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Abstract: Zemspol, Desn4, Ltd is a large corporation engaged in various aspects of agriculture in the Czech Republic,
including agricultural production, the assembly, maintenance and repair of agricultural machinery, the production of
feed stuffs and feed mixtures,special agricultural services demanding special entitlement, business related matters and ac-
counting. This paper focuses on agricultural production. The farm manages 2 100 hectares of agricultural land suitable for
growing potatoes, although the largest area is used for growing wheat. The range of produce remains constant. Regarding
livestock, the corporation specializes in cattle with the steady head count 250 for the past 15 years. These are predominant-
ly red and white cattle, optimized for both milk and meat production. The average annual production is 1 350 000 litres of
milk and 250 tons of beef. The agricultural farm can be described as being a strong perfomer with a very stable base, good
reputation and very attractive products, both of crops and livestock. In order to keep this enviable status, frequent internal

and external environmental analyses are undertaken.
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Abstrakt: Spole¢nost Zemspol, Desna, s. . 0. podnika v odvétvi zemédélstvi v CR. Piedmétem jejthopodnikani je zemé-
délska produkce, vyroba, montaz a opravy stroji pro zemédélskou vyrobu, vyroba krmiv a krmnych smési, sluzby pro
zemeédélstvi vyzadujici zvlastni oprdvnéni, obchodni ¢innost a vedeni ticetnictvi a evidence. Vzhledem k rozsahu pri-
spévku byla pozornost soustfedéna na zemédélskou produkci. Spolecnost obhospodaruje 2 100 hektart zemédélské pady
v bramborarském vyrobnim typu, na kterych je produkovan stdle stejny sortiment komodit, na nejvétsi péstitelské plose je
péstovand pSenice ozimd. V Zivoc¢i$né vyrobé se spole¢nost specializuje na chov skotu, velikost zékladntho stdda se béhem
poslednich 15 let pohybuje kolem 250 kusd, prevdzné ¢ervenostrakatého skotu s kombinovanou maso-mléénou uzitkovosti.
Primérna produkce spole¢nosti je 1 350 000 I mléka a 250 t hovéziho masa ro¢né. Spole¢nost 1ze charakterizovat jako
silny podnik s velice stabilni zdkladnou, dobrym jménem a velice kvalitni nabidkou v rostlinné a zivocisné produkci. Aby
si tuto pozici udrzel, je tieba provadét pribézné analyzy vnitiniho a vnéjsiho prostredi.

Klicova slova: analyza vnitini prostfedi, hodnotovy fetézec, silné stranky, slabé stranky, rostlinnd vyroba, Zivo¢i$nd vyroba

Zemspol, Desn4, Itd.is a large corporation en-
gaged in various aspects of agriculture in the Czech
Republic, including agricultural production, assembly,
maintenace and repair of agricultural machinery, the
production of feedstuffs and feed mixtures, special
agricultural services, business related matters and
accounting. This paper focuses on the agricultural
production.

Zemspol, De$nd, Ltd. was founded on May 1, 1993
by four partners. All of them were top managers at
the Statek Des$n4d, a.s. and from the inception, the

company leased an eastern part of the area of De$né
s.p. In 1995, the leased property was privatized by
direct sale and Zemspol put its share to ZE-PO Desn4,
Itd. and established along with Kostelecké uzeniny,
a.s. the company Velkochov prasat, Desn4, a.s. After
2000, there were further changes and now there is
a single owner. The company obtained shares in the
Zemédélské druzstvo Petiin and business shares of
the Uhercice AGRO, Itd.

Zemspol, De$n4, Ltd. is predominantly a plant and
animal producer. Zemspol, Des$n4, Itd. is not only
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an economic contributor to the Southern Moravian
Region, but therein it also supports cultural, social
and sports- related activities.

The long-term goals entail strategic development
of the company as well as ensuring development in
both human and financial resources. With this goal
in mind, short term plans also include: ensuring trou-
blefree running of the company, providing adequate
financial resources for its continuance, developing
the working environment and improving the quali-
fication of its workforce.

Descriptions and analyses of the internal operations
of other Czech companies have been conducted by
Hron (2004), Chladkova (2006), Chladkovd, Kudova
(2005) and Kudova (2006a, b).

The aim of this contribution is to classify and analyse
the internal envirnomental factors of Zemspol, Des$n4,
Itd., with the use of value chains. This technique
enables us to define and distinguish the activities by
which the individual organizations differ and which
affect their profits, identify weak areas and subse-
quently make proposals for the future.

The paper is a part of the solution of the research plan
of the FBE MUAF in Brno (No. MSM 6215648904).

MATERIALS AND METHODS

The principle of value chain belongs to the new-
est approaches, which allow for classification of the
individual aspects of internal environment. The value
chain defines and distinguishes activities which busi-
ness is involved in and which have an effect on prof-
its. It presents a model which takes into account the
creation of a product and its elements.

The analysis of value chain in recent years has been
widely used as a means of describing internal activities
of an organization and their relationship to compe-

Secondary (supportive) activities

tition, its strength or its ability to provide valuable
products or services. Value chain distinguishes be-
tween primary and secondary activities, nevertheless,
the dominant activities are the primary ones — they
finalize the process (Porter 1996) — Figure 1.

The internal analyses of the business were based
on internal documents of the firm, advertising pro-
motional materials and the internet. The evaluated
seasons were 2003-2005.

RESULTS AND DISCUSSION

Zemspol Des$n4, Itd. is a modern agricultural con-
cern utilizing the most progressive technology in its
production. With 2100 hectares under production,
the soil under cultivation is that of the potato pro-
duction type (sub-type potato-corn) and in the area
of 450 to 510 meters above the sea level on heavy
argillaceous earth.

The company owns modern production lines. Its
agricultural machinery, given its outstanding effi-
ciency, is in service in other agricultural companies.
The annual average production of milk is 1 350 000
litres and 250 tons of beef.

The company’s production has been focused on the
particular production process, and thus any produc-
tion changes take a long time to implement. This is
given by virtue of the internal CR and the EU policies,
as well as agricultural structures. Each year, the com-
pany produces the same variety of commodities, with
minor exceptions based on the way the management
perceives profitability of the given commodities. These
exceptions, however, relate to low yield commodities
such as poppy seeds, caraway and clover seeds. This,
of course, is dependent on market demands.

The crucial decision to change the soil cultiva-
tion technology was made shortly after the company

Company infrastructure

Human resource management

Technological development

Procurement
Inbound | Operations | Outbound | Marketing | Services
logistics logistics | and sales

Primary activities

Figure 1. Value chain according to Porter

Source: Porter (1996)
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foundation. The company backed off the traditional
ploughing which was replaced by soil-protecting
technology so the main technological process used
in vegetable production is minimization process. The
technology is used for over 70% of soil preparation
and establishment of stands, furthemore, there are
application lines for both farm manures and industrial
fertilizers, heavy-duty machinery and for plant chemi-
cal protection which meet the strict requirements of
the State Phytosanitary Administration, harvesting
lines for cole-seed, grain, corn and ensilage maize,
transport technologies, etc.

In the area of livestock production, an automatic
tandem milking is used in a cow-shed with free sta-
bling, a new feeding line and a new line for manure
removal and bedding.

The changes occured also as a result of the unsta-
ble situation in the market with plant commodities
the production of which is connected to livestock
production as well.

Agricultural areas showed economic deficits in pro-
viding feed supplies and therefore Zemspol decided
to replace feed with grain, mainly winter rape-seed.
The current acreage of the individual crops has set-
tled on the values shown in Table 1.

Harvest areas of the individual crops fluctuate in the
period under consideration.The reason are changes
in marketability of the products.

The individual crops costs in the three monitored
years have a downtrend, the only increase occured in
winter rape-seed and lucern. The exercise prices of
nearly all commodities increased in the three years
(Table 2).

Comparison of the exercise prices and costs reveals
that the company makes profit in plant production.
Comparison of costs and revenues of winter wheat
as a crop grown at the largest area between 2003 and
2005 shows that the costs dropped by 31% while the
exercised price increased by 16%.

In the livestock production, the company special-
izes in beef-raising and milk production. The basic
herd size has stabilized at around 250 heads in the
last 15 years. It consists mainly of red and white cattle
used for combined meat and milk production.

As a part of the animal wealfare advancement the
stanchion housing has been rebuilt to places with
free bedding stabling which was made possible due
to the financial support from the SAPARD fund and
the SZIF-OP contribution. At free stabling, the ani-
mals’ comfort is at far higher level than in case of
stanchion housing. The experience suggests that this
way of breeding consequently improves the company's
economic performance both in milk production and
beef quality.

Evaluating the economic performance of“beef”
commodity, we must admit that beef shows a loss

Table 1. Acreage and yields of individual crops in ha and t in 2003-2005

Winter Winter Spring Ensﬂage Field peas Lucern Permanent Total
rape-seed wheat barley maize grassland
ha 340 700 460 140 100 120 100 1960
2003
t 425 2312 1881 3 840 222 960 1900 11 540
ha 360 650 450 130 100 120 100 1910
2004
t 905 4300 2100 5400 230 2520 145 15 600
ha 380 750 560 110 100 100 100 2100
2005
t 420 3500 2 500 1680 387 1104 1400 10 991
Source: Zemspol (2006), Company’s intradepartmental material
Table 2. Costs and exercise prices of individual crops in CZK/t
Winter Winter wheat Spring barley Ensqage Field peas Lucern Permanent
v rape-seed maize grassland
ear
exercise exercise exercise exercise exercise
costs . costs . costs . costs . costs . costs costs
prices prices prices prices prices
2003 5351 6400 2560 2500 1904 3000 571 2900 2403 3000 451 595
2004 3920 6500 1762 2800 1716 3100 494 2900 2082 3000 440 692
2005 5414 6000 1755 2900 1786 3150 466 2700 1953 3000 467 542

Source: Zemspol (2006), Company’s intradepartmental material
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although the exercised price increase between 2003
and 2004 was historically the highest:14.4%. The fact
reflects a strong influence of meat and substitution
commodities import. The loss is partially compen-
sated by the EU subsidies. Milk production showed
a loss just in 2003, the following years were profit-
able (Table 3).

The analysis carried out through the use of value
chain is useful for the company in specifying its in-
dividual activities needed to support the company’s
objectives. Nine strategic company’s activities constist
of five basic and four supporting ones.

Source operation management — The company
utilizes minimisation technology for soil preparation
and establishments of stands. Livestock is fed with
quality feedstuff.

Production management — The company utilizes
harvesting lines for rape-seed, grain, and ensilage
maize. The crop gathering is provided by modern
transport technologies. In livestock production,
the automatic tandem milking is mainly used in the
cow-shed with free stabling, a new feeding line for
manure removal and bedding. The company also
has its own high-quality machinery for detection of
dead poultry.

Outgoing operation management — Storage of
commodities is a matter of high importance for the
company engaged in livestock and plant production
and therefore accentuating highly this area. All the
production is transferred from storage directly into
the distribution network.

Marketing and sale — As the company uses only in-
direct distribution and sells its commodities through
the distribution network, it has its long-standing
consumers and does not need to be deeply involved
in promotion of its products.

Services — The company provides to its employees
various types of training, field trips to agricultural
exhibitions or to their suppliers’ production plants,
consulting service and programmes for employees.

The basic activities are connected with supporting
or secondary activities which can be divided into four
areas as follows:

Table 3. Costs, yields and exercised prices of milk and beef

Company infrastructure — The company ranks
among large companies, the organizational structure
is based on divisions by products and management
is the line type.

Human resource management — Remuneration
system supports the staff’s motivation on the basis
of timely and quality work. The selection of new em-
ployees is provided on the basis of job interviews.

Technological development — This area of secondary
activities is of a very high importance for the company.
It owns modern technologies, its mechanization is
utilized by other companies as well.

Securing resources — The company covers a part of
its feed provisions from its own sources (own crop). A
high stress is laid on the internal road infrastructure
needed for machinery transportation and internal
supplies.

Development of the basic financial indicators ac-
cording to profit and loss statements is shown in
Table 4. The data suggest that the company’s operating
results are positive, its level fluctuates within the years
in consideration. Calculation of the selected financial
analysis indicators showed that the company’s prop-
erty is not utilized optimally. At the solidity analysis,
the indicators of common solidity ranged above the
optimum level during the monitored years.

The analysis of the company based on the value chain
identified its strong and weak points as follows:

Selection of company’s strong points listed in

descending order of priority:

1. Strong position in the Czech market — The Zemspol
company has earned a very good position in the
market of agricultural commodities, its products
are supplied into the distribution network consist-
ing of strong companies.

2. Modern technologies — Zemspol, De$n4, Itd. is the
owner of state-of-the-art technology for all steps
of the production process.

3. Sole proprietor — This company’s strong point
allows for smooth running in the company’s deci-
sion-making processes.

" Milk (CZK/.l) . Milk yields Milk p;c::ltuction Beef (CZK/k.g) - Beef yields Beef pzz;ltuction
exercise exercise
(CZK) (CZK)
costs price (CZK) costs price (CZK)

2003 8.03 7.60 10 260 000 10 840 500 40.92 36.00 9 000 000 10 230 000

2004 7.14 7.75 10 462 500 9639 000 43.24 41.20 10 300 000 10 810 000

2005 7.62 8.25 11 137 500 10 287 000 47.48 43.15 10 787 000 11 870 000
Source: Zemspol (2006); Company’s intradepartmental material
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Table 4. Main items of the profit and loss statement (in thousand CZK)

Profit and loss statement item 2001 2002 2003 2004 2005
Revenues from sales total 49 245 81786 43985 58 723 46 578
Revenues from sales of goods 1368 10 447 1562 8 787 0
Revenues from sales of own products and services 47 877 71 339 42 423 49936 46 578
Intangible and tangible assets depreciations 5712 67 363 4777 3743 4950
Accounting for reserves 0 0 0 0 0
Costs interests 1643 -3 313 1033 810 553
Pre-tax operating results 15586 3585 2124 99 710
Taxed operating results 11 813 3525 2 124* 99* 710*

* The company has made use of the possibility to make regular deductions from the tax base in accordance with Act

No. 586/1992 Coll. on Income Tax, as subsequently amended.

Source: Némeckovd (2007), Zemspol (2006), Company’s intradepartmental material

4. Stable range of commodities — It consists of livestock
and plant production. In the area of livestock the
company focused on beef-raising and milk pro-
duction. The vegetable production concentrates
on winter rape-seed, winter wheat, spring barley,
ensilage maize, lucern and permanent grassland.

5. Customers’ loyality — The company not only has
a prominent market position due to its size but
also to the quality of its products. The company’s
customers are longterm customers and partners.

6. Staff satisfaction — Very good remuneration at all
posts, motivation system of bonuses and other
employee's amenities.

7. Work organization — Work organization and utiliza-
tion of all available capacities at certain time allows
the company to utilize its human and technical
resources very efficiently.

8. Promotion in the form of sponsorship of various
social, cultural and sports activities. This form
provides the company a suitable presentation and
the expected publicity.

9. Grants — The company monitors, applies for and
takes use of any possible subsidies provided by the
government or the EU.

Selection of company’s weak points listed in de-

scending order of priority:

1. Slightly higher company's available liquidity — The
company shows higher values than 1.7 between
2002 and 2005 while the recommended values are
1-1.5, which is more favourable from the creditors’
point of view, not so much for the owners.

2. Loss in beef production — The loss is most probably
caused by strong imports of meat and substitution
commodities.
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3. Low profitability in milk production — Milk produc-
tion showed loss only in 2003, the following years
were profitable (837 000 CZK/year).

4. Company’s Websites — Contain out-of-date infor-
mation.

CONCLUSION

An internal audit of Zemspol De$nd Ltd. is essential
for the company’s reception not only by the market
but by the general public as a whole. The company
is in a strong position with an extremely stable base,
enjoys a good reputation and produces very high-
quality plant and livestock products. Due to the links
with other companies where the owner has shares,
the company can share agriculture machinery with
a considerable financial advantage.

In evaluating the primary activities of Zemspol
Desna, Ltd., we can conclude that all of them are
presented. To achieve competitive advantage, it is
essential to manage operations on the input side
by minimizing ploughing to reduce costs, and to
use modern technology in production operations,
distribution and marketing.

As far as secondary activities are concerned, it is
essential for them to provide their own feed, to create
fodder reserves, to maintain technological develop-
ment by constant modernization of operations and
the use of new machinery. Most of the agricultural
machinery is supplied by Vaderstat, and the tractors
by Fent and Claas. In the area of human resource
management, the majority of the workers are in the
age category 26—35, which is rather unusual for a
farming business.
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The favourable initial conditions enabled the com-
pany to cope with the changes connected with acces-
sion of the Czech Republic to the European Union
and allowed it to focus its immediate attention on
the new laws and standards which came into force
at the time.

The internal audit has confirmed that the company’s
strong points outnumber its weak ones. This conclu-
sion means that Zemspol Desn4d, Ltd. is a troublefree
company with a stable basis. However, it should control
its available liquidity and update its web pages.
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