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Abstract: Each activity in the international business is based on the decisions arising from the process of planning and establishing goals of activities. During these activities, governing bodies of the international business are forced to make decisions. These decisions should be based on objective information. The goal of establishing the internal control in the international business is to effectivelz manage certain activities and reduce risks. In modern conditions of business operating system, business management system is responsible for the successful functioning of the internal control in international commerce. Business management is required to establish internal control performed by all employees as part of their regular duties, and to supervise their functioning. These Standards define internal control as "policies and procedures (internal controls) that the management of legal persons accepted for assistance in achieving its goals when it comes to that, to the extent possible, the orderly and efficient operation takes place a legal entity, which includes adherence to policy leadership, the integrity of resources, prevent and detect fraud and error, the accuracy and completeness of accounting records and timely preparation of reliable financial information." Internal controls have limited power to prevent errors and fraud because they were never fully effective and efficient, regardless of the attention with which they perform their implementation. The revision of this concept is called - the inherent limitations of internal controls. Because of these limitations, internal control can not provide convincing evidence that the management goals are achieved. The systems of internal control are established and implemented to overcome and control the identified business risks that are a threat to achieving the objectives in these areas and business legal entity in its broadest sense. The main objective of this paper is to demonstrate that the system of the internal control is significant for the achievement of stated objectives and mission in international business. The activities used to achieve the objectives and mission, include at the same time commitment of adequate resources (material, human and financial) according to which these activities must be economically justified.
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1. INTRODUCTION

The scope of internal control covers a wide range of activities. The system of internal control institutions will be reflected on the control environment which encompasses the organizational structure and individual characteristics of its personnel, including integrity, ethical values and competence.

The basic elements of effective internal controls are:
• Control environment,
•  Risk assessment 
• Control actions
• Information and communication
• Monitoring and correction of irregularities


According to international standards of auditing, control environment stands for the overall attitude, integrity, management and employees activities concerning the internal control system and the importance of this system for the organization.


Control environment affects the efficacy of specific control procedures. Strong control environment can significantly contribute to the specific control procedures. Strong environment itself does not ensure the effectiveness of internal control system.

2. EVALUATION OF INTERNAL CONTROL IN INTERNATIONAL BUSINESS
When talking about the first segments of internal control, it is important to mention that, for the first time this term appears in the field of handling funds before the persons who collect payment of tax duties and carry out a financial transaction. There is reliable evidence that the income tax in ancient Egypt was monitored via two separate entities.

Adjective "internal" refers to the person who had done subsequent examination and who was employed by certain tax and budget institutions. The term "control", didn’t exist at that time, it came later.

In addition, historical sources of the development of internal control indicate that subsequent control of financial transactions in government and other institutions existed in ancient Greece. In this sense, the so-called "logistic" in Athens had the task to reassess the accountants’ way of handling the funds. This reassess was performed at specific intervals during the year and unavoidably in the end of the year. 



Due to the decline of the Roman Empire, and destruction of culture and economy, traces of internal control were lost. However, future development of internal control appeared in the twelfth and eighteenth century. There was a certain evidence for the existence of internal control in Italy. The internal control record was found in the year 1831, while the written sources indicate that the internal control existed even in the year 1285. Later, internal control was more organized not only by state institutions, but also by the larger economic entrepreneurs.


Development of internal control in the early period was going relatively slowly. The main preoccupation of internal control in this period was to examine the accuracy and timeliness of accounting, as well as potential misuse, fraud and other forms of misuse of property owners. In addition, the slow development of internal control is characterized by underdeveloped entrepreneurship, small businesses etc. The increase in the size of enterprises resulted in the need to strengthen the subsequent forms of control, or internal control.

Internal control in international business organizations is carried out by the workers who have the status of staff (employees) within the organization and who report to senior officials of the same organization. Internal control is in fact the assessment activity conducted within the organization in order to review accounting, financial and other company services as well as management.


The main product of the internal control is the recommendation for improving effectiveness and efficiency, as well as the influence that is focused on a person where activities are subject to control.
3. DEVELOPMENT OF MODERN INTERNAL CONTROL IN INTERNATIONAL BUSINESS



The management of business systems in international business is preoccupied with the ongoing business activities, so it is not able to implement direct control over internal control. To overcome this problem, a separate organizational unit for carrying out the subsequent forms of surveillance is formed.
Internal control is a business management body whose main tasks are:

• Planning

• Organizing

• Dispositions

• Coordination and

• Supervision.


Therefore, in theory and practice, there is a common opinion that without an adequate internal control the modern enterprise cannot be effectively managed. For this reason it is often said that the internal control is an extended arm of business management and that it should replace its eyes and ears.


The existence of internal control does not preclude the obligation of business leaders to provide surveillance during the performance of the current work process and after its completion, but to an extent that will affect the efficiency of business systems.

The introduction of modern internal control in international business is justified by the following factors:

• The steady growth of market oriented enterprises,

• Diversification of operations,

• Decentralization in the country and abroad,

• Increasing complexity of the management process,

• Problems of coordination and truthful information,

• The introduction and development of electronic data processing, etc.


Internal control in international business has developed gradually with the increasing complexity of business systems. This development is basically divided into two periods. First, the period from the beginning to an end of the Great Depression (1929-1933), and second, a period of prosperity that came after the completion of the aforementioned major world economic crisis. 


Development of modern internal control in international business began in mid-nineteenth century, forming the first audit of organizational units (sectors, departments, etc.) in large capitalist enterprises, which could no longer be managed without such an internal control.


The first units for internal control started to form in the United States around 1864. However, specific trends were given to the internal control system in the U.S. in 1941 when the Institute of Internal Auditors was founded.


American Institute of Internal Auditors gave a strong impetus to the development of internal control in the world by publishing "Internal Control" journal. 

It published papers on the theory and practice of internal control and thus provided methodological assistance to internal auditors to effectively carry out internal control.


The first department of internal control was established in Germany in 1875, and it represents the first organization of internal control in Europe. Decision on the establishment of organizational units was issued by the Committee of procurator of the famous Krupp Company. Scope of work of this department for internal control was not restricted only to the supervision of accounting, but on some other vital activities, such as exercise plans, compliance, contracts, guidelines for the operation etc.


Modeled on the U.S., the internal control institute was formed in Germany during the 1958, whose tasks were essentially the same as with the Institute in the United States. German Institute immediately began to publish internal control magazine, which is still published in Germany and Europe. German Institute has taken a strong editorial activity in the area of internal control; it started with organized internal auditor training, seminars, conferences, etc.


The introduction of internal control in France came much later than it was the case in the U.S. and Germany. The reason for this is certainly the specificity of the French system and supervising over the company. It is in French companies that so-called commissioners of government and state control were longer present. This slowed the development of internal control in France.


Development of internal control in Japan began much later than in the U.S. and Germany. Great world financial crisis has forced this country to intensify the development of their internal control. A number of companies had internal control sixty years ago, while the largest number of Japanese companies has introduced internal control in the last thirty-five years.


Internal control in Japan in the last twenty-five years has considerably improved its activity. Internal auditors work methods, techniques and skills were improved as well. In addition, the investigation moved from the finance and accounting at the whole business, and computers are used for implementation of internal control.


In relation to the capitalist countries in which the internal control is the matter of each enterprise, in the former Soviet Union, internal control was introduced in 1936, by the decision of the competent legislative authority. That decision ordered federal governments and autonomous republics to introduce financial control, and to audit documents in all subordinate institutions and companies at least once a year.


The changes that have taken place in the former Soviet Union led to a switch to a market economy with incorporation of many methods from Western economies. In this context, internal control in the Russian Federation, Ukraine and some other larger independent states, is increasingly assuming the character of contemporary internal control which is constantly rising.


As for the rest of the western and eastern countries, it is important to note that the internal control is established in all western countries, while this process in Eastern European countries runs simultaneously with the introduction of external control.


Among other western countries, it is important to mention Canada and England, where the internal control is at a high level of development. Canada still has no internal control institute, because the development of internal control fully relies on the American practice and American Institute.

4. LOCATION AND ORGANIZATION OF INTERNALCONTROL

Theory and practice in international business argue that the internal control is the form of internal supervision of larger firms, mostly large companies or corporations.



Organization and implementation of internal control in large business systems is extremely complex. These operating systems are geographically dislocated, or have a number of organization units that are of higher or lower transmit powers. Business leadership is unable to implement further form of control in such conditions to establish whether formed internal control is functioning effectively.


In large business systems, especially those whose organizational units are geographically dislocated, internal control is organized on two levels. The first level is the parent company that has its own internal control, whose task is to investigate and assess organizational effectiveness in the lower parts (plants, factories, banks, etc.).


The second part of the internal control may be located in particular, larger organizational units. Both levels of internal control form a unique internal audit. However, second level of internal control can be employed in remote organizational units.


From the point of our conditions, the fact that our large business systems need to have internal control is irrelevant, regardless of whether they are public companies or joint stock companies, holding companies, corporations etc. It would be normal that the internal control is made at the level of the global community, electric power, postal and telephone systems, railroads etc.


Some operating systems, which are not within the complex interest, cannot successfully carry out its activities, unless they have its own internal control. This is because they can have a branching organizational and geographical dislocation. Even without that, there is a need to continuously monitor all business functions and other organizational units, and this is again impossible to achieve without adequate internal control.

When it comes to location and position of the internal control, practices in international business is that it is directly subordinate to the supreme leadership, or one of the highest leaders. It is clear that it has its own manager who manages it, and who should be of the same rank as the managers of other functions.
5. CONCLUSION

In defining the word control, the first thought is fraud detection. However, in addition to fraud detection, definition of internal control in international business is much broader.

In international operations, internal control is defined as an ability to critically review to which extent all the procedures, managers and workers actions were in accordance with the planned and defined goals. When talking about the internal management control, assessing the quality of management and quality management systems is in question. It is assessed by staff to determine the level of deviation from the plan's objectives as a whole, and in certain functions. Management is responsible to establish a system of internal control to protect and ensure the efficient and effective use of public resources. All employees, in accordance with the duties assigned to them within the institution, are responsible for internal control within the framework of daily activities.


The efficiency of internal control should be regularly audited. It is recommended that management of the institution or its committee establishes a mechanism for reviewing the system of internal control. To make these mechanisms effective, the Commission must be independent from management institutions.

BIBLIOGRAPHY 
1. Andrić, M., 2002, Revizija računovodstvenih izveštaja, Ekonomski fakultet, Subotica

2. Andrić, M., Krsmanović, B., Čalija, N., Kulina, D., 2007, Revizija javnog sektora, Subotica

3. Belkaoui A. Riahi, 1994, International and multinacional accounting, Illionois, USA

4. Frederick D.S. Choi, 2003, International finance and accounting handbook, third edition, John Wiley & Sons, Inc., Hoboken, New Jersey

5. Kapić, R., 2000, Eksterna revizija, Ekonomski fakultet Tuzla, Tuzla

6. Messier W. F., JR, 2000, Auditing, prevod Faber & Zgombić, Plus, Zagreb,

7. Miljković, A., 2006, Finansijska kontola i revizija, Privredna akademija Novi Sad

8. Momčilović, O., Dudić, M., Nikolić, M., Grbić, N., Kostić, I., 2009, Analysis of the processes of management and decision making of the active entrepreneurs as a strategic stability factor of companies, Technics Technologies Education Management – TTEM, Vol. 4, No. 2,., pp. 163 - 168

9. Phillip Kotler, 2001, Upravljenje Marketingom, Analiza, Planiranje, Primjena i Kontrola,  deveto izdanje, Mate d.o.o., Zagreb 

10. Rakita, B., 2003, Međunarodni menadžment, Ekonomski fakultet, Beograd

11. Sidney J. Gray, Stephen B. Salter, and Lee H. Radebaugh, 2001., Global Accounting and Control: A Managerial Emphasis, January

PAGE  
405

