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Corporate Governance in Croatia Based on Social Research

World Bank experts:
Effective Corporate Governance is fundamental for privatization and transition
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OECD Principles in Croatian Legal Environment

THE LAW ON AMENDMENTS REGARDING CROATIAN COMPANY L
("Narodnenovin€', No 118/03)

Article 110.
Subsection 2.a and article 272.a are added after article 272. as it follows:
Subsection 2.a
APPLIANCE OF THE CORPORATE GOVERNANCE CODE
Statement on Code appliance
Article 272.a

A Management and supervisory board of the companies whose stocks
are listed in the exchange are obligated to make a statement every year
pointing out that they acted in compliance with recommendations
published in Corporate Governance Code, and that they will continue
to act upon recommendations. Management and supervisory board are
also obligated to point out recommendations of the Corporate
Governance Code that they did not act upon or will not act upon. That
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Board of Directors: Introduction to
Croatian Practice

A The Law on amendments regarding Croatian Company Law
was promoted by Croatian parliament on parliamentary
sitting from October 3rd, 2007

A Twotier governance system, dise only govermnce model, is
abandoned and unitary corporate governance systeme-
tier system)s introduced as a voluntary alternativemmilar
to Republic of Slovenia



HUCNO - Croatian Association of
Certified Supervisory Board Members

A Ethical activities of supervisory board members shall contribute to
the progress of all participants of the market competition,
especially of those who are taking active part in the capital market

A The Members put the highest emphasis in their work on
Implementation of principles of social responsibility in corporate
management and on decisiemaking based on this Ethical Code
provisions

A The Ethical Code shall be based on OECD Principles of Corporate
Governancand Code of Corporatéovernancejointly adopted by
HANFA and the Zagreb Stock Exchange

A Deviation from the above documentation shall be regarded as
direct breach of the captioned Code
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A Development of professional capacities of board members
IN entrepreneurship culture

A Establishing of a national standard and minimum
compulsory criteria for supervisory board members

A Stimulating the protection of legal safety of supervisory
board members and care for the scope and quality of
contractual rights from employment

A Cooperation with chambers of economy, employers,
Industrial trade unions and other institutions related to
Implementation of program objectives and tasks of the
Association

A Organisation of external support and collective benefit
s stem in the provisign of intellectual consulting services
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Basic Terms

A Social Responsibility of an individual and organization shall include
taking care of abidance of laws, national and international
standards and good business customs for the benefit of all
iIndividuals and groups depending on company's activities
(stakeholders). Social responsibility shall also include taking care o
the environment which shall be attained by ethical decision
making.

A Ethical Environment is a corporate culture that enhances ethical
activities of all organization members individually, and of the
organization as a whole and integral parts thereof.

A Ethical Decision-making includes abidance of laws, international
and national standards and other rules and business customs, and
IS based on independent and expert evaluation and one's own
conscience.



Aim of the HUCNO Ethical Code

A Continuous professional improvement of the members

A Performance of the duty of the board member shall be
treated asa special interdisciplinary profession from the
status point of view

A Governing and managing functions shall be performed
within the framework of entrepreneurial and legal
responsibility, and in compliance with the unique code of
business customs and professional ethics

A Uniqueprofessional standards related to status, material
rights and professional responsibility of supervisory board
members should be established and developed

A Development of good practise of corporate management in
Croatia



Ethical Code Principles

A Responsible entering into the supervisory board membership
A Acceptance of principles of a good economist

A Right and duty of professional improvement and lifelong
education

A Professional work and activity

A Transparency and confidentiality
A Conflict of interests

A Acceptance of gifts



Developing an Institute of Directors:
Lessons Learned from Croatia

A Reaching out/membership strategies

A Factors for success

AWhat could have been done differently?

A Current challenges from the regionadrspective
A Plans for future



Reaching out/Membership Strategies

A Establish a proper education for board members
In Croatia with emphasize on legal and financial
framework

AInclude the distinguish certificate holders in
process of corporate governance improvement

A Establish independent association with purpose to
accelerate the ideas of corporate social
responsibility



Factors for Success

A Good strategy definition

A Good program of education for board members

A Support among majority of active board members
A Press and public support

A Good image of educational institutions

A Good organization and implementation of
educational programs



What Could Have Been Done
Differently?

A More cooperation with other relevant institutions
In Croatia

A Coordinate acceptance/approval of other similar
certificates and diplomas

A More support from the Government and other
national institutions

A More support in public



Current Challenges From the Regional
Perspective

A Business cooperation and transnational activities
seek for cooperation in education of Board
members

A International standardization is unique from both
regional and national perspectives

A International Board members need more
education from national sources

A Regional cooperation is easier without linguistic
barriers (publishing, etc.)



Plans for Future

A Making organizational improvments:
AIndividual membership
AlInstitutional membership
A Profesional management

A Continuty of education:
ASeminars for certification
A Conferences and workshops

A Closer cooperation with relevant institutions
ANGOs

APR
A Official education



Sustainable Development

Stephen Young: Moral Capitalism, CROMA, Zagreb, 2006

Social Financial

Capital SRl - Sustainable
Profit
A Phisical :
> Transaction :
Capital T Clients Low Beta
Maximal

- Goods/senvices 7€

ROI enables sustainable investments
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