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Financial secure – place, role, development 

 

1 Financial security - definition 

Financial security Army Czech Republic creates a subsystem within the overall 
economic system of the defense sector, where, along with other subsystems involved 
in supporting the fulfillment of the tasks and objectives of the Ministry of Defense.1 

Activities related to financial security in the defense sector, respectively organization 
financing system includes processes, physical and information flows, features and 
links management. 

 

The area of financial security in the defense sector is among the so-called service 
management elements (decision-making). The area of financial security significantly 
determines (restricts) the scope for decision making and decision ever. This is seen 
in the armed forces, in this case the Ministry of Defense, means that financial 
institutions subordinate commanders should play an advisory role commander.2 

The order of the Ministry of Defense no. 42/2002, valid until 31. 12. 2012 - define in 
detail the concept of financial security as a set of activities and measures that 
established procedures and practices with participants in the processes within an 
economic system aimed at obtaining the financial resources for the medium budget 
outlook for drafting the MoD budget for the financial year and its redistribution to the 
place of execution of expenditure.3 

Financial security is effectively and efficiently allocates budgetary resources allocated 
during the financial year. Further directed to planning, recording, analysis, control and 
professional management, issuance of budgetary resources and care about the 
financial stability of departmental activities (i.e. The ability within the approved budget 
of the Ministry of Defense to pay obligations and ensure their maturity, financing 
regular activities in compliance with economy, efficiency and purposefulness 
expenditure and implement financial security of persons paying security payments 

                                                           
1
 RMO č. 72/2012. Finanční řízení a finanční zabezpečení. Praha: MO, 2012, s. 38-43. 

2
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receivables and liabilities, and related activities including management of the 
respective agendas.4 

 

Newly issued by order of the Minister of Defense (OMoD no. 72/2012), which came 
into force on January 1, 2013, defines financial security such as: 

"Is the use of funds in the realization of personal expenditure and financing on the 
basis of decisions arising from financial management. Part of the funding is keeping a 
list of measures implemented in accounting and statistics."5 

 

Development of financial security 

The system of financial security in the Ministry of Defense has developed. In each 
period of the financial services reflect the need for bodies that were present system 
of financial security. 

 

Developing a system of financial security can be divided into four basic stages  of 
development: 

− system of financial security since the end of World War II in 1950; 

− system of financial security and management in the Czechoslovak People's 
Army since the early 50s of the last century until 1992, so-called managing 
clerk system of financial security (managing clerk system of financial services). 
This period was historically the longest stage of the functioning of financial 
services; 

− transitional period in financial security - since the beginning of 1993, when the 
division of the Czech and Slovak Federal Republic (l. January 1993) into two 
separate states, the Czech and Slovak Republics, and when finished 
managing clerk system of financial security and creating the so-called. 
territorial system financial security; 

− the period from 1994 to the present, when it was throughout the Defense 
Department established the territorial system of financial security, which has 
over the years also constantly changing, most recently on 1 January 2013. 

 

 

                                                           
4
 in the same place, Article 5 

5
 RMO č. 72/2012. Finanční řízení a finanční zabezpečení. Praha: MO, 2012, čl. 4. 



 

 

2 Organization and management of financial services  through managing clerks 

Managing clerk financial security system worked before the split of Czechoslovakia 
into the Czech Republic and the Slovak Republic on 1 January 1993.  

The organization of this system based on the purpose of the Czechoslovak People's 
Army. This purpose was given the doctrine of the Warsaw Pact, which required 
answering the NATO strike and pushing the enemy territory to Siena. This required 
the construction of units that will be able to separate the long-term economic 
functioning. Financially economic service was integrated into the structure of the 
army and was assigned to the personal staff of Commander. 

 

The main source of financing for planned activities units Czechoslovak People's 
Army consisted of budgetary resources provided in the budget of the Ministry of 
National Defense (MoND) and income from operations in the Ministry of National 
Defense. Authorization to dispose of the financial resources is shown in Figure 1. 
These officers possess budgetary resources through appropriate bodies, hence the 
term managing clerk system of financial security. The units allocate financial 
resources financial authority of the senior joint holder, which was assigned to finance. 
The central financial authority of the Ministry of National Defense (Financial 
Administration), financial institutions clerks 2 grade, 2a grade, 3 grade were required 
for bodies financed organize and manage the overall financial activities and give 
instructions to individual financial institutions, financial and legal matters in 
accordance with valid legal regulations. A similar obligation also had individual 
financial chiefs towards members of departments. The units are subject to financial 
control clerks, supervisors of the budgetary and commanding presence. 

 

 

 

 

 

 

 

 

 

 



 

 

Figure 1 Managing clerk system of financial security  

 

Source: FLACHBART, Alojz. Management financování ozbrojených sil AČR. Brno: 
UO Brno, 2006. P.č. 35. 

 

Managing clerk system of financial services was in line with purposes of the armed 
forces. 

Financial management of the Ministry of National Defense was highest governing 
body, as a managing clerk l. degree. Chief of Financial Services of the Ministry of 
National Defense was responsible for the overall running of financial services across 
the Army. Its organizational structure is divided into sections, departments, and 
groups according to their specific activities. 

Financial management was at the command level military district, as a joint holder of 
2nd degree. Military circuits were two, and that Western Military Circuit in Tábor and 
Eastern Military Circuit in Trenčín. 

The Finance Department was on the level of army, as a managing clerk 2a. degree. 

Division or brigade was next level of command, depending on the type of troops, as a 
joint holder of grade 3, where the financial group. Chief financial services division or 
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brigade directly subordinate professionally managed financial institutions from the 
units, assigning limits on individual budget items, including funds for salaries and 
wages and also control activities performed by directly subordinate units and 
facilities. Allocate funds to the accounts units of the Czech National Bank, the so-
called Platoon V.  Each department had with this financial institution set up one 
account in a bank or so-called short journey  to other financial institutions, as a 
commercial bank or Czech State Savings Bank, and according to dislocation unit, 
and its availability to the financial institution. Division Commander (brigade) 
determines the salaries of his subordinate commanders of units and facilities. 

On stage battalion and regiment was responsible for the financial service unit 
commander on the one hand, but also professional functionary namely chief financial 
services. Chief financial services unit was a member of the staff unit, directly 
subordinate commanders. Individual elements of the unit as a troop or battery 
financially secured the warrant through these units. 

Unit commander directed the financial service unit was responsible for it and have 
the financial resources unit manner prescribed by rules and regulations. 

 

Unit commander was especially obliged: 

• maintain strict financial discipline and tables, was responsible for the efficient, 
economical and efficient spending public money, and he made sure that they 
fulfill all the requirements of unit officials; 

• ensure that tasks are fulfilled according to plan combat and political 
preparation with only minimal expenditure of financial and material resources 
and the cultural, economic and sports activities of the unit was secured as 
economically as possible; 

• consistently ensures educate members of unit to a socialist economy relative 
to the entrusted values; 

• before any order to ensure that the measures resulting from it was materially 
and financially supported; 

• approve the plan for financial security and combat political affiliation and take 
action due to fluctuations in its implementation; 

• ensure timely consideration and statutory damages of occupational accidents 
and enforcement recourse claims; 

• determine the number and scope of systematic and random checks 
implementation and documentation of treasury operations, including the 
periods for which it will be implemented, always taking into account the 



 

 

specific conditions of the unit term determined so as to not inspected the place 
known beforehand. Check and control authority with the right to sign; 

• organize in finding financial offenses of any kind to make timely decisive 
measures to eliminate them; 

• personally approve each expenditure bill and advances; 

• sign checks and orders the Czechoslovak State Bank, payroll service for the 
payment of the income of professional soldiers, wages and salaries of civil 
employees, contracts and working arrangements and the financial statements; 

• arrange for a financial audit of their conclusions and take action; 

• ensure the safety of funds and other valuables in their custody by unit, 
handling and transport, when choosing a cash payout to provide transportation 
to the means of transport and armed protection; 

• require at least once a month from chief financial information report on the 
overall state of financial and economic activity for the unit. 

 

Professional body in the financial security was chief financial unit. He was the direct 
superior of members of the financial services unit and was responsible for combat, 
political and training for the financial services unit, for their education, military 
discipline and political and moral condition, and the overall condition of the financial 
management unit. 

 

Chief Financial was especially obliged: 

• Follow the instructions Commander organize financial and economic activity in 
accordance with the rules, orders, ordinances and regulations regarding 
financial and business services; 

• explain all members of unit orders, rules and regulations relating to the 
financial and economic activities; 

• strictly adhere to financial discipline and ensure economical, efficient and 
assigned proper spending and to avoid exceeding the approved plan of 
financial security combat and political training and limits set on the relevant 
budget lines falling within the scope of the financial management of the budget 
of the Ministry of National Defense; 



 

 

• commonly prescribed keep accounts, prepare financial security plan to combat 
and political process of preparing financial statements and management 
analyzes its section; 

• fulfill obligations arising from the directives for the implementation of projects 
of machine processing of information in various areas of economic financial 
services; 

• ensure proper and timely implementation of the cash payout requirement for 
all members of the unit; 

• propose measures for quick and correct decisions on complaints and requests 
for financial and business services and commanders prepare documents to 
execute them; 

• checked daily cash balances with the rest of the period as reported in the cash 
journal and do random checks of the recipients of cash advances, deficiencies 
identified immediately report to the unit commander; 

• monitor, together with officials designated commander of unit, auxiliary 
enterprises management unit under the separate directives, 

• together to sign the plan of financial security combat and political training, 
checks, orders Czechoslovak State Bank, statements and other documents; 

• consistently keep records of income and normative regulations relating to 
economic services; 

• retest formally sold invoices for material, labor and services rendered, leading 
them to record and track their payment; 

• retest at random in material accountancy, whether it is timely and properly 
recorded into income material custody of funds to the department; 

• retest contracts and orders concluded unit, to ensure proper liquidation of 
financial rights and obligations arising from the formation of contracts, 
arbitration decisions and decisions of other state bodies with the financial 
reach; 

• retest formally submitted financial documents prior to their reimbursement and 
posting to ledgers; 

• ensure timely and correct payment of incoming and outgoing invoices for 
materials, labor and services; 

• take measures to ensure timely and proper investigation of damage to money 
and control in collaboration with professional chiefs timely completion of cases 



 

 

other damages, damages not discussed report within the prescribed period the 
unit commander on the action taken; 

• ensure timely and proper recovery from department members, organizations 
and citizens; 

• normally inform the masters of the department of financial and economic 
activities of the department and at least once a month to give the commander 
of the message; 

• cooperate in compensation for work injuries and occupational diseases and 
enforcement recourse claims; 

• prepared in collaboration with professional guidance by the chiefs of the unit 
commander basis for economic analysis; 

• design unit commander remedial measures in the financial-economic activities 
of the department; 

• manage financial activities professionally in units and departments affiliated to 
financial security (backed units); 

• ensure safe custody of all financial documents and deliver them within the 
deadlines set in the archive. 

 

3 Managing clerk system of financial services 

Each unit had to cover their needs superiors assigned unit limit funds. Coverage of 
these limits was ensured by the Ministry of Finance to the accounts of the military 
units through the Czechoslovak State Bank. This account, you should create each 
unit itself, but only with the permission of the senior joint holder. Czechoslovak State 
Bank had communications with military units even established a special group, 
called Platoon V , which dealt only with the cooperation of the military units in 
handling of funds in the account, but also how to load, changes and cancellations for 
this account. 

This system was set up so that it was able to function not only in peace even during 
armed conflict. Czechoslovak State Bank was prepared in the event of war open our 
field department, which would take care of the financial needs of security units. In 
Figure 2 we can see a simplified scheme of managing clerk management system, 
financial services (financial security). 

 

 

 



 

 

Figure 2 Managing clerk system of Financial Services (Financ ial Security)  

 

Source: FLACHBART, Alojz. Management financování ozbrojených sil AČR. Brno: 
UO Brno, 2006. P.č. 35. 

 

Even in today's world is managing clerk control method, then financial services, as a 
system, which had many positive aspects, although objectively evaluated from the 
perspective of today's legislation and requirements placed on today's economic 
service, this method of management services virtually impossible. Managing clerk 
system of financial services is not complete, closed and internally interconnected 
whole. It is arguable that it was only a cash register operation, which were observed 
only individual incomes and expenditures. Evidence of the property was completely 
separated from the former accounting. The system does not create transparent 
conditions for the creation and implementation of the budget of the Ministry of 
Defense, gave almost no idea about the effectiveness of allocated resources. 
Furthermore, the system did not provide sufficient information on the location, status 
and movement of property. There was no coherence between practical and financial 
planning, the financial and property accounting. 
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On the other hand managing clerk system from the perspective of managing 
individual organizational elements, due to the existence of a sophisticated system 
rules and regulations in the area of financial services ensures: 

− uniformity of interpretation of laws relating to the financing of individual units; 

− unification flow of economic information - information about the structure of the 
budget, on credit limits, etc.; 

− availability of background information for the then financial management. 

 

The effectiveness of financial security was in former management system, provided 
by the controls. The most important was the system of checks undoubtedly periodic 
revision of senior management grades, which took place at the individual part of 
military rule, once every two years. 

Financial institutions senior grades were required for units to finance manage 
financial service giving financial institutions expert instructions in financial - economic 
and financial - legal issues in accordance with applicable regulations and were also 
empowered to issue instructions for proper use of earmarked financial resources with 
which financial institutions were managed. How to use allocated financial resources 
(in particular the purpose of their use) was one of the key areas of periodic revisions. 
Using financial resources contrary to the norm was addressed as damage to the 
property of the military administration (now state property). 

 

From the perspective of today were the main problems in the financial services 
system and how to control the following: 

• rules laid down by internal normative acts and other internal regulations for the 
financial management of the Ministry of Defense did not comply with generally 
binding legal norms (e.g. Act no. 563/1991 Coll., on Accounting); 

• the Ministry of Defense has not been a comprehensive and coherent control 
system; 

• level of understanding and knowledge of employees in the economic system 
of financial services does not create conditions so that they can be some of, 
currently modern elements of economic management, applied in practice; 

• then existing system of financial services was contrary to the interests of 
efficient, economical and effective management of assets and financial 
resources. 



 

 

Financial discipline  consisted in a strict and exact compliance with laws and other 
generally applicable regulations, orders, military rules and regulations of the Ministry 
of Defense, which regulates financial or economic relations, are financially economic 
impact.6 All members of the department were obliged to observe financial discipline. 
For its implementation and consolidation answered unit commander and chief of 
financial services. 

Resources of degrees senior managing clerk unit were allocated to the level of the 
individual, if applicable budget items and on the degree of the military unit was by the 
then military regulations can convert between these limits budget items. For each 
budget items, for which the unit was allocated funds were allocated in the amount of 
these so-called. Annual financial limit, which is the upper limit of the drawing of 
financial resources in the financial year and this limit could be changed only in writing 
from the level of senior managing clerk. 

Financial Standard  is a set amount of funds that can be spent on the 
implementation of a performance, to purchase certain materials or to run an activity.7 
Financial standards were at the time of his reasoning. Due to the fact that, especially 
before 1989 was the defense of the state classified as primary needs of society, there 
was a situation in which military commanders were looking part, as representatives of 
end consumers’ budget, state budget funds practical "unlimited".  

In terms of accounting for funds military units charged only on income and 
expenditure and called. Financial accounting was completely separate from the 
material evidence that was conducted only in physical units. All property resort filed 
only in quantity units and there has not been investigated, nor its financial value. 

A completely different situation from the status quo prevailed also in monitoring and 
evaluating the budgets of individual military components. The main type of financial 
resources for financing the needs of military components were, like now, budgetary 
resources allocated from the budget of the Ministry of Defense. The department 
managed the following resources within the amounts approved in the "annual 
request for allocation of financial resources."  

Budgetary resources can only be used in accordance with the regulations and the 
purposes for which they were approved. Budgetary resources were used only until 
the end of the financial year (the same as the calendar year), and just to cover 
expenditure relating to operations carried out by the end of the year. 

Probably the biggest difference managing clerk the management of financial services 
from the current economic services have been in the system, objectives and methods 
of accounting. Then it was a modification of the single entry accounting, adapted to 
the conditions of the resort. Military units and equipment were separate entities. 

                                                           
6
 Všeob-P-14,Finančně ekonomická činnost u útvarů Čs. armády, čl. 9. 

7
 Všeo-P-14, Finančně ekonomická činnost u útvarů Čs. armády, čl. 78. 



 

 

Another major difference compared to the current situation in the field of accounting 
is in an entirely different approach to accounting for the assets, which was based on 
the following philosophy: 

• for the management of tangible assets in the military rule that tangible 
investment assets were considered material prepared for war purposes, i.e. 
single-use consumption. At the same time distinguish diversity of assets for 
purposes of war and property for common use. Also, its valuation was 
considered problematic assets inventory valuation did not fulfill the function 
was focused only on the number of units, units of measure, etc.; 

• basic requirement for transition from peacetime to wartime army operations is 
its speed and simplicity. Therefore, it was considered that this requirement is 
best suited in peace keeping separate financial accounting and material 
evidence; 

• this appeared to be advantageous both in terms of the administrative burden 
and in terms of security of own changes to the individual components; 

• financial accounting were separated from asset. Assets are filed only in 
physical units (pieces, set, etc.).  

• crucial part of the material, such as. Combat technique, weapon systems, 
ammunition, equipment and commissary technique has been secured for the 
entire army by the central authorities, who performed as payment for their 
supplies. Purchased material resulted in material accountancy central 
warehouses or directly to individual components, where was the supplier of 
the material delivered. Securities monitoring the movement of centrally 
procured material with the troops were from the technical and administrative 
standpoint deemed hardly feasible. 

 

Then a form of bookkeeping, not interconnectedness of financial and assets 
accounting was essentially the main cause of the state, it was not possible to monitor 
and evaluate not only the cost of the various activities which were financed, but 
basically the activities of the resort as a whole. 

 

Based on the above it is clear that if managed accounts thus served, respectively. 
could serve in particular: 

− providing information on the status and movement of budgetary and other 
financial resources; 

− monitor and control the issuance of special-purpose financial resources; 



 

 

− monitoring compliance with the principles of financial discipline; 

− evidence of financial relationships between the unit and senior financial 
authority authorized managing clerk; 

− providing information for economic analysis, which was carried out in semi-
annual intervals. 

 

Stated needs and match the form of accounting. 

 

There were those (hand held) basic books: 

• Cash book; 

• The book cash accounts; 

• Evidence of expenditure by type; 

• The book invoices; 

• Evidence strictly billable forms. 

 

Changing the then (managing clerk) management system was implemented in three 
phases, coinciding and therefore some phases and partially intertwined: 

1. implementation of the System Planning Programming and Budgeting (SPPR); 

2. the emergence of Military financing authorities (MFA) and the introduction of 
double entry accounting; 

3. formation of Economic services (ES). 

 

4 Liner-staff management 

In the field of command and control within managing clerk the management of 
financial services (in financial security) applied linearly-staff management, which was 
based on lineage-staff organizational structure. 

Liner-staff organizational structure was and is in its base of combining two structures, 
as is clear from its name - from the liner and staff. The essence of linear 
organizational structure is a direct injunction power of line managers - commanders. 
Head liner groups perform vertical line management and forms the axis of the 
structure (brigade commander, unit commander - company commanders - platoon - 



 

 

squad leaders). Head liners have the highest powers and responsibilities. They are 
responsible for the functioning of all lower organizational elements. 

The second component is a staff organizational structure. Staffs mainly have an 
advisory function security line manager’s qualified decision. Staff coupling occurs 
between the staff line managers (e.g. Chief Economic Services Brigade - CES 
department). The staff group is formed when army of specialists - the chiefs of the 
various areas (CES, Chief logistics - CL, ...). Staff organizational structure cannot 
exist alone, but always in combination with a very linear organizational structure. 
Staff organizational structure serves as a support element for decision making line 
managers. Liner-staff structure combines a certain proportion of staff and line 
functions. 

In Figure 3 we can see a diagram of lineage-staff organizational management 
structure between the brigade and battalion. Full line indicated command 
management and fitful professional management. 

 

Figure 3 Liner-staff organizational management structure  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: FLACHBART, Alojz. Management financování ozbrojených sil AČR. Brno: 
UO Brno, 2006. P.č. 35. 
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The organizational structure of the armed forces must provide two types of 
processes. This is normal operation and combat operations. From this perspective, a 
commander of two units: personal staff, also called special and staff, also called 
wide. 

 

List of tasks for students:  

1) Characterize the nature, evolution and basic con cepts of financial 
security. 

2) Explain managing clerk system of financial secur ity. 

3) Explain the duties of the subjects managing cler k system of financial 
security. 

4) Draw and explain managing clerk system of Financ ial Services (Financial 
Security). 

5) Characterize concepts: financial discipline, fin ancial norm. 

6) What do you understand by the concept of lineage -staff management - 
draw, explain. 

 


