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Abstract

Corporate governance is a complex process that represents a relatively new concept in
the countries in transition, as is the case in the Balkans. A particularly important
phenomenon is that of company managers, running state-property companies, mostly in the
company’s success, but largely invested in their personal gain and self-promotion. It is
often the case that they sign detrimental contracts for their own profit, therefore, jeopardize,
and weaken the entire economic system of a country, which represents a serious security
risk. Modern cooperative governance assumes an entire set of security measures that have
to be undertaken in respect to the degree of threats that may jeopardize the profit and
success of a company.

Key words: security, corporations, governance, threats, risks, assessments.

HAIIMOHAJIHA U MEBYHAPO/IHA BE3BEJJTHOCT
N KOPIIOPATUBHO YIIPAB/BAIBE

ArncTpakTt

KopropaTuBHO ympaBibarbe NMPEACTaB/ba CIOXKEH IIPOLEC KOjU je pelaTHBHO HOB
KOHIICNT y 3eMJbaMa y TPAaH3MILIHjH, Kao ILITO je TO ciiydaj Ha bankany. MeHayepu Koju cy
yIJIaBHOM OWIIM HE3aWHTEPECOBAHM 3a YCIeX KOMITaHHje, ali camMO 300T COICTBEHOT
MHTEPECOBaha U CAMOIIPOMOIIH]E, BOIIIIIH CY KOMITaHH]E KOje Cy OWie, WK Cy jOIl YBEK, y
npkaBHOj cBojuHM. Yecto ce norah)a ma OHHM 3aKJbyde JIOLIE YTOBOPE pajiil COTCTBEHE
NOOUTH, CTora yrpoxkaBajy M oCialibyjy YHWTaB CKOHOMCKH CHCTEM 3€MJbE, IITO
HpeicTaBiba 030MibaH 6e30eMHOCHH pHu3KK. MO/IepHO KOPIIOPaTHBHO yIpaBJbatbe Takohe
MPETIOCTaB/ba YUTAB HU3 0e30eqHOCHHX Mepa Koje ce MOpajy Mpemy3eTH Yy Be3H ca
CTEMNEHOM IIPETH-H KOj€ MOTY YTPO3UTH HPOQUT U yCIIeX KOMITaHHje.

Kibyune peun:  6e30e1HOCT, KOPIIOpALIHje, yIIPaBIbake, IPETHHE, PH3HUILIH, [POLICHA.
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INTRODUCTION

Corporate governance is a complex process that represents a relatively
new concept, especially when it comes to the countries in transition. The
level of success and economic development of a country can be assessed
according to the applied models of corporate governance. When it comes to
public and social companies in the countries that are in the transition process
from the socialist to the capitalist way of managing, the model of corporate
governance has certain similarities to the capitalist model. In fact, when it
comes to their initial capital, public and social companies use state funds, as
well as different management structure and control. The process of transition
from social to the joint stock ownership, as well as changes in the ownership
structure of companies, became the source of various kinds of manipulation
and abuse, especially in the case of former Yugoslavian countries. Generally
speaking, corporate governance involves the process of managing a
company. For the purposes of this work, | would like to highlight the
following definition of corporate governance. Corporate governance
generally refers to the legal and organizational framework within which a
corporation governs principles and processes. It specifically refers to the
powers, accountability and relationships of those who participate in the
direction and control of a company. There are aspects of corporate
governance that have an impact on the relationship between shareholders and
the company’. The essence of corporate governance refers to the
responsibility of the management to the owners of stocks or shareholders. In
addition to that, from the definition, we are able to see that corporate
governance depends on legal regulations, rules, contracts and norms focused
on the existence and action of a company in terms of the market economy.

Diagram 1 shows the difference in corporate governance between the
capitalist and socialist organization and management of a company. The
Balkan countries are still in the stage of transition and it is becoming obvious
that the companies are managed quite differently, primarily taking into
consideration the principles of the free market. In most of the Balkans
countries, the process of transition from state to the market economy is
almost finished. The foreign investment, political will and the system of
education all push the economy into the direction of the completion of these
processes.

! Report of the HIH Royal Commission (Owen Report) The Failure of HIH Insurance —
Volume I: A Corporate Collapse and its Lessons, Canberra, Commonwealth of Australia,
2003, p. xxxiii.
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Diagram 1. Corporate governance in capitalism and socialism?

The socialist system of corporate governance is one of the important
reasons for the collapse and the economic stagnation in the countries that
have applied it. Managers who were mostly uninterested for the company’s
success, but only for their own interest and self-promotion, ran companies
that were, or still are, in the state property. It is often the case that they sign
detrimental contracts for their own profit and therefore, jeopardize and
weaken the entire economic system of a country, which represents a serious
security risk. However, corporate governance has been improved in market-
oriented economies, and it is extremely important to pay attention to all the
potential risks with regard to the state security, and in some cases,
international security. The case of a multinational company Enron leads us to
the need to establish a new system of rules and guidelines focused on how to
run businesses, with a focus on security issues (Eicher, 2009, p.32).
Regardless of theory (and there are four theories in this regard — Agency
Theory, Stewardship Theory, Stakeholders Theory and Sociological Theory
(Banerjee, 2010, p.917)) and models of corporate governance (The Anglo
American Model, German Model and Japanese Model (Brink, 1998, p.151))
in modern conditions, more attention has been focused on the security aspects
related to the work of one company. These security aspects can no longer
refer exclusively to the internal processes of the companies, but also have to
follow all those processes outside the company. Therefore, corporate
governance involves a much wider range of activities. Corporate governance
is something much broader to include a fair, efficient and transparent
administration to meet certain well-defined objectives. It is a system of

2 Diagram 1. Corporate governance in capitalism and socialism — source — author.
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structuring, operating and controlling a company, with the view of achieving
long term strategic long goals to satisfy shareholders, creditors, employees,
customers and suppliers and to comply with legal and regulatory
requirements, apart from meeting environmental and local community needs
(Rao, 1998,. p. 151). Modern corporate governance also involves a response
to the security challenges that a company faces. In the meantime, security
management has become part of the highest hierarchy of corporate
governance and the adequate response is solved systematically. Corporate
governance includes a wide range of measures in the security field, including
security risks that may jeopardize the company's work. Security management
of the company detects security risks, both internal and external. Upon risk
detection, the next step is to allocate the risk holders, and according to them,
determine which steps should be taken, the objective being the protection of
the company’s work.

CORPORATE GOVERNANCE AND SECURITY

In corporate management, security can be seen in a narrow and broad
sense. In a narrow sense, security implies all the measures that are related to
the safe work within a company. On the other hand, the broad concept of
security involves all the works and processes on the activities outside the
company. Moreover, as a broad concept, corporate security can also be seen
through the position of one company in the system of national security.

Company and
International
Security

Company and
Natinal Security

External Company
Security

Internal Company
Security

Diagram 2. Company Security®

® Diagram 2, Company Security — Source: author.
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New areas related to corporate governance have been developed over
time and refer to the security of corporate governance. For example, Business
Security has developed from the internal security of the company, and
Business Intelligence has evolved from external Company Security. At the
same time, some scholars underline that corporate governance framework
sets objectives, policies, values, culture, accountabilities and performance.
Risk management and security risk management are integral components of
effective corporate governance (Smith & Brooks, 2013. p.33).

INTERNAL COMPANY SECURITY

Internal security of a company implies those measures and
procedures, which are defined by law, as well as the internal regulations of a
company which are focused on working within the framework of the
company. Above all, it applies the measures of physical and technical
protection, fire protection, as well as everything related to the functioning of
technology, such as computers and computer systems. If it is necessary,
physical - technical protection measures imply guardian service with all the
activities typical of this form of protection, the application of cameras and
other recording and detection devices, all in order to prevent constantly
unauthorized monitoring and unauthorized entry into the workspace. In
addition to that, companies can provide significant protection for the
important figures and apply self-protection measures that involve the
personal accompaniment of one or more persons, depending on the degree of
risk and a sense of personal security. In these situations, the company hires
specialized agencies or professional employees. For the purpose of personal
protection of employees, some companies apply the latest technology, such
as different programs installed on mobile phones that are used for warning,
and GPS devices with two-way communication, which are installed in
wristwatches, mobile phones, personal computers or vehicles, that very
precisely determine the position of the employee in the company. One of the
essential dilemmas is how to protect computers, computer systems and other
means of mass communication such as the Internet, telephone lines and other
means of internal and external communication, different models of radio
stations, radio connections, etc. Special challenges are all those systems of
protection of information, theft or modifying information within the company
(intrusion into the software system by Cyber-attacks). Intentionally modified
information can cause great damage to the company. For example, a small
error in the software in one of the largest automobile company Toyota cost
the company billions, not to mention the brand damage for this car
manufacturer. Not only did the company have to withdraw all disputed cars,
but they also had to pay damages of 1.3 billion USD*. Internal company

* Toyota to pay $1.3 billion over deadly brake faults, AAP, http://www.shs.com.au/news
/article/2014/03/20/toyota-pay-13-billion-over-deadly-brake-faults, Retrieve 09.04.2019
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focused on the workspace, the objects of work and workers themselves. More
and more often companies decide to test their workers using polygraph in
certain situations. This happens during the employment, during work or in
exceptional circumstances. This will ensure the confidentiality of the work,
the outflow of information and company loyalty to corporate - business
secrets. Although this method was particularly used by the companies in the
United States, with the imposition of The Employee Polygraph Protection
Act from 1988, the use of polygraphs by private companies is limited
(Dempsey, 2011, p.249). This law mainly refers to the implementation of
these methods to workers who perform specific business scope of work such
as primary security jobs, work on the manufacturing and distribution of
controlled dangerous substances, workers who do confidential jobs and
important work of national importance (water-works, nuclear power plants,
are important objects of infrastructure, etc.). Considering new security
challenges, especially after the terrorist attacks of 9/11, big corporations
decided to hire security experts in anti-terrorism, kidnapping or negotiations
in crises. In case of crisis, these experts have the duty to protect the
employees and the company, as well as to train employees how to act in these
circumstances (Halibozek, 2008, p. XI).

EXTERNAL COMPANY SECURITY

The External Security of a company implies all those processes and
activities outside the company which threaten the safety of the company, or
its employees. As for the Internal Security of a company, it is also essential to
have a proper assessment of the risks and threats that lead to potential
dangers. These risks may be related to the endangerment of the company's
labor and facilities, or the endangering of the employees in the performance
of their work outside the company. Also, certain risks may be related to the
important interests of the company, as well as the ability to operate freely
domestically or internationally. Certain construction companies, while doing
work in dangerous or war-encompassed countries, provide even bulletproof
vests for the workers, to protect them from possible attacks. Large
multinational companies that perform their business operations on the
territory of other countries in extremely dangerous and complex
circumstances, producing controversial goods, or just offering similar
services, can be an easy target even for terrorists (Halibozek, 2008, p.64).
With the escalation of terrorism and the appearance of armed formations of
various extremist groups that are capable of kidnapping workers, companies
had to adequately respond and implement all the possible measures to protect
their employees. For example, forty Indian construction workers been
kidnapped from the militant-controlled city of Mosul in northern Irag®. On

® India Says 40 Indians Kidnapped in Iraq, Wall Street Journal, http://online.wsj.com/
articles/india-says-it-has-lost-contact-with-40-indians-in-irag-1403073794 Retrieve
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the other hand, kidnappers once again struck along the creeks of the Niger
Delta as four men working for a dredging company attached to a construction
giant, Setraco, were abducted alon% the creek of Nembe, in the Nembe Local
Government Area of Bayelsa State’. The abduction of the workers who work
in dangerous parts of the world has become a serious problem for the
companies, in terms of not only human lives and family tragedies, but also in
terms of great material losses. The so-called "Sea Pirates" are causing great
damage to the economy because they steal entire crews of ocean liners ships
and demand ransom for them, and the goods from abducted ships are sold on
the black market (Palmer, 2014, p.191). The African coast is especially
dangerous because pirates cause enormous damage to the economy all the
way from Nigeria in the West, to Somalia in the Northeast. Speaking from
personal experience, following the original pictures is a proof that pirates can
be extremely dangerous. The attack on a cargo ship Linea Messina took place
in November 2010. The pirates were not expecting that the company had
hired top anti-terrorist experts, a security service especially for that purpose,
and they stopped the pirates’ attack. However, other companies have not
properly assessed the risk of pirates and terrorists, and they suffered great
losses.

Photo 1. Cargo ship Linea Messina ~ Photo 2. Fishing boat with pirates
Source Author Source: author

Photo 3. Pirates Photo 4. Pirates run
Source: author after the expert’s intervention

Source: author

04.09.2019.
® Four Setraco Workers kidnapped in Bayelsa, Thisday Live, http:/Aww.thisdaylive.com/
articles/four-setraco-workers-kidnapped-in-bayelsa/186605/ Retrive 05.09.2019.
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The case of Malaysia Airways — the national airline of Malaysia, or
better to say the tragedy that struck this company caused tremendous
damage. In two separate accidents (the first being the case of the abduction of
an aircraft, and another the case of folding passenger aircraft), the company
lost two aircrafts and on both occasions, hundreds of passengers lost their
lives. Human victims, material damage and the greatly disturbed reputation
and brand of this company led Malays Airways to a forced lay-off of more
than 6,000 workers, which means that this 42-year-old company is brought to
the edge of collapse.” Perhaps this case is an example of a completely
ignorant attitude by the company towards external security threats. The first
aircraft on the flight, MH 370, was abducted and has not been recovered to
this day. | doubt that this is the work of terrorists or the crew members. This
is not the first time that a Malaysian plane was abducted. In 1977, a single
terrorist abducted the aircraft on the Malaysia Airlines flight, MH 653. The
Japanese terrorist, a member of the Japanese Red Army, abducted the
aircraft, killed the pilot and then crashed the plane with no survivors
(Robertson, 2007, p.354). The question is whether Malaysian Airways has
ever had any professionals in charge of security risk assessments? This issue
is even more justifiable if we take into consideration the other disaster-related
flight, MH 17.

The aircraft was on the flight from Amsterdam to Kuala Lumpur, and
was destroyed by a rocket in the war-affected territory between Ukraine and
Russia.® Certainly, the business management of the company ignored all
warnings related to possible security risks and threats that exist when it
comes to the flight over conflict affected territory. The listed examples show
the necessity of collecting all available information about the security risks
that could jeopardize operations or employees in a company. Different
epidemic factors, may also affect the business. This is, for example, the case
with the current epidemic of the Ebola virus. In the past, we have seen a
range of factors causing panic in investment markets across Africa. The latest
worry to investors is the Ebola Virus Disease (EVD) outbreak. The Chief
Executive Officer of Financial Derivatives Company (FDC) Limited, Mr.
Bismarck Rewane said that the Nigerian economy risks losing over
$3.5hillion (circa N542.5bn) to the epidemic if nothing is done to contain the
spread. The company mentioned in their recent report that the sectors that
will be impacted the most in Nigeria are the aviation, hospitality and tourism,

" Malaysia Airlines to lose 6,000 jobs in revamp, Daily Star, http:/ww.dailystar.com.lb/
Business/International/2014/Aug-30/268980-malaysia-airlines-to-lose-6000-jobs-in-
revamp.ashx#axzz3CT1gJoUA Retrieve 05.09.2019

8 MH17 Malaysia plane crash in Ukraine: What we know, BBC, http://www.bbc.com/
news/world-europe-28357880 Retrieve 05.09.2019.
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trade, the medical field and agriculture®. The list of risks and threats to
companies operating internationally is long and ranges from those risks and
threats that come from physical deterrence and the inability to work, to the
political instability of the country, or global geopolitical trends. In other
words, those risks and threats can be financial risks — inflation or currency
crisis, natural disasters such as flooding, earthquakes or uncontrolled fires,
political instability or risks, undesirable regulation, expropriation of assets or
property by foreign government.

COMPANY AND NATIONAL SECURITY

The company and National Security determine the role and position of
the company with regard to the national security, both the home country of
the company, as well as the foreign country where the company is active. It is
a primary mission of each state to secure the legal framework of company
work, stable economic conditions and safe work. Economic security and
stability represent the vital interests of every country. Stable and progressive
economy is one of the prerequisites of the defensive possibilities of a country.
The weakening of the economic possibilities of one country directly impacts
national security. Security can be achieved only by national economy’s
growth and development (Singh, 1996, p.25). National economy is based on
the work of the companies. When it comes to national security, it is
extremely important to develop partnerships between the public and private
sector. The public and private sectors have a mutual interest in increasing
corporate activities to the benefit of homeland security in general and First
Responders specifically. In the United States and Europe, large portions of
the critical infrastructure lie in the hands of private actors (Steinhausler, 2005.
p.121). It is essential to establish the relation between national security and
corporate security. Both corporate and national security must be linked by a
common national interest. In today's context, corporate security can certainly
help national security agencies in many ways and vice versa. For instance, in
the US there are three different levels of security hierarchy. National Security
(protects the nation with jurisdiction in the US and abroad), Homeland
security (protects society with jurisdiction in the US) and Corporate security
(protects industrial assets) (Lee E. 2015, p.10).

® Ebola virus: Imminent danger to banks, investments, Nigerian Tribune, http:/tribune.
com.ng/business/tribune-business/item/14379-ebola-virus-imminent-danger-to-banks-
investments/14379-ebola-virus-imminent-danger-to-banks-investments Retrieve
05.09.2019
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COMPANY AND INTERNATIONAL SECURITY

Companies and International Security determine the role and
position of one company with regard to international security. Moreover,
this is primarily the case with multinational companies. The main question
here is whether international security affects international trade and vice
versa, and if yes, how? Multinational companies operate around the globe,
particularly among the less developed countries. That is why multinational
companies are often identified as the world’s leaders in the exploitation of the
poor (Kolodziej, 2005, p.16). By using their power in assets, humans and
influence, when it comes to world peace and stability, multinational
companies have an important role. For example, multinational companies
have an important role in the oil-producing countries and therefore they can
very easily trigger a worldwide crisis based on the lack or inadequate
delivery of the oil and its derivatives. Particular attention must be paid to the
processes of globalization, and how those processes in which multinational
corporations participate can have an impact on international and national
security. Scholars have long been writing and proving the link between trade,
especially international trade and wars. From Plutarch around 100 AD who
stated that international commerce brought cooperation and friendship, to the
philosophers from the eighteenth and nineteenth centuries, such as Adam
Smith, Immanuel Kant, J. J. Rousseau, J. S. Mill, etc., all of them united in
the idea that international commerce made war among states costlier (Brooks
S, 2005.p.1).

CONCLUSION

The level of success and economic development of one country can be
observed according to the models of corporate governance that are being
used. Generally speaking, corporate governance involves the process of
managing a company. The transition from the state to the market economy
model is almost done in most of the Balkan’s countries. Corporate
governance system used in socialistic countries is one of the main reasons of
the crisis and economic stagnation. However, even though corporate
governance is developed in market economies, it is extremely important for
us to pay attention to every potential risks for national, or in certain cases,
international security. Modern corporate governance contains the answers to
every security challenge one of a company. It also implies an entire list of
measures from the security aspect, in relation to the potential security risks.
Security management of the company detects the security risks, both internal
and external. After the risk detection, the next step is to allocate the risk
holders, and according to them, determine which steps should be taken with
the view of protecting the company. In corporate governance, security can be
seen in a narrow and broad sense. In a narrow sense, by security we imply all
the measures that are related to the safety within the company. On the other
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hand, the broad security concept involves all the works and processes on the
activities outside the company. Moreover, as a broad concept, security can
also be seen through the position of one company in the system of national
security.
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HAIIMOHAJIHA U MEBYHAPOJIHA BE3BEJHOCT
N KOPIIOPATUBHO YIIPAB/BAILE

Japko Tpudynosuh
WuctutyT 3a HarpoHaHy 1 Meh)yHaponHy 6e36emHoct, beorpan, Cpouja

Pe3nme

IMpouec mpenacka ca APYIITBEHOT HA aKIIMOHAPCKO BJIACHMILITBO, KA0 M IPOMEHE y
BIIACHUYKO] CTPYKTYypH Ipexy3eha — mocranu cy W3BOp pa3HUX MaHUITYJIANWja U 3710-
ynotpeba, noceGHO y ciy4ajy 3eMaba OuBle Jyrocnasuje. Y ONIITEHO TIIEJaHO, KOPIIO-
PaTUBHO YIPaBJbaKE YKJbYYyje TpOLEC yIpaBibamba KomnanujoM. CyIITHHA Kopropa-
THBHOT' yIIPaBJbatba OHOCH CE Ha OATOBOPHOCT MEHAIMCHTA MPpeMa BIIACHHIIMMA aKIU-
ja WM akiuoHapuMa. bankancke 3emibe jomn yBek Cy y (ase TpaH3WIHMje M IOCTaje
OYMIVIEIHO J1a ce KOMIIaHHWjaMa YIpaBjba CacBMM Jpyraddje, pe cBera ysumajyhu y


https://www.google.rs/search?hl=sr&tbo=p&tbm=bks&q=inauthor:%22Stephen+G.+Brooks%22
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003up npuHIWMIe caoboxHor TpxkumTa. Y BehuHu 3emMasba bankana, mporec mpenacka
U3 JpKaBHE Y TPXKUIIHY EKOHOMHjy je TOTOBO 3aBpmieH. CaBpeMeHO KOPIOpPaTHBHO
yIpaBJbame Takohe yKibydyje oAroBop Ha 6e30eIHOCHE U3a30Be ca KOjiuMa je KOMITaHH-
ja cyouena. Y melyBpemeHy, 6€30€IHOCHH MEHAIIMEHT II0CTa0 j€ 10 HajBHIIIC XHjepap-
XHje KOPIIOPAaTUBHOT yIIpaBJbarka 1 aJeKBaTaH OArOBOp Ha OpOjHE M3a30Be KOjH J0JIase
u3 oBe chepe. Benmuke MynTHHAIIOHAIHE KOMIAHHje Koje 00aBJbajy CBOje MOCIOBHE
omnepaluje Ha TEePUTOPUjH IPYTHX 3eMajba Y U3Y3€THO OIACHUM M CIOXCHHM OKOJIHO-
CTHMa MOTY OHWTH Jlaka MeTa 4ak M 3a Tepopucte. [loceGHe M3a30Be MPECTaB/bajy CBU
OHH CHCTEMH 3amTuTe of kpahe mm Momudukanuje nHpopManuja (ymaza y coprsep-
CKM CHUCTeM HH(QOpPMAaTHYKHM HamajgoM) y KoMmnaHuju. CaBpeMEHO KOpIOpaTHBHO
yIIpaBJbamke YKIbYUYyje OIroBOpe Ha cBe Oe30eIHOCHE M3a30BE M PH3UKE 33 jeIHY KOM-
naayjy. [lox mojMoM criosbHE 3aIITUTE KOMIIaHHUj€ IOAPAa3yMeBajy ce CBH OHH IPOLIECH
Y aKTHBHOCTH BaH KOMITIaHHU]E KOjH YTpokaBajy 6e30eIHOCT KOMITaHWje W HBCHUX 3a-
nociennx. 1lIto ce THde yHyTpamme 0e30eHOCTH KOMITaHH]€, Of CYIITHHCKE Ba)KHO-
CTH je HCIIpaBHa IPOLICHa PU3KKa KOjU JIOBOJIE 10 yrpokaBama. OBU PU3HIM MOTY OUTH
MOBE3aHHU Ca yrPOXKaBambeM LIMKIIyca pajia Wi YTPOXKaBabEM 3allOCICHUX y 00aBIbamby
nocna yHyTap komiasuje. OCHOBHa MHCHja CBaKe JIpKaBe je Ja OCHI'ypa MpaBHU OKBHP
paza KoMIaHuja, 1oOpe eKOHOMCKe ycioBe, Te Oe30emaH M curypas pan. ExoHomcka
CUT'YPHOCT NPEJCTaBJba jelaH Ol BUTATHHX MHTEpEca CBaKe 3eMJbe. YIora JAp)aBe U
Jp)KaBHUX MHCTUTYILMja je Jia Ha CBaKM HA4YMH 3aIUTUTH CBOje rpaljaHe, KOMMaHUje U
MHTEepece — KaKo YHYTap ApKaBe TaKO U BaH Hbe.



