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Abstract

In entrepreneurial and enterprises field
we can see signs of the phenomenon,
which should be recognized — the world
of large enterprises and the world of
small enterprises become more distant.
Changes of size in enterprises groups
heighten over the past 5 to 7 years in in-
tensity. The way of enterprise managing
adapt to it. The aim of the paper is to
characterize enterprise structure in the
Czech Republic as well as newly appear-
ing trend in managing and organizing
companies. In the paper there will be use
the official data (Czech Statistical Office),
expert data and a research probe.
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1. The size of enterprise: large and
small enterprises

It is obvious that the concept of enterprise
size has relative meaning, it has histori-
cally evolved, it was and it is changing.
The scale of assessment of a large enter-
prise has enormously changed during the
last 100 years — from approx. 1 billion
USD of sales at the beginning of the 20th
century to 200 billion at the end of the
century. [1, 2] Increasing size of enter-
prise is associated with the possibility to
better connection and it combines the
technique, capital and people. It gives a
chance to sustain partial and temporary
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losses in a better way. At present, it is as-
sociated with better control of the global
market. It deals with preparations and re-
alization of new and complicated prod-
ucts. Also the preparations of fundamen-
tal innovations become to this issue. It is
an opportunity to employ highly special-
ized and skilled people for leading and
creative functions in an enterprise etc. If
we take a look at global entrepreneurial
environment, we will find out that 50.000
enterprises take part in global operations.
Dominant firms create roughly one fifth
of them. They are remarkable for their
exceptional size or superior intellectual
and innovation performance.

1.1. The size structure of enterprises
in the Czech Republic

There were more than 1.1 million busi-
nesses in 2011 in the Czech Republic that
are active in entrepreneurship. This
means that one company gets a share of
10 residents. Over the past five years
2007-2011, the number of active entre-
preneurial subjects has increased by al-
most 24 %.The statistical distribution of
enterprises by size groups is very uneven
see fig. 1. The biggest number is repre-
sented by micro-enterprises nearly 95 %.
Small enterprises: 10-49 employees rep-
resent about 4 %, medium-sized enter-
prises 1 %. Only two enterprises out of a
thousand belong to the group of large en-
terprises. Over the past five years, the
most noticeable growth has been seen in
the group of micro-enterprises more than
25 %, while enterprises without employ-



ees have been increasing (an increase of
33 %). The remaining groups more or
less have stayed the same in numbers.

Number of enterprises

in particular years !
2007 2008 2009

Enterprises by size 2010 20m
0-9 862 171
employees
10-49

999377 1031711 1059092 1082453
enterprises
Small

enterprises

Medium

46239 47692 46790 45966 45341
employees
50 - 249
enterprises employees
Large 250 and more
enterprise: employees

s
The Czech Republic in total

11709 12 088 11658 11656 11548

2143 2181 2063 2160 2220

922262 1061338 1092222 1118874 1141562

Fig. 1: The development of quantity of en-
terprises by size groups [6].
1) Active enterprises which demon
strated their size in the number of
employees

2. Management approaches in the

Czech Republic

At present, in our opinion, enterprise
management is strongly influenced by the
fact, whether it is a speculative or value-
orientated focus of an entrepreneurial ac-
tivity. It is estimated that the impacts of
speculative entrepreneurship are major.
The relation between investment and
speculative use of financial capital is es-
timated in the world so that one dollar of
real investments accounts for 39 dollars
of speculative transactions. Speculative
forms of entrepreneurship have come so
far that they even tunnel their own firms.
That can be considered as a pathological
phenomenon of entrepreneurship. Entre-
preneurial seriousness and the character
of an entrepreneurial environment are
thus damaged. The Czech Republic is not
an exception.

Since the middle of the last century
there has been a talk about big changes in
organization and management of large
enterprises. [3] There has been a discus-
sion whether the pyramid in fig. 2 has to
be lower with less floors, but in wider
range, so that the information about op-
portunities could be collected, or a pyra-
mid with narrower base so that more at-
tention would be focused on the strategic
concept of an enterprise. With the ad-
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vantage of information and communica-
tion technologies and with an emphasis
on maximizing short-term profits, two
layers have been crystallized in enterprise
management. [4] The upper layer consists
of power, strategic management and con-
trol functions, lower layer belongs to op-
erational management.

2.1. Network structures

A type of network entrepreneurship
brought expectations and hopes in rela-
tion to small and medium firms in Czech
conditions (since the mid 907). There
was an opportunity to increase their eco-
nomic potential and influence and also to
use the local specifics of small entrepre-
neurship. The initial idea of a better com-
petitiveness thanks to the profit of mutual
interest of connected subjects in the net-
work was very lucrative. There were
great examples abroad, especially the
clusters.

The original concept of equal opportu-
nities for network members, however,
gets a crack. Economically powerful enti-
ties take control over entrepreneurial
network and become the core of network.
The asymmetry deepens among network
members [5]. The core, which organizes
and controls the network, accumulates the
maximum of profit, semi peripheral or
peripheral network is forced to assume an
increasing degree of market risk. Periph-
eral partners are granted access to the
network when they accede to the domi-
nant members. Credibility is converted
into power pressure in the effort to ex-
haust the competitive potential of the
non-dominant firms in fig. 2. We find
other negative consequences of major
core enterprises, e.g. labour market for
their privileged position in the region
may be an unwelcome burden on
transport and other infrastructure etc.



NETWORK'S

A) Rigid hierarchical structure B) Network structure in entrepreneurship

Fig. 2: Paradoxes in the management of solid
and network structures in entrepre-
neurship, own processing.

2.2. Holding structures

We can see that three layers of holding
structure have been gradually crystallized
see fig. 3. The first form power, property

and financial structure of the core holding.

It consists of the parent company. Besides
having the function of determining the
share capital to control the other (subsidi-
ary) companies, strategic function is fo-
cused on creating, renewal, transforma-
tion and expansion owned portfolio of the
business and non-business type. Financial
services for holding enterprises are con-
siderable. There is also a central enclo-
sure of holding group activities, e.g. in
the form of purchases of selected items of
goods, services, etc. This strategic "head-
quarters" is a separate legal entity.

The second layer consists of holding
companies (daughters) of the first or fur-
ther order. They are selected to a holding
according to what the parent company
prefers, whether it is financial (e.g. short-
term gain) or technological and marketing
aspects (usually resource linking, techno-
logical, manufacturing and marketing
verticals). These companies are legally
separate entities.

Third — in fact added layer of the hold-
ing structure consist of a special type of
non-profit organizations. Their mission is
to create a favourable image of the hold-
ing company structure in the public eye.
They can take the form of foundations,
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non-profit organizations, charitable activ-
ities. These can also be various fan clubs
etc.

0. Add-on layer of
holding

1. Power layer of
holding

* image of holding
structure

* power, asset and
financial structure

* holding companies of
the first and other
consecutions

2. Performance
layer of holding

Fig. 3: Three levels of the holding structure,
own processing.

2.3. Self-employing firms

However, when we have a look at the
other size structures of enterprises, then
there is the most numerous and very di-
verse group of self-employing firms
(about 85 % of the total number of firms).
The subject of entrepreneurship outweigh
simple activities, there are firms that fo-
cus on specialized and highly skilled and
sophisticated activities. Knowledge of the
control sphere is different - from the in-
tuitively implemented control schemes to
a funded enterprise models, correspond-
ing knowledge of the micro-firms (usu-
ally these are independent consultants and
advisers in business and management). A
vital factor in management is the ability
to communicate, cooperate, and collabo-
rate.

We can observe a new phenomenon in
the form of so-called Svarc system under
the Czech conditions for 20 years. Czech
entrepreneur named Svarc devised a way
to save money on taxes and levies in par-
ticular social and health insurance. He
began to implement his enterprise model
so that all of his employees were laid-off.
Then they began to work for the entre-
preneur with a business license and sup-
ply agreement for a self-employed (Self-
employed).



3. Conclusion

Under the conditions of the Czech Re-
public we can identify changes in size
structure of the companies and in the ac-
tual approach to management at the par-
ticular sizes groups of enterprises. In the
last five years there had grown the num-
ber of micro-firms (0 — 9 employees) and
in this group there are much more firms
without employees.

Dominant and big enterprises are look-
ing for the management approaches. They
create conditions to keep their positions.
They try to reach other markets and
strengthen their economic and non-
economic influence. Dominant enterpris-
es focus on organizational structure of the
holding type. Holding is formed by con-
trolling company and subsidiary compa-
nies that are controlled by controlling
companies (controlling company has
more than 50 % of voting rights) or sub-
sidiary companies that are under co-
controlled (controlling company owns
directly or indirectly at least 20 % but
maximum 50 % existing voting rights).

Subsidiary firms are selected to join
holding based on techno-production or
distribution verticals. Foreign enterprises
create networks utilizing their dominant
position. After the first wave of cluster
initiative in the Czech Republic there ap-
pears stagnation. Some foreign enterprise
branches that are dominant in these clus-
ters are starting to think about leaving the
entrepreneurial environment of the Czech
Republic and relocate to Asian regions
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because of the costs reasons. It was found
out that those members of branch for-
mations endeavor the success of clusters
especially under regional conditions. In-
novations are the basic element in the ar-
ea of uniqueness. In the managing pro-
cess the most activities are oriented on
cluster members rather than on activities
connected with administrative agenda and
contacts outside the cluster. The major
group of the vital clusters was formed
around big dominant enterprises.

The presented findings were generated
under the project "Analysis and Demog-
raphy of Enterprises in the Czech Repub-
lic".
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