
 

 

 

 

Course Name: Financing and economics management 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Author: mjr. Ing. Blanka Adámková, Ph.D. 



Topic: T21 Place and task of economic management 

 

Course Objectives:  

The aim of the lecture is to establish a system of economic management as part of 

the economic system cost unit ACR. Further refine this general definition. Clarify the 

objectives of the economic object, i.e. the objectives of the economic system, which 

is also closely related to the system of economic management. 
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Introduction1 

Fixed and integral part of the management of each target-oriented entity's is economic 

management. The symbiosis of human and material elements is ongoing processes of economic 

nature, which must be controlled. Their result should be economically sound decisions with respect 

to the deficiency and thus the scarcity of resources. The need for a permanent management 

decisions about their efficient allocation is enforced objectively inevitable contradiction between the 

need for resources and their disposition. It can not be otherwise in terms of management or cost unit 

ACR, as a relatively autonomous entity which manage the organizational structure of government 

departments. 

Dynamics of the system of economic management cost units can be in terms of military practice seen 

in repeated cycles in the budget process, periodically repeating every line planning, approval and 

distribution of resources, implementation, monitoring and final evaluation. The above-mentioned 

stages of the budgetary process in the interval of the financial year may be seen as the fulfillment of 

individual management functions and thus is not self-evident that they are sequentially arranged in 

a timeline discharge of their duties. It is about managing the processes of economic nature. 

Understanding the structure of the economic system of a cost unit is essential to the constitution of 

economic management, which, together with a set of appropriately selected indicators in use or cost. 

Managerial accounting can contribute to improving the state of management cost unit. 

 

0. A new look at Army 2 

After 20 years of social and economic transformation of our society, manifested in large changes in 

both the private and public sector, could be expected that the economic system of the Army of the 

Czech Republic will fully reflects those changes. It would also understandable that the army will be 

seen not only as a public sector entity, but also as an economic entity which adapts itself to the 

conditions of the new economic environment. 

A number of issues raised by the military-economic nature were solved, yet opinions on other 

solutions have not been sufficiently clear and unified. This inconsistency is rooted primarily in the 

underestimation of the importance of urgency to fully respect the change in position of the new 

army as an economic entity. On the military in the new national economic conditions must be 

regarded as an economic, internally richly differentiated system in which a flow of human and 

physical capital and transformation processes. This is most clearly noticeable at the military units 

that form the "skeleton bearing" army. Such a concept he fails to understand the economy of the 

army and military units only as "a space for creating the conditions for action", but as "application 

area of financial management, used in the business sector of the private sector, which will raise 

incentives to commanders of military units felt personally responsible for the efficient and effective 
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use of material, human and financial resources entrusted to them to perform tasks of the training 

year“. 

Underestimating the importance of a systemic approach in transforming the economic system of the 

Army of the Czech Republic led to a conscious or unconscious preference for military-technical 

approaches prior approaches based on linking knowledge management, accounting theory and 

economics. This situation results that have not previously completed the necessary steps to create 

conditions for the fulfillment of the real content of economic management in the armed forces of 

the Czech Republic as a whole and at the level of individual military units. 

 

1. Economic management cost unit ACR in the context of the budgetary process3 

The economic system and economic management of individual departments and equipment is 

determined by the fact that it is a part of the State. It is a system with specific properties, which are 

reflected both in management and in the economy. The structure of this system comes from 

a lineage-staff structure with distinct elements of centralization. So far, the high degree of 

centralization is reflected strongly in the budgeting system and financial security to the level of 

military units. 

Military units in the context of this course are seen as part of higher unit, which is the Czech Army. 

We could, however, also speak about the Ministry of Defence. From the perspective of the problem 

will focus attention on the state organizational unit or its components, which are the individual units 

of the Army of the Czech Republic. This higher system but also consists of other components that 

have different economic character. Here we have in mind the way raise funds for their operations 

and development. 

The budgetary process has the following phases4,5,6:  

• preparatory phase, 

• phase processing of documents, 

• elaboration phase  workbook and its discussion in the Chamber of Deputies, including the 

adoption of the Law on State Budget for the year ... 

• Phase breakdown binding budget indicators MO for the year  
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• implementation phase of the budget MO (and change management) 

• Phase clearing financial relations.  

After a preparatory phase, which covers the period of work on the basic input documents and their 

issuance (central control department), preparation of computer support for processing calculation 

sheets and centrally planned expenditures (including utility costs) and systematic training of 

individual actors budgeting phase follows the preparation of documents for subjects budgeting. 

It has a stage costing - budgeting (expenditure and revenue), data collection (in electronic form), 

data evaluation and optimization of expenditures required volumes approved "Prediction spending 

limits" through the so-called iterative process. 

Calculation budgeting process7,8, means of calculating his own expenses according to the rules for 

calculating all subjects. 

 

2. Implementation of the functions of economic management  

in data processing phase9 

In the stage of preparation of documents for a cost unit stage is characterized by calculation of 

budget revenues and expenditures. Management and Cost unit compulsorily by centrally defined 

methodology planned - budgeted expenditures species. It could also be said that future 

implementation plans. It should in fact be a matter of course that the initiation of this phase is 

accompanied budgeting perfect vision about the role of training and subsequently derived 

knowledge necessary resources for their implementation. 

Rigidly fixed reality preparation of documents for a cost unit means that there is a calculating his 

own expenses according to the rules applicable to all entities, calculating, although management 

should carry out a calculation of costs relating to the future implementation of the tasks of the 

training year. 10 For cost unit successive phases of the budgetary process, implementation, it is in 

ACR understood only as the fulfillment of the tasks of the training year and their financial coverage. 

From the perspective of economic management cost unit stage costing should be included in the 

initial implementation management tasks with the functions of planning, organizing, leadership and 

control. 
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Phase preparation of documents is activity - the process itself, which should also be managed by all 

management functions. Quite logically, it is possible to ask the question, how far it may commander, 

at present, plan, organize ... etc. 

Controlling covers all management functions, not only planning, but also other sequential managerial 

functions, i.e. organizing, leadership. Giving the right content management function in the budgeting 

phase and given the economic aspect of management is a task conditioning unit commander what 

has been said about the previous management features. How should to do the check of the 

fulfillment of economic goals when we lack comparative - a planned basis. Only with difficulty can in 

fact fulfill eg. Controls function within the managerial functions of planning. Resp. it can be just as 

qualified to perform the assigned based on empirically derived values, usually refilled tasks. Empirical 

evidence, however, is not a sufficient basis for evaluation. Check other management functions stage 

budgeting may focus on assessing performance, quality, accuracy and timely performance of tasks. 

Results of the control function but lack the economically measurable value. 

 

3. Implementation of the functions of economic management  

in the implementation phase of the budget11 

Planning for future implementation, therefore, future expenses (income) for CU linked to the goals 

of economic management, for specific activities and weaknesses, in fact, done on the basis of 

standardized financial expenditure planning standards. Their material or component value is not at 

this stage, be applied to a specific future actions, but provides the same value basic expenses for 

the same category of consumers. There is a resource that is not created foundation focusing on the 

purpose and usefulness and certainly not to establish procedures and resources, both in terms of 

economic activity to ensure criteria. Planning performs its function only if the plan provides 

verifiable criteria for its implementation. It is expected that as a clear definition of objectives of the 

plan, as well as ways of assessing progress and extent of their achievement. The aim here must be 

concretized so that they can serve as a measure of the success of certain strategies, but also as 

a basis for development. 

A control function under economic management in the implementation of the budget is based on 

the parameters set Financial Control Act. 

If the economic cost unit management has to pay for the control of performance and set new 

targets must be ensured by comparing the plan with reality, must be analyzed deviations and 

measures taken to remove them, then you need to think about the feasibility of this idea at least of 

the military unit in comparison with the most widely used method of comparison, applied in the 

market sector. Then you can come to the conclusion that this activity is at the cost units either 

unfeasible or feasible with significant complications. 

System management tools and methods in the market sector are derived from economic categories 

and indicators of relevance intermediary between controlled and controlling entity. In the current 
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realities of military units include the most manageable indicators, the level to which expenditures 

(either by kind, or in the best case of expenditure on activities). The most commonly controlled 

pointer is not able to convey information about the level of economy, efficiency and effectiveness of 

implemented interventions. Does not allow us to not yet unplanned, yet endpoint costs to the resort 

functions as accounting, registration, but not economic (accounting is not yet fully developed into an 

instrument of economic management, assign costs by origin, responsibilities, activities, processes, 

only started with budgeting, expenditure on activities). 

The indicator is not immediate, but mediated reflection of reality. Each indicator reflects only a 

certain aspect of economic reality. The practice of military units, but the whole resort is not so 

complex indicators that reflect economic reality in its entirety. Subsequently, it can be stated that 

monitor and evaluate the economic aspect of CC is possible only on the basis of selected indicators 

and systems in all individual cases to realize what from the sign we can expect what is his explanatory 

power. 

 

4. Definition of the system of economic management cost unit12 

In the previous section it was defined by a system of economic management as part of the economic 

system cost unit. Before that refine the general definition you will need to clarify one issue that binds 

to define the goals of economic object (ie the objective of the economic system) and is closely 

related with the system of economic management. 

The concept of objective economic object is inherently wrong, but it is ingrained practice. 13 We often 

talk about the organization's goals, objectives, etc. resort. At the same time, these economic subjects 

(economic systems) themselves have no goals and have not (de facto there is the personification of 

these economic objects). 14 Category "targets" are inextricably connected to the body that formulates 

specific goal and achieve it directed its activities. The subject is therefore a system of economic 

management. In the case of the analyzed economic object such entity command cost unit. It follows 

that the objectives of the economic system defined object on the economic cost unit are identical 

with the objectives of the system of economic management. For this reason, the general objective 

system of economic management is not going to define, since it was already listed as a target of the 

economic system. 
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5. Features and links in the system of economic management cost unit15 

To simplify the system of economic management can be decomposed into its individual elements 

and links between them. For elements of the system of economic management it can be seen 

primarily as an individual employee (or group of employees), but also their technical equipment. The 

system of economic management in itself combines economic function (complex management) 

function control. 

Key elements in the system of economic management of the military unit would have been the 

chief economic services and its subordinate department of economic and financial Management 

Agency, under whose scope would be considered a cost unit incumbent. The contents of these 

experts are bookkeeping, budgeting and financial plans, implementation of analysis and evaluation of 

economic activity sites running of the organization. Usually, however, does not directly economic 

management. In terms of the military unit by those daily decisions about how much too actually 

consume the available resources of the military unit, in addition to the above-mentioned also the 

unit commander, platoon and company commanders and other specialist department officials. 

Reasons doubt that CC consumes resources according to the principles of economic rationality:  

a) The nature of the expenditure on management cost centre, 

b) Absence management tool allowing real economic system cost centre (management 

accounting), 

c) Character control and regulation within the system of economic management. 

 

6. Function system of economic management cost unit16 

The system of economic management is directly involved in fulfilling the economic function of a cost 

centre through the management of internal and external economic relations. Within the system of 

economic management must be identified these relationships, financially and value terms, and 

managed so that there was a fulfillment of basic parameter existence of the military unit in terms of 

economic functions. 

Management of external economic relations from the perspective of cost center should include 

activities and processes that are associated with defining the objectives and tasks of the military unit, 

creating long-term and short-term financial plans, doing analysis and control of financial goals, 

planning asset structure, analysis of investment projects, deciding on ways provision of essential 

services, etc. 
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In the environment of the military unit, there are many sub-functions and processes that are also 

economic in nature, but their results are not directly cash flow - these processes are known as 

internal economic relations. These relationships are of considerable importance for the realization of 

the economic functions of a cost centre - especially economic relations between departments and 

cost centres of economic management tools. It should be emphasized that currently each military 

unit has a clear definition of the organizational structure, economic structure, however, is not 

defined, nor about its creation considered. In doing so, the constitution of the economic structure of 

economic object is important for the management of internal economic relations that actually exist 

in every economic system. This would enable even in terms of the military unit, you can: 

a) Assign the costs of the military unit's individual performance (this area would then be 

addressed primarily through the allocation of costs in the form of calculations) and 

b) The cost of the military unit assigned to individual organizational units within the liability 

issues of economic management. 

In the private sector for the internal economic management is commonly used as a basic aspect of 

identification and allocation of costs, the aspect of their causes and as a complementary - the 

criterion of liability for the costs and revenues. 

 

7. The economic structure of the cost unit as a precondition  

for the constitution of a system of economic management17 

In the previous text, it was noted that currently the economic structure of a cost center is not 

defined, while its creation is closely related to internal economic ties and the implementation of 

economic governance as such in terms of cost center. The following text attempts vysvětliv rationale 

for creating this structure and clarify the use of certain terms that this issue are closely related. 

Economic structure reflects the organizational structure of economic object and usually comes out of 

it. Economic structure economic object is formed by internal economic units such elementary 

elements of this structure. Specific identification of these internal economic units can often vary. 

Term cost unit is not identical with the term, which is used as a synonym for military units. 18,19  The 

concept of business practice and theory of business economics, this term denotes an element of 

which is made up of the economic structure of the company and to which they have the attention 

of the system of economic management. Cost unit is the lowest corporate departments for which 

costs are determined in terms of responsibility; basic tool of economic processes is controllable 
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budget costs, which are subject to control (example might be a department business administration). 

20 

In terms of the Czech Army for the security needs of the budgetary process which uses the same 

term "cost unit" and in comparison with the above characteristics cost unit enterprise, we can find 

some parallels: 

a) Cost unit in terms of the Czech Army is also internal economic entity, but the Czech Army 

and not the military unit. The term "military unit" and "cost unit" (as already mentioned) is 

the military conditions can be understood as a synonym 

b) Cost unit of the Czech Army in this system is also the final element and is responsible for 

bookkeeping. 

 

Conclusion 

Economically manage not only to control the flow of funding organizations, but an informed plan, 

organize and control the resource consumption in relation to the implementation of the tasks 

belonging to this organization in our case the military department. However, so far the dominant 

form of economic management in terms of cost units is just and only in guiding rate (% utilization) 

and the size of the flow of funds (Budget Measures), so as not to exceed the limits and not used 

those funds in violation of the law. 

From the formal point can be argued that the economic system in the economic object military unit 

can be defined. A major problem that needs to be further addressed the content side of this system. 

In comparison with the private sector of the national economy, it can be demonstrated that this 

system can not meet all the expected features. This is primarily about the pitfalls in relation to 

economic information system (management accounting) connected with this problem creating 

economic structures and hence fully realized the function of economic management. 
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