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Abstract 

 

Planning of internal audits of the public sector is of great importance for the public service, especially budget 

users within the transition economies. The aim of this paper is to highlight the importance of planning revision of the 

public sector in transition countries such as the Republic of Serbia that are on the way to EU. For these reasons, it is 

necessary to point out the following significance of internal auditing within the observation of the public sector over 

the following: achievement of objectives, setting priorities and ensuring the efficient and effective use of resources. 

In this paper, the authors point out that it is planning a key part of the audit process and includes four phases. 

 The first phase of this process represents a strategic plan that lists the audit coverage in the next three to five 

years and is the basis of the whole planning process. The second phase of the Annual Work Plan, which is based on the 

first year of the Strategic Plan and details the audit that will be done over the next twelve months. The third phase of 

the Operational Plans, which specify the resources needed to meet the Annual Work Plan. 

Moreover, the authors point out those operational plans are reviewed and updated throughout the year. Plans 

tasks audits are prepared at the beginning of each audit mentioned in the Annual Work Plan. 
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1. Introduction  
 

The functioning of the internal audit of the public sector is possible if the same occurs with respect to several 

secondary objectives that can help with respect to the previous observation planning audits in the public sector 

such as: 

 

 basis for an assessment of future needs for resources with which to dispose of the internal audit; 

 powers to act according to plan after plan approved by senior management within the public sector; 

 benchmark against which you can measure the actual performance; 

 Means through which management needs to accept the operations performed by the internal audit; and 

a permanent record of the factors that are taken into account in determining the plan, as adopted courts 

(decision) [1]. 

 

153

mailto:slobodan.popovic49@gmail.com
mailto:toskovicjelena@yahoo.com
mailto:zeljko@directbox.com
mailto:gandra.dj@hotmail.com
mailto:al.petrovicpn@gmail.com


Annals of the „Constantin Brâncuşi” University of Târgu Jiu, Economy Series, Issue 2/2016  

 

„ACADEMICA BRÂNCUŞI” PUBLISHER, ISSN 2344  – 3685/ISSN-L 1844 - 7007 

 

 

In this paper, the authors show some parts that may be of importance to the proper functioning of the 

organization's internal audit [2], [3], [4], within the public sector and individual companies that belong to this type of 

organization of the overall economy [5], [6 ], [7].  

So it is necessary to take into account the very nature of strategic planning and a first decision on the 

establishment of internal audit in the public sector, the necessity of respecting strategic thinking of all the actors who 

appear in the organization of internal audit, carried out identification system that can be audited and other issues on 

which in setting internal audit count responsible persons given the management of the public sector, especially in 

transition countries such as the Republic of Serbia. 

 

 

2. The importance of strategic planning before making a decision on the establishment of 

internal audit in the public sector 

 
For proper implementation of internal audit for all users of the public sector, especially in countries in 

transition you have to make good strategic decisions. The basis of these activities is the adoption of a good strategic 

plan. Therefore, the authors point out the following important elements of a good strategic plan, such as: 

 

1. helps to identify areas that should be subject to review 

 

2. provides an objective approach to the definition of internal audit, which is based on risk assessment, 

 

3.  Helps internal audit in assessing the internal control system, and 

 

4. Internal audit to make optimum use of resources and improve the effectiveness of the "services" provided by the 

management [8]. 

According to the Standards of the Institute of Internal Auditors, especially in the EU countries, which have to 

adopt transitional countries such as the Republic of Serbia, department of Internal Audit to conduct planning based on 

risk assessment, and that plans are reviewed and updated each year. 

 

In the preparatory phase related to the preparation of a strategic plan is necessary to pay attention to the following: 

 establishing audit environment; 

 identification systems / areas that may be subject to revision; 

 risk assessment for each system / area; 

 making the audit strategy; 

 Needs assessment audit? 

 

 

3. The necessity to respect strategic thinking 
 

In many companies, especially public sector in transition countries of strategic thinking is made up of the 

strategic planning process and is expressed in the form of long-term strategic plan. 

It includes respect for most of the following notes, which must be implemented: 

• What is the vision of the company? 

• What is the mission? 

• What are the core capabilities of enterprise? 

• What opportunities can be used, according to the respective core competencies? 

• How can new technologies be adapted to capacity building? 

• What are the economic considerations important? 

• What can you expect from the competition? 

• What are the benefits can be extracted from the control environment? 

• Can integration, joint ventures and partnerships will be used for the success of the strategic positioning [9]. 

 

Only strategic thinking as a model for use in real business authors give the display table no. 1. 

 

 

Table No.1. Strategic thinking consists of at least sixteen (16) under the following elements: 

Elements of 

Strategic Thinking 

 

Activities expressed description 
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Vision 
It is necessary that management is able to visualize the 

company. 

Mission 
Management defines the tasks of the company. 

 

Analysis 

Strategic thinking requires an analytical effort that 

includes the economic situation, market action, 

investment options, rationalization of resources, 

allocation of resources and assessment of performance. 

 

Information 

The analytical effort implies the existence of relevant 

and reliable information. Information can be 

produced through various processes within the 

enterprise, but also external sources can be used. 

 

Networking 

Strategic thinking is greatly aided networking 

infection, including the main perpetrators of the 

company. 

 

Cooperation 

Strategic thinking cannot be effectively implemented 

without the cooperation of all key members of the 

team management. 

 

Benchmarking 

Strategic thinking requires a first idea of where the 

company is compared with competing businesses. This 

requires benchmarking, which allows you to define 

what is realistically achievable in the next planning 

period. 

 

Communication 

Information, analysis, benchmarking, networking and 

research are valuable if the communication is 

appropriate. Communication can be in the form of 

reports, papers, memos, presentations and dialogue. 

Reaction 

Strategic thinking must be that of reacting to changing 

conditions that affect the opportunities and risks that 

the company faces. 

 

Intuition 

Operational capability allows company managers 

intuitive assessment to play an important role in 

successful strategic thinking. 

 

Assessment 
Strategic thinking should include gradual evaluation 

of business opportunities and threats. 

Determination 

Strategic thinking obliges those who make decisions 

around competing alternatives and options. 

 

Risk management 

Determination of strategic direction bears accepting 

chance that the strategy will fail in some respects, if 

not completely. The success can be fickle, even in the 

best of circumstances. 

 

Commitment 

Strategic thinking should be given to the entire 

management team in order to allow the greatest 

chance for success. 

 

Flexibility 

It is necessary that the strategy be flexible because of 

the speed with which they perform their duties: 

changes occur, new products represent, adapt to new 

technologies, increasing competitive market action and 

eliminate the threat. 

Source: Production authors. 
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All these activities have enabled the development of information technology [10], which indirectly affects the 

changing overall socio-economic framework of the economy and society [11]. The final activity of all audits within all 

system state, including the public sector affects the revision of numerous companies and individual operators [12], [13], 

[14], [15]. The decision on the proper use of internal control is essential that the management takes into account the 

following important aspects of the impact of the practical functioning of the control mechanisms in the public sector, 

such as: 

 

• attitude towards management control; 

• information on the general level of control in the organization; 

• attitude towards the organization risks; 

• whether the organization is reluctant to accept risks, or is willing to accept high risks; 

• Leadership readiness to accept change, and so on. 

 

Based on the aforementioned brings the strategy to be used by public companies in the process of a 

comprehensive review. For example, who will be a suitable period for the plan (three years or five years?), And what 

you want to achieve during the period covered by the plan - possible objectives are: "to raise awareness about risk 

management in the organization", "support development responsibilities in the organization "and" inciting management 

to use goals ". 
 

 

 

4. The identification system that can be audited 
 

The next step is to identify the subject of the audit. Therefore, it should be carried out to identify and define all 

the systems covering the objectives and activities of the organization. It should be borne in mind that some systems 

fully cover certain (e) objective (s) of management, while other systems are only partially covered. It is useful to try to 

code system or group of systems is reduced to a number that can be prudently managed. 

 

Other possible sources of information include: 

 information relating to the management (the management), as well as policies and laws that can 

provide more       details regarding the objectives; 

 contracts and service contracts; 

 organizational scheme; 

 directory of the organization; 

 Annual Reports and business objectives; 

 corporate plans, business plans, plans of efficiency; 

 Reports and budget management. 

 

In addition to identifying the field by systems and subsystems should determine the following: 

 

 connection system; 

 systems operating in several departments, and 

 Opinion of the management areas, and specific factors that are considered high-risk. 

 

 

4.1. Risk assessment in order to optimize and increase operational safety 
 

           There is a need for risk assessment, which is one of the tools in the process of revising the long term. The aim is 

to concentrate on those activities that carry a higher risk for the company as a whole. 

Risks are often identified through interviews with management and employees, between those and the auditors 

themselves. The scope of the research to be carried out depends on the planned costs and difficulties related to the 

collection of data for the evaluation of the system, i.e. companies where the audit is performed in order to make valid 

conclusions. 

The most common categories of risk that can be used to identify risks authors have enumerated under the criteria 

of frequency of occurrence as follows: 

  risks related to reputation - negative publicity; 

  operational risk - affecting the relationship between the services and the general public, for example. in 

case of delays, service interruptions; 

  strategic risk - the long-term influence on the organization; 
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  risks related to regulations; 

  social risk - arises due to changes in demographics, resident and socioeconomic trends; 

  risk related to contracts - in the event that the goods / services are delivered with appropriate 

specifications and at an agreed price; 

  financial risks - risks that have a clear financial basis; 

  the risk related to management - refers to the daily duties and responsibilities of employees; 

  the risk related to property - relating to theft, damage, etc. 

  regulatory risk - refers to the complaint, external inspections, etc; 

  technological risk - refers to the capacity linked to the management of technological changes; 

  professional risk - refers to a particular profession, for example. protection, due attention; 

  the specific risks - e.g. health and safety; 

  the risk related to natural disasters - floods, fires, earthquakes, etc. 

  the risk related to management - refers to the government's objectives and the role and responsibilities 

of ministers. 

 

           It should be noted that the risk assessment is essentially based on a subjective opinion, but can also use a variety 

of techniques to make the analysis more systematic and, to some extent objective. These techniques are supported by 

the court of auditors bring in terms of priority and frequency of audits and help in identifying areas that carry a high 

risk that otherwise might not be identified in any other way. Each stage of the risk assessment should be fully 

documented. 

One approach that is commonly used to assess the priority and frequency of index calculation involves risk. This 

approach is a combination of determining the level of risk for each of the predetermined set of characteristics or 

elements of the system, and assigning weights to each of them, which includes judgment about their relative 

importance - on a scale from 1 (low) to 5 (high) risk.  

This allows you to calculate the risk index for each system. In some of the common elements of risk are: 

the value of the transaction; 

• The number of transactions; 

• Revenues; 

• the value of expenditures; 

• the value and liquidity of assets; 

• characteristics of the system; 

• organizational factors - number of employees, relationship managers and employees, "traffic" 

(movement) of employees; 

• The complexity of the system; 

• distance from the town; 

• system stability - the tendency, or probability changes; 

• specific elements that are unique to that system; 

• sensitivity of the system - e.g. political sensitivities, the general public, pressure groups; 

• the scope and impact of the system; 

• the impact of the system on future events and decisions; 

• the impact of the system to other systems; 

• management and control; 

• employee morale - speed "traffic" of employees; 

• quality of the internal control system; 

• The number of controls that the system perform other systems; 

• date and is the last audit; 

• opinions of other controlling bodies (e.g. External audit, inspection). 

 

          An example of this system in practice is shown below in a tabular format in the form of tables to NO 2. 

 

 

Table No. 2. Only the numerical scale of 1-5 risk through the possibly three possible risk monitoring system 

 

A number 

of 

factors 

 
System 1 

 
System 2 

 
System 3 
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Risk factors 

 

The 

degree 

ranking 

 

 

Weight 
In 

total 

 

The 

degree 

ranking 

 

 

Weight 
In 

total 

 

The 

degree 

ranking 

 

 

Weight In total 

Total expenses 2 5 10 5 5 25 5 5 25 

number of 

transactions 
5 2 10 5 2 10 5 2 10 

Number of 

employees 
3 3 9 3 3 9 3 3 9 

Direct expenses 

(excluding 

acquisitions) 

 

2 4 8 5 4 20 2 4 8 

Purchase 3 5 15 5 5 25 2 5 10 

Sensitivity activity 3 3 9 2 3 6 2 3 6 

Geographical 

distribution 
3 4 12 5 4 20 5 4 20 

Management 

approach 
5 3 15 5 3 15 5 3 15 

The risk index   88   130   103 

Source: Production authors. 

 

 

 

5. Conclusion 

 
With this work the authors attempt to draw attention to the great importance of the organization's internal 

control and internal audit in one of the most important sectors of the economy in transition countries, and in the frame 

of the public sector. This sector employs up to one third of active workers in the countries in transition, such as the 

Republic of Serbia, and at the same time the management of these entities managing assets which is linked to the 

origins of the company's assets, which mainly come from the budget users that funds allocated for the operation of such 

companies. 

The aim is to show the importance of such a program plan revisions through which will provide evidence that 

will allow the assessment of the adequacy of the control of management, through appreciation of strategic planning and 

that a decision on the establishment of internal audit in the public sector. In addition it is necessary to take into account 

the necessity strategic thinking of all the actors who appear in the organization of internal audit, that is to say the 

management or the employees of PIC conduct internal audit in the context of an individual entity. 

Finally it should be noted the importance of identifying a system that can be audited. This total may affect 

raising the quality of internal audit of the entire public sector in transition countries, and in this paper the authors draw 

attention to the organization and the impacts of the organization within the Republic of Serbia, which since December 

2015 and formally signed the first chapters of accession talks. 
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