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Abstract: Transition economies are moving towards the formation of a market economy 

where private ownership essentially dominates and where there are developed market 

institutions.  

In such economies, the management of medium and small enterprises should be based on 

respect for all target functions in the mentioned enterprises. Doing business in such 

companies is essentially aimed at maximizing profits, and this is achieved by top management 

primarily through good and quality management.  

The financial position of the company is the most important indicator of the financial health 

of the company. The financial position of the company is seen in the numerous financial 

reports that top management receives from all parts of the company on a daily basis. At the 

same time, they can be seen in the total financial and other possibilities available to the 

medium-sized company in the given observation interval.  

Creating new company values implies the simultaneous creation of a possible competitive 

advantage over other companies that operate similarly or operate in the same industry. The 

goal of good management by top management is to maximize the economic effects of the 

company. 
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 1. INTRODUCTION  

 

In the business of medium-sized companies in transition economies, various influences can 

be observed, which are manifested in the financial statements that are continuously received  
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by top management. In addition, different types of dependencies can be established between 

economic phenomena that have arisen in the process of managing different companies [1-7].  

In this paper, the authors pointed out the importance of valid financial and any other 

reporting of top management, especially medium-sized companies. The company's operations 

require new investments and new spending of liquid assets of numerous shareholders and 

other creditors of the company. 

Transition economies strive to develop as developed market institutions as possible [8-12], 

all with the aim of general development of the state and general prosperity. In such planned 

conditions, a large number of medium and small companies are building their prosperity. It is 

generally known that the goal function of a company is to maximize profits by increasing 

production results [13-16]. 

In order to be able to perform the function of company development, it is necessary to 

monitor the financial position of the company at all times. Therefore, the top management of 

the company requires all parts of the company to submit regular and periodic financial 

reports, which are essentially the most important indicator of the financial health of the 

company and which speaks primarily about the financial capabilities of the company at a 

given time. The evaluation of economic effects is visible in the financial reporting that the 

company submits to the state authorities in the form of the final business account for a certain 

business year. 

Management tries to consider as many risk factors as possible in the investment evaluation 

process that can have an impact on the overall business of the company [17-21]. Fair 

compensation of possible risks to the company's operations can also have a positive effect on 

new (future) investments [22-25].  

This is important to point out due to the fact that good and honest financial reporting can 

reduce the distrust and antagonism of shareholders and other creditors who invest in the 

company's operations. 
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2. DECISION-MAKING OF TOP MANAGEMENT WITH RESPECT OF BUSINESS 

RISKS FIRST OF ALL MEDIUM ENTERPRISES ON THE EXAMPLE OF THE 

REPUBLIC OF SERBIA 

 

Business decision-making in companies by top management should include a large number of 

risks that may more or less affect the overall business of the company. This can mostly 

directly affect the general business of the company, regardless of its market position, size, 

activity in which it carries out the majority of activities, etc. 

In the continuation of the study, the authors gave a possible presentation in the form of a 

schematic presentation 1 and which refers to the decision-making of top management while 

taking into account the business risk, primarily of medium-sized companies on the example 

of the Republic of Serbia. 

 

      

 

 

 

 

 

 

 

 

 

Fig. 1: Presentation of the decision-making scheme with the identification of risks to the company's operations 
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3. GENERAL RISK FACTORS (ACTIVITIES) THAT MAY INFLUENCE 

DECISION-MAKING WITH EMPHASIS OF RISK ASSESSMENT 

 

General risk factors (activities) that can influence decision-making with emphasis of risk 

assessment are one of the parameters that can influentially make business important decisions 

of top management in a large number of companies.  

This primarily refers to the business of medium-sized companies.  

The paper gives an example of the listed factors influencing business decision - making in the 

Republic of Serbia on the example of a randomly selected medium - sized company that has 

been operating positively without interruption since 1967.  

The risk assessment was given by the representatives of the top management and is given in 

the presentation of Table 1 as the average assessment of 7 representatives of the top 

management. 

 

Table 1: Overview of general risk factors (activities) that can influence decision-making with expression of risk 

assessment by the top management of the surveyed company 

 
REGULAR 
NUMBER 

 
NAME OF SECTOR/ACTIVITY 

 
RISK 

ASSESSMENT  

1 Public enterprise sector 1 

2 Finance and insurance sector 1 

3 Manufacturing industry 2 

4 Wholesale and retail trade 2 

5 Traffic 2 

6 Mining 2 

7 
Agriculture, 

forestry and fishing 
 

3 

8 Bankrupt companies 3 

9 Other 3 
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4. INTERNAL FACTORS OF COMPANY ORGANIZATION AS A FACTOR 

INFLUENCING THE DECISION-MAKING OF TOP MANAGEMENT 

 

Internal factors of the organization of the company as a factor influencing the decision-

making of top management can have a great influence on making valid decisions of top 

management. 

In Table 2, the authors give an overview of some risks that may have an impact on the 

company's operations.  

The last column shows the average value of risk of 7 participants or 7 representatives of the 

top management of the surveyed company. 

 

Table 2: Overview of internal factors of company organization as a factor influencing the decision-making of 

top management 

 
INTERNAL FACTORS OF ENTERPRISE ORGANIZATION 

 
Risk factor 

 
Description 

Value expressed risk 
for the company's 

operations 

 
Internal audit mechanism built 

 
Lack of a defined system of internal controls 

and audits by management 

 
3 

 
Existence of an obligation to adjust 

accounting policies 

 
Lack of accounting obligation to monitor 

total maintenance costs and to reconcile them 
with the book value of assets with which the 

company operates 

3 

Total risk *** 

 

 

5. CONCLUSIONS 

 

The research in this paper was done with the aim of emphasizing the importance of risk 

implementation as a factor that will significantly reveal the connection between real business, 

especially medium-sized companies in transition countries, and the overall business of top 

management.  
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The importance of detecting business risks is a constant, which was emphasized by the 

authors. At the same time, they point out that the disclosure of the total risk to the company's 

operations is posed as one of the important issues, especially for numerous shareholders and 

other creditors of the company, because their funds are managed by the company's top 

management.  

At the same time, top management should focus its important business decisions on 

establishing the best possible control, primarily risk management in the company, especially 

if it is a business of a company in a transition country such as the Republic of Serbia. 

Financial statements that include realistic reporting of the company's top management on 

significant risks are the basis for realistic and valid decision-making that will have a positive 

effect on the overall business of the company. 
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