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Abstract: Every business grows, develops and dieswithin itslife-cycle, dependent on its relations with the external and internal
environment. Its“flexibility” and ability to “influence” both the internal and external environment are indications of its“health”.
A healthy business is characterized by those parameters of its structure and behaviour that encourage its further development in
any given environment. The “health” of the business is determined by the level of its homeostasis with the internal and external
environment. Thiskind of health may reach various levels. It is therefore necessary to diagnose it, and to suggest changesin its
business strategy and individual parameters. The health of abusiness should therefore represent a prerequisite of effective
behaviour.
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Abstrakt: Kazdy podnikatelsky subjekt vznika, rozviji se a zanika v ramci svého zivotniho cyklu v zavislosti na jeho vzta-
zich k vnéj$imu a vnitinimu prostiedi. Schopnost ,,pfizpisobivost™ se a ,,ovlivilovat™ vnitini a vnéj$i prostfedi je pfizna-
kem jeho ,,zdravi“. Zdravy podnikatelsky subjekt je charakterizovan takovymi parametry své struktury a chovani, které
umoziuji jeho rozvoj v daném prostiedi. ,,Zdravi“ podnikatelského subjektu je ur€ovano urovni homeostaze podnikatelské-

kovat a ptipadné navrhnout zmény ve strategii podnikatelského subjektu a jednotlivych jeho parametri tak, aby jeho zdravi

bylo piedpokladem efektivniho chovani.

Klic¢ova slova: podnikatelsky subjekt, zdravi, vnitini a vnéjsi prostiedi, rozvoj, efektivni chovani

INTRODUCTION

Every business grows, develops and dies within its life-
cycle, dependent on its relations with the external and
internal environment. Its “flexibility” and ability to “in-
fluence” both the internal and external environment are
indications of its “health”. A healthy business is charac-
terized by those parameters of its structure and behav-
iour that encourage its further development in any given
environment.

The “health” of the business is determined by the lev-
el of its homeostasis with the internal and external envi-
ronment. This kind of health may reach various levels. It
is therefore necessary to diagnose it, and to suggest
changes in its business strategy and individual parame-
ters. The health of a business should therefore represent
a prerequisite of effective behaviour.

METHODICAL APPROACH

The aim of this paper is to suggest the methodological
process which would determine the “health” of a busi-

ness, and to propose the “therapy” for its effective be-
havioural development. This is based on methods of or-
ganizational systems theory and strategic management,
as well as the utilization of statistically obtained beha-
vioural norms of effectively acting organizational sys-
tems of business.

RESULTS AND DISCUSSION

The way a business behaves provides a basis for de-
termining its health, because it is the consequence of its
ability to adapt to the changes in the internal and exter-
nal environment and to appropriately influence both en-
vironments as a result of its own strategy. The criterion
of behaviour evaluation, its efficiency and thus the health
of the business is its comparison to the behaviour of the
most successful businesses operating under comparable
conditions (Hala, Whitlam 1997).

The process of diagnosis and health therapy of a busi-
ness can be performed in the following sequence:

A. Qualitative analysis of the current strategy
B. Quantitative analysis of behaviour
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C. Bvaluation of strategy and behaviour
D. Therapy proposal

Qualitative analysis of the business’s current
strategy

The basics of qualitative analysis of the business’s
current strategy is the analysis of both the internal and
external environment as well as the analysis of interests
groups by performing a SWOT analysis (Czerniawska,
Potter 1998). This procedure can be schematically depict-
ed in the following way (Figure 1).

The individual progressive steps are very arduous and
they demand utilization of the existing methods of stra-
tegic management (Band 1994). The description of the
factors of external environment analysis within the STEP
analysis may serve as an example.

The individual factors can be divided into the follow-
ing four segments:

Social

e includes factors connected with lifestyle and shared
values

o the subjects of analysis include for instance:

— demography
—incomedistribution

— popul ation mobility
—lifestyle

—leve of education

— attitudes to work and leisure

Technological
e includes factors related to the development of produc-
tion technology, materials, processes and know-how
o the subjects of analysisinclude for example:
—governmental expenditure on science and research
—new discoveries, inventions and patents
— transfer of technologies
—rate of production technology obsolescence

Economic
e includes factors related to the flow of money, goods,
services, information and energy
o the subjects of analysisinclude for example:
— development trend of gross domestic product
—businesslife cycle
—money supply, interest rate
—inflation/deflation
— unemployment
—availability of energy and energy costs

EXTERNAL INTEREST INTERNAL ENVIRONMENT
ENVIRONMENT ANALYSIS GROUPS ANALYSIS
ANALYSIS

e STEP analysis o Evaluation of the existing
e Scenarios strategy
e Analysis of industry e Value chain analysis

economic characteristics o Key processes analysis
e Analysis of industry driving e Vulnerability analysis

forces e Portfolio analysis
e Strategic maps e Balanced scorecard
e Analysis of competition o Key success factors
e Analysis of industry o Competitiveness analysis

attractiveness

v
MISSION AND
OBJECTIVES OF THE
BUSINESS
4—
Opportunities | Strengths and
and threats weaknesses

Figure 1. Qualitative analysis of the current strategy
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Political (political-legal)

e includes factors related to the distribution of authority
among people, including behaviour of home and fo-
reign governments

The subjects of analysisinclude for example:

— Government stability

— Foreign trade regulation

—Tax policies

— Monopoly legislation

— Environmental protection

B. Quantitative analysis of business subject’s
behaviour

The resulting behaviour of a business’s organizational
system depends on the level of the individual factors and
parameters, as well as on their sensible arrangement. The
quantification then results from expert evaluation by the
means of points score method, then from a conversion to
absolute values in the interval 0—1, and eventually from
an index expression of the real level of the individual
parameters in relation to the normative level.

1. Analysis of business’s organizational system
Every organizational process of a business, and thus
also every company, is connected with the external envi-

ronment by the means of inputs, represented by variables
(a) in Table 1. In the internal environment, it comes to

Table 1. Resulting behaviour of organizational system

material-energetic and information transformations in the
range of inner structures represented by structural vari-
ables (C). This is influenced by the company manage-
ment, represented by the variable (D). The inner trans-
formations are implemented through marketing manage-
ment (M) and it is manifested in the resulting behaviour.

The relationships of the organizational systems of busi-
nesses are diagrammatically shown in Table 1 and Fi-
gure 2 (below).

Materials and energies arrive to organizational systems
through inputs. These materials and energies are trans-
formed, together with the internal resources, by the
means of structural variables. This is done under the in-
fluence of company management variables and market-
ing management variables. The company and marketing
management variables are related to these processes by
way of a feedback system, where they function as buf-
fers that affect potential transformations by the values F
and R; where:

F=1-D
R=1-M

This means that the inputs are changed by Aa, which
is created by A a and A a
Aa=Fe
A a=Re

From the above proposition that, by exerting negative

feedbacks which are typical for all live organisms with
homeostatic behaviour, the following may be deduced:

External environment a
Organizational system of businesses and/or companies Natural — technical and human resources C
Company management variable D
Marketing management variable M
Resulting behaviour e
a
> <
A.a Ara
C
M D
Ve
Figure 2. Factors affecting behaviour of organizational systems
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e=ClaA a+A a)]=ClaFe+Re)]

from which:

C
““lrcF+r)"

where:

e — resulting behaviour variable

a — external environment variable
F =1 - D — company management variable
R =1- M — marketing management variable
C — structural variable.

Every strategy must also respect the time factor, which
applies throughout all the processes and transforma-
tions. It plays a much bigger role in material-energetic
transformation processes than it does in information pro-
cesses. The time delay evident in the behaviour of orga-
nizational systems in companies, and represented by the
delay from introduction of a change to its demonstration
is very important.

This kind of delay can be concluded from the model of
behaviour (e), which can be expressed in whichever
point in time (¢) as the sum of the balanced state and the
variance from this state:

€

Z%—[C(F*'R)]t “Jo

where:

e, —value of the resulting behaviour in the respective year

f, - initial variance of the resulting behaviour from the target
state

This relationship implies that the state of balance cor-
responds to the maximum utilization of all conditions,
which means to the target state from which it differs, by
the variance. In accord with the principle of homeosta-
sis, the organizational system progressively eliminates
variances during the time series, by increasing the re-
sources’ utilization. If the environment and its conditions
are changed, utilization of these conditions can be then
understood as the target state, and the current state is
then regarded as a deflection from the balanced state.

The resulting variance (f)) must then be eliminated.
This results in the time delay itself.
This time delay can be thus concluded from the relation:

;= logfi ~log f,
log[C(F + R)]

where ft — final variance from the target resulting behaviour.

The purpose of the above relationship is to draw at-
tention to:

—Theinertia of the individual processes,

— Thecreation of harmony among theindividual measures
in the legislative sphere, and thus forming precondi-
tions for handling all areas of organizational systems
(otherwise the prevailing operating style remains — as
well as the old production criteria, social criteria, and
economic criteria)

— The necessity of introducing immediate changes, so the
desired behaviour happenswithin arealistic time delay

Delimitation of company behaviour factors
The relationship

C-a 1/
e=— o —[C(F+R) -

1+ C(F +R) e+ &)1,
implies that the individual factors are inevitable to quan-
tify within the interval <0—1> and using the methods of
strategic management as well as theory of organizations.

External behaviour factors (a)

Among the external environment factors, there may be
included the following factors in compliance with the Por-
ter model (Figure 3).

2. Analysis of internal environment factors

Internal environment factors (C, D, M)

The level of internal environment factors influences the
level of transformational environments, and it is related
to the internal variables
— Structural variable (C)

— Company management variable (D)
— Marketing management variable (M).

Local community Company Government
Owners Firm Employees
Competitors Suppliers Customers

Figure 3. External environment factors of businesses
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The structural variable C is formed by the factors af-
fecting technical, organizational and operating capacity
of the organizational system elements.

Technical factors — affect the level of technical capaci-
ty, show the quality of technical facilities, provide for ef-
fective utilization of technical and natural resources, labour
productivity and reliability of processes (Hron 1992).

Technological factors — affect the level of organization-
al capacity, directly relate to the concentration of the
means of production, specialization of processes and
stability of the company behaviour (Hron 1992).

Stability of behaviour is conditioned either by diversi-
fication of adequately concentrated processes in unsta-
ble environment (inter-company specialization) or
sufficient concentration of a specialized process in sta-
ble environment (company specialization).

2.1. Factors of organizational and operational units
creation

During the creation of organizational and operational
structures of agricultural enterprises, there are all kinds
of factors evident. Among the crucial factors, it is impor-
tant to respect the following:

— environment in which the business is located and thus
theimpact of external forces,

—business size,

— character of basic activities,

—territorial allocation of the business,

— qualification of managers, managerial methods used,

— characteristics and costliness of theindividual manage-
ment activities,

—manageria philosophy of the managers, etc.

In general, these factors may be divided into:

1) Internal factorsthat influence mainly the size of organi-
zation units.

2) External factorsthat influencethe hierarchical arrange-
ment of organization units.

3) Integrating factors that condition the level of manage-
rial process within the organization units.

4) Make-up factorsthat respect the particular production
conditions of agricultural enterprises.

2.1.1. Internal factors
They characterizes the level of individual organization
systems’ areas of agricultural enterprises.

Technical capacity -v-

Characterizes the level of production-technical base-
line of agricultural enterprises and its “technical” facili-
ties that are expressible by the indicator of basic
resources value (agricultural production per hectare of
agricultural land).

Organization capacity -o-

Organization capacity of manual workers characterizes
the level of organization-economic area of enterprises
and expresses the amount of the means of production in
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various formulations controlled by a single manpower in
scope of production processes.

Span of control -g-

Span of control of the managers characterizes the level
of managerial superstructure within enterprises. It is ex-
pressed by the number of direct subordinates of a single
manager. This capacity affects the size of control units.
Optimal number of workers is 4—6.

2.2. External factors

The external factors affect the hierarchical arrangement
of organization systems as well as the mutual link-ups of
production, organization and control units.

2.2.1. Enlarged span of control coefficient -r-

This coefficient expresses the ratio between the size of
work organization units and control units in association
with the ratio of complexity and demanding of manageri-
al work of the managers in relation to their subordinates
within these units.

2.2.2. Number of organization and control levels -n-

This number is a prerequisite for the necessity of the
hierarchical arrangement of organizational structures
within agricultural enterprises, resulting from the span of
control of the managers, as well as from the necessity for
organizational breaks of communication arrays in the
managerial structures relative to the unpredictable be-
haviour of the managers.

The number of organizational and control levels can be
derived from the following relation:

= loga, —loga, —logp
log g

where:

a, - number of manual workers,

a, - number of workers at the highest level
p — enlarged span of control coefficient

q — span of control of the managers

2.2.3. Integrating factors

The integrating factor of agricultural enterprises’ orga-
nization units creation is the qualification of managers. It
represents their overall capability to perform the required
activity resulting from the job position. The individual
function positions within organization systems are rep-
resented by the complex of requirements and demands
for the managers, as well as by their qualification prereq-
uisites (Checkland 1981).

The qualification coefficient K simplifies the derivation
of qualification of managers:

D
K
D

S

n

where:

D - specialist preparation period that the worker comple-
ted, plus conversion of specialist experience period
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D, - specialist preparation period necessary for successful
performance of the particular activity, complemented
by the conversion of required specialist experience
period

Should the qualification coefficient include even the
influence of the specialist experience, it is necessary to
convert it to the specialist preparation period. The usual
ratio is 3—5 years of experience to 1 year of the specialist
preparation.

Qualification coefficient may actually arrive at three ba-

sic values:

a) K = 1, where the qualification dispositions correspond
to the qualification requirements

b) K > 1, where the qualification dispositions go beyond
the qualification requirements

¢) K <1, wherethe qualification dispositions do not reach
the qualification requirements.

2.2.4. Qualification structure of the organizational system

Whilst dealing with the qualification of managers, it is
possible to use additional auxiliary indicators — among
which there belongs the management efficiency coeffi-
cient K as well as qualification structure of organiza-
tion systems.

The management efficiency coefficient K enables
comparison between managers of different age and var-
ious positions, without considering the specialist prepa-
ration period they went through. This coefficient pre-
sumes that at higher executive levels, it is necessary to
have more managerial abilities than naturally developed
with age, and they culminate at about the age of 50
(Heene, Sanchez 1997).

_pln-s)

"y, =20

where: p — constant progression factor expressing the
length of time required for the executive to remain at the
individual functions long enough to get from the lowest
level of management to the highest one.

A
n

where:

Vp — productive activity age (about 40 years),

n  — number of management levels,

s —the actually held position,

V, —realage

Qualification structure of organization system

This is expressed by comparing the structure of quali-
fication dispositions of the managers (subjective qualifi-
cation) to the structure of qualification requirements for
the functional positions (objective qualification) charac-
terized by a specific amount of necessary knowledge,
skills and abilities.
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3. 1. Principles of selecting an appropriate structure
of organization and managerial structures

3.1.1. The appropriate basic type of organization struc-
ture can be estimated by judging the theoretical size (V)
and the real size (V) of organization levels. In order to
calculate the theoretical size, it is possible to use the pa-
rameters of management and organization capacity ac-
cording to the relation:

V,=a.q,ro
where :
q - span of control normative of managers for particular

conditions

n —number of management levels

r — enlarged span of control coefficient at the lowest
management levels

o —norm of organization capacity of manual workers

a, - number of managers at the highest management level

For a quick orientation it is possible to use:
1)if V,L V,, thentheterritorial type of organization struc-
tureisapplicable,
2)if V>V, thenitisappropriateto put inthe branch type
of organization structure.

3.1.2. The type of management structure can be derived

from the assessment of the number of management le-

vels, according to the average span of control of manag-
ers and from the requirements according to information
loss within the control process.

1) If the real number of management levels (n) matches
requirements according to the progress of information
loss (m) so that:
n<m
then the appropriate type is the functional type.

2) If the real number of management levels (n) does not
correspond to the requirements according to the
progress of information loss (m), which meansthat the
number of management levels is too big so that an
information bias within the control process occurs:
m<n

then the appropriate type is divisional type.

3.1.3. The appropriateness of the individual types of com-
plementary organization and control structures can be
extracted also from the theoretical size of the basic orga-
nization level or an organization unit dealing with a spe-
cific activity, even including the technical capacity (v):

V, = s,.0,-0.v.p

The pivotal reasoning comes from the fact that the real
size (V) of the basic level reaches values within the in-
terval 0-2 V, and at further enlargement, there must orig-
inate a new organization unit and thus from the
hierarchical point of view a further, higher organization
level.

That is why the appropriate type of complementary

structures can be derived from the following relations:
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1 V<05V,
2 05V, <V.<V,
3 V,<V,<15V,
4. 15V, <V,<2V,

Coordination-cooperation type
Project-integration type
Matrix-activity type
Program-task type

3.1.4. Utilization of the factors and the model of behav-
iour within resource-based and target-based approach to
management of a business

Within the resource-based approach the business
strategy is implemented via a business plan, by securing
new resources and parameters of the model (structural
variable, company management variable and marketing

management variable) in order to create conditions for

reaching the new — target — level of the resulting behav-

iour. Potential level of the target behaviour is attainable

after a certain time period, when the current factor param-

eters will be eliminated and converted to the desired level.
The time delay can be gathered from the relation:

log f, —log f,

 log[C(F + R)]

Within the target-based approach from the given mo-
del, it is possible to trace the necessary level of the indi-

A th‘ behavi YES
re the behaviour
variances within > No change >
tolerance limits?
i NO
— NO
Are the indicators —» Change indicators and parameters >
realistic?
i YES NO >
Are the variances caused | Y ES Are there problems .
by an incorrect strategy in the structure? YES Modify the structure—Jp|
implementation?
NO
Are there problems
l NO in people? YES —» Re-evaluate strategy ——p|
Are the variances caused YES .
—» Chose an alternative strategy >
by a wrong strategy?
i NO
Are the variances caused YES YES
by the external p Are the changes ‘
environment? temporary? NO—»  Modify the strategy ——— P
y NO
1? rihthi:/tarrﬁmlc escaused | ypg YES » Change the sources ——————»
et};virf)anntg Is it possible to <
' change the sources?NO p Change the strategy ———————p|
i NO
_ YES YES —®» Make the changes ———— ¥
Are the variances caused Isi .
. SN p Isitpossible to
by strategic decision f h 9 NO
making? perform changes? N

i NO

The mission is

inadequately formulated ————®Change the mission

Figure 4. Evaluation of strategy and behaviour
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vidual variables’ parameters in order to reach the target
level of resulting behaviour.

3. 2. Decision-making criteria for selecting purposeful
types of organization and control structures

Suggestion of criteria of creating organization units is
apparent from the characteristics of both internal and
external factors and it expresses:

A) Manageability of organization unit criterion with re-
gard to span of control of the managers (q), enlarged
span of control coefficient (o) and the number of or-
gani zation and management levels (n).

B) Production facilities of manual workers criterion, ex-
pressed by their organization capacity (0)

C) Basicfacilitiesof organization unit criterioninthemeans
of technical capacity (v)

D) Transformation (production) capacity criterion (s).

The introduced criteria may be used for the creation of
the theoretical size of organization unit indicator (V), that
can be expressed in correspondence with the criteria stat-
ed above:
ad A) by the number of manual workers

V= & a%p

ad B) by the number of hectares of agricultural land,
cattle units and units of measure

V,=2a.q.p.0

ad C) by the amount (value) of the means of production
V,=a.q.p.v

ad D) by the amount (value) of production
V,=a,.q".p.0s

These relations respect the resource-based approach.

C. Evaluating strategy and behaviour

The evaluation of strategy and behaviour itself can be
expressed by the decision-making diagram resulting from
a comparison of current and normative parameters, cur-
rent and expected strategy (Figure 4).

D. Suggesting therapy

The therapy suggestion itself does not include only
strategy formulation, but also the levels of parameters

and factors leading to the target behaviour. The imple-
mentation is, however, a complex process that respects
personnel management principles, technological, techni-
cal, organization and control factors of development, and
it creates a homeostatic relation to both the external and
internal environment.

CONCLUSION

Homeostasis between a business and its internal and
external environment is a reflection of its health. It is
therefore necessary to monitor the organizational system
and its individual parameters in each business, and to
compare it to the desired behaviour and desired level. In
this way, qualitative and quantitative analysis of its
structure and behaviour can be used for the evaluation
of strategy and for the proposal of solutions. The decid-
ing factor in diagnosing a business’s health and initiat-
ing therapy is the time factor and respect for procrast-
ination, but above all it is the manager’s and expert’s
qualification.
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