
AGRIC. ECON., 48, 2002 (2): 65–75 65

������������

�����������	
���
��
����	��
���	������������	�
���������
���������������
������������������������	���������	�����
��	�������	���������
�����	����	��������
��	����	���
�
�	��
�����
��
�����������	��
�����������	�������������
�
����������	�
��� �	��	���� 	
�
��!"������������
�
�
���
��#
���
��������	�������"����� $�%	����&����"���
�������������������	���	���������'���	����������������
������������ (����)�
��	�
�"����&�	
�����	��
��*	�������	
������	
����������"��	��+,,-.+,,/��0�����������	�����
������
������1��
����	���
��������
���
���������	�����
���

��	�����������
��������	���
���
���	����������	�
������
�����2�����"�����1��
�����	�����
��������������	�
��

���	��������	���
���
��������	��	�������
������	���
���
�
���� $�
3����������	�������	����	���
�����������������
���
�

���� $��������
	�����	�����
����
��������	������
���	���
�
����������	���
��������	���
�������
���	�������
������
�
���
������������	�����	�������������
���������������

�������)��
��������������������
������� $�)�
��	�
�"
'�����������4�����	����������
��� ���	���
��
�)�
��
����
���
�������
�����1�#�����
���	����
����
���������
	�����������������'���	������
������"��	�+,,-�

	
��
��������������������
��
��
�����
��
��
���
�����
�����
��
����

�����
�����
���
��
���������
�������������

��������	 
��
�����������	 
�����	 ������
�����	 �	 ���������	 �����	 �����
������

��
���������	 �������

*��56�07!38

�����	����������	�
	����������� 	!����� 	�����	"���#���

Abstract: Recently we can mention in the CR a step by step enterprise number increase in the area of production, trans-
port services, services and financial organisations, which practically apply internal departments of controlling or audit
into their managerial structures. That is why it is required to dedicate a wider publication space to the information on the
role and principles of managerial instruments, which are provided by controlling and Internal Audit for business adminis-
tration and financial management. The goal is to ensure a higher quality of preparation or response on the still emerging
forms of our enterprises co-operation with foreign business subjects and to match step at the level of building and in
particularly in effectiveness of business informational systems usage for managerial process (especially for planning and
decision making procedures control) in all areas of business functions. Internal controlling instruments application and
using results of risks evaluations by internal audit simultaneously contributes to the improvement of level and effective-
ness of intra-enterprise monitoring as a modern conception of control usage in business management. Management level
increase and increase of management competency are the conditions of ensuring our enterprises competitiveness.
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– recognition and brief characteristic of the generally iden-
tified and mentioned risk factors, their evaluation in
accordance with their importance in consonance with
the propositions of the CR Internal Auditors Institute;

– comparison with knowledge from research, undertaken
in middle and big size agricultural businesses (coops
and joint stock companies in the region of East and
West Bohemia);

– discussion on warning indicators and their possible use
for risk factors identification;

– characteristics, categorisation and purpose of forma-
lised methodological procedures, which are recommend-
ed within the Professional Practice Standards of the
Internal Auditors Institute, usage;

– selection of risk factors and practical example for agri-
cultural business;

– final summary of knowledge from research in farming
businesses.
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– Respondents market as primary risk factors problems,

connected with management skills and integrity. They
were concordant with accenting the substantial impor-
tance of presence or lack of suitable human resources
either in managerial and manual area; absence of organ-
isational skills and business efficiency of managers at
all managerial levels seems to be a significant threat of
business performance. As the risks were evaluated, si-
multaneously with these factors, also market factors
seven (changes in the area of key human resources – it
is considered as a risk of loosely established – func-
tioning business contacts) and 15 (level of employee
morals and lose of skilled manual workers and difficul-
ties when replacing them).

– As a risk factor at position No 4 is, in the generally valid
scheme, there was stated the size of company. Manag-
ers of the examined companies did not attach primary
importance to it, they do not consider it from audit and

its tasks when recognising and correcting the mistakes
point of view.

– Regarding the present situation of agricultural business-
es, respondents consider posting the risk factor No 14
(Extent of government economy regulation) as general-
ly low rated. At this point, as well as in the case of the
deteriorating economical conditions, managers recogn-
ise the need for more precise and transparent intra-plant
control, although on the condition, that it would be un-
dertaken on bases of management order and would con-
tribute to facilitating the regulatory steps preparation.
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•   Whole company, financial and economy management

– even if most of the questioned managers know well
the problems of company performance evaluation on
base of profit indicators, it is yet the conventional
way, flowing from accountancy statements control
(mostly in month intervals); it is preferred, in the ex-
amined companies, before the more suitable manage-
rial instruments (for e.g. monitoring and control of
cash flow in real time);

– in farming conditions – in the determined region –
managers of companies do not consider differences
at the level of production and other operational costs
between their farm and another (neighbour) agricul-
tural company as a significant risk; there was accent-
ed, within the consultations, rather the necessity of
co-operation and informal passing on of information
between companies; respondents, in connection with
this area, stated significant reminders about informa-
tional systems of different institutions in the CR, they
mentioned the factual inconsistency of information
from the particular sources (published statistic indi-
cators of the Research Institute of Agricultural Eco-
nomics and other research institutes, breeding and
floricultural unions, etc.);

– new business projects and evaluation of their number
and benefit: agricultural companies have to, under
the present conditions, solve number of recommend-
ed and required changes, which are related to the

position of agriculture when preparing the entrance
of the CR into the EU, the problems bear character of
partial projects but in complex, they require a sub-
stantial volume of financial means (technological ad-
ditional devices – meters, etc., hygiene devices,
ecological requirements); these partial projects (their
benefits are hardly quantified) decrease space for in-
vestment projects with effective production and costs
effectiveness realisation.

•   Production, sales, marketing
– increase of labour costs and share of labour costs on

production costs are felt like a threat mostly in com-
panies with high share of animal production in the
production structure, primarily with cattle breeding,
there was recommended for monitoring an indicator
of labour costs share on returns;

– there is often solved lack of prompt financial means
for providing operational activities during year in ex-
amined companies (and it starts to happen more fre-
quently, input or service suppliers require payment in
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advance) through compensations. Risk, which limits
business activity, would be decline of business part-
ners number by which there is permitted to use com-
pensations out. There could be considered as a
warning indicator decrease of payment ability (devel-
opment of cash flow from operational activities);

– there were primarily discussed, in area of risk indica-
tors application in volume and structure of produc-
tion development, in monitored companies’
possibilities of business activities development in
commercial and non-agricultural area, which provide
opportunities to balance cash flow; number of agri-
cultural companies recently fall back from commercial
activities regarding to results uncertainty in order to
low competitiveness regarding to retailing chains.
Returns from non-agricultural activities development
and increase in comparison with volume of market
agricultural production is limited, for e.g. regarding
to requirements and conditions of providing means
from the Support and Guarantee Farm and Forestry
Fund (PGRLF).

•   Investment projects
– Limited extent of investment objects, by which it could

be permitted testing operation is relatively significant
disadvantage for agriculture companies. If company
does not achieve approval of testing operation, in
most cases it leads to decline of return on investment
and to prolonging of return on investment duration.
Possibility to reach advantageous bank loan seems
to be an important risk factor, if we take into account
the generally known inconvenient ratio of high capi-
tal costing ness and low rate of profit of significant
part of projects in agriculture. Significant differences
in possibilities to reach extraneous long-term capital
are recorded, at this respect, either among the exam-
ined coops and joint stock companies (guarantee pro-
viding) and among regions. It flows from the
discussion, from the point of agricultural company
view, it could be recently considered to be relatively
advantageous long-term investment loan with inter-
est 9.5–10% p.a.
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– financial risks of whole business
– possible risks and looses in particular business system

areas
– requirements of company management
– substantial changes in business processes, programs

and other forms of intra-plant monitoring
– alternative business opportunities to operative reach

of profit
– terms and results of last audit, capacity of IA depart-

ment.
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AD 2  Existing sensitivity
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AD 4  Credit of management
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AD 5  Changes in area of people or system
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AD 6  Complexity
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– Plant management level of qualification and organisa-

tional skills
– Quality and frequency of control, undertaken by respon-

sible plant managers
– Complexity and concurrence of production procedures

– complexity of production program
– Used technological equipment reliability
– Assets liquidity
– Possibilities of operational changes in technological

procedures
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