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ABSTRACT

The paper focuses on the definition of innovation and innovation process from the historical and today’s perspec-
tive of the Massag engineering company. In order to analyse the innovation process, a SWOT analysis was per-
formed, and, based on the results obtained, the correlation between the results of the analysis and the statistics of
innovation activities in the Czech Republic was made. Within the historical analysis of the company, key innova-
tion milestones were identified and described. The main finding was the combination of the use of different types
of innovation activities, which plays an important role in terms of the access to innovations and it is necessary to
take innovation as a whole, composed of sub-types of innovation that permeate the whole society. The results of
the SWOT analysis showed that the main factor that affects the success of the organization and innovation is the
long history of the company and knowledge of the markets. This is reflected in the long-term and quality customer
relationships. These established contacts with other companies engaged in engineering production are strengths,
which are today reflected in the opportunities for further development of the company. The correlation between
results and statistics shows that SMEs are forced to innovate because they are under constant pressure from com-
petitors and the market. Therefore, innovation activities are essential for these companies and play a significant

role in their current and future competitiveness.
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INTRODUCTION

The business environment of the global
market is permanently changing. New technolo-
gies are constantly coming to the market, legis-
lation is continuously changing, while the issue
of environmental protection and sustainability
and its close links in industry is becoming more
and more important. These global conditions
force companies to constantly develop new
products and services to meet current customer
requirements and be able to respond to their
needs, which can also be seen as a manifestation
of corporate competitiveness. Therefore, the
ability of companies to innovate becomes the
most important factor for competitive advan-
tage under highly turbulent market conditions
[1]. The innovation potential leads companies
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to constantly develop new innovations, which
thus respond to the changing market situation
[2] and are integrated into all strategies, systems
and structures that support the development of
innovation in the company [3]. Innovation en-
ables companies to protect themselves from the
uncertainty that is naturally created in the glob-
al environment, which ultimately makes them
more suitable for finding new opportunities
and making effective use of the existing oppor-
tunities [4]. Innovations are absolutely indis-
pensable for all companies on the market. The
technological production of a company and its
ability to identify, share and apply knowledge
directly affects its competitive advantage [5].
Companies, whether domestic or international,
have included innovation activities in their vi-
sions and perceive them as a key mission.
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A competitive company does not wait for the
product market to be saturated and demand to de-
cline, which is associated with the reduction in
sales, but seeks to anticipate these situations so
that it is ready to respond flexibly and effectively
in advance and maintain its current “advanta-
geous” position on the global or domestic market,
compared to the competing companies. The basis
of innovation is the ability to perceive the context
and use of market opportunities [6]. [nnovation
can generally be characterized as a change, re-
newal or improvement of the current state. This
change must always be seen as an opportunity
and not a threat. Entrepreneurs must deliberately
look for the sources of innovation, changes and
their symptoms [7]. Innovation significantly af-
fects the process of globalization. This primarily
involves an increase in international competition,
which often manifests itself in the form of the
flow of goods, services and knowledge across na-
tional borders and their interaction. An important
function of innovation in the domestic or foreign
market is the transfer of technology from the re-
search sector to commercial use.

The aim of this paper was to analyze the im-
pact of the innovation process on the engineer-
ing company and the method of SWOT analysis
to identify the sources and barriers to further
increase the competitiveness of the Massag
company and based on these results, assess the
correlation between the results of the analysis
and statistics of the innovation activities in the
Czech Republic.

LITERATURE REVIEW

This part of the paper is focused on literary
research, especially of the foreign sources deal-
ing with the changes in the innovation policy
and its role to strengthen the competitiveness of
companies and, more importantly, economic sys-
tems. The first part of the research is devoted to
the very definition of innovation. There is a basis
for the theory of innovation and the innovation
process in the concept of J.A. Schumpeter, on
which a number of contemporary approaches to
the definition of innovation are based. The next
part of the research defines individual types of
innovation, which are further applied to specific
real examples.

It can be said that innovations in the general
sense of the word have been encountered since

the very beginning of civilization itself. Every
new invention that mankind has adopted can be
considered a kind of innovation. However, we
will focus on the modern concept, especially the
industrial concept of innovation focused on in-
novation in the company. Despite the relatively
broad concept of innovation policy that we now
have, it is very difficult to provide a comprehen-
sive definition of the term, while clearly defin-
ing the essence of innovation. However, most of
these definitions are based on the Schumpeter’s
work — The Theory of Economic Development:
An Inquiry Into Profits, Capital, Credit, Interest
and the Business Cycle. Josef Alois Schumpet-
er (1883-1950) was an American economist of
Austrian origin born in Moravia, who was the
first to define the essence of innovation and also
systematically dealt with innovation all his life,
as the driving force of business activities. How-
ever, his idea of innovation was perceived only
as the first launch on the market, the so-called
absolute innovation.

The Shumpeter’s concept of innovation is a
combination of these five cases: the introduction
of a new product to which consumers are not yet
accustomed; the introduction of a new produc-
tion method not yet used in the sector; opening
up a new market that the sector has not previ-
ously entered, mastering new sources of raw ma-
terials and energy; the emergence of a new orga-
nizational arrangement, such as the emergence or
demise of a monopoly [8]. Schumpeter promotes
a dynamic and long-term analysis of economic
problems, connecting economics with history
and sociology. Schumpeter assumes that the en-
trepreneur will de facto discover a gap in the
market. This gap suggests to him that if he fills it,
he can make large profits on it. Therefore, the en-
trepreneur is not driven by some ingenious idea
of the invention, but by the desire to fill a gap in
the market and make money on it. His motivation
is his future business profit. The penetration of a
new product is not only a technical, but above
all an economic innovation. The entrepreneur is
looking for an optimal variant that is faster and
at the same time more flexible. This entrepre-
neur is not an inventor in the true sense of the
word, but rather an innovator longing for profit.
Schumpeter mentions two theories of the concept
of innovation. According to the first theory, the
key source of innovation is represented by the
entrepreneurs who have the so-called creative
spirit (the so-called Mark I model). According
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to the second theory, the main source of inno-
vation is represented by large, capital-strong
companies that have resources for research and
development (the so-called Mark II model) [8].
Schumpeter thus developed the theories of in-
novation, especially in the technical field, even
though he was an economist in his original pro-
fession. His concept of innovation became the
basis for the emergence of modern concepts of
innovation. Schumpeter thus correctly estimated
the importance of innovations, and as their num-
ber increased, so did their very influence on the
further development of individual companies.
In today’s globalized world, where the very sur-
vival of economies is decided by the effective
use of innovation, Schumpeter’s concept can
be understood as a general development frame-
work for a number of economic considerations.
Schumpeter’s theory of innovation became the
basis for the emergence of new definitions for
other authors as well. For example, the Thomp-
son [9] defined innovation as follows — innova-
tion takes place in generations, by adopting and
implementing new ideas, product or service pro-
cesses. Innovation is seen as a useful result of the
ability of companies to generate new knowledge
and their decision to apply it to new products and
a variety of products, processes, organizational
designs and combinations of inputs and mar-
kets [10,11]. Innovation can then be understood
as the implementation of a new or significantly
improved product (goods or services), process,
new marketing methods or new organizational
methods in business practice OECD [12], it is
considered a tool that contributes to increasing
the business performance and competitive ad-
vantages [13]. Innovation is generally considered
to be a key factor in the economic development
and competitiveness of companies, regions and
countries, so it can be shown that competitive-
ness as well as innovation are built from the bot-
tom up [14,15,16,17]. Anttila and Jussila [18]
refer to European Technical Specification CEN
/ TS 16555—1, which defines innovation as the
introduction of a new or significantly improved
product (goods or services) or process, new mar-
keting methods or new organizational methods
in business practices, workplace organization or
external relations [19]. Innovation is a key fac-
tor in creating technology and maintaining an
organization’s competitive advantage, which in
turn increases its overall performance [20]. In-
novation generally describes the meaning of the
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evolution of humanity explained in terms of the

creativity of the invention as a source of techno-

logical, social and cultural change [21]. Innova-
tion is widely recognized as a driving force of the
economic growth [22]. Innovation is defined by

Dziallas as invention and exploitation [23].
Each of the authors views innovation with a

slightly different metric, but in one case the au-

thors agree that innovation brings a certain com-
petitive advantage and is an integral part of the
life cycle of a successful company.

So why are we innovating?

e Innovation capacity is defined as a sys-
tematic and central process leading to
the economic growth, providing and
maintaining a competitive advantage to both
firms and states [24, 25, 26, 27].

e Innovation activity is a means of expanding
the market share [28, 29].

e Innovation is closely related to quality, these
two concepts are important business factors
for success in all types of companies and
positively contribute to sustainable develop-
ment [18].

e Technological progress depends on a combi-
nation of the existing ideas, where companies
combine the existing skills with their own ideas
to create new, patentable technologies [30].

TYPES OF INNOVATION

Today, innovation is an integral part of com-
pany policy. The purpose of innovation for com-
panies is to achieve their ability to prosper, be
successful in the field of competition and create
new opportunities. Innovative impulses should
be the production, research and development de-
partment, as well as marketing and sales staff,
but often innovative stimuli also come from
other company departments. Marketing research
is the basis of every innovation. The innovation
survey is future-oriented to meet the expecta-
tions and needs of customers over a period of
several years. It is necessary to understand the
innovation process as a whole composed of
separate parts, because today’s market situation
identifies the introduction of new products (the
so-called product innovation) as the main mani-
festations of innovation. Although innovation is
a sophisticated system and process, marketing
and organizational innovation is equally impor-
tant for the company.
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Product (manufacturing) innovation

Product innovation is made available to po-
tential users, it is a new or significantly changed
product in terms of its characteristics or other in-
tended use [31]. Product or service innovation —
these can be significantly improved performance
characteristics, such as technical specifications,
integrated software, or other useful features over
an existing product or service OECD [12].

Product innovation introduces a completely
new product on the market, or a significantly im-
proved product; the same applies to the service.
Product innovation makes use of the improve-
ments in technical specifications, such as individ-
ual components or materials, as well as software
improvements, user-friendliness, and many other
functional characteristics. These product innova-
tions are sold directly to the customer, as opposed
to process innovations. Thus, the main goal of
product innovation is to introduce new products
and new product types that will allow the com-
pany to gain at least a temporary monopoly posi-
tion, which gives it some freedom and space to set
prices above marginal costs [32]. The product in-
novation process describes the individual phases
of the entire product life cycle in a broader sense,
from research to marketing, see Figure 1.

e Cost reduction (this modification permanently
changes the price of the product in order to re-
duce the costs over the competition and does
not affect the appearance or other features of
the product). For example, in 2010, Nintendo
reduced the price of its Wii product, making it
more accessible to consumers in the market.
The move has attracted the media attention
and increased the Nintendo’s market share in
video games [34].

e Product improvements (this modification im-
proves the existing features of the product
and is thus newly offered to the customer). An

example is the frequent advertising of many
products, which often begins with the words —
“Now we offer an even better stain degreaser
than ever before.”

e Extension of the existing functions. An exam-
ple is a computer program where new func-
tions (plug-ins) are constantly added and offer
improvements.

e New markets (product expansion with mini-
mal changes to new markets). An example
today includes all car manufacturers that are
trying to sell their car overseas. Lynk & Co is a
Chinese carmaker that in 2019 began produc-
ing cars for the European market in Belgium.

e New uses (original product placed in new
markets with minimal changes).

e New categories (products that are new to the
company, but not as categories). For exam-
ple, Soundbars are new items in the surround
sound category [35].

e New products in the world (these are new
products that are being launched on the mar-
ket). An example is the field of healthcare and
the discovery of a new drug for tuberculosis
[36].

Product innovation is also related to the ser-
vice innovation, which Toivonen and Tuominen
[37] defined as a new service or renewal of an
existing service that is implemented into practice
and benefits the organization that developed it;
the benefit usually results from the added value
that this renewal provides to customers. Examples
of product innovations include: the first portable
MP3 player, the introduction of the Anti-lock
Braking System (ABS), the Global Positioning
System (GPS) and other improved subsystems
in cars, or the introduction of a new service as a
“mail partner” at Ceska posta.

Research Development

Testing

Production Market

Figure 1. Innovation process.

Product innovation can be divided into seven types [33]:
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Process innovation

Process innovation is the implementation of
a new or significantly changed production or de-
livery process. This includes significant changes
in inputs, infrastructure within the institutional
unit and technology [31]. Process innovation is
the improvement of a production process aimed
at enhancing the productivity of inputs, e.g. in the
labour market. The company is thus able to pro-
duce the same level of production with fewer em-
ployees. Therefore, it is a negative impact of pro-
cess innovation on employment [38]. Reichstein
and Salter [39] define process innovation as new
elements introduced into a company’s production
or service operations — input materials, task speci-
fications, workflow mechanisms, information and
equipment used to produce a product or provide
services in order to achieve lower costs and / or
higher product quality.

Process innovation is of an operational na-
ture, it represents the introduction of a new or
significantly improved way of production or pro-
vision of services. Process innovations usually do
not bring an immediate competitive advantage,
but are the basis for gaining a long-term position
of the company. Process innovation is the system-
atic improvement of the activities aimed at elimi-
nating costs or increasing performance. There are
a number of methods used, such as Six Sigma,
Theory of Constraints (TOC), Lean. The process
innovation phase can be divided into three steps.
The first phase is to reduce costs and avoid wast-
ing Lean, the second phase is to reduce time,

quality, meeting Six Sigma deadlines, and the last
phase is to increase the throughput of Theory of
Constraints (TOC) bottlenecks. The individual
phases are described in Figure 2.

Process innovation introduces a new or sig-
nificantly modified production process of prod-
ucts or services that improves the company’s pro-
cesses, procedures and strategy depending on the
reduction of costs and the increase in the volume
of production. Process innovation does not bring
immediate utility value as a product, but is the
basis for gaining and maintaining the company’s
long-term position on the market. Every innova-
tion — whether it is entering a market with a new
product or adopting a new production process —
must be intentionally implemented as a part of
the company’s profit maximization strategy [41].
There is a close relationship between product and
process innovation. An example of process inno-
vation can be the introduction of new production
methods — inclusion of a new automated machine
in the production line introduction of computer
aided design, or introduction of a new method of
distribution, i.e. a system for tracking goods us-
ing bar codes, or Radio Frequency Identification
(RFID).

Marketing innovation

Marketing innovation represents the intro-
duction of a new or significant change in the way
of trading, including the way in which the prod-
ucts of an institutional unit are promoted [31].
Marketing innovation is often characterized as

(e Jomsem] [ e

Analysis current status

Defining the future status
and progress of change

Process optimalization

Process integration

Process synchronization

Defining the
problem

Measurement

Analysis

Finding the
solution

Implementation
Standardization

Finding a bottleneck

Pulling out a bottleneck

Extension restrictions

Return to step 1

|
|
|
|

Figure 2. Phases of process innovation. [40]
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improving the mix of target markets, including
market segmentation and methods serving those
markets [42]. Marketing innovation introduces
new marketing methods that involve significant
changes in product design, product placement
and promotion OECD [12]. These changes in
marketing innovation relate to design, packaging
promotion, better pricing or the use of new sales
methods. Marketing innovation focuses on the
requirements of what the customers themselves
want. It also involves looking for new markets in
which it could start operating or develop the ex-
isting markets. The reason for the implementation
of marketing innovation is the effort to increase
own sales. This method entails the introduction
of a new marketing method that the company has
not used before. The established method must be
a part of a new marketing concept or strategy that
is different from the methods that have been used
so far. It is employed for new and existing prod-
ucts. The main goal of marketing innovation is to
connect with customers and consumers, penetrate
new markets or increase sales.

Marketing innovations can be divided into
four categories. The following division is accord-
ing to the Czech Statistical Office CSU:

e Significant changes in the aesthetic design or
packaging of products / services, new packag-
ing, new colour, eco packaging.

e A new way of promoting products / services,
the use of the Internet, advertising, introduc-
tion of loyalty cards, a new brand image.

e Anew way of selling or placing products / ser-
vices on the market, direct sales, franchising,
exclusive sales.

e A new method of valuing products / services,
system of discounts.

The first use of a substantially different
medium or technique to promote a product in
a film or television program is a marketing in-
novation. Companies such as Google, Zappos,
Apple, eBay and Amazon have found innovative
ways to solve the customer problems via the In-
ternet by creating new business models for the
so-called new age [44].

Organizational innovation

Organizational innovation represents the in-
troduction of a new or substantially changed way
of organization, management, methods in com-
pany practice, workplace organization or external

relations of an institutional unit [31]. Organiza-

tional innovations are the innovations involving

the changes in the routine activities of compa-
nies aimed at increasing the efficiency, produc-
tivity, profitability, flexibility and creativity of

the company using imperfect information [32].

Organizational innovation can be defined as the

implementation of a new organizational method

in business practice or external relationships. Jay-
ani Rajapathirana and Hui [1] these changes and
methods are introduced into business procedures,
processes, job positions, relationship organiza-
tions. It is a fundamental change in the organi-
zational structure or management methods used
previously. Organizational innovation increases
knowledge, improves the work environment, and
reduces administrative costs. At the same time,
mergers or acquisitions, even if they occur for the
first time, or changes in the management strategy
are not considered as organizational innovation,
unless they are connected with significant orga-
nizational changes. Organizational innovations
aim to improve the company’s performance by
reducing the administrative and transaction costs,
as well as improving the workplace satisfaction.
Organizational innovation can be divided into
three categories. The following division is ac-

cording to the Czech Statistical Office [43]:

e New business practices, organization of the
supplier-customer relationship management,
quality management, ISO standards.

e New methods of organizing human resources,
introduction of a new system of employee re-
sponsibility, teamwork, training / education
systems.

e New methods of organizing the external rela-
tions with companies and other institutions,
technology transfer to other companies in or-
der to increase their own prosperity.

An example of organizational innovation is
the first introduction of the staff development pro-
cedures (education and training systems), lead-
ing to a reduction in turnover, as well as the first
implementation of the production or supply op-
erations management systems (supply chain man-
agement systems, enterprise reengineering, lean
manufacturing and quality management systems).

These four types of innovation create a basic
division which many authors favour. Other types
of innovation such as business model innovation
and supply chain innovation are mentioned, for
example in Kahn [33].
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Business model innovation

The innovation of the business model in-
cludes new business activities or formulates new
approaches to the already established business
activities. There are three main types of business
model innovation. These types are used alone or
in combination; they are innovations in the indus-
trial model, innovations in the revenue model and
innovations in business models. The innovation
of the industrial model is an innovation related to
the value chain. It can be upgraded horizontally.
Behind this innovation, there is a shift to new in-
dustries, new branches of industries or redefining
the existing industries or branches of industries.
Examples are Virgin, which started in the music
industry and now operates in the aviation or rail-
way industries, or Ryanair, low-cost airline, which
represents a completely different cost structure
than other companies. The innovation of the rev-
enue model is the generation of revenue by means
of a supply way through which revenues flow to
the company. An example is Gillette, which sells
cheap shaving handles to customers, closing the
customer off and then reselling the ever-changing
handles to customers.

With the innovation of the company model,
the structure of the company changes and the
entire value chain is undergoing reconstruc-
tion. Uber is an interesting example of business
model innovation, as it has changed the taxi in-
dustry [33].

Supply chain innovation

It is a change within the supply chain net-
work, supply chain technology or processes in the

supply chain, or a combination thereof, within a
company, industry or supply chain in order to en-
hance the creation of a new value for stakehold-
ers [33]. An example is Vega, which seeks to sup-
port, owing to supply chain innovation, the coftee
farmers in remote areas who do not have access
to the market and have to rely on traffickers to pay
them only a small part of the profits.

When implementing any innovation, it is im-
portant to take into account all the contexts and
issues that this innovation will address. Success-
ful innovation involves a combination of all types
of innovation and penetrates the entire company
structure, see Figure 3.

On the basis of the research, it is quite clear
that in order to be competitive and able to adapt
effectively to the global conditions of the world-
wide market, every successful company must
constantly address the innovation activities
within business processes. These innovative ac-
tivities are adapted and chosen by companies ac-
cording to their production program, in line with
the company’s vision, and the size of individual
companies or geographical location also play a
significant role. Therefore, it is not possible to de-
termine the exact procedure for how companies
should use the innovation activities. Just as there
are countless different definitions of the concept
of innovation itself, companies approach differ-
ent innovation activities in various ways. As we
operate in a technical field focused on the engi-
neering industry, I support the European tech-
nical specification for innovation according to
CEN / TS 16555—1, which defines innovation
as the introduction of a new or significantly im-
proved product (goods or services) or process,
new marketing methods or new organizational

Marketing
innovation

Organizational
innovation

Process
innovation

Product

(manufacturing)
innovation

Successful
innovation

Business model
innovation

Supply chain
innovation

Figure 3. Successful innovation
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methods in business practices, workplace organi-
zation or external relations [19]. This definition
clearly describes the innovation implemented by
individual companies. It is a new or significantly
modified measure introduced by the company,
whether it is the product or service itself, or any
process within the company’s activities.

DEVELOPMENT AND IMPACT OF
INNOVATIONS IN THE MASSAG
COMPANY

In this part of the paper, our attention will be
paid to the results of the innovation process with
a focus on the Massag company to which the au-
thors of the paper have long been dedicated. In
this sense, it will be the results of the analysis of
in-house innovation processes, including their
historical excursion. The results are presented
here with a description of the most important in-
novations that the company has gone through in
its history and have become important milestones
which contributed to the fact that the company
has managed to stay on the market to this day.

The Massag company, today based in Bilovec
near Ostrava, was founded in 1828 by the Vien-
nese businessman Mathias Salcher in Vienna. The
company started operating in Bilovec in 1863 as
a branch of Mathias Salcher and Sons. Today, the
company in Bilovec operates independently and
has been on the market for more than 140 years un-
der the name Massag. This company was founded
at the time when it was able to effectively fill the
market gap in the weaving industry and was able
to seize this opportunity and use the potential that
the local market provided. During its presence on
the market, the company has constantly changed
its approach to innovation processes, which has
enabled it to respond adequately and quickly to
the changes not only in the market, but also to
major global events that have marked the world’s
history in the years of operation.

The most significant innovations
in the company’s history

The very first innovation is the creation of a
company. At the beginning of the 19th century,
at the time of the still ongoing industrial revolu-
tion, Mathias Salcher was able to begin the long
history of Massag in 1828 with the production of
coarse cotton cloth (canvas).

The main pillar of production before 1900
was the production of buttons from tagua nuts.
Here, the company recorded a huge increase in
production and sales, when in 1895, 1,350 tons
of tagua nuts were brought into the Bilovec fac-
tory. This product innovation and the introduction
of this product range also resulted in a significant
process innovation, when production was mecha-
nized and the first production automated machines
were added to the existing machinery. However,
the marketing innovation was not left behind ei-
ther, as it was able to integrate this product from
Bilovec not only into the whole of Europe, but
also on the market in America or India. This prod-
uct range has won a number of awards at world
industrial exhibitions. This is a clear example of
the synergy of innovation management, where
product innovation gradually penetrates process
innovation, and this innovation in turn penetrates
marketing innovation. This process of synergy is
important for creating a solid foundation of the
company’s innovation strategy.

Paradoxically, another impulse of inno-
vation came only with the advent of the First
World War. The war brought with it the oppor-
tunity of production of a predominantly military
nature. However, this meant spending huge capi-
tal on innovation activities so that the company
could use the potential and reorient its current
production to the manufacturing of weapons
and equipment components for the military. The
company moved smoothly from clothing to mili-
tary assortment. This innovation was crucial at
that time, so the company was able to increase
production during the First World War. Further-
more, at this time the company came up with
a revolutionary process innovation which con-
sisted in the off-site production of undemand-
ing parts by craftsmen, like today’s home-office.
Well-managed innovation management in the
company gives a certain reserve of possibilities,
which in sudden crisis situations, whether geo-
graphical, political or natural, will prove to be an
initial competitive advantage and the company
can use it to strengthen itself.

After the war, it was crucial to identify an-
other business opportunity in a market that was
strongly affected by the consequences of the war
economy. In addition to the start of the produc-
tion of pens, which enjoyed great growth and re-
sponse, the management then saw an opportunity
in the volatile market for the production of ski
bindings, which began in 1926 and was followed
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in 1930 by the purchase of a Swiss license for
Kandahar which at that time was considered the
most modern and safest ski binding on the mar-
ket. This is another example where, owing to
timely and successful innovation in an unstable
market, it is possible to build a monopoly position
which on the one hand creates a certain competi-
tive potential, but from the point of view of im-
perfect competition, it is not an optimal form of
competitive environment.

As the last example of system innovations,
we will mention product innovation, when the
automotive market developed in 1953, and owing
to the development of the car factory in Mlada
Boleslav, the production of automotive acces-
sories expanded, thus opening up a new area of
production for the company. The product that
was behind the success and further continuation
of the company was the rear-view mirrors which
were installed on the Skoda Favorit car. Here, it
is necessary to emphasize that as the individual
lines of the Skoda Favorit car changed, so did
the rear-view mirrors which underwent constant
development, and it was necessary to constantly
innovate the product, production process and
marketing. Even today, about a hundred pieces
of mirrors are produced annually. It can be seen
that even today there is a potential market for the
customers who are interested in new products
that began to be produced thirty years ago. This is
mainly a renovation market. One hundred pieces
is now a negligible amount, but the company is
still trying to capture any opportunity that the
market will provide. In addition to the rear-view

mirrors, the company also produced the ashtrays
built into the dashboard of cars.

These and other innovations have become
important milestones in the company’s long
history, and owing to these innovations, the
company still exists today. An overview of key
innovations is given in Table 1.

At present, the Massag company is still based
in Bilovec, it employs around 250 employees and
continues to manufacture small metal goods, as
well as provides surface treatment, when in 1993
a large investment was made in a complex of sur-
face treatment methods, including neutralization
of wastewater due to increased environmental
and production levels. Since 2006, the produc-
tion portfolio in the area of handling equipment
has expanded. The company started to produce
supply cages (Rollkontejnér), trolleys, rudders,
there was also an innovation in the area of offer-
ing repairs and renovations of shopping trolleys.
Furthermore, an innovation of the benefit pro-
gram for employees is underway.

The Massag company, a.s. has always con-
stantly looked for the opportunities to enter the
market and successfully implement individual
phases and types of innovations, it was also
able to systematically collect data, as well as
identify opportunities and threats; thus, it has
managed to function successfully to this day.

This analysis of the most important inno-
vations of the company showed the process of
a sophisticated system of innovation manage-
ment, mutual synergy of individual types of in-
novations, tenacity and benefits of innovation
policy at critical world events.

Table 1. The most significant innovation activities of the Massag company between 1828-2020

Global world events Year Innovation Type of innovation Impact of innovation
Production of coarse cotton Establishment of the company
1828 cloth Product Start of production
Product Increase in production, sales
2" |Industrial revolution 1895 Buttons from tagua nuts Organizational Mechanization of production
Marketing Market expansion
’ " Product Increase in production,
The First World War 1914 Military assortment Process “Homeoffice"
: Increase in production in the
1926 Progﬁfgﬁ%%f %ens Product interwar period
9 Monopoly position
: Product ;
Worldwide car : : New production market
: 1953 Rear-view mirror Process B
production plant Marketing (automotive)
Complex of surface treatment . .
1993 methods, Neutralization of Process Increa:foig pigg(ljlljec\}gn and
wastewater 9
Handling equipment,
2006 renovation repairs Product New market area
Today Employees Organizational Motivation schemes
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SWOT ANALYSIS

Another part of this paper is devoted to map-
ping in terms of applying the current possibilities
of the company on the market. In order to identify
the current possibilities for the Massag company,
a SWOT analysis was performed. The expected
output of the performed analysis should be the
optimization of the company’s strategy. Further-
more, it enables evaluate the functioning of the
company, identify problems and formulate pos-
sible solutions.

A questionnaire method was used to evalu-
ate the current position on the market, which
was subsequently reflected in the SWOT analy-
sis. The questionnaire, consisting of 18 ques-
tions, was filled in by 150 respondents; after-
wards, it was evaluated and elaborated in de-
tail. The questionnaire survey took place in the
spring of 2019.

From the evaluation of the introductory part
of the questionnaire, we know that 81 women
and 69 men were interviewed. Another question
was focused on the job position of the interview-
ee within the company. Here, it was found that
employees across the entire structure of the or-
ganization, from top management, technical and
economic staff, to trained operators at the facili-
ties, completed the questionnaire. The last ques-
tion in the heading of the questionnaire asked
about the number of years worked in the com-
pany. The evaluation of this question shows that
the employees have worked for the company
for 1-25 years, which means that the company
also employs new employees, but the core of the
company consists of employees with many years
of experience, the so-called regular employees.
The introductory part of the questionnaire was
used to map these basic data and the follow-
ing part of the questionnaire was devoted to the
evaluation of the current market position and
to compile a SWOT analysis. Evaluation of the
SWOT analysis is presented in Table 2.

Table 2. Evaluation of the SWOT analysis.

Strengths

The company currently has a well-established
customer base with optimally set business rela-
tionships. The product range has been constantly
changing, and so these customers are from vari-
ous industries, whether it is the automotive in-
dustry, clothing or engineering. Such long-estab-
lished relationships with customers are related to
the very reputation and history of the company.
The history and tradition of the company is more
than 190 years long. This indicates the long-term
activity of the company that overcame the First
and Second World Wars. The wars brought with
them the opportunities for military production.
The company reoriented its current production to
the production of weapons and equipment com-
ponents for the army. The company did not hesi-
tate and smoothly switched from clothing to mili-
tary assortment and after the war it was able to
adapt to the current market again. It follows that
the management has always been able to adapt its
product to the current market, and thus secure a
profit line, even during the difficult war, interwar
and post-war periods.

The well-established customer base is also
related to the good reputation of the brand in
the world, when its products reached not only
Europe, but also the USA and India. Today, the
company exports the most orders to Asia, main-
ly small metal goods which are used in the cloth-
ing industry. The well-established customer base
not only provides the advantage of reference
data for conducting business negotiations with
potential new customers, but also enables stable
production with the possibility of optimizing all
related processes.

Unique products were and still are a strong
point of the company, in the past it was buttons
from tagua nuts or Kandahar ski bindings known
all over the world. Today, it is mainly the Zn / Ni
surface treatment that is experiencing great de-
velopment, especially in the automotive industry,

S
More than 190 years of business tradition
Well-established customer base
Background of other companies in the group dealing with
surface treatment methods- the potential of the cluster

w
Often outdated production line equipment
Problems with product quality
Dilapidated spaces of buildings

o
Creation of new customer segments
Cooperation with new suppliers and customers
Emerging gaps in the existing market

T
Slowdown in the performance of the national economy
Absence of qualified workers for further development of the
company
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or logistics equipment according to the specific
wishes of the customer.

The main advantage of this company, which
is based on their products, is custom-made manu-
facturing. Owing to this focus, the company is
able to withstand even a very strong competitive
environment of large companies. Custom-made
manufacturing is more complicated and labori-
ous, but for the customer is able to pay higher
price. Unique products are also associated with
sophisticated customer service for this sort of
products with a reliable planning system.

The company’s entire production system
meets the ISO standards. The last mentioned
strength of the company, which is again based
on their products, is the geographical location in
Moravia. The automotive industry is widely rep-
resented here, which is why the Massag products
always reach their customers on time.

Not only the established customer base, but
also the background of other companies in the
group dealing with surface treatments, such as
Lakum-KTL a.s. or Lakum-Galma a.s., gives the
possibility of mutual cooperation and there are
certain synergies, as a result of which there is a
precondition for a future cluster. This will make
it possible to improve the transfer of technology
from research and scientific institutes directly to
the company.

Weaknesses

Among the weaknesses of the company is
the often outdated equipment of production lines.
Whether due to natural wear and tear or moral ob-
solescence, production lines are the cause of the
company’s lower competitiveness, as in today’s
world of specific requirements, they are no longer
able to provide the required volume of produc-
tion. It can be said that the outdated equipment
of production lines is somewhere on the border
between weaknesses and threats, as due to the
age of the lines there are more and more prob-
lems with securing some spare parts and without
modernization of a larger scale, this could cause
irreparable line failure in the near future, which
could result in the production being stopped, i.e.
a situation where the company would not be able
to meet its obligations to the customer.

The weakness is also the problem with the
quality of products. In order to meet order dead-
lines, obsolete production lines and systems must
constantly produce as many products as possible
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without breaks, and this is reflected in the final
quality of the finished products. Here, it is neces-
sary to capture any poor quality, which in most
cases is caused by the instability of the input pa-
rameters, resulting from the obsolescence of tech-
nological equipment, still inside the company and
immediately repair it. This will prevent any poor
quality from being reflected in the relationship
with the customer.

Another weakness corresponds to the dilapi-
dated spaces of buildings. These buildings were
built during the long history of the company and
are now largely unused. These spaces interfere
with the company’s total annual costs. Here, it
would be appropriate to use these spaces for new
facilities with new products that the market de-
mands with regard to the possibilities and focus
of the company, or to offer these spaces for out-
sourcing production to other companies or as a
lease of storage space, and make the maximum
possible so that they do not become unused ob-
jects, the so-called brownfields [45]

The above-mentioned weaknesses of the
company, such as outdated operating equipment,
quality problems and dilapidated spaces of build-
ings, are related to low labour productivity, which
is reflected in the structure of the company that
can be described as quite rigid.

Opportunities

Opportunities include the creation of new cus-
tomer segments, such as new logistics equipment
according to the customer requirements, as well
as the introduction of repairs and renovations of
existing products. A new product is not always ac-
companied by adequate service support. Another
opportunity is to establish cooperation with new
suppliers and customers. It is important to realize
that the market consists of demand and supply, as
well as the producer — customer relationship, so it
is important to transfer information not only be-
tween the manufacturer and the customer, but also
between the manufacturers themselves. Today’s
situation on the market is influenced by the con-
stant demand for new solutions related to the es-
tablished products or for completely new unique
products. A certain possibility for the company is
to implement selected management and produc-
tion options through SMART solutions which are
offered in this area [46].

Another opportunity of the company, asso-
ciated with the relationship with customers, is
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the cooperation which the company calls “part-
ner-partner”, where the company benefits from
the fact that together with the customer it “de-
velops” product solutions both “tailor-made”
and possibly more advantageous for the custom-
er than originally requested. The company par-
ticipates in its development and the like, which
ultimately leads to the fact that the customer has
neither a reason nor an effort to turn to the com-
petition. With regard to the possibilities of cus-
tom production, the opportunity can also be seen
in one-off projects.

New emerging gaps in the market can be
included among the side effects of the constant
development and evolution of new technologies.
These gaps are in the form of demand for new
production technologies and processes, which
creates new opportunities.

These business opportunities, such as the
emergence of new customer segments, emerging
gaps in the existing market, cooperation with new
customers and suppliers are closely related and
interconnected. Therefore, these opportunities
need to be approached systematically and seen as
a set of certain interconnected measures.

Threats

Today, one of the major threats is the im-
pending global economic crisis and the slow-
down in economic development, not only in
connection with the global economic downturn
due to the coronavirus pandemic. This is the
greatest problem of restricting free trade, where
the Czech Republic is in many ways dependent
on direct or indirect exports abroad. When inter-
national trade suffers from obstacles, the causes
and consequences can be chained, such as rising
unemployment, great pressure on public budgets
and social problems. The crisis is almost inevi-
table; nevertheless, it is possible to prepare for it
at least partially, but the crisis must not turn into
an economic recession. For example, when it is
clear that the problem will be exports, it is nec-
essary to focus now on finding domestic custom-
ers and new customers and using the potential of
market segmentation. Furthermore, it is possible
to prepare in advance for a possible sanction that
arises from the crisis for the company and start
preparing the company for a crisis plan, such as
finding the ways to reduce the operating costs or
looking for new funding opportunities, includ-
ing external subsidy programs.

Another threat to the company is its close
connection to the automotive industry, the de-
velopment of which is difficult to predict. To-
day’s car production is stagnating year-on-year.
This problem is again related to the impending
economic crisis, because the Czech economy is
dependent on the development of the automotive
industry. Due to the strong export orientation of
the economy, the domestic automotive industry is
also dependent on the development of the global
economy. The difficulties of the world economy
could therefore also be reflected in the weakening
of the Czech economy. Here, the company needs
to look for new opportunities outside the automo-
tive industry.

Another real threat to the company is the very
industry in which the company operates, namely
the area of metal processing. There is another
threat in the form of the development of new
materials that replace traditional metals, whether
they are new alloys, composite materials, nano-
materials or metal substitutes for plastics. It is not
easy to find a solution to this threat. If this threat
occurs, one of the solutions seems to be the reen-
gineering of the whole company, and the effort to
focus on another possible business sector.

The lack of qualified workers is now a prob-
lem in the whole of the Czech Republic, when
not only qualified but also young people go to
work abroad. With a relatively low unemploy-
ment rate, it is difficult to expect a skilled worker
to come and apply for a job themselves. Here it
is appropriate to provide a safe background for
both newcomers and the current employees. To-
day, employees are looking for a compromise be-
tween monetary valuation and a secure company
background. That is why it is important to offer
this to employees and thus achieve satisfaction on
both sides. The trend towards retaining employ-
ees or attracting new qualified employees today
is almost an obvious offer of employee benefits.

Using SWOT analysis, an analysis of inter-
nal and external factors influencing the success of
the organization was performed. The analysis was
conducted to evaluate the entire organization. On
the basis of a questionnaire method that was ap-
plied through all levels of employees of the entire
company and brainstorming with management,
the strengths and weaknesses within the company
as well as key opportunities and threats that come
from the outside were identified.

On the basis of the performed analysis, it can
be said that the production range in the Massag
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company has constantly changed according to
the current market requirements. Today, the pro-
duction portfolio is focused on three basic areas,
namely the production of logistics equipment, the
production of small metal goods and the provi-
sion of surface treatments. It is therefore a market
focused on engineering production. A large part
of the production is exported abroad and a part
of the production is dependent on the automotive
industry. From the results of the analysis, it can be
inferred that dependence on the automotive indus-
try and emerging problems in free trade abroad
are some of the possible threats. The current strat-
egy is relatively vulnerable and it would be ap-
propriate to try to focus on the domestic market. A
suitable opportunity can be seen in the mentioned
possibility of strengthening, through cooperation
with other Czech companies, research organiza-
tions, or universities to strengthen their position
on the domestic market. For example, the asso-
ciation of companies in a cluster is connected not
only with an important information channel, but
also with the possibility of obtaining funds.

THE CORRELATION OF THE RESULTS
OF THE ANALYSIS WITH THE
DEVELOPMENT OF THE INNOVATION
ACTIVITIES IN THE CZECH REPUBLIC

From the results of analysis, we identified the
key factors which influence today’s innovation
activities and competitiveness of the company. In
this part of the study, we will assess if the results
of the analysis correspond with the development
of innovation activities of the Czech Republic.
For this purpose, the analysis of the statistics of
innovation activities in the Czech Republic for a
certain period was performed.

One of the most important indicators, which
provide an overview of the state’s innovation ac-
tivities is the share of companies with innovation
activity in the total number of companies, the
next indicator is a fraction according to size of the
company, and a fraction based on the economic
activities of particular companies. The statistics
were presented for the last 12 years, but the au-
thoritative data for the current innovation activi-
ties are data from the recent period.

Table 3 mentioned particular innovation ac-
tivities of the company for a certain period. The
Massag company is today ranked among the me-
dium-sized companies. We can see from the table
that in the monitored period approximately 60%
of medium-sized companies in the Czech Repub-
lic were engaged in innovation activities. There is
a great correlation between the sizes of the com-
panies and their innovation activities. The ad-
vantages of small and medium-sized companies
in terms of innovation activities, is greater space
for innovations because they are more flexible
beside the large companies. However, the disad-
vantage for them is their small capital faces many
disadvantages, when they do not have their own
research capacity and face financial problems
compared to large companies. From the analysis,
it can be said that this problem can also be seen
at Massag, when in times of the huge boom the
company employed about 2000 employees, it had
large capital, constantly innovated its manufac-
turing process, extended manufacturing portfolio
and its own producer’s base, as well as adapted its
manufacture to the current demand. Now, how-
ever, the company is many times smaller in terms
of the number of employees, but the space has re-
mained and the results is just dilapidated unused
space, because the current size of the company
does not have enough equity to restore these op-
erations, although its innovation potential is high.

Table 3. Innovative activities of companies in the monitored periods [47]

Years 2006 2008 2010 2012 2014 2016
Innovative activities [%] 2008 2010 2012 2014 2016 2018
Total innovative companies 56.0 51.7 43.9 42.2 46.3 46.8

According to the size of the company
Small companies 52.3 46.7 38.2 35.2 40.7 41.2
Medium-sized companies 63.5 64.0 57.6 59.1 58.2 59.8
Large companies 70.7 78.6 78.8 77.2 77.4 73.6
According to economic activity

Industry 55.4 53,2 471 46.0 50.5 49.4
Services 56.9 49.4 39.8 37.0 411 43.7
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Table 4. Innovation activities of enterprises by type of innovation in monitored periods [47]

Years 2006 2008 2010 2012 2014 2016

Type of innovation 2008 2010 2012 2014 2016 2018
Innovative activities [%]

Businesses with product innovation 24.5 241 25.3 25.1 25.7 26.8

Businesses with process innovation 53.3 47.2 37.9 34.8 41.7 40.3

Businesses with marketing innovation 35.6 29.6 22.4 20.5 26.3 22.2

Businesses with organizational innovation 34.0 30.9 20.5 171 17.6 231

The next statistically important indicator of
innovation activities are individual types of in-
novations, table 4. The innovation activities are
divided there to the four basic innovation types,
namely products, processes, marketing and orga-
nizational innovations.

Table 4 shows that companies use most pro-
cess innovations. Process innovation is the key
source of innovation activities, owing to which it
is possible to improve all existing processes with-
in the company, and it is not necessary to spend
huge financial resources on new resources.

The last of the important statistic indicators of
innovation activities is the market on which are
companies, owing to the innovation activities, ta-
ble 5. There is division into: local market, which is
a market at the area of concrete region, where the
company affects, national market which is spread
over the whole Czech Republic. The third one is
national market, which interacts with the neigh-
bour states directly neighbouring with the Czech
Republic (Polish, German, Austrian and Slovak
market). The fourth group is the whole market in
EU, and the last one market is the global market.

Table 5 shows the most important markets for
business innovation in the manufacturing indus-
try for the period 2016 — 2018. The medium-sized
companies have the most significant share at the
national market, and the smaller one at the global
market. It is possible to explain it by small in-
novation activity of these companies, because
of the previously mentioned problem and cor-
relation between small, medium-sized and large

companies. Moreover, the market of Massag
is now linked primarily on the national market
because of the great dependence on automotive
segment, however, today’s and planned innova-
tion activities are pointed to expansion onto the
European or global market.

CONCLUSIONS

Within the historical analysis of the company,
the key innovative impulses that the company
went through during its long history were iden-
tified and described. On the basis of individual
innovations, it can be objectively stated that the
company has used various combinations of in-
novative types throughout history depending on
the requirements of the particular time period,
and owing to this high adaptability, it was able to
survive and remain on the market to this day. This
finding is important in terms of approach to inno-
vation because there is a need to take innovation
as a whole composed of sub-types of innovation
that penetrate the entire society.

From the results of the SWOT analysis, the
strengths and weaknesses, opportunities and
threats of the company were identified. Nowadays,
the company can build on a long history and good
knowledge of the markets. Today, the company’s
innovative knowledge, which has been accumulat-
ed over its history, can be used to create a produc-
tion program that responds to the requirements of
the current market. The long-term and high-quality

Table 5. The most important market for business innovation in the manufacturing industry for period 2016-2018

[47]
Market | Local or regional National market Market Local or regional National market
Enterprise market market
For the period 2016—2018 [%]

Total enterprises 26 39 18 12 5

Small companies 34 44 12 6 4
Medium-sized companies 17 36 24 17 6

Large companies 8 22 31 26 12
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relationships with customers and established con-
tacts with other companies engaged in engineering
production are strengths that can be used for the
benefit of the company today. However, history
also brings some weaknesses, which were reflected
in the dilapidated production facilities and equip-
ment of the engineering company. The opportuni-
ties include emerging new customer segments, co-
operation with suppliers and customers, and new
gaps in the existing market.

The results of analysis were reflected into cur-
rent development of innovation market in the Czech
Republic, and the linkages between the results of
the concrete company and statistic data of the Czech
Republic were identified. A direct correlation be-
tween the results and statistical data can be seen.
These results are important for the company from
the point of view of planning, and additional devel-
opment of innovation activities and its own business
of a company. It is also evident that small and medi-
um-sized companied are forced to innovate because
they are still under the pressure of competitors and
market. From this point of view, the engagement in
innovative activities plays a very important role and
is a factor in their competitiveness.

The presented paper has offered a number of
approaches on how to succeed over a long period
on the market through an optimally set innovation
process, how to maintain a competitive position
on the market, and at the same time the ways how
to permanently increase the company’s competi-
tiveness over time.
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