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ABSTRAKT

Tato bakalarska prace se zabyva sestavenim podnikatelského planu pro e-shop prodavajici
krmivo pro domaci mazlicky. Cilem této prace je vytvotit podnikatelsky plan a zjistit, zda je
realizovatelny. Prace je Clenéna na teoretickou a praktickou ¢ast. V teoretické casti jsou
predstaveny zakladni pojmy spojeny s podnikatelskym planem. Dale jsou vymezeny druhy
podnikani a popsany jednotlivé ¢asti podnikatelského planu. Prakticka ¢ast se zaméfuje na
vypracovani konkrétniho podnikatelského planu pro e-shop prodéavajici krmivo pro domaci
mazlicky. V této Casti je popsan produkt a jsou zde zahrnuty marketingové analyzy nebo
také financni plan pro tento e-shop. Posledni kapitola se zabyva zhodnocenim toho, zda je
plan realizovatelny.

Klicova slova: Podnikatelsky plan, e-shop, podnikatel, podnikani, analyza

ABSTRACT

This Bachelor’s thesis deals with developing a business plan for a pet-food selling E-shop.
The main aim of this work is to create a business plan and determine whether is it viable.
This thesis is divided into a theoretical and a practical part. The theoretical part introduces
the main concepts associated with a business plan. Furthermore, the types of businesses and
all the parts of a business plan are defined. The practical part is focused on developing a
business plan for an e-shop selling pet food. This part describes the product and includes a
marketing analysis or a financial plan for this e-shop. The final chapter deals with an
evaluation of whether the plan is viable or not.

Keywords: A Business plan, e-shop, entrepreneur, entrepreneurship, analysis
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INTRODUCTION

This Bachelor’s thesis aims to create a business plan for an e-shop selling pet food, namely
healthy food for dogs and cats, and assess whether it is viable. The topic of healthy pet food
was mainly chosen because I am a dog owner myself. A few years before, I became
interested in a healthy diet. After my dog’s persistent health issues, I have started discovering
more possibilities of a pet diet. | have tried some of the companies mentioned in the practical
part below, and the health conditions improved rapidly. The disadvantage is that all those
companies selling this type of food are based mainly in Bohemia. I have started cooking and
experimenting with this diet myself, and then the idea of a business came to my mind. I want
to create an e-shop selling this type of healthy food for dogs and cats and therefore make it
accessible for people in Moravia. The essential part is a well-prepared business plan covering
all the details.

This business plan is divided into two parts, the theoretical part, and the analysis. The
theoretical part focuses on the definitions of an entrepreneur, entrepreneurship, and more
legal forms. This part also introduces a business plan’s structure and describes each part in
more detail.

The analysis describes the business plan for the e-shop selling pet food, Mnamky.cz.
The structure is based on the theoretical part. The first part is the title page and product
description, where the reader gets to know the preliminary information about the business,
its location, logo, or the main product and its advantages. The industry analysis uses PEST
analysis and Porter’s five forces analysis. Furthermore, the market analysis contains the
description of the ideal customer and the SWOT analysis, which describes the business’s
strengths, weaknesses, opportunities, and threats. The last part focuses on the financials. The
main financial statements include a balance sheet, initial costs, estimated revenues, or cash

flow. The financial part is also an essential part that asses the plan’s feasibility.
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I. THEORY
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1 ENTREPRENEURSHIP

There are many definitions of business. According to Bolander, it is an organization
consisting of one or more people providing goods and services for the benefit of customers
and a community (2011, 5). Bolander also describes businesses as groups or organizations
that produce or sell similar goods or services (2011,5). Vochozka and Mula¢ describe
business as a continuous activity carried out by the entrepreneur independently under their
name at their own risk to make a profit by satisfying peoples’ wants and needs (2012,111).
People are in connection with businesses daily, either with sole proprietors or multinational
conglomerates (Bolander, 2011,5). Businesses can mainly be established to generate profit,
but several other businesses such as government or education provide important goods and

services for no profit (Bolander, 2011,5).

1.1 Entrepreneur

According to the Civil Code, a person is considered to be an entrepreneur if, on his account
and responsibility, independently carries out a gainful activity in the form of a trade or a
similar manner for profit (Act n0.89/2012 Sb. The Czech Republic, §420).

Although “to do so consistently for profit” is not always the main motivation for
entrepreneurs. There might be more personal specific reasons which reflect life
circumstances, state of mind, or previous experiences (Safrova,2019,15). Veber and Srpova
define an entrepreneur as a person who implements business activities under the risk of
enlargement or loss of their capital (2012,20). According to the Commercial Code, An
entrepreneur is a person doing business based on a trade certificate, a person registered in
the commercial register, or a person doing business under another license according to a
special regulation (Veber and Srpova,2012, 226-229).

Vochozka and Mula¢ define two types of businesses in the Czech Republic (2012, 116):

e Natural persons — Entrepreneurs, according to the Czech Trade Licensing Act, must
obtain a trade certificate. The Trade Licensing Act distinguishes two types of
licenses:

-Notifiable trades licenses- which are divided into unqualified, qualified, and
professional licenses. (Vochozka and Mula¢,2012,116)
-Permitted trade licenses (Vochozka and Mula¢,2012,116)

e Legal persons — in the form of an unlimited partnership, a limited partnership, a

limited-liability company, or a joint-stock company (Vochozka and Mulac,

2012,116).
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1.2 Enterprise

According to Vochozka and Mulac, an enterprise is any object which carries out an economic
activity regardless of its legal form, and it is an essential element of the national economy
(2012, 118).

According to Vochozka and Mula¢, the main functions are production functions
(2012,119). This might be a production of products and services, a supply function that
satisfies certain needs, and an economic function that maximizes profit (Vochozka and
Mula¢, 2012,119).

Vochozka and Mulac state that those enterprises are characterized by:

e legal autonomy,

e Dbeing equipped with assets,

¢ independence while making decisions about the scope of business and a legal form
of a business,

e business location,

e internal organization,

e cconomic independence displayed by doing business at their own risk, using foreign
capital, and using profit (2011,127).

Bolander states that every business should define its main objectives (2011,5). The first
one is the company's mission, why it exists, and its purpose. A company should also have a
certain vision for the future, which might be a big idea that the company aspires to. The third
objective is the value which identifies the main things that the company believes in, how it
treats its employees, customers, and community. Without a well-defined mission, vision, and
values, a successful business would be impossible to manage (Bolander,2011, 5). Veber and
Srpova identify the definition of enterprise as not that easy because there might be more
interpretations such as:

e Economic interpretation — an involvement of economic resources and other
activities to create added value (2012,16-18).

e Psychologic interpretation — defines it as an activity motivated by our need to
obtain something and achieve certain goals (Veber and Srpova, 2012,16-18).

e Sociological interpretation — defines it as looking for a way to better use of
resources and create new job positions and opportunities (Veber and Srpova,2012,

16-18).
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e Legal interpretation — Veber and Srpova use the same definition of an enterprise as

Vochozka and Mula¢ that is mentioned above (Veber and Srpova, 2012, 16-18).
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2 ESTABLISHING A BUSINESS

Before establishing a business, it is important to choose the right structure. Different
structures are often connected with different taxes or liabilities. (Bolander, 2011, 7)
According to Bolander, there are at least four important things that need to be considered
when choosing the right structure:

e Is it a for-profit company or not — this determines the ownership and how the
business is setted up (Bolander, 2011, 7).

e What is the Liability profile — to be protected against liability, person can either be
an entity with limited liability or have insurance to cover these issues (Bolander,
2011, 7).

e Investments — It is important to decide if it is a company that needs venture capital
or not because potential investors will want some control over the investment
(Bolander, 2011, 7).

e Partnership — the ownership and responsibilities must be considered (Bolander,
2011, 7).

According to the Civil Code, we distinguish a natural and a legal person (Act no.

89/2012 Sb. the Czech Republic, §18).

2.1 Natural Persons

According to the Civil Code, an entrepreneur is a person registered in the commercial
register. A person is authorized to conduct his business activities based on a trade or another
license (Act n0.89/2012 Sb. the Czech Republic, § 421). The Trade Licencing act states that
trade is not an activity of being a doctor, a dentist, a vet, an attorney, or an auditor (Act
n0.455/1991 Sb. the Czech Republic, §3). The general terms and conditions for trade
operations of a natural person are full autonomy or the consent of the legal representative
and a clean record (Act n0.455/1991 Sb. The Czech Republic, §6)

Vochozka and Mulac¢ state that the business of natural persons has its advantages and
disadvantages (2012,134). The advantages might be the low set-up costs or the independence
and freedom in decisions (Vochozka and Mulag, 2012, 135). Another benefit might be that
it is easy to set up and end trade and no initial deposit required (Safrova, 2019, 693-697).
Safrova identifies another advantage: the possibility of freely manipulating profits (2019,
693-697).

But as Vochozka and Mulac state, there are also many disadvantages, such as the high

risk for an entrepreneur because of the unlimited liability they have or the limited access to
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loans and high-interest rates (Vochozka and Mula¢, 2012, 137). As Safrova describes,
entrepreneurs are liable for their obligations and may lose his personal property (2019, 693-
697).

The personal income tax for a natural person is 15% and for natural persons with profits
higher than 1,867,728 CZK the income tax is 23% (Act n0.586/1992 Sb. The Czech
Republic, §16).

2.1.1 Trade Licenses
According to Vochozka and Mula¢, two types of licenses are distinguished according to the
Czech Trade Act (Act no. 455/1991 Sb. The Czech Republic, §116).

1. Notifiable trades license — when conditions are met, this type of trade might be
operated based on a notification (Act n0.455/1991Sb. The Czech Republic, §9).

e Unqualified — trades for which the Act requires no proof of professional or other
competence and only general conditions must be met (Act n0.455/1991Sb. The
Czech Republic, §25). According to the Czech Trade Act, Unqualified trades are
manufacture of textile products, glass manufacture, translation and interpreting,
photographic services, advertising, and marketing services (Annex No 4 to Act no
455/1991 Sb. The Czech Republic §25).

e Vocational — Professional competence for this type of trade must be documented by
proof of a due completion of secondary education with a certificate of apprenticeship
or school-leaving examination in a relevant field. Another possibility is proving
completion of higher education of relevant study program or six years’ experience in
the field (Act n0.455/1991 Sb. The Czech Republic §21).

e Professional licenses — their object of business is tobacco processing and
manufacture of tobacco products, manufacture of dangerous chemicals and its sales,
manufacture, and repair of body orthoses or work of an optician and construction of
structures (Annex No 2 to Act no 455/1991 Sb. The Czech Republic §23-24).
Education is the most important competence for almost every professional licensed
trade (Annex No 2 to Act no 455/1991 Sb. The Czech Republic §23-27).
Professional competence might be proved through a document on the recognition of
professional qualifications issued by the recognized authority by the Act on the
Recognition of Professional Qualifications (Act 1n0.455/1991Sb. The Czech
Republic, §24).
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2. Permitted trade licenses — operated based on permissions (Act n0.455/1991Sb. the
Czech Republic §9). These include production and processes of fermented spirits, consumer
spirits, and other alcoholic beverages except for beer or fruit wines or manufacture, sale, and
storage of explosives and military munitions. The State administration authority must permit

activities like these (Annex No 3 to Act no. 455/1991 Sb. The Czech Republic, §26-27).

2.2 Legal Entity

According to the Czech Civil Code, a legal person is an organized body whose legal
personality is provided or recognized by a statute and may, without regard to its objects of
activities, have rights, duties consistent with its legal nature (Act n0.89/2012 Sb. The Czech
Republic, §20).

Vochozka and Mula¢ state that a legal entity might have a form of an unlimited
partnership, limited partnership, a limited-liability company, a joint-stock company, a
cooperative, a foundation, or a non-profit organization (2012,117). The corporate tax for

legal entities is 19% (Act no. 586/1992 Sb. The Czech Republic, §21).

Unlimited partnership (v.0.s) — According to the Business Corporations Act, an unlimited
partnership is a company with at least two people participating in business activities and
managing its assets and are liable for its debts (Act no. 90/2012 Sb. The Czech Republic,
§95). The memorandum of association governs legal relations between the members, and
unless agreed otherwise, the business shares of the members shall be equal (Act no. 90/2012
Sb. The Czech Republic, §97). An unlimited partnership company doesn’t fill out the tax
return. Every member fills out their tax return after the profit distribution and uses the
personal income tax, 15% (Act no. 586/1992 Sb. The Czech Republic, §7).

As Veber and Srpova state, an unlimited partnership is the second most common form of
business for small and medium enterprises (2012, 232). The member can be either a natural
or legal person (Veber and Srpova, 2012, 232). Veber and Srpovéd define another
characteristic of this type of business which might be no need for an initial contribution
(2012,232-233). Safrova states that there are also certain personal risks connected to the
unlimited liability, for instance, when the financial circumstances between the partner differ

or are not clear (2019, 698-703).

Limited partnership (k.s.) — is a type of company where at least one member has limited

liability (the limited partner), and at least one member has unlimited liability (the general
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partner) for the company’s debts (Act no. 90/2012 Sb. The Czech Republic §118). The
business shares of the limited partners are determined according to the proportion of their
contributions (Safrova, 2019, 698-703). The company establishes a memorandum of
association that includes the specification as to which of the members is a general partner
and a limited partner, or their amount of contribution (Act no. 90/2012 Sb. The Czech
Republic, §124). There is no minimum contribution. Veber and Srpova state that the basic
characteristic of the Limited partnership is the ability to change their legal form to an
unlimited partnership under certain circumstances without going into liquidation (2012,233-
234). A Memorandum of association must be carefully established, and the general partners
and the limited partners must agree to change any part later if they want to do so (Veber and

Srpova, 2012, 233-234).

Limited liability company (s. r. 0.) — Czech Business Corporations Act defines it as a
company whose members are jointly and severally liable for company’s debts up to the
amount that they had not fulfilled their contribution obligation, according to the record in
the commercial register at the time when fulfillment was demanded by a creditor (Act no.
90/2012 Sb. The Czech Republic §132). A limited liability company establishes a
memorandum of association where members’ shares can be found (Safrova, 2019, 701-706).
Shares are determined according to the proportion of contribution (Act no. 90/2012 Sb. the
Czech Republic §133-142). Members are registered into the list of members kept by the
company. The minimum contribution is 1 CZK (Act no. 90/2012 Sb. the Czech Republic
§133-142). The company establishes the General meeting, one or more executives, and shall
establish the Supervisory board (Veber and Srpova, 2012, 234-235). All the members are
part of the General meeting and decide, about the changes in the registered capital, the
election of an executive, or distribution of shares, according to the proportion of their shares
(Safrova, 2019, 704-709). According to Veber and Srpova, other basic characteristics are the
limited liability of all members or the fact that it is more complicated to create and manage
the operations of a limited liability company (2012, 234-235). The contribution to the
company can also be non-financial (Veber and Srpova, 2012, 234-235).

Joint-stock company (a.s.) — a company whose registered capital is apportioned among a
certain number of shares (Act no. 90/2012 Sb. the Czech Republic §243). To establish a
joint-stock company must be adopted the Articles of memorandum which include the

company’s name and objects or activity, the amount of registered capital and the number of
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shares, as well as how many shares are subscribed by each of the founders (Act no. 90/2012
Sb. the Czech Republic §250). A company can choose from two internal structure systems.
A dualistic system in which a board of directors and supervisory board are established or a
monistic system where an administrative board and a statutory manager are established (Act
no. 90/2012 Sb. the Czech Republic §396). Another part of a company’s body is a General
Meeting. The registered capital of a joint-stock company must be at least 2,000,000 CZK or
80,000 EUR (Act no. 90/2012 Sb. the Czech Republic § 246). The basic characteristics of
this type of company are that Shareholders are not liable for the company’s debts or pay the
corporate tax, which is 19% (Veber and Srpova, 2012, 235-236). A joint-stock company is
complicated to create also because of the high initial capital, but it is complicated to manage

the operations of this type of company too (Veber and Srpova, 2012, 235- 236).
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3 STRUCTURE OF A BUSINESS PLAN

According to Veber and Srpovd, a business plan is a written document created by an
entrepreneur describing outside and internal factors connected with establishing a business
or function of an existing company (2012, 302-307). A business plan describes plans and
serves as a base for decision-making processes (Veber and Srpova,2012, 302-307). External
subjects like investors also analyze the business plan (Veber and Srpova,2012, 302-307).
According to Veber and Srpov4, a business plan should be:

e Understandable — our thoughts should be presented clearly in simple sentences.

e Logical — thoughts in a plan must be consistent and based on facts

e Thoughtfully concise — thoughts and conclusions must be concise, but all the

essential points must be included

e Accurate and realistic — the accuracy of the facts must be granted but also the

predictions for the future must be realistic

e Respecting the risk — it might be challenging to predict the future development, but

the risks must be identified, and the possible solutions to these risks must be proposed
(Veber and Srpova, 2012, 307-311).

According to Shelton, a business plan is “a formal document containing five key
elements which are business goals, the reasons why these goals are achievable, a plan for
reaching these goals, data about the product or service and information about the
organization” (Shelton, 2017, 23). A business plan is written not only to seek funding but
mainly it helps to decide whether to start a new business or not (Shelton, 2017, 25-26).
Another reason for writing a business plan might be to confirm that your idea is viable and
can result in a successful business in the future (Shelton, 2017, 47). Safrova lists another
possible type of business plan: a Lean Canvas by Alexander Osterwalder (2019, 145-148).
Lean Canvas is very popular among start-ups, and the main goal is to summarize the main
aspects of a business plan (Safrova, 2019, 145-148). The Lean Canvas is one paper divided
into sections such as costumers, possible problems and their solutions, or a pricing model
(Safrova, 2019, 149-151). The author decided to use the classical structure of a business plan

for more thorough analysis and description of all the parts of the business.

3.1 Title Page
According to Srpova, the title page is where the logo, name of the company, the name of the
business plan, and its author, members, and funders can be found. There can also be a

statement saying that information in this document is private and shall not be reproduced,
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copied, or distributed without the author's written consent (Srpova et al. 2011, 30-33).
According to Safrova, this section must look professional, neat, and well-arranged (2019,

171-174).

3.2 Executive Summary
Authors like Abrams or Shelton state that the executive summary is essential for starting a
new business. According to Abrams, a clear and strong executive summary is more
important than any other section of your business plan. It can make a vast difference whether
the plan will be considered by the potential investors or not (Abrams, 2019, 56). Morris
states that this part where an idea is summarized and help the reader create a picture of the
proposal before they get into the detail (2017, 215). Because it summarizes the whole idea,
the plan should be written first and then this summary (Morris,2017, 215). According to
Morris, the executive summary should be no longer than three paragraphs and use direct,
clear language and simple sentences (2017, 215). This part should be realistic and not shout
with enthusiasm (Morris, 2017, 215).

Shelton describes this part of a business plan as one of the shortest sections on which
the most time is spent (2017,69). According to Shelton, this part of a business plan is “an
ultimate elevator pitch, where the main idea is introduced, and background provided.

(2017,70).

3.3 Company Description

Before moving on to the more complex aspects of the business plan, the reader must be
informed about the basic details (Abrams, 2019, 68). This part should convey information
such as the legal form, ownership, products and services, the company’s mission, and what
this company wants to achieve (Abrams, 2019,68). According to Morris, choosing the right
business name is also essential. (2017, 113). Morris also states that the business name should
be expressive, memorable, and attractive (2017, 113).Cerveny says that when creating a
business plan and thinking about the business’s main objectives, the SMART strategy should
be followed (2014,142-143). According to this method, the goals should be stimulating,

measurable, acceptable, realistic, and timed (Cerven}'l, 2014,16).

3.3.1 Mission Statement
According to Abrams, the most challenging at this part might be developing a “mission
statement” that describes the company’s main goals, objectives, and principles (2019,68).

Abrams also states that this part should be a defining concept of your business, not just empty
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words but a statement that contains information about the philosophy, principles, and main
objectives (2019,70). Morris describes this chapter as a part where the main business is

described in a paragraph or even a few sentences (2017,216).

3.3.2 Product or Service Description

According to Abrams, at this part, the product or service offered should be described, and it
depends on whether it will be relatively short or an entire section of its own (2019,76). When
a completely new product or service is developed, a considerable amount of time should be
spent describing them because it might be an excellent way to seek funding from potential
investors (Abrams, 2019, 76). Veber and Srpova state that it is also important to present the
main functions and areas of product usage (2012, 319-324). It is unnecessary to describe all
the technical functions and get into much detail because it should be easily understandable.
Instead, the company should focus on the main description and mainly on the perspective of
the potential customers (Veber and Srpova, 2012, 319-324). Srpova states that there is an
opportunity to say what problem the product solves and its benefits (2011,34-39). The
product should have a competitive advantage and be beneficial for the customers (Srpova,
2011, 36-42). According to Shelton, having a competitive advantage may be the quality of a
product or service or proprietary features (2017,84). Shelton also states that this part is where
channels of distribution should be mentioned and might be included whether the company
plan to apply for any intellectual property, patents, or trademarks or not (2017, 83-85).
Having a patent is a benefit, and it protects the idea against competition and therefore secures

cash flow which is vital to the potential funders (Shelton, 2017, 83-85).

3.3.3 Business Location

Abrams states that it is important to describe the geographical area even if it is not assured
yet. (2019, 77). According to Shelton, things like the amount of space, building type, utilities,
access, parking, and visibility to the street should also be included (2017,116). Another
essential thing to include in this part is the opening hours. Knowing the potential customers
is important to decide what opening hours will suit the business the best (Shelton, 2017, 116-

117).

3.3.4 Management/Leadership
Depending on the business’s legal structure, the need for a board of directors, board of
advisors, or any decision-making authority or not must be considered (Shelton, 2017, 130-

131). Abrams states that it is good to list their names for potential funders even if it is
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unnecessary (2019, 77). It is also good to address how operations like accounting or
bookkeeping will be handled because entrepreneurs usually do their accounting by
themselves when starting the business. Still, when the company starts to grow, it is better to
find a person who will be responsible for accounting activities, financial statements, and tax

returns (Shelton, 2017, 131).

3.4 Industry Analysis

Abrams states that evaluating the industry increases the knowledge of the factors that can
contribute to the company’s success (2019, 88). An industry consists of all companies with
similar products or services or other closely related businesses and supply and distribution
systems (Abrams, 2019, 88). According to Abrams, it is essential to focus on a description
of the industry, the main trends, and the strategic opportunities that exist in an industry (2019,
88).

Another important part of thinking about is whether the industry is sensitive to economic
cycles such as a strong economy, a poor economy, or a particular time of the year or not
(Abrams, 2019, 91-94). Some industries are also affected by technological changes and how
products are made or by the government’s actions (Abrams, 2019,91-94). Safrova states that
before starting a business, it is crucial to thoroughly analyze all the surroundings related to
the company, and she divides the surroundings into three parts (2019, 203-205). The first
part is called megatrends; these are factors occurring globally. The second part is called
macro-environment, factors that cannot be influenced. The third part is the
microenvironment, factors the business is connected with every day and can be controlled
(Safrova, 2019, 203-205). Safrova identifies those megatrends as digitalization or
automatization, changes in climate, or an aging population (2019, 208-210). The PEST
analysis can be used to identify the main factors of the macro-environment (Cerveny, 2014,
54). This analysis divides the main factors into:

e Political and legislative — changes in laws and regulations

e Economic — changes in a political situation, monetary policy, or raising taxes

e Sociocultural — these are lifestyle or standards of living and its changes

e Technological — new materials and technology or new ecological resources

(Cerveny, 2014, 58-74).

For analysis of the microenvironment, Porter’s Five Forces might be used. This analysis

assumes that competition’s intensity in the market depends on the character of five primary

groups and their interactions (Safrova, 2019, 236-246). These groups are:
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e Bargaining power of buyers

e Bargaining power of suppliers
e Threat of entry

e Threat of substitutes

e Competitive rivalry within the industry (Cerveny, 2014, 76).

3.5 Market Analysis

Defining the right market is essential to understanding the customers (Abrams, 2019, 106-
107). As Abrams states, a market analysis differs from a marketing plan and enables an
entrepreneur to identify and understand the customers (2019, 106). A mistake might be to
describe the market in the broadest possible terms; it is essential to identify the market
segments that the business is trying to reach. Doing so gives the entrepreneur a set of specific
characteristics by which it is possible to identify the target market and potential customers
(Abrams, 2019, 106-107). According to Abrams, to make helpful market analysis, the
definition of the target market must meet these criteria:
e To be definable — it should contain specific characteristics that identify what the
potential customers have in common.
e To be meaningful — these characteristics must be related to the purchase decision.
e [t must be large enough to sustain the business to be sizable profitably.
e To be reachable — the size and definition must lead to affordable and effective ways
to market the potential customers (Abrams, 2019, 107).

Shelton states that the most important thing is to determine the potential customers’
shared characteristics, whether they share the same age range, income level, gender,
residence area, type of work, religion, hobbies, diet, or ethnicity (2017, 90). After defining
the characteristics of the target market and the potential customer, it is good to assess the
trends that might influence both (Abrams, 2019, 115). Srpov4 states that it is good to survey
to obtain helpful information about the market such as the customer’s behavior, their wants,
and the size and future growth of the market (2011, 52-56). According to Abrams, the size
of the market is also important. A too-small market might cause trouble because of the lack
of customers, except the niche markets that satisfy customers with particular needs (Abrams,
2019, 115). On the other hand, large markets have numerous well-financed competitors and
expensive marketing campaigns (Abrams, 2019, 115). According to Abrams, another
essential part is identifying the barriers of entry for the new competitors, which might be

possible patents, high start-up costs, substantial expertise, or market saturation (2019, 134).
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Every company has many competitors (Shelton, 2017, 94). When creating a competitive
analysis, the goal is to determine who the competitors are and their strengths and weaknesses
(Shelton, 2017, 94). The competition is a company selling the same or similar products or
companies operating in the same market (Srpova, 2011, 57-62). According to Shelton,
strengths, and weaknesses usually include opening hours, accessibility, price, return policy,
marketing budget size, or delivery policy (2017, 95). It is also essential to consider the
competitor’s reaction when the new business enters the industry. Lowering the prices or
providing a free delivery might be one of them (Shelton, 2017, 95). Competitive analysis
can be summarized in SWOT analysis, where SWOT stands for strengths, weaknesses,

opportunities, and threats (Shelton, 2017, 95).

3.6 Marketing Plan

This part of the business plan is the most important for finding potential investors, seeking
funding, and mainly reaching customers (Abrams, 2019, 164). Kotler defines the Marketing
plan as a document that summarizes information about all the ways how the company wants
to achieve their marketing goals (Kotler and Keller, 2014, 87). According to Abrams, the
marketing plan should define how the company makes customers aware of their product or
service, the main message the company wants to convey. Specific methods the company
uses to deliver the message and how the company secures actual sales (Abrams, 2019, 164).
Marketing is designed to increase customer awareness and provide a particular message
(Abrams, 2019, 164). Abrams states that marketing includes advertising, creating brochures,
social media marketing, public relations, networking, sales, e-commerce, and many more
(2019, 164). According to Shelton, there are five main marketing steps that, together with
the costs to implement, help the entrepreneur to create a marketing budget (2017, 96).

To put these steps into context is important to consider two points: Where the potential
customers go for information — this is important to know to promote the product or service
effectively (Shelton, 2017, 97). The second point is whether the business focuses on
obtaining new customers or gaining repeat business from existing customers (Shelton, 2017,
97). Before choosing which marketing action steps to take, it is crucial to understand the
sales cycle of the potential customers and their buying decisions (Shelton, 2017, 97-98).
According to Shelton, one helpful buying or selling cycle was developed by Jeanne
Rossomme and contained six steps that end in obtaining a happy customer (2017, 98). These

steps are:
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e Awareness — in the first step, the potential customer knows that the business exists
from the website, advertisement, or word of mouth.

e Discovery — in this stage, the customer finds out more about the business through
web pages, social media, or literature.

e Engagement — the potential customer takes action by visiting the store, sending an
email, and signing up for a newsletter that might lead to a sale.

e Active customer — the customer has purchased the product

e Successful customer — this is a type of customer who makes repeat purchases.

e Referrals — this is the final step where the customer tells others about their experience
and recommends the business to others (Shelton, 2017, 98-99).

According to Srpova, the vital step is identifying the right marketing mix that uses tools
that influence each other (2011, 63-66). Both Abrams and Srpova define four elements
known as “the Four Ps” that affect the customer to buy, and these are:

e Product — the tangible aspects of the product, design, packaging, brand, and

additional service (Srpova, 2011, 65-68).

e Price —the cost advantage of the product. By setting the price, the business influences
the buying decisions of customers and the position of the company between the
competition (Srpova, 2011, 67-68).

e Place — the location, accessibility, and convenience of the location

e Promotion — the amount of the marketing activities and how the product is promoted
(Abrams, 2019, 164-165). This includes advertisement or sales promotion such as
bonuses, discounts, or free samples (Srpova, 2011, 72-74).

Kotler and Keller state that some businesses use “the Seven Ps” or “the four P’s of
modern marketing” where elements like Politics, Public opinion, and People are added
(Kotler and Keller, 2014, 56-57).

According to Srpovd, advertisements and sales promotion is not the only part of
marketing communication (2011, 72-74). Another way might be personal sales that are
effective but more expensive; this enables the seller to observe the customer’s reactions and
point out the product’s characteristics (2011, 73-75). The second important part of marketing
communication is public relations, which might create a better image of the company in the

public eyes and stimulate the demand (Srpova, 2011, 73-75).
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3.6.1

Promotion

The main types of promotion are:

Social media marketing — People are now connected to the internet via smartphones
and other devices (Abrams, 2019, 173). There are many sites the company can
choose from for their promotion, such as Facebook or Instagram. There are also
particular interest sites focused on food or lifestyle. Knowing the potential customers,
age, gender, or location might help the business determine which one to use (Shelton,
2017, 105). According to Abrams, to use social media properly, the company should
spread the word about the product, use campaigns designed to target the specific
audience, form a community of customers, build networking connections, and
contribute meaningful content or positive recommendations to the customers (2019,
173). Shelton states that social media marketing might not be the best for start-ups
since social media need fans and followers to be helpful. Still, it is good to reserve
the name and use it to add to other marketing strategies (Shelton, 2017, 106).
Website — According to Shelton, businesses should have their websites also
optimized for mobile access (2017, 102). The first thing to think about is what the
company expects the visitors to do when they find their website, whether to find
information about the business or make purchases (Shelton, 2017, 102). All of this
is important to know before hiring a website developer (Shelton, 2017, 102-103).
Email marketing — According to Abrams, it is an effective way to build a business
because emails are fast, easy, and inexpensive to produce (2019, 175). Information
about the product, tips, business updates, coupons, and special offers can be included
(Abrams, 2019, 175).

SEO and SEM - using search engine optimization (SEO), companies can design a
website optimized for search engines to be found quickly and easily by customers
(Abrams, 2019, 175). When searching for a relevant keyword, the goal is to be listed
higher on the “results” page (Abrams, 2019, 175). Abrams states that search engine
marketing (SEM) uses buying keywords by companies so that their advertisement
appears every time a user uses them (2019, 175).

Daily deals — when people register to the website, they get discounts via email
(Abrams, 2019, 174-175).

Sales promotion — according to Kotler and Keller, sales promotion is a vital part of

a marketing campaign and consists of many tools that promote more customers



TBU in Zlin, Faculty of Humanities 27

purchases (2014, 559). Sales promotions might be samples, coupons, or rewards for
frequent purchases. Free samples might be a way of acquiring new customers, mainly
those who are indecisive or people who like to try new products often (Kotler and
Keller, 2014, 559). Gifts are also part of the sales promotion and loyalty programs
that offer discounts for frequent purchases or bonuses. Kotler and Keller also mention
cross-selling techniques, which offer additional services or products related to those
people want to buy (2014, 559-561).

e Banner advertising — Banners are small rectangles or square-shaped advertisements
placed on the websites that the company pays for (Kotler and Keller, 2014, 583).
This advertisement needs to be perfectly targeted and tracked but can influence
people to buy products they did not even know existed (Kotler and Keller, 2014,
583).

3.7 Financial Plan

The financial plan might be the most challenging part of the business plan (Shelton, 2017,
135-136). Shelton states that most of these assumptions in this part of the business plan come
from the earlier sections such as sales forecast, marketing budget, management team,
organizational section, or operations section where buildings, equipment, and other facilities
are listed (2017, 137). Srpova identifies the financial plan as a section where the business
plan shows whether it is realistic or not (2011, 75-78). When preparing this section, a great
start might be to list the products or services and how much they can produce or provide and,
through the rigorous development of the marketing plan, state how much the company is
expected to sell (Shelton, 2017, 137). Shelton identifies three primary financial statements:
profit and loss, cash flow, and balance sheet. It is good to start with assumptions like sales,

cost of goods sold, expenses, and financing (2017 138).

3.7.1 Income Statement

The income statement, also called the Profit and Loss statement, shows how profitable the
company is, in other words, how much money it will make after all expenses are accounted
for (Abrams, 2019, 310). According to Shelton, the income statement shows the number of
earnings generated over time, either a month, a quarter, or a year (2017, 142). The income
statement is read from top to bottom, and the first line accounts for sales, each subsequent

line represents deductions from income, and the result is the company’s profit or loss
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(Abrams, 2019, 310). According to Abrams, to prepare the income statement, there should
be information about sales and expenses, but it is good to include information about gross
sales, employee benefits, professional services, marketing, or insurance (2019, 310). This
statement also includes variable costs, which are the direct costs connected to the production
of the products, and fixed costs, including rent, insurance, utilities, or advertising (Shelton,

2017, 142).

3.7.2 Cash Flow Statement
According to Abrams, the cash flow statement is the most important financial document
(2019, 311). The cash flow statement is not about profit but about how much money the
company has in the bank; it gives a real-life picture of the money going in and out of business
monthly (Abrams, 2019, 311). Shelton states that cash flow might be more inclusive for the
company as it contains capital expenditures for equipment and buildings, loans, and
repayment (2017, 148). Blackwell identifies the cash flow statement as the essential
document to persuade the bank to lend the money to the company (2017, 21). According to
Srpova, it is better to create a more detailed statement for the first few months of doing a
new business to know whether the company will be able to obtain enough finances or not
(2011, 82-89). Blackwell states that the cash flow statement should include rent, advertising
costs, website, loans, or legal fees (2017, 22-23). Shelton identifies the three general
categories of the cash flow statement as:
e (ash flow from operations — these transactions represent the ongoing, day-to-day
business activities
e (ash flow from investments — these are the few transactions where the company
spends capital for the long-term improvement of the business, such as purchasing a
building or IT equipment
e Cash flow from financing — this part includes loans and repayment (Shelton, 2017,
148-149).
At the end of the cash flow statement, there is a tabulation of the starting cash position,
the total cash generated, and the ending cash position for the period (Shelton, 2017, 149).
Pavelkova describes two methods of creating the cash low statement: direct and indirect
(2017, 198-207). The direct method is based on the three categories where the cash flows
are grouped (Pavelkova,2017, 198-2017). The indirect method uses the overall profit and

describes the differences between revenues and costs (Pavelkova,2017, 204-207).
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3.7.3 Balance Sheet

According to Abrams, the balance sheet gives a snapshot of the overall financial worth of
the company (2019, 316).This financial statement reflect the amount and the structure of
assets, and on the liability side the methods of financing them (Pavelkova, 2017, 62-63). The
balance sheet does not show the results over a period but shows the business’s assets,
liabilities, and equity at a singular point in time (Shelton, 2017, 151). The balance sheet
tracks all the company’s s assets and all the company’s liabilities, which after deduction
show the net worth (Abrams, 2019, 316). There are two general categories; the first one is
current assets, which include cash and cash equivalence that can be converted to currency
within the twelve months. The second type is fixed assets, including equipment, vehicles,
buildings, or land (Shelton, 2017, 151). Liabilities are also divided into current and long-
term liabilities (Shelton, 2017, 151). Shelton defines equity as the difference between assets
and liabilities (2017, 151). When total assets are equal to liabilities and equity, the books are
in balance (Shelton, 2017, 151).

3.7.4 Initial Costs
Shelton defines this category as essential to know before opening a new business (2017,
153). This part will show all the necessary costs to launch a new business, such as loans,

marketing, legal and accounting assistance, rent or store, and utility purchases (Shelton,

2017, 153).

3.8 Return on Investment
Return on Investment— ROI represents how the business is beneficial and how long it takes
to pay off in percentage. It is an important indicator measuring the performance of the long-
term capital invested into the company (Pavelkova, 2017, 452-453). The formula to calculate
ROl is:

ROI= Net Profit/ Total investment * 100

3.9 Appendix
An appendix is an optional part of the business plan, including the key contacts, photos, list
of locations, market research results, resumes of key managers, technical information,

manufacturing information, or marketing material (Abrams, 2019, 334-335).
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4 A BUSINESS PLAN FOR AN E-SHOP

4.1 Title Page

Name of the company:

Legal form:

Location:

Date of establishment:
Website:

Owner:

Contact information:

Figure 1: Company’s logo (own creation)

Mnamky.cz

Natural person

Sedesata 7015/7055, 760 01 Zlin
1 September 2022
www.MnamKky.cz

Barbora Mlc¢ékova
mlcakovabara@email.cz

+420 502 365 877

4.2 Executive Summary

The main aim of Mnamky.cz is to show the pet owners that there are more types of pet food

than just the basic types like granules you can buy in every pet shop. Our company wants to

create food that is healthy and tasty. In Milamky.cz, we want to help people who want their

pets to live healthy and happy lives. All the ingredients need to be of top quality and mainly

fresh because if you wouldn’t eat it at any chance, why your pet should. Our products contain

all the vitamins that dogs and cats need, and customers can pick from various sizes and types

of meat. Our company functions as an e-shop with its own delivery; therefore, it makes it


mailto:mlcakovabara@email.cz
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accessible to people from all over the Czech Republic. It is hoped to create a loyal base of

customers that will love to come back to our e-shop.

4.3 Company Description

The e-shop Mnamky.cz is an online platform offering pet owners a new, healthy pet lifestyle.
This e-shop sells handmade food for cats and dogs. It is a platform mainly for two groups of
people. Dog owners and cat owners, mainly ranging in age from 20 to 40 years old, who
value a healthy lifestyle for themselves and their pets. The advantage is that there aren’t
many competitors in Moravia and that every package is homemade using only natural
ingredients. The name Minamky.cz refers to something yummy or delicious to eat. The name

is written in Czech because our target audience is in Czechia.

4.3.1 Mission Statement

One of the goals of our e-shop is to show people that there are other ways to feed their pets
than just dry food that can be bought in every pet shop. We want to create food full of quality
ingredients and all the necessary nutrients that dogs and cats need. Another goal is to show

people a healthy lifestyle for their pets to live happier and longer lives.

4.3.2 Legal Form

According to the Czech Trade Licencing Act No. 455/1991, the manufacture of feed,
compound feed, additives, and premixtures is an unqualified trade where no professional
competence is needed. The owner of Mnamky.cz will operate as a natural person and pay
the tax 15% or 23% if the revenues will be higher than the 1,867,728 CZK. The author
decided to choose this type of a legal form mainly because it is easier and cheaper to

establish.

4.3.3 Product Description

Mnamky.cz will offer two different groups of products. The first group will be Healthy food
for dogs, and the second group will be Healthy food for cats. Each group will offer four
packages whose ingredients will be slightly different for dogs and cats but the same names.
Our food will be a complete food, which means that it will contain every nutrient required
in sufficient amount to keep the pet healthy and can be fed alone. Dogs and cats need enough
proteins in their food. Both need meat and side dishes that contain vitamins, minerals, and
calcium (Popelatova, 2011, 15-23). Our four main products will be:

1. Beef with rice and buckwheat
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2. Chicken with rice

3. Pork with couscous

4. Fish with couscous

These meals contain 70% meat, salmon oil, livers and hearts, carrot, peas, broccoli, and
natural calcium. Based on the type of side dish, it is either rice or couscous. Meat, fish, or
livers are rich in proteins, vitamin B12, zinc, magnesium, or vitamins A or D (Hartwig, 2014,
489-504). Salmon oil will be added as a source of Omega 3. These meals will be prepared
in steam in a pressure cooker to preserve all the vitamins and better taste. Each customer will
be able to choose the size of the package based on the size of their pet. Each meal will be
vacuumed in foil and affixed with a label containing the logo of our company, type of the
product, expiration date, and the list of ingredients in order from the predominant
component. Another thing that must be present on the label is the method of storage which

must be in a fridge or a freezer.

Permissions and Licenses

The secondary animal product can be used to prepare all the pet food — material from healthy
animals suitable for human consumption. The producer of pet food must therefore apply to
the locally competent Regional Veterinary Administration for approval of its production.
The production itself must develop a plan based on the principles of risk analysis and critical
control points (Statni veterinarni sprava CR, article no.24, regulation no. 1069/2009). After
the approval, the producer receives a number specific to them that must be present on every
product label. An approved producer must report its activities to the Central Agriculture
Inspection and Testing Institute, registering them. This institute is also responsible for
quality, labelling and ingredient control (Statni veterinarni sprava CR, article no.24,

regulation no. 1069/2009).

4.3.4 Business Location

Miamky.cz will operate mainly in the online environment with the possibility of opening a
store in the future. The primary tool will be an online platform established using the website
Shoptet. The company must set up a kitchen which must be checked and approved by the
Central Agriculture Inspection and Testing Institute. The kitchen will be the primary place
where all the ingredients will be stored and prepared. All ingredients will be purchased right

before the production day, so we don’t need big storage. The delivery will be done by a part-
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time employee and the owner itself. The part-time employee will be using his own car,
ensuring the delivery to the rest of the Czech Republic. The owner itself will purchase a
small vehicle and ensure the Zlin town delivery. Delivery will be done depending on the

frequency of orders straight to the customers’ homes.

4.3.5 Management

The owner and founder Barbora Mlcakova will be responsible for the primary operations
such as the production of the products, customer service, marketing activities, negotiating
with suppliers and carriers. An accountant and graphic designer will be hired externally
because of the owner’s lack of experience in these areas. The graphic designer will work on
the design of our e-shop and adverts. It will be necessary to hire an internal employee in the
future, assuming the number of orders will grow. It will be a cook responsible for cooking

and packaging.

4.4 Industry Analysis
Before starting a new business, it is crucial to be aware of all the possible threats and react
to them. For the analyses of the macro-environment, the PEST analyses will be used. To

analyze the microenvironment- Porter’s five forces will be used.

4.4.1 PEST Analysis
The PEST stands for political and legislative, economic, social, and technological factors.
Political and legislative factors
As described in previous chapeters, specific permissions and licenses need to be obtained
before starting the business, such as approval from the Regional Veterinary Administration
or registration to the Central Agriculture Inspection and Testing Institute. To obtain this
approval the registration form must be filled in and a registration fee of 4,000 CZK must be
paid. The premisses are controlled regularly, and samples of the product are taken and tested
for enterobacteria and salmonella. The sanitation plan must also be created. It is a document
where cleaning and maintenance of the premises are described. The Veterinary
Administration tracks the ingredients used in the final product, so the invoice numbers must
be connected to each package.

According to the Czech Income Tax Law, the income tax rate for entrepreneurs is 15%
unless the revenues are lower than 1,867,728 CZK (Act no. 586/1992 Sb, Czech Republic,
§16). Description of the business, such as name, surname, residence, contact information,

and information about the entry in the Commercial Register, must be present on the website
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when doing business in the form of an e-shop. According to Czech law, the terms and
conditions of a sale must be stated on the e-shop. The terms and conditions specify the
purchase contract, its creation and withdrawal conditions, or the return of goods. As stated
in the Czech Trade Licencing Act no. 455/1991 Sb. § 45, there is a necessity to pay health
and social insurance. The minimum advanced payment is 13.5% from the half of the average
wage for health insurance and 29.2% from the quarter of the average salary for the social
insurance (Ministerstvo prace a socialnich véci, 2022). When employing people, the
employer should be aware of the latest Czech Labour Code and the value-added tax- VAT.
The VAT payers are people whose revenues are higher than 1,000,000 CZK for twelve
immediately preceding twelve months (Act no. 235/2004 Sb. The Czech republic, §6).

Economic Factors
According to the data of the Czech statistical office, the Gross Domestic Product (GDP)
growth was 3.6% in the fourth quarter of 2021. The average inflation rate was 3.8%, the
unemployment rate was 2,2%, and the average gross wage increased by 5.7% to 37,499 CZK
(Cesky statisticky tiad, 2021)

The inflation rate is still increasing due to fuel prices, slowed down car production, or
high electricity prices, which naturally affect the financial part of the business.
In the Zlin region, the unemployment rate was 2.73% in December 2021. Compared with
December 2020, unemployed people declined by 14.5%. As the Czech Statistical Office
states, the average gross wage in the Zlin region increased to 32,866 CZK in 2021 compared

to the average gross wage in 2016 which was 24,419 CZK (Cesky statisticky tGfad, 2021).

Average gross wage in the Zlin region in CZK
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Figure 2: Average gross wage in the Zlin region in CZK (own creation)
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According to the Czech Ministry of Finance, the average inflation rate is expected to
grow to 8.5% in 2022 due to the higher electricity and natural gas prices. The unemployment

rate is expected to decline to 2.3% (Ministerstvo Finananci CR, 2021).

Social Factors
According to the Czech Ministry of Agriculture 276,606 tons of pet food were made during
the year 2020, and since previous years the production has increased by 7.3 % (Ministerstvo
Zemédélstvi CR, 2020). Numbers for 2021 haven’t been released yet, but as the number of
pets in households grows, it benefits the businesses selling pet food. Many shops have
relocated to the online environment during lockdowns, and people are more used to this
shopping method than before. As stated by the Czech Statistical Office, the number of people
grew up from 39% in 2019 to 57% in 2021. People aged 24-34 years old shop most often on
the internet (Cesky Statisticky Ufad, 2021). It is crucial information for the planned company
because it is one of the target groups of customers.

Research by the GFK company shows that more than half of Czech households have a
pet. Around two million people have a dog, and about a million and a half have a cat (GFK,
2016, 2-3). Many people have decided to get a pet during extended lockdowns not to be

lonely, and it is assumed that the numbers will continue to grow.

Technological Factors

During the covid measures and several lockdowns, people started using the internet when all
the shops were closed. Many people got used to this type of shopping, and most of them use
this way to shop even for groceries (Cesky statisticky Gfad, 2021). That is why an e-shop is
a good choice. Customers can shop comfortably at home and take advantage of the advanced
payment and delivery straight to their place of living. In case of any complaints the customer
can return the goods within two weeks without giving a reason why and the e-shop is obliged

to pay the full about back (Ceska obchodni inspekce, n.d.).

4.4.2 Porter’s Five Forces Analysis
Porter’s five forces analyses will be used to analyze the microenvironment and the possible
competition.

Competitive rivalry
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There is no such a shop or an E-shop like Miiamky.cz located in the Zlin region, but few are
operating in the Czech Republic. All of these have e-shops selling homemade food for pets
and shipping across the Czech Republic to be considered a competition.

e Mixano.cz
Mixano is a company that might be considered the biggest competition to our e-shop. They
are located mainly in Prague but thanks to their e-shop their products can be delivered to any
part of the Czech Republic and Slovakia. They also have one leading shop located in Prague
where the food can be picked up in person by prior arrangement. Their products are offered
in Sklizeno or Easy Barf shops in Prague or Dog Shop & Salon Cikislav located in Slovakia.

Their products are divided into steamed cooked, Barf food, and preserved food that
doesn’t have to be stored in the fridge. Their steamed cooked and preserved food is made
using chicken, beef, pork, or turkey meat mixed with vegetables like beet, sweet potatoes,
peas, or carrot. The steamed cooked category can be ordered only for several days, and the
price is based on the dog’s weight. For a dog weighing 10kg, the package for the minimum
offer of ten days the cost is 1,035 CZK. The category of preserved food offers packages for
149 CZK. The class of Barf food — raw food, is the biggest one as they provide variants for
older dogs, different kinds of meat, and fish for cats. The price is based on the type and size
of the package between 95CZK- 273 CZK. As for the treats category, they offer the same
kinds of meat but in dried variants for 153 CZK per package. They are more focused on
dogs; even their slogan also promotes food for cats. The layout of their e-shop is nice and

clear for customers, and they are also present on social media.

e Bibifood.cz
Bibifood is a company producing dog food located in Prague. They have only an e-shop
offering cooked food for dogs made from different types of meat, vegetables, and in some
mixes, even fruit. Their products are steam cooked and, based on the size, are priced between
85 CZK for the small size up to 220 CZK for the biggest package. They use fish, pork,
chicken, and beef meat combined with carrots, broccoli, sweet potato, mushrooms, or apple
and pear. Bibifood also offers mixes of seven up to twenty-one days ranging between 595
CZK and 1,785 CZK. They provide a particular category of homemade cakes for dogs filled
with meat and vegetable creams. It is a unique product that many e-shops offer, but cake
delivery is possible only in Prague or nearby.

Bibifood also provides a category of treats and accessories for dogs. Their food is made

only for dogs. For all the other products, delivery is possible for the Czech Republic and



TBU in Zlin, Faculty of Humanities 38

Slovakia. To deliver anywhere else but Prague, they use external delivery like Zasilkovna or

PPL for 190 CZK because of the special boxes. The delivery to Slovakia is 300CZK.

e Hafupapu.cz
Hafupapu is a company producing homemade food for dogs located in Rosice. They operate
mainly on an e-shop offering cooked food for dogs using fresh ingredients. They use chicken,
beef, turkey, pork, or salmon mixed with buckwheat, couscous or oat, and vegetables. One
of their packages also offers a mix of game meat and oats. Based on the size, they offer only
seven days packages ranging between 610 CZK and 1,610 CZK. What is unique about this
company is that their offer a special type of homemade food for dogs in need of a special
diet. These are beef or chicken packages for dogs suffering from hepatic protein deficiency
or beef or chicken packages for dogs suffering from renal protein deficiency. Both types of
special diet packages for seven days are priced between 640 CZK and 1,490 CZK based on
the dog’s size. The delivery is free for Brno and Prague. For the rest of the Czech Republic,
the price is 69 CZK because they use their delivery and reusable boxes, so no extra payment

1S necessary.

Bargaining power of suppliers

Mnamky.cz would like to use the first-rate quality meat from farmers not only because of
the strict conditions of the State Veterinary Office but mainly because the product must be
the top quality. The vegetables and side dishes like couscous or rice will be supplied from
the wholesaler Makro as the proportion of this component is minor than meat. In the

beginning, the supply of these products will not be needed in large quantities.

Bargaining power of buyers

As mentioned in the chapter 4.4.1, the number of people with pets is increasing year to year,
more and more people are now using the internet as a shopping tool and the approximate
gross wages mainly in the Zlin region are rising. As there is not any similar known e-shop
operating in the Zlin region and nearby, it might be a significant opportunity for Milamky.cz
to obtain potential customers as the delivery prom Prague might be costly. Using the right
marketing tools, we might build a strong, loyal customer base. On the other hand, there is

always a possibility that people will not be interested in such a product.
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The threat of new entrants

There is always a possibility of a new company entering the business selling pet food as
there are not many barriers of entry and no special requirements like experience or education
are not needed. One of the main barriers might be the approval from the Veterinary
Administration and the plan based on the principles of risk analysis and critical control points
that must be developed. It might be a complex and lengthy process with the registration to
the Central Agriculture Inspection and Testing Institute and all the controls which not

everyone wants to undertake and might view it as an obstacle.

Threats of substitute products or service

The main threat might be a new business offering better prices or products. Considering the
delivery and offers of the e-shops mentioned before, companies operating in the Bohemian
part of the Czech Republic are still not a huge threat. Their delivery costs are high, or the
products are different from ours. People may also cook their food for their pets, but even
though it might be more costly, the main obstacle for most people would probably be the
time spent on it. Pet shops and the food they offer might be viewed as a thread of substitutes,
but it is not entirely like this. Pet shops offer granules and treats, whereas Mnamky offers

steamed-coked food full of vitamins.

4.5 Market Analysis

At this part, the ideal customer will be described as one of the most important criteria for
choosing the proper marketing tools. Using the information about Miamky.cz the SWOT

analyses describing strengths, weaknesses, opportunities, and threats will be created.

4.5.1 The Ideal Customer

The number of people using the internet as a shopping tool has grown thanks to the
lockdowns. In 2021 the number of people shopping online grew up to 57%. As the Czech
Statistical Office data show, people aged 24-34 shop most often on the internet. As the
research stated before shows, more than half of Czech households have a dog or cat pet.
There is no difference between men and women because both groups are pet owners. As
research shows, both these groups like to shop online. Women usually take care of food
preparation and grocery shopping, so our customers may be mostly them. Still, more and
more men are switching roles nowadays, so gender will not be one of the main criteria. Two

main groups of customers are cat owners and dog owners. Nowadays, people postpone
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having children, and some even get pets instead of having children. For those, their pets are
everything, and they want their life to be perfect, long, and healthy. As more people value a
healthy lifestyle themselves, they want the same for their pets. Also, those people with pets
that need a special diet or have teeth problems are another part of this group. What matters
is the age. People younger than 20 years old are usually students, and this product might be
costly. On the other hand, people older than 50 may not be used to online shopping and
paying extra money for pet food might not be a priority.

Based on this, the ideal customer of Mnamky.cz should be two groups. Dog and cat
owners between 20 to 30 years old, and the second group will be dog and cat owners between

30 to 45 years old.

4.5.2 SWOT Analysis
Table 1:SWOT Analysis (own creation)

Strengths Weakness
o Not many competitors o No physical store
o High-quality ingredients o The product must be delivered and
o Homemade products stored in the cold environment.
o Accessibility for customers from the o Limited variety of products
wider area o No experience with running a
business
Opportunities Threats
o Opening a physical store o New competitors
o A trend of a loyal base of customers o New laws and regulations
o Expansion to other countries o Economic crisis
o Adding new groups of products o Inflation
o Lack of customers’ interest

As mentioned in the previous part that dealt with competition, only a few brands sell
similar products. Every brand still has slightly different offers as Hafupapu focuses more
on special diet food, Bibifood only offers food for dogs, and Mixano’s main category is
Barf food. All these e-shops operate mainly in Prague, so the strength of Milamky.cz will
be the unique location. Our company wants to use high-quality meat from Czech farmers
and top-quality vegetables. As mentioned, the ingredients like vegetables and side dishes

like rice or buckwheat will be purchased at the wholesaler Makro at the beginning before
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the production increases. Because Miiamky.cz will initially operate mainly in the online
environment, it is an opportunity to acquire customers from the Zlin region and the whole
Czech Republic.

The absence of a physical store doesn’t allow people nearby to choose personal
pickup, so they must select delivery provided by a part-time employee who will use his
own car and be paid per kilometre and the owner itself. Opening a physical store is one of
our plans if the business is successful. One of the weaknesses might be the expiration date
of the products and the fact that they must be stored in a cold environment even during the
delivery. But Miiamky.cz will use their delivery using insulated boxes to keep the
packages in the cold. Another weakness might be a limited variety of products to choose
from, but as the business grows, Miamky.cz will expand by more types of products like
homemade treats or food supplements. No experience with running a business is also
considered a weakness initially, but this might be dealt with by additional training or
learning.

If our e-shop is successful, there is a significant opportunity to create a loyal base of
customers and expand to other countries like Slovakia. Having a lot of loyal customers will
help us come up with new types of products successfully.

As mentioned earlier by the Ministry of Agriculture, pet food production increased by
7.3% in 2020. As the output is growing, new competitors might be a threat. The barriers of
entry are low, and it gives the new companies the possibility to come up with new
products. Another possible threat is the lack of customers, which might cause our business
to fail. Using the right marketing strategies might prevent this pessimistic scenario. The
biggest threat to the company is new regulations or laws concerning pet food production.
An economic crisis that might be triggered by other pandemics causing people to lose jobs
is also causing a threat to our business. People not being able to offer our products might
also be caused by the growing inflation rate as it is getting higher and the predictions for

this year are not good.

4.6 Marketing Plan

This part focuses on the product, how the company approaches the target customers, the
price, or the place. Based on this, the marketing mix will be defined using the 4P’s.
Product

Based on the competition analysis, e-shop Mnamky.cz will offer four types of products for

dogs and cats. As described at the beginning of the business plan, the packages will be based
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on the kind of meat, which amount will be 70% in each portion, and the type of side dish
used. All the packages will contain peas, carrots, and broccoli. As mentioned before, our
food is considered a complete food, which means they can be fed alone because they have
enough nutrients.
1. Chicken with rice — the main ingredient will be chicken meat, chicken heart and livers
rice, vegetable, and salmon oil as an Omega 3 and natural calcium source.

2. Pork with couscous — the main ingredient will be pork meat, pork heart, and livers
mixed with couscous, vegetable, salmon oil, and natural calcium.

3. Fish with couscous — an Alaska cod mixed with couscous, vegetable, olive oil to
make it juicier and natural calcium.

4. Beef with rice and buckwheat — A mix of beef meat and livers with rice, buckwheat,
vegetable, salmon oil, and natural calcium.

The food will be prepared in steam in a pressure cooker to preserve all the vitamins and
keep the good taste. Customers will be able to choose the size and number of the packages.
According to their pet’s weight, they can choose different sizes, and the number of packages
is up to them. The food will be vacuumed in foil packaging with a label listing all the
ingredients. The expiration date is always seven days stored in the fridge or one month stored
in the freezer. Our food should be served at room temperature, not too cold or hot. For dogs
that are not used to this type of food, it is advised to mix it with granules at the beginning so

their digestive system can get used to it gradually.

Price

The price remains the same for all the sectors but will be based on the ingredients used. Our
packages will be divided based on their size into packages for small, medium, and large
dogs. Packages for cats will be only up 450g.

Table 2: Package sizes (own creation)

Animal’s Less or 5kg 10kg 15-20kg 25-30kg and
weight more
Size of the 100-150g 200g 300-450g 1000g
package

This table will also be present on our e-shop to help the customers decide what size to
choose. Based on the analysis of our competitors, Milamky.cz will offer these sizes of
packages, and customers will be able to decide how many of them to order. Our competitors

offer only ten days, twenty days, and thirty days options, which might be unfavourable when
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you choose different packages and not only one type of meat. The average prices of Mixano,
Hafupapu, and Bibifood are 74 CZK for a chicken package, 80 CZK for a beef package, 76
CZK for a pork package, and 88 CZK for a fish package, all in the 150g size. Considering
the changing prices of ingredients and rising electricity prices, the costs might be slightly
higher or change in the future. Our company wants to be affordable for our customers that
is why specific discounts and better deals will be used as a part of the sales promotion. Even
in the absence of a physical store, our customers will still select from a wide range of
payment methods like advanced payment, mobile payment, or cash on delivery. The
approximate prices might be found in the table below.

Table 3: Approximate prices of Miamky.cz (Own creation)

150g 200g 300g 450g XXL package
1000g
Chicken with 52-74 CZK | 69- 84 CZK 92-104 122-156 210-228
rice CZK CZK CZK
Beef with rice 63-80 CZK | 83-94 CZK 112-125 138-187 243-250
and buckwheat CZK CZK CZK
Pork with 57-76 CZK | 75-90 CZK 98-113 128-169 230-239
couscous CZK CZK CZK
Fish with 62-88 CZK | 82-98 CZK 117-123 137-185 240-250
couscous CZK CZK CZK

Place
Mnamky.cz will solely operate as an e-shop; therefore, the only physical place needed will
be the kitchen for the preparation process. In the optimistic plan, there is a possibility of
opening a physical store. Our e-shop will be created using Shoptet. Our company wants to
make a friendly and comprehensive platform where all our products will be described. Our
e-shop will also allow the customers to subscribe to our newsletter to be informed about
sales and new developments in advance. Elements like menu, search box, or shopping cart
will be included to navigate the website easily. The platform will also be mobile-users
friendly, and as a part of a marketing strategy, the reviews from our customers will be
included.

The kitchen must be approved by the Central Agriculture Inspection and Testing
Institute and the Regional Veterinary Administration. The best option will be a space that

has already been used as a kitchen, so the sanitation and rat exterminating of the premises
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will be already dealt with. The premises will be divided into areas based on the type of action
— area for meat preparation, vegetable and side dish preparation, and the packing area. The
premises will be equipped with freezer and two separate fridges — one for raw meat and
vegetables and the second for the finished product prepared to be packed. The most
important equipment will be the pressure cooker and a convection oven.

Table 4: The delivery costs (Own creation)

Type of delivery Costs in CZK

Town Zlin- (when purchased from 499 0
CZK and higher)
Town Zlin (purchase under 499 CZK) 150
and the rest of the Czech Republic

Promotion
o E-shop
As mentioned, Milamky.cz will operate mainly in the online environment, so the e-shop
platform will also be a part of our promotion using newsletters and reviews from our
customers. As a part of a sales promotion at the beginning, there will be a discount for all
the customers that will leave positive feedback and send us a picture later displayed on our
page and social media platforms. After our business is set up, special offers will be a part of
the sales promotion to reach as many people as possible. Our e-shop will also use up-selling
and cross-selling techniques — larger packages or packages of a different flavor to try. Google
Ads will be used to promote our e-shop and to find more customers.
o Facebook and Instagram

As the primary type of promotion, these two platforms will be used mainly for the younger
segment of our customers. People between 20 and 30 use social media frequently, and many
people use it as a review of the company and its products before the purchase. Everything,
including reviews that will be present on the e-shop, would be on social media as well. Our
products and prices will be presented, including photos and recent updates about products,
discounts, and special offers. Facebook page will also be suitable for the second segment of
people between 30 and 45 years old because this segment uses this platform more often than
others. The Instagram profile will be more suitable for segment number one. The owner will
manage both these sites initially, and the services of a professional photographer will be used
to promote the products. As a part of this marketing technique, Mnamky.cz would like to
reach out to influencers owning a pet offering free samples and financial rewards for

promoting our products.
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o Regional newspapers
Another type of promotion, Miiamky.cz, would like to advertise in the regional newspapers,
mainly in Otrokovice and Zlin, to reach out to more customers. This type of promotion will
be dedicated primarily to the second segment, people between 30 and 45, the main readers.
These newspapers are free and are sent into the residents’ mailboxes. This advertisement
might also help spread word of mouth between older people and the main segments of our
customers. The main purpose of this ad will be to inform about our company and its products
so mainly our logo, name and all the addresses where the customers can find more and make
the purchase will be present in the advertisement.
o The DogFest

Every year, the DogFest takes place in Prague. It is a two-day festival in HoleSovice where
people can meet with other dog owners and discover new types of products for dogs. One of
these products might be our homemade dog food. Miiamky.cz would like to participate every
year to attract new customers and encourage people to try our dog food. DogFest is a perfect
place because it includes our main segments of customers. The festival is suitable for people
from 20-50 years old because it is an ideal place for young people, children, and older people
with dogs. As it is dedicated to dogs, the cat food will be present only to inform potential
customers that there is the opportunity to purchase this type of product as well because there
might be people owning both. Every year there are more than 16,000 visitors. The number
is growing that is why it is a perfect opportunity to find new customers and encourage them
to try our products. The costs of this promotion are too high for a new business; therefore,
the participation of Milamky.cz will not be possible no sooner than in the second year if the
sales will grow.

Table 5: Approximate costs of promotion (Own creation)

Type of promotion Costs in CZK per month

E-shop (Shoptet) 1,740
Instagram (promotion via influencers), 5,000
Facebook and Google Ads 7,000
Regional newspapers- Otrokovice, Zlinsky 6,000
denik

Total costs/ month 19,740
The DogFest (only in July) 40,000
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Photographer (only when a new product is 7,000
launched)

4.7 Financial Plan

In the last part of the business plan, the most important financial reports will be shown to
find out whether Milamky.cz will be profitable under certain conditions or not. The initial
costs, the income statement, and start-up expenditures will be calculated, and the operational

costs and estimated revenues for the first three years.

4.7.1 Initial Costs

The initial costs are all the costs associated with the establishment of Miamky.cz. The first
section is costs connected with establishing an e-shop and the licenses and fees needed. One
of the costs is also a photographer, which will be paid to take product pictures for the e-shop.
The cost of the establishment is calculated to be 56,220 CZK. The second part of the table
shows promotion costs stated in the section before calculated to 19,740 CZK and the third
part shows all the necessary equipment to be purchased. The most important is the
convection oven and the pressure cookers, which will allow the business to produce on a
large scale in the future. The equipment also includes the car, which will be very important
as the company will have its delivery service. The equipment cost is 109,308 CZK.

Table 6: Initial costs of Miiamky.cz (Own creation)

Initial costs of Miiamky.cz in CZK

Establishment of an e-shop

56,220 CZK

Webhosting 600 (50 per month)
Shoptet 42,620 per year (1,740 per month)
Licence 1,000
Registration fees 5,000
Photographer 7,000
Promotion 19,740 CZK
Equipment 109,580 CZK
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Convention oven 20,000
Pressure cookers (3pcs) 9,000
Chamber vacuum machine 10,000
Thermal etiquettes paper (back cover) 1,600
Printer 3,000
Refrigerators with freezers (3pcs) 18,000
Induction plates (4pcs) 2,000
Choppers and slicers 2,000
Bowls, chopping boards, knives... 2,000
Kitchen scale 3,000
Car 35,000
Sanitary products 3,000
Wi-fi router 500
Insulate boxes for our delivery 280
Vacuum foils 200
Total initial costs 185,540 CZK

The total initial costs are calculated to be 185,540 CZK, as shown in table 6. The owner
decided not to use any foreign capital. The registered capital will be 500,000 CZK which
will be covered by savings and the help of family and friends. This registered capital should
be enough to cover the initial expenses and all the possible additional expenses during the

first months.

4.7.2 Operating Costs

This section shows the operating costs at the end of the first year and the possible scenarios
for the future. There is the optimistic, pessimistic, and realistic scenario of the production
calculated for each year. All the numbers of orders are only approximate because the orders

might be affected by many factors, as stated before.
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Table 7: Estimated number of orders (own creation)

Scenario Orders/month | Orders/month | Orders/month | Approximate
in the 1 year | in the 2" year | in the 3" year price of one
order
Optimistic 720 900 1,140 500 CZK
Pessimistic 150 180 240 500 CZK
Realistic 300 360 480 500 CZK

Table 7 describes the approximate numbers of orders per day and month as well as the

approximate price of one order. These numbers are used to calculate the operating costs in

the tables below.

Table 8: Operating costs of Miamky.cz at the end of the first year (own creation)

Operating costs in the first year in CZK
Fixed costs Monthly Yearly

Rent 15,000 180,000
Insurance 2,250 27,000
Internet 1,500 18,000
E-shop maintenance 1,755 21,060
Accountant (external 5,000 60,000
employee)

Promotion costs 19,740 236,880
Printer ink 2,500 30,000
Printer paper 1,000 12,000
Part- time cook 6,400 76,800
Total fixed costs 55,145 CZK 661,740 CZK

Variable costs Monthly Yearly

Packaging 14,400 (10/ one package) 172,800
Supplies of ingredients 140,000 1,680,000
Part-time driver 16,000 192,000
Fuel 6,400 76,800
Total variable costs 176,800 CZK 2,121,600 CZK
(optimistic scenario)

Packaging 3,000 (10/one package) 36,000
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Supplies of ingredients 20,000 240,000
Fuel 2,000 24,000
Total variable costs 25,000 CZK 300,000 CZK
(pessimistic scenario)

Packaging 6,000 (10/ one package) 36,000
Supplies of ingredients 65,000 780,000
Part-time driver 9,600 115,200
Fuel 2,000 48,000
Total variable costs 82,600 CZK 991,200 CZK

(realistic scenario)

Fixed and variable costs for the first year are shown in table 7. The fixed expenses show
all the costs that don’t change based on the production size. Rent and utility bills, the
promotion costs, car insurance, or the e-shop maintenance are shown in the fixed expenses.
The part-time cook will be a family member that will help the owner with production four
times a week for approximately four hours; therefore, their wage will be 16,000 CZK per
month. Also, the accountant is an external employee used based on necessity. The estimated
fixed costs are 55,145 CZK per month at the end of the first year. The variable expenses are
divided into three variants. All the versions are calculated assuming that at least two
packages are in one order at a minimum of 500 CZK. The optimistic interpretation is 24
orders a day; therefore, 720 orders a month, and the total variable costs for this variant are
176,800 CZK. The ingredients are the most expensive item, but the price might differ from
time to time. The part-time driver will also be a family member paid based on the kilometres
with their car. Fuel is charged because the second driver is necessary. Therefore, the owner
will also provide the delivery two days per week. In the pessimistic variant, there will be just
a few orders per week; therefore, the part-time driver would not be needed. The variable
costs for the pessimistic variant, 150 orders a month, are calculated to be 25,000 CZK. The
last table shows the realistic variant with estimated 300 orders a month, and its variable costs
are 82,600 CZK.

Table 9: Operating costs of Miiamky.cz at the end of the second year (own creation)

Operating costs in the second year in CZK

Fixed costs Monthly Yearly
Rent 15,000 180,000
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Insurance 2,250 27,000
Internet 1,500 18,000
E-shop maintenance 1,755 21,060
Accountant (external 5,000 60,000
employee)

Promotion costs 30,000 360,000
Printer ink 3,125 37,500
Printer paper 1,250 15,000
Part- time cook 6,400 76,800
Total fixed costs 66,280 CZK 795,360 CZK

Variable costs Monthly Yearly

Packaging 18,000 (10/ one package) 216,000
Supplies of ingredients 175,000 2,100,000
Part-time driver 20,000 240,000
Fuel 8.000 96,000
Total variable costs 221,000 CZK 2,652,000 CZK
(optimistic scenario)

Packaging 3,600 (10/one package) 43,200
Supplies of ingredients 25,000 300,000
Fuel 2,500 30,000
Total variable costs 31,100 CZK 373,200 CZK

(pessimistic scenario)

(realistic scenario)

Packaging 7,200 (10/ one package) 86,400
Supplies of ingredients 75,000 900,000
Part-time driver 9,600 115,200
Fuel 3,000 36,000
Total variable costs 94,800 CZK 1,137,600 CZK

Table 8 shows the changes in the fixed costs at the end of the second year. The company

needs to find more new customers and build a loyal base of customers; therefore, the

promotion costs are estimated to be 30,000 CZK. Mainly social media promotion and e-

shop improvements will be covered. As the number of orders will grow, fixed costs like
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printer ink and paper are higher. The total fixed costs are estimated to be 66,280 CZK per
month. The variable expenses are higher because the number of orders will also grow. For
the optimistic variant, 30 orders a day, the variable costs are 221,000 CZK per month. For

the pessimistic scenario, 6 orders a day, the variable costs are 31,100 CZK, and the realistic

variant shows 12 orders a day, and the total variable costs 94,800 CZK per month.

Table 10: Operating costs of Miiamky.cz at the end of the third year (own creation)

Operating costs in the third year in CZK
Fixed costs Monthly Yearly

Rent 15,000 180,000
Insurance 2,250 27,000
Internet 1,500 18,000
E-shop maintenance 1,755 21,060
Accountant (external 5,000 60,000
employee)

Promotion costs 19,740 236,880
Printer ink 3,906 46,872
Printer paper 1,563 18,756
Part- time cook 6,400 76,800
Gross wage- full-time 23,000 276,000
employee

Health security (9%) 2,070 24,840
Social security (25%) 5,750 69,000
Total fixed costs 87,934 CZK 1,055,208 CZK

Variable costs Monthly Yearly

Packaging 22,800 (10/ one package) 273,600
Supplies of ingredients 218,750 2,625,000
Part-time driver 25,000 300,000
Fuel 10,000 120,000
Total variable costs 276,550 CZK 3,318,600 CZK
(optimistic scenario)

Packaging 4,800 (10/one package) 57,600
Supplies of ingredients 31,250 375,000
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Fuel 3,125 37,500
Total variable costs 39,175 CZK 470,100 CZK
(pessimistic scenario)

Packaging 10,800 (10/ one package) 115,200
Supplies of ingredients 100,000 1,200,000
Part-time driver 12,000 144,000
Fuel 4,000 48,000
Total variable costs 125,600 CZK 1,507,200 CZK

(realistic scenario)

The changes in the fixed costs in the third year are mainly due to the necessity of

hiring a full-time employee that will work as a cook in the production days and as a driver

during the delivery days. Their gross wage is estimated to be 23,000 CZK per month if the

business is successful. Therefore, the total fixed costs are 87,934 CZK at the end of the

third year. The approximate numbers of orders for the optimistic variant are 38 orders a

day, and the variable costs are 276,550 CZK. The number of orders for the pessimistic

variant is 8 orders a day with variable costs of 39,175 CZK per month. The realistic

variant is based on the prediction of 16 orders a day, and its variable costs are 125,600

CZK per month.

Table 11: Operating costs in the first four months (own creation)

Operating costs in the first four months in CZK

Optimistic Total Pessimistic Total Realistic Total

FC 55,145 55,145 55,145

VC 1% 43,500 98,645 9,600 64,745 | 19,200 74,345
month

vC2™ | 70,800 125,945 | 9,600 64,745 | 19,200 74,345
month

vC 3™ | 79,900 135,045 | 18,200 73,345 | 28,300 83,445
month

VC 4™ | 89,500 144,645 | 18,200 73,345 | 38,400 93,545
month
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Table 11 shows the approximate operating costs in the first four months. It is hard to
predict the possible number of orders and how quickly the business can acquire more
customers. This table is based on table 7 and uses the calculated fixed costs. In the
optimistic variant, the business starts with five orders a day and gradually grows to 10
orders a day in the fourth month. The pessimistic variant is calculated using predictions of
one order per day for the first two months, slowly growing to two orders per day. The
realistic variant is based on two orders a day in the first two months, and afterward, the
number increases slowly to four orders a day. This table was created to illustrate the
approximate operational costs in the first months and to see whether the business would
survive the first months using the registered capital of 500,000 CZK mentioned later or

not.

4.7.3 Estimated Revenues

This part deals with the estimated revenues based on the three scenarios. Each table shows
the estimated revenues at the end of each year. Each table shows the delivery costs paid by
the customers because Miamky.cz is based in Zlin, and the delivery for town Zlin itself is
free. Each table is based on the prediction that 20% of orders will be from town Zlin;
therefore, the delivery is free as we count on orders in the minimal amount of 500 CZK.
Optimistic scenario

Table 12: Estimated revenues for the optimistic scenario (own creation)

1% Year 2" Year 3 year
Orders in pcs 8,640 10,800 13,680
Revenues for 4,320,000 5,400,000 6,840,000
orders in CZK
Delivery in CZK 1,036,800 1,296,000 1,641,600
Total revenues 5,356,800 CZK 6,696,000 CZK 8,481,600 CZK

Table 10 shows the estimated revenues for the optimistic scenario. The number of orders is

8,640 at the end of the first year, up to 13,680 in the third year.

Pessimistic scenario

Table 13: Estimated revenues for the pessimistic scenario (own creation)

1% Year

2" Year

3" year

Orders in pcs

1,800

2,160

2,880
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Revenues for 900,000 1,080,000 1,440,000
orders in CZK

Delivery in CZK 216,000 259,200 345,600
Total revenues 1,116,000 CZK 1,339,200 CZK 1,785,600 CZK

In the pessimistic scenario, the estimated revenues are still rising yearly. Still, it would take

the company much longer to be profitable and pay off all the expenses needed in this

variant.

Realistic scenario

Table 14: Estimated revenues for the realistic scenario (own creation)

1% Year 2" Year 3" year
Orders in pcs 3,600 4,320 5,720
Revenues for 1,800,000 2,160,000 2,860,000
orders in CZK
Delivery in CZK 432,000 518,400 686,400
Total revenues 2,232,000 CZK 2,678,400 CZK 3,546,400 CZK

Table 12 shows the realistic variant where the number of orders rises, the estimated

revenues, and the business is profitable.

4.7.4 Income Statement

This chapter shows the income statement, which is essential as it indicates whether the
business is making or losing money. All the versions count with revenues calculated before
and the approximate costs. The net profit is calculated after 15% is deduced from the
revenues under 1,867,728 CZK. Anything higher than this number must be deducted by
23%.

Table 15: Income statement for the optimistic scenario (own creation)

Income statement for the optimistic scenario in CZK
1% year 2" year 3" year
Revenues 5,356,800 6,696,000 8,481,600
Costs -2,783,340 -3,447,360 -4,373,808
EBT 2,573,460 3,248,640 4,107,792
Tax 15% -280,159 -280,159 -280,159
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Tax 23% -162,318 -317,609 -515,214
EAT 2,130,983 CZK 2,650,872 CZK 3,312,419 CZK

Table 13 shows the net profits at the end of each year. In this scenario, the business is

profitable right from the beginning. The net profit at the end of the first year is 2,130,983

CZK. The following table will focus on the pessimistic version.

Table 16: Income statement for the pessimistic scenario (own creation)

Income statement for the pessimistic scenario in CZK

1% year 2" year 3" year
Revenues 1,116,000 1,339,200 1,785,600
Costs -937,740 -1,144,560 -1,501,308
EBT 178,260 194,640 284,292
EAT 151,521 CZK 165,444 CZK 241,648 CZK

In this variant, at the end of the first year, the net profit is 151,521 CZK, then rises to
165,444 CZK and 241,648 CZK at the end of the third year. Miiamky.cz would not

experience a loss at the end of the first year, but it would take more time for the business to

pay off.
Table 17: Income statement for the realistic scenario (own creation)
Income statement for the realistic scenario in CZK
1% year 2"d year 3 year
Revenues 2,232,000 2,678,400 3,546,400
Costs -1,628,940 -1,908,960 -2,538,408
EBT 603,060 769,440 1,007,992
EAT 512,601 CZK 654,024 CZK 856,793 CZK

The last table shows the realistic variant that should generate 512,601 CZK at the end
of the first year, 654,024 CZK at the end of the second 856,793 CZK at the end of the third

year.
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4.7.5 Cash Flow

The cash flow statement shows how much money flows in and out of the company. Cash

flow for the first year of Mnamky.cz was created using the direct method. All the expenses

are to be paid and marked using a minus sign. The initial deposit and the estimated revenues

for the first year are written using a plus sign. For cash flow purposes, a realistic scenario

was used. The total cash flow is 761,304 CZK which is very good considering it is the first

year of the company operating in the business.

Table 18: Cash flow of Miiamky.cz in the first year (own creation)

Cash flow of Miiamky.cz in the first year in CZK

Initial deposit +500,000
Initial costs — 185,540
Rent — 180,000
Insurance -5,000
Internet —18,000
E-shop maintenance -21,060
Accountant (external employee) —60,000
Promotion costs -236,880
Printer ink -30,000
Printer paper —12,000
Part-time cook -76,800
Photographer (external employee) —7,000
Part-time driver -115,200
Supplies of ingredients —780,000
Packaging —129,600
Fuel —-48,000
Total revenues +2,232,000
Health insurance for a self-employed -31,524
person

Social insurance for a self-employed person -34,092

Total

761,304 CZK
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4.7.6 Return on Investment

Return on investment — ROI represents how the business is beneficial and how long it takes

to pay off in percentage. ROI is a significant number that must be considered before

establishing the business. The table below shows ROI for Miiamky.cz for the first year using

all three variants — pessimistic, optimistic, and realistic. ROI for the realistic variant is 98%

which shows that the investment will pay off and generate more than initially invested.

Table 19: ROI of Miiamky.cz in the first year (own creation)

ROI= Net Profit/ Total Investment * 100

Optimistic variant

2,130,983/500,000 * 100 = 426%

Pessimistic variant

151,521/500,000 * 100 = 26%

Realistic variant

512,601/500,000 * 100 = 98%

4.7.7 Start-up Balance Sheet

The table below shows the start-up balance sheet of Miiamky.cz. The registered capital is

500,000 CZK, and the owner decided not to apply for a loan from a bank but to use her own

savings, family savings, and a loan from a friend.

Table 20: Start-up balance sheet of Miiamky.cz (own creation)

Assets Liabilities
Current assets 390,420 CZK | Current liabilities 0 CZK
Bank account
Long-term assets 109,580 CZK | Equity 500,000 CZK
Equipment Registered capital
Other assets 0 CZK | Other liabilities 0 CZK
Total assets 500,000 CZK | Total liabilities 500,000 CZK
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CONCLUSION

The purpose of this Bachelor’s thesis was to create a business plan for an e-shop selling pet
food and evaluate whether the plan is feasible. The thesis was divided into two parts,
theoretical and analytical. The financial plan was created using the primary financial
statements. The optimistic, realistic, and pessimistic scenario of ROI estimated revenues and
income statement was calculated. In the realistic variant, the estimated net profit at the end
of the first year is 151,521 CZK. All the calculations and numbers of orders are only
estimated numbers, and many unexpected events discussed in this business plan might
influence the business. Considering the realistic version, the company would generate a
return in the first year. Based on these calculations, it can be said that the business is viable.

Minamky.cz might be considered a company with a relatively new product, and therefore
it will be crucial to acquire a loyal base of customers from the beginning. This will be done
mainly through the promotion strategy based on the PEST analysis and Porter’s five forces
analysis.

If the company is successful, there is also an opportunity to expand the offering with the
treats category, gain more new customers, and open a physical store. With new trends
coming, it will be necessary to adjust the marketing strategy. The market will be analysed

continuously so the company can react to the potential competitors.
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LIST OF ABBREVIATIONS
CZK Czech Crown

ROI Return on Investment

EUR Euro

SEO Search Engine Optimization
SEM Search Engine Marketing
GDP Gross Domestic Product

VAT

Value Added tax
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