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CORPORATE GOVERNANCE IN MONTENEGRO - AN EMPIRICAL 
STUDY 

Summary: This research examines the relationship between the different parameters of corporate 
governance and company performance in the new digital age. The paper focuses on the importance of 
accepting the effective management of change in modern organizations, as well as the interdependence 
of corporate governance and the role of applying the principles of corporate governance in the process 
of management changes. In the life of an organization, the only constant is change. This paper presents 
how the changing of the standard business environment into the new one, whose main features are 
globalization, the digital economy, flexibility and the development of the digital companies and 
businesses, affect the business conditions and behaviour of companies. Change requires adjustment. An 
insufficient focus on the management, monitoring and evaluation of  corporate decision-making 
business processes leads to a defensive position and reactive approach to solving business problems. 
This paper analyzes the collected data and presents the main results of the empirical part of the study. 
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INTRODUCTION 

The aim of this study is to examine, in a concise and understandable manner, the relationship 
between corporate governance and company performance, through the perspective of the 
application of the principles of corporate governance and its impact on company performance, 
as well as the interdependence of corporate governance and the role of principles of corporate 
governance in the context of changing management processes.Thus, the main aim of the 
research is to determine whether there is a link between corporate governance and company 
performance. 
The main idea, the hypothesis of the paper, is to prove that there is no significant connection 
between corporate governance and company performance. 
This paper analyses the collected data and presents the main results of the empirical part of the 
study, following by analytical reviews in the field of the principles of corporate governance in 
modern organizations concerning this work. 

1. THE PLATFORM (FRAMEWORK) OF THE PAPER

The general approach to the problem 
To understand the nature of a firm, a corporation, it is necessary to understand the idea of its 
foundation, because it is the basis of everything. The problem cannot be solved unless we know 
the nature of the problem. How does society react to the nature and purpose of the company, its 
corporate governance and so on? 
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In the context of changes to the management process, this research focuses on the questions: 
why, what and how does it change? What is the measure of how the management change affect 
the performance of the organization? Why and how can we best manage these changes? 
In analysing the characteristics of applying the principles of corporate governance andits impact 
on businesses in modern societies (in the process of globalization), as well as the impact on the 
process of initiating and implementation of organizational changes, examining its relationship 
to the principles of corporate governance is very important. This is the main subject of research 
and analysis in this paper. 
According to the 2004 OECD „Principles of corporate governance”, corporate governance is 
an institutional framework which defines the objectives of the business, the way of exercising 
its activities and the methods which are used to monitor performances and measure success. It 
is a system by which corporations are directed and controlled. The main point is in the 
establishment of a clear structure of responsibilities, duties and transparency across the whole 
company. Corporate governance deals with the relationships between the various stakeholders 
in relation to the control of the company. 
For all organizations and companies, new opportunities and challenges will appear along with 
the possibility of global connectivity. The new level of responsibility, which people will stand 
behind, forces participants to think about their own actions and adapt their existing plans for 
the future, changing the mode and manner of presenting their activities to the public. 
By Barney's classification of resources (Barney 1991, 99-120), an organizational resource is 
composed of the corporate culture, organizational structure, policies and procedures, the 
management of information systems and the enterprise relationship to stakeholders. For today's 
companies, organizational resources and management capability are essential in achieving a 
competitive advantage. Knowledge management involves people (human resources), 
technology (IT infrastructure) and organizational processes as interrelated and overlapping 
elements. 
By contrast to Barney, Grant (Grant 1991) makes a much clearer distinction between resources 
and capabilities. Grant classifies an organization's resources into: tangible (financial, physical 
and contractual), intangible (technology, supplier relations, customer relations, partner 
relations, reputation and culture), and human resources (specialized skills and knowledge, 
communication and interactive skills and motivation), which can be combined in different 
ways. While tangible and intangible resources are both included in the production process, 
capabilities are concerned with the „cooperation and coordination of resource groups” (Grant 
1991). 
According to Grant, organizational capabilities are complex productive potentials that depend 
on the firm's capacity to integrate knowledge. Organizational capabilities can be the various 
activities, processes, functions or services that an organization can effectively and efficiently 
implement. (Grant 1996). 
Grant concludes that although resources are the source of an organization’s capabilities, 
capabilities are in turn a major source of its competitive advantage. However, he also 
emphasizes that resources can sometimes directly lead to competitive advantage. (Grant 1991). 
In the new techno-economic paradigm, information is becoming a key resource in 
contemporary society. The result of the impact of information and communication technology 
is thenetwork society. The digital networked economy has resulted in a new organizational 
logic. The principles of free-market competition and entrepreneurship are an integral part of the 
cultural sphere. 
The degree of success of business organization will depend on the information, management 
and decision-makingprocesses, as well as the vision, strategy and human resources that the 
company has. 
As changes in all areas of the life and work are becoming more dynamic, organizations must 
be fast, flexible and efficient, capable of rapid and sudden changes in the course of business. 
With the constant presence of process improvement, business organizations need to be 
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continually adapted to the ever-faster changes imposed by the environment they find 
themselves in. 
The willingness to engage with technological and organizational changes makes the company 
flexible. For technological change to happen, people have to follow what is happening. There 
is a need to try to have an organized view of the events, and respond accordingly. 
An insufficient focus on the management, monitoring and evaluation of business processes of 
corporate decision-making, leads to a defensive position and a reactive approach to solving 
business problems. In this sense, the contribution of this paper is in considering the dynamic 
relationshipsneeded in adapting to new circumstances and the dynamic search for new market 
opportunities. Corporate governance, as it is explored in this paper, allows people who lead 
companies to design new market niches or to use upcoming trends and confirmtheir vision, 
mission, profit and growth of the company within the market through flexibility to change 
which has the added benefit of ensuring no decline in a crisis, and more generally better crisis 
management. What would it mean to pro-actively anticipate changes through strategic thinking 
and lead the company in this wave? 
Another set of questions also arises: How is the world and the market going to change, and what 
opportunities are being brought forward thanks to „digitization”?, In answering those questions, 
we gain directions in the search for answers, and can consider in what direction corporate 
governance and its impact on company performance will evolve. 
The implementation and study of corporate governance in the process of change management 
requires an interdisciplinary approach. Previous studies have mostly provided descriptive 
analysis, rather than „deeper” empirical evidence to explain its causes, consequences and 
specificity. 
All of these changes and adaptations to changes are reflected in the corporate management of 
companies. 

2. CORPORATE GOVERNANCE IN THE DIGITAL ECONOMY

Corporate governance attracts the attention of researchers who deal with financial, accounting, 
legal and social issues and it is one of the topics that is widely discussed in academic circles. 
Interest in corporate governance is interdisciplinary. The analysis of the operations of 
companies (Duvnjak 2020; Duvnjak 2018; Hough and Spillan 2005; Mankiw 2010; Sharma 
2001; Godet 2000) that are faced with a number of corporate fraud and accounting scandals, 
insider trading, excessive compensation and an inadequate system of remuneration, shows that 
this often leads to the bankruptcy or liquidation of successful companies, and represent an 
important and challenging research issues in the modern day. Analysis has shown that the most 
common issueis poor corporate governance. Therefore, the question arises: What is its 
significance and purpose and what actually constitutes good corporate governance? 
Weaknesses in corporate governance have been at the root of all major financial crises. Up until 
now, it has mostly been a matter of the classic expropriation of shareholders and weak 
management supervision (related to the competence of the Board of Directors) (Đulić 2009). 
Relying on the methodology of the International Finance Corporation (IFC), the article 
„Corporate governance in crisis” (Đulić 2009), offers a reference framework for the analysis of 
certain aspects of the functioning of the Board of Directors and provides a basis for comparative 
analysis. This article is focused on the Board of Directors (who mismanaged risks and made 
wrong strategic choices) as a corporate governance mechanism, which at the company level, 
has most often contributed to the emergence of global financial crises. 
In business life, corporate governance is changing and adapting to the changes. These changes 
are happening very fast and so some corporate governance practices are becoming conservative 
equally quickly. 
Corporate governance is collective decision-making. Corporate governance is thus „joint 
management” or „management by more than one person”. 
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In the 2004 OECD „Principles of corporate governance”, corporate governance is seen as 
involving a set of relationships between management, the Board of Directors, the Supervisory 
Board, the shareholders and other relevant stakeholders. It represents a structure for the 
objectives of the joint stock company, as well as the means of achieving these objectives and 
monitoring results. The existence of effective corporate governance within individual joint 
stock companies and the overall economy help to ensure the level of trust required for the proper 
functioning of the market economy. 
The owner’s capital uses effective corporate governance systems in order to influence the 
managers to act in a way that allows the achievement of the owner’s objectives. These systems 
are based on an adequate system of control and motivation. In this sense, corporate governance 
systems achieve certain social values. 
According to the „Manual for Corporate Governance in Montenegro” from 2009, the system of 
corporate governance should motivate shareholders, directors and managers to collaborate on 
the implementation of these plans in order to achieve the long-term business success of the 
company, the company's development and the realization of profits. However. is any system of 
corporate governance good and at the same time usable? 
Trust is the basic concept of corporate governance. Trust represents a special value in the sense 
that it is highly valued by individuals in economic life, as it is elsewhere. A lack of trust 
negatively affects economic life. 
Corporate governance involves many different factors in the strategic decision-making process, 
adequate and transparent reporting to the owners who have invested their capital, reliable 
financial reporting and compliance with laws and regulations. 
The development of corporate governance is largely related to the improvement of corporate 
reporting practices. Corporate reporting involves publishing information and financial 
transparency. 
Financial statements as a major source of information about the company, are the basis for 
many decisions, but also an indispensable source of the information which is necessary to assess 
the value of capital. Because of this, reports must clearly and unambiguously express certain 
categories, while at the same time they must be objective and reliable (Babić and Ćurić 2016, 
13). 
The relationship between the company and its stakeholders is primarily focused on reporting to 
investors and to the public. 
Research has shown that the governing bodies of most companies in the region, regardless of 
ownership structure and organizational form, consider financial reporting as a burden, and the 
preparation of financial statements as a mere satisfaction of legal requirements. The purpose of 
financial reporting as such, has thus been neglected or misunderstood. Very few companies use 
the information from financial statements to manage and make business decisions. It seems 
almost incredible that many managers do not need financial information about the company at 
all for management. The question is, how do they make business decisions in general, and how 
long will they be able to make them in that way? (Babić 2010, 163). 
If a company does not prepare reports in accordance with International Financial Reporting 
Standards, there is a risk of an inadequate basis which should be used for the preparation of 
financial statements, and thus an inadequate basis for assessing key performance indicators 
coming from the analysis of financial statements. 
Some of the problems, concerning the quality of financial reporting, are related to the fact that 
for a long time in the countries of the region the real purpose of the financial statements was 
neglected and to the fact that they were not reported in accordance with international accounting 
standards. (Babić and Ćurić 2016, 12). 
In the digital economy, the emphasis is now placed on the management of change. The 
organizational culture affects almost all the relevant segments for initiating and implementing 
organizational change. For example, the organizational culture affects the determination of the 
needs for change through: the organizational vision, coordination, teamwork, the identification 
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process, and the perception of the need for change. The organizational culture determines the 
way in which the company scans its environment and by that defines its own position in it, and 
the ways that it analyses and assess its own resources and abilities. If the company has adopted 
values that emphasize openness, flexibility, and a propensity for change, it will quickly identify 
the impulses from the environment that indicate the need for change and it will more easily 
make the decision to initiate the desired change. 
Permanent changes in the market have brought, beside the strengthening of competition, the 
transformation from the industrial era to the era of companies that base their productivity, 
efficiency and effectiveness on knowledge and innovation. In that sense, both management as 
a scientific discipline and as a practical skill, has altered significantly. (Marinković 2010, 199). 
The use of information and knowledge, as well as new resources, influences change in the 
labour sphere, as well as in ownership and management. The knowledge of the company is 
reflected through the data share (data flow) of information and knowledge between employees 
and management. Knowledge management is a means to an end, not the sole aim of the action. 
In the context of globalization, speed and competition, many companies are under pressure and 
faced with increasingly faster reactivity. A proactive approach with high strategic importance 
is only possible thanks to the transmission speed of information and the means of 
communication. In this way, business organizations are projected into the future. Changing an 
existing paradigm and participation in the process of organizational changes means that 
companies need to plan their future in cooperation with the primary shareholders and 
stakeholders. 
The digital society is a society in which the creation, distribution and management of 
information has become the most important economic and cultural activity. The organizational 
structure should adapt to change, to be more flexible in order to respond faster and better to 
market demands. The success of a company thus depends on the success of the strategies used 
for the adaptation of marketing communication to new technologies, as well as the ability to 
distribute information to the target group of consumers and customers in the quickest, most 
efficient and most comprehensive way. Speed is becoming the core of economic decision-
making.Any company's new business systems should not be viewed as simply a technological, 
but also as an organizational challenge of changing the corporate culture of the company, 
because in this way companies effectively move toward thinking about the individual. 
Globalization is the ability of the nation, the company and every individual to learn how to 
accept new perspectives and relationships with the rest of the world. (Vukotić 2011). Thus the 
national culture (the system of values, attitudes toward work, character traits of people and so 
on) accept a specific form of global information.The filter or national culture will determine the 
effectiveness of the global information available. Culture will also affect the rate of acceptance 
of information (Vukotić 2011). Today, organizations have a better flow of information. The 
impact and the speed of information forces us to change the paradigm. 
The question is whether the management of modern organizations couldfunction without 
change. The answer is no, not just for top management, but to all levels of management which 
are today faced with complexity and change. Once established, the organizational structure of 
the enterprise may not be sufficient to the needs of the company for a long time, and certainly 
not permanently. The constant change in the market environment and overall management are 
the imperative to continuously improve the organizational structure of the enterprise with the 
aim of acquiring, preserving and improving its market position. This is the fact that points out 
the importance to corporate governance. 
A large part of modern economic life can be seen in terms of economy organizations or from 
the standpoint of how people, institutions and material objects are connected to each other or 
kept separate. 
A modern company must be prepared to successfully respond to change, through a series of 
activities in the field of vision, mission, strategic goals, process reengineering and, on that 
basis,make changes toits organizational structure, and the number and structure of its 
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employees. In addition to external stakeholders, changes in corporate governance are also 
influenced by internal factors (Marinković 2010, 202). 
Modern organizations in a complex business environment must incorporate entrepreneurial 
management into the organizational structure, leadership in an entrepreneurial manner, which 
emphasizes a strategic approach based on the acceptance of risk, creativity and innovation and 
individual responsibility for the operations of the organization. Organizations should have 
developed a corporate culture, to be ready for the implementation of theseorganizational 
changes. Therefore, organizations in the digital economy, have to embed intotheir structure: the 
management of change, the organized abandonment of everything that has been functioning up 
to now, but also the ability to create new value. 
For the more efficient management of the company, managers as representatives of 
management need to be sufficiently well trained that they can manage change and processes 
independently and with the authority of their personality. 
Moreover, corporate governance professionals should be the organization’s architects, who are 
able to offer the appropriate form of organizational structure to implement the chosen strategy. 
In addition, they need to be sufficiently well trained to be able to identify weaknesses and offer 
appropriate solutions to change methods and processes that will facilitate the implementation 
of the strategy (Marinković 2010, 203). 
In this corporate strategy of development, alongside a deeply ingrained entrepreneurial spirit, 
must be based above all on high-quality corporate governance. 
The importance of corporate governance in transition economies is reflected in the impact on 
the development of the national economy as a whole, which includes: creating a key institution 
for the development of private companies which facilitates the adaptation to a market organized 
economy; financial market development (which is closely linked to the dynamics of the 
corporate governance development) and connecting with companies in order to achieve 
efficient allocation of capital into the parts of the economy where it is needed; and attracting 
foreign investment (which in the case of transition economies have increasing importance as 
opposed to domestic investment). 
Previous analysis leads us to conclude that the most important role in the recognition of the 
acceptance and implementation of the change process is played by the owners and management 
of the organization. For them it is essential to master the skills of change management, which 
beside knowledge includes the skill of conducting organizational changes. Only change make 
it possible to create something new and different. Thus change, rather than stability, is the 
natural state of the organization. In organizational life, the only constant is change. Change 
requires adjustment (Stojanović and Đokić and Đokić 2013, 69-82). 
Corporate governance allows companies to manage change and risks and to ensure that they 
are not surprised. The practice shows that effective corporate governance contributes to 
significantly better and more efficient business performances. These principles of Corporate 
Governance offer the possibility of continued survival in business, even given the significant 
changes in the region and the world. 
Although a company may have been operating successfully and had good results over a longer 
period of time, it does not mean that it can ignore the rules and practices of good corporate 
governance. The principles of Corporate Governance were created from years of experience 
and have already many times proved to be important. 
The principles of corporate governance are evolving and should be considered in the light of 
significant changes in the environment. 
In countries with developed market economies, management plays a very important role in 
industrial relations at the enterprise level (Marinković 2010, 212). 
The development and growth of enterprises will largely depend on how far management is 
prepared to accept certain new management concepts. 
Companies must have a proactive approach involving high strategic importance. Thus, they are 
directed to mutual cooperation. 
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All of these changes and adaption to change influence capital movements as well ascorporate 
governance, in which any foreign business environment further complicates its business. 

3. AN EMPIRICAL STUDY

3.1. Research methodology 

Our case study of the applied concept of corporate governance, whose focus is to examine the 
situation, and then to point out the factors that influence the performance of companies through 
the perspective of ICT and information transparency, organizational and national culture in the 
process of change management and the principles of corporate governance in companies, was 
carried out by poll questionnaire during the period from June to July 2014, in cooperation with 
the Securities Commission of Montenegro. The research methodology was chosen in 
accordance with the defined purpose of the research and is based on a combination of qualitative 
and quantitative methods, as well as on comparison with the relevant literature and scientific 
knowledge. 
The questionnaire was designed to obtain information about the following studied variables: 
the attitude towards change, the factors that affect the implementation of organizational change, 
the causes of resistance to change, the characteristics of the organizational culture, the character 
of the managers, the internal rules and procedures, any changes in the sphere of labour, 
ownership and management, and other relevant parameters The objective was primarily focused 
on examining the perceptions and attitudes of the owner, manager and top management of 
companies from a management point of view, because they are the main actors in terms of the 
decision-making process and the positioning of the organization. A sample survey was designed 
to the size of 102 joint-stock companies, limited liability companies, and others. In determining 
the sample, a random sampling approach was used. The collected data were processed and 
analysed using the statistical software SPSS. Based on the responses of the managers of the 
enterprises (mainly SMEs), the questions asked in the survey provide us with the basic 
assumptions that creatively affect the process of corporate governance. 
For the purpose of this paper, a part of the research results will be presented in the field of 
principles of corporate governancein the change management process, with the aim of 
providing a better insight into questions related to the assessment of perceptions and attitudes 
towards the characteristics. The data will be displayed numerically and graphically so as to 
ensure its clarity. 

3.2. Research results 

Before analysing the collected data from the empirical part of the research, the basic 
demographic data show that the shape of organizing economic activity is 53.92% shareholding 
companies, 44.12% of the limited liability companies and 1.96% of others. In relation to the 
dominant ownership structure of the company, 76.92% were privately owned, 21,15% were 
owned by the state and 1.92% were public-private partnerships. According to the size of the 
companies, the study involved 68.63% small businesses companies (those with 1-49 
employees), 29.41% medium-sized enterprises (with 50 – 249 employees) and 1.96% large 
companies (with more than 250 employees). 
Based on the data obtained during the researching, the following can be concluded: 
Data about the degree of ownership of the company show that nearly two-thirds, or 63.64% 
have dispersed ownership, while 32.37% have concentrated ownership. 
When it comes to the presence of majority ownership (more than 50% of shares), the data 
obtained from the questionnaires indicates that in 69.64% of the companies presented had 
majority owner, and in 28.57% of the companies that was not the case. 
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The Corporate Governance Code is used by 25.9% of the companies, while 57.4% of 
respondents said they did not apply the Corporate Governance Code, with as many as 16.7% 
saying that such a Code does not even exist (Figure 1). 

Figure 1. Implementation of the Corporate Governance Code (Author) 

These data tell us about many different things, including the fact that one of the consequences 
of the instability of the financial markets and highlights the failure to adopt a widely-accepted 
Corporate Governance Code in many countries, after the outbreak of the global financial crisis 
in 2008, which is also the case with our country. 
In order to improve management practices, companies are obliged to align their practices with 
the Code recommendations. As a prerequisite of model convergence of the corporate 
governance, we need a change in the legal framework of certain countries, with the aim of 
creating a universal legal context through the affirmation of the principles and good practice of 
the Corporate Governance Code. The OECD has created a framework of effective corporate 
governance to promote transparent and efficient markets, which will be in accordance with the 
rule of law and clearly divide responsibility between the supervisory and regulatory authorities. 
One of the documents aimed at promoting the implementation of corporate governance 
principles in companies is the Corporate Governance Code. Each company may, if it considers 
it necessary, adopt the Code. The company should thereafter incorporate a chapter about 
corporate governance in its annual report describing the relevant events related to corporate 
governance which occurred during the previous year. 
To the question „Are the views of interested parties (stakeholders) such as customers, suppliers, 
financial institutions, or the local community involved in the strategic framework of the 
enterprises?”, the majority of the respondents replied that they are not - 68.52%, while 24, 07% 
gave a positive answer (Figure 2). 

25.9

57.4

16.7

Yes No Code doesn't exit

Does the company apply the Corporate 
Governance Code?
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Figure 2. The involvement of stakeholders in the strategic framework of enterprises (Author) 

On the question about whether the interests of the owners / shareholders and directors / top 
management diverge (depart from each other), the surveyed companies offered the following 
responses on a five point scale: strongly disagree - 32.1%, partially disagree - 3.6%, neutral 
(average effect) - 28.6%, partially agree - 14.3% strongly agree - 21.4% (Figure 3). The fact 
indicates that more than 60% of respondents were still confronted with the fact that the interests 
of the owner-director are not sufficiently aligned, which does not have a positive impact on 
company performance. As such, this tells us about strongly expressed agency concerns and 
probably about the insufficient of education or familiarity or perhaps the unreadiness on the 
part of the owner of the company to have a manager who will work in the interest of the 
company. Moreover, one of the problems that can potentially be characterized is that the owner 
/ shareholder does not have the right remuneration policy for the directors / top management, 
which would at least partly assure owners that the managers were working for the benefit of the 
company, which in turn has an impact on the company performance. 

Figure 3. The degree of divergence of interests between owners/shareholders and directors/top 
management (Author) 

To increase the motivation of managers and ensure the effective management of the company, 
managers are given compensation packages with minority ownership shared participation, as 
well as financial bonuses realted to the long-term performance of the company. These 
arguments are supported by empirical research and they show that there is a positive correlation 
between business performance and the size of the equity stake held by the managers in the 
company. 
A majority of the surveyed companies, 53.70% of them, stated the fact that their organization 
has established financial management and control in order to enact rhe necessary  improvments 

24,07

68.52

7.41

Yes No I don't know

Are the views of interested parties (stakeholders) such as 
customers, suppliers, financial institutions and local communities 

included in the strategic framework of the company?

32.1

3.6

28.6

14.3

21.4

Completly disagree

Partly disagree

Neutral

Partially agree

Totally agree

Do the company interests of the owner/shareholders 
and directors/top management diverge?



Rašović Aleksandar

144

in the economy, efficiency and effectiveness of their work, while even 44,44% has established 
financial management and control for better economy, efficiency and effectiveness (Figure 4). 

Figure 4. The level of restitution of financial management and control for better economy, efficiency 
and effectiveness (Author) 

Financial management and control (FMC) is the most important area of internal control, as it 
affects all the activities of the organization. In financial management in the public sector, great 
attention is paid to the concept of financial control. All managers have a duty and obligation to 
engage in financial control in order to ensure the correct utilization of the resources. 
The efficient management of public finances is important so as to create confidence and 
transparency,  and, above all, for the purpose of providing value for money (Rule 3 E - economy, 
efficiency and effectiveness). 
In relation to the establishment of internal control and risk management, the split was fairly 
even, with about 1/3 of companies (an exactly equal 34.5%) both saying that this existed and, 
by contrast, that there was no system of internal control and risk management. The remaining 
1/3, or 30.9% of the firms said that in some partially form they did have a system of internal 
control and risk management (Figure 5). 

Figure 5. The level ofthe establishment of internal control and risk management (Author) 

In order to improve internal controls, it is necessary to adopt a framework of financial 
management and control which incorporates all the financial issues affecting the realization of 
key company objectives. Contemporary corporate governance structures place significant 
emphasis on risk management. It provides greater confidence in corporate governance. The 
purpose of risk management is to reduce risk to an acceptable level. 

53.70
44.44

1.85

Yes No I don't know

Was financial management and control establised at 
your company to provide for better economy, 

efficiency and effectiveness?

34.5

30.9

34.5

Yes Partially No

The level of establishment of the internal control 
and risk management
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In answer to the question „Have you adopted internal rules and procedures (a procedure book) 
on the most important issues in your company?” most respondents answered that they had 
(53.47%), while 45.54% of respondents answered that they did not have a book of procedures 
(Figure 6). 

Figure 6. The level of internal rules and procedures (procedure book) (Author) 

For the implementation of the system of financial management and control (FMC) in an 
enterprise, it is necessary to draw up a set of internal rules and procedures for the proper, 
economical, efficient and effective use of goods. Internal rules for financial management offer 
a set of rules and procedures, including a description of the working place-jobs that explain the 
operation of the financial management of the company. 
The fact that only about half of the respondents had adopted internal rules and procedures (in 
the form of a procedure book) on the most important issues in the organization is extremely 
worrying and confirms the view of the inertia of management. 
In order to improve the internal control system it is required that each institution adopt an FMC 
framework that integrates all financial matters affecting the efficiency in achieving the key 
objectives of the company. The goal is actually to formalize a framework for FMC which will 
be collected in the form of internal policies and procedures, that provide guidance on these 
issues to all the staff of the company. 
In relation to questions about whether the majority of the minority shareholders regularly 
attends meetings of shareholders, the disconcerting fact was noted that a vast majority (83.6%) 
of the minority shareholders do not even attend the General Assembly of Shareholders (Figure 
7). 

Figure 7. The presence of minority shareholders at Shareholders' Meeting (Author) 

53.47
45.54

0.99

Yes No I don't know

The presence of internal rules and procedures 
(a procedure book)

12.7

83.6

3.6

Yes

No

I don't know

Do most minority shareholders regularly attend 
the assembly of shareholders?
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A value of up to 83.6% is not merely unsatisfactory, but disappointing. Companies generally 
do not have internal documents that further protect the rights of minority shareholders. As is 
the case in the region, the largest number of companies has no adopted acts or procedures that 
prohibit trading on the basis of privileged internal information. To a large extent, there is no 
law or mechanisms for disclosing information on transactions to company board members. 
Montenegro has adopted the Anglo-Saxon model of corporate governance, which is based on 
the effective protection of minority shareholders, a developed capital market and the continued 
publication of information on the legal and financial position of the company, so that the holders 
of material interests can make appropriate decisions. 
The corporate governance framework should ensure the equitable treatment of all shareholders, 
including minority and foreign shareholders. All shareholders should have the option of 
recourse to effective legal protection in cases of the violation of their rights, which is one of the 
six OECD Principles. 
According to the Global Competitiveness Index of the World Economic Forum from 2019, 
which covers 141 economies, Montenegro ranks 73rd, which is a decrease of 2 places compared 
to 2018, and is as many as 24 places lower when compared to 2010. 
This tells us that the external mechanisms of corporate governance must be more involved, such 
as the protection of minority shareholders (by the market management services). The protection 
of minority shareholders rights, generally defined by imperative legal norms, is one of the main 
goals of the company's regulations. 
Practice so far has predominantly shown that the degree of development of the capital market 
depends on quality control and the application of appropriate laws that equalize the rights of 
shareholders. 
This constant problem is solved by improving corporate governance in general, and by 
improving the rights of minority shareholders in particular. 
Five-sixths or 83.93% of the companies from the survey do not publish the remuneration policy 
for the Board of Directors and the CEO. Only 12.50% of companies publicly announce the 
remuneration policy for the Board of Directors and the CEO (Figure 8). 

Figure 8. Public announcement on the remuneration policy of the Board of Directors and the 
Executive Director (Author) 
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moved forward from the beginning of the transition period. Creating an entrepreneurial culture 
in society is one of the basic prerequisites for the development of any economy and society as 
a whole. 
When it comes to whether the shareholders and all stakeholders are equally informed about 
all relevant issues / problems, again we note the disturbing fact that a vast majority (64.29%) 
are not informed. Only a third said that the shareholders and all stakeholders are equally 
informed about all relevant issues / problems (Figure 9). 

Figure 9. Are shareholders and all stakeholders equally informed about all relevant issues/problems? 
(Author) 
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Unfortunately, a large number of the findings ofempirical research on the issue, as well as the 
empirical research conducted for the purpose of this study, tell us that there is no general 
awareness, knowledge or determination of the role that corporate governance needs to have. 
Furthermore, it can be concluded that weak tendencies and approaches to change dominate. 

CONCLUSION 

The general picture of corporate governance in the examined companies is poor. The low level 
of corporate culture and poor practice of respect for laws and regulations are the main reasons 
for this poor state. The study has also demonstrated that among the companies there are shining 
positive examples. These companies are quite well advanced with the application of the good 
corporate governance practices. 
Unfortunately, a large percentage of the findings of empirical research tells us that there is no 
general awareness, knowledge or determination of the role that corporate governance needs to 
have and its impact on company performance, both here and in the neighboring countries. 
In the process of economic transition and globalization, small and medium-sized enterprises 
(SMEs) are one of the mainstays of the economy. For them, it is said that they are the backbone 
of the economy, but it might also be said that this spine suffers or that a vertebra is pinching. 
At the same time, it is also the sector that employs the largest number of people. 
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In achieving the high performance of the organization in accordance with the objectives, an 
adequate position is reflected in the quality management and effective corporate governance, 
especially in terms of managing change, in light of the new digital era. The principles of 
management and corporate governance processes should be completely different from those 
that are currently used. 
Comparative practice has proved that extremely beneficial effects can be achieved by adopting 
the effective application of national corporate governance codes, which would be a kind of link 
between the legislation and the practices of companies. Each joint stock company should be 
able to tailor abstract legal solutions that are adapted to its specific needs. 
The results of studies confirm that one of the most important problems is the inadequate use of 
knowledge and the insufficient activity of professional institutions, which are necessary for the 
effective management of change. 
For the continuous improvement of operations, it is important to engage in an implementation 
process of improving knowledge in the function of improving the quality of business 
performance and achieving competitive ability. 
The new economy, a new company and new technology are inextricably linked and all together 
form a synergistic whole. 
Future organizations should have an established corporate culture, which has to be ready for 
the implementation of organizational change. Therefore, organizations must strive for a 
proactive approach which takes on high strategic importance. 
The institutional framework, and the factors of capital market development (changes in the 
current system, especially the management, governance and evaluation of business operations), 
which isessentially capital market construction, is also associated with corporate governance. 
It can be concluded that the digital era is the era in which the creation, distribution and 
management of information has become the most important economic and cultural activity. 
As this work proceeded from the assumption that better corporate governance causes the better   
performances of the company, taking into account the findings of the empirical research, we 
conclude that there is no significant relationship (correlation) between the different parameters 
of corporate governance and company performance, especially in the light of globalization and 
change, and that corporate governance depends on the interests of owners and managers. 
This expands the concept and opens up the entire research area in terms of understanding that 
corporate governance can be an important instrument for company survival even in changing 
conditions,and that the corporate governance is evolving. 
Survival in modern businessis not guaranteed for the most powerful company, but rather the 
one who can best adapt to change and monitor the trends in the digital economy. What is needed 
are the ideas, knowledge and skills that contribute to good corporate management. In that sense, 
ideas are the future. 
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