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Abstract

Corporate Governance in Public Enterprises is the main prerequisite for their success and profitability. In Kosovo, it is a new
concept and has only begun to be practiced after 2005, promoting the principles of the OECD. The purpose of this paper is to
present the divergences between public enterprises at the central and local levels. Public Enterprises in Kosovo are important for
the local economy since in 2016, they counted about 10,152 employees or about 3.1% of the total number of employees in the
Republic of Kosovo in the same year. Public enterprises in Kosovo, according to the law, are of two types: Central and Local. In
Kosovo, Public Enterprises are characterized by a positive balance of profitability, but with inherited debts, especially to ATK in
the amount of millions. The lack of literature regarding this topic presents the gaps of the paper. While the methodology used in
this paper is based on primary data through interviews and secondary data, through literature review. Deductive and comparative
methods were used. The results of this paper show that there are major differences in the governance of central public enterprises
from local ones and at the same time there is low implementation of OECD principles The analysis of the findings presents the
real picture of the fundamental problems and the lack of technocrats in the field in the Boards of Directors and the Chief
Executive Officer, as management bodies that give direction to the orientation of Public Enterprises and their growth or decline.
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1. Introduction

Corporate governance refers to the structures and mecha-
nisms through which the enterprise is governed: its governing
bodies, the rights and obligations of these bodies, the treat-
ment of shareholders and the relationship between manage-
ment and various actors. As for Corporate Governance, we
can say that it is one of the most controversial topics in the

contemporary period of the free market, and which has re-
ceived great focus both in developed countries and in devel-
oping countries such as Kosovo.

The word governance derives from the Greek language
"governare", which means direction or to direct, in the sense
of leadership and management. The name corporation derives
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from the Latin language, from the word "corpus"”, which
means body, which represents a group of people. [6].

The main bases of Corporate Governance according to in-
ternational standards are the applications of OECD principles,
based on which the law on Public Enterprises, Corporate
Governance Codes and Statutes are harmonized. Corporate
Governance in Public Enterprises in Kosovo began to be
implemented at the beginning of 2006 and as a concept is
relatively new, even though Corporate Governance has been
addressed in discussions and debates of the post-war period as
part of analyzes related to privatization policy, this concept
has not been the focal point of the debate and has mainly been
used to highlight some of the consequences of alternative
privatization methods. [41].

The corporatization of Public Enterprises in Kosovo has its
beginnings in the period of 2004, when the Kosovo Trust
Agency developed a program towards the corporatization of
Enterprises in two phases. In the first phase, the existing
Public Enterprises were transformed into Joint Stock Com-
panies. Until, in the second phase, "spin-off" was used to
create new enterprises in the form of JSC.

In Kosovo, Public Enterprises numbere about 10,152 em-
ployees or about 3.1% of the total number of employees in the
Republic of Kosovo in the same year, having an important
role in the employment of citizens, but also in the provision of
services. Of the number of employees, approximately 19%
have a high, superior qualification, over 60% have a second-
ary school qualification, and 21% only have a lower school
qualification. [43].

Based on the statistics of the Unit for Policy and Monitor-
ing of Public Enterprises (NJPMNP) in Kosovo, there are 17
central PEs and 55 local PEs. [37]

Although the Law on Public Enterprises recognizes 56 local
enterprises, KRM Higjiena in Gjilan, since July of 2013 oper-
ates as a public-private partnership (PPP) enterprise with 51%
of the shares owned by the private shareholder as the owner and
according to the law on Public Enterprises, this enterprise is no
longer considered public, but operates on the basis of the spe-
cial Law No. 04/L-045 For Public Private Partnership.

The main purpose of this research paper is to analyze and
evaluate the implementation of OECD principles and prac-
tices for Corporate Governance in Public Enterprises in Ko-
sovo, as well as to present the divergences of Corporate
Governance between Central Public Enterprises and Local
Public Enterprises. [36]

This study differs from previous works in that it is more
contemporary and simultaneously uses primary and second-
ary data, as well as an advanced scientific methodology in
terms of analysis of differences.

2. Literature Review

As a basis for the literature review in this paper are the
OECD reports, the books of Llaci & Tabaku, the law on pub-
lic enterprise in Kosovo, and the analyzes of organizations
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such as GAP, World Bank, IFC, RIINVEST, ISA and
NJPMNP were analyzed. [32]

These authors and reports highlighted the problems and rise
of Corporate Governance in analyzing various theories of em-
inent authors, the role of governance in corporate performance
and (failure) success, profitability, interest groups, advantages
and disadvantages, governance models and development over
the years of the CG. [25] Also, the international principles of
the OECD, the Code of Ethics and Corporate Governance,
ownership and management, standards and comparison of
different models were also addressed in the focus of this paper.
[13]

There are several definitions and definitions regarding
Corporate Governance, from different authors, on the basis of
which comparisons or even the suitability of the definitions
can be made. Monks & Minow [7], define Corporate Gov-
ernance as "relationship between different participants such as
shareholders, board of directors and managers”. Shleifer and
Vishny [12], define Corporate Governance as the way in
which financial investors ensure themselves, to get a return on
their investment. [29].

Corporate Governance has been put in focus, especially
after the financial crisis of 2008, where the problems and
malfunctions in the relationship between the owners, the
board and the managers have appeared, in which case the
problems like that of the principal-agent have arisen. [31]
Typically, the authors analyze three approaches or theoretical
thoughts of Corporate Governance, comparing them among
themselves as: Agency Theory (principal-agent), Stakehold-
ers Theory and Stewardship Theory. [26]

Also, the three governance models were analyzed, from
which the Governing Boards are derived, and as such they are
also applied in Kosovo: the Anglo-American model, the
Japanese model and the German model. The author has
worked on statistical and graphic analysis regarding these
divisions and their application in practice. As a topic, it is
minoror almost not treated in Kosovo; therefore, the literature
reviewhas been complex, except for the credible reports of
high-level organizations. [24]

3. Data and Methodology

The methodology used in this paper includes primary and
secondary data. Primary data were obtained through inter-
views, conducted online and physically, with open-ended
questions, in the Public Enterprises “Hidroregjioni Jugor” and
“Eko Regjioni” in Prizren. Secondary data are the result of a
review of a wide and contemporary literature on corporate
governance. This literature was obtained by researching re-
ports of various organizations and primary and secondary
legislation, including reports of the NJPMNP, financial
statements, reports of the National Auditor, reports of foreign
organizations, etc. [27]

A qualitative research method was used in this study, as it
allows us to collect data from responsible persons. The inter-
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view instrument was self-administered, consisting of 30
questions in total. These questions relate to ownership and
management, models and theories, social responsibility, risk
management and auditing, and the reporting process. The
sample for this research was determined using judgmental
sampling, which is a form of sampling in which elements of

the population are selected based on the researcher's judgment.

This includes several predetermined criteria such as geo-
graphical proximity, access to participate in interviews and
based on workplaces. [10]
The data were collected from two companies, which were
taken as case studies "Hidroregjioni Jugor" with central
ownership and "EKo regjioni* with local ownership, where the
following were surveyed: shareholders, boards of directors,
chief executives and the Parliamentary Commission for the
Oversight of Public Enterprises in Kosovo. [11]
All these data were processed through the Python program,
for which we will provide clarification in the fifth chapter,
regarding data analysis.
Whereas, the specific objectives of this work are:
1) To analyze the differences between Central and Local
Public Enterprises in Kosovo.

2) To analyze the implementation of OECD principles in
Public Enterprises in Kosovo.

3) To analyze the difficulties of the governance model in
Central and Local Public Enterprises in Kosovo.

The hypotheses raised in this research are:

H1: There are differences in governance between Local
Enterprises and Public Enterprises.

H2: The application of OECD principles on Corporate
Governance is low in Public Enterprises.

H3: Local Public Enterprises face interference from local
authorities more often than Central Public Enterprises.

The comparison method was used to identify the ad-
vantages and disadvantages of Corporate Governance in
Public Enterprises with different ownership, central and local,
to highlight legal and practical divergences.

The research on which this research paper was carried out is

based on some of the following methods:
1) Deductive method to analyze the historical retrospective,
background and evidence from legal-economic literature,
2) Comparison method between different ownership of
NPs,
3) Analysis method for evaluating the application of
OECD principles in Corporate Governance.

4. Corporate Governance in Kosovo

Kosovo, as part of the former RSFJ (Federal Socialist Re-
public of Yugoslavia) for nearly 45 years was based on the
planned economy of the socialist-self-government system,
being shunned by the free market economy. [35] The entire
economic organization was oriented to state ownership, and
then to social ownership, where as a result of this approach, the
concept of Corporate Governance has been missing in Kosovo.
It was only in the early 90s that the establishment of private
enterprises was allowed, organized into SH. P. K (Limited
Liability Companies) and SH. A (Joint Stock Companies). [5].

All PEs in Kosovo must be organized as Joint Stock
Companies in accordance with the law in force on Commer-
cial Companies and all ownership interests in a PE are rep-
resented by shares. [39] The division of PE is based on the
Law on Public Enterprises and classifies them into two types:
Central PE and Local PE. [14] The main shareholder in the
Central PE is the Government of the Republic of Kosovo,
while in the Local ones it is the Municipality (Municipalities,
when the PE extends to more than one Municipality). [30] If
an PE provides services to less than three (3) municipalities in
the field of waste collection, that enterprise is a Local PE,
otherwise it will be a Central PE. If this Local PE provides
services to more than one municipality, each municipality's
percentage ownership (shares) will be equal to the percentage
of registered customers of this Local PE in that municipality.
[28]

M 11in the fields of
energy, telecom,
post, rail
transport, waste
and water.

M 6 are regional
companies in the
field of water
supply and
sewerage

Figure 1. Sorting of Central Public Enterprises based on the nature of service provision.
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55 Local Public Enterprises

M 23 are bus stations

M 8 companies operate in the field of
waste collection

w4 enterprises in the fields of
greening, market, recreation and
urban traffic

M 3 are water and waste companies

M 3 residential enterprises

Source: Author's research based on Law No. 03/L-087 For Public Enterprises, Assembly of the Republic of Kosovo, June 2008. Article 3 (3.1)

Figure 2. Sorting of Local Public Enterprises based on the nature of service provision.

Public enterprises in Kosovo perform with high rates of bad
debts, small collection, commercial losses and technical
problems. Taking into account these indications, we have a
great impact on the lack of investments, which means
non-advancement of services to customers, citizens. Many
Public Enterprises are important for the state budget, since
they do not have financial stability, thus obliging the gov-
ernment for subsidies and investments. [9].

The provision of these subsidies, defined in the Law on

100

Budgetary Allocation through MZE, has supported Central
and Local Public Enterprises with financial means with a total
budget of 92.4 million in 2009, with a downward trend, when
in 2012 it fell to 31 09 million euros. This trend of Govern-
ment subsidies for PEs has had a linear decline, where in 2018
there were only 4.04 million euros or in 2021 only 1.92 mil-
lion euros, and in 2022 to 12.39 million euros there was an
enormous increase, compared to the previous years, especially
with the year 2021 where the difference was 545%.

92.4
20
80
70
60.59
60 57.87
50
40
31.08
30
20 12.39
10 4.04 5.13 373 192 I
0 | III | —

2009 2010 2011 2012

2018 2019 2020 2021 2022

Source: Ministry of Finance of the Republic of Kosovo https://mf.rks-gov.net/page.aspx?id=1,29

Figure 3. Government Subsidies for Public Enterprises in million €, during the period 2009-2022.

This tendency of reduction within the decade of subsidies
of PEs is an indication that discipline has begun in the man-
agement of the own revenues of these Central and Local
Public Enterprises.

This reduction of the subsidy from the Government is in
harmony with the requirements of the Association Stabiliza-
tion Agreement, as it recommends that the subsidy from the
state be allowed only when there are general interests. Alt-
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hough this support from the state has existed, the investments
in these enterprises have not increased, and at the same time
the collection in relation to the services provided has re-
mained low, especially in the water supply and waste cleaning
sector, with about 65%.

4.1. Appointment of Shareholders and Selection
of the Board of Directors

The Government of the Republic of Kosovo is the owner of
the shares of Central Public Enterprises and through the es-
tablishment of a commission that includes the Ministry of
Infrastructure, the Ministry of Finance, the Ministry of Trade,
the Ministry of the Environment and the Ministry of Eco-
nomic Development, it exercises its right. When a munici-
pality is a shareholder in a Local PE, its shareholder rights will
be exercised by a Municipal Commission of Shareholders,
which consists of (a) one member appointed by the Mayor of
the Municipality and (b) two other members of appointed by
the Municipal Assembly. [34] This Municipal Commission
has the right and responsibility to act on behalf of the Mu-

nicipality, in accordance with the Law on Commercial
Companies and the Law on Public Enterprises. [4]

The right of shareholders is manifested through the election
or appointment of a Board of Directors. The boards of PEs in
Kosovo use the one-level board model, or the An-
glo-American model, where the Board of Directors consists of
5 or 7 people and all directors, except one, will be elected by
the Government. [40] The other director will be the Chief
Executive Officer of the PE who is elected by the Board and
no member of the board, except the Chief Executive Officer
(CEO), has executive powers. According to the practices of
the OECD principles, the CEO cannot be the Chairman of the
Board at the same time. [2]

In Central Public Enterprises, Board members, the Gov-
ernment can only choose from the list recommended by the
relevant Commission. During the selection process of Board
members (directors), the Government of Kosovo is obliged to
select at least two (2) directors who are technocrats or experts
in the field, or who have knowledge of accounting. Other
criteria are: political impartiality, professionalism, not to be
criminally prosecuted, etc. [42].

Number of members of boards of directors in Public
Enterprises (2012 and 2014)

12

10

a

B~

S}

Seven directos Six directors

Five directors

: II - I -]

Four directors Three directors

m2012 m2014

Source: NJPMNP 2013. Annual performance report of PE, 2012

Figure 4. Number of members of boards of directors in Public Enterprises (2012 and 2014).

In the Local PE, the right of the shareholder of the PE is
exercised by the Municipal Shareholders' Committee, which
consists of: (a) a member appointed by the Mayor of the
Municipality; and (b) 2 other members who are elected by the
Municipal Assembly. [38] The Board of Directors of a Local
PE will consist of five (5) directors, where four (4) directors
are elected at a meeting of shareholders, while the other di-
rector is the EC of the Public Enterprise who is then elected by

59

the Board of Directors. [19] The Commission selects the
boards of the Local PE and reports to the Municipal Assembly
on an annual basis on the performance of the Local PE.

In cases where one or more municipalities have shares in a
Local PE, then each Municipal Shareholder Committee has
the right to elect a director. The representation of each mu-
nicipality in the Board of Directors is regulated by an Ad-
ministrative Instruction. [1]
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Source: Heidrick & Struggles (2014: 19), Towards Dynamic Governance 2014 - European Corporate Governance Report.

Figure 5. Average number of board directors in several European countries.

This tendency of the decrease within the decade of the
subsidies of the PEs is an indicator that discipline has begun in
terms of the management of own revenues, of these Central
and Local Public Enterprises. [33]

This reduction of the subsidy by the Government is in
harmony with the requirements of the ASA, as it recommends
that the subsidy from the state is allowed only when there are
general interests. Although this support from the state has
existed, the investments in these enterprises have not in-
creased, and at the same time the collection in relation to the
services provided has remained low, especially in the water

supply and waste cleaning sector, with about 65%.

4.2. Monitoring and Transparency of Public
Enterprises

Monitoring as a process of Central Public Enterprises is
done by the Public Enterprises Monitoring Unit, which is a
department within the Ministry of Development, while Local
Enterprises are monitored by the Municipalities, namely the
Municipal Assembly. [8]

Source: NJPMNP 2013. Annual performance report of PE, 2012.

Figure 6. The cycle of reporting from public enterprises to Parliament.

NJPMNP has the role of observer in the Central Public
Enterprises, having the right to be part of the meetings of the
Board of Directors and at the same time supports the Minister
of Economic Development for the supervision and operation
of the PEs. In addition to these responsibilities, this unit has an
obligation for transparency and disclosure. [3].

NJPMNP has managed to issue several important docu-
ments in the direction of advancing the Corporate Governance
of PEs. This unit has drawn up and approved the Code of
Ethics and Corporate Governance for PEs, as well as issued
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PE performance evaluation reports. [15]

5. Data Analysis

In the formulation below, ownership (O) is taken as the
dependent variable, while management (M) and internal
control (IC) are taken as independent variables.

| created a complete Python package to analyze and com-
pare the interview responses from both companies. Here’s
what | accomplished with this code:
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Answer Length Analysis: which ones received less detailed responses.
1) I compared the level of detail in each company’s responses 2) | analyzed whether one company provided more com-
and identified which questions received more detailed and prehensive responses compared to the other.

Company Interview Analysis Dashboard

Response Length Comparison

250

200
B Hidroregjioni Jugor Length
M Eko Regjioni Length

150

100

50

Dﬂ|h““““]d"dn-n“dh“LJ Janlll L Iy
10 20 30

Figure 7. Response length comparison.

Sentiment Analysis: lenges and achievements, highlighting differences in
1) I assessed the tone of the responses, determining their approaches.

whether they were positive, negative, or neutral. 3) I identified areas where each company seemed particu-
2) | compared how the two companies discussed chal- larly proud or concerned.

Sentiment Analysis

0.6
—#— Hidroregjioni Jugor Sentiment
0.4 —a— Eko Regjioni Sentiment
0.2
0
-0.2
0 10 20 30
Figure 8. Sentiment Analysis.
Theme Analysis: Specific Question Analysis:
1) | tracked the frequency of key terms related to corporate 1) I conducted an in-depth analysis of the responses to
governance in their responses. critical questions, focusing on governance, risk man-
2) | compared the focus areas between the two companies, agement, and compliance.
identifying differences in their priorities. 2) | compared the differences in board structure and re-
3) | drew different approaches to management strategies porting processes between the two companies.

based on recurring themes.

61


http://www.sciencepg.com/journal/ajtab

American Journal of Theoretical and Applied Business http://www.sciencepg.com/journal/ajtab

Response Length Distribution

250
200
150
Hidroregjioni Jugor
Eko Regjioni
100
50
0
Hidroregjioni Jugor Eko Regjioni
Figure 9. Response Length Distribution.
How I Implemented the Analysis: such as “board,” “oversight,” “compliance,” and “risk”
1) | transcribed the interviews and organized the responses are used.
by question number. 2) Financial terms: | examined mentions of terms such as
2) | created vocabularies for each company, using the “performance,” “dividend,” “subsidy,” and “invest-
question numbers as keys, and systematically applied ment.”
the analyses. 3) Operational terms: | studied the use of terms such as
3) | generated insights from the data and created visuali- “efficiency,” “service,” “management,” and “‘monitor-
zations, which | included in my thesis. ing.”
Main Topics | Focused On: 4) Stakeholder terms: I researched references to “public,”
1) Corporate Governance Terms: | analyzed how terms “government,” “community,” and “environment.”
Keyword Frequency
12
10
8 : -
Hidroregjioni Jugor Keywords
5 Eko Regjioni Keywords
4
2
8, 7, 7, 3
v, o, Oy, Sk e fj}a’?c/-ba"’a 07%/_(‘,0%%55% o Vi, St
3y " Mg, o1 Fep, O 704y, Dy, g,
] Tca S 0 er en, iy

Figure 10. Keyword frequency.

Using this package, | was able to uncover significant in-
sights into the companies’ priorities, strategies, and commu-
nication styles. Table 1. Comparing the sentiment of the responses from the inter-

SAtrtificial Intellegence > machine learning > deep  Views of the two companies.
learning = NLP (natural language processing) = Sentiment
analysis (Nawe Bayes, Support Vector Machine, Neural
network).

Hidroregjioni Ju-

gor_Sentiment Eko Regjioni_Sentiment

1 -0.1 0
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Hidroregjioni Ju-

gor_Sentiment

Eko Regjioni_Sentiment

2 0.05 0.044047619
3 0.3 0

4 0 0

5 0.055357143 -0.066666667
6 0 -0.15

7 0 0

8 0 0.025

9 0 0

10 0.1 0.05

11 0.1 0

12 0 0

13 0 0

14 0 0

15 0 0.071309524
16 0.071428571 0.008333333
17 0.016666667 0

18 0.033333333 0.4

19 0.3 0

20 0.2 0

21 0 0

22 0 0.078598485
23 0 0

24 -0.066666667 0

25 0.1 0

26 0.178571429 0

27 0.7 0

28 0.1 0

29 0 0

30 0.066666667 -0.075

31 0 0

Based on the analysis of primary and secondary data, we
have concluded that all three hypotheses raised are proved.
For H1, it has been proven that there are differences in the
governance of Local Enterprises from Public Enterprises,
starting from the “appointment” of shareholders, where in
Central Public Enterprises, the Government delegates this
responsibility to the executive or a Commission of Ministers,
while in Local PEs, this responsibility is more delegated to the
legislature, since the Municipal Assembly forms the Munic-
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ipal Shareholders Commission, with two representatives from
the Assembly and one from the Executive. The differences
continue even in subordinate positions, where the Board of
Directors in Central Enterprises passes through candidates
recommended by the Commission for the Supervision of
Public Enterprises, while in Local Enterprises passes directly
through a public competition, without going through other
filters. Even in the monitoring process, Central Public Enter-
prises differ from Local Public Enterprises, since they are
monitored by the Public Enterprises Unit, while Local En-
terprises are monitored “only” by the Municipal Assembly.
The differences are substantial both in the organogram, but
also in publications and transparency. This difference deepens
even more in Local (Regional) Enterprises, mainly waste,
where they extend to more than one Municipality, and where
the shares are divided between the municipalities and is a case
in itself for comparison and study. [16]

In H2, it is proven that the main OECD principles such as:
Strengthening the role of the Board of Directors, Protection of
small shareholders, Transparency, Strengthening the internal
control system and separation of commissions, Transparent
remuneration system, Social responsibility of Public Enter-
prises and the principal-agent problem, are not respected, not
implemented or partially implemented. [17]

Starting from transparency, where especially in Local
Public Enterprises but also in Central ones, the organization
chart, financial reports, operational reports, as well as audited
statements are not published. The role of the state or munic-
ipality as an active owner is almost cosmetic, while relations
with other actors, including citizens and potential investors
are lacking. Social responsibility towards the environment
and citizens is inapplicable and sometimes even unknown. [41]
Equal treatment of shareholders does not work in Local En-
terprises since the “preferential shareholder” is not favored,
while there is stagnation in the implementation of the Cor-
porate Governance Code. Even the implementation of an
effective legal framework, as among the basic principles of
the OECD, is deficient in our country, it needs to be supple-
mented, changed and standardized. [18]

H3 is also confirmed, since as we saw above from the re-
search, Local Public Enterprises are more closely linked to
government authorities than Central Public Enterprises be-
cause there are direct calculations and at the same time the
success or failure of Local Enterprises affects the performance
of Local Government. [20]

6. Conclusions and Discussion

The state of Corporate Governance in Kosovo, with special
emphasis on Central and Local Public Enterprises, is on the
way to improvement, but there is room for intervention,
standardization and harmonization. Public Enterprises in
Kosovo do not have improvement indicators for the devel-
opment of transparency, as a prerequisite for local and foreign
investors for Public-Private Partnership, by not publishing the
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audited financial reports, operational reports and access to the
resources of the Enterprise. This situation is more serious in
Local and Regional PEs. [21]

As a small achievement for the Government and Munici-
palities, we can point out the implementation of the Law on
PEs, for the division of ownership over control, as among the
fundamental issues of the "contemporary” CG, but the small
interest of state shareholders, such as the Government of
Kosovo for Central PEs and Municipalities for Regional
(Local) PEs, on the performance and profitability of PEs
represents a great concern since many PEs have performed
with losses and debts, depending on subsidies and grants.
Knowing the rapid development of technology and European
standards on machinery, these PEs find it difficult to survive
as state monopolies, knowing the approach of Kosovo that has
embraced the free market and capitalism as an economic
philosophy. [23]

The internal control system is one of the issues where a
great focus should be shown, since it is a prevention of misuse.
None of the analyzed PEs has a Risk Management Committee,
separate from the Audit Committee. Social responsibility is
one of the points that increases the reputation of Public En-
terprises, but in our study case they are unknown concepts in
theory, but also inapplicable in practice. There is no example
of the implementation of social responsibility in relation to the
environment, customers or workers, even though it falls
within the OECD principles.

NJPMNP has shown improvements in the monitoring
process of Central PEs, but the small number of staff remains
a challenge in itself. Financially, the sustainability of PEs
depends on CEO, as research examples have shown this in
different periods of leadership. Inherited debts and millions of
debts to TAK remain a problem, which can paralyze the PEs,
in case the PEs' accounts are blocked through execution. [22]

Based on the results of the research, we can establish a
number of challenges and problems faced by Corporate
Governance in Public Enterprises in Kosovo and which we
can group into several points, as follows:

1) Implementation of good practices based on OECD

principles

2) Strengthening the role of the Board of Directors

3) Protection of small shareholders (potentially private)

4) Transparency

5) Strengthening the internal control system and the divi-

sion of commissions

6) Transparent reward system (renumeration)

7) Social responsibility of PEs

8) Principal-agent problem

7. Recommendations

1) To reduce the subsidy from the Ministry for the ex-
penses of PEs and to increase it for capital investments.

2) To increase the number of NJPMNP officials in moni-
toring the PEs.
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3) To adjust the accountability regarding Local PEs that
receive subsidies from the Central Level (Government)
but do not report to the Government.

It should be introduced as a criterion that the CEOhas

managerial experience and adequate school preparation

(not like the cases where the CEO is a former military

superior or a former official in the administration).

To initiate the establishment of the Institute for Cor-

porate Governance in Kosovo.

To organize more advanced trainings for Corporate

Governance and Risk Management.

To incorporate in the Law and Statutes the establish-

ment of the Risk Management Commission, separate

from the Audit Commission.

The government should stimulate the Central and Local

PEs with a profit of grands, based on performance.

To create a genuine system of the process of renumer-

ation (remuneration) of directors and officials and su-

pervision by shareholders.

10) To apply the social responsibility of PEs towards the
environment and citizens.

11) To functionalize the Assembly of Shareholders, in Re-
gional Companies (operating as Local Enterprises),
which extend to more than one municipality, since they
function only on the basis of Municipal Commissions
of Shareholders, for each municipality.

12) Municipalities and the Government to facilitate the
procedures for PEs with PPP - Public-Private Partner-
ship.

13) To be applied in practice to Regional (Local) Enterprises,
the right to vote for the preferential shareholder (for the
Municipality that has more than 51% of the shares).

14) To create mechanisms or committees at the PEs, to deal
with the agency (principal-agent) problem.

4)

6)

7)

9

Abbreviations

CG Corporate Governance

PE Public Enterprises

OECD  The Organisation for Economic Co-operation
and Development

H1,2 Hypothesis 1,2
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