External Factors Weight | Rating | Total
Demand on restaurants 0.15 4 0.6
Migration 0.08 3 0.24
Purchasing power 0.06 3 0.18
Unemployment rate 0.05 3 0.15
Trend in catering market 0.1 3 0.3
Inflation 0.03 2.5 0.075
Economic situation 0.1 4 04
Consumer confidance index 0.1 3 0.3
Cataring market 0.1 2.5 0.25
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Trand in cataring market 0.02 2.5 0.05
Population level 0.05 3 0.15
Internal political issius 0.01 2.5 0.025
THREATS
External Factors Weight | Rating | Total
Employment law 0.02 2 0.04
General taxation issues 0.1 2 0.2
Competitors 0.05 1 0.05
TOTAL SCORE 1 2.97

Table 6: External factors evaluation (EFE)

4.6 Porter’s five forces

"Analysis of Porter's five forces" includes three forces of "horizontal" competition: the threat
of substitutes, the threat of new entrants, industry rivalry; and two forces of "vertical" com-

petition: bargaining power of suppliers and bargaining power of buyers.
The threat of substitutes

Taking for consideration catering market in Prague we can see that threat of substitutes is
quite high as customers have big choice where to go. However, as we will serve Ukrainian
cuisine and if our customer is intending to try Ukrainian food he will not have very big
choice. But if the customer wants just to go to any restaurant the threat of substitution is very

high.
The threat of new entrants

As was already mentioned the entry barriers are not so high that shows in the fact that there
are a lot of players on the market and the threat of new entrants is very high. However, it
does not mean in this case that it will negatively impact the business if there will be new
player on the market. It will have strong influence in case of new entrant of our direct sub-
stitute (for example restaurant of Russian or Ukrainian cuisine) or it will have close location

to ours.
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Industry rivalry

Restaurant industry is quite competitive due to many players on the market, but if we con-
sidering huge flow of tourists the restaurants that are close to the sightseeing are having big
advantage among others. We can say that industry rivalry in Prague is not very high in the
city centre, however, in the areas that are far from city centre where there are a lot of tourists,

it is very high. Restaurants in such areas should put more efforts to the marketing.
Bargaining power of suppliers

Bargaining power of suppliers is not very strong in the catering market as it does not require
a lot of costs to switch from one supplier to another. The goal is to buy what is the best from
each supplier and provide a good quality of food. Mostly supplier will be chosen according
to the price it offers. However, some suppliers can have an advantage on that market. For

example, the supplier of organic food as there are not so many similar suppliers.
Bargaining power of buyers

If the customers are more powerful, they tendency to bargain increases, especially the price
sensitive customers, and as the result the prices might be forcefully reduced. Nowadays,
customers are better informed about the offers and food quality due to internet and social
media where they can check the reviews of the restaurant. That is why it is so important to
put more efforts on the social media marketing, digital marketing, internet marketing and so

on.
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5 BUSINESS PLAN OF UKRAINIAN RESTAURANT IN PRAGUE

The idea is to open Ukrainian restaurant in Prague as there are not so many restaurants of-

fering Ukrainian cuisine. However, there are a lot of immigrants from Ukraine.

5.1 Marketing Mix
Product:

Our product is the food and service that we provide to the customers of our restaurant. The
restaurant will be called “Khutorianochka” and will be designed in Ukrainian style. All the
waiters and waitresses will wear traditional Ukrainian dresses. The food will be from Ukrain-
ian and Russian cuisine. The average cost for one person will be 250 CZK and during lunch

110 CZK.
Price:

The average cost for one person will be 250 CZK and during lunch 110 CZK. The average
cost for the beer/soft drinks will be 30 CZK. It is medium Prague prices a bit lover then

average. We will position ourselves as medium class restaurant.
Place:

For the location we will chose area around city center. It will be Prague 2 or Prague 4. The

cost for the rent will be about 27 000 CZK per month.
Promotion:

We will promote our restaurant mostly on the social media, including: Facebook page,
VKontakte page (popular social media among Russian speakers), Instagram page, Youtube

channel and so on. Also, we will put an advertisement on the local TV and Radio.

5.2 Action Plan

According to IFE and EFE score, we can see that we have competitive advantage on real
estate market, but our main threat is that there are already a lot of players on the market that
have strong brands. We need to get the message across to people. We can choose aggressive

strategy to achieve that. That means our first step will be to focus on advertisement.

For having a restaurant in Prague it is also important to find a good location as it can attract

tourist to visit the restaurant as well. But as far as rent in the city center is too high, we will
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find a location somewhere in Prague 2 or Prague 4. It is still a touristic area but the price for

the rent is quite lower. We can choose one available place VySehradska St., Praha 2.

As were mentioned above the restaurant will be in Ukrainian style, serving traditional dishes
from Ukrainian and Russian cuisine. We will make a point on that as there only restaurants
on the market offering Ukrainian cuisine but they do not position themselves as traditional

Ukrainian restaurant.

We also would like to make a paragraph with healthy meals from bio grocery considering
the new trend of healthy lifestyle and healthy food. We will also offer a delivery of full day
ration food for the people on the diet. All meals will be calculated with advised amount of
calories and nutrition for the people on the diet. For this idea it will be necessary to hire a
professional but I suggest this is a good idea as a lot of people who wants to loose weight

does not have enough time to cook healthy food.
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According to the pricing policy it will be targeting middle class category of people. The

prices will be close to medium prices in Prague’s restaurants. It will be 250 CZK per person

for a meal.

Our target audience will be middle classed people, tourists, people who wants to eat healthy,

Russian speakers (as we will offer their traditional meals).

In order to attract more clients we will do following steps:

1.

A S

Online promotion:

Social media promotion: create the page on Facebook, Instagram, Vkontakte, Od-
noklassniki. We will post there news about our restaurant and upcoming events. Also
we will be posting picture of the food and form the events. We will pay for the com-
mercial on Facebook and Instagram that will be 3500 CZK per month.

We will create the website of our restaurant. Where we can also post some important
information about upcoming events and posting interesting pictures.

Trip advisor. Strive to have positive reviews on Trip Advisor based on the quality of
service, food and drinks.

Pay to google for premium lead, for the online searches to lead to our restaurant.
(3000 CZK per month)

Food bloggers out search. Promote the restaurant through the food bloggers.

We will participate in food festivals that are often in Prague

Leaflets in the area where the restaurant will be placed. In order to inform the people
leaving around and tourists about our restaurant. (500 CZK for leaflets).

We will place our menu at the entrance. In order people will be aware that we do not
have very high prices in our restaurant.

Delivery. We will have a food delivery to the home or to the office and it will be free
of charge if ordering on more than 500 CZK.

Organize national and traditional Ukrainian parties.

Negotiate with the offices provide them with special lunch offers.

Organize team-buildings or some celebrations for the companies.

Make special offers for the birthday’s celebration and weddings.
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6 FINANCIAL AND RISK ANALYSIS OF PROJECT
IMPLEMETATION

In order to identify if it will be profitable to open restaurant in Prague we need to make some
calculation of costs and our sources of revenues. After we will calculate BEP of the project
implementation and identify possible risks and how to avoid them.

6.1 Cost analysis and sources of revenue

First year we will have more costs than in the future as there some additional costs for pur-

chasing equipment, dishes, clothes and so on.

We will be renting already fully equipped restaurant in order to spent less for the initial

investment

Activities Cost (CZK)

Rent 27 000

Wages (for 5 waiters; 3 kitchen workers; 300 000
2 cleaning ladies; security; 2 administra-

tors; marketing manager; accountant)
Taxes 220 000

Clothes, dishes, glasses, cups and so on 30 000

Utility costs + Internet 8000
Legal consultancy 5000
Grocery + Alcohol and Drinks 30 000
Marketing 20 000
Total 640 000

Table 7: Costs for the first month

Activities Cost (CZK)

Rent 27 000
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Wages (for S waiters; 3 kitchen workers; | 300 000

2 cleaning ladies; security; 2 administra-

tors; marketing manager; accountant)

Taxes + Insurance

Utility costs + Internet

Grocery + Alcohol and Drinks

Marketing

Total

220 000

8000

30 000

10 000

595000

Table 8: Costs for the second month

According to the statistics in Prague we can say that during the first month we will have

about 1200 visitors per month (40 per day), taking into account crowded location that is

close to the city center. For the next months number of the visitors will grow due to our

strong marketing campaign.

6.2 Breakeven point and ROI

The breakeven point is the time when the total costs and revenue are equal to each other.

After this point, the company will be in profit.

Month

1

Cost

640 000

595 000

595 000

595 000

595 000

595 000

595 000

595 000

595 000

Revenue

300 000

338 000

375 000

450 000

488 000

525 000

600 000

638 000

675 000

Calculation

300 000 — 640 000

338 000 - 595 000

375 000 - 595 000

450 000 - 595 000

488 000 - 595 000

525 000 - 595 000

600 000 - 595 000

638 000 - 595 000

675 000 - 595 000

Profit/Loss

-340 000

-257 000

-220 000

-145 000

-107 000

-70 000

5000

43 000

80 000

ROI

- 0,53
- 0,43
- 0,37
- 0,24
-0,18
-0,12
0,008
0,07

0,13
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10 595000 715000 715000 - 595 000 120 000 0,20
11 595000 750 000 750 000 - 595 000 155 000 0,26
12 595000 800 000 800 000 - 595 000 205 000 0,34
total 7185000 6654000 -531 000 -0,07

Table 9: BEP calculation

In order to be in profit we need to have around 80 visitors per day in average, considering
that average bill is 250 CZK. However even if we see that after 7 months we will have a

profit if we calculate it for the whole year we will be still in loss.

6.3. Risk analysis

Risk management is the process of making and executing management decisions, overcom-

ing possible project consequences caused by its implementation.

Entrepreneurial activity is closely related to the notion of risk. For a successful existence on
a market, the entrepreneur needs to decide on the introduction of technical innovations and
on bold, non-trivial actions, and this increases the risk. Therefore, it is necessary to properly
assess the degree of risk and be able to manage risk in order to achieve more effective results

in the market.

In the table 10 I have evaluated the probabilities, importance, score and rating of the risks
that may impact on restaurant business. The probability of each risk is from 0 to 1, where 0
means no probability and 1 is very high probability. Importance of the risk is evaluated from
1 to 4, where 1 is unimportant or very low importance, 2 is low importance, 3 — important

and 4 means high importance.

RISK PROBABILITY IMPORTANCE | SCORE | RATING
Financial risk 0,5 3 1,5 5

Legal risk 0,6 4 2,4 1
Increasing tax cost 0,4 4 1,6 4
Increasing utility cost | 0,3 2 0,6 10
Ul.lable to pay to sup- 0,7 3 2.1 )

pliers

Bad reviews 0,7 3 2,1 2
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Insufficient amount

of customers per 0,5 4 2,0 3
month

Problems with elec-

tricity 0,5 2 ! 7
Fire 0,3 3 0,9 8
Insufficient amount of 0.6 1 0.6 10
grocery and supplies ’ ’

Thefts 0,2 4 0,8 9

Table 10: Risk analysis

The analysis of each risk and how to avoid them is shown below:

1.

Financial risk means that there will be insufficient amount of capital to cover the
costs. In order to avoid this risk, we should pay attention on the number of satisfied
clients and on how to reduce costs by implementing new solutions and technolo-
gies.

Legal risk is the risk connected with law and legal aspects of the business. On the
first stages of the business it will be necessary to consult with the lawyer to have all
documentation in order to avoid such risk in the future.

Increasing tax costs. It can lead to the unexpected spends that can cause the losses
and change in BEP. In order to avoid this risk there should be some planned budget
for these unexpected costs.

Increasing utility costs 1s similar to previous risk as it will also lead to the same cir-
cumstances. And we can also avoid this risk by planning in advance some extra
budget, but for long term perspective we can implement some energy saving tech-
nologies.

Unable to pay to the suppliers. Suppliers are very important aspect in our business
as they are providing us with fresh grocery and drinks for our customers. We
should make strong relationship with the suppliers negotiating the terms for us that
will help us to avoid such risk. We can agree on special payment terms if we can
get a discount and delay in payment and choose the best supplier who will provide
the best conditions for us.

Bad reviews. You never can be 100 % secured from the bed reviews. The most im-

portant is not ignoring them, but answer to everyone. We need to show that we care
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7.

8.

9.

about our customers. Sometimes we can change the situation and convert bed re-
view into positive ones and to show to people that we can solve the problem. In
such cases bad reviews can be a benefit.

Insufficient amount of customers per month. It is very common situation for the be-
ginning of business as it is still not known among customers. That is why it is im-
portant to lunch strong marketing campaign in the beginning to let people know
about us. This situation may occur also in decline, after some period of time, and it
is very important to keep people interested in our service by creating some dis-
counts, special offers, shows and so on.

Problems with electricity. It can always happen as a lot of electrical equipment is
used on the kitchen. If this situation will happen we can create a special dish that
can be served cold and cooked without electricity and put candles on the tables that
can also transfer this situation to the beneficial for us.

Fire. It is common risk for most of the business but more probable for us as we are
working with fire at the kitchen. To avoid problems with fire we should follow all

the instructions given by state and create a safety program.

10. Insufficient amount of grocery and supplies. That can happen in two case: if there is

11.

a high flow of customers, what is actually good for us but they can be unsatisfied if
they will not be able to order some dishes from the menu.

Thefis. All thefts knows that there usually some cash at the restaurants. That is why
it makes it attractive for them. We can avoid risk of robbery by implementing

safety system with alarms.

12. Dirty kitchen. It is important to clean the kitchen at the restaurant everyday as it can

lead to very serious problems as infection, rats or insects and so on. Avoid this risk

is simply always keep the kitchen clean.

After analyzing the risks, we figured out that the most crucial for us are Legal risk, Increas-

ing tax costs, if we are unable to pay to the suppliers, bad reviews and sufficient amount of

customers per day.
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7 SETTING WHOLE STRATEGY USING BALANCED
SCORECARD METHOD

Balanced scorecard (BSC) is a tool for strategic performance management, a partially stand-
ardized form of reporting that allows managers to track the execution of tasks of employees,

as well as the consequences of execution or non-performance.

The goal we would like to achieve is: to become the preferred choice of the customers when

it comes to the restaurant selection in Prague.
In order to achieve this goal we will have to set small objectives in 4 areas:

1. Finance

2. Customer

3. Learning and growth
4

Processes
For the first, financial area we can set following objectives:

- Increase profit

- Reduce costs

- Higher turnover

- Minimization of cost for not satisfied customers

- Reduce business risk
For the perspective of the customers’ satisfaction our objectives are:

- Higher market share

- Customers loyalty

- Faster service

- Customers satisfaction

- Attract more new customers
At the learning and growth area:

- Increase of workers’ skills,
- Employees trained in foreign languages,

- Psychological skills.
And our objectives in the process improvement will be:

- Reduce number of customers in the queue
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- Efficient time management

- Efficient operation

The development of BSC model is shown on the Scheme 9 below.
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Finance
Objectives Activities Scale
Increase profit Increase number of the customers per day | Net Profit
Reduce costs More efficient operations Total cost

Higher turnover Increase number of customers Volume of satisfied clients

Minimization of cost for not satisfied customers Customers satisfaction Cost of not satisfied clients

Reduce business risk Analysis of deals Profitability
ﬂk
Customer
Learning and growth Objectives Activities Scale

Objectives Activities Scale Higher mar- | Building  brand | Market share
ket share awareness

Increase  of | Training Number of
ETRES il S Customers Benefits for re- | Number of

: loyalt turned customers | returned cus-
skills To become the VR

] tomers

Employees Language courses | Number of preferred choice

: : : Faster ser- | Implementation Average
trained in for- | for employees trained of the customers 12 g

—| vice of efficient soft- | time in ser-

eign lan- workers  in [ .
when it comes to

guages other VRN vice
the restaurant se-

languages . Customers Additional service | Number of
lection in Prague o »
Psychological | Psychological Number of satisfaction positive
skills training sutisfied feedbacks
customers Attract more | Find new partners | Number of
new custom- new custom-
ers ers
Processes
Objectives Activities Scale

Reduce number of customers in the queue

Train waiters

Number of customers in the queque

Efficient time management

Decrease time spend for each

customer

Average time spend for each cus-

tomer

Efficient operation

Implementation of ERP system

Time spend for each operation

Figure 9: BSC matrix
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CONCLUSION

The goal of the project was to develop clear business plan of the Ukrainian restaurant in
Prague, Czech Republic. The tools that were used are: Benchmarking, PESTLE analysis,
SWOT analysis (IFE and EFE), Porter’s five forces, BSC analysis.

The marketing analysis showed that there are several new trends developing on the global
market, that are slowly penetrating Czech Republic and especially Prague. These main trends
are healthy food and fast-casual. However, the strongest leaders on the market are still from

fast food providers.

The marketing research also showed that, although, there are a lot of players on the market
and some of restaurants are offering Ukrainian cuisine, but there is no specialized Ukrainian

restaurant that is opening a niche for us.

In order to be successful, we need to creating strong marketing campaign not to attract only
tourists but also people who are constantly leaving in Prague. We will need to have about 60
customers per day in order to be in profitable. However, I think it is real number due our

location at the sightseen area.

There are also planned some actions to be made in the marketing strategy in order to be
known among Prague citizens. Also the detailed vision of the restaurant design is formulated

together with target group and positioning on the market.

The project was also submitted to cost and risk analysis, Breakeven Point was calculated as

well and it shows that restaurant will start to give profit after 7 month.



TBU in Zlin, Faculty of Management and Economics 69

BIBLIOGRAPHY

Monographs

[1] ABRMS, Rhonda. Successful business plan secrets & strategies: America’s best-selling
business plan guide!. 6th edition. Palo Alto: PlanningShop, 2014. ISBN 978-1-
933895-46-8.

[2] JHA, Raghbendra, GAIHA, Raghav, DEOLALIKAR, Anil B. Handbook on food: de-
mand, supply, sustainability and security. Cheltenham: Edward Elgar, 2014. ISBN
978-1-78347-391-5.

[3] PRITCHARD, Carl L. Risk management: concepts and guidance. Fifth edition. Boca
Raton: CRC Press, Taylor & Francis Group, 2015. ISBN 978-1-4822-5845-5.

[4] CANT, M C a C van HEERDEN. Personal Selling. Claremont: Juta and Company Ltd,
2008, 280 s. ISBN 978-0-70-216636-5.

[5] CHANDRASEKAR. Marketing Management: Text & Cases. Noida: Tata McGraw-Hill
Education, 2010, 538 s. ISBN 978-0-07-106773-7

[6] CHOWHAN, Sudhinder S. Marketing of Services. Lulu.com, 2015, 112 s. ISBN 978-
13-2905-759-3.

[71 HAVALDAR, Krishna K.Industrial Marketing: Text and Cases. Noida: Tata McGraw-
Hill Education, 2005, 379 s. ISBN 978-0-07-058840-0.

[8] HOFFMAN, K, John E BATESON, Emma H WOOD a Alexandra J KENYON. Services
marketing: concepts, strategies and cases. 5th ed. Australia: Cengage Learning,

2015, 480 s. ISBN 978-1-2854-2978-6.

[9] MUDIE, Peter a Angela PIRRIE. Services Marketing Management. London: Routledge,
2006, 267 s. ISBN 978-0-75-066674-9.

[10] MULLIN, Roddy. Direct Marketing: A Step-by-step Guide to Effective Planning and
Targeting. 5th ed. London: Kogan Page Publishers, 2002, 180 s. ISBN 978-0-7494-
3677-3.

[11] RAO, Rama M. Services Marketing. Delhi: Pearson Education India, 2011, 546 s. ISBN
978-8-13-173225-0.

[12] SHARP, Byron. Marketing: theory, evidence, practice. 1st pub. South Melbourne: Ox-
ford University Press, 2013, liv, 609 s. ISBN 978-0-19-557355-8.



TBU in Zlin, Faculty of Management and Economics 70

[13] WINSTON, William a Frederick G CRANE. Professional Services Marketing: Strate-
gy and Tactics. London: Routledge, 2012, 146 s. ISBN 156-0-24-241-8

[14] YESHIN, Tony. Sales Promotion. Hampshire: Cengage Learning EMEA, 2006, 321 s.
ISBN 978-1-84-480161-9.

[15] PORTER, Michael, 1998. Competitive advantage: creating and sustaining superior per-
formance. 1 st ed. NY: Free press. 592 s. ISBN 0684841460

[16] KELLEY, James. Critical Path Planning and Scheduling: Mathematical Basis. Op-era-
tions Research, 1961, Volume 9, Issue 3, May—June, ISSN: 0030-3643

[17] KOTLER, Philip, KELLER, Kevin Lane, 2012. Marketing management. 14th ed. New
Jersey: Pearson Education Inc. 814 s. ISBN 0-13-210292-7

[18] HILL, Mark, 2013. Marketing strategy: the thinking involved. California: SAGE Pub-
lications, Inc. 335 s. ISBN 1-4129-8730-1

Journals

[19] LANKFORD, William M. Benchmarking: understanding the basics. The Coastal
Business Journal. 2002. Vol. 1, no. 1, p. 57-62.

[20] OMMANI, Ahmad Reza. Strengths, weaknesses, opportunities and threats (SWOT)
analysis for farming system businesses management: Case of wheat farmers of Shadervan
District, Shoushtar Township, Iran. African Journal of Business Manage-ment [online].

2011. Vol. 5(22), p. 9448-9454. ISSN: 1993-8233

[21] PRASNIKAR, Janez, Ziga DEBELJAK a Ale§ AHCAN,. Benchmarking as a tool of
strategic management. Total Quality Management & Business Excellence. 2005. Vol. 16,

no. 2, p. 257-275. DOI 10.1080/14783360500054400.

[22] BUTER, D. (2007). Business planning: A guide to business start-up (1st ed.). GB:
Taylor & Francis Ltd. doi:10.4324/9780080524580

[23] JOYCE, A., & PAQUAIN, R. L. (2016). The triple layered business model canvas:
A tool to design more sustainable business models. Journal of Cleaner Production, 135,

1474-1486. doi:10.1016/j.jclepro.2016.06.067



TBU in Zlin, Faculty of Management and Economics 71

[24] TURKO, E. S. (2016). Business plan vs business model canvas in entrepreneurship
trainings: Acomparison of students’ perceptions. Asian Social Science, 12(10), 55.

doi:10.5539/ass.vI12n10p55

Electronic and other sources

[25] FADZIL, Intan a Khalilah A. HAFIZ. Applied Business Research (MBA) Customer
Experience. [online]. 2011. [cit. 2016-02-15]. Available from:
http://www.slideshare.net/khalilah586/applied-business-research-mba-customer-experi-

encel 60511

[26] Forbes Welcome. Forbes.com [online]. 2016. [cit. 2016-03-25]. Available from:
http://www.forbes.com/sites/danielnewman/2014/10/21/b2b-marketing-must-focus-on-11/

[27] GLOBALG.A.P. Certification. Globalgap.org [online]. 2016. [cit. 2016-03-25].
Available from: http://www.globalgap.org/uk en/what-we-do/globalg.a.p.-certification/

[28] How to achieve the effective promotional mix [online]. Berkshire: The Chartered
Insti-tute of  Marketing, 20009. [cit. 2016-03-18]. Available from:

http://www.cim.co.uk/files/promotionalmix.pdf

[29] ISO 9000 quality management - ISO. Iso.org [online]. [cit. 2016-03-25]. Available

from: http://www.iso.org/iso/home/standards/management-standards/iso9000.htm

[30] PEST Chart and SWOT Analysis. Edrawsoft.com [online]. 2016. [cit. 2016-02-20].

Available from: https://www.edrawsoft.com/pest-chart-swot-analysis.php

[31] Porter's Five Forces. Quickmba.com [online]. 2016. [cit. 2016-02-20]. Available

from: http://www.quickmba.com/strategy/porter.shtml

[32] Porter's Five Forces: Assessing the Balance of Power in a Business Situation.
Mindtools.com [online]. 2016. [cit. 2016-02-20]. Available from:
https://www.mindtools.com/pages/article/newTMC_08.htm

[33] SWOT Analysis: Discover New Opportunities, Manage and Eliminate Threats.
Mindtools.com [online]. 2016. [cit. 2015-02-20]. Available from:
https://www.mindtools.com/pages/article/newTMC _05.htm


http://www.slideshare.net/khalilah586/applied-business-research-mba-customer-experience160511
http://www.slideshare.net/khalilah586/applied-business-research-mba-customer-experience160511

TBU in Zlin, Faculty of Management and Economics

72

[34] Porter, M. (2014). The Explainer: Porter's Five Forces. Retrieved December 11,
2016, from
https://hbr.org/video/3590615226001/the-explainer-porters-five-forces


https://hbr.org/video/3590615226001/the-explainer-porters-five-forces

TBU in Zlin, Faculty of Management and Economics

LIST OF ABBREVIATIONS

AMA American Marketing Association

BSC Balanced Scorecard

BEP Breakeven point

CZK Czech Crowns

EUR euro

KPI Key Performance Indicators

SWOT  Strength Weaknesses Opportunities and Threats

PESTEL Political, Economic, Social, Technological, Legal, Environmental



TBU in Zlin, Faculty of Management and Economics 74

LIST OF FIGURES

Figure 1: Classification of business plans for business objects................cccvveveininn... 18
Figure 2: Benchmarking Value Cycle..........ccooiiiiiiii e, 22
Figure 3: PESTLE analysis PrOCESS. ... cuutuutententtttenteteateteateeeenteeeatenieeneenanns 24
Figure 4: SWOT analysis development............o.oiuiiiiiiiiiiiiiii i 26
Figure 5: Porter’s five fOrCes. ....ouuiii i e 28
Figure 7: Balanced Scorecard.............oooiiiiiiiiii 33
Figure 8: Marketing mixX (4 PS)......oiiiiiiii e 38

Figure 9: BSC matriX. ... o.uoneniit it 67



TBU in Zlin, Faculty of Management and Economics 75

LIST OF TABLES

Table 1: Number of visitors coming to Czech Republic by nation.............................. 47
Table 2: Benchmarking (direct COMpPetition)..........c.vviuiiiniiiiiieiieiieeiieeiieeeiaeennnns 49
Table 3: Benchmarking (indirect competition).............cvvuiiiiiiiiiiiiiiiii e, 50
Table 4: PESTLE analysiS.......couiiuiiiitiitiit ittt e eaa e 52
Table 5: Internal factors evaluation (IFE)..............oooii e 53
Table 6: External factors evaluation (EFE)..............oooi e, 55
Table 7: Costs for the first month...............ooi i 60
Table 8: Costs for the second month..............cooii e, 61
Table 9: BEP calculation. ..........o.oiiiii e 62

Table 10: Risk analysis........oouiiuiiiii e 63



TBU in Zlin, Faculty of Management and Economics 76

APPENDICES

Appendix I: HOUSEHOLD EXPENDITURE ON CATERING SERVICES IN CZECH
REPUBLIC FROM 2006 TO 2015, BASED ON VOLUME (IN MILLION EUROS)



APPENDIX P I: HOUSEHOLD EXPENDITURE ON CATERING
SERVICES IN CZECH REPUBLIC FROM 2006 TO 2015, BASED ON
VOLUME (IN MILLION EUROS)

Expenditure in million euros

6 000

5 000

4 000

3 000

2 000

1 000

47234

2006

4876.3

2007

4662.7

2008

4820.7

2009

4 699.6

2010

4827.2

2011

4712.7 4656.7 46403

2012

2013

2014

4786.4

2015



