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Abstract: The main goal of the research in this paper is to use the scientific methods to understand 
the importance of accounting data for medium-sized farms located in Vojvodina. The set task of the 
research required the application of various methodological procedures, where the research is mostly 
based on the so-called desk research, and the collection of available primary and secondary data. The 
research was carried out for the period from 2007 to 2017, with special reference to the calculation of 
the price of wheat and corn of the genus 2017. In addition to scientific methods, tables will also be used 
in the presentation of summarized data for the most important crop cultivation that will be processed 
through the profit and loss account, as well as determining the costs by calculation with rent and with-
out rent in order to determine the ultimate financial result. Based on these quantitative calculations, 
a review of prices of wheat and maize from 2007 to 2017 was carried out.
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1. INTRODUCTION

In our domestic agriculture dominate the so-called. small and medium-sized farms 
with low economic strength, and they possess a small area of the UAL (used agricultural 
land) from 3 to 5 ha. Based on the 2012 agricultural census, 77.4% of the total number of 
agricultural holdings in Serbia with the CPC has a holding of up to 5 ha [Draft Strategy for 
Agriculture and Rural Development of Serbia 2014-2024]. According to the methodology of 
the EC for the typology of farms, with which the appropriate methodology of the Serbian 
Statistical Office is harmonized, the economic size of the holding is the value of the total 
standard output (shortened SO) or the result on the holding, ie the monetary value of gross 
agricultural production that the farmer can expect to potentially obtain from his land (crops 
/ perennial plantations / cattle) in a given region and “normal” production circumstances. 
The value of total SO on the holding is expressed in euros and represents the sum of the value 
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of individual SO of all agricultural products (characteristics) produced on the holding [Eu-
ropean Commission-EC, 2008]. The largest average economic size of the agricultural hold-
ing is in the Vojvodina region (12,032 euros), while the lowest (3,414 euros) is the region of 
South and East Serbia. Therefore, the average economic strength of the agricultural holding 
in the Vojvodina region is 3.5 times above the average economic strength of the agricultural 
household in Serbia [http: //webrzs.stat.gov.rs- read on 11.08.2017].

In economic literature, profitability is a measure of business success, i.e. it shows the ra-
tionality of the business process with an effort to realize the maximum business profit with 
the assets invested, that is, that the realized (planned) business profit is realized with a mini-
mum deposit of assets. Profitability of production represents a transition to economy, i.e. 
how much money business units generate for each monetary unit of expenditure / cost [file: 
/// C: /Users/Gajdobranski/Downloads/Seminar_Pokazatelji_uspjesnosti.pdf - accessed on 
24.10.2017]. It was noticed that in most of our agricultural holdings, the quality of exist-
ing calculations is not at the required level of development, as technical and technological 
progress in agriculture is not as dynamic as in some branches of industry, but it is very in-
tense and constantly present. This situation is the consequence of, first of all, the non-market 
environment in which our agricultural farms have been operating for a long time, due to 
which the development of appropriate management could not be achieved. Hence, this kind 
of cost-effect calculation is internally oriented, i.e. it refers to global accounting reporting 
on the status and success of a company as a whole, which is management responsibility 
[Malinić, Milićević, Stevanović, 2013].

The essence of this paper is to define, describe and explain concrete examples of the 
methodology of calculation and analysis of costs and results in the medium sized agricul-
tural holding. In this regard, an analysis was carried out by calculating the total costs which 
can be direct and indirect. Direct costs are those that are entirely related to only one pro-
duction. This means that at the time of their creation they can be directly attributed to this 
production. For example, direct costs in plant production are: seed, fertilizer, protective 
equipment, labor costs, insurance, packaging, transport, storage, drying. According to the 
concept of calculation in this methodology, fuel costs too are considered and calculated as 
direct production costs in which they were generated (wheat, corn, soybean production ...). 
In literature and practice, these costs are more often associated with propulsion machines 
that consumed fuel, and then along with other machine costs (apart from the work of a trac-
tor, ie combine harvester), they are assigned to individual production. In doing so, the most 
commonly used keys for the distribution are the effective hours of operation of the machine, 
or the hours of work of the tractor. Direct linking of fuel costs for the production in which 
it is consumed significantly improves the accuracy of accounting for this very important 
type of cost. Indirect costs relate to two, more or all of the production. These are secondary 
costs, because they have already been (primarily) booked by type and place of costs. They 
are first “collected” at general and auxiliary points of expenditure, and then by using more 
or less (not) precise keys, they are allocated to the main cost centers, i.e. on individual pro-
duction. Indirect costs are therefore added to the already booked direct costs of individual 
production. The ultimate effect is that all costs (direct and indirect) are located at the main 
cost centers, on the basis of which then the analytical calculations in production are made. 
Unlike direct, indirect costs represent a “billing problem”, precisely because of the necessity 
of their distribution
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[http://www.polj.savetodavstvo.vojvodina.gov.rs/sites/default/files/Metodologija%20
VELJKO%202014.pdf-downloaded 24.10.2017]. Our agricultural farms are almost exclu-
sively using the real-cost accounting system, which, thanks to the consistent application of 
the principle of total cost overrun, necessarily results in a variable cost price of the product 
unit that directly affects the periodic result, which further reflects the profitability of the 
business itself.

2. COSTS AS A FACTOR OF (NON) PROFITABILITY OF BUSINESS 
OPERATIONS IN A MEDIUM SIZED AGRICULTURAL FARM

2.1. Calculation of the price of wheat in the medium sized agricultural 
farm

If we analyze the economic character of agricultural production, we can say that it 
causes numerous and very significant specificities, which are expressed in all segments of 
this branch, especially in the domain of recording, calculating and analyzing the costs and 
results on agricultural holdings (methods and techniques of collecting , processing, calcula-
tion and analysis, then communicating, ie presenting and interpreting the results obtained). 
Specificity is mainly conditioned on certain characteristics, where we can distinguish as fol-
lows: 1. the capacity of agricultural holdings, 2. the means for the operation of these farms, 
and 3. the agricultural production itself.

Table 1 shows the calculation of wheat prices in the year 2017, where in the continua-
tion of the paper we analyze the impact of the cost accounting system on the periodic result.

Table 1: Price calculation for wheat in 2017

I DIRECT COSTS
A. RAW MATERIAL

1. Seeds of wheat apač (din/kg) 11.500
2. Mineral fertilizer NP 250 kg/ha x 53 din/kg 13.250
3. Mineral fertilizer 170kg UREA x 40 din + An (170kg x 36 din) 12.920
4. Folio fertilizer 2.000
5. Protective means 5.000 din/ha x 2 10.000

TOTAL 49.670

B. MACHINE WORKS
1. Plating 2x5=10 l x 147 1.470
2. Throwing mineral fertilizers 3 x 500 1.500
3. Preliminary preparations 2 x (5 l/ha x 147) 1.470
4. Sowing 5 l/ha x 147 735
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5. Rolling 2 x (2 l/ha x 147) 600
6. Spraying 2x 600
7. Harvesting with transport 2.800
8. Burning 18 l x 147 2.646

TOTAL 11.820

II INDIRECT COSTS
1. Tax and drainage 1.200
2. Health-pension insurance 1.212

TOTAL 2.412

TOTAL COST OF PRODUCTION 69.902
RENT 1500 KG OF WHEAT x 19,46 DIN 29.190

TOTAL COST OF PRODUCTION WITH RENT 93.092

Source: Ćosić M., Research of the author on the medium sized agricultural farm of about 30 ha of 
cultivable area, Ravno Selo, 2017.

In Table 1 we see that the total costs / expenditures per hectare are 69,902 dinars, in-
cluding: material (49,670 dinars), machine works (11,820 dinars), indirect costs (2,412 di-
nars). If we add the rent to these total costs / expenditures per hectare, then the total costs 
/ expenditures per hectare with rent are 93.092 dinars. Therefore, production costs on the 
analyzed holding with the rent are higher than the costs of production without rent for 
29.190 dinars or by about 31%.

In order to determine the amount of allocations for health-pension insurance in the 
analyzed agricultural holdings per 1 ha, the total number of hectares for wheat and maize 
production is entered into the calculation. Considering that the agricultural farm surveyed 
processed 30ha of wheat and 50ha of maize, this means that the payment of health insurance 
for 1ha amounts to 97,000: 80 = 1,212.5 din / ha of produced wheat and corn. If this amount 
of 1.212,5 din / ha is multiplied by the total arable area under wheat of 30 ha, then for health-
pension insurance in the production of wheat in this farm it is necessary to allocate 36.375 
dinars. Based on the facts presented, we realize that the value of indirect costs that burden 
the total wheat production is high and amounts to 72,360 dinars (ie 2,412 • 30), of which 
36.375 din (ie 1,212.5 • 30) should be allocated to health-pension insurance, and for tax 
and drainage a total of 36,000 din (ie 1,200 • 30). If the total cost of production with rent is 
divided by the average price (ie 93.092: 19.46), we will receive the amount of 4.784 kg, which 
represents the amount of wheat that this farm needs to produce to cover the total costs, that 
is, not to do business with the loss.

The calculation of the cost of wheat production is based on the determination of the 
income and the cost of production, on a particular production area (1 ha). The income struc-
ture includes all revenues generated by the sale of products or on other grounds (incen-
tives) in a particular production. The amount of income depends on the amount of product 
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and price. At the analyzed agricultural holding, there are several types of costs, which can 
be divided into variable (intermediate, mechanization, ...) and fixed (maintenance and de-
preciation of machinery and buildings, loans, insurance, ...) costs [www.nsseme.com/blog/ 
wp-content / uploads / 2013/01 / Vodic-za-organsko-proizvodnju-psenice.pdf - download-
ed 24.10.2017]. It should be noted that each production is preceded by the cost of invest-
ments, distributed over a certain period of time until full-time (eg, land conversion period), 
but these costs as well as certain revenues of this period do not fall into the cost structure. 
Considering that wheat production is fully mechanized, there is a great similarity between 
conventional and organic production (the main difference is the application of mineral fer-
tilizers and protective agents), to cover production costs at a price of 0.25 eurocent / kg, it is 
necessary to achieve the minimum yield of 4 t / ha of grain. If you ignore incentive measures, 
only with higher average yield and more cost-effective cost, a positive economic calculation 
is achieved. However, it is important to note that the financial effect can not be fully con-
sidered only on the basis of invested and realized, primarily because of the place and role of 
wheat in the crop, as well as the importance of straw for the production of manure, which 
can not be expressed in monetary terms.

On the example of the analyzed agricultural household in Vojvodina in 2017, in the 
production of wheat, we find out the disparity between the quantity produced and the fi-
nancial effect of this production. The financial effects of wheat production depend to a large 
extent on the moment of realization of the production achieved, ie from the currently valid 
price on the cereals market and to the greatest extent they are not the result of investment, 
nor a rational cost reduction. Also, the differences are realized both due to different yields 
and different prices of different types of wheat that can vary from 30 to 60%. Parity, i.e. 
price relationships are important indicators of not only the economic position of individual 
production liens, but also the level of income of primary agricultural producers, which in-
fluence the development of individual lines and branches of agriculture. They also influence 
the selection and representation of more intensive production lines, which in our case is 
precisely the wheat, as the most common crop in Vojvodina. This, among other things, has 
led to the fact that prices of other products in plant production are mostly formed in relation 
to wheat [Novković and group of authors, 2005].

2.2. Price calculation of corn in the medium sized agricultural farm
Looking at the economic aspects of corn production, it also requires the preparation of 

economic calculations that include the accounting concept of costs in the structure of total 
costs (direct and indirect). Economic calculations of line of crop production represent an 
accounting procedure that determines three elements: income, costs and profit. Economic 
profit justifies invested capital only if it is equal to or greater than zero. The time period 
for which the calculation is made is determined by the length of the production process of 
crop production. Given that this is about economic calculations, it is necessary to correctly 
interpret entrepreneurial profit. It is therefore necessary to analyze the structure of revenues 
and costs. The income structure consists of: income from sale of seeds, subsidies in the form 
of recourse to intermediate goods, insurance premiums. The cost structure consists of: the 
costs of engaging all factors of production as well as all opportunity costs [Gajdobranski, 
2015].

Table 2 shows the calculation of the price of corn in the year 2017.
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Table 2: Price calculation for corn in 2017

I DIRECT COSTS
A. RAW MATERIAL                       lower cost higher cost

1. Corn seed 12.000 18.900
2. Mineral fertilizer MAP 26.000ha x 40,3 10.478 10.478
3. Mineral fertilizer UREA 260kg x 34 din I 260kg x 42 8.840 10.920
4. Protective means din/ha 2.600 4.500

TOTAL 33.918 44.798

B. MACHINE WORK
1. Plowing 20 l x 147 din/ha 2.940
2. Preliminary preparation (din/ha) 1.470
3. Dispersing of mineral fertilizers 3 x 500 din/ha 1.500
4. Sowing 5 l x 147 din/ha 735
5. Spraying 2 x 300 din/ha 600
6. Intermediate cultivation 5 l x 147 din/ha 735
7. Combine harvester 10 l x 147 din/ha 1.470
8. Transportation 17 l x 147 din/ha 2.500

TOTAL 11.950
TOTAL DIRECT COSTS

II INDIRECT COSTS
1. Tax and drainage 1.200
2. Health-pension insurance 1.212

TOTAL 2.412

TOTAL COST OF PRODUCTION (with higher investment) 59.160
RENT OF 1500 KG OF CORN x 20,00 DIN 30.000

TOTAL COST OF PRODUCTION WITH RENT 89.160

Source: Ćosić M., Research of the author on the average agricultural holding about 50 ha of 
cultivable area, Ravno Selo, 2017

Based on Table 2, we find that in the case of raw materials, the cost for smaller and 
larger investments is calculated. The total cost of raw materials for small investments is 
33.918 din / ha, while according to the larger investment it is 44.798 din / ha, and it is higher 
by 10.880 din / ha or by about 32%. Total costs / expenditures per hectare according to the 
lower investment amounted to 50,692 dinars and comprised: repromaterial (33,918 dinars), 
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machine works (11,950 dinars), indirect costs (2,412 dinars). If we add the rent (30.000 din / 
ha) to these total costs / expenditures per hectare with a smaller investment (50.692 din / ha), 
then these total production costs with rent amount to 80.692 din / ha. Thus, the production 
costs with a smaller investment in the analyzed holding with the rent are higher than the 
costs of production without an annuity of 30,000 dinars or about 34%.

In order to determine the amount of allocations for health-pension insurance in the an-
alyzed agricultural holdings per 1 ha, the total number of hectares on which the production 
of maize and wheat is made is entered into the calculation. Considering that the observed 
agricultural household processed 50ha of maize and 30ha of wheat, this means that the pay-
ment of health pension insurance (as previously calculated) per 1 ha is 97,000: 80 = 1,212.5 
din / ha produced wheat and corn. If this amount of 1.212,5 din / ha is multiplied by the total 
arable area under 50 ha corn, then 60,625 dinars should be allocated for health insurance for 
corn production in this farm. Based on the facts, we realize that the value of indirect costs 
that burden the total wheat production is high and it amounts to 120.600 din (ie 2.412 • 50), 
of which 60.625 din (ie 1.212,5 • 50) should be allocated to health-pension insurance, and 
for tax and drainage a total of 60,000 din (ie 1,200 • 50). If the total cost of production with 
the rent is divided by the average price (ie 89.160: 20.00), we will receive the amount of 4,458 
kg, which represents the amount of maize that this farm needs to produce to cover the total 
costs, or not to do business with the loss.

Analyzing the 10-year average wheat and corn yield in Serbia, we find that for wheat it 
is 4.681 kg / ha and for maize 6.823 kg / ha. If this yield of corn is divided with the yield of 
wheat, ie, 6.823: 4.681 = 1.46, indicating that corn on average produces more than a third for 
wheat. This shows that there should be more subsidies for wheat than for corn or industrial 
plants, where most agricultural producers sow wheat exclusively for crop rotation. Subsi-
dies should be given in terms of the quantity of goods produced or agricultural products. 
The reason for this is the fact that there are more, and the most important ones are three: 
1. For better yield should be arable land, ie, fields I and II classes; 2. modern and appro-
priate mechanization is required; 3. it is necessary to use the appropriate material on the 
recommendation of the profession, ie, science [www.agroservis.rs/.../KALKULACIJA%20
CENE%20PŠENICE%20RODA%202017% - downloaded October 26, 2017].

Based on the analysis of this plant species, it can be concluded that the volume of pro-
duction is unsatisfactory. A large number of agricultural holdings in the production of 
wheat and maize produce average lower yields, which are very often on the profitability 
margin, which is due to the presence of extensive production. For seed planting, seed from 
own production is often used. unsuitable seed, the prescribed amount of mineral fertilizers 
and pesticides is not respected, and optimal agro-technical deadlines are not sufficiently 
respected. In the production of corn, very early and early hybrids for grain are rarely pre-
sent, and the production of silage maize is absolutely insufficient to meet the real needs of 
livestock production, the poor use of mineral fertilizers and pesticides due to the labyrinth 
of purchasing power of agricultural producers, and the use of inadequate storage areas for 
storage product. Agricultural machinery is mostly outdated, where the average age of the 
tractor is over 25 years, and the average age of cereal combines is between 30 and 40 years 
[Academy of Sciences and Arts of BiH, 2017].
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3. THE EFFECT OF COSTS AND THE PRICE ON BUSINESS 
PROFITABILITY

When looking at the price-cost ratio that affects the profitability of a business, it always 
has to include the scope of production and sales, as without these dynamic categories there is 
no rational decision on prices. In order to achieve price competitiveness (crucial are the pric-
es), it must be entered into the complete price structure and analyzed: depreciation, salaries, 
material costs, general and common consumption expenditures, development, etc. it is also 
important to measure the exchange rate in real terms, to establish the appropriate level of 
export subsidies, to optimize transport costs and to analyze import duties in the importing 
country from the point of loading of the products being exported. This is important because 
it is relevant to the buyer that the price he pays gross, i.e. price at the place of consumption. 
If it is properly measured, or if it is realistic, the exchange rate is only a factor for translating 
domestic to external prices and vice versa (for the purpose of creating foreign trade calcula-
tions), and not a factor of competitiveness. If the domestic currency is underestimated, it is 
a factor of stimulating exports, and if it is overestimated then it is the factor of stimulating 
import and export distortions [Gajdobranski, 2015].

Based on the Grain Market Report, we will also show the realized prices of cereals on 
the product market in Novi Sad, Budapest, Chicago, Minneapolis and Paris on October 25, 
2017. years. Prices are calculated at the middle exchange rate on the day of publication (din 
/ kg without VAT), which can be seen in Table 2.

Table 2. Prices of cereals on the stock exchanges realized on October 25, 2017.
 

RSD/kg Corn Wheat 

Product market Novi Sad 
Rod 2016. 

18,20 
19.10.17. 

 
 

 
18,50 

25.10.17. 

 

Budapest 17,33  - - 

Chicago 13,96  16,17  

Minneapolis 12,23  13,42  

Paris 17,68  19,33  

 
 Source: http://www.agroservis.rs/files/25.10.%20CENE%20ZITARICA_0.jpg. - downloaded 

26.10.2017

Regarding the price movement of maize and wheat at the Commodity Exchange in 
the first week of October, the total turnover of corn, wheat and soybeans was 1,775 tons, 
the financial value of which amounted to 44,640,000 dinars. Compared to the last week of 
September, the volume volume of turnover is lower by around 24%, while the financial value 
of the traded goods is lower by around 14%. The maize price of the first week of October did 
not significantly fluctuate compared to the data from the last week of September. The price 
of yellow grain on the first day of October ranged from 16.80 din / kg without VAT, and six 
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days later it was 17.50 din / kg without VAT, which represents a significant price increase. 
The weighted price for the first week of October was 17.20 RSD / kg without VAT (18.92 RSD 
/ kg VAT), which represents a price increase of 1.18% compared to the last week of Septem-
ber. Wheat with a protein of 12.5% was traded at the “Commodity Exchange” slightly higher 
prices than 18.30 din / kg without VAT, compared to the price of wheat SRPS quality from 
17.50 to 18.00 din / kg without VAT -a. The weighted price for wheat was 18,20 din / kg with-
out VAT (19,82 din / kg with VAT), which represents a price increase of 0,41% compared to 
the last week of September [http://subvencije.rs/berze/kretanje-cena-poljoprivrednih-proiz-
voda-na-berzama-u-periodu-02-10-10-2017-godine/ - downloaded 26.10.2017].

Producers can not, as a rule, influence the sales prices of their products, as they are cre-
ated on the market under the influence of the law of supply and demand, but can therefore 
affect the cost and cost of own products and services. Reducing unnecessary costs affects the 
lowering of the cost of the cost, thereby increasing the difference between the selling price of 
one’s own product or service and the cost price, i.e. the profit is increased [Gajdobranski and 
a group of authors, 2016]. The production of wheat, one of the most important plant species 
in the structure of agricultural production, is accompanied by many unknown factors every 
year, both in terms of providing the necessary raw materials (seeds, fertilizers, protective 
devices ...), as well as in the organization of purchases (primarily from small producers) and 
methods of payment already produced quantities. Great diversity is observed, especially in 
individual farms, both in terms of their own financial possibilities and in terms of providing 
the necessary inputs (primarily seeds, fertilizers and permitted protection means). Differ-
ences in prices are the result of the method of procurement of basic inputs, where the level 
of direct investments in wheat production depends on the available financial possibilities of 
the given agricultural holding.

The question arises - which producer is more competitive or more profitable in a market 
game?

A more competitive one is the one that offers a longer repayment period, a lower inter-
est rate and a longer repayment period. The credit is, from the point of view of the manu-
facturer (bidder), always an important factor of competitiveness, when it is approved for the 
preparation of production and financing of stocks of products intended for export, as well as 
for export credits, whereby the conditions for granting these loans are an important factor of 
competitiveness and exportability for the manufacturer. It is always a more competitive pro-
ducer who accepts a deferred payment from a buyer who seeks a payment in cash. The bail 
security guarantee is also expensive, so it is a more competitive producer who has more con-
fidence in the buyer and is looking for customary security billing (for example, an accepted 
and paid bill of exchange or a customer’s bank guarantee). In the footsteps of competition, 
the inflation rate must also be maintained, and this is achieved by higher productivity, better 
use of capacity and cost reduction. The necessary factor of competitiveness are wages. So, for 
example, The Chinese earn about $ 100 a month, how many American workers earn in a day. 
Wages are the main culprit for the competitiveness of Chinese imports and the balance of 
payments deficit in the US in exchange with China. In addition, 60% of Chinese exports to 
the United States originate from US companies located in China [Unković, 2007].

The simultaneous impact of costs, competition and state policy can be seen in the fol-
lowing case from the practice, which refers to the market for sunflower oil for food. During 
2007, due to the reduced sunflower production, both in the world and in our country (or 
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the increased demand for edible oil in the environment), there was fear that grain exports 
would occur. In order to protect the domestic market, the Government of Serbia limited 
its exports of sunflower by its measures. Regardless of this fact, domestic oil factories, with 
sharp competition in the supply of raw materials, contribute to a significant increase in the 
price of sunflower grain, which resulted in increased production costs and an increase in the 
price of edible oil. However, the decline in demand, the announcement of intervention im-
ports and the competition in the domestic market have led to a fall in the price of sunflower 
oil. Due to the relatively higher increase in production costs in relation to oil price growth, 
there was a decrease in the profit margin on this product. Based on the above, we conclude 
that oil factories have underestimated the influence of certain internal and external factors 
that actively influence the formation of the price of their product, which contributed to the 
decrease in profits [Borđoški, 2009].

Knowing economic policy and information on state control of prices, more or less, 
affects the decisions of the producers on the prices of their products. The impact of these 
factors depends primarily on the purpose of the product and its importance on the market. 
The purpose of the state’s regulatory measures is primarily reflected in the fact that “the state 
should, by its measures, influence the law of supply and demand to function better and bet-
ter in terms of increasing the productivity and business efficiency of the participants in the 
market game”. Regulatory measures should be concrete and efficient, taking into account 
that they do not diminish the role of the prices on the market. Indirect influence on the for-
mation of prices of the states is done through monetary and credit policy, foreign trade and 
foreign exchange regime, tax and contribution system and other measures.

4. CONCLUSION

Based on the authors’ research, it was found that the parities, ie, price ratios are sig-
nificantly deteriorating to the detriment of wheat, and in favor of input producers (seeds, 
mineral fertilizers and other input raw materials), which means that input prices are mov-
ing significantly faster in relation to prices of basic stock. The worsened parities, despite 
good yields, neutralize positive ecological effects in agriculture, which causes a significantly 
reduced production of mineral fertilizers. If parity is unfavorable, they harm producers be-
cause they cause losses, which further leads to a negative financial result, which is mani-
fested in the income statement (where expenditures are higher than revenues). The reason 
for this is the insufficient accumulation of primary agricultural production, the absence of 
investment investments, especially in the modernization of mechanization, insufficient uti-
lization of processing capacities in this area and other factors that can lead to the weakening 
of domestic agriculture. Therefore, it is necessary to intensify domestic production, first of 
all in terms of technology advancement, achieving price competitiveness, where the specific 
paradigm of price policy and credit policy have a particular impact, with the aim of develop-
ing domestic agriculture in protection from foreign competition.

In our conditions, prevailing opinions are that innumerable agricultural products are 
expensive, which is why producers lose their economic interest in increasing production, 
especially intensive where significant investments are needed. Long-term depreciation of the 
prices of basic agricultural products, such as wheat, corn, soybean, sunflower and sugar beet, 
could not promise a minimal amount of depreciation, which led to the aging of agricultural 
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mechanization. Due to the above-mentioned inadequate and significantly distorted price ra-
tios, there is a “spill” of industry from agriculture to other industrial branches. Lower prices 
of agricultural products favor the development of certain industrial branches, the basis of 
which is the cheap agricultural production. In this way, agricultural producers are economi-
cally exhausted and lose their motivation for more serious market production.

In order to achieve the profitability of production, ie, profit or a positive financial result, 
it is necessary that the total value of production be greater than the amount of total produc-
tion costs. Therefore, we have compiled price calculations in order to determine the costs of 
production and the cost of wheat and maize in the middle farm in Vojvodina. In relation 
to production costs, any yield in wheat is greater than 4,784 kg and in case of maize great-
er than 4,458 kg, it yields a profit or a positive financial result, and with good production 
among producers, a yield of 10 to 11 thousand kilograms of grain per hectare. Compared to 
the ten-year average (2007-2016), wheat production in 2017 is lower by 10% and corn by 50%. 
Corn yield in 2017 is 45% lower than last year, while wheat yield in 2017 is 21% lower than 
last year, which caused a drought period. We came to the conclusion that the participation of 
direct costs (maize) in wheat and maize was high, which affected the increase in the produc-
tion cost of the cost, and therefore we could not cover all the costs, ie, we realized a loss on 
total business. If in the coming period the price of corn is stabilized at 23 din / kg, the losses 
will be lower, and some farms will make a profit that does not guarantee the restoration of 
production.

The government must create the conditions for more uniform distribution of GDP 
(gross domestic product), where, as the creator of the Agrarian Policy, a clear and predictable 
environment will be created, enabling companies and individuals, ie the processing indus-
try and producers, to make long-term strategic decisions needed to increase productivity, to 
ensure the availability of quality inputs (seeds, fertilizers and other protection products), but 
also to provide incentives that regulate competitiveness, which will contribute to the growth 
of profitability in farm business. Productivity growth in agriculture is a more important fac-
tor than the growth of agricultural production, as it can only lead to a rise in income in the 
agricultural sector and a rise in the standard of living of the rural population. Bearing this 
in mind, and in order to create the conditions for the consolidation of property and produc-
tivity growth (through modernization of farms, investments in technical and technological 
improvement of agriculture production, processing and marketing), state support will be 
in the form of: foreseeable and stimulating agrarian policies, development of the financial 
market to attract external sources of funding through the establishment of efficient credit 
mechanisms. On this occasion, it is necessary to adopt a long-term interest rate subsidiza-
tion policy so that these loans are as favorable as possible, so that agricultural producers can 
repay their loans on time.
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It is a well-known fact how important knowledge, science or education are for the de-
velopment of each country. They have an enormous importance in achieving sustainable 
development of a country, because they enable professional training and development of 
individuals - individuals who will be an important factor in raising the level of quality of life 
and well-being of the society as a whole. Experts agree that the continuous improvement of 
skills and abilities of people and taking actions and measures that enable the creation of an 
innovative society and a society based on knowledge are becoming an imperative in the con-
temporary society. Quality education that is the basis of knowledge appears as a priority of 
social development, strategy and organization of the society. The time in which we live today 
and the time that is coming is based on science, knowledge and information. Education and 
society are interdependent. Societies that can not or do not want to invest more in science, 
can not keep up with developed economies, rich countries and, consequently better life of 
their citizens. The degree and quality of education system of a certain country is conditioned 
by several factors. One of the most important factors is the degree of economic development 
of a country. Rich countries, with a developed economy, have greater opportunities for good 
education systems. This is because they provide better conditions for development. However, 
the economic factor is not the only decisive factor in this important field. Technical devel-
opment of a certain country affects education – knowledge. It stimulates innovation and, 
consequently, social changes. Its importance is in developing all forms of communication 
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in the society. The contemporary society is the society of technology and particularly com-
puter science, information and communication. However, the social conditions are equally 
important for the education system of a country. If there is a small number of rich people 
who hold monopolistic positions in the society and their wealth has a dubious origin, this 
will adversely affect the education system and knowledge as a whole. One of the problems 
that are among social factors is the hypothesis that science will make less progress in the 
event that the society does not have a developed middle class, since the middle classes hold 
creative, entrepreneurial and creative forces of a society. It is likely that a society with a high 
percentage of lower classes, routine work and jobs will not create a positive climate for sci-
ence and scientific achievements, in other words, it will not understand the importance and 
role of science and education in the society. Today, the undeveloped countries are experienc-
ing the phenomenon called ’Brain Drain’. This is happening in the countries of the former 
Yugoslavia. Young and talented, educated people migrate to rich countries. All these factors 
cause the phenomenon that the undeveloped countries, which have invested considerable 
resources in education of such professionals are facing a lack of staff and rich countries ob-
tain ready-made workers without any investments in their education. All of this makes poor 
countries even poorer and rich countries richer.

Cultural conditions are the next important factor for education and science. They 
mainly include tradition and traditional attitude to knowledge, education, culture and pro-
gress. It is understood that the rich and strong culture of a country should stimulate the 
development of science, scientific research and their use, and hence the overall progress 
of society. If we look at it the opposite way, then the education is a key moment in cultural 
conditions for the development of science and scientific achievements. This means that edu-
cation and science are directly interrelated.

Last, but not least important, are the political conditions. Politics can have a major im-
pact on education and knowledge. This impact can be negative, but it may also be positive. If 
politics interferes too much in the field of education and knowledge, if it dictates, suppresses 
this field to the periphery of the society, considers it competitive, then the impact will be 
negative. If politics respects the autonomy of education and provides support to knowledge 
and education, then it will certainly have a stimulating effect.

Countries that have properly understood and applied the action of all factors in the 
society and their impact on education have built up such education systems that are a driver 
of progress in every respect. One of these countries is Finland. It chose the right path, often 
referred to as the “Finnish Way”. The Finnish education system is considered by experts 
around the world to be of high quality. It is a model for many countries, because their stu-
dents have been achieving top results in PISA testing for many years and they have often 
been the first in the world. The government invests heavily in education. That is about 5.9 
percent of GDP, with slight deviations in certain time periods. Finland is therefore con-
sidered to be one of the most developed countries in the world and there is no brain drain. 
Finnish experts remain in their country in high percentage, in order to help to their country, 
since it made an investment in them.

The Finnish education system is one of the best in the world. It is important to empha-
size that this has not always been the case in the last thirty years. Until the 1990s, the Finnish 
education system did not show particularly good results. In many segments the educational 
policy was not significantly different from the educational systems of most European coun-
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tries. Th is country has been continuously building the current, very successful result and a 
high place on the world list of quality education systems for many years.

Every new government has continued with further development of the existing system. 
Th ey have not introduced radical changes or denied previous models. It is also important 
that every government has strictly enforced and implemented all laws, regulations and pro-
cedures. School legislation has not undergone frequent changes, new rules, standards and 
the like. An important turning point for Finnish economy and society came in the 1990s. 
Th en the focus of the Finnish national industry was high technology and innovation. Th e 
signifi cance of the society of knowledge was properly recognized, which was followed by 
rapid growth of information technology and high-tech industry. All of these required highly 
educated professionals. One of the best examples is ’Nokia’, as a symbol of a small country 
that, using knowledge and quality education, has gone to the very top of the world.

Finland has achieved a national consensus and thus strengthened the national poten-
tial of the country. It has created social cohesion and high trust in government and public in-
stitutions. All of these resulted in easy implementation of all national strategies and reforms.

With regard to the degree of decision-making, in Finland the Government determines 
the general goals and the number of teaching hours, the Ministry of Education proposes 
laws related to education and the National Education Board determines specifi c goals and 
key contents and sets the national curriculum. Local education authorities together with 
teachers prepare the basic local curriculum. 

 
 

 
Fig.1 Finnish education system scheme
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PRIMARY SCHOOL IN FINLAND

Finland has about 3700 primary schools. They are mostly public and about 30 are pri-
vate. Both public and private schools are financed by local governments. Elementary school 
lasts 9 years (6 + 3). Children start school at 7 years of age. At the age of 6 they start pre-
school, which is mandatory. In Finnish schools, in the first years of their schooling, pupils 
are taught how to study. Priority is also given to early detection of possible difficulties in 
learning, remembering or behavior. There are a number of special programs in which such 
children are included, in order to realize the cognitive potential of early childhood and re-
duce the gap between their achievements and achievements of other children as much as 
possible. The school year lasts 185-195 days. It starts in mid-August and ends in early June.

Students have 222 school lessons a year. Younger students have fewer lessons than older 
students. 1st year students have 19 lessons a week and 9th year students have 30 lessons a week.

Each subject should teach different skills to children. In the last reform, the Finns re-
duced the religious education and ethics by one lesson, while increasing the number of les-
sons in music, art and physical education.

As far as foreign language learning is concerned, Finnish students generally choose 
French, German and Russian as elective subjects. From the 6th year until the end of second-
ary school children have some mandatory subjects, but they choose most of the subjects 
on their own and make their own schedule, namely, all the important subjects must be at-
tended, but they themselves determine whether they want a lower or higher level, depending 
on their interests. One of the compulsory subjects is “Finland”, where they learn about the 
people, society, economy of Finland, values, parties, etc. They have various projects.

There is no national testing at the end of primary education.

SPECIFICATIONS OF THE FINNISH EDUCATIONAL SYSTEM

In Finland education is free for all and at all levels of education. Students have unpala-
trecive free meals, social and health insurance. Children are deployed in schools by their 
place of residence to avoid socio-economic differences. Finns have the possibility of lifelong 
permanent training because education at all levels is free and even in private schools that are 
also free and work on the same plan and program as state schools. In schools, besides regular 
classrooms there are also libraries, recreational facilities, rooms with music facilities, stu-
dio for acting, rooms for the folk handicrafts room, scientific research rooms, gymnasiums, 
lounge chairs where students are resting while reading, chess tables and much more. The 
specificity is that schools also have different animals that pupils feed: fish, turtles, bunnies. 
The pupils also take care of the many plants by watering them. Thus, the responsibility and 
love for nature is taught. Ecological awareness is built by collecting recycled materials. Chil-
dren are allowed to help the cleaning ladies or in the kitchen if they so wish, and thus over-
riding the hierarchy. When it is time for rest, children are allowed to go outdoors whether it 
is raining or snowing. Great attention is paid to the didactic material and therefore the peda-
gogical experts consider it excellent. The use of computers has been customized, and many 
textbooks are also published in electronic form. The pupils at elementary school get free 
textbooks, and in the fifth grade school even pay for excursions, theater, camping and the 
like. No money is needed from parents. Children with special needs go to the same school 
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with other children. Only one child with special needs can be in the classroom. There is a 
special teacher assistant assisting him in learning. In Finland it is precisely the fact that work 
ethic has always been at the highest level and that the Finches were convinced, both in the 
past and in the past nowadays, that only continuous work and learning can bring benefits, 
both on a personal level and on the society’s development.

School usually ends between 12:00 to 14:00h depending on age. As parents of many 
children work until 17:00h Finnish schools successfully solved this problem. Children of 
younger age have the opportunity to stay in school, and for children of older age many play-
grounds were built near the school.

Primary school does not apply standardized tests, but they are applied individually 
from grade to grade. Such an approach is due to the fact that standardization neglects the 
student’s individual potential. But this does not mean that the Finnish pupils are not achiev-
ing good results on international standardized tests. In fact, the opposite. At OECD PISA 
tests that are highly standardized to allow for an adequate comparison between individual 
countries, Finnish students are among the best, and not the small number is the best. De-
spite the smallest number of classes and the smallest homework assignments.

Every seven weeks, all the students write what was good, what they think is not, what 
should be improved in the curriculum. It is a kind of self evaluating of the school system. 
One of the things Finnish are the most proud of is that children gains new knowledge with 
enthusiasm, which is not burdened with homework, but spending time on courses in the 
field they are interested in, because the application of practical knowledge is highly appreci-
ated.

TEACHING STAFF

One of the foundations of the success of Finnish education is the quality education of 
teaching staff. From the teaching staff, the state requires the highest education. The faculties 
decide independently on receiving students and the content of teacher education. A large 
number of students apply to these faculties but only 10% will be admitted. This is because 
this is an attractive, respected and well-paid occupation. Teachers must, besides pedagogical 
studies, complete their master’s degree and have a professional practice. Teacher education 
is based on research, which provides teachers with the expertise and the ability to develop 
their own work. They need to work in multicultural environments. They need to go through 
training to learn how to work with children with special needs. It is also important for them 
to use modern technology. In addition to extensive experience in learning and teaching, 
the qualifications of teachers include social, ethical and moral skills. The teacher should 
research and write scientific papers. They are independent experts and are acquainted with 
the needs and capabilities of their students and respect the goals of the national curriculum. 
They are given a broad professional freedom and autonomy. They decide on the choice of 
methods, teaching materials, and even finances. They are active participants in the develop-
ment of local curricula. They also work in expert groups preparing educational reforms. This 
way they influence the development of education at the national level. Profession enjoys a 
high status in society. The complete system of teacher work is based on trust rather than on 
inspections and other controls.
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The Trade Union of Education in Finland represents 95% of Finnish teachers. There are 
no strikes, termination of work and shortening of classes. The union is a key bearer of inter-
est in Finnish education.

According to OECD research, more than 90% of teachers in primary, secondary and 
vocational schools in Finland love their work. Only 2% of high school teachers regret be-
coming teachers. These figures show great satisfaction and motivation in international com-
paresments.

SIMILARITIES, BUT MAINLY DIFFERENCES

Serbian educational systen is in the process of transition, as well as a complete Serbian 
society. When we speak about similarities about Serbia and Finland, I have to point out that 
the similarity is in the size of the country and the number of students.That very similarity is 
the foundation for us to follow in the footsteps of Finland and Finnish educational system.
Of course,not in the way of copying their way of work, methods and everything else regard-
ing education. Many countries have copied the educational system of Finland and failed to 
achieve wanted results. Finnish experts from educational sphere have pointed that out, and 
they are of opinion that countries should not copy but find their own way.

Because of great success of Finnish students and the quality of educational sys-
tem, Finland has widely opened its doors to experts from many countries to visit their 
kindergartens,schools and faculties.Our educational experts have also been in such visits.
They have returned with great impressions and hope that something similar will be done in 
our country.

If we compare the society of Finland and Serbia and the status of educational systems, 
schools and science, the similarity is the realization that with knowledge and quality educa-
tion we can improve the complete status of an individual and society as a whole. But, there 
is a big difference and it lies in the fact that the Finnish people have accepted this realization 
and it is being put into practice. In our country it is still wishful thinking. Finland is a coun-
try which greatly appreciates education.All their reforms have been thouroughly done , step 
by step, in continuity. Every new government have continued and improved the results of the 
previous. And the results are obvious. They have had a clear vision, mission and strategy. In 
our country, it has been done in a different way. Visions and strategies have changed with the 
change of the government and ministers. However, the last strategy has not been changed, 
but it has been criticized and rated by the Minister of Education as a list of nice wishes. In 
Finland there have not been any radical changesas we have had in Serbia.Educational system 
has been made familiar with all the changes in a proper way and that is why most new school 
years have not started with a strike. A great majority of their educational workers is involved 
in the syndicate that protects the rights of its employees. In our country, there are more 
syndicates, but they are not in unision., they do not always protect the rights of employees 
and it often happens that the employees of one sydicate are in strike and the rest are not. In-
stead of achieving their rights employees who strike are even sanctioned or threatened with 
sanctions. That is a recent case with the adoption of the new Law of standards of education.

.In Finnish teacher̀  faculties it is difficult to enroll and only the best can do it. That 
is because this profession is greatly appreciated, because of security, good salary and mo-
tivation for work. The situation is different in our country. Finnish students of education 
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spend a lot of time in practical work, which is of great quality and functionality. So, besides 
theoretical knowledge, they achieve practical skills and after studies are completely ready to 
work. Teachers in Finland are guides through learning, not lecturers. Their primary role in 
elementary school is to develop curiosity and wish for learning among children.

The treatment of the country towards education is based on trust not control. They do not 
have inspections and controls as we have. In our schools,besides regular inspection,external 
evaluation has also been introduced and inspections also come to school at a complaint of 
parents, children and the other parties.There has often been criticism that the inspection 
pays more attention to documentation and paperwork, and less on things of substance and 
teaching process. We are in a greater need of advisers who would come to class, control and 
analize the shortcomings and then advise teachers how to correct them and improve their 
teaching.So,in our country the emphasis is more on control and less on the advisory func-
tion of the inspection .Besides that,the officials from the Ministry of Education(inspectors, 
advisers) should analize and make their superiors familiar with the status quo and measures 
that shoudl be taken.Considering frequent changes of rules and implementation of innova-
tions ,training and expert courses should be organized for teachers and professors, so that,in 
due time, they can be introduced to these changes and implement them in practice.

The difference between these two educational systems is also in the period of how long 
the elementary school lasts. In our country it is 8 years and in Finland 9. Children in Finland 
start schoolat the age of 7, and in our country at the age of 6.5to7.5. 

Regarding pupils, primarily pupils in elementary schools, the differences are most ob-
vious there .In our schools plans and programs are strictly followed, and in Finland devel-
opment and improvement of pupils are followed and then plans. The relationship between 
teachers and pupils is more friendly and relaxed. Motivation of the pupil is on the first place, 
and not punishing. Great attention is given to early discovery of potential difficulties in 
learning, memorizing, and behavior of children. There are special programs where children 
are involved so that the cognitive processes of early childhood can be used to the best ad-
vantage and the difference of their achievements compared to the other children reduced 
as much as possible. The system of inclusive education is an integral part of mandatory 
education in Finland. Education is divided in two parts: regular-mainstream education and 
special education. Pupils are involved in special schools and classes only at a certain period 
of time.

The classrooms are different just like classes, and teachers have full autonomy. Our 
teachers do not have such autonomy, but still there is a certain level of autonomy. Finnish 
pupils receive functional knowledge, unlike ours. Play has a significant role in the education 
of every Finnish pupil. And that is not the play by the rules like in our schools, but the one 
developed by the pupils because in that way they will play what they like. According to the 
Organization for Economic Co-operation and Development Pupils in Finland spend very 
little time doing their homework. The research done in 2014 around the world showed that 
Finnish pupils spend 2.8 hours per week on average doing homework. The Finnish people 
appreciate more free time and play. In their classroom it is important that pupils speak more 
than teachers both in class and in other activities. Teachers are not classical lecturers but 
they lead pupils through educational and non-educational content. There are also inter-sub-
ject matters that are connected so a little Finnish pupil does not learn about the First World 
war separately from history and separately from geography. It is assumed that the topics are 
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connected by time and content. Finnish children are happy children, they love school and 
they do not skip classes. It is devastating to know that in our country in the period 2013/1014 
pupils skipped 4 million classes. When justified absence is added to this number we come 
to total of 50 million. Pupils in Finland, during their primary and secondary education do 
only one standardized test. Our pupils always do some tests, some of them standardized 
some of them not, in all subjects during a school year. At the end of elementary school they 
do a final test from seven subjects, also when they enroll at faculties and probably at the end 
of high school. It is a known fact that testing inspires fear, stress and other negative feelings 
in students.

Problems that exist in Finnish schools are different than ours. One of the problems in 
Finnish schools is inadequately active learning of foreign languages. They speak English ex-
cellently and they also have to know Swedish. Of course, they also have problematic student, 
but specially trained teachers who can deal with them work with these students. Specially 
trained teachers also work with pupils who are backward in learning. If we compare inclu-
sion in our country, which is not introduced in a proper way, the difference is obvious. Our 
regular school has not been properly adapted for involvement of children with special needs. 
Often teachers who are not educated to work with these children have searched different 
ways how to deal with them, so that parents and schools managed this in different ways. The 
number of pupils in classes is too big so that in many cases individualized approach is often 
impossible. This is only a part of our problems, but almost a complete problem of Finnish 
education.

CONCLUSION

There are many differences and fewer similarities. Finland today achieves very high 
results in many other fields of social and economic development. So, it is regularly among 
world top countries in investment and research and development, and also in stimulation 
of innovation, quality of the business area, transparency of doing business and lack of cor-
ruption. Serbia, compared to it is far below. It is necessary to be familiar with the system 
of values that underlie Finnish and Serbian society, and that can be a basis for introducing 
good examples from Finnish education. Serbia cannot and should not copy most of social 
values from Finland but this country can be a good example of assessing our own values. 
If nothing else, “Finnish model of education” can teach us a lot and show us a right way 
towards success.
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Abstract: The paper will base on an attempt to bring the formal statement “there is no definition of 
freedom” to the realm of legal recognition and the disclosure of its legal concerns. Aware of the fact 
that a requirement of defining freedom can be overly unsound, just like an attempt to define a hu-
man being, we are drawn by the idea of summarizing these two requirements and putting them in 
the same plane. We could start from the attempt to recognize terms “human being” and “freedom” as 
synonyms, but we would bring ourselves to the blind side. Randomly speaking, terms “freedom” and 
“definition” are mutually exclusive and, to a light-minded opserver, this attempt can seem allogical in 
it’s essence and, at the very least, without logical connection between the terms and thus futile. But if 
we recognize the term “freedom” as the very possibility of autonomus and independent action, then the 
self-determination of a human being to be free can connotate an unconstrained and un-imprisioned 
human being. It has been established that the state of freedom is a birth wright of every selfconscious 
and reason-endowed human being, but also that every relation of an individual with a society is 
burdened with a certain degree of loss of the very same freedom. Following this path, we take upon 
ourselves the not-so-easy-task task to talk about the legal restrictions on freedom of expression in the 
public and the media as one of many aspects of freedom.
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1. PREAMBLE

We speak of freedom in countless ways that are all reduced to two ways of deliberation: 
is it an universal category or the creation of society?

It is an intuitive assumption is that the freedom exists at all and so without it we can not 
talk about ethics, where without freedom there is no choice as to how we will act, and con-
sequently there is no moral responsibility. Therefore, in this respect, freedom as a universal 
category should exist. This however implies that freedom is a metaphysical term that does 
not depend on people’s existence, but it inprinted by birth way back from the very genesis 
and as such has an ontological meaning. But is it possible to talk about freedom without 



Mileva Pavlovic
34

colleration to human beings and whether human beings are only consumers of freedom as a 
concept that is empty and independent? Of course not!

2. FREEDOM - RESPECT OF THE SAME RIGHTS IN OTHERS THAT WE 
DAMAND FOR OURSELVES

The Liberals considered that one of the main definitions of human beings was their 
freedom, and they regarded freedom as one of the highest political value. But the fact that 
the political order contains a compulsory component-apparatus, which we call the state, 
we encounter a problem: how to reconcile the understanding that essentially free beings 
live under a state policy of enforcement? It is here necessary to acknowledge the difficulty 
of defining freedom. The controversial definition of freedom of Isaiah Berlin in his work 
“Two concepts of liberty” resolves the notion of “negative” and “positive” aspect of freedom. 
He points to the most common confusion in those who fail to distinguish the meaning of 
these two concepts which leads to complications in the interpretation. According to him, the 
negative freedom proceeds from the thesis that a person is free to the extent that no one in-
terferes with his activities. If other people diminish the area of our freedom below a certain 
minimum, then we are not free, but we are enslaved or under certain enforcement. The pur-
port of negative determination of freedom (freedom “from somethng or someone”) is not 
to reveal the one who manages someone’s freedom, but how many rules limit that person’s 
freedom. This is, surely, the field to which this work belongs, because the freedom of speech 
in the media certainly represents the plane of the rules and restrictions on the freedom of 
expression in the media, as well as the abuse of speech and hate speech.

In his paper “On Liberty” John Stuart Mill, says that the social harmony and progress 
does not exclude the existence of private spheres of individuals in which state should not step 
in. Everyone should save the plane of personal freedom if we do not want to lose what is es-
sentially human within ourselves. To Mill, the most important is the individual freedom of 
a human being because civilization can not progress if people are not allowed to live as they 
please, of course, in the area that only concerns them. Mill defines freedom as a striving for 
one’s own well-being, although he admits that a state apparatus is necessary because justice 
demands at least the minimum of freedom for each individual, and each individual must be 
prevented, even by force, to deprive another of that minimum (for which reason law exists). 
We necessarily come to the question: Who rules over me? and to which extent the govern-
ment meddles in my life?, which brings us to another notion of freedom - “positive” freedom 
or freedom “for something or someone”.

Here we tap to the the source of social control which determines what a person should 
do or what a person should become. Now we make a step forward from the sphere of inter-
ference to the fact that people want to manage their own lives, which is a key issue of positive 
freedom: Who wants to manage me? Here, a person wants to become his own master and to 
be treated as an individual, as a person, not as an object.

The polemic between these two notions of freedom can lead us to the thesis that they 
mutually exclude themselves or, on the other hand that there is a logical connection between 
them. For example, if we examine the case of negative freedom (freedom “from something 
or someone”) of restriction in public communication of thoughts and beliefs in the media, 
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we can express it as a positive freedom (freedom “for somethng or someone”) that these 
thoughts and beliefs are publicly communicated. Almost every kind of freedom can be ex-
pressed through both notions, while nothing is lost in meaning. Ultimately, each definition 
can mean a loss of freedom.

Now is a moment to perceive the interesting stance of David Spice in the section “Pure 
Tolerance: A Critique of Critique” where the author points out: “It arises from everything 
that tolerance is not the freedom to express exclusively the right ideas - it is the freedom to 
express even the stupid, and the abominable ideas. Its results can improve or reverse the fate 
of humans or society, although this is not the same from the standpoint of the very principle 
of telerance. Those who advocate for tolerance, even for absolute tolerance of ideas, do this 
because they believe that reason and experience are not the ones that guide people to wrong 
decisions ... “

On the other hand, Erih Fromm points out in the “Escape from Freedom” that freedom 
has now reached its critical point in which it is driven by the logic of its own dynamism, 
threatening to turn itself into its opposite. Nevertheless, hope prevails that this does not 
form the vicious circle because a person can be free, without being isolated and lonely, that 
he may be independent, and again be part of the community. In order to achieve this, it is 
necessary for freedom to be conceived with virtue, to have a firm foothold in the existing cri-
teria of good and evil, worthy and worthless, of human and non-human. That is why the vic-
tory of freedom is possible only in a democracy in which the individual and his development 
and happiness are the center and the backbone of culture, where democratic freedom is legal 
freedom and where a person can be free only if the freedom of each individual matches the 
freedom of all other individuals.

Marcuse points out “Liberty is self-determination, autonomy--this is almost a tautol-
ogy, but a tautology which results from a whole series of synthetic judgments. It stipulates 
the ability to determine one’s own life: to be able to determine what to do and what not to 
do, what to suffer and what not. But the subject of this autonomy is never the contingent, 
private individual as that which he actually is or happens to be; it is rather the individual 
as a human being who is capable of being free with the others. And the problem of making 
possible such a harmony between every individual liberty and the other is not that of find-
ing a compromise between competitors, or between freedom and law, between general and 
individual interest, common and private welfare in an established society, but of creating the 
society in which man is no longer enslaved by institutions which vitiate self-determination 
from the beginning. In other words, freedom is still to be created even for the freest of the 
existing societies.”

3. LIBERTY AS A REBELLION AGAINTS IDEOLOGICAL DICTATE OF 
POLITICS OR THE TWILIGHT OF THE SERBIAN INTELLECTUAL

The disappearance of intellectual class influenced the significant weakening of the Ser-
bian national identity. One of the key reasons for which Serbia finds itself in such an unset-
tled situation is certainly the fact that in Serbia, since the Second World War, there has been 
no decisive break with totalitarian, anti-democratic forms of government, and because of 
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the absolute dominance of totalitarian awareness at all levels of our individual and collective 
existence.

The atmosphere of existential insecurity characteristic of postmodern civilization is 
not dying down, its isonly taking on new forms. In this sense, Serbia is no exception to the 
world. In 1951 Cammus publishes the “The Rebel”, a work that has exasperated the entire 
intellectual-political public, and can completely refer to the current Serbian intellectual mo-
ment: “ In his urge the rebel denies any interference to his essence. He is fighting for the 
integrity of one part of his being. He does not seek to conquer first, but to impose his value. 
Notice then that rebellion does not arise only, and necessarily, in oppressed, but that it can 
also be born by looking at the oppression whose victim is someone else. In this case there is 
going to be identification with another individual ... It may happen that we do not tolerate 
watching others take insults we have ourselves endured without rebelion ... Individuum is 
not in itself the value that he wants to defend. At the very least, it needs all mankind to make 
it. When he rebels, a man identifies himself with other men and so surpasses himself, and 
from this point of view human solidarity is metaphysical. Simply put, for the moment it is 
about the solidarity that arises from the chains. “

Today’s Serbian intellectual has given up against the temptations of corruptive mecha-
nisms and thus contributed to the strengthening of totalitarian consciousness in its more 
conspicious varieties, having played a decisive role in erasing the demarcation line between 
the private and public sphere. This enabled the individual to be controlled by state coercion 
and, consequently, the disappearance of each and every individual freedom. And while con-
templating individual and professional freedoms, it is important to put freedom of expres-
sion as a human right at the center of this paper. For freedom of speech is also an obligation 
that draws the crucial question: Is the freedom of speech and expression necessary for the 
functioning of a democratic society? The fight for freedom that has been going on for centu-
ries has notb yet been put to an end by anyone. The aforementioned John Stuart Mill, in the 
1859 book “On Liberty” argued that “freedom of expression is important not only because 
each of us has the right to express own opinion, but also because the community in which we 
live has the right to hear diverse opinions… And that tolerance of the stances of an individu-
al is an important component of the democratic political system”. He laid the foundation for 
a modern defense of freedom of speech that we meet today in international conventions. He 
louldy points out: “If all mankind but one person had one and the same opinion, mankind 
would have no more justification to silence that one person than he or she, if in power, would 
have for silencing mankind.”

This philosophical argumentation on the right to freedom of expression is codified and 
guaranteed in international declarations and conventions on human rights. The Universal 
Declaration of Human Rights was adopted by the General Assembly of the United Nations 
on December 10, 1948. It is not legally binding, it does not form part of international law, 
but it represents a significant step forward in the defense of human rights. Article 19 of the 
Declaration states that “everyone has the right to freedom of opinion and expression; this 
right includes freedom of thought without interference from others, as well as seeking, re-
ceiving and communicating notifications and ideas by any means and regardless of borders. 
“ Five years later, on September 3, 1953, the European Convention on Human Rights was 
put into effect. It has improved the protection of human rights in two key segments. It is the 
first legally binding human rights agreement and a very important implementation mecha-
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nism has been established in the form of the European Court of Human Rights. Article 10 
protects freedom of expression. In section 10.1. it is said: “Everyone has the right to freedom 
of expression. This right includes freedom of thought and freedom to receive and transmit 
information and ideas without interfering with public authority and regardless of borders. 
This Article does not prevent States from requiring licenses from radio, television and film 
companies.” It must be emphasized that freedom of expression is not an absolute right, but 
rather a relative one, or in other words, some interference in it can be justified.

Section 10.2. states that “the exercise of these freedoms, since it includes obligations 
and responsibilities, may be subject to such formalities, conditions, restrictions or sanc-
tions as provided for by law and which are necessary in a democratic society in the interests 
of national security, territorial integrity or public security, the prevention of disorder or 
crime, protection of the health and morals, reputation or rights of others, the prevention 
of the spread of confidential information or in the interests of preserving the authority and 
impartiality of the judiciary “. States Parties have negative and positive obligations as to 
the Convention. Negatives restrict the state’s interference with this right, and positive ones 
demand state pro-activity in the sense of protecting that right under certain circumstances. 
Through the rich practice of the European Court of Human Rights, one can observe that the 
scope of protection of freedom of expression has spread over the years. In a series of guide-
lines for the interpretation of Article 10 of the European Convention, it is pointed out that 
over the years, the court has also crystallized the difference between information - the facts, 
and the idea-value statements. It also emphasizes that freedom of expression has an active 
and passive part. Journalists actively use the part that guarantees the right of expression, but 
the passive part of that right is also important. That part is with viewers and it guarantees 
them the right to hear those news and ideas. For this reason, the European Court of Human 
Rights pointed out that if the right of expression is banned or restricted, that decision not 
only affects journalists, but also consumers of that information, as they also have the right to 
obtain this information. Freedom of expression, as a relative right, may be restricted only in 
exceptional circumstances as set out in Article 10.2. The European Court of Human Rights 
uses a three-part test when deciding on limiting freedom of expression.

Step 1: Any limitation of rights must be prescribed by law.

Step 2: The restriction must serve one of the prescribed reasons stated in the documents 
protecting human rights.

Step 3: The restriction must be necessary to achieve the prescribed purpose.

It is sufficient that only one part is not met for a restriction to be declared unlawful. 
Likewise, human rights must not be used to violate other human rights. One of the most 
important elements in assessing the legitimacy of constraints is whether it concerns issues 
of public interest.

A Guide to Interpretation of Article 10 points out that the Court stated that it had “little 
room ... to limit political speech or debate on matters of public interest.” Likewise, “the limits 
of acceptable criticism are ... wider when it comes to a politician as such than when it comes 
to a private person.” In addition to politicians, governments, corporations and public figures 
are also subject to greater criticism. As a result, the Court is ready to give media activities a 
large measure of protection under Article 10, but as long as journalists “act in good faith and 
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in accordance with journalistic ethics”.
And finally, freedom of expression is not the same as journalism. Freedom of expres-

sion does not guarantee the right of the journalist to write what he wants, because their job 
is “limited” by a professional code, public interest and respect for other human rights. No 
human right should be used for the violation of other human rights. (This text is part of the 
lecture within the program “Free Voices: Promoting Freedom of Expression and Freedom of 
the Media in BiH”, supported by Civil Rights Defenders from November 2016.)

4. FREEDOM OF SPEECH AS THE FOUNDATION OF DEMOCRACY

Patrick Peninks (European Cuncil): “For the European Council, freedom of expres-
sion is one of the pillars of democracy. When there is no freedom of expression there is no 
democracy. In that sense, the media, in their role as controllers of the authorities, are key 
to the promotion of this freedom and to the guarantee of its respect in the member states. “

Another international organization keeps track of whether the countries respect the 
freedom of the media and informs the world public about it. The Reporters Without Bor-
ders organization, based in Paris, helps endangered journalists and media, and publishes 
the World Press Freedom Index every year which measures the extent of this freedom in 
one hundred eighty countries. For Reporters Without Borders “freedom of expression and 
information is the first and most important of all freedoms.”

July Majerzak (Reporters Withour Borders) “Freedom of information is a kind 
of power counterbalance, since states are often presented as serving citizens in the name 
of general interests, but we know that this is not always the case, and that the bearers of 
power, both economical and political, tend to abuse it. If journalists do not play the role of 
government controller, all abuses are possible, everything is allowed. Those who rule can act 
illegally, then the door is opened for arbitrary or corruptive behavior, and therefore freedom 
of information is crucial and lies within the very foundation of democracy. “

It is important to know that the right to free expression is guaranteed to every indi-
vidual, but it is also necessary to understand that there are situations when it can be limited.

In that sense, it is not an absolute human right from which there is no deviation, such 
as, for example, rights that protect people from torture, slavery, and unlawful punishment.

Freedom of expression can be restricted and it’s misuse punished in accordance with 
the law, “in the interests of national security, territorial integrity or public security, in order 
to prevent disorder or crime, to protect health or morals, to protect the reputation or rights 
of others, to prevent the disclosure of confidential information, or for the preservation of 
the authority and impartiality of the judiciary, “states Article 10 para. 2 of the European 
Convention on Human Rights.

Patrick Peninks (European Council): “When freedom of expression is limited in ac-
cordance with Article 10 of the European Convention on Human Rights, these constraints 
must be in accordance with law, they must be proportionate to the goal that is to be achieved, 
and to be firmly based on democratic principles. The Court’s case-law on human rights says 
that governments in no way should threaten freedom of expression and must be committed 
to its promotion. “
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5. HOW AUTORITARIAN GOVERNMENTS SUPRESS FREEDOM OF 
EXPRESSION - CASE SERBIA

In recent history, Serbian citizens were witnesses and victims of limitation of right to 
freedom of information. In the 1990s, during the reign of Slobodan Milošević and the war 
on the territory of the former Yugoslavia, the most influential media became a powerful 
center of the state propaganda machinery. Independent editorial offices who refused to put 
themselves in the function of the then regime suffered pressures or were assumed by more 
eligible ones. Journalists who did not want to step over their professional and ethical stand-
ards were subjected to pressures of every kind, including physical ones. They were prevented 
from working, being out of work, or leaving the editorial offices in which the right to free-
dom of information was no longer respected.

These brave journalists, aware of the right to freedom of speech and citizens’ right to 
true and timely information, formed new weekly newspapers and daily newspapers, radio 
and TV, which, as a rule, reached a small number of users and thus had little influence, so 
the governemnt tolerated them until the moment they became visible and could endanger 
it. That’s why the regime carefully monitored their work and did not hesitate to use the most 
brutal moves in order to suppress the freedom of speech and expression. There have been 
cases of bringing journalists to the interrogation, abductiona, and blackmails even their 
brutal execution. Until today, it has not been revealed who is responsible for the deaths of 
Dada Vujasinovic, Slavko Curuvija, Milan Pantic, journalists who considered express their 
opinions was legitimate.

A recent case of fals accusation that an RTS journalist and the wife of opposition leader 
Vuk Jeremic, Natasha Jeremec, is a narco-bos, points to the fact that the weight of the spoken 
lie is in reverse proportion to its retraction. Moreover, if those who place a lie (in this case, a 
party in power) also own the media as a platform from which it is placed, and the oportunity 
to deny the same media to the other party for retraction, then there is an obvious example of 
the supression of media freedom and spinning, all happening during the election campaign.

The picture is not one bit nicer in terms of freedom of informing and freedom of media 
in Europe. Due to global security threats such as terrorism, various types of extremism, 
mass migration, the protection of media freedoms has been questioned to a greater or lesser 
extent throughout the world, even on the European continent, which has always been con-
sidered to be the most freed.

Faced with the threat of terrorism, governments in European countries are violating 
media freedom by misusing anti-terrorist measures, passing laws on mass surveillance of 
citizens, as well as by tight control of public and private media, warn Reporters Without 
Borders in its latest annual report.

July Manzarek, Reporters Without Borders “The other threats are private companies 
that are increasingly taking over the media. I would say that threats come from both sides, 
but it depends on country to country. For example, in France, the danger comes more from 
economic powerhouses, from industrialists who have grabbed, appropriated media, while in 
countries such as Poland or Hungary it is more about the state, the government that seeks 
to control the media. “

Patrick Peninks, European Council: “Unfortunately, it turns out that, as a regime 
is more powerful, it exposes the tendency to limit the opinion of the other party. This is a 



Mileva Pavlovic
40

very unfortunate development, but a phenomenon that is increasingly occurring in the Eu-
ropean context. We are witnesses that the situation of freedom of expression, unfortunately, 
does not go for the better nowdays in Europe. The Secretary General recently presented a re-
port on the state of human rights, the rule of law and democracy in Europe. And the picture 
of freedom of expression is quite gloomy. “

The report of the Europeand Council’s Secretary General of 2016 states that: “Almost 
half of the 47 member states of the European Council do not guarantee the safety of jour-
nalists in a satisfactory manner. The situation has deteriorated over the last year, with an 
increase in physical attacks and destruction of property. The level of media pluralism is un-
satisfactory in 26 member states, and there is particular concern about the influence on me-
dia content. Another important area of concern is the freedom of expression on the Internet.

6. PROTECTION OF RIGHTS IN FREEDOM OF EXPRESSION - LEGAL 
REGULATION

The right to freedom of expression and information through media must be guaran-
teed by national regulations and the exercise of this right must be secured; a large number 
of court cases related to this right point to problems in the application of national media 
regulations, which should require the modification of the regulations or practice itself. In 
There are numerous legal guarantees of freedom of expression and freedom of the media in 
Serbia. They are primarily guaranteed by the Constitution, and then specified by the Law 
on Public Information and the Broadcasting Law. Serbia has also ratified the most impor-
tant international legal acts guaranteeing freedom of opinion and freedom of the press, the 
International Covenant on Civil and Political Rights and the European convention for the 
protection of human rights and fundamental freedoms. The Constitution of Serbia requires 
the provisions on rights related to freedom of expression and media information to be in-
terpreted in favor of promoting the values of a democratic society, in accordance with the 
applicable international standards and practices of international institutions, including the 
European Court of Human Rights (Article 18).

According to the Constitution, freedom of expression can be restricted only in excep-
tional cases that are set aside in accordance with the restrictions imposed by international 
instruments. The ban on the dissemination of information through the media is also in ac-
cordance with international standards. It is possible to prevent calls for violent destruction 
of the order or violation of the territorial integrity of the country, the prevention of propaga-
tion of the war or incitement to direct violence and the advocacy of racial, national or reli-
gious hatred that incites discrimination, hostility or violence, and only by a court decision, 
and if necessary in a democratic society (Article 50).

The Serbian Constitution and media laws affirm the importance of media coverage of 
issues of public importance. Constitutional guarantees of the right to information have been 
significantly strengthened by the Law on Free Access to Information of Public Importance, 
although Serbia has adopted this law among the latter in Europe and the region (2004).

In practice, journalists are often exposed to limitations of freedom and rights that oc-
cur in very different forms, from physical attacks, threats to security, cancellation of adver-
tisements, personnel shifts, various types of pressures, to newer forms such as preventing the 
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distribution of information through blocking websites. Journalists work under conditions 
of strongly expressed financial dependence (from the interests of owners, advertisers, state 
financiers) that causes self-censorship and censorship, which have been intensified over the 
past several years due to the current economic crisis.

However, direct attacks on media freedom often come from political sources and from 
the connection with political interests.

According to a survey of chief editors of information media, in 2016, only 22% of the 
media did not face any form of violation of media freedom in their everyday work. Of those 
who did, a third (34%) experienced the denial of access to information of public importance; 
One third (30%) was unequally treated in relation to other media by sources of information; 
Quarter (27%) were canceled advertisements, and the same number (26%) were exposed to 
interference in editorial policy (in the form of a ban on publishing certain information, im-
posing “desirable” and “undesirable” content, etc.). Other forms of violation of freedom and 
rights were present in less than 20% of the media.

As the imposers of the biggest pressure on their media houses, the surveyed media edi-
tors listed the ruling political parties (47% of the media), the executive authorities (32%), the 
opposition parties (26%), and in the same extent private companies as advertisers (16%) and 
the public enterprises (16%).

The analysis of concrete cases of violation of media freedom, which received the big-
gest media publicity, also shows that the most frequent direct violations of the freedom of 
the media come from the political field. During the year, 73 such cases were registered. As 
particularly difficult, among them are 9 physical attacks on journalists. There were four 
replacements of editors-in-chief or media directors and five attacks on media properties.

In 15 cases, there were pressures on editorial policy, and in nine the prevention of the 
presence or work of journalists at a public event. Other cases include disrupting the distribu-
tion of information and threats of the disruption, media discrimination and verbal violence.

7. CONCLUSION

At the end of this exercise on freedom, we have an opportunity to establish that the 
right to freedom of expression, opinion and information through the media, and in the me-
dia, must be guaranteed by national regulations. More importantly, the exercise of this right 
must be secured and implemented. The fact that a large number of court cases in connection 
with this right are in process or unprocessed indicates a problem in the application of media 
regulation which implies a change in regulations or in practice. For, once again, in the end, 
freedom of speech does not imply an absolute obstruction of every kind of prohibition, cen-
sure, ethics, politics, but the freedom of one’s own promotion, opinion, expression, without 
the tendency of endangering anyone else who holds the same rights as ourselves.
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1. OMNIPOTENCE PRINCIPLES OF THE STATE AND THE NEED FOR 
MECHANISMS FOR LIMITATIONS OF ITS ABUSE 

Instead of considering the form of the overall dynamics of the State arrangement - po-
sitioned according to the ancient idea of the state as an ethically refined completion of an 
individual - Montesquieu introduces an exclusive focus on the anatomy of the power types 
in theory. The difference is obviously evident only in the orientation and narrowing of the 
focus, but the effect is far-reaching. Leaving philosophical assumptions as the necessary 
sources of interpretation and studying an isolated phenomenon of governance and admin-
istration, basically means abandoning the belief that the task and scope of analysts consist 
in the ability to perceive State functioning as a whole – the point is therefore on abandoning 
the belief that the State is an organism which is equal (or even, subordinate in its genetic 
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dependence on human nature) for all its inhabitants. Even at the time of Montesquieu’s 
work, the State began to rise in the eyes of the scholars as a self-sufficient being with features 
that cannot be reduced to the determinants of vocabulary of human nature. The state thus 
becomes a present state that precedes human nature in a social sense; hence the turning to 
the study of the anatomy of the authorities is logical by itself.

Moreover, if the judgement of this turning point is philosophically radicalized, it is jus-
tified to determine how modernity causes the loss of an imminent experience of individual 
freedom in relation to the state: while the ancient insight considered the state as a creative 
creation throughout whose laws the conditions of human development can be arranged, the 
modern thought considers the State apparatus primarily as a source of supervisory coercion, 
and the question it asks does not refer to the developmental incentives (the realization of 
justice and good), but the most acceptable conditions of coercion (or in consequence with 
Marx, conditions leading to the abolition of oppressive State supremacy).

Of course, this turning point at Montesquieu is not so distinct. However, freedom for 
him explicitly means the right to do everything that State laws allow. Thus, the true bearer 
of freedom is determined in the state as a law-abiding party. More importantly, Montesquieu 
acknowledges that power in human hands is inevitably “perishable goods,” since every man 
is inclined to abuse it; hence, Montesquieu, as an original practical solution sees only the 
establishment of a parallel, independent level of authority that will be able to stop and limit 
it. In other words, Montesquieu’s practical interest is primarily to find a way to limit author-
ity so that it cannot be abused. It is, therefore, clear that this basic intent is already far from 
ancient.

As far as the typological division of power is concerned, Montesquieu does not depart 
himself much from the antique patterns. In the Spirit of Law Act, he first simply states that 
there are three types of government: monarchist, republican and despotic.

Furthermore, depending on the entity that holds the prerogatives of power, the republic 
is divided into: democracy, in which the people as a governing body have sovereign power, 
and an aristocracy in which power belongs to one part of the people.

Monarchy, however, is such a government in which the distinctive character is not so 
much the power of an individual, but rather the presence of additional mediating and de-
pendent powers: it is all the nobility in the first place, but also of the clergy, as well as the 
mediating class of city authorities.

Despotism is theoretically and practically absolute power of an individual for the indef-
inite period of time, while Montesquieu argues that this theoretically pure form of despot-
ism is quite rare since the despot is often faced with natural limitations of his own abilities to 
perform operational authority and thus authorizes a capable representative. In such a coun-
try, Montesquieu believes that the institution of the vibrant is typical. Clearly, Montesquieu 
emphasizes a Turkish sultanate as an example of despotism.

Somewhat more intriguing is Montesquieu’s focus on studying the main principles – 
the ones that the basic movements of human passion come from - on which each of the 
described types of rule rests on. In democracy, the essential principle is virtue, while in 
aristocracy, in addition to virtue there is the aspect of moderation of aristocrats. In the 
monarchy, the central value as the principle of administration is honor as a political virtue. 
In despotism, however, the basic management principle is intimidation, or the spread of fear, 
which permeates every act of power and guides every ambition of those who are in power. 
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Alongside Aristotle’s thought, Montesquieu argues that the distortion of each government 
is preceded by a distortion of its basic principles. The principle of democracy is distorted 
whenever the principle of equality is lost or when the uncritical spirit of universal equality 
unfolds. The process of eradicating the principle of the monarchy leads through the progres-
sive withdrawal of privileges to mediating instances of power. As for despotism, the distor-
tion has already been implanted in its very principle, since it is degraded by its very nature.

From these basic principles, Montesquieu arises with further elaboration of those char-
acteristics that these principles of governance favor and provoke in citizens. The analysis of 
the educational and characteristic climate in the despot environment is especially interest-
ing for our subject: here everything is focused on achieving the ultimate servitude, and the 
educational disciplinary procedures are reduced to the naked punishment of behavior that 
is reduced to a rigid dichotomy obedience-disobedience. Also, Montesquieu has already no-
ticed that the pacification of merely every rebellion or critical thought, as well as the very 
potential for free judgment and the emergence of the obedience scheme, is the ultimate goal 
of despotism. We can only add here: the means are changing, but this goal remains.

Montesquieu’s tacit acknowledgment of the mismanagement of any government, as 
well as the desire to establish, along with the power, the institutions of another govern-
ment that would serve as a competing corrective and potential alternative to the first one, 
undoubtedly point to the basic feature why government can be misused: its availability of 
coercion instruments that suppress resistance. It is precisely from this point that the most 
important political theories about State governance emerge and mark the modern epoch. 
The state completely abolishes the entelechy aura of a man’s companion on the path of im-
provement. The state is the development of power, a mechanized device that serves as a mere 
instrument for the sole motive of achieving and maintaining a force of pressure. It is about 
this and nothing else. Completely demystified as a philosophical notion, the State is further 
exposed to the investigator as a sophisticated coercive labyrinth.

2. THE STATE AS A MEANS OF COERCION 

In a modern disagreement with the illusion of the State’s utility tailored according to 
the human freedom, the most decisive, most developed and certainly with Marx’s most in-
fluential argument was provided by Max Weber. Based on the premise that the whole policy 
is in essence a search for the way in which any political organization, including the state, 
shows obedience to the ruling authority, Weber’s theory points out that the establishment of 
an administrative order is the main instrument of this basic intent of the ruling entity with-
in a political organization.1 In other words, the establishment of coercion has been carried 
out through every administrative structure, and the latter differentia specifica that allows 
forms of coercion is certainly the possibility of instigating real threats to the subordinates, 
i.e. the potential for the use of violence. Once this is recognized as a distinctive feature, it 
becomes clear that from the focus of consideration as the real criteria for defining a political 
1  By ... “power should be called a chance that a certain group of people will obey 
certain/or all imperatives, and not every kind of potential that they will enjoy the ‘power’ and 
‘influence’ on other people ... “A certain minimum of will for obedience, i.e. the minimum 
of interest (external or internal character) for obedience, is inherent in every right attitude 
towards the authorities.”  Max Weber, Economy and Society I, Belgrade 1976, p. 167.
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organization, both the objectives of its operation and the values that explicitly or implicitly 
proclaim must be completely eliminated. All that remains as the differentiating character-
istic of a political organization is precisely the use of coercion, i.e. the method of forcible 
treatment as a means of self-regulation. The inexorable logical sharpness that Weber uses to 
demystify the state is truly impressive.

The methodological approach that Weber in its capital work Economy and Society al-
most regularly applies is particularly significant here. Openly recognizing that the proce-
dure of its analysis is retroactive, i.e. always starting from the modern forms of developing 
one phenomenon - in this case from modern forms of rule - and from the perspective of 
actuality examines the features of the studied subject in previous epochs, Weber basically 
operates modernity as a global causal excuse, i.e. shows the involvement in the whole of the 
civil society as responsible for the State of the studied phenomenon. Considering the state 
of civil society, Weber emphasizes the clarity with which its institutions of the army and the 
police and bureaucracy show that the country is actually a rational organization that has a 
monopoly of legitimate physical coercion. However, what is so clearly in the modern state, 
according to Weber, has always been a distinctive feature of all countries at all times – still 
with not merely so developed forms of the same character structure. And of course, this 
claim that the modern state distinguishes from its precursors only by the degree of realiza-
tion of the same above described tendency, allows Weber to express his typology of political 
rule.

First of all, for the government to be realized at all, according to Weber, it must fulfill 
one precondition. He argues:2 “...for every power over a large number of people, one (usually 
not always absolutely) apparatus of people (administrative apparatus) is needed, i.e. (under 
normal circumstances) reliable prospects for such actions of certain unconditionally obe-
dient people who are focused solely on the implementation of the general demands of the 
government and its specific orders.” From this fulfilled precondition, Weber immediately 
turns to the classification of conditions that lead to different types of power. “The initiatives 
for the obedience of this administrative apparatus to the master (or masters) can lie simply 
in the habit of being purely affective, they can be hindered in material interests or be purely 
of a conceptual nature (value-national). These types of initiative to a large extent determine 
the type of government. Still neither custom nor personal interests, nor purely affective or 
purely value-based initiatives on which connectivity is based, could not constitute a reli-
able basis for any authority. In the normal case, there is another aspect along these: faith in 
legitimacy.”

3. THE DESIRE FOR LEGITIMACY

So Weber arrives at the key criterion for the division of power: every authority seeks to 
awaken faith in its “legitimacy” and tries with all its powers to maintain it. “But depending 
on the type of legitimacy that is being sought out, there are also basic differences between 
the type of obedience, the type of administrative apparatus designated to guarantee that 
obedience and the character of the power performance... Therefore, it is desirable to divide 
the types of authority according to the type of requirement for the legitimacy which is typi-
2  This and all of the following Weber statements were taken from: Max Veber, 
Economy and Society I, “Types of Power”, Belgrade, 1976, p. 167-238.
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cal for them.” Weber distinguishes three types of legitimate authority, i.e. “the validity of 
their legitimacy may be primary one”:

1. The rational character: “it may be based on the belief in the legality of legally based 
orders and the rights of persons who are called upon to perform power on the basis of them.” 
This is the so-called legal power.

2. The traditional character: “it may be based on a common belief in the holiness of 
traditions that exist from time to time and on the belief in the legitimacy of persons who are 
called upon to perform authority.” This is the so-called traditional power. 

3. The charismatic Character: “It may be based on the exceptional dedication to holine-
ss or heroism, or the exemplary qualities of a person and the order that one has revealed or 
created.” This is the so-called charismatic power. It should be noted here that Weber assumes 
the term “charisma” from ancient Christian terminology, meaning “gift of grace”.

Furthermore, Weber undertakes, typical for him, minuscule classification that seeks 
to encompass all the existing diversity of relationships within the said types of power. By 
this specific procedure, which can be termed “down to the minimum amount of genera-
lity,” Weber actually succeeds in making a very suggestive assertion of the correctness of his 
starting points. One after another, the modalities of power relations based on a latent and, if 
necessary, easily activating presence of available force, i.e. from explicitly enumerated forms 
of governance it is easy conceive and recognize realistic states of the dynamics of threat-
obedience.

Like any handbook for realizing the reality in terms of the real motivational basis and 
purpose of political engagement, Weber leaves no dilemmas about the fundamental State 
predicament as a political organization: it is always a more or less massively rational enter-
prise, but the one based on an irrational drive of compulsion. The entire complexly rational 
construction (Weber uses the concept of “rational” in the strictly original meaning of “cal-
culating” or “calculation”), which in a modern society of legal authorities with the estab-
lishment of an impersonal bureaucratic apparatus takes on grandiose scopes, is actually 
pervaded by one primordial irrational urge. What is of key importance to our topic is the 
fact pointing at the movement of the urge - which Weber named a decisive separation of the 
legalization of coercion as a distinctive feature of political organization and politics in gen-
eral - through the greatest variety of historical and organizational forms. With this conclu-
sion in mind, we will put a more detailed description of the above mentioned classification.

— Legal authority is based on the belief that the following interconnected representa-
tions are true:

1. Any right can be by contract or imposition rational – target-nationally or in a value-
oriented way (or in both ways) – in terms of finding the requirement that it manages the 
members of an organized group, and regularly those in the sphere of power of the groups 
who enter certain social relationships that the order of that organized group has declared 
relevant (including territorial groups);

2. Every right is, by its very essence, a cosmos of abstract, under normal circumstances 
intentionally established rules, that the judiciary represents the application of these rules to 
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an individual case, while the administration represents rational taking care of the interests 
envisioned by the group’s orders;

3. That the typical legal master, “the superior”, personally in his orders and orders obeys 
the impersonal order in which he directs his actions (This also applies to that legal master 
who is not a “clerk”, for example for the elected president of the state.) 

4. That - as it is usually said - the person who obeys, does it only as a member of the 
group and only obeys “the law”. (As a member of an association, a community, a church, and 
in a state: a citizen.)

5. According to the number 3, there is a notion that members of the group, by showing 
obedience to their master, do not submit to his personality but to the already mentioned 
impersonal orders, and that therefore they are obliged to obey only in the domain of the 
rationally limited jurisdiction given by these orders. 

Within the segment on legal authority, it should be added that Weber considers that 
the purest form of this type of government is the one in which power is exercised through 
a bureaucratic administrative apparatus. Weber considers bureaucratic management as the 
most important property in the domain of managing modern civilization in general.

Thus he writes: “The development of modern forms of an organized group in all areas 
(state, church, army, party...) is absolutely identical to the development and constant expan-
sion of bureaucratic administration: their emergence is, for example, a call from which a 
modern state developed in the West. “ By skipping a detailed analysis of the bureaucracy, we 
indicate Weber’s observation which seems particularly important for our topic. He writes: 
“But just as bureaucratization makes the leveling of the stock (and historically it can be 
proven to be a normal tendency), and vice versa, any social leveling promotes bureaucratiza-
tion, which is in all areas mandatory shadow of progressive ‘mass democracy’… “

— Traditional authority is the one whose legitimacy relies on the holiness of the ancient 
(“forever existing”) orders and powers, and when it is believed in on the basis of that holi-
ness. A master or a number of masters are determined according to traditional rules: others 
obey them for their own dignity that they enjoy according to tradition. The group in power 
is, in the simplest case, a primarily organized group that is based on a great respect as a result 
of common education. A person who governs is not a “superior” but a personal master; his 
administrative apparatus does not consist mainly of “clerks” but of personal “servants”; the 
“members” of the group are not subordinates or 1) “traditional comrades” or 2) “subjects”. 
The attitudes of the administrative apparatus to the master are not determined by objective 
official duty, but by the personal devotion of the servant. What is more, there is no obedience 
to statutory provisions, but rather to a person who is called upon by tradition to be in charge 
or determined by a traditional master.

Depending on the position (or presence or absence of important authority) of the ad-
ministrative apparatus, Weber distinguishes:

1. The patriarchal authority (the gerontocracy - the authority of the oldest members as 
the best connoisseurs of the tradition - and the patrimonial - the power is exercised on the 
basis of the absolute point and arbitrariness of the personal right of a ruler), i.e. administra-
tion in which there is no personal administrative apparatus of the master.

2. The class authority which implies the form of patrimonial authority where admin-
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istrative apparatus attributes a certain power and appropriate economic prospects. Certain 
organized groups of persons who are privileged by the state on the basis of apportioned mas-
ter’s power, through compromise with the master, adopt political or administrative regula-
tions, specific administrative orders or control measures.

— charismatic authority; The “charisma”, according to Weber, should be used to refer 
to the personality of a person being the basis for considering one to be exceptional and the 
reason for considering this person to be endowed with supernatural or superhuman, or at 
least specifically exceptional, not with every available power or qualities; they are believed 
to be goddesses or to be exemplary, and therefore such a person is treated as a leader. This 
feature was originally regarded as magically conditioned, whether it refers to prophets or 
persons who were considered to be wise men when it comes to treatment or rights, and even 
when it comes to hunters and war heroes. Of course, as far as the concept is concerned it 
is completely irrelevant how one would “objectively” evaluate the feature from any ethical, 
aesthetic or other point of view. It is only important how the people who are charismatically 
subordinated evaluate it - supporters.

4. CONCLUSION

The organized group with power which is based on emotional form of association rep-
resents a charismatic community. The administrative apparatus of the charismatic master is 
not a “clergyman”, and it is the least professionally trained officialdom. There is no “place-
ment” in service or “dismissal,” no “career” or “promotion”; there is only a reference to the 
inspiration of the leader, based on the charismatic qualification of the one in charge. There 
is no “hierarchy” but only the intervention of the leader when it turns out that the admin-
istrative apparatus is not sufficiently qualified in charismatic terms in general, or in some 
cases for a task. There are no “authorities” set up, but only “apostles” who are charismatically 
authorized as much as their power is given by their master, or on the basis of having their 
own charisma.

The next Weber’s observation is especially useful for our topic: it is about, to say so, the 
revolutionary potential of the charismatic government. Namely, due to the fact that it rep-
resents something unusual, charismatic power is a sharp contrast to the rational one - espe-
cially bureaucratic – but also traditional power. Both are specific daily forms of government, 
while the real charismatic authority is in a specific sense their opposite. The bureaucratic 
power is specifically rational being related to the rules that can be discursively analyzed, 
while charismatic power is specifically irrational in that it is unfamiliar with any rules. Tra-
ditional government is linked to the preceding past, and thus it is oriented to the rules; the 
charismatic government breaks (within the limits of its reach) the past, and in that sense it 
is specifically revolutionary.3

Let us in the end mention the following, almost “charismatically” prophetic Weber’s 
opinion: charisma is a great revolutionary force. Unlike the same revolutionary force (repre-
sented by) the “ratio” - which acts externally by changing living conditions and life problems, 
and thus indirectly, by changing attitudes toward them, or by intellectualizing - charisma 
3  Weber adds in remarks: “It’s hardly necessary to explain something to what has been 
said. All this holds true for a purely ‘plebiscitary’ charismatic ruler (Napoleon’s ‘rule of genius’ 
that transformed the plebeians into kings and generals) and for the prophet or war hero.”
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can be a change from inside, arising out of despair or enthusiasm. This change is a change 
of central attitudes and direction of actions with a completely new orientation towards all 
individual forms of life and towards the “world” in general.
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Abstract:  The development of the modern society, accompanied by the changes, which the industrial 
revolution with the new technologies, scientific discoveries and technical innovations brought with 
itself, the changes which globalization brings with it, has inevitably influenced on the shaping of a new 
banking organization which had to adjust to the modern social changes, not only in an organizational 
and functional sense, but in ethical as well. Expansion of international trade relations and the emer-
gence of multinational (international) companies, which have expanded their business activities out-
side national economy borders, occurred in the second half of the 20th century. Forming such economic 
subjects which were, for the purpose of maximizing profits, oriented towards global international 
markets, since national markets became too small, had far-reaching consequences on the international 
economic flows, and thus onto the national banking systems. However, the expansion of international 
business relations and multinational companies brought with it the risk of conducting criminal activi-
ties which make exceptionally large sums of money, and which are illegitimately acquired possessions. 
Money laundering is carried out through banks, whereby legalizing illegitimately acquired money and 
in that way it is included into the legal financial flows. The fight against money laundering has always 
exclusively been in the jurisdiction of law enforcement. However, bank’s business activities practice in 
the XXI century has shown that the bank is the major place where one gains information on money 
laundering as a criminal activity category. Banks should develop principles for meeting clients, and 
according to that they should develop and form their own special registration standards and admission 
of client accounts, taking into consideration the risky profile of each client.

Keywords:  business ethics, money laundering, fight against money laundering, banks, bank internation-
alization, bank business dealings
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INTRODUCTION

Bank business ethics consists of moral rules of behaviour towards socio-cultural and 
business surroundings, towards other people with whom one comes into business contact 
and towards decision-making, duties, obligations, rights, responsibilities, in all aspects and 
spheres of business dealings. Those rules are of universal character (they refer to all business 
activities directed towards a successful and profitable business dealing) and form assump-
tions for developing new ethical consciousness of all business participants, which is very im-
portant for business dealings on a global market where differences in economical, political, 
cultural, informational, religious, ecological and ethical sense are distinct. 

Money laundering represents an activity which belongs to organized crime, in which 
money was acquired by committing a felony, and later through various techniques, shown 
as earnings gained through legal business dealings. The money laundering phenomenon is a 
distinct social danger for any society, because it causes disturbance in the economic system. 

Bank management in the era of globalization business dealings has the commitment 
of coming up with and applying internal controls, whose goals should be directed towards 
harmonizing the bank business dealings with the laws and regulations against money laun-
dering.  In the future, each bank clerk will have to be trained to recognize money laundering 
techniques and characteristics as a criminal activity, in accordance with the recommenda-
tions of the Financial Action Task Force on Money Laundering – FATF. 

The aim of the paper is a scientific approach to the importance of bank responsibility 
regarding the fight against money laundering in a globalization era, which implies mutual 
connection and cooperation of all clerks who can detect the techniques of this criminal ac-
tivity. Having in mind the importance of preventing money laundering as a form of organ-
ized criminal for the society as a whole, the subject of this paper’s research is the obligation 
of the bank to fight against money laundering with all available means. 

This paper consists of three parts, with an abstract, introduction, conclusion and used 
literature. The first part of the paper refers to the description of business ethics in bank busi-
ness dealings as a necessary factor of bank clerks’ adequate behavior in a modern world. The 
second part describes the term, phases and techniques of money laundering. The third part 
refers to the banks’ commitment regarding the fight against money laundering.

1. BUSINESS ETHICS IN BANK BUSINESS DEALINGS

Business dealings of each bank are based on business ethics, or at least on its basic char-
acteristics. Business ethics implies rights, obligations and responsibilities of the organiza-
tion towards individuals, their mutual relations, towards all business relation participants, 
towards all other organizations with which they do business with, but towards the society as 
a whole as well. All the problems which arise in a bank refer to the morality dilemmas of sin-
cerity, honesty, respecting others and fulfilling promises. In business practice, all employees, 
managers as well, can find themselves in front of numerous ethical dilemmas and doubts.1 

Violating ethical principles causes increased expenses and decreases the competitive 
ability of the business system, because it disturbes the bank’s reputation in the business sur-

1 Subotić, D. (2009), Коrporativna društvena odgovornost: vrednosti, principi, modeli, 
Institut za političke studije, Beograd, p. 80
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roundings. Each ignoring of ethics means abuse of ethics. „Overall corruption and unethi-
cal behavior are foremost explained as a consequence of the institution fragility and lack of 
democratic reputation, which today is a special characteristic of developing countries“.2 In 
bank business dealings the main cause of ethical principles’ erosion is criminalization of the 
bank business dealings, in order to get wealthy. All banks are obliged to manage who they 
do business with and to take all necessary measures in order to prevent such occurrences. 
Their duty is to comply with international laws and codexes.3

Different types of seminars and employee practice are important banker education in-
struments in the field of detecting criminal actions. In this way manager and employed 
staff’s consciousness is increased on the importance of applying internal controls and pro-
cedures in banking. It is very important that above all the top management supports the in-
troduction and implementation of this concept. Responsibility for bank activity realization 
regarding estimating a risky situation has to be assigned to all organization hierarchy levels, 
from managers to bank clerks.   

2. MONEY LAUNDERING

Money laundering signifies various activities directed towards legalizing money which 
has been acquired by doing criminal activities. Money laundering is a procedure of „legal-
izing illegally acquired money with the aim of covering up its’ true nature and source“.4 
Money laundering is in its nature an obvious criminal activity of concealing which does not 
recognize local, national and regional boundaries, and thus it is difficult to precisely deter-
mine its distribution in international financial flows. Even though numerous international 
organizations, institutions and states have given many definitions, for the purpose of this 
paper money laundering can be determined as a set of complex and mutually connected 
actions which cover up the source, illegitimate nature, existence, place, placing and move-
ment of assets acquired by doing criminal activities, in order for that property, for the sake 
of future undisturbed use, to be given an illusion of legitimacy. 

Money laundering is carried out in three phases with several different mechanisms.5 
The first phase represents the placement of money, when illegally acquired money is at-
tempted to be put into the financial system, for example, with small sums, since they do 
not seem suspicious as payments of large sums do. When money has entered the system 
phase two occurs in which the origin of the money is concealed by a number of transactions 
(purchasing and selling of equities) or transfers (domestic or abroad). The third phase is the 
integration phase when persons who wish to cover up the money origin return the money 
into economic flows and most often invest it in immobilia and business ventures. The first 
and second phase are very critical from the banks’ point of view. The bank becomes a part of 

2 Dajanu, D. (2002), Rеаlnost zahteva preispitivanje poslovne etike i društvene 
odgovornosti, Southeast European Times, р. 23
3 Božović, Ј., Кrstić, B. (2014), Bаnkarstvo, Ekonomski fakultet Univerziteta u Prištini, 
Kosovska Mitrovica, р. 530
4 Business dictionary, http://www.businessdictionary.com/definition/money-
laundering.html, (accessed 14. November 2017)
5 Jerez, O. (2003), Le Blanchiment de l’argent, Revne Banque, Paris, р. 135-138
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the criminal chain unless it has developed mechanisms for detecting money laundering and 
hindering it, or if it ignores the illegal nature of suspicious transfers. 

3. BANK OBLIGATIONS REGARDING FIGHTING AGAINST MONEY 
LAUNDERING

The general globalization trend, fast growth of informational technologies and accel-
eration of money flow has undoubtedly made the financial system more susceptible to at-
tempts to make it an integral part of profit legalization which comes from criminal activities 
and terrorism financing. Although the banking system is not the only sector where one must 
actively pay attention to the money laundering problem, the bank sector has a key position 
in the money laundering procedure, given that money is transferred through banks. Banks 
that do not pay attention to money laundering prevention standards and do not have firmly 
set ethical principles based upon which they do business, can become targets of malverza-
tion and part of criminal money transfer flows. It can negatively affect not only the future 
bank relations, but public trust in the banking system as well. 

In brief, money laundering is a process of transfering assets originating from criminal 
activities with the aim to cover up their illegal origin.6 In 1990 Financial Action Task Force 
on Money Laundering – FATF defined forty recommendations in order to help financial 
institutions, regulatory organizations and governments to persist the money laundering 
phenomena.7 This list was updated in 2003, in order to enrichen it with recommendations 
on opposing terrorism financing. The recommendations of the Financial Action Task Force 
on Money Laundering – FATF today form one comprehensive and consistent framework 
of measures for fighting against money laundering and terrorism financing. The recom-
mendations refer to client identification, monitoring accounts and transactions, keeping 
transaction records and reporting on suspicious transactions, internal controls and revision, 
integrity standards and mechanisms which alleviate cooperation between supervisors and 
other competent bodies.8 The set of these recommendations forms the money laundering 
prevention strategy framework, and it is the most important thing for the banks to identify 
suspicious clients and transactions. Banks have to know who they are doing business with, 
and have to establish adequate internal controls and procedures, as well as the process of 
examining and meeting new and existing clients.

Money laundering is organized on a global level, even though the money is most usu-
ally paid relatively close to the place it comes from. In the middle of the three illegal money 
transaction phases, financial transactions often take place in off-shore financial centres since 
large sums of money are daily transacted there. Methods and techniques of money launder-
ing change daily and become complex transactions. Due to that, it is necessary to continu-
ously monitor new money laundering mechanisms and tendencies. States battle in different 
ways the money laundering phenomena, sanctioning money laundering and terrorism fi-

6 Jerez, O. (2003), Le Blanchiment de l’argent, Revne Banque, Paris, р. 25
7 Financial Action Task Force on Money Laundering – FATF, http://www.fatf-gafi.org, 
(accessed 14. November 2017. )
8 Bennet, T. (2004), A Practitioner’s Guide to Money Laundering Compliance, Lexis 
Nexis, London, р. 36
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nancing as well as any assistance with these activities. It is necessary to legally introduce the 
obligation to control money laundering and anticipate hindering procedures which are in 
accordance with internationally accepted standards, as well as confiscating possessions and 
money made from illegal activities.

The Basel committee has issued a set of principles which the financial institutions and 
regulators should follow in order to strengthen the internal policy of knowing your custom-
er („Know Your Customer“ KYC Policy).9 In accordance with those principles, banks should 
develop and form their own standards for registration and client account acceptance, taking 
into account the risky profile of each client. The risky client profile is determined by different 
risk indicators such as land of origin, employment, business activities, connected accounts, 
etc. Depending on the risk level, with the meeting your client policy the banks organize the 
terms for opening accounts, whereas detail verification standards are applied with clients 
who use more sophisticated services. There are several indicators which point out to a higher 
risk level for participating in a money laundering chain. Those are the following clients: cli-
ents that when opening an account hide their identity behind various corporative forms and 
professional mediators; clients in personal transactions whose nature requires a high degree 
of confidentiality; clients who are political or public figures; a new founded subject whose 
capital and business policy is difficult to analyse due to insufficient evidence; clients who use 
bank services in a correspondent relation, especially in cases when a bank is from a country 
where there are no suitable standards for fighting against money laundering or where there 
are no adequate mechanisms for verifying clients. 

Without an adequate procedure and continuous monitoring of client business dealings, 
banks would be hindered from honoring the commitment on reporting about suspicious 
transactions. Suspicious transactions are the ones that there is reasonable doubt that they 
are connected with money laundering or financing terrorist activities. Reasonable doubt 
depends foremost on what is considered to be normal clients’ business activities and usual fi-
nancial transactions. When grading the transaction suspiciousness one starts from a client’s 
risky profile. It is very useful to, for example, determine limits for a certain group or category 
of accounts or analyse transactions which surpass those limits, as well as transactions that 
could not be deemed economically justifiable and normal in certain client’s business deal-
ings. However, this evaluation often demands complex technical and human resources and 
an established monitoring system. In evaluating suspicious transactions one takes care of 
the factors such as the amount and purpose of the transaction, frequency and bank account 
balance. Banks should intensify monitoring accounts to/from which payments are frequent-
ly made, and which often have a minimal balance, but also so called “dead accounts” (ones 
that do not have frequent transactions) which have large sums deposited.10

CONCLUSION

Business ethics in banking implies rights, responsibilities, obligations and liability of 
banks towards individuals, their mutual relations, towards all participants in business rela-
9 Dedeić, P. (2006), Subjekti bankarskog prava i proces upoznavanja, Pravo i privreda, 
no. 5-8, Beograd, р. 800
10 Dedeić, P. (2006), Subjekti bankarskog prava i proces upoznavanja, Pravo i privreda, 
no. 5-8, Beograd, р. 809
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tions, all other organizations they do business with, but towards society as a wholeas well. 
Not abiding to ethical principles causes increased expenses and decreases competitive abil-
ity of the business system, since it distorts bank’s reputation in the business surroundings.

Money laundering is a process of legalizing illegitimately acquired money with the aim 
of covering up its true nature and source. Money laundering is done in three phases with 
several different mechanisms. The first phase, money placement implies a process where the 
illegally acquired money is sought to be put into the financial system. Once the money enters 
the system phase two commences in which the money origin is tried to be covered up by a 
sequence of transactions (purchasing and selling equities) or transfers (domestic or abroad). 
The third phase represents the integration phase when persons who wish to cover up the 
money origin return the money into economic flows and most often invest it into immo-
bilia and business ventures. The first and second phase are the most critical from the banks’ 
point of view, where the bank becomes a part of the criminal chain unless it has developed 
mechanisms for detecting money laundering and hindering it, or if it ignores illegal nature 
of suspicious transfers. 

Even though the banking system is not the only sector where one must actively pay at-
tention to the money laundering problem, the bank sector has a key position in the money 
laundering procedure, given that money is transferred through banks. Banks that do not pay 
attention to money laundering prevention standards and do not have firmly set ethical prin-
ciples based upon which they do business, can become targets of malverzation and part of 
criminal money transfer flows. Financial Action Task Force on Money Laundering – FATF 
defined forty recommendations in order to help financial institutions, regulatory organiza-
tions and governments to persist the money laundering phenomena. The set of these recom-
mendations forms the money laundering prevention strategy framework, and it is the most 
important thing for the banks to identify suspicious clients and transactions. Banks have 
to know who they are doing business with, and have to establish adequate internal controls 
and procedures, as well as the process for examining and meeting new and existing clients. 
Without an adequate procedure and continuous monitoring of clients’ businesses, banks 
would be hindered from honoring the commitment on reporting about suspicious transac-
tions. However, such evaluation often demands complex technical and human resources and 
an established monitoring system. Due to that continuous training and development of all 
bank clerks is necessary. 
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Abstract:  Today, when the positive and negative consequences of globalization are united, the ref-
ormation of “old values” strives for the creation of unique identities. These processes in themselves 
contain multiple challenges, which may call into question personal, collective, religious, cultural and 
national identity. The basis of personal identity always has the need to show its limits to the world and 
people. Its organization is the perception of itself as a different being, in accordance with itself, and 
separate from others. It shows the relative consistency in behavior and experiencing oneself. It slowly 
changes throughout life, and it reflects the stages through which the individual passes. The human be-
ing strives to establish identity in the collective identity as well in order to find the meaning of life. The 
religious segment of the identity combines national affiliation and the denomination as an inseparable 
dyad. Cultural identity, a part of a self-consciousness of a group emerges and develops depending on 
the criteria that this group establishes in relations with other social groups. In the end, the need to 
define someone as a member of his state is in the personal identity segment, with multiple roots. The 
danger of losing identity in globalization processes gives terrorism a new dimension. This kind of ter-
rorism does not know cross-border and regional elements; it is global, more targeted, unpredictable, 
more organized, and its diffusion gives a new dimension to threats. Given that modern terrorism has 
these characteristics and that its consequences are multiplied, the essence of this paper explains the 
deep dimension of terrorism in which motivational terrorist base lies the acquisition, preservation and 
defense of identity on the basis of religion, culture and nationality, and the defense of individual and/
or collective identity in terroristic activity, and caused by the negative consequences of globalization.

Keywords:  globalization, individual and collective identity, terrorism.

INTRODUCTION

Globalization gives the human population the best civilization achievements that are 
also followed by its negative consequences.

It refers to the intensification and dynamization of social and economic relations out-
side the state borders, which results in a growing and closer interplay of global and local 
events. It is a process of unifying human activities and human lives by linking various social 
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activities through dynamic and intensified economic and any other integration at the re-
gional, continental, inter-continental and planetary levels (Beker, 2005).

However, the impact of globalization encompasses much wider aspects of society, pro-
ducing sometimes breaks on individual and collective platforms of the population. The op-
posite forces of globalization tend to change human identities in the individual, collective, 
cultural, religious and national milieu. Therefore, the equalization and shaping of the world 
is a threat to the preservation of identity, the cause of the closure of some nations and cul-
tures, and sometimes resistance to terrorism as a response to the inability to accept the 
speed of social changes.

This kind of terrorism is an obstacle to the development of the modern global world, 
whose dispersion has been enabled by the globalization.

It became the phenomenon, concept, thought and term that entered into the everyday 
life of a modern man. Along with the development and progress of mankind, in technical, 
material and cultural terms, terrorism is developing even more rapidly (Šijaković, 2003a).

As a negative consequence of globalization, terrorism appears in the spheres of po-
litical, economic and social inequality, and consequently injustice, which makes them the 
causes and motives of contemporary global terrorism. It still aims to draw public attention 
to the situation, position and problems of some social groups and to put them to the fore-
front, and to send messages of aspirations and intentions.

Because of this, Keča (2012) argues that in the last two decades terrorism has been ex-
periencing a strong momentum and burdens the international relations, endangering peace 
in the world. This is because there are a lot of financial resources and state-of-the-art tech-
nology standing by it.

Consequently, it is not possible to imagine terrorism today, without the positive effects 
of globalization, without the media to communicate threats. Terrorist organizations reach 
the global public through the mass media. By informatizing society and developing new 
media, terrorism increases its own publicity.

But the above mentioned are not close to touching the depth dimension of terrorism 
whose base is in the motives of acquiring, preserving and defending the religious, cultural 
and national being, and thus the defense of individual and/or collective identity, which is a 
question of the essence of this paper.

These etiological, subjective factors include, among others, the causes and conditions of 
terrorist activity. These are, as claimed by Mališanović and Mijalković (2011), an extremist 
convictions that the existing objective problems can only be solved by the use of violence: to 
get what is wrongly denied-land, freedom, human rights, equality; to restore identity, status 
or legitimate status where they are endangered or lost; to protect life, honor, reputation and 
survival where they are endangered or poorly treated; to restore the rights, privileges and 
values where they are taken away.

CAUSATIVE-CONSEQUENTIAL CONNECTIONS OF HUMAN 
IDENTITIES GLOBALIZATION AND TERRORISM

The image of the contemporary world in the light of globalization carries with it dra-
mas that are rapidly exchanged, which strongly affect national states, cultural and histori-
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cal interests, and ultimately everyday life. This image is burdened by the legacy of previous 
centuries, determining the present and future of the planet.

At the threshold of the third millennium, a coalition of war against Iraq took place, 
Germany united, and there was a collapse of socialist blocs, wars in the former Yugoslavia. 
Some recognize the triumph of liberal democracy and a new world order in this. Some, such 
as Huntington, (2000) predict a clash of civilizations, while Brzezinski predicts the begin-
ning of a new cycle in the geopolitical sphere (Brzezinski).

Moving and erasing the boundaries by globalization causes instability, spread all over 
the world, there is a rise in the structure and functions of large systems, generating ethnic 
conflicts and terrorism, which cause social fragmentation and segmentation of society. Ter-
ritorial and regional vagueness leads to proliferation of weapons, and the challenges arising 
from democracy and market economy can be partially, but not fully, determined territori-
ally.

In any case, we are witnessing the creation of large economic spaces, a kind of “panre-
gion”. The EU, NAFTA and APEC, led by Germany, Japan and the United States, are out-
lined. America is trying to keep domination in its regions. Progressive international inte-
gration creates a global economic and political system. The signs of the creation of a global 
society are contained in economic integration, the global cultural community and political 
identities. The plan is to create a hierarchy of transnational macro-regional units, linked 
to economic, cultural, political and ecological interdependencies by the middle of the 21st 
century (Petrović, a2010).

In the context of the positive aspects of globalization, the fact that the opening up to 
international trade has helped many countries to achieve much faster growth and economic 
development, and that in some parts of the world the feeling of isolation has decreased.

Today, as a fateful issue occurs not whether to engage in globalization, rather than 
how to do it, how to adapt to it, while avoiding its most adverse effects, and achieving to the 
fullest possible extent the one’s own progress, especially of a small society and state. How 
to adapt to the global order, without being a mere reception of the “Western model”, or the 
abolition of one’s own identity? But is it possible at the same time to take over universal 
achievements and affirmations of one’s own creativity, self-identity? (Trkulja, 2008).

Positive and negative consequences in terms of globalization are united. Reform of “old 
values” tends to create unique identities. The common economic and technological advance-
ment of the world requires the overcoming of diversity in terms of religion, culture and 
nationality, and the homogenization of the global population. These processes in themselves 
contain multiple challenges that can call into question personal, collective, religious, cul-
tural and national identity, and as a consequence terrorism, as a way of defense.

Globalization disrupts everything that is a personal identity, the possession of a last-
ing sense of integrity and stability, based on the self-identity and continuity of existence in 
time and space, the continuity between what we once were, what we are today, and what we 
will be, it disturbs psychological boundaries of identity, which constitute its foundation and 
determine the experience of the individual himself, as a single and indivisible being.

Since the characteristic of different human identities is their multiplicity and multi-
layeredness, the personal identity is directed towards diversity and the collective to similar-
ity. However, these two dimensions of identity condition interdependence, which proves 
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that there is no personal identity without social life, but also that social life does not exist 
without personality.

Collective identity is connected by origin and history, past and future, rooted in tradi-
tion and rituals. It has a sense of belonging and solidarity in symbiosis with others. It has 
a group identity, the identity of smaller entities, which are characterized by direct relation-
ships among members, where individual and collective identification is much more closely 
related. In these relations, the link between individual dispositions and socio-cultural her-
itage is inseparable. Therefore, group identity is an elementary form of collective identity.

Since international trade networks grow faster than ever, mixing cultures, and with 
them individual and collective identities, the process of globalization is inevitable. All of 
these turbulences of globalization affect the specificity of cultures. Holders of cultures, one 
of the most important characteristics of man and society in general, carry material and 
spiritual culture, and a psychological matrix, which has an identification core stored in a 
group. This matrix determines behavior, opinions and feelings, both on an individual and 
collective level.

However, the truth is that in the conditions of globalization, there remains less space 
for partial global cultures.

The result of this is the transformation of individual experiences into widespread in-
formation around the world, and the contribution to the development of a global culture. 
Under the condition that real cultural exchange is achieved in the form of intercultural com-
munication and that assimilation by the dominant culture is avoided, it is no less important 
that, in this way, ethnocentrism and nationalism can be overcome; producing closed and 
isolated cultures, nurturing xenophobia towards diversity (Golubović, 2006).

Assisted by globalization, terrorism is at the same time a phenomenon of contemporary 
terrorists working together for or against several nations. Thus, it became the biggest chal-
lenge for globalization. Its success depends on the success of globalization. In fact, global 
terrorism can be understood as an aspect of global culture, which stems from globalization 
(Durmić, 2013).

In the described globalization endangers cultural identity, endangers traditions, cus-
toms, myths and ways of behavior, endangering the richness of diverse cultures, which con-
stitute the cultural identity of each country or region, and individual and collective identity 
as the bearers of culture.

Cultural globalization is also contributed by today’s migration and mass media. If 
forced migration moves occur, it may result in disrupted relationships and conflicts between 
members of different ethnic, religious and racial groups, and thus lead to terrorism.

Unification of the world has an impact on religions that imply more or less simple 
learning of the essence, purpose, and origin of everything existing. It spiritually connects 
groups of people with some higher sacred being. Therefore, it is a form of social conscious-
ness in which natural and social forces appear as supernatural, independent of man, nature 
and history of the nationality, which are slowly changing by nature of things.

Religious identity has the feeling of a special group membership and belonging to a 
specific group, it is also an individual and collective identity. Like other identities, it is com-
plex but also slow to change. When special, in its intensity and attachment it is special in the 
duration of social crises, and fears for the loss of one’s own identity are born by terrorism.
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In contemporary society, religion faces new challenges. With the advent of new tech-
nologies, new scientific discoveries, religion slowly shifts to a different plan of everyday life, 
but it is important to emphasize that it does not disappear.

The spread of world religions is one of the best examples of the ability of ideas and be-
liefs to make a crucial planetary impact (Vuletić, 2006).

The existential crisis of the world creates conditions for the development of religious 
fanaticism, which has a fatalistic and destructive character. However, even when it would be 
possible to eradicate religion, terrorism would not be eradicated. Religious contradictions 
and conflicts, together with ethnic conflicts today, represent the most famous and most con-
troversial type of social conflict, and are a possible source of terrorism.

Thus, under the impact of globalization, there is also a national and ethnic identity, 
as the process is degrading the old categories of national states such as territoriality and 
sovereignty.

National identity includes historical territory, common myths and historical memo-
ries, common culture, economy, rights and duties of all members. This identity is multi-
dimensional, relying on other types of collective identities. It has functions that provide 
social relations, socialization and determines individual identities through national identity 
(Smith, 1998).

The fact is that the endangering of cultural, national and religious identity creates nu-
merous extreme clutches around the world, and as such are the basic platform of modern 
terrorism.

The reason lies in the fact that globalization cannot, or very little can change the iden-
tification of identity based on the existential basic needs of people who once determine the 
extreme reaction of individuals and groups. Therefore, in all the listed entities we have indi-
vidual and collective extreme reactions, produced by the external influence of globalization 
and its different specificities. Which is at the base are extreme responses, on an individual 
and collective identity.

Individual responses carried by individual identities are reduced to the responses of 
the basic personality in relation to its existential needs. Since the basic person is fixed, con-
ditioned form of thinking and behavior of people and groups, these forms are transmitted, 
they are generally accepted, and their disruption leads to disorder of an individual or group. 
So when we talk about the common characteristics of individuals or the collective, it is in 
line with human existential needs.

Knowledge of one’s own identity is one of the most important, psychological and social, 
the drivers of human activity and existence. Identity is linked to a sense of security, and the 
search for it, whether it’s an individual or a group, is the endeavor to win or preserve that 
identity, identify with someone or something, trigger people in certain circumstances, even 
to those actions, which are by their forms and content reckless, violent, and often irrational 
(Šijaković, b, 2003).

As individual destiny depends on the fate of the collective, an individual has an obliga-
tion to sacrifice himself for the collective. Consequently, the importance of the response of 
individual members to the socio-cultural influences and the effects of globalization is also 
very important.

Rapid world progress, for certain individuals and groups, creates a sense of pressure. 
If the impacts are perceived as a pressure in feelings of thwartness and frustration, a large 
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number of people have a relatively expected, uniform psychological response, but the small-
er number has a strong response to aggression, in the goals they take in terrorism.

These individuals, with their attitudes, beliefs and behavior, adjust themselves insuf-
ficiently quickly to changes of the social environment. However, those who do not adapt 
make the extreme part, which continues to behave cruelly, in accordance with the previous 
patterns. Their behavior will be by the old dictation, regardless of the nature of social and 
economic-political influence (Kecmanović, 2004). In this fact lies the root of extremism, 
based on personal identity.

Their cruelty, as a collective part of individual, also causes the beginning of resistance 
to a feeling of pressure or frustration. Aggression is the most common response. There is 
basically a fear of change and uncertainty, and their reaction is characterized by consistency 
and loyalty.

As rapid world progress is in contrast to the slow change of individual and collective 
identity, so some individuals and groups feel isolated and lonely, feel that they are less im-
portant, causing a sense of hurt and vulnerability at the collective and personal level. Sourc-
es of vulnerability feelings are numerous and different. Some groups feel and are endangered 
in the changed historical, geo-strategic, geopolitical and social-political circumstances. This 
is an attack for their emphasized need for specialty.

The basis of all these feelings is fear, fear even of globalization, which changes the char-
acteristics of some societies with the threat of their disappearance. As fear in an evolution-
ary sense ensures the survival and protection of the individual and the values, then the 
protection of the collective and its values, it is thus a source of mistrust and aggression in 
the causes of terrorist activity. That’s why they are on stage; fear of the loss of individual, 
collective, religious, national and cultural identity. The defense of these difficult feelings is a 
search for new forms of interconnection, and therefore the security itself, and seeks increas-
ing emphasis on its own significance and therefore its values.

Many of these reasons are found in various definitions of terrorism such as the failure 
to recognize the authenticity of a specific historical experience or refusal to hear the rea-
sons for dissatisfaction. Devaluation of these reasons means denying the importance and 
legitimacy of the sources of collective and personal feelings (Asurmendi, 2002).Therefore, 
individual and collective identities are endangered.

Globalization makes all human identities as universal as possible, so building new 
identities is conditioned by the social, political and economic situation.

This situation, according to Šijaković (2003c), requires a search for identity, whether it 
is an individual or a group and an attempt to conquer or preserve the identity, to identify 
with someone or something.

Consciousness, feelings and way of thinking are in the base of collective and in every 
individual. Where globalization brings to an overestimation of one’s own and underestima-
tion of a different mode of functioning, a conflict arises which will establish the extreme part 
in terms of terrorism as a response.

Different influences of globalization on the identities are one of the causes of contem-
porary/global terrorism, which is territorially widespread just as globalization, which in-
cludes different world regions, which then multiplies and intensifies in intensity. Therefore, 
it is a world phenomenon that is constantly increasing, where the sources are seemingly, 
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local. The brutality of this terrorism, insecurity, which threatens the world and everyday life, 
are often in the domain of social pathology.

The inability to adapt to the changed social conditions of individuals and groups pro-
vokes contemporary terrorism in which further confirmed and perceived are the elements 
of violence, fear, goal and motives (Gaćinović, 2008). Violence as a method in which citi-
zens and governments are targeted, causing fear and extorting political or social changes as 
goals, and a large number of victims who are targeted by terrorists, points to spectacularity 
(Jovanović, Vasić, 2011).

An extreme part of the defenders of personal, collective, cultural and national identity, 
from whose beliefs terrorism occurs, believe that they propagate their own uniqueness and 
specialty; they believe that they cannot be understood.

The core of many aggressive terrorist groups is believers, who are completely devoted 
to ideals, practical goals and are ready to sacrifice themselves to the full. They are driven by 
faith and sincere ideological conviction.

Contemporary terrorism has an impact on the consciousness and identity of an indi-
vidual and different groups, connects with organized crime groups globally, creates own 
sources of financing in illegal flows, uses modern means of communication, uses all scien-
tific and technological achievements of the world, possesses educated personnel who use 
Internet and open communication systems.

However, there are still individuals among them, who were made by the fear come to 
join the group, fear of those already in it, because the extreme part of the population does 
not tolerate someone outside the group. In this sense, there are punishments of one’s own 
members, who have different beliefs.

The benefits of globalization achievements provide extreme parts of individuals and 
groups to defend the fundamental characteristics of the human population, contained in the 
need for the protection and defense of individual, collective and other identities.

They are expressed in the need to associate with similar people, and at the same time 
the need for a greater distance from those who do not share their beliefs. Their dominant 
need is for expansion, the need to establish power over others, the need to be free from 
responsibility for their own actions, the need for personal glorification and self-denial, the 
need for sacrifice in the name of higher principles and, ultimately, the need to satisfy the 
lowest instincts (Kecmanović, 2004).

For this reason, Cooper (2002) argues that terrorists are motivated by the same things 
that motivate other human behavior as well. They have the same dreams and aspirations 
about socially acceptable behavior. Their problem is that they cannot accept the world as it 
is, although many would join them in rejecting the current social norms. Extremists reject 
these norms and the ability to change society in a peaceful manner. That’s why they become 
terrorists.

The non-acceptance of the world as it is, the extreme discontent and the constant need 
to remedy injustice in contemporary global terrorism, carries the characteristics of irra-
tional behavior, as a special form of social pathology. Within contemporary terrorism, ir-
rationality is still expressed as a consequence of authoritarian orders and coercion, and their 
unconditional execution, regardless of the unjustifiability and wrongness, which means ex-
ecrating someone else’s and killing and abolishing one’s own will.
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Despite the modernity, today there are some terrorist organizations that plan and or-
ganize suicide attacks as the perfect form of terrorist fighting, which is especially important 
and especially respected by terrorists. On the one hand, fanaticism of a suicide bomber, and 
on the other hand, the sophistication of the terrorist organization points to the irrationality 
of these attacks.

However, today’s terrorism is largely rational behavior in terms of logic, and is irration-
al in its choice because it is chosen among all the other possibilities given by globalization.

Even today current Hofman’s (2000) claim that terrorists are not savage fanatics or 
furious killers, but prudent and thoughtful and educated individuals, for whom terrorism 
is a completely rational choice. There are also Hechter and Haradin (1995) who argue that 
people are rational in terms of using the most efficient means of accessing them in order to 
achieve their goals.

The earlier enormous aggressiveness of nationalist and separatist groups was composed 
of individual terrorists from lower social and religious in those of all social strata. Today, 
terrorists come from all strata of society, often they are highly educated individuals who 
use rational political expressions and use all the advantages of the advancement of society.

That is why Ross (1999) offered to put the form of terrorism into the context of the social 
structure and to combine it with group psychology and identities. The author explains how 
social psychological processes produce terrorism. Although every historical age is favorable 
to terrorism, Ross argues that modernization, democracy, social instability create structural 
conditions for the development of terrorism. Ross also lists the already mentioned basic ten-
dency towards association, identity, the ability to learn and calculation of costs and benefits. 
His ideas explain the transformations of terrorism throughout history and present its social 
and political indicators.

DISCUSSION

In the end, the most important issue is raised the question of preventing and combating 
contemporary/globalization terrorism, on the platform of identity.

The international plan of combating globalization terrorism today is a common and 
coordinated action of all countries, the elimination of causes, which lead to terrorism, joint 
opposition to terrorist actions and terrorist organizations. Terrorism-related services con-
tinuously monitor all terrorist-related events in the world and in their surroundings; moni-
tor all activities that are directly or indirectly linked to terrorists and terrorist organizations. 
Because of everything today, the fight against terrorism has greatly reduced the possibility of 
major attacks, but did not affect its frequency.

However, in addition, it is necessary to gain insight and essentially explain the causes of 
terrorism on the basis of different identities so that the prevention of terrorism is at a higher 
level (Petrović, b2010).

Demonstrating understanding and respect for identity would contribute to the pos-
sibility of greater placement of the modernization, annul the height of aggressive responses, 
and new roads would open up for these responses, devoid of extreme terrorist activity. Due 
to the lack of literacy of the population in general, television as a medium should be in the 
first place due to the continuous explanation of all the advantages of globalization, which 
acts as a parallel path with the existing characteristics of identity. In this use it is imperative 
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to determine the target groups in the coming generations, which in time could psychologi-
cally accept both parallel paths, without compromising their own personal basicity. Educa-
tion in the field of geostrategic and geopolitical events should be constant (Petrović, c 2010).

In theoretical circles, the opinion that the trend of terrorism as well as the means of 
fighting it in the future will grow increasingly. Given that terrorist acts are viewed in such a 
way as to resolve the symptoms, and not the cause, intellectual circles interested in this prob-
lem should insist on the expansion of knowledge and its merging at the multidisciplinary 
level. Responsible intellectuals should make more permanent insights into the deep motives 
of terrorist activity.

Learning about a diametrically different way of life, different histories, cultures and 
identities will help build plans for the future fight against contemporary terrorism, in its 
long-term and short-term plans (Petrović, d 2010).

Multidisciplinarity is a determining fact, which would combine multiple knowledge 
of different sciences with the aim of preventing terrorism. In the fight against modern ter-
rorism on the identity platform, the speed of democratic measures must be coordinated 
with educational action. It would be necessary to form groups that help change the cultural 
climate and which would be competition for those who exploit human fears and prejudices.

CONCLUSION

By becoming a global phenomenon, terrorism can be compared to the negative side ef-
fect of globalization with the other side of globalization processes. Globalization flows have 
enabled contemporary terrorism a high degree of dispersion and organization, the use of 
all the advantages of globalization and modern technological achievements, the use of large 
financial resources acquired through money laundering and manipulation. The advantages 
of technology in globalization have changed earlier rare appearance of terrorist leaders in 
television networks and replaced them with broad television distribution, backed up by In-
ternet networks.

However, a high level of modern technical equipment today is a prerequisite for organ-
izing preventive fight against terrorism.

It is a big question will the contemporary great war against terrorism in the world bring 
results? Smart intelligence, infiltration and surveillance of suspected groups is on the scene, 
that is, creative, extensive, offensive and continuous work, combined with the complete net-
working of all actors and rapid information exchange.

Parallel globalization and rapid world progress have jeopardized the natural slow adap-
tation of individual, collective, religious, cultural and national identities. As contemporary 
social and certain psychological factors have mutual effects that lead to terrorism, the result 
of this is personal and collective, inadequate rational and irrational resistance as an extreme 
reaction. The inadequacy of terrorist acts reverses and undermines the basis of democratic 
societies, coupled with fear, violence, aggression, attacks on innocent, manipulation, viola-
tions of basic human rights.

However, today’s analytic frameworks should include a good knowledge of identity, in 
order to make medium-term and long-term plans for the fight against terrorism. The lack of 
long-term forecasts results in insufficient concepts and models of the fight against contem-
porary terrorism.
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All of the above would affect the protection of the world’s population, the positive ef-
fects of globalization and the material achievements of the modern world. This different 
kind of view should be used in making security plans.

This paper suggests that, at the very beginning of making plans for the fight against 
terrorism, one should not forget about identity, that it is necessary to analyze the current fac-
tors and the conditions, in which concrete countries are located, and to analyze and consider 
possible threats to individual identities. The analysis of these data at the multidimensional 
level would bring suggestions in terms of the most rational and most adequate solutions, 
both on a preventive and repressive plan in countering terrorism.
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Abstract:  This paper deals with the institution of the common law marriage. The author gives an 
overview of the position of the common law marriage in Family Law and compares it with the status of 
the common law marriage in the Inheritance law. The author speaks of the justification of introducing 
into the legal succession order of a spousal partner. Many extra-marital partners do not think about 
their rights because they perceive an extramarital community as a provisional way toward establish-
ing a marriage. The paper presents the features of the extramarital community, the regulation of the 
out-of-wedlock community in comparative law and the reasons for changing and supplementing the 
legitimate position of the extra-marital partner.
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INTRODUCTION

Through the history of human civilization, man as a social being has always had a 
need for communion, since the creation of a community of life was the path not only to the 
existence of a family as the basic cell of society, but the community was a way of promoting 
society itself. The community, above all between a woman and man, and then the develop-
ment of the family was the answer of man to the numerous challenges posed before him by 
the emerging society. The community of life was a two-fold mirror through the institution 
of marriage and through the extramarital community. The beginnings of the institution of 
marriage date back to the original community.1 According to the words of our academician 
Vladeta Jerotić, the appearance of the marriage at that time is not very clear, the big ques-
tion is whether the marriage originated from a polygamous promiscuous society or from the 
very beginning it looked the way it is recognized by contemporary rights. What is certain 
is that both marriages and extramarital communities have been a way of connecting a man 
and woman to a spiritual and physical bond for the community of life, the birth of children 
1  The marriage of a man and a woman was a significant step in the development of social, 
economic and family relations. From that marriage, what we nowadays call monogamous marriage has 
developed. See about development of the institution of marriage (Deretić, N. 2011).
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and the expansion of the family. According to the Prof. Panova, the basic foundation of 
both marriage and extramarital community are a community of life that is “the legal frame-
work in which various spiritual, aesthetic, ethical, emotional ... content can occur” (Panov, 
S. 2013).

The extramarital community followed the developmental path of the institution of 
marriage, appearing with more or less success through history as a pendant to formalism 
of the institution of marriage. There are no fundamental differences between these two in-
stitutions, and both are characterized (or should be characterized as which is underlined by 
B.K.), mutual love, respect, loyalty, help and mutual forgiveness. In the modern world, an 
extramarital community is a generally accepted form of union between a woman and a man. 
It is somewhat widespread, and it is an alternative to marriage, and is sometimes seen as 
a temporary substitute or predecessor to a marriage. Perceived traditionally, extra-marital 
community is characterized by three things: informality of origin and cessation, element of 
sustainability and community of life of two persons of different sexes. The durability of a re-
lationship between a woman and a man is a conditio sine qua non for the emergence of legal 
consequences that the equals extramarital community to marital community.

Even today, when a contemporary society is surrounded by rules and beliefs, the ex-
tramarital community experiences a renaissance, many spousal partners are unaware of 
their legal rights, many still think that their rights are less or just similar to the rights of 
spouses. Many extra-marital partners do not think about their rights because they perceive 
an extramarital community as a provisional temptation to establish a marriage.2 And what 
is the situation regarding their rights in the positive legislation of Serbia? f we start from the 
fact that we have previously stated that living in an extramarital community is not materi-
ally different from marital life, then it is not surprising that our legislators extend the legal 
consequences of marriage to the extramarital community, not only in the family sphere. 
Namely, it is indisputable that the extramarital community is the dominant institution of 
the Family Law and that the legislator in the family sphere struck the seal and formed the 
institute of the extramarital community, but the legislator extended the legal consequences 
of marriage to extramarital community in many other areas of civil law as well.3 Following 
this analogy of the legislator, the purpose of this paper is to raise the question of the justifica-

2 On the relationship between marital and extramarital community and the question of whether 
a modern marital union represents an alternative to marriage, see: (Hayward, J. and Brandon, G. 2011).
3 According to the applicable Civil Procedure Code, the extramarital partner is mentioned 
in the section dealing with the institution of exemption or exclusion of a judge. Accordingly, a judge 
cannot exercise judicial duty if his party, legal representative of the party or the proxy of the party is his 
spouse or extramarital partner. In addition, in the part dealing with evidence, the legislator stated that 
the witness may deny answers to certain questions if he, with his answer to those questions, presents a 
serious shame, substantial property damage, or the prosecution of his spouse or extramarital partner. 
See Articles 67 and 249 of the Law on Civil Procedure, (“Official Gazette of the Republic of Serbia”, No. 
72/2011, 49/2013 - CC decision, 74/2013 - decision CC and 55/2014); In the law of obligations in the 
part dealing with persons entitled to financial compensation in the event of death or serious disability, 
the legislator states that the compensation can also be awarded to the extramarital partner (in contrast 
to litigation, here the legislator uses the terminology of the extramarital partner). It also states that 
obsolescence does not run in an extramarital community as long as that community exists. See Articles 
201 and 381 of the Law on Obligations, (“Official Gazette of the SFRY”, No. 29/78, 39/85, 45/89 - CCY 
Decision and 57/89, “Official Gazette of FRY”, No. 31/93 and “Official Gazette of SCG”, No. 1/2003 - 
Constitutional Charter).
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tion of the spread of the legal consequences of the extramarital community in the inherent 
legal sphere.

REGULATION OF EXTRAMARITAL COMMUNITY

In our positive law, the extra-marital community, together with the marital communi-
ty, has been presented as a constitutional category.4 Thus, according to the current Constitu-
tion5, it is stated that the extramarital community is equalized with the marital community 
in accordance with the law. This second part of the constitutional formulation “in accor-
dance with the law” means that the constitutional provision is only the basis for regulating 
the legal consequences of the extramarital community, and that it leaves only the essential 
equalization to the relevant legal regulations.

The marriage law regulating the institute of marriage and extramarital community is 
the Family Law. In its text, the Law has regulated the extramarital community in a way that 
it is a more durable community of life for a woman and a man between whom there are no 
marital disturbances. The extramarital partners have the rights and duties of the spouse 
under the conditions stipulated by this Law.6 We see that the Law on the existence of an 
extramarital community presupposes the existence of three key elements:

1. Community of life

2. Duration

3. The absence of marital interferences

The community of life includes the totality of relationships and needs that occur betwe-
en a woman and a man. It must be based on the principles of equality and respect for extra-
marital partners, mutual help and emotional connection. (Kašćelan, B. 2014). It should be 
borne in mind that this is a community of two persons of the opposite sex, therefore the Law 
does not recognize the community of two persons of the same sex. The community of life 
produces different effects in relation to marriage, i.e., extra-marital community. Namely, the 
community of life is a condition for the emergence of an extramarital community; it cannot 
exist without it, unlike the marriage where the community of life arises as a result of marri-
age, but marriage can exist without a community of life.

Regarding the duration for the life of the community, our legislator decided that the 
term of the community should not be limited by the Law, but that the case law interprets7 
this legal standard in accordance with the circumstances of the case. Thus, by introducing 
the term, the legislator avoided determining what is to be considered under that term, which 
4 Art. 62 Constitution of the Republic of Serbia, (“Official Gazette of the Republic of Serbia” No. 
98/2006).
5 Unlike the 1990 Constitution of Serbia, which does not mention the extramarital community 
in its text, by the Constitution of 2006, the extra-marital union was elevated to the level of the 
constitutional category. This gave an open possibility to the family law of the family area, but also to all 
other related branches of law, to regulate this category more closely by legal regulations.
6 Art. 4 Family Law, (“Official Gazette of the Republic of Serbia”, No. 18/2005, 72/2011 – st. law 
and 6/2015).
7 It is an interpretation of the legal standard “more durable”: (Draškić, M. 2011).
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in our opinion means that the period of time is not crucial, but it emphasizes the need for ex-
tramarital partners to declare their intention to the durability of their community. (Panov, 
S. 2010). In comparative law, we have an example of Croatia that introduced a timeframe of 
at least three years in a new family law and it is shorter only if a common child is born in 
the community. This temporal determination however, did not arise as a need to harmonize 
court practice, but, on the contrary, the legislator thereby confirmed the standard that was 
adopted in court practice. (Lucić, N. 2006).

Matrimonial interferences are identical as when disabling the conclusion of a valid 
marriage (marriage, inability to reason, kinship, guardianship, legal minors and lack of 
will). However, in the Draft of the Civil Code, this term is interpreted narrowly, so it is stated 
that the extramarital community will not exist if there is a marital interference between 
the spousal partners of kinship in prohibited degrees and marriage. 8 So, when it comes to 
extramarital partners who are close blood relatives or married, such a community will not 
produce any family legal effects, and all disputes related to the consequences of such a com-
munity will be resolved according to the rules of civil law. (Kovaček Stanić, G. 2002).

INHERITANCE-LEGAL STATUS OF COMMON-LAW PARTNER

The right of inheritance is one of the most important subjective rights. The inheri-
tance inherent in itself implies the achievement of a wider social value, because inheritance 
achieves legal certainty. This means that the inheritance of material goods maintains the 
social stability of society, but inheritance law shows a wider significance because it also con-
tains moral and psychological component acting within the family.

The inheritance includes legal relationships that are not quenched by the deaths of nat-
ural persons who were the bearers. On the contrary, inheritance regulates “the transfer of 
property and possibly other rights, from the testator, at the time of his death, to his succes-
sors”. (Antić, O. 2009). In our positive law there are two grounds for inheritance: a person 
can inherit either by law or by the will.

Regarding legal inheritance, it should be emphasized that legal inheritance is based on 
two facts: the facts of kinship (blood and civil) and marital relation. Therefore, the person 
who pretends to be the legitimate successor of the testator must be either related to the tes-
tator or in a marital relationship. This raises the question of what is the legitimate position 
of the extramarital partner in terms of legal inheritance. The Constitution, let us remind, 
by equalizing the marital and extra-marital relationship, created the conditions for further 
action of the legislator in this field. In this regard, the marital law of the extramarital com-
munity is The Family Law, (after the adoption of the new Constitution), made equalization 
in the property and personal-legal sphere. On the other hand, the Law on Inheritance does 
not recognize the extramarital community and, as we have noted, when inheriting, only the 
fact of kinship or marriage is taken into account.9 One can raise the question of the justifi-
cation of this inherent legal solution, given that eleven years after the adoption of the Law 

8 Article 2215 Draft of the Civil Code of the Republic of Serbia, 2015
9 The first legacy order is made by the descendant’s offspring and his spouse. They inherit in 
equal parts. In certain cases, a spouse may also appear as a member of a second inheritance order. See: 
Art. 9 Law on Inheritance, (“Official Gazette of the Republic of Serbia”, No. 46/95, 101/2003 - decision 
of the CCRS and 6/2015).
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on Inheritance; the new Constitution came into force. Relationships that exist in marriage 
and the extramarital community do not essentially differ, and in either case the marital 
or extramarital relationship must be regarded as a strong basis for a hereditary-legal posi-
tion. This attitude is a consequence of changed social circumstances, which no longer regard 
the extramarital community as an immoral and unacceptable community of life. In today’s 
world, the extra-marital community and its property-law consequences must not be ignored 
and left to regulation through general rules of civil law.

Special attention should be paid to the frequency and presence of the extramarital com-
munity in our society. In this regard, it is especially important that the Republic of Serbia’s 
Statistics Office for the first time in 201110 was taking into account the existence of an extra-
marital community. Thus, the statistics of the Institute contain data on persons living in the 
extramarital community and were obtained on the basis of statements by the persons about 
the factual marital status.

Table 111: gives a cross-section of the population by age according to the areas of the Republic of 
Serbia living in the extramarital community:12

REGION-AREA TOTAL 15-19 20-24 25-29 30-39 40-49 50-59 60-
MORE

AVERAGE 
AGE

REPUBLIC OF 
SERBIA 236063 5498 19534 34658 70663 48302 34619 22789 40

BELGRADE REGION 60029 871 3810 9329 19354 12366 8710 5589 40
VOVODINA 
REGION 78240 1736 6564 11207 22344 16354 11836 8199 40

ŠUMADIJA AND 
WESTERN SERBIA 
REGION

42938 1144 3684 5787 12295 8865 6893 4270 40

SOUTH AND EAST 
SERBIA REGION 54856 1747 5476 8335 16670 10717 7180 4731 39

As we can see in the table in total in the Republic of Serbia in 2011, there were more 
than 230,000 persons living in an extramarital community. The most of extra-marital part-
ners were on the territory of the Region of Vojvodina and the least on the territory of the 
Region of Šumadija and Western Serbia. When it comes to age, the extramarital community 
is the most represented among extramarital partners who are between the ages of 30-39. It 
should also be noted that the average age of extra-marital partners is 40 years.

What do these figures show us? Firstly, these figures must be the starting point for the 
legislator when addressing the legitimate issues of extramarital partners. In this sense, such 
a significant number of persons living in an extramarital community points to the need to 
settle their right of inheritance. If the content of the relationship in an extramarital com-
munity has all the characteristics of the marital community, on the basis of equity, inherited 
rights should be recognized to the extramarital partners.

In previous jurisprudence, there were cases where courts had to decide whether the 
10 Statistical Office of the Republic of Serbia, Census of Population, Households and Flats in 
2011 in the Republic of Serbia, p. 15.
11 The table was made on the basis of the data contained in the 2011 Census of Population, 
Households and Dwellings.
12 The 2011 Census of Population, Households and Flats was done without taking into account 
the Region of Kosovo and Metohija.
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surviving extramarital partner had the right to succeed his/her deceased partner. Thus, in 
one case13 the surviving extramarital partner complained about the inheritance decision by 
which the testator’s property was given based on the inheritance to the deceased’s mother. 
The Court of Appeal, however, correctly noted that the appeal by the surviving extramarital 
partner was illegal because it did not fall within the legal order of the heir. We think that 
this attitude is right, and that interested persons cannot refer to the provisions of the Family 
Law and the Constitution. First, because the Family Law equated marital and extra-marital 
partners only in terms of common property and in terms of support, but not in terms of in-
heritance. Also, referring to constitutional provisions is lacking, because although the Con-
stitution guarantees their equivalence, it does not enter into the content of this guarantee. 
This means that the Constitution only recommended the relevant laws to determine the 
content of that right. Accordingly, the Inheritance Law did not recognize hereditary rights 
to the extramarital partner.

When standardizing an extra-marital community, the legislator should take into ac-
count the trend of increasing the popularity of this community, the reasons why people 
decide to set up an extramarital community and, accordingly, regulate their relations in 
all areas of law. First of all, this refers to the Law on Property Tax and the Law on Pension 
and Disability Insurance. The Law on Property Taxes in Article 21 lists persons who are not 
taxpayers of inheritance tax and in which cases the inheritance tax is not paid. (Kašćelan, B. 
2016). These persons are the successors of the first order, the spouse and the parent of the tes-
tator. It should be noted that tax exemption is done only completely; therefore, the law cited 
does not recognize the term tax exemption. Tax exemptions have in mind the classification 
of legal successors under the inheritance law which, as we have said, does not recognize 
hereditary rights to the extramarital partner. Accordingly, the opinion of the Ministry of Fi-
nance14 stating that there are no grounds for exempting the obligation to pay the inheritance 
tax and the gift between the extramarital partners. Also, according to the provisions of the 
Law on Premises on Property, the extramarital partner does not have the right to exemption 
from the tax when purchasing the first apartment. In other words, the Law envisaged the 
possibility of exempting the tax on the transfer of absolute rights to the first-time purchaser 
of an apartment as well as to members of his family household, but according to Article 31a 
of that Law, the extramarital partner is not considered a member of the family household.15 
According to the Law on Pension and Disability Insurance,16 the extramarital partner does 
not have the right to family pension, as the Law does not recognize him as a family mem-
ber of the deceased insurer. Namely, Article 27 of the Law states that the right to a family 
pension can be realized by the extramarital partner of insured person in addition to other 
family members. A divorced spouse also has the right to a family pension, provided that the 
right to support was granted by a court decision. However, the Law did not recognize this 
right to the extramarital partner of the insured.

13  Decision of the District Court in Čačak, Gz. 454/2007.
14  Opinion of the Ministry of Finance, no. 430-00-00007/2013.
15  Opinion of the Ministry of Finance, no. 413-00-0187/2007.
16  Law on Pension and Disability Insurance, (“Official Gazette of RS”, no. 34/2003, 64/2004 – 
decision of CCRS, 84/2004 - st. law, 85/2005, 101/2005 - st. law, 63/2006 – decision of CCRS, 5/2009, 
107/2009, 101/2010, 93/2012, 62/2013, 108/2013, 75/2014 and 142/2014).
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Table 2: contains the review of persons living in an extramarital community by age and gender:

What is very interesting and what we see from the table is the relationship in an extra-
marital community between a woman and a man according to age. We see that in an ex-
tramarital community, when the age of a person is between 15 and 30, as a rule, a woman is 
an older extramarital partner, while for those aged between 30 and 65 and older, the elderly 
extramarital partner is a male. From these figures, we see that in practice, the extra-marital 
community follows the principle of monogamy, that it represents a living community of two 
persons.

Regarding the inherent legal position of the extramarital partner in the domain of le-
gal inheritance, due to all of the foregoing, we consider that the inheritance law should be 
changed in the domain of the legal successor in a way that the extramarital partner would 
be recognized as the successor of the first and second legal inheritance order. A provision in 
the Inheritance Law that would regulate the position of an extramarital partner should also 
define the concept of extramarital community. Unlike the Family Law, we think that the 
definition should include the precise duration of the community without the introduction 
of a legal standard “more permanent”. Consequently, we suggest that the definition of extra-
marital community is considered to be a woman and a man who lasted at least three years or 
less if there is a common child and there are no marital disturbances. It is undoubtedly that 
such a community must last longer in order for there to be a serious intention of extramari-
tal partners at all. How long it is “longer” is for the legislator to decide, but the difference 
must be made within the duration, and consequently the extra-marital community in which 
a common child exists may last for less than three years.17 This would deprive the court of 
an arbitrary interpretation of the legal standard “more durable”, which, irrespective of pos-
sible criticism, would nevertheless affect legal certainty. (Svorcan, S. 1999). The question can 
be posed as to how the court practice responds to the three-year deadline, bearing in mind 
the provisions of the Family Law. There is no doubt that the Family Law is lex specialis in 
relation to the Inheritance Law, but the amended Law on Inheritance would be lex posterior, 

17  A common child is the best example of the intention and determination to build a community 
of life between extramarital partners, so the durability is therefore shorter.



Balsa Kascelan
78

which should be an indicator for both the courts and public notaries who are conducting the 
process of inheritance.

The extramarital partner would have the same hereditary rights as the marital partner 
under the conditions stipulated by this Law. In this sense, a spouse would enter the circle 
of legal successors, both of the first and second inheritance order. The common law partner 
would have the same rights as the descendants of the testator, which means that the testator 
would be inherited by his children (natural and civil) on equal parts, i.e. the extramarital 
partner. Also, an extramarital partner would also be called upon to inherit in the second 
hereditary order along with the parents of the testator. Just like with the spouse, the rules 
for increasing or reducing hereditary benefit would apply to the extramarital partner. Re-
garding the loss of the legitimate inheritance of the spouse, the legislator made it clear that 
the inheritance of the spouse ceases in the event of divorce or in the event of the annulment 
of the marriage, since the marital relationship disappears which is one of two grounds for 
entering the circle of legal successors. Consequently, the common-law partner would lose 
the right to inheritance in the event that his community of life with the testator was perma-
nently stopped. The community of life is the goal and way of survival of the common-law 
community, and its termination would lead to the disappearance of a link that allows the 
extramarital partner to enter the circle of legal heirs.

In order not to ignore any other basis for calling upon inheritance, it should be said 
that even under the current positive law, a common-law partner may be an heir, but only in 
the case of testamentary inheritance. In our right, apart from the law, there is also a testa-
ment18 as the basis of inheritance, so that the testator could appoint as its successor the ex-
tramarital partner. Therefore, if a person is older than fifteen, it can divide the property by 
the testament in a different way than the law stipulates, because the status of the heir is not 
influenced by either blood relation or marital relationship, but only by the will of the testa-
tor itself.19 The testator is free to change what he stated in the testament provisions later on, 
thanks to which his testament is always his last will.

THE POSITION OF A COMMON-LAW PARTNER AS A LEGAL 
SUCCESSOR IN COMPARATIVE LAW

Here we will only look briefly and look at the solutions of the countries in the region 
when it comes to the position of the extramarital partner as a legal successor. As examples 
we will take inheritance solutions in Croatia, Montenegro and Macedonia. In modern legal 
systems of European continental law, the legislator prescribing provisions relating to legal 
inheritance takes into account different facts and creates a circle of persons who can legally 
inherit the testator on the basis of them.20 The foundation of the institution of legal inheri-

18  “The inheritance testament creates rights and obligations that can always be expressed 
proprietary directly or indirectly”. (Antić, O. and Balinovac, Z. 1995).
19  Even in Roman law, Law 12 tables declared the will of the testator for the law. At that time, 
freedom of testing is generally accepted, but this does not mean that there were no “extraordinary 
mechanisms: religion, morale, public opinion, censorship notes and they are sufficient to ensure respect 
for some generally accepted principles.” (Stanojević, O. 1998).
20  See the impact of the fact of kinship, marital relations, extramarital community, support, and 
so on. to the legacy hereditary rights in Serbian and European law. (Vidić, J. 2005).
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tance has long been a blood relation. However, the circle of legal heirs does not coincide with 
the circle of the deceased’s blood relatives for two reasons. First, the circle of legal heirs is 
narrower because not all blood relatives are simultaneously the legal heirs of the deceased. 
Second, today, along with blood, there is also a civil bondage, and the marital relationship 
and the extramarital community also play a significant role in creating a circle of legal suc-
cessors. To conclude, contemporary European rights in determining which persons can le-
gally inherit the deceased primarily derive from kinship (blood and civil), marital relation-
ship with the deceased and permanent marital community of a woman and a man.

The Law on the Inheritance of Croatia foresaw the entry of an extramarital partner into 
the circle of legal successors. In order for the deceased’s extramarital partner to inherit, he 
must, at the moment of the death of the deceased, be with him in an extramarital union. 
Also, the Law provides for certain conditions21 that the community must fulfill. One of these 
conditions is the legal standard “for a longer time”, the legislator leaving the possibility of 
arbitrary interpretation to court practice.

According to the Law on Inheritance of Montenegro, legal successors are divided into 
hereditary ranks, taking into account the degree of kinship and marital relationship, or the 
common-law community. Unlike the Serbian Inheritance Law, in Montenegro, the number 
of hereditary orders is limited to four. The common law partner appears as the successor to 
the first and the successor of the second order. This means that in Montenegro, the com-
mon law partner in terms of legal inheritance is equal in full with the spouse. (Antić, O. 
and Kadić, Lj. 2012). In Montenegro as well, the legislator also foresaw the fulfillment of the 
necessary conditions in order for one community to be considered as a common law com-
munity.

According to the Law on the Inheritance of Macedonia, there are three hereditary or-
ders, and the spouse appears as a member of the first and second order. In relation to inherit-
ance, the Macedonian law equaled extramarital and marital kinship, but did not recognize 
the right to the extramarital partner be a legal successor in the determination of hereditary 
orders. Since the extra-marital community does not produce the hereditary-legal conse-
quences, the extramarital partner may become the successor to the surviving partner only 
in the event of a will. (Mickovik, D. and Ristov, A. 2011).

JUSTIFICATION OF THE INTRODUCTION OF THE EXTRAMARITAL 
PARTNER INTO THE CIRCLE OF LEGAL SUCCESSORS

In this part of the paper we will pay attention to the justification of the proposed 
amendments to successive legislation. First we have to start from the non-conformity of 
parts of civil law in our legal system. This means that with these changes we open the issue 
of non-conformity or harmonization of the hereditary with other branches of civil law.

1. Harmonization of civil law

Harmonization comes from the Greek word Harmonia, which indicates the conformity 

21  For the purposes of this Law, the non-marital union of a single woman and an unmarried 
man, which lasted for a long time, ceased to exist with the testator’s death, provided that the conditions 
required for the validity of the marriage were met. (Gavella, N. and Belaj, V. 2008).
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of certain things or regulations. “In the essence of harmonization, there is a fact of accept-
ing the value criteria that are in the right with which the harmonization is to be carried out, 
and the harmonization, i.e. the acceptance of certain principles that should be adopted in 
certain areas, is the only way or technique for the realization of the value dimension of the 
law.” (Aleksic, S. 2013). As we noted in our paper, the Family Law as the fundamental law 
of the common law community provides for the equalization of the legal capacity of extra-
marital partners and spouses.  Following the legal logic from Family Law, and based on the 
need to harmonize civil law, i.e. the need to adopt regulations that will contain the same 
values, this equalization of extra-marital partners should be implemented in the Inheritance 
Law. Moreover, to the Inheritance Law immanent is an alliance of personal and property 
law philosophy (defining the closeness of kinship and marital status and the quantum of the 
rights to universal succession). Consequently, if Family Law has already won freedom for 
extra-marital partners in the property and personal sphere, then it is quite logical that this 
same principle applies to the Inheritance Law. In this paper, we also looked at the applicable 
rules of the Civil Procedure and Obligation Law that recognize and provide protection to 
the institution of the extramarital community. If so, then this conformity must exist in the 
Inheritance Law which shares the closest relationships and values with the Family Law. The 
axioms are not proven in the law (either).

2. Coherence of civil law

In the past, the Inheritance and Family Law were studied together in a single case. The 
reasons were many, and family rules were of great importance for hereditary right, but also 
because of the coherence22 the Inheritance Law is a natural extension of Family Law. In this 
sense, inheritance is a social function on the basis of which there is a set of property relations 
that were created outside of the family, but the fact that the testator’s relations continue with-
in the family community. This unbroken thread is reflected through two legal statuses of a 
particular subject, inter vivos and mortis causa. The subject of these relationships should en-
joy the same degree of protection in one and the other legal sphere as it requires discipline of 
legal logic. In the Family Law there is a full equality of the common law community in legal 
capacity with marriage. However, in the legal environment of the mortis causa, such equi-
librium does not exist. For both spouse and a common law partner, the relevance of a legal 
relationship exists for both inter vivos and mortis causa relationships. If there is such logic, 
then it is to be expected that the extramarital partner has the rights that he has achieved in 
the sphere of inter vivos also in the sphere of mortis causa. But the expected step of the leg-
islator in the inheritance area is absent. On the contrary, the institution of the extramarital 
community is almost ignorant to the following law. The legal status of extramarital subjects 
in the sphere of relationship of mortis causa is therefore unjustly dissonant in relation to the 
legal position of extramarital spouses inter vivos. There is no legal or life logic, that freedom 
of choice is allowed at one stage, and in the next time interval, without justifying additional 
facts, it is denied, that is, ignored.

3. Essential sameness

If we leave aside the formal framework for the realization of the community of life, we 
will see that the fundamental characteristic from which the source of the rights and obliga-
22  Coherence, connectivity, natural connection, be connected, bound, etc. (Vujaklija, M. 1980). 
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tions of spouses is derived is the realization of a community of life. Marriage can formally 
exist, but if there is no community of life, the substance of marriage is not realized. When 
it comes to extramarital community, we see that it requires the same fundamental element 
that exists in marriage. Consequently, the law not only needs but also needs to justly regu-
late the rights and duties of extramarital partners. Justification implies that the legislator 
has the right to give each subject the right he deserves and, in that he or she in essentially 
the same situations is treated in the same way. Today we are witnessing that the number of 
extramarital communities is increasing either as a predecessor to a marriage or a replace-
ment for a marriage. Therefore, this significant number of extra-marital partners requires 
socially responsible workers to legally regulate their legitimate interests, their justified legal 
and life aspirations.

CONCLUSION

There are no fundamental differences between marriage and common law commu-
nity, both of which are characterized by mutual love, respect, loyalty, help and mutual for-
giveness. In the modern world, an extramarital community is a generally accepted form of 
union between a woman and a man. It is somewhat widespread, and it is an alternative to 
marriage, and is sometimes seen as a temporary substitute or predecessor to a marriage. The 
Family Law as the Marriage Law and the Basic Law, in which the common law community 
is located, provides for the equalization of the legal capacity of extra-marital partners and 
spouses.  Following the legal logic from Family Law, and based on the need to harmonize 
civil law, i.e. the need to adopt regulations that will contain the same values, this equaliza-
tion of extra-marital partners should be implemented in the Inheritance Law. In both mar-
riage and common law community, the essential characteristic from which various rights 
and obligations of spouses/extramarital partners spring is the realization of a community of 
life. Regarding this, the legislator should not only but also needs to justly regulate the rights 
and duties of extramarital partners. Justification implies that the legislator has the right to 
give each subject the right he deserves and, that he or she in essentially the same situations 
is treated in the same way. Today we are witnessing that the number of extramarital com-
munities is increasing either as a predecessor to a marriage or a replacement for a marriage. 
Therefore, this significant number of extra-marital partners requires socially responsible 
workers to legally regulate their legitimate interests, their justified legal and life aspirations.
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Abstract:  It is known that personnel processes are very complex and that their designing is different 
in relation to other organizational resources and potentials. Each element of this process is significant, 
because if deformation occurs in one, serious consequences are often caused with incalculable 
consequences on other elements. It turns out that the greatest attention in management literature 
and business practice is dedicated to recruitment, selection, acceptance and training of staff, because 
it starts from the view that these elements directly affect the business results. In this context, these 
processes are theoretically processed, and various techniques have been developed for its efficient 
implementation, such as: biography analysis, admission tests, interviews, problem solving, trial 
work, and so called unconventional techniques, such as: polygraphic and graphological testing, use 
of astrology, etc. The goal is to make the right selection and choose the right person for a specific job. 
Contrary to the above, the last element of the personnel process is conditionally stated “dispatch” of 
personnel to which the management literature has not dedicated even minimal attention, although this 
element is significant as others, because each admission is followed by a certain departure and there is 
no admission without leaving, i.e. departure without admission. Anyone who has been admitted must 
be adequately discharged, and those who leave must have previously been admitted, which in the best 
way indicating the causative consequential connections and relationships of the above phenomena. 
The reasons for these should be sought in reasoning in order not to have to deal with those who depart 
at any ground, because they are past, and the one who deals with the past as a rule loses the future, 
especially if they leave with their own will. However, leaving or departing a company on any ground 
must be subject to specific analysis, whereby different tools or techniques can be used, such as: exit 
tests, written reports, interviews, engagement of special agencies and specialists who can successfully 
test the reasons for people leaving, the satisfaction of the outgoing people, etc. This is a very efficient 
instrument of organizational learning, because, on the basis of the output documentation, there are 
possible mistakes in the management or organizational structure to be perceived, especially when it 
comes to the large fluctuation of employees. Diagnosing the causes why employees leave the company, 
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or dissatisfied leave by the force of law, or why they leave with their own will from the organization, is 
a far more sophisticated way of learning and improving the organization than any other element of the 
personnel process. The aim of the paper is to point out the instruments and techniques that can be used 
in researching the “dispatching” of employees from organizations, as the final stage in the personnel 
process, in order to eliminate the reasons why employees leave, or causes of dissatisfaction if employees 
leave with their own will or by the will of employers and management, i.e. to point out an efficient way 
of organizational learning based on the analysis of the output documentation.

Keywords:  Personnel processes, “dispatching” of personnel, personnel fluctuation, exit tests, exit interviews

1. INTRODUCTION

It has already been noted that the personnel processes are very complex and dynamic, 
among other things, because they are related to people, who are, as a rule different, have 
different desires and motives, react in different ways to one and the same thing and act in ac-
cordance with their interests. Therefore, a person is a social, but also interest being, which is 
often neglected in human resources and human resources management, leading to numer-
ous problems in the relationship between employees and management, that is employers, 
especially in personal interests of employees are neglected. 

Interest is a significant cohesive tissue that connects people to work together, in order 
to better realize their own interest. The reason for leaving or departing a company is most 
common in the sphere of interest, that is, in: higher earning, a better perspective of advanc-
ing the stairs of the hierarchical pyramid, a more interesting travel related business, and the 
possibility of acquiring additional knowledge from contacts with foreign partners, better 
interpersonal relations, etc. If in the human resources of a company the interest character 
of a human as a reasonable living entity is neglected, it is possible to create personnel policy 
and philosophy that will not be in the function of increasing organizational performance 
and greater employee satisfaction.

Departure or abandonment of the firm is a sad act for every employee and it is in an 
administrative proportion with the length of time spent by an employee in an organiza-
tion, because each change carries risks, especially when it comes to the new environment, 
whether it will be accepted and whether the individual will accept new rules, organizational 
climate, employees, etc.

Leaving the company is unpleasant for organization or management, especially in the 
case of quality workers, people who knew their business but who had a collective spirit and 
emitted positive energy in their work and communications with others. The management 
needs to fill in the place of the outgoing worker, and the question is how will the newcomers 
show themselves and how quickly they will be able to perform tasks and jobs, as his prede-
cessor did, which is the issue of labour productivity. Wise managers will rather make efforts 
to maintain a quality worker, at the cost of meeting his requirements, rather than accepting 
a new, unknown for both employees and management.

In the Republic of Serbia, there is still not enough attention paid to personnel and staff-
ing. This function is ideologized and politicized to the extent that there is no personnel 
policy as a result of managerial management activities and which would be in the function 
of achieving the set goals and achieving business success. Accordingly, there was little ac-
counting for the admission, introduction, training, use and dismissal of workers, and where 
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the personnel processes were normatively regulating this area, their practical application 
was lacking. This applies in particular to conditional release or dismissal, whether volun-
tary, departure due to statutory or other regulations (retirement) or forced departures, such 
as dismissals by the employer. It turns out that research on this topic was not carried out 
in R. Serbia, or they were not sufficiently transparent, or accessible to scientific and profes-
sional literature (Ž. Radosavljević, 2007).

Contrary to the above, in large companies, discharge, or escorting personnel, proper 
attention is paid, although this is conditioned by a number of factors, primarily organiza-
tional culture, professionalism of management and developed practice on this issue. There 
are standards and procedures here, clearly detailed output documentation, procedure and 
outcome test results, interviews and written reports, and the authority to whom the outgo-
ing documentation is delivered, that is, the handling of the outgoing documentation in the 
elimination of the causes for which people are leaving, or the reasons why they are leaving 
the company dissatisfied. In other words, this analysis of outgoing tests, interviews, written 
reports, or agency research of learning sources is often very cheap, but very efficient and ef-
fective. Some companies organize the collection of output documents for outgoing workers, 
but they do not use them to improve organizational performance, while other organize and 
use them to eliminate the causes that lead to the departure of employees.

The outgoing test and the satisfaction survey of outgoing employees in the R. Serbia has 
not been applied even when it comes to managers, even to those who made significant results 
since the founding. It has been shown that interviews and outgoing tests were not performed 
with exceptionally successful managers, but they often left dissatisfied, just because they 
were successful. It is clear that these surveys do not have any benefit for outgoing personnel, 
but they can be useful for the organization, but also for those who stay in the company, or 
who will be employed in the company.

This issue gets especially important, if there is a large fluctuation of managerial leading 
personnel and especially with managers who leave with their will from the company. An 
example of the outgoing selector of the national football team of Serbia in 2017, who after a 
decade secured Serbia’s place in the world championship, confirms it best. While Germany 
has changed nine selectors in 90 years, Serbia has changed the number of selectors in ten 
years. The scant explanations of the selector’s reasons for leaving create a space for manipu-
lation. A similar situation exists in business organizations. One thing is certain, and it’s a 
bad practice to change individuals even when they achieve great results, because someone 
will find it difficult to decide to take responsible positions if someone can “chase him out” 
of the organization even when he achieves remarkable results. The load is certainly also on 
the one because of who the coach has left his / her position, that is, the one that inherits the 
successful coach, especially if new people do not achieve the expected effects. 

Companies in Serbia who tried to conduct outgoing management tests were in doubt 
about who should organize and conduct the test, how to design the test, when to organize 
it, where to organize it, to whom to deliver the test results, or how to process the results of 
the test, and finally how and where to keep them, and how to use them for learning and 
acquiring new knowledge. With each of the above questions, it is useful to add a question: 
why, or why it should be organized by precisely that body, not someone else, why organize 
it precisely then, why deliver the test results to it, etc. Without going deeper into this issue, 
the strategic level test should be organized and implemented by the managing authority, that 
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is, the one who appointed the top management, and for the lower levels this role should be 
taken over by the managing director. 

2. RESEARCH AND RESULTS 

The research in this paper included 158 respondents, of which 88 voluntarily left the 
company, 42 respondents who left the company under the law of retirement or other legal 
regulations and 28 respondents who left the company due to the termination of their em-
ployment contract by the employer or management. The total number of respondents is 158.

The basic hypothesis starting from in this paper is: In the republic of Serbia, the out-
going test, or an interview to determine the cause of leaving the company by quality outgo-
ing workers, was not applied even to a minimum extent, thus missing a significant basis 
for creating an organizational environment that would reduce the departure, or outflow or 
fluctuation of quality personnel.

Auxiliary hypothesis 1 reads: Readiness to outgoing test is conditioned by the reasons 
why employees leave the company. The smallest degree of relevance for an outgoing test, or 
an interview, is indicated by those who are terminating the employment contract, while the 
highest degree of readiness is expressed by those who voluntarily leave the organization, or 
outgoing personnel due to legal regulations.

Auxiliary hypothesis 2 reads: The willingness to be tested and objectivity of the test or 
interview depends also on the professional qualifications in all the reasons for leaving the 
company, since it is the assumption that the highest readiness at the interview is expressed 
by those with a high degree of qualification and who voluntarily left their company.

The auxiliary hypothesis 3 reads: The level of satisfaction of employees and outgoing 
workers in Serbian organizations is very low, which diminishes the willingness of outgoing 
employees to provide a quality and objective exit interview, test, or other form of informing 
management.

The research was carried out on the basis of: an outgoing test- a closed-type question-
naire, in which for each question, the offered answers were provided to which the respond-
ent was supposed to circle the appropriate answer.

The research was carried out in the period from September 1 to October 31, 2017.

2.1. Research of outgoing instruments in companies on a global scale 
The fact is that highly developed countries have the most developed and most success-

ful management. Although the classic way of organizing and managing still dominates in 
this management, in most of the world’s market countries, there is almost a crystalline at-
titude that the key factor of modern success lies in human potentials. In this context, numer-
ous techniques and methodologies for the professional collection of relevant information on 
potential candidates for admission to the organization have been developed, such as: work 
biography, recommendations, psychological tests, interest and knowledge tests, interviews, 
unconventional methods and techniques, trial work, etc. Successful organizations also deal 
with outgoing documentation with the aim of researching and reaching information about 
the impression and satisfaction of incoming people from the company, on various bases. 
Certainly, a comparative analysis shows that theoretical, but also practical documentation 
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and information for entering the organization is far more developed than the output docu-
mentation. 

Research on outgoing instruments at the global level shows heterogeneity, i.e. that the 
results differ significantly from the structure of the respondents, but also that the output 
documents are often not used to improve the conditions of business and to eliminate the 
causes due to which employees leave the company. If that’s the case, it’s minimal, which 
could imply abandoning this learning and organizational enhancement tool. This is con-
firmed by research carried out in Asian Pacific, Central American and South American 
companies. For example: (Spain and Groysberg, 2016, p. 7).

Outgoing documentation of outgoing people from a company makes sense if it produc-
es business effects, or if it can be learned from it. In other words, if outgoing tests, interviews, 
discussions, written or oral reports are systematized and delivered to strategic management, 
conditions are created that they will produce a certain effect, thus fulfilling their purpose. 
Otherwise, the output documents become the purpose and goal of themselves and it is bet-
ter not to undertake any activity on this issue, if knowledge and information are not trans-
formed into actions to improve the organization.

“92% of Asian Pacific companies are carrying out mandatory outgoing interviews, a 
result of a strong labour market in Asia. However, these companies very rarely undertake 
some actions based on the implemented output documentation. It was also found that tests, 
or questionnaires designed to perform exit interviews, are not very applicable in Asian cul-
ture because they have a different understanding of interpersonal relationships, as well as 
a different attitude towards work and organization, and especially when it comes to loyalty 
and responsibility of employees for the results and the reputation of the company. “

Japanese companies have a high level of socialization of the organization. Employees 
in Japan live in a group and for groups and remain loyal to the company even after retiring, 
while leaving the company is a rare case. “Many observers believe that this is a reflection of 
the ingrained cultural features emerging from the Japanese version of Confucianism that 
highlights loyalty. Although in the period from 1955 to 1964, Japan lost more working days 
per worker in strikes than Britain or France, countries in which there was no harmony be-
tween workers and employers. Accordingly, Japanese companies do not have exit tests, or 
interviews, and if that happens, nothing changes significantly in the organization. The situ-
ation is similar with Sweden, which confirms that countries where there is a high degree of 
socialization of labour and in which management professionally carries out tasks from the 
point of view of the social component, there is no need for exit tests (Ha Jun Chang, 2016, 
pp. 278-279).

When it comes to the Central American and South American companies, the situation 
is somewhat different, as about two-thirds of them carry out obligatory interviews, which 
are why they belong to countries, that is, regions with the least use of output instruments. 
The largest use of outgoing interviews and other instruments in improving the organiza-
tional climate and reducing staff outflows has been observed in the United States so that it 
becomes the leader on this issue in the world and the country. The largest number of world 
followers for this, but also other business issues, takes this country for benchmarking.

The implementation and use of output documentation on a global level varies by activ-
ity. The service sector, especially the so-called free professions such as legal advocacy and 
consulting services, accounting financial, insurance, artistic professions, public services, 
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medical and other areas in which the output instruments are least used and applied. This is 
understandable when one takes into account the nature of the activities themselves and their 
relative free functioning. However, these activities depend to a large extent on competent 
employed individuals, and they also use informal forms of employee satisfaction survey and 
take measures to prevent and reduce the outflow of staff. In the case of the intention to leave 
the company, in these activities it is more likely that the reasons for leaving are removed and 
personnel kept in the company, which is understandable, given that it is a very competent 
and also scarce staff. These companies argue that in order to train and create a good lawyer, 
financial expert and consultant, insurance advisers, medical experts and consultants, man-
agement experts, etc. it takes a long time for their creation, and every arrival or reception of 
a new one, as a replacement for a departing worker, is a risky job on various grounds.

The size of a company may affect the need to organize outgoing interviews, tests, con-
versations, and written reports. In the case of large transnational-type organizations, where 
outflows can become a major problem for their successful business, it is almost inevitable 
to organize and conduct outgoing testing. In small companies, there are usually no strictly 
formalized systems and relationships, but informal, often friendly relations, where everyone 
knows more or less all about everyone, and exit testing is not necessary. The reason for the 
eventual departure of the employee would be known to all, thus losing the purpose of the 
exit testing. According to the aforementioned study (Spain and Groysberg, 2016): “about 
87% of output reports of medium-sized companies are part of a mandatory managerial pro-
gram, while that percentage is 77% in large and 66% in small companies.”

Technological and technical equipment may also affect the intensity and dynamics of 
organizing the making of the outgoing documentation. In companies that have greater pres-
ence of people working, where processes are not mechanized and where a greater presence of 
a man is required, there is a greater likelihood of “friction” between individuals, or between 
individuals and the management, so outgoing testing is necessary here, especially if it is 
about a larger and dispersed organization. In organizations where there is a large presence of 
past work, or where there is a higher degree of mechanization, the frequency of testing may 
be smaller, which is logical, since the reliability of each system is greater, if it is dominated 
by a technical factor, mechanization and robotics. It turns out that robots do not choose and 
do not require higher pay, better working conditions, better status, etc. so accordingly they 
cannot choose a company that will provide them with better conditions than the existing 
one. In these circumstances, human potential is more satisfactory, since many operations 
are taken over by machines and robots (Ž. Radosavljević, A man in a highly developed soci-
etal society, 2016, pp. 31-45).

Regardless of the variety of approach and the different treatment of the output docu-
mentation and its usefulness, the introduction of this system is useful because the very idea 
that there is a system of outgoing tests and other documentation is of great value given that 
it creates the impression that management is interested in diagnosing the reasons for fluc-
tuation or abandonment by employees. The dilemma should not be whether exit tests, inter-
views and conversations should be, but rather how to improve these instruments in order to 
be more effective in managing human resources and in general the business of the company. 
This is due to the increasing presence of companies professionally engaged in this business, 
such as: agency, consulting, consulting and others. According to studies by E. Spain and 
B. Groysberg, companies that handle “management consulting use output instruments in 
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about 65% of cases, non-profit organizations in about 57%, while the least presence of 20% 
was recorded in utility companies and in educational institutions in 11% of cases.” (Spain & 
Groysberg, 2016, p. 7-8).

2.2. Researching exit documentation for workers leaving the company 
in R. Serbia

The research of the exit documentation can be done from different aspects and with the 
analysis of various elements. For more precise analysis, the type of exit documentation, exit 
test, exit interviews, written reports, and interviews can be of paramount importance. Each 
of these elements can also be of significance.  When it comes to interviewing it is important: 
who will interview, where and when, whether according to pre-prepared or spontaneous 
questions. The quality, or objectivity of interviews, depends on whether it is performed by 
a direct manager, or senior management, trained personnel from the HR, or this job is en-
trusted to specialized agencies. The situation is similar when it comes to the exit test: type 
of test (open, or closed type) which questions are asked, number of questions, duration of 
testing, individual or group making of tests, etc. (F. Bahtijarević-Šiber, 1999, pp. 939-963). 
In this part, only part of the questions will be addressed, that is, those that show the greatest 
impact on the objectivity of the exit documentation and its further use for learning of both 
the organization as a whole and individually.

2.2.1. Normative arrangement of exit documentation in organizations

The starting point for each activity in the organization is the normative arrangement 
as the basis for each activity. In this context, there are at least two problems: The first is that 
organizations can normatively regulate, or draft, standardize and procedural arrange some 
issues and activities, but that it is not implemented, and it is possible that some issues are 
not normatively regulated, but that they are still realized. Management Science provides a 
number of rules and techniques that allow potential outgoing people, when and under what 
circumstances to leave companies like, “If you decide to leave the organization, do it when 
it’s convenient for you. One should go under the most favourable conditions. One should 
not wait for the situation to become really bad or unpleasant. It is necessary to leave while 
the man is still in the advantage. “ (R.J. Aldag and T.M. Stearns, 1987 pp. 843-844.) 
Successful companies have statutory or organizational issues when leaving or dismissing 
employees, but they consistently implement what they have regulated. They have an exit test 
in the function of organizational learning and organizational performance improvements.

When it comes to Serbian enterprises, there is a problem in the normative, but also 
practical implementation of activities related to departure, leaving, or dismissal from the 
company. Serbian managers do not recognize the need for the normative arrangement of 
the output documentation. In certain statutes in organizations or organizational manuals 
the issue of testing is modestly referred to as testing, or interviewing of outgoing individuals 
from the organization. These are mainly large organizations, that is, systems that in some 
form of direct investment or through joint ventures have established their companies in 
Serbia, which can be seen from the data in the following text.

Out of the total number of respondents who left the firm (158), 91% stated that their 
organization did not normatively regulate some form of interview, exit test, written report, 
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interview, or other forms of access to relevant information about the reasons for leaving the 
company. Only 14 or 9% of companies have in some way regulated the issue of the exit test, 
but none prescribed a mandatory exit test or interview in their normative acts. This area or 
issue is not regulated by any organizational instructions, program, or plan, nor is it as such 
established in organizational systems, which shows that the output documentation is a com-
pletely unknown instrument for determining the situation in organizations by numerous 
elements, in order to improve and enhance individual business elements.

By analyzing 14 companies that have some sort of access to information from outgoing 
people, only one company or 11% belongs to a medium-sized group of companies, while 8 
companies or 89%, and belong to large organizations, measured by the number of employ-
ees. Small enterprises in the survey did not have any respondents who would decide that the 
issue of outgoing documentation was regulated in them. So, only 9% of the respondents stat-
ed that in the normative acts or procedures for leaving, some kind of interviews, farewells, 
interviews, etc. were envisaged. However they cannot be considered as output documents 
that can significantly improve the potential weaknesses in the organization.

This issue is normatively regulated only for those who retire, who leave on the basis of 
professional illness or injuries, but these issues relate to legal frameworks and conditions, 
that is, procedures, which is irrelevant to this paper.

2.2.2. The practice of exit test or interview in Serbia

Serbia, as a country that has been in transition for a long time, does not pay enough 
attention to management, or human resources, as a key factor for any success. It is still 
considered that material resources are decisive for the survival, growth and development of 
organizations, and also that anyone can deal with management, including “professional am-
ateurs.” High level of ideology, politicization and non-professionalism in management has 
completely neglected personnel processes, especially when it comes to selection, entry and 
training of personnel, i.e. exiting or leaving the organization by personnel. The introduction, 
or the establishment of ideology and politicization in the constitution of a social or organi-
zational order, at the same time signifies the spread of subjectivism and the prevention of 
objectification of the perception and presentation of the components and characteristics of 
the subject of research or of the manifested problems” (Vučenović, 2004, p. 10).

When asked whether in your organization, regardless of the fact that the issues of col-
lecting outgoing documentation and information the exit tests, interviews or other forms of 
information about the departing people are practiced, of the 158 respondents, 83% or 53% 
of respondents answered yes of the total number of respondents. This shows that the exit 
informing is spontaneous; thanks to the enthusiasm of the various levels of the manage-
ment structure and that it is not part of the work program and management philosophy of 
Serbian companies, and even less the obligation of the management structure to provide 
outgoing information. The largest number of surveys, or exit documents, is practiced dur-
ing voluntary departure. Out of the total number of voluntarily leaving individuals (88), 45 
respondents identified for some form of outcome tests, interviews and discussion, which is 
slightly more than half of the respondents, i.e. 51%. When it comes to the exit documenta-
tion for those who are dismissed by the employer, of a total of 42 cancellations, only for 17 
or 40% some kind of output documentation was organized. The largest number of output 
documents is applied to those who leave the company by force of law (pension), or because 
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of injuries, that is, professional illnesses and ill health. Out of the total number of retired 
respondents (28), 21, or 75% said that some kind of interviewing, conversation, etc. was or-
ganized for them. However, here too, there is no obligation to obtain output documents from 
pensioners, or other outgoing individuals on various grounds. A more detailed structure of 
the output documentation for certain reasons for leaving the company is shown in the fol-
lowing table:

Types of exit tests
Voluntary 
departures Dismissals Retirements 

Number % Number % Number %
Exit test 10 22 - - 3 14

Interview 14 31 5 29 7 33
Conversations 21 47 12 71 11 53

Total 45 100 17 100 21 100

It is evident from the review that the output test is mostly organized by employees who 
voluntarily left the company. Out of the total number of respondents, 22% said that they had 
some type of interviews when leaving the company, while for the employees who received 
the cancellation an exit test was not organized. In the case of pensioners, that is, those who 
by force of law or for other legal reasons left the company, the outcome test was organized for 
14% of outgoing individuals. This structure is expected and is related to the willingness and 
mood of outgoing employees to perform testing. In other words, those who leave voluntarily 
are more prepared for some kind of output document than those who get dismissed from 
the employer and after this act usually arise unpleasant, and often, “hostile relationships” 
between the organization, that is management and employees who are fired. Pensioners, 
especially those who spent a longer part of their working life in the company, are more likely 
to be satisfied and show greater readiness for the outcome test, believing that they will have 
an impact on the organization’s improvement in the future. 

When it comes to interviews, their distribution was different. For those who voluntarily 
leave the company, for 14 or 31%, an interview was organized, for those who received a can-
cellation interview was organized for 5, or 29%, and for pensioners 7 employees or 33%. It 
is surprising that for 29% of respondents who were dismissed from the company interviews 
were organized. Such a high percentage of those who are unwilling to leave the company is 
also possible due to the lack of a clear difference between interviews and conversations, and 
it is possible that with those who are leaving some conversations are carried out that are 
considered interviews. Percentage of interviews with pensioners is expected.

Conversations (formal and informal) are the most common ways of getting to the rea-
sons for leaving the company in all forms of leaving the company. This is understandable, 
bearing in mind that, regardless of the cause of the departure from the firm, management, 
or direct managers try to do some sort of conversation. For the total number of respondents 
who leave the organization voluntarily 47%, for 71% of those fired, or 53% of those who leave 
the company by force of law conversations were done. The dilemma of this way of coming to 
the output information is that there are no standards for assessing the quality of the conver-
sation, or whether they are performed in a formal or informal manner, whether this includes 



Dragana Radosavljevic, Aleksandar Andjelkovic, Milan Radosavljevic
92

a conversation between a direct manager or a senior management level, or conversation at 
farewell ceremonies, or interviews at informal places outside the organization.

Previous quantifications regarding the structure and distribution of individual output 
documents based on the reasons for leaving the company can be shown as follows:

Only 8 respondents, which is about 0.5% of the total number of respondents, said that 
when leaving their company, they had some form of conversation with direct managers, but 
that they were not interviews that would take place according to some methodology. The 
conversations were not formalized and they were a little related to business relations, and as 
such they cannot give positive outcomes.

Asked if the outgoing people would be prepared for some sort of exit test, or interview 
with management or other persons to explain the reasons for their departure or dissatisfac-
tion, only 45% said they would do so under certain conditions. The highest readiness for the 
exit test, i.e. the interview, was shown by those who had to leave the organization for legal 
reasons, that is, because of fulfilling the conditions for retirement. Of the total number of 
retired respondents, nearly 80% said they would agree to an interview, i.e. an exit test to 
point out some weaknesses, or make suggestions for better functioning of the organization 
in the future. About 69% of respondents who leave the company with their own will say they 
would agree to exit testing, or interviewing. Complete unwillingness to the exit test, or an 
interview, was shown by those who leave the firm due to dismissal by the management. This 
shows that there is a willingness of outgoing people in Serbia to give their opinion on the 
company’s situation, but that exit tests should not be organized for those who leave due to 
cancellation by management.

In the survey for this study, the question was asked: “Whether personnel leaving the 
company, see the meaning of an exit test, or interview”, nearly 92% said they did not see 
the purpose of providing any suggestions, proposals or express their attitudes at the end of 
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their career in order to improve the organization. Only 8% of respondents opted to see the 
purpose of organizing some kind of exit documentation. This high percentage of negative 
responses to the purpose of organizing the exit test, or the interview turns into a kind of 
organizational (non)culture or climate in which it is almost impossible to speak or organize 
some form of outgoing information. (Z. Sušanj, 2005, pp. 67-71).

When asked why outgoing individuals think that exit interviews or tests have no pur-
pose, the most common answer was (68%) that the Serbian management structure is not 
ready to listen, or to hear suggestions from others, but rather prefer to listen to and meet 
the demands of its group on authorities, than the employee suggestions. Another reason for 
which 28% of respondents stated that there was no purpose to make suggestions or propos-
als at the end of their career and when leaving the company, as these proposals were not 
respected even during the active work. About 4% of respondents answered that outgoing 
interviews, or exit tests are subjective, since outgoing people are not motivated to objectify 
their attitudes, opinions or suggestions.

The quality of the exit tests, or interviews, is largely dependent on the satisfaction of 
those who are leaving. If the outgoing individuals were satisfied with their status, pay, work 
performance, careers and general service life, they would be more willing to give an inter-
view or converse. Otherwise, leaving individuals, especially those who leave with their will, 
or because of their dismissal by the employer, are not ready for any kind of cooperation on 
this issue. In this context, two questions were raised. First, to evaluate the level of satisfac-
tion with the company from which they leave from 1-5, where the rating one is the smallest 
degree of satisfaction, and the rating five is the top level of satisfaction. The second question 
that should have been answered with YES, NO, MAYBE, was whether they would help the 
company from which they were leaving if they were able to do so. The distribution of the 
answers received on both issues is given in the following table:

The degree of 
satisfaction

Voluntary 
departures

Leaving due to 
dismissal Legal departures

Number % Number % Number %
Score 1 48 55 31 74 8 29
Score 2 17 19 8 19 9 32
Score 3 10 11 3 7 4 14
Score 4 11 12 - - 6 21
Score 5 2 3 - - 1 4
Total 88 100 42 100 28 100

Generally speaking, the largest number of outgoing individuals from companies is dis-
satisfied. The biggest percentage of dissatisfied was shown by those who leave the company 
following the decision of the employer or management. Of the total number of those who left 
due to dismissal (42), 74% rated their degree of dissatisfaction with the lowest score 1, which 
was also expected, because more or less, regardless of the reason for their dismissal, leaving 
people are generally dissatisfied. If score 2 is added to this degree of satisfaction it can be 
noted that 93% of those who leave due to dismissals are completely dissatisfied, while only 
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7% have defined the level of satisfaction using the score 3. With scores 4 and 5 in this cat-
egory of outgoing individuals there is no single respondent. In accordance with the above, 
an exit test, interview, or other form of obtaining information in these categories should not 
be performed.

However, the same conclusion applies to those who voluntarily leave the company. Out 
of the total number of those who voluntarily leave, more than half of them, or 55%, stated 
that their satisfaction from the outgoing company is rated 1, and if we add score 2 to this 
assessment, 74% of the respondents are generally quite dissatisfied with their companies. 
Only 26% of the total number of respondents stated that their level of satisfaction can be 
assessed with a score of 3, or 4, or 5. This means that almost three quarters of voluntarily 
leaving people are dissatisfied. Only 3% of employees who left the company assessed their 
satisfaction with score 5.

When it comes to those who leave for legal reasons, it turns out that over 61% of re-
spondents rated their satisfaction with scores 1 and 2, which is also troubling. Of this cat-
egory, 29% said that they rated their grade of satisfaction with score 1, and 32 with score 2, 4 
respondents with score score 3, while 25% of respondents rated 4 and 5 respectively.

The general conclusion is that a large number of outgoing individuals from companies 
are completely dissatisfied with their status, satisfaction, achieved effects, etc. The dissatis-
faction of those leaving for legal reasons (pension) is overflowing or transferred to the family 
or the local community, because their psychological state and health usually do not allow 
them to improve their status in the old days. The duration of existing dissatisfaction for 
those who voluntarily leave the company will depend on the situation in the new firm, and 
to what extent will it fulfill its expectations in the same way. 

The second question in the mentioned study refers to determining the willingness of 
outgoing people to help their former company. This can be an important factor, perhaps the 
most objective criterion of people’s satisfaction and real relationships with the company. Out 
of the total number of those who left the firm voluntarily (88), the readiness to help its previ-
ous firm accounted for 66%, which can be assessed as a high level of readiness. In the case 
of those who left the companies based on the cancellation of the contract of employment 
from the total number of respondents (42), only 5% expressed readiness to help their former 
company, while in the pensioners this percentage was 75%.  Here, as with other issues, there 
are differences depending on the circumstances due to which they left the company, or from 
the educational level, which can be seen from the following table:

Professional 
qualifications level

Reasons for leaving

Voluntary departure Departure due to 
dismissal Legal departures

Number % Number % Number %
Primary school 3 6 2 67 - -

Secondary school 10 17 1 33 2 10
High school 10 17 - - 6 29

University degree 26 45 - - 11 52
Masters 7 11 - - 2 9
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Doctors of Sciences 2 4 - - - -
Total 58 100 3 100 21 100

From the previous table, it can be concluded that out of the total number of respondents 
(158), most of the outgoing people did not show willingness to help their former firm, if they 
were able. Out of the total number of respondents 82 or slightly more than half, or almost 
52% showed willingness to help their former company, if they were able, which can be rela-
tively clearly shown in the following figure:

More important than the previous one is the structure of those who expressed their 
will and readiness to help their former company, given the objectively different possibilities 
of that willingness. Those who voluntarily left the company showed the greatest readiness 
to help the companies from which they left. Out of the total number of respondents (88), 
58 outgoing people or 66% expressed readiness to help their former company. However, in 
this group there are differences, depending on the degree of professional development. The 
highest readiness to help their former firm was shown by those who had a university degree. 
Of the total number of volunteers who left voluntarily, 45% of highly educated individuals 
expressed this readiness, which is logical given that they also have a greater possibility, but 
also a higher degree of social awareness about the need for connecting, assistance and ac-
countability for the general survival of the business. In second place, according to the will-
ingness of those who voluntarily left the company, showed people with secondary education 
level with 17%, followed by masters with 11% of the respondents.

When it comes to persons who left the organization on the basis of the employer’s can-
cellation of an employment contract, it appears that there is very little readiness to help 
their former company, because of the total number of those who were fired, only 6% showed 
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readiness to help the companies from which they were discharged, while 94% did not show 
that readiness. The structure of this group is unfavorable, because this readiness is expressed 
by persons with elementary and secondary school, while in higher education, i.e. employees 
with high, university or master level, and doctors of science. In this group, there is almost 
no readiness for those who get fired to help their former company. Hence, it is a great skill-
fulness of management to dismiss an employee, but still remain in friendly relations with 
him, even when it comes to some major reason for termination. This is indispensable, since 
it can never be said with certainty how much damage an employee who has been fired and 
indignantly left the organization can incur to the organization.(Buckingham & Coffman, 
2004, p. 184-185).

The highest willingness to help their former company was stated by those who left the 
company on the basis of legal regulations, that is, after they had fulfilled the conditions 
for going to the old age, disability pension, or left for other reasons imposed by the legal 
framework. Out of the total number of those who left under the law (28), 21 respondents 
expressed their readiness to help their former company, which is 75% of the total number of 
respondents. Those who have a high degree of qualification showed the greatest readiness to 
help. More than 50% of those with high qualifications, or 29% of higher education, showed 
interest in helping their company, that is more than three quarters of the total number of 
those who left the company. However, experience shows and proves that pensioners have 
small or no opportunities to help their former companies, since the end of working life often 
for most retirees represents passivity in work or working on less important positions in so-
ciety or business. Nevertheless, the very desire and expressed willingness represent value for 
themselves, as it can be indirectly concluded that the largest number of pensioners remained 
in friendly relations with their former company. 

3. CONCLUSION WITH RECOMMENDATIONS

In society, or the knowledge economy, as it is today and as it will be in the future, a 
person will gain more and more importance. Despite the dynamic development and ad-
vancement of new technologies, man, as the only conscious and sensible being, will not be 
marginalized, but on the contrary he will become more and more important in the part that 
is unique to him alone, that is, creating and giving ideas, and designing their operationaliza-
tion. By introducing new technologies, man has been freed and is freeing from experiential 
and routine, repetitive tasks and operations, creating more space and potential for the emer-
gence of ideas, as the highest quality tool for achieving personal, organizational and social 
goals.

In the mentioned context, the main objective is to preserve the existing professional 
and highly skilled personnel, while creating the conditions for permanent organizational 
learning. It is shown that the organization of exit tests is the most efficient and most effective 
way of learning and improving the organization, and practically, that is, applied knowledge 
that refers to a specific organization, which gives it even greater power. Strategic manage-
ment creates visions, but also strategies to implement them, as well as programs for secur-
ing staff, their receipt, acceptance by the collective, training, use, motivation and finally 
dispatch, or the departure of those who leave with their own will, due to legal regulations, or 
due to the cancellation of an employment contract by the employer.
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Previous analysis and research on a global level has shown that little attention is paid 
to the stage of dismissal, that is, departure of personnel from the company, even for those 
who spend most of their working life in the organization they leave. This is a big mistake, 
which negatively affects those who leave and who express dissatisfaction and disappoint-
ment. However, this also has a negative impact on those who remain in the organization, 
because their thinking goes in the direction that they will experience a similar fate. Depar-
ture is a natural thing and the right to choose the organization in which it will work is a basic 
human right. The departure and abandonment of the firm are a result of the nature of the 
work, because the man is consumed during work and is worn out to the extent that he is no 
longer able to reject the result he had in the previous period, so leaving is inevitable and by 
force of law.

Managerial leadership structure should organize and conduct exit tests, interviews, in-
terviews or written reports from departing people in order to determine their degree of (un)
satisfaction at work in a particular organization, the reasons for leaving when it comes to 
going to another company, as well as giving suggesting what to do, or what are the reasons 
to be corrected to reduce the fluctuation and outflow of staff. This is especially true for pro-
fessional and highly competent personnel who are hard to find on the market and are kept 
as “pure gold”.

It is clear that exit interviews or tests are not goals, but tools for improving the busi-
ness climate and employee satisfaction. Accent should be placed on preventive actions and 
procedures, instead of producing output documents, because those organizations that do 
not have an outflow of professional and competent staff, and therefore the need for exit 
documentation, are successful. Nevertheless, organizations should also get used to this way 
of investigating employee satisfaction and the organizational climate that exists in them.

Tactics and techniques for implementing the exit documents are different and depend 
on a number of factors, such as: the very understanding of management about the impor-
tance of this issue, the size of the firm, the technical equipment, the type of activity the 
company deals with, the organizational culture, or the climate that exists in the organiza-
tion. Business or working culture in some countries is at such a level that it is unnecessary 
to conduct exit tests, interviews, or other documents, because it often brings out a written 
report on the reasons for leaving, in order to eliminate the causes that could lead other em-
ployees to leave the company. Thus, the creation and implementation of the exit test in some 
cultures is implied, while in other cultures it is difficult or almost impossible to organize a 
quality investigation of the reasons for leaving the company. Even when an exit test is organ-
ized, strategic management does not use this information for the organization to learn and 
to improve the organizational climate to the level that employees, and especially professional 
and high-quality personnel do not leave their organization.

Using research conducted globally, it is evident that the United States has the best de-
veloped practice in using exit tests, interviews, conversations for competent and professional 
individuals. These tests and interviews are followed by certain procedures and standards 
and are conducted separately for executives and other professional staff. To perform this job, 
there are trained personnel and teams, and the exit documentation is responsibly analyzed 
in order to uncover the risky conditions due to which professional staff would leave the firm. 
In Asian cultures, exit tests and interviews have been developed, and where they exist, they 
are not in the function of managing and improving business. The reason for this is in the fact 
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of the different perceptions and attitudes that Asian workers have toward work and organi-
zation, since through the organization they express their identity and recognition.    

The analysis of the exit documentation in Serbia showed a dramatic situation on this is-
sue. Approximately 9% of companies have normatively regulated and prescribed procedures 
for outgoing personnel, which is insufficient and negligible, although this is also the easiest 
part of the job in the despatching of personnel. This mainly refers to large companies operat-
ing abroad and often mechanically taking over the practice of foreign companies. The qual-
ity of the whole process of organizing the exit test could be highly objectionable. Therefore, 
the management, or management organs in the organizational systems of the Republic of 
Serbia, does not see the need to order this matter normatively and regulate, which would be 
the first important step in the improvement of human resources processes and generally in 
the management of human resources. This confirms the general hypothesis, which is evident 
in point two of this paper.

The smallest degree of willingness to give an interview is shown by those who have been 
dismissed by the employer according to the employment contract, while the highest degree 
of readiness is indicated by those who volunteer to leave and who have a university degree, as 
well as those who leave due to legal frameworks. This is confirmed by the auxiliary hypoth-
esis number 1 as proved in segment 2 of this paper.

The readinesses to give an exit test and the objectivity of the stated attitudes in the same 
are conditioned by the level of the professional qualification. The highest level of readiness 
for the exit test is shown by those who have a high degree of education, while the lowest 
degree of readiness is expressed by outgoing individuals with a lower degree of professional 
education. In other words, people with a lower degree of professional qualifications, and es-
pecially those who have been terminated by a contract of employment, show least readiness, 
and also objectivity in the stated exit documentation, and thus this category should not be 
tested. In this way, auxiliary hypothesis number 2 in this paper was confirmed.

Due to the dissatisfaction of the outgoing workers, or the unwillingness to provide and 
objectify the information provided in the exit documents, one cannot speak of the quality 
performance of this activity. Therefore, where some forms of information are being orga-
nized by outgoing people, they are in a correlation with the degree of satisfaction and the 
reasons why employees leave. This confirms the auxiliary hypothesis 3.

For the quality of the exit test, or the interview, it is also important who performs or 
forms the exit documentation. These interviews are mostly conducted by direct executives 
in an informal and insufficiently standardized manner and are not accompanied by formal 
notes, or reports to be delivered to the HR or top management for consideration. Where 
sporadic reports are delivered and submitted, they are not used to eliminate the reasons why 
professional and highly competent staff often leave. In other words, from those who leave 
the company, the organization does not do anything to teach from them, or to improve the 
organization. 

The classic and bureaucratic way of managing Serbian companies often functions on 
the principles: “one can do without anyone,” “No one is irreplaceable,” “Who wants better, 
the door is opened for him to leave,” etc. It is clear that this relationship is unacceptable and 
that it rather shows the arrogance and misunderstanding of the modern business environ-
ment and the importance of staff for the organization’s performance. It is logical to conclude 
that organizations that have good interpersonal relationships and where management puts 
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human resources at the forefront, will have a better organizational climate, good interper-
sonal relationships, and thus greater organizational performance.(M. Radosavljević & Ž. 
Radosavljević, 2015).

Experience, and everyday practice shows that there is a great disproportion between 
the declarative and the real. Significantly contributed to this also is the science of manage-
ment, which has not paid enough attention to standardization and procedural personnel 
issues, or processes, in the context of human resources management, and especially when 
it comes to conditional staffing. Management, and often strategic management, finds it ir-
relevant, and even unnecessarily for the organization from which the employee leaves, as 
outgoing workers have completed their mission and as such represent the past, and that it 
should turn to those who are coming or the future of the company. On the other hand, it ap-
pears that there is insufficient evidence that firms that have a human relationship to human 
resources and who organize the departure of their employees on any basis (regularly due 
to retirement, or because of their own will) have better business effects, especially when it 
comes to transition countries, as many bureaucratic organizations that have institutionally 
solved personnel issues have better business results than companies that foster a democratic, 
or liberal management style.

This way, that is, lack of interest in obtaining free information about possible mis-
takes and omissions in the organization of staff dispatch and use of exit tests, interviews or 
conversations is possible, because in Serbia competence and expertise are not appreciated 
enough, and also the offer of average workforce is higher than demand, so every departure of 
the average worker is not difficult and to be quickly replaced. It is another issue with profes-
sional and highly skilled personnel who are scarce and who base their future on going to the 
companies of other developed countries.

Summarizing the previous research, it can be noted that the dispatching of person-
nel as an element of the personnel process and the exit testing is not sufficiently addressed 
in the management literature. Exit tests, interviews, official interviews and written reports 
by the manager are not theoretically formulated, and their practical application is lacking. 
Company systems in the Republic of Serbia have not yet recognized the organizational en-
hancement tool, due to unprofessional management and the relatively high offer of average 
workforce. In the perspective, as the demand for professional and competent workforce in-
creases, the output documentation will gain importance.

Conclusions and recommendations from this paper are universal and can also be ap-
plied to other, i.e. non-business, or non-profit organizations. Educational institutions of 
different levels could, at the end of the completion of some educational levels, organize a 
compulsory exit test in order to determine the level of knowledge, skills and abilities of the 
outgoing students or pupils. This way provides an opportunity for the education system to 
gain insight into the quality, or satisfaction of its own “product”, which is called a student or 
pupil, but also with the quality of input potentials in the next level of education. A similar 
situation exists in health institutions, where mandatory testing, interviewing, or conversa-
tion is required at the end of treatment or discharge from health organizations.



Dragana Radosavljevic, Aleksandar Andjelkovic, Milan Radosavljevic
100

4. REFERENCES

R.J. Aldag and T.M. Stearns, (1987) Management, Cincinnati, OH, South_Western

Bahtijarević-Šiber, F. (1999) Menadžment ljudskih potencijala, Zagreb: Golden 
marketing.

Buckingham, M., & Coffman, C. (2004) Što najbolji svjetski menadžeri rade drugačije? 
Zagreb: Masmedija.

Čang, H. D. (2016). Loši Samarićani. Beograd: Mali vrt.

Milan Radosavljević, &Života Radosavljević, (2015) Menadžment-teorija i praksa, 
Beograd: Fakultet za poslovne studije i pravo.

Života Radosavljević, (2007) Menadžment u modernom biznisu, Novi Sad: Privredna 
akademija.

Života Radosavljević,  (2016)A man in highly developed tehnologikal societ. ANTiM 
2016, 31-45.

Everett Spain and Boris Groysberg, (2016) Making Exit Interviewa Cont,Harvard 
Business Review.

Zoran Sušanj, (2005) Organizaciona klima i kultura. Zagreb: Naklada Slap.

Vučenović, V. (2004) Šampionski menadžment, Beograd: NIP Obrazovni informator.



UDC 336

PERSONAL INCOME TAX POLICY
Tihomir Janjicek1, Branko Tesanovic2

1School of Business and Economics, Lakehead University, Orillia, Ontario, Canada
2Faculty of Business Studies and Law of the University „Union-Nikola Tesla” in 

Belgrade, Serbia

Abstract:  Personal income tax policy generally does not make distinction regarding people with 
disability on the one side, and non-productive employed persons. To prove “non-discriminatory” ap-
proach in personal income tax policy, standard non-linear model and the commodity taxation frame-
work has been used. In this analysis have been used also two assumptions. The first one is differential 
understanding of taste of leisure regarding person with disability and ordinary person. The second 
is meaning of expected limitation in activity for persons with disability. Leisure could be dependable 
on commodity combination and on income tax redistribution from early to latter taxation. To avoid 
problems with financial crisis from 2008 analysist was concentrated in period before 1975-2005. Re-
garding countries located in western Balkan they are still in the beginning of diversified personal in-
come tax policy related to unemployed people with disability and employed people without disability. 
The main source of income for government budget is still VAT. Currently VAT in Serbia is 20% and 
in Croatia 25%. These percentages are extremely high compared to province of Ontario where is HST 
“only” 13% and HST cold be accepted as VAT in EU and all other countries in Europe. European coun-
tries still hast to make major reform in tax policy and provide for government budget stronger impact 
of personal income tax, than any tax related to the sale price.

Keywords:  tax policy, productivity, disutility of labor, leisure, consumption, commodity taxation

INTRODUCTION

Optimal redistribution programs have raised much interest in the public economics 
literature and in the policy debate. Most contributions in the area deal with the question 
of how best to balance equity and efficiency in a context where individuals differ in their 
productive capacity and the government seeks to redistribute income from high-to-low-
productivity individuals. In this research it was tried to add an additional dimension to the 
problem: the disutility of labor. It can receive two alternative interpretations: either taste 
of leisure or pain caused by disability. Hence individuals with the same productivity and 
disutility of labor may differ, owing to the reasons underlying their disutility of labor. The 
government may be willing to redistribute, among individuals with the same productivity 
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towards disabled individuals because they are not responsible for their impairment. The 
object in this research is to provide some insights into the optimal redistribute policy within 
this context.

The treatment of problem follows the optimal non-linear income taxation literature. In 
other word, it was analyzed optimal redistribution policy of a government that maximizes 
a social welfare function and is constrained by some asymmetry of information. There is a 
current strand in the literature that recognizes that individuals may differ in more than one 
relevant characteristic that the government cannot observe. Beaudry and Blackorby1 assume 
that individuals may participate in different productivities in these two sectors, both un-
observable to the government. However, the most common setting in the optimal taxation 
literature with two adverse selection parameters is that individuals participate in market 
activities and differ with respect to productivity and labor disutility. The main objective is 
to capture the idea that earning differences tem from two different sources: labor productiv-
ity and leisure taste. Optimal policy in such a setting departs from the standard Mirrlees 
approach in two ways. First, with two unobservable characteristics, binding self-selection 
constraints are less predictable. Second, redistribution along the productivity axis is often 
presented as more legitimate than redistribution along the taste axis.

In a contribution close to this research paper, Cuff (2000)2 analyses the issue of opti-
mal workfare in a setting where workers have different disutility of labour. She observes 
that high disutility of labour can receive two alternative interpretations: disability or low-
productiveness. She then argues that the government may or may not want to redistribute 
towards individuals with high disutility of labor, depending on the interpretation. The gist 
her argument is close to Roemer’s (1998)3 idea that redistribution is legitimate when indi-
viduals are not responsible for their needs.

For the purpose of this research work, have been considered individuals that may differ 
in productivity but that have the same disutility of labor. However, among low-productivity 
individuals, there are simultaneously both disabled and lazy ones. That is what was made 
assumption that in a first-best setting, the government would like to redistribute from lazy 
to disabled individuals, even if they have the same productivity. This entails a non-welfarist 
criterion, since individual utilities are exactly alike. More precisely, the government is as-
sumed the weight more heavily the disutility of labor of disabled individuals. However, in 
a second-best setting where asymmetry of information prevents the government from dis-
tinguishing these individuals, there is no possible redistribution unless low-productiveness 
and disabled individuals use their otherwise identical disposable income differently and the 
government can observe their consumption choice. Blackorby and Donaldson have already 
treated the use of the consumption as bundle screening device in related context. Here were 
considered two types of consumption goods and show that, given that the consumption 
patterns of lazy and disabled individual differ, commodity taxation may be desirable for 
redistribute purposes. This is in contrast to the Atkinson and Stiglitz’s research proposition, 
which shows that in their setting it, is superfluous one optimal non-linear income taxes are 
in place.

1  Beaudry P., Blackorby C. and Donaldson D., “Taxes and employment subsidies in optimal 
redistribution program”, IDEP,DT 05/99, pages 173-78.
2  Cuff K. (2000), “Optimal of workfare with heterogeneous preferences”, Canadian Business 
and Economics 44, pages 188-193.
3  Roemer J., (1998), “ Equality of opportunity”, Cambridge, Harvard University Press.
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Regarding countries from “western” Balkan there is still no proper tax and pension sys-
tem. Differences between gross and net wages are relatively high and for example in Mace-
donia 47% of gross salary would be accumulated by government budget. Bulgaria has higher 
percentage of 52%, Serbia 64%, Slovenica 74% and Romania%.

The tax system in Canada is the one example how could be reformed the tax system in 
the countries of “western” Balkan.

1. INDISTINGUISHABLE TYPE

The individuals who differ in productivity but have formally the same disutility of la-
bour have been considered. However among low-productivity individuals, both types have 
been examined, disabled and lazy ones. There is assumption that productivity can take two 
positive values, Φk and Φh, with Φh>Φk. Type-h individuals have a higher productivity in the 
private labor market than type-k individuals. The distribution of Φ is common knowledge. 
Our society consists, then, of three types of individuals: disabled and lazy low-productivity 
individuals and high-productivity individuals, and 1, 2, and 3 denoted them, respectively.

In order to understand some of the implications of these assumptions, it may be worth-
while contrasting setting with that of Cuff. For this purpose, let use Table 1. As already men-
tioned, Cuff considers a society in which individuals differ both in productivity and disutil-
ity of labour and in which the disutility of labour can receive two alternative interpretations: 
either disability or low-productivity. That type society consists of three types of individual: 
high-productivity individuals have only low disutility of labor but low-productivity individ-
uals may have either low or high disutility of labor. Depending on the interpretation given 
to high disutility of labour, there are two possible scenarios. When high disutility of labour 
stems from disability, the society consists of individuals of types 1, 4, and 5. In the maxi-
min logic adopted by Cuff, the government tries to redistribute towards type-1 individuals4.

In this framework there are individuals types 1,2, and 3, assuming, thus that both low-
productivity and disabled individuals coexist. In addition, although they formally have the 
same disutility of labor, they may use their disposable income, which we denote by ai in dif-
ferent ways. In order to capture this idea, there is used following utility function:

Ti = qi + t (hi – ĥi) – s(ri) ; i=1,2,3,       (a)

Where qi and hi represent two consumption goods and ri denotes labor supply. Accor-
ding to (a), type “i” individuals derive utility from only the units of the second good con-
sumed above ĥi. This is good like health care for which disabled individuals have relati-
vely higher need. Accordingly, it is posit: ĥ1=ĥ>ĥ2=ĥ3=0. In line with Table 1, there is also 
Φ1=Φ2=Φk. Furthermore, the utility functions are quasilinear in the first consumption god, 
t(·) is a continuous, differentiable, strictly increasing, and strictly concave function, and s(·) 
is strictly convex.

In a laissez-faire market economy, each individual maximizes

T = (Φiki - hi) + t(hi – ĥi) - s(ri),

Where the per unit costs of production are assumed to be constant, with one unit of 

4 I.e. the disabled-low productivity individuals
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effective labor being necessary to produce one unit of either good. The disposable income, 
di(=Φiki), is devoted to consumption of goods qi and hi. Clearly, in a laissez-faire economy, 
k1=k2<k3, h1-ĥ=h2=h3 (hence, h1>h2=h3) and q1=<q2<q3, where d1=d2-ĥ. Note that the dis-
posable incomes are such that d1=d2<d3. That is, both disabled and low-productivity indi-
viduals work and earn the same. The only difference is that they use their disposable inco-
me differently. Since disabled individuals, have higher needs of commodity “h”, they enjoy 
lower consumption of commodity “q” than lazy ones. This may seem unfair and provides 
some justification for redistribution from low-productivity to disabled individuals.

Table1. Comparison of this setting to that of Cuff

Disutility of labour Problem workers Low productivity High productivity

High
Disability 1
Laziness 2 3

Low Hardworking 4 5

In order to analyze this redistribute issue, it has been considered now a social planner’s 
solution where there is full observability of each individual’s productivity and kind of labor 
disutility. Given the quasi-linearity of individual utilities, this has been used a concave so-
cial utility transformation G(·) to account for the redistribution concern. Further, the social 
planner acknowledges that the disutility of labour for disabled individuals (i.e. type 1) does 
not have the same social cost as the disutility for the two other types. It thus puts a higher 
weight y1>1 (= y2 = y3) on it. In other words, disutility of labour of disabled individuals is 
more heavily weighted in the social welfare function than that of lazy ones. Implicit to this 
approach is the idea that the disabled worker contrary to the lazy one ought to be compen-
sated for his-her handicap. An alternative specification would be to put a higher weight on 
D(T1). Doing so is consistent with the Pareto efficiency principle, but it implies that the 
disabled individual is entitled not only to work less in the first –best optimality solution 
but also to consume more. By restricting the higher weight to the disabled worker’s disutil-
ity, it was avoided such and outcome but is opt to the criticism of Pareto inefficiency. What 
is important to note is that the qualitative findings are independent of which of these two 
specifications is chose.

With full information, the problem of the planner – who controls each individual’s 
labor supply and consumptions – can now be expressed by the following Lagrangean expres-
sion:

3
£ = Σ ni [D(qi + t(hi – ĥi) – yis(ki) + μ(Φiki – qi –hi)] ,    (b)
i=1

where ni is the proportion of type ĩs individuals in the population and v1>1=v2=v3. In 
what follows, we will denote the argument for i=1 of D by Ť1, which differs from T1, owing 
the presence of weight v1>1.

The first-order conditions imply
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G’(Ť1)=G’(T2)=G’(T3) = μ, and thus Ť1=T2=T3      (c)

t’ (hi – ĥi) = t’(h2) = t’ (h3) = and thus h1- ĥ = h2 = h3    (d)

v1[v’(k1)/ Φk]=[v’(k2)/Φk]=v’(k3)/ Φz, and thus k1<k2<k3.    (e)

In contrast to the laissez-faire economy, disabled individuals have worked less than lazy 
ones. This follows from the fact that the government attaches more weight to the disutility 
of labor of disabled individuals (i.e. v1>1). Disposable incomes are such that y3>y2 (i.e. they 
consume the same amount of commodity h, but q1>q2), but y2><y1 and y3><y1, depending on 
v1 and Φz/ Φk. Decentralization of this first-best optimum requires some lump-sum taxes 
and transfers between individuals plus an “ad valorem” tax on individual 1’s earnings.

The social objective can be in contrast and used here with alternative social objectives. 
If the planner did not attach more weight to the disutility of labor of disabled individuals 
(i.e. v1=1), the results concerning both low-productivity individuals would be k1=k2, h1- ĥ = 
h2 and q1=q2 (hence, y1>y2), since low-productivity and disabled individuals have different 
preferences with respect to commodity h to those individuals with higher needs. However, 
both low-productivity individuals work the same amount of time. If, instead, v1>1 is applied 
to the utility function of the disabled individual (not just the disutility of labor), k1<k2 and 
h1-ĥ>h2, but the relationship between the qij and yij remains ambiguous. With this specifica-
tion, decentralization does not require any distort tax; lump-sum taxes and transfers would 
suffice to achieve the optimum.

To achieve the first-best solution it need perfect observability of both individuals’ char-
acteristics. In the absence of perfect information, such a solution clearly would not be sus-
tainable. Consider, first a situation where the government observes only pre-tax and post-tax 
(or disposable) income. That is fi=Φiki (but not Φi and ki separately) and yi (but not qi and 
hi separately). With a non-linear income tax schedule, this is equivalent to saying that the 
government controls them. It can be shown that high-productivity individuals would have 
incentives to mimic low-productivity ones. On the other hand, lazy individuals would not 
be distinguished from disabled ones.

The first problem can be solved, at the expense of some efficiency, by following the 
Mirrlees-Stiglitz approach. In the labor earning-disposable income space, the indifference 
curves of individuals with different productivities differ (i.e. it is more costly for a low-pro-
ductivity individual to earn an additional dollar of income, and, accordingly, she needs to 
be compensated with the higher amount of disposable income to stay on the same indiffer-
ence curve). The planner can exploit this information in order to separate high-productivity 
from low-productivity individuals. However, the problem involving the two types of low-
productivity, individuals cannot be solved as long as the government observes only dis-
posable income, not its decomposition between consumption goods q and h. There are no 
observable variables that allow for sorting out disabled from low-productivity individuals. 
In other words, these two types are indistinguishable. One possibility would be to consider 
the use of the consumption choices made by individuals, assuming that this information 
is made available to the government. If government observes consumption of q and h, this 
information may be useful for redistribute purposes.
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2. CONSUMPTION AS A SCREENING DEVICE

Now the attention has been given to the case where government is able to observe the 
consumption levels of qi and hi, together with labour earnings fi (that is, fi=Φiki, but not Φi 
and ki separately). The first-best can be shown to be not attainable: high-productivity indi-
viduals have incentives to mimic low-productivity ones, low-productivity individuals have 
incentives to mimic low-productivity ones, and low-productivity individuals have incen-
tives to mimic disabled ones. In the proof that follows, we express the utility functions in 
terms of the variables the government is able to observe (i.e., qi, hi, and fi).

The proof is by contradiction. Let us then suppose that the above policy instruments 
enable the government to decentralize the first-best. It can first be easily shown that in this 
first best allocation, low-productivity individuals are strictly better off with the treatment 
designed for the disabled individuals, and they therefore mimic them. The first best implies

q1+t(h1- ĥ) - v1s (f1/Φk) = q2+t(h2) – s(f2/Φk),

and h1= ĥ. Hence, t(h1- ĥ) = t(h2) and q2-s(f2/Φk = q1-v1s(f1/ Φk). Since v1>1, and q1-v1s(f1/
Φk)<q1-s(f1/ Φk), which, together with t(h1)>t(h2), implies

q2 + t(h2) – s(f2/Φk) < q2 + t(h1)-s(f1/ Φk).

Similarly, it can be shown that high-productivity individual have incentives to mimic 
low-productivity ones (i.e. the high-productivity individual is strictly better off with the 
treatment designed for the low-productivity individual). The first-best implies:

Q2+t(h2) –s(f2/Φk) = q3+(h3)-s(f3/Φz),

And h2=h3. Hence, t(h2) = t(h3) and q2 - s(f2/Φk) = q3 - s(f3/Φz).

Since fi = Φzki and Φz > Φk, q3 - s(f3/ Φz) < q2 - s(f2/Φz).

Hence q3 + t(h3) - s(f3/Φz) < q2 + t(h2) - s(f2/Φz).

Accordingly, in an imperfect-information framework, we need to introduce two self-
selection constraints in order to make this mimicking behaviour unattractive, namely, the 
constraints concerning type-2 individuals mimicking type-1 ones and type-3 individuals 
mimicking type-2 ones. The other self-selection constraints are not binding, in particular, 
the one concerning type-3 individuals mimicking type-1 ones. If type-2 individuals are not 
induced to mimicking type-1 ones, there is no way for type-3 individuals to be attracted by 
the consumption vector of type-1 ones. The second-best problem is then the following:

 3
Max Σ niD [qi + t(h-ĥi) - vis(f3/Φz)]       (f)
 i=1

q,h,f 

s.t.
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 3

(μ): Σ ni (fi - qi - hi) ≥ 0         (g)
 i=1

(δ1): q2 + t(h2) – s(f2/ Φk) ≥ q1 + t(h1) – s(f1/Φk)     (h)

(δ2): q3+t(h3) – s(f3/Φk) ≥ q2 + t(h2) – s(f2/Φz),      (i)

where the non-negative dual variables of the budget and incentive-compatibility con-
straints are indicated on the left. Multiplier δ1 is associated with the incentive-compatibility 
constraint that ensures that a low-productivity lazy individual has no incentives to mimic 
a low-productivity disabled one, and multiplier δ2 is associated with the self-selection con-
straint that prevents a high-productivity individual from mimicking a low-productivity one.

The first-order conditions for a maximum are:

q1: n1[D’(Ť1) – μ] – δ1 = 0

h1: n1[D’(Ť1)t(h-ĥ)μ] + δ1(1/Φk)s’(f1/Φk) = 0

f1: -n1[D’(Ť1)( δ1/Φk)s’(f1/Φk) – μ] + δ1(1/Φk)s’(f1/Φk) = 0

q2: n2[D’(T2 – μ)] + δ1 – δ2 = 0

h2: n2[D’(T2)t’(h2) – μ] + (δ1 – δ2)t’(h2) = 0

f2: -n2[D’(T2)(1/Φk)s(f2/Φk) – μ] - δ1(1/Φk)s’(f2/Φk) + δ2(1/Φz)s’(f2/Φz) = 0

q3: n3[D’(T3) – μ] + δ2 = 0

h3: n3[G’(T3)t’(h3) – μ] + δ2t’(h3) = 0

f3: -n3[D’(T3)(1/Φz)s’(f3/Φz) – μ] - δ2(1/Φz)s’(f3/Φz) = 0

For the self-selection constraints to be satisfied, q1, q1 and q3 must be chosen appropri-
ately. Combining the first-order conditions for the qs yields

μ = [n1D’(Ť1) +n2D’(T2) +n3G’(T3)] / (n1 + n2 + n3) .     (J)

This provides the marginal cost of public funds. An additional unit of revenue is ob-
tained by reducing uniformly the qs, which keeps satisfied the self-selection constraints. 
Furthermore,

D’(Ť1) = μ + (δ1/n1) > μ  (K)  and  D’(T3) = μ + (δ2/n3) < μ .    (L)

This meant that it would be welfare improving to reduce q3 in order to increase q1. 
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However, this would violate the self-selection constraints, which shows the limits to redis-
tribution. The welfare-improving change in q2 is of ambiguous direction because it depends 
on the sign δ1 – δ2.

The optimality conditions for high-productivity individuals regarding consumption of 
commodity h and labour supply are the same as in the first-best. Not surprisingly, there is 
no distortion at the top:

t’(h3) = 1 and s’(f3/Φz) = s’(k3) = Φz .      (M)

Given the linearity of the individual utility function with respect to qi this means that 
the high-productivity individual consumes the same amount of h and provides the same 
amount of labour as in the first-best.

For low-productivity individuals, we have

T’(h2) =1  (N) and

s’(f2/Φk) = s’(f2) = Φk{1 + (δ2/ δ2+μn2)] / [s(f2/Φz)/Φz] - 1} < Φz    (O)

They consume the same quantity of commodity h in the first-best, by they are induced 
to work less. This is in order to prevent high-productivity individuals from mimicking them.

For low-productivity disabled individuals, we obtain

t’(h1-ĥ) = {1 – f1[t’(h1-ĥ) – t’h1)]} / n1μ < 1, and      (P)

s(f1/Φk) = s’(k1) = Φk / f1+ (f1/n1μ)(f1-1) < Φk/f1.      (R)

In the second-best, h1 is higher and k1 is smaller than in the first-best. The reason why 
disabled individuals are induced to work less differs from the on just stated for low-produc-
tivity ones. It stems from f1>1 (i.e., the concern of the government for the disabler’s disutility 
of labour). Indeed, if we had f1=1, condition (R) would yield s’(f1/ Φk) = Φk.

These results deserve some further comments. In the second-best, with three types of 
individuals, both low-productivity types have worked less than in the first-best. However, as 
mentioned above, they do so for different reasons. It may be worth contrasting this outcome 
with that obtained in a second-best with only low-productivity and disabled low-productiv-
ity individuals. If society consisted of low-productivity and disabled individuals of the same 
productivity, the supply of labor of low-productivity individuals would not be distorted at 
the margin, whereas disabled individuals would be induced to work less than in the first-
best. Thus, h1 is higher and k1 is smaller than in the first-best, yet this package is less attrac-
tive to low-productivity individuals than the one designed for then in which they work more 
(k2>k1) and consume less of commodity h(h2<h1). To ensure hat the self-selection constraint 
is satisfied, it is need to have q2>q1. Actually, it is not impossible that in this second-best set-
ting, disabled individuals do not work at all.

As is standard, the optimal allocation resulting from solving the above problem can be 
implemented by means of tax/subsidy schedules. Above has been described the second-best 
resource allocations. The problem has been posed as if the government confronted the indi-
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vidual with a choice of thee bundles, (qi, hi, fi), i=1,2,3. To decentralize the optimal alloca-
tion, the tax function must pass through the points (qi, hi, fi), i=1,2,3 and elsewhere must lie 
below the indifference curves through (qi, hi, fi). Given such tax schedule, individual i(=1,2,3) 
clearly will choose the point (qi, hi, fi).

IN the present case, the tax system consists of combination of taxes/subsidies on la-
bour earning and on commodity h. The tax schedule with non-linear income and non-linear 
commodity taxes is

Pi = P(fi) + p(hi).

Labour earning are devoted to the consumption of commodities q and h and to the 
payment of income and commodity taxes:

qi = fi – P(fi) – hi – p(hi).

The individuals’ first-order conditions yield:

-(∂Ti/∂fi) / (∂Ti/∂qi) = 1 – P’(fi) and –(∂Ti/hi) / ( ∂Ti/∂qi) = -1 –h’(fi)

Since
-
(∂Ti/∂fi) / (∂Ti/∂qi) = (1/Φi)s’(fi/Φi) and –(∂Ti/hi) / ( ∂Ti/∂qi) = -t’(hi- ĥi)

we obtain the following expressions for the marginal tax rates on income and commod-
ity h, respectively:

P’(fi) = 1- (1/Φi)s’(fi/Φi), and p’(hi) = t’(hi- ĥi) – 1

Using (M), (N), (O), (P) and (R) it was obtained

P’(f1)=0 and p’(h3)=0, P’(f2)>0 and p’(h2)=0; P’(f1)>0 and p’(h1)<0.

There is no marginal distortion of labor supply or consumption of h for high-produc-
tivity individuals. Low-productivity individuals’ income is taxed at the margin to prevent 
high-productivity individuals from mimicking them. And disabled individuals face both a 
marginal tax on income and a marginal subsidy on consumption of good h. As noted above, 
the marginal tax on income for disabled individuals is due to the higher weight the govern-
ment places on the disutility of labor of this type of individual.

3. CONCLUSION

The motivation behind this paper stems from the observation that the disutility of labor 
can receive two different, though reasonable, interpretations: low-productivity or disability. 
When this is the case, an optimal income tax cannot separate those two types of individual 
if those types are not observable. Yet one would like to redistribute from those with taste for 
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leisure to those with some sort of disability. It was shown that, given that their consumption 
pattern is likely to differ, it should use commodity taxation to achieve some redistribution. 
Indeed, one can design a tax/transfer package that results in the disabled individuals’ being 
induced to work less or even not at all, whereas the low-productivity individuals will be led 
to work while being financially compensated.
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Abstract:  The paper presented is a review article focused on the current findings in relation to per-
sonality traits and the use of Facebook. Facebook is the second most visited website after Google (El-
lison, Steinfield, & Lampe, 2007; Ryan & Xenos, 2011) and the users are active on average between 
ten minutes and two hours a day (Kalpidon, Costin, & Morris, 2011; Moore & McElroy, 2012). In 
certain aspects, FB is significantly different from other social networks, because it is characterized 
by offline to online trend – an individual meets the majority of friends on Facebook in real life, and 
subsequently adds them to Facebook (Ross et al., 2009). In the five-factor model of personality traits 
(McCrae & Costa, 1992), Extroversion was reported to be positively related to the use of Facebook, 
and that it is the most important predictor of the use of Facebook for adult networking (Corea et al., 
2010). Although the introverts had fewer online friends and were less inclined to online self-promo-
tion than extroverts, the introverts experience Facebook more attractive than traditional methods of 
communication and spend more time on Facebook compared to extroverts. The results of the study 
(La Sala, Skues, & Grant, 2014) suggest that Collaborativeness is the most powerful predictor of the 
number of accessions, the so-called log in to Facebook profile for students. Openness is registered as a 
negative predictor of using Share option and Conscientiousness as a negative predictor of using Com-
ment option (Lee, Ann & Kim, 2014). Outside the five-factor model, the personality trait Narcissism is 
associated with the use of FB. Buffardi and Campbell (2008) suggest that FB is an excellent platform 
for narcissistic self-regulation. In addition, there are findings (Carpenter, 2012; Ong et al., 2011) that 
Narcissism is highly correlated with the frequency of changing profile image and status.

Keywords:  personality traits, Facebook, Five Factor Model, Narcissism

1. INTRODUCTION

Facebook is currently the most popular social network on the planet. During June 2017, 
Facebook (FB)2 had 1.32 billion active daily users, and 2.01 billion monthly active users 
(https://newsroom.fb.com/company-info/). Bearing in mind the significant presence of FB 
in the lives of an extremely large number of people, it seems important to understand the 

1 The work was created within the project “Digital Media Technologies and Social-
Educational Changes” (III 47020) financed by the Ministry of Education and Science of the 
Republic of Serbia
2 In the paper, Facebook and FB will be used as synonyms
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relationship of determinants of behavior, that is, personality traits, and behavior visible on 
Facebook.

McKenna and Bargh (2000) suggest that online social interaction possesses unique 
characteristics and that for these reasons it is attractive: a) the fact that a relationship can 
be formed without spatial closeness and b) that an individual chooses when it will be online 
(“logged on”). Additionally, the ability to correct your comment messages provides a sense 
of greater control than in real-time communication. The concept of a virtual world, as it is 
sometimes described by the Internet, also contains the idea of the Internet as a substitute 
for the real world and space for the promotion of the desired self. However, unexpectedly, 
the results indicate that with introverts and people with high Neuroticism, the Internet, or 
Facebook, provides the opportunity for the expression of the real self (Amichai-Hamburger, 
Wainapel & Fox, 2002).

Facebook profile is today an important source of information when we form opinions 
about other people. People explore FB profiles of other people when choosing or deciding 
about partner relationships or when evaluating job candidates (Zhao, Grasmuck, & Martin, 
2008). There are findings (Evans, Gosling, & Carroll, 2008; Gosling, Gaddis, & Vazire, 2007) 
which suggest that personality traits of a particular person can be successfully evaluated 
based on their FB profile. The mentioned researchers showed the set of profiles to the re-
spondents and found that it was possible to determine the basic personality traits by “lay-
man” profile review.  Also, there are findings that suggest that FB is reflecting primarily a 
real person than projections of idealized traits (Back et al., 2010). This implies that people 
do not “distort” deliberately the image of themselves on FB, at least not more than what is 
present in personality tests (Bachrach et al., 2012).

2. PREVIOUS RESEARCH OF PERSONALITIES IN FACEBOOK 
ENVIRONMENT

Ross and associates (Ross et al., 2009) were among the first researchers to relate person-
ality traits and manners of using FB. They assumed the importance of the number of links 
between personality and features on the FB, such as: a positive link between Extroversion in 
the use of FB, number of friends and membership in different FB groups; then a positive link 
between Neuroticism and the discovery of intimate information; further positive correla-
tion of the Collaborativeness and number of friends on FB; the positive correlation between 
Openness to experience and the number of using the different FB features and the negative 
relationship between Consciousness and general use of Facebook. Although informative, 
the results presented were derived from a study with significant limitations. First, the sample 
was small, a total of 97 respondents, primarily female. Furthermore, findings are based on 
the respondents’ reporting on how to use the FB, rather than on direct observation.

The improvement of this research was carried out by a team of researchers in 2012 
(Bachrach et al., 2012). Their study focused on the question of how a person is manifested 
through the use of different FB features. They distinguished the most commonly used fea-
tures and tried to determine the correlations with the owner’s profile, estimated through 
the five factor model. The examined features were divided into two categories. The first are 
aspects of the profile that depend solely on the activities of the owner, such as the number of 
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published images, events, etc., and the number of objects “liked” by the owner. The second 
category includes actions involving owner’s friends, such as the number of images in which 
the owner was tagged and the size of the friends’ network. The sample consisted of 180,000 
users of Facebook. The results obtained indicate a significant correlation between the per-
sonality traits and the use of different features on the FB. The best prediction is possible in 
the context of Extraversion and Neuroticism, and the least accurate for Collaborativeness. 
Openness to experience and Conscientiousness are in the middle.

Additionally, the findings of the authors Lee, Ann and Kim (2014) suggest that Extro-
version is positively related to self-presentation on FB, especially with the Wall and News 
Feed options. Extroverts add their images and statuses more often and have more friends 
than the introverts. Neuroticism and Conscientiousness are registered in a negative rela-
tionship with commenting on FB, while Openness to experience is in a negative relationship 
with the the option Share on FB.

As the number of interested researchers in the field grows, the requirements for meth-
odological precision and the greater possibility of generalization of the obtained data in-
crease. As noted, pioneer research (Ross et al., 2009; Zywica & Danowski, 2008) pointed 
out that people are open to experience (more often attracted to social networks, primarily 
Facebook, and that extroverts and individuals with high Neuroticism prefer instant mes-
saging options in social networks (Ehrenberg, Juckes, White, & Walsh, 2008, Corea et al., 
2010). Several methodological challenges are present in the above-mentioned research. Most 
studies of personality relationships and FB examined on a sample of students, without con-
trolling gender differences and socio-demographic characteristics. Encouraged by the limi-
tations of previous studies, authors Correa, Hinsley and De Zuniga (2010) conducted a study 
related to the relationship of attributes and social networks to a representative sample of 
adult Americans.  They examined the relations of three dimensions of the five factor model 
(Extroversion, Openness to Experience and Neuroticism) and the use of social networks 
with the analysis of gender and age differences. The results indicate that Extroversion and 
Openness to experience are positively related to the use of social networks, Neuroticism is 
registered as a negative predictor with the control of socio-demographic characteristics and 
life satisfaction. The results differed from age and gender. While extrovert men and women 
were equally more frequent users of social networks, only men with significant emotional 
instability were regular users. In the youth period, the relation of Extroversion to the use of 
networks seems significant, while in the mature age, the connection between Openness to 
the experience and use of social networks is strengthened (Corea et al., 2010).

Since recently the behavior on Facebook has been linked to the traits beyond the five-
factor model. Thus, the use of FBs has been linked to self-esteem (Ellison, Steinfield, & Lam-
pe, 2007; Skues, Williams & Wise, 2012; Wilson, Fornasier, & White, 2010), narcissism, lone-
liness (Ryan & Xenos, 2011) and shyness (Orr et al., 2009). Studies indicate (eg. Mehdizadeh, 
2010) that lower self-esteem is associated with more frequent profile checking and longer 
online time spent. The results show that people with high narcissism prefer to publish the 
so-called selfies and change their posts status more often (Carpenter, 2012; Ong et al., 2011; 
Ryan and Xenos, 2011) as well as check their tasks more often and generally spend more time 
online (Buffardi & Campbell, 2008).

Most of the studies so far examined the connection between the Five Factor model of 
personality as the main goal; personality traits defined beyond the five-factor area and use of 
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Facebook. Despite the expected and confirmed relationship of Extroversion and Openness 
to experience, and furthermore Narcissism, personality traits are potentially not so signifi-
cant to the extent that the literature so far suggested. It is possible that a certain motivation 
for communication also contributes to a particular way of using FB. There are assumptions 
(Ross et al., 2009) that different motivators can lead to the decision about the use of certain 
FB tools and options, and not solely the personality traits.

3. FINAL CONSIDERATIONS

The paper presented is a review article in the field that explores relations of personality 
traits and use of Facebook as the dominant representative of social networks. At first glance, 
and at the beginning of the development of the area, it seemed that there was a clear con-
nection between certain personality traits in the use of FB in a certain way. However, a more 
comprehensive analysis gives the impression that the relationship is likely to be influenced 
by certain factors. In subsequent research, it would be useful to include moderator vari-
ables that would potentially clarify the relationship. It is possible that the relationship of a 
particular trait and a particular way of using Facebook is expressed in a particular context. 
As a next step, one should think in the direction of defining a relevant context that could, 
to a greater extent, explain in which conditions a particular connection is expressed or not. 
Although there are solid finds of certain relationships (e.g. Extroversion as a predicator of 
the number of FB friends), further research is needed.
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Abstract:  In order to achieve a successful business and compete successfully in today’s marketplace, 
organizations should treat and pay attention to knowledge, which is the core of their competence, as to 
other strategy-an irreplaceable resource and asset. Knowledge Management (KM) essentially presents 
an intellectual property management - as a resource in a way that provides the company a competitive 
advantage. While KM has a lot to offer, the implementation of KM process is not so simple, such as 
installing a software package. The successful implementation of KM requires long-term commitment 
and dedication of management, leadership that supports and complements the corporate culture, dedi-
cated, well-trained employees and managers, the use and application of information technology in the 
right way. The aim of this paper is to highlight the importance of creating a creative climate for change 
management in the knowledge age.

Keywords:  creativity, creative climate, change management, knowledge age

1. INTRODUCTION

KM represents the ability to acquire and use resources to create an environment in 
which information is available to individuals and in which individuals collect, share and use 
information to develop their knowledge and thus encourage them to apply their knowledge 
for the benefit of the organization. (Chris Harman, C. and Berlade, S. 2000)

Acquiring and using resources from the aspect of the role of human resources implies 
placing the right ones at the right places, by recruitment, planning, and the way employees 
are managed.

Creating an environment - from the aspect of the role of human resources this implies 
the creation of an organizational culture and climate.

In which information is available - from the aspect of the role of human resources, this 
implies the establishment of communication channels and the creation of an interface that 
connects user-employed with a computer.

In which individuals collect, share and use information - from the aspect of the role of 
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human resources, this will have an impact on the type of culture that is related to KM, team 
work, personnel development, development of the climate of cooperation.

Encouraged to apply their knowledge for the benefit of the organization - from the 
aspect of the role of human resources this implies inciting and encouraging individuals to 
behave in accordance with the rules governing the organization and from there a reward 
system arises.

This working definition is only a way to understand the role of human resources in the 
company more easily.

One of the very important elements in the definition is creating the right environment, 
in which the KM concept can be applied. This environment implies in addition to the physi-
cal (workplace and equipment) the psychic environment. In this environment, employees 
create interconnections, as well as relationships between staff and IT, and the effective use 
of these links to create benefits for the company. Effective KM also applies to culture, as well 
as to behavior within the code of conduct within the company, as well as to the information 
system. Part of the role of human resources in knowledge management refers to providing 
guidance for establishing and managing an organizational culture. However, this is not so 
easy, as difficulties arise in attempts to define a culture and units to quantify and measure 
it, or its impact. Many so-called measurement units are indirect and descriptive, and in this 
way we cannot precisely define culture.

Another proof that corporate culture cannot be precisely defined which shows that 
when we interview ten employees we would get ten different answers to the question of what 
organizational culture is for them. This only shows that organizational culture is more “felt” 
through the effects it creates than through the mere existence of its concept.

2. STEPS FOR CREATING ORGANIZATIONAL CULTURE

Steps for creating organizational culture that will support KM are:

1. Understanding the existing culture in the company

Culture is a reflection of values and attitudes that affect the behavior of employees, 
consciously or unconsciously. These values and attitudes are interconnected and interwo-
ven with values and attitudes that individuals from the environment (outside the company) 
bring with them, as well as with the top management and executive leadership attitudes. It is 
also possible to notice the difference in behavior and thinking within the organization itself 
by departments, the creation of so-called subcultures. Subcultures have their own identity 
and influence other subcultures, with which they are in some way connected. One of the 
subcultures that has the greatest impact on other is the IT sector, as this sector interacts 
with everyone else. It is important to observe all these elements, however, culture is not just 
a set of subcultures, but represents the reflection of the values and attitudes of the entire 
company.

2. Reassessing values and attitudes

The best way to achieve this step is to reviewing the company’s written and unwritten 
rules. Written rules can mostly be found in documents, such as behavior codes, manuals, 
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etc. Unwritten rules can best be identifi ed by working with employees to determine the rules 
that employees adhere to, and are related to the company’s business, internal rules and the 
values of each employee. Some of the unwritten rules:

• giving explicit orders is not acceptable, all commands are expressed as requests
• people are not contacted when they are not at work (at the free time)
• women can talk about child care issues while men cannot
• nobody speaks positively about the company when they are at a break in the canteen
• mistakes will be treated as failures and will be attributed to the individual, etc.

3.  Adaptation or change of culture in order to provide such an environment that would 
correspond to KM

Th e existing culture is very diffi  cult to change. However, spotting critical points in va-
lues and attitudes is the fi rst step towards establishing those desired changes.

Procedures of Cultural Change
Th ey can be classifi ed into 3 procedures.

Figure 1. Source: Knowledge Management and The Role of HR – Chris Harman and Sue 
Berlade, Great Britain 2000.

Traditional factors of production, such as natural resources, labor and capital, are los-
ing importance. At the same time, there is a very visible tendency of the increasing impor-
tance of intangible assets. It includes: knowledge, information, experience, skills ... Today, 
the story of knowledge implies the entire intellectual property - intellectual capital – of the 
company. Th e value of intellectual capital is enormous, but if we take the total capital of 
100%, 80% is invisible, and only 20% is fi nancial capital.

Uncertainty has become the command of today! Th e competencies of companies are no 
longer just based on economy, accounting and presentation of fi nancial performance indi-
cators, but on something much more - on the Ecommerce of Knowledge! In the knowledge 
economy, it is most important to respond quickly and effi  ciently to unexpected and unusual 
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market demands and, at the same time, juggle the conflicting interests of less and less sym-
pathetic parties. Companies can no longer survive if they exist only in order to compete; 
now they must be ready and lasting!

The old paradigms must be discarded that reengineering and restructuring can fix any-
thing, because it cannot. It is a problem of today’s economy, which pulls the tail out of the 
past, believing that any new business can be built into the framework of old strategies and 
thinking, swaying into the cradle of security from which it will soon have to wake up as the 
new knowledge economies will overcome and overtake at great speed!

These facts are supported by realities, that most managers come from an industrial 
economy, they believe in production processes and products, and they are no longer a deci-
sive factor.

In the industrial age, people went to work and “did” their jobs. It was a time when 
productivity was ensured by routine work and the elimination of any deviation from the 
norm. Creativity was not viewed favourably. The tasks were carried out in the given frames. 
Limited jobs are created by narrow-minded people.

In today’s hypercompetitive market, the limit is the last thing a smart organization 
can afford. When people start to work wisely, it’s as if the breath of fresh air is brought into 
the work environment. Almost all companies agree that we have entered the knowledge 
economy, which means the time of knowledge workers. Human capital has been recognized 
as a driving force for innovation and a sustainable competitive advantage.

Much of our understanding of organizations was formed before or during the indus-
trial era. We are thinking about functions, although we should think of individuals. For in 
a smart organization, individuals, not the positions they occupy, are blood vessels of knowl-
edge. Coordination is not the result of the chain of command, but rather the result of coop-
eration between various team members. The more intelligent knowledge is exchanged, the 
the hierarchy is, as a coordination mechanism, underestimated and this is further under-
mined by the legitimacy on which management is based.

The “smart head” of the worker contains a part of the company’s intellectual capital 
and this makes him/her the action-maker and stakeholder of the company’s most valuable 
asset. As a result, the knowledge worker gradually turns into the role of manager, as the de-
velopment and search for a new wealth of organization has traditionally been the job of the 
manager and the executive director.

The following examples represent evidence of failure, which is the result of a blind in-
ertia- monitoring of old paradigms.

• Strategic frameworks become a dazzling light - strategies are ways and forms, which 
are in fact the windows through which managers observe their business. With the help of 
them, managers remain focused on the desired field of activity. However, from them the 
manager sees no further and deeper, does not see new ideas and possibilities, because they 
become blinding, if blindly followed!

For example: Firestone, after years of continuous growth, finally took the lead in the 
1970s American market. Michelin presented at that time safer and more economical tires. 
Firestone competed with Michelin in Europe, but due to the dazzling fear of its position on 
the market, it continued to produce only traditional tires. It lost significant market share and 
withdrew a year later.
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• Processes turned into routines - Staged processes can cause their own end. People are 
always looking for better ways to do business.

Example: McDonald has built its success on standardized processes that have been 
monitored from the top of the pyramid. Strictly adhering to this way of doing business, 
1990 lost a significant market share in favor of Burger King and Taco Bell, which were much 
faster in meeting the changing demands of consumers for healthier foods.

• Ties become unstable - Every company needs to have strong ties with its consumers, 
suppliers, employees. However, when changes occur, these links may impair flexibility. This 
implies strict adherence to certain vendors, not the search for new customers.

For example: The vision of Apple, a computer producer, on the technically elegant com-
puters and its free will, has attracted many creative engineers. Once the computer becomes 
more inconvenient, the survival of the company would depend on cost savings and faster 
production times. The engineers refused to change anything in their work, thus jeopard-
izing the relationship between the company and its leading engineers, which led to the in-
ability to react to changes in the market.

• Values grow into dogmas - Values that are full of energy and living inspire people. 
Very often they can grow into rigid, self-destructive rules and relationships.

For example, Polaroid has given a very high value to cost-cutting research, to the extent 
that it was eventually identified with that research. It almost destroyed the company.

The culture that is related to knowledge management is the one that encourages and 
values:

• Connecting into network communications inside and outside the organization
• Respect for individuals
• Creativity and innovation
• Trust
• Sharing information and ideas
• Constant learning and development
• Co-operation instead of competition
• Bringing diversity into business
• Low level of strict business policy and control
• Skills knowledge and talent

The new paradigms

1. There is no “true” ideal way of managing people
There is no “right” ideal organizational structure

2. Basing business strategy on new certainties

New certainties:
• Global competition
• Discord between political and economic reality
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3.  Manage a change so that everyone sees the change as a chance - LEADER OF CHAN-
GE.

“Successful leadership does not involve solving problems since they occur rather than 
predicting potential problems and preventing them from happening” Jack Welsh.

There are three types of companies:
• those that influence things to happen.
• those that observe what happens.
• those that are wondering why something happened.

4.  Increasing the productivity of knowledge workers - the greatest challenge of the 21st 
century.

5. The challenge of information technology - converting information into knowledge.

6. Managing your personal career.

3. CREATIVE APPROACH TO IMPLEMENTING CHANGES

Accepting changes, and even more creative change management is an extremely dif-
ficult task, especially of those companies that are not knowledge-based, or nurturing and 
creating the innovation climate. As we have already mentioned, there are various ways to 
satisfy these items, but we also need to look at the “life of individuals” within the company, 
the way the company sees them and how companies should set themselves up to gain the 
title of a creative one.

Willingness to take risk and possibly the introduction of an innovation is not always 
enough. The company must be ready to absorb personal initiatives, to enable the creation of 
innovative teams that will enable to act in line with those initiatives and will create a perfect 
ground for the growth of creative ideas that will open the door to changes.

The analysis of the creative process within each company, and in general, implies the 
concept of duality and context. (Hartley, K, 2007) The dual character of creativity is due to 
combining different styles of thinking. It is assumed that creative creation will meet our 
criteria if it goes on within certain limits while simultaneously re-examining expectations.

If creative thinking is positioned “too much out of the cliché,” then the result of creative 
thinking becomes a novelty that cannot be valued. If it is positioned too close to the “center”, 
the creative process follows the set concept and aims to fulfill the given purposes, but not in 
an innovative way. (Bolton, K. 2010) The best solution is to position creative thinking at the 
boundary of conceptual space, because in this way a creative idea can be built in a familiar 
and understandable, but at the same time expanding the existing boundaries.

This comparison helps us to project the same image to organizations when accepting 
changes.

The best recipe for developing creativity is in fact the ability to connect different com-
ponents, different styles of thinking, different processes and ideas, different contexts, and 
join them into combinations that at first glance can seem unacceptable. The combination of 
novelty and value, coupled with hard work and inventiveness, leads to remarkable results.

Creative thinking takes place in the boundaries of our brain, at points where different 
kinds of thinking and different reality are combined. Successful creative individuals are 
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particularly successful in overcoming existing borders and creating new ones.
The mind functions so as to understand the sense of confusion and uncertainty, to rec-

ognize familiar forms in the outside world. As soon as it recognizes such a pattern, the mind 
moves to it and follows it - no further consideration is needed.

What is creativity, and what is not?

Table 1: Comparison of critical and creative thinking

Critical thinking Creative thinking
analytical generic

convergent divergent
vertical lateral

probability possibility
ability of reasoning lack of ability of reasoning

focused diffuse - extensive
objective subjective

left side of the brain right side of the brain
verbal visual
linear associative

reasonable exudes unusualness
Yes but Yes and

Source: http://www.virtualsalt.com/crebook2.htm

For an activity such as problem solving, both ways of thinking are necessary. First of 
all, the problem has to be analyzed, then we are generating possible solutions, after which 
we have to choose and implement the best solution, and ultimately the evaluation of the ef-
fectiveness of the solution must be carried out. As can be deduced from the enclosed, as well 
as from the practice of real life, these two ways of thinking are often interconnected and 
supplemented. We will mention some other authors, who also deal with the perception of 
creativity.

Nickerson provided an overview of the various creative activities already presented. 
These include approaches developed by academies and industries:

1. Establishing intent and purpose,
2. Building basic skills,
3. Encouraging the collection of certain knowledge,
4. Stimulating and rewarding curiosity and research,
5. Building motivation (especially internal),
6. Encouraging self-confidence and willingness to take risks
7. Focusing on development of skills and self-competitive spirit,
8. Providing opportunities for choice and discovery,
9. Developing self-management skills (metacognitive skills),
10. Learning techniques and strategies that encourage creative activities,
11. Providing a sense of balance
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4. WHAT IS IMPLIED UNDER CREATIVITY?

Ability. The simplest definition of creativity tells us that creativity is the ability to invent 
or create something new. Creativity does not relate to the ability to create something from 
anything, but it is the ability to generate new ideas by combining, changing or re-applying 
different ideas. Some ideas will be brilliant and exceptional, while other will be simply prac-
tical, good that nobody has come up with so far. Each of us has basic creative abilities. Just 
look around and look at the kids; it’s very easy for them. In adult people, creativity is largely 
suppressed during the education process, but it is still present and only needs to be encour-
aged. Sometimes it’s easy enough to pay more attention to it and find time to deal with it, 
while in other cases it is necessary to apply techniques to encourage creativity.

A behavior – an attitude Creativity is also an attitude: the ability to accept changes and 
novelties, readiness and will to play with ideas and possibilities, the flexibility of the point of 
view, the habit of enjoying good things, and at the same time finding ways to improve them. 
We have grown up by adopting a framework of action, which allows only a small number of 
things that are assumed to be normal, such as: strawberries sprinkled with whipped cream. 
A creative person would realize that there are other options, such as: sandwich with pea-
nut butter and bananas or chocolate covered prunes. (http://www.virtualsalt.com/crebook2.
htm)

A process. Creative people constantly and diligently work on perfecting ideas and solu-
tions by gradually building up and making changes, with a certain amount of comprehen-
sion, in their work. Contrary to the myth surrounding creativity, a very small number of 
extraordinary ideas arise as a product of a single flash of brilliance or in the act of madness 
due to the rush of a large number of activities. Much closer to reality and the truth about 
creativity are stories about companies that had to undertake innovation and inventiveness 
from innovators in order to sell it to the market, because this innovator would keep that 
idea hidden and always hiding, always trying to make it even more perfect. Creative people 
always have room for improvement.

There are several methods defined to achieve creative results. These are 5 classic meth-
ods. (http://www.virtualsalt.com/crebook1.htm )

Development. This is an incremental improvement method. New ideas stem from oth-
ers, new solutions arise from existing ones, with slight improvement compared to the old 
ones. Many sophisticated things in which we enjoy today are a result of long-standing and 
constant progress. Achieving something to be improved slightly from one side and slightly 
from another side, as a result brings something much better sometimes even a net com-
pletely different from the starting solution or from the original.

Let’s look at an example of a car industry or any product of technological advancement. 
Each new model achieves a new improvement. Each new model is built on the basis of the ac-
cumulated creative experience from the previous model, so that the new model incorporates 
improvements in economic view, comfort and durability. Creativity here lies in comprehen-
siveness, gradual improvement and not in something that is completely new.

The evolutionary method of creativity reminds us of the basic principle: Every problem 
that has already been resolved can be solved again in a better way. People, who creatively 
think, do not satisfy themselves that the problem is solved once and that is the end, it can be 
forgotten and they are not led by the thought that something does not need to be repaired 
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until it breaks. The philosophy they advocate is that there is no insignificant improvement, 
any improvement leads to something new.

Synthesis. This method combines 2 or 3 existing ideas and from this comes a fourth. 
For example, combining the idea of magazines and audio tapes leads to an idea for a maga-
zine that can be listened to, which is extremely useful when it comes to blind people. Anoth-
er example. If it is known that couples go to dinner for the first meeting, and on the second 
to the theater, then these two ideas should be joined to make the third one. Make a cinema 
restaurant so that couples get dinner first, and then look at the show or vice versa.

Revolution. Sometimes the best idea is exactly different, a significant change from the 
previous one. A single example of revolutionary improvement. Professor of Psychology 
asked himself the question: “How can I improve and perfect the teaching? “ The revolution-
ary idea would be “To arrange lectures to teach students each other, let them work in teams 
and give reports.”

Re-application - “Recycling”. Observe something old in a new way. One should go be-
yond the limits set. Get rid of prejudices, expectations and assumptions and discover how 
something can be re-implemented. A creative person, for example, a painter, can go to waste 
and see in the old model of the T changer an artwork that he will paint when he returns 
to the apartment and put such work in his apartment. The key thing is to look beyond the 
boundaries of the previous idea, solution or something and see that another solution is also 
possible.

Examples: A clip can be used as a small screwdriver if it is turned downwards; the color 
can be used as a type of adhesive to prevent the screw from slipping; detergents for dish-
washing can be used as removers of DNA from bacteria in laboratories; spray for general use 
in cleaning can be used as a spray against ants.

Changing direction. Many creative solutions arise when attention is shifted from one 
angle of viewing the problems to another angle. This is often called creative discernment.

A classic example of this method is the problem with the pavement preservation de-
partment, which is how to keep the skateboarders away from certain parts of the pavement 
where holes are present. They tried to lay the fence, but the skateboarders bypassed it, tried 
to set longer fences, however, the children cut it; then they put a warning board on the fence, 
which the children ignored. Then someone from the department tried to change the direc-
tion of thinking, so they realized that their problem was how to keep children away from 
these areas, and not what the children are trying to do in all the ways to get passed the set 
barriers. The solution was to eliminate their desire to use the skate there by sprinkling some-
thing on the sidewalk so that it will no longer be so smooth. The only way to reduce their 
desire was to pour concrete into the bottom of the pit, to fulfill it to make smooth roundness. 
A sharp corner made of concrete made the skate ride impossible and this activity was com-
pleted. There are no more problems with skate riding, nor problems with the fence.

This example supports the goal of solving the problem rather than trying to implement 
an individual solution. When one way does not work, one needs to switch to another. In 
this way we do not tie ourselves to individual ways of solving the problem, but to the goal of 
solving this problem.

One of the main mistakes in understanding creativity is to identify it with a mere nov-
elty. In this way, we exclude the expediency and values carried by a creative process itself, the 
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creative individuals - the bearers of creative ideas are left entirely outside of the system and 
the process that makes the original ideas turn into creative works. (Bolton, K. 2010)

Creativity is not a search for novelties for their own sake.
One of the main postulates of the creative process is the need to ignore the usual ability 

of rational judgment and to deliberately avoid reexamining the value or purpose so that the 
creative flow would not be blocked. This will be explained later in detail, since this kind of 
thinking is called lateral thinking.

This is just one way to openly accept changes and not oppose the implementation of 
them.

At a wider organizational level, direct application of innovation can be equally harm-
ful, as it is useful, if it only insists on constant innovation and creation of new ideas, rather 
than on the development of sustainable innovations. In the sixties, Teodor Levit noticed 
that those who are led by the non-critical introduction of innovations ignore the means and 
abilities of the organization to accept the novelties and observe the issues of continuity and 
sustainability of innovation. (http://hbr.org/2002/08/creativity-is-not-enough/ar/1)

For this reason, it is very important to create such a culture of an organization that 
supports the climate of innovation and creativity. In this way, a balance will be established 
between the exaggerated aspiration to constantly insist on the introduction of innovations 
and between closing the organization towards innovation, which will be driven by the way 
of creative industries.

Therefore, the motto of such an organizational culture should be: There should be no 
novelty before the value!

The value of innovation is as important as the novelty it carries in itself. True creative 
thinking involves combining multiple components of knowledge and different styles of un-
derstanding reality, in order to reconcile the possibility of creating a novelty with the ability 
to develop and determine its value.

The creativity of the individual, innovative ideas and inventions represent only a small 
part of the complex production process. In a modern creative economy, ideas are cheap, be-
cause there are so many, and it’s only important what will be done with them and how they 
will be realized. The challenge of management and the structuring of creative processes is 
the tolerance of contradictions and the management of opposites.

The creative and innovative ability of an organization becomes increasingly important 
by moving from a material based economy to transactions in a creative industry in which 
core capital consists of ideas and knowledge.

“Matrix organizational structures are much better adapted to fast, fragmented mar-
kets, innovative products and a flexible, highly qualified workforce. Such structures enable 
quick re-creations of creative teams and resources, thereby encouraging the productivity of 
employees in the creation and implementation of innovations.

The myth that creative industries are the product of individuals is just a myth. Crea-
tive individuals are part of the system and networks, which is often lost out of sight when 
favoring “personal talent”. Creative processes in creative industries are essentially collective, 
although they are based on the abilities of individuals. It could be said that the high level 
of addiction in the supply chain is a direct result of specialization and individualization of 
creative work. Neither the individual nor the firm can expect to be self-sufficient or com-
pletely independent. “ (Hartley, J. 2007)
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Taking on multiple roles in creative industries is different from playing a role assigned 
to a team in traditional organizations. Assigning a role to the team gives employees an ex-
tremely limited and non-creative stereotype, because each role is based on a pre-planned 
system, rather than the real complex and multiple, personal abilities advocated by knowl-
edge management theory. In contrast, multitasking and changing roles in creative indus-
tries are creative and necessary. At the beginning of each new project or when establishing a 
new company, if we are talking about creating a creative climate from the start, the roles that 
each individual receives as well as the powers are defined only comprehensively, and com-
munication is informal. The next step is to change the roles so that each individual changes 
the way of reasoning, where elements of something new and unknown are introduced into 
the change of the viewpoint, and where there are appeals for the reexamination of existing 
ideas, which automatically results in the triggering of our brain and the creation of new ide-
as. In addition to general review, there are numerous techniques and methods that help our 
brain to overcome the existing frameworks and views of the existing problem or challenge 
from a completely new perspective. These are tools and techniques of the so-called lateral 
thinking and for the needs of this textbook we will briefly describe only some of them, which 
in the application enable and create the innovative and creative climate, as needed, in order 
to make companies deals with resistance to change.

The term lateral thinking was created by Edward de Bono in 1967 to enable the prob-
lem-solving tool in an indirect and creative way.

The critical way of thinking is primarily concerned with the examination of the truth-
fulness of some statements and the search for errors. The lateral way of thinking focuses on 
the value improvement of these statements and ideas, i.e. it focuses on the values that they 
carry. A person, who wants to distance himself from already known and existing idea and 
create a new one, uses a lateral way of thinking.

If we consider the behavior of the system of creating patterns, which are organized in 
our own perception, then the logic of lateral thinking is derived from these patterns.

The nature of the human brain (Ristić, D. 2011) is such that all observations of the 
outside world are “classified” into known, common, previously adopted schemes of think-
ing and understanding (comprehension). Therefore, data analysis and information do not 
usually give new ideas. The brain can “see” only what it is prepared for. So, when analyzing 
data, one can only get ideas that already exist. We are so educated that we always try to “re-
member” something that we have heard or learned we are prone to “copying.”

We usually expect things to happen in the usual, expected way. If we somehow manage 
to cross over, to circumvent the mainstream of thoughts or anticipated events and to enter 
into some kind of “lateral flow of thought”, then we can return to the starting point and get a 
creative insight into a possible solution, that is, to get a new idea for a solution. It is a humor 
model and it can be graphically shown as in Figure 4. This is also a model of the so-called 
lateral or sideways thinking.

Six thinking hats represent an extremely powerful technique of lateral thinking. It is 
used to change the perception of making important decisions. This technique forces us to 
move beyond the limits of the usual frame of thinking and help to get a more rounded look 
at the given situation. (De Bono, 1995)

Many successful people are thinking in a very rational, positive way. This is part of 
the reason they are successful. Often, however, they cannot look at the problem from an 
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emotional, intuitive, creative or negative angle. This can mean that they underestimate re-
sistance to plans, they are not ready to make a creative step and are not ready to engage in 
anything that is unusual.

This technique of lateral thinking is a simple and proven technique that arouses en-
thusiasm, creativity, courage in every person and all in order that every meeting and every 
decision are filled with new ideas.

The hats are metaphors. Each represents another perspective, or a different way of 
thinking. Team members get a hat of a certain color and while this hat is current, they 
must think in the way that color determines. This helps them to look from the perspective 
of others and not to be exclusive in their views. Symbols are very effective and really work. 
Symbols are related to putting on and using of the hat, which is automatically identified by 
“putting” a particular type of thinking on the head, i.e. focus on this type of thinking.

What is really fascinating about the application of this tool is that in a very simple way 
(pure symbolics like hats) the course of thinking is aimed at the desired direction by using 
only one hat at the same time for all participants.

Each participant thinks in parallel with others, not one against the other as in the tra-
ditional conflicting way of thinking.

The technique of six thinking hats separates the ego from performance. There is no 
more losing out among the powerful thrown in information at once and in one place.

The mere replacement of the hats is very interesting and good at the same time, because 
in this way one switches from one way of thinking to another, but the focus under each hat 
remains tied to what is meant by this hat. People need to be encouraged to wear hats, because 
this is a very effective way for people to understand a change of mind, not as a morality or 
an order, but simply changing hats and focusing on what the hat is expected at that moment.

This method-technique leads to a drastic reduction in the duration of the meetings 
(saving about 75% of the time) and to constructive results. Recently, this method has been 
adopted by a growing number of companies including: Du Pont, IBM, NASA Prudential 
Texas Instruments, NTT, Statoil, Shell, JP Morgan.

A brief review of each hat:

White hat
Information that is known and needed
• Neutral and objective
• Pure facts and figures
• First-class facts: checked and proven
• Facts of the second class: which are believed to be true
• The information that is needed is identified
• Never express your own opinion

Yellow hat
Opimism: values and benefits - why will something work?
• It symbolizes the brightness of the sun, cheerfulness and optimism
• Positive and constructive
• Investigates and supports
• Tends to find logical support
• Generative and supportive
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• Allows visions and dreams

Green hat
Possibility, alternatives and new ideas
• It symbolizes fertility, growth and seed value
• Creative thinking
• Search for alternatives
• It does not have to be logical
• Action replaces reasoning
• It starts from one idea in the direction of another idea
• It creates new concepts and views

Red hat
Presentiments and intuition
• Legitimizes emotions and feelings
• “This is how I feel”
• Fears, what we do not like, we love, we hate
• Contrary to neutral, objective information
• Let it be concise
• There is no need for justification
• Allows exploring the feelings of others

Black hat
Negative reasoning, the so-called devil’s lawyer - why this will not work
Caution - no discussion
• Negative critical reasoning
• Risk analysis
• Logical reasons must be given
• Stresses dangers and potential problems
• Points out errors in the project

Blue hat
Manage the thinking process
• The hat that controls
• Conductor of the orchestra
• Organizes thinking
• “deliberation about the thinking needed to explore the subject”
• Calls for the use of other hats
• Sets the focus: defines the problem and shapes issues
• Responsible for summaries, reviews and conclusions
• Takes care about being treated by the rules

The Scamper technique belongs to the category of linear thinkertoys techniques, class 
A. This class of techniques reorganizes known information in a different way by randomly, 
sharing, combining or manipulating this information for the purpose of creating new star-
ting points, entering the creative problem solving zone. Using these new inputs, you can 
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move from idea to idea, until you find the one that suits you most. It’s similar to stones in the 
river. We cross from one stone to the other, in order to cross the river. (Mihalko, M, 1991)

The Scamper technique consists essentially of nine techniques for transforming ob-
jects, services or processes into something new, how to improve something.

The Scamper technique is a list of questions that support the promotion of ideas. In es-
sence, it provides an abbreviation for the following questions:

Substitute something - Substitution is actually a method of attempts and errors, i.e. 
replacing one thing with another, until the right idea arrives.

Combine it with something else - Creative thinking involves synthesis - the process of 
combining already existing ideas to get something new.

Adapt something to it –Adjust something to that particular part. What is the paradox 
of creativity is that first we need to get to know the ideas of others, in order to get to some-
thing original.

Modify or Magnify it - People, mostly, objects or things that are more priced and per-
ceived larger than those who are not. It’s a simple example of poor and rich children. Poor 
children see money as great, while the rich do not. As far as changes are concerned, every-
thing can be subject to change.

Put it to some other uses – Using it in a different way. This question will primarily help 
you to find the idea, and then imagine what else you can do with that idea.

Eliminate something. It is not meant in the literary sense of the word - to remove. Ideas 
are sometimes made by reducing the subject. Constant shortening of ideas, processes and 
objects can narrow down the challenge, to the part or functions that are necessary. Along 
with the great whole, isolate the part that we need.

Reverse or Rearrange it. Creativity consists in rearrangement of what we know in a way 
to discover what is unknown to us - which leads us to exceptional ideas.

These techniques are not a tool for an individual. They are applied in teams and without 
them they are of little use to companies. Here again, we are returning to the fact that compa-
nies that strive to constantly adapt to change, to manage the knowledge of their employees 
and to be creative and innovative at the same time, must not only be viewed by a creative 
individual, but by a creative team.

5. FINAL CONSIDERATIONS

For companies to get into the streams of creativity and become part of the so-called 
creative industries, where the changes are imperative, they need to form a Creativity and 
Innovation Team (TKI). These teams represent an effort within the company to create a 
collective model of applicable creativity and to place this model as a key element of each of 
the functions in the enterprise, from which all further initiatives around each function will 
start.

Within such formed teams, diversity and contradiction are taken as the input resource 
in the process of creativity, from which seemingly incompatible ideas are obtained by “pro-
cessing”. The task of these teams is to tolerate diversity, build ideas on this diversity and have 
the power to reach other parts of the organization. Perhaps their role will not be theatrical 
to the extent that a boom effect is expected every time, but it is the task of this team to recog-
nize and develop an idea that has already been formed, but it could not be realized.
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This team is built by individuals who know how to listen, who can adapt existing ideas 
to the needs of the company and transform them, individuals who generate ideas, but also 
those who think critically. Each team must develop the ability to solve problems as much as 
the ability to find problems. Balances must be achieved, because only in this way teams will 
be able to create a realistic picture of how useful the company is, how much the company’s 
ideas and competitiveness fit into the existing image and market situation. TKIs should be 
an integral part of the bloodstream of a creative organization based on change.

In this way, as well as creating a cultural climate that represents creativity, willingness 
to change not only the modes of operation, but also the ability to integrate the company into 
the broader framework of today’s knowledge-based paradigm, is realized.
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Abstract:  The aim of this paper is to point to the significance of corporate information security and 
empirical study of leaking confidential personal information in 2017 in the world, for commercial 
and non-commercial state organizations, which were caused by malicious or neglecting activities of 
employees or external attackers and their percentage share according to the criteria determined. The 
study was based on database created based on public announcement on the cases of leaking of confi-
dential information. The criteria includes less than 1% of cases of the assumed total number of leaking. 
The criteria of this categorization of leaking were chosen in such a manner that category studying con-
tains enough elements in order for the research field formation to enable the theoretical observation of 
the sample and the results and trends observed the generalization of the conclusion. The results have 
shown that in 2017 there were registered 1505 cases of information leaking, of which 965,9 million 
of personal. 32,2% was caused by external ill-wisher and  65,4% the employees. Personal data and 
financial information are the most frequent objects of the attack – 90,8%. The networks are the most 
frequent channels of leaking information– 45,6%. The greatest percentage of information leaking is in 
commercial medium companies and the most attractive economy branch for the attacks is in the field 
of high technologies, trade and transport. The data of trade, transport and high technology organiza-
tions are usually attacked from the outside, while financial, medical and educational organizations 
are as a rule attacked by the insiders. For the theft of the data, less and less are used electronic mail, 
portable media, services for rapid messages because the control of these channels is big. The sources 
of hackers are closed uncontrolled channels whose protection systems either do not work or they are 
not efficient.

Keywords:  corporate security, information protection, information security, leaking of confidential per-
sonal information.

1. INTRODUCTION

Information protection, i.e. information security, is the subject of a general interest of 
both state institutions and corporations and other economy subjects. In that aspect, as one 
of the most important tasks, there is defined the development and implementation of reli-
able methods and means of information protection, as well as looking for systemic solution 
and means of protection by the application of the most effective algorithms and methods 
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of projecting means of information protection – information security instruments (Trivan, 
2012). Historically, observed, information protection (information security) is defined as: 
protection of information systems against unauthorized access or modification of informa-
tion both in warehousing, processing or transfer and against deprieving the authorized us-
ers from services, including the required measures of detection, documenting and elimina-
tion of such threats. (National Information Systems Security Glossary, 2000) .

For the field of information protection, it is very significant to overcome the arrogance 
and conservatism that can exist in the part of corporative management, and which can be 
expressed in underestimating the threats for the integrity of information system, unfamili-
arity with basic structure of IS, as well as avoiding communication with the staff who work 
on jobs of protecting that system. As explanations and excuses for not investing in protec-
tion measure, very often there are mentioned their high price and ineffectiveness in the short 
run. (Rodic, Djordjevic, 2004)

2. DEFINITION AND HISTORICAL DEVELOPMENT OF INFORMATION 
PROTECTION

Historically observed, information protection is defined as: protection of information 
systems against unauthorized access or modifications of information both in warehousing, 
processing or transfer and against service deprivation of authorized users, including the 
required measures of detection, documentation and elimination of such threats. (National 
Information Systems Security Glossary, 2000).

As Wolf stresses, historically observed, development of information security has begun 
in 1960’s through COMSEC – Communication Security (Wolf, 2003). With the appearance 
of the first computers, in the beginning of 1970’s, there originated computer security COM-
SEC and COMPUSEC are joined in information security (INFOSEC - Information Secu-
rity), which attempted to integrate previously separated disciplines such as security of the 
personnel, computer security, communication security and operative security.

3. HARMFUL IMPACTS ON INFORMATION INFRASTRUCTURE

Information infrastructure can be exposed to harmful effects of different nature that 
can directly or indirectly jeopardize its functioning. Those impacts can be classified into 
failures, incidents and attacks  (Ellison et all. 1997). Failures are potentially harmful events, 
caused by internal defects of the system or defects on external elements required for its 
functioning. They can be the consequence of mistakes in software designing, as well as con-
sequence of failures of hardware, human mistakes, etc. category of the incidents includes all 
random events such as natural disasters and catastrophes. Unlike the failures, incidents are 
the events whose cause is out of the system (Petkovic, 2009).

Attacks on information systems can be defined as direct actions against networks or in-
formation systems with the aim to interrupt operations without authorization, take over the 
control and destroy, change of corrupt their data (memorized or in processing) (Stallings, 
1995). According to some authors, we can distinguish three types of attacks on information 
systems:
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- physical attack (Marlin, Darvey, 2004);
- electronic attack;
- cyber attack (Petkovic, 2009).

According to Robert Eagan, among the security threats to the information systems 
that are of internal origin, the most widely present are material damages, impairments and 
dysfunctions that occur accidentally, due to reluctance and negligence of the employees, 
responsible people and managers (Eagan, 2005). External endangerment of information 
systems can also be different, from the property, through political to computer and other 
forms of high-tech crime.

Rodic and Djordjevic point out that the attackers are the starting point of each attack 
to the computer system, although they are different by what they are and where they come 
from, according to their abilities and whether they are within our outside of the system they 
are attacking (Rodic, Djordjevic, 2004). In that aspect, the attackers can be divided into six 
categories: hackers, terrorists, organized attackers, professional criminals (Rodic, Djordje-
vic, 2004).

Javorovic points out that there are following sources and types of dangers for the infor-
mation systems of corporations:

- program (software) sources of vulnerability,
- hacker attacks, with the intention of breaking into the information,
- piracy, i.e. illegal multiplication and selling of piracy software,
-  physical attacks on information and communication systems, including internal and 

external thefts of data and information, theft of information equipment, disabling of 
server, destruction of information equipment, deliberate causing of fire and terrorist 
attacks to the information systems,

- endangering from the environment,
- internal organizational problems,
- information and business espionage,
-  inexcusable and criminal behavior of the users of information systems and networks, 

especially the Internet,
-  technical mistakes in components of information and communication technology 

(Javorovic, Bilandzic, 2007).

4. METHODS AND MEANS OF INFORMATION PROTECTION

By the measures of information security we imply general rules of data protection 
that are realized on physical, technical and organizational level. Standards of information 
security are organizational and technical procedures and solutions meant for systematic 
and unified implementation of the prescribed measures of information protection (Trivan, 
2012). Measures and standards of information security determine minimum criteria for the 
protection of confidential data in business subjects (Ivandic et al. 2011).

The most significant international norm for management of information security is the 
standard ISO/IEC 27001:2005, which defines requests for establishment, maintenance and 
continuous improvement of information security management system. Specificity of this 
norm is in the fact that the term of information secuirty is not observed exclusively from 
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information aspect, but also predicts the application of other elements of corporate security, 
such as physical and technical security, human resources management, legal protects, etc.

The norm ISO 27001 contains the guidelines and specifications for the help to the or-
ganizations that are developing ISMS – Information Security Management System. ISMS is 
a systematic approach to the security management of information that are in the possession 
of an organization, and it includes executors, processes, information systems, policies and 
procedures (Ivandic et al. 2011).

According to B. Javorovic, in order to protect the information systems, corporation 
should implement the measures that include different areas: normative-legal measures, pri-
marily the adoption of the Rulebook on information and communication protection, by 
which we could develop the rights, obligations and responsibilities of all the structures in 
the company, from the management and organizational units up to each employee; organi-
zational measures, including system establishment (organizational units) for information 
and communication security, organizational solutions for implementation of particular 
protection measures (access level to information bases, procedures and actions, network 
security, organization of security zones, etc.); program measures (timely programming of 
appropriate protection procedures according to the questions: who? what? of which? where? 
when? how? by what? And the like, the application of the anti-virus protection program, 
protection against the hackers and other types of external endangering, setting the so-called 
firewall protection, the application of «strong» passwords, program update, etc.); technical 
and technological measures (usage of protection possibilities of the very information and 
communication technology, application of technical means in that protection, including 
alarm systems, video surveillance, systems for limiting the access to the premises, servers 
and bases and the like); personnel measures (security procedures in the selection of business, 
management and leading professional staff and reception of new employees, nomination of 
information management, selection of capable system and network administrators, etc.); ed-
ucation measures (security training of all employees and different forms of professional im-
provement in implementation of security procedures and protection measures, acquisition 
of appropriate certificates and the like); supervision, which includes the tours of restrictive 
space, review of the software and hardware, testing, monitoring of activities and security 
incidents, permanent communication with responsible management and professional staff, 
an insight into the application of international and national regulations and norms, etc.); 
sanctions, which depending on the seriousness of the inflicted damage can range from the 
hearing, warning, reduction of salary, compensation for the damage, change of the work-
place, abolishment of authorization, up to the firing and prosecution; physical measures that 
include that supervision of entrance-exit places, identification of visitors and their leading to 
the destination, prevention of unauthorized entrance and movement in the business prem-
ises, prevention of burglaries and thefts, interventions in case of a fire and other accidents 
and the like; counter-inteligence measures, which are taken at software, hardware, techni-
cal and physical level, with the aim to prevent illegal, unauthorized penetration into secret 
databases, which can be attempted by competition (national and international) corporations 
or foreign intelligence services; security regulation of business environment (measures for 
the maintenance of optimal temperature and reduction of moisture, noise, dust), in order 
to protect and provide secure work of information and communication systems (Javorovic, 
Bilandzic, 2007).
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5. PREVENTION OF UNAUTHORIZED ACCESS TO INFORMATION 
SYSTEMS OF CORPORATIONS

Some authors point out that the protection of corporations’ information systems against 
unauthorized access includes four areas significant for information security: security verifi-
cation, physical security, data security and information system security (Ivandic et al. 2011).

By the authorization, the user is even after the access to the information system limited 
in actions and manipulations with data and information. In that aspect, each implemented 
action on data and/or information should be registered, especially if they have occurred 
(Rodic, Djordjevic, 2004).

6. AUTHENTICATION AND NON-REPUDIATION OF INFORMATION

The progress in computer technique and appearance of networks (LAN and WAN and, 
first of all, INTERNET), has extended the list of information properties, before which there 
are some security requirements set. Those are primarily authentication and non-repudia-
tion. Based on the mentioned features of information, ther concept of information security 
was defined in the 1990’s. It is important to observe that the difference is not only of a termi-
nological nature, but it is also about essential changes (Stephenson, 2010).

Determination of authentication means proving that the user of information system is 
really the person that it is said to be. Such a proof usually consists of the combination of data 
on the following characteristics of users: something that only one person knows (password), 
something that only one person has (card), something that only one person is (fingerprint), 
something that undoubtedly represents the behavior of a person (handwriting, speech). Ver-
ification of authenticity is the ability of the system to verify the identifier (or several of them) 
that are pointed out by the user, i.e. determines whether the system is accessed by the user 
whose identifier is pointed to the system (Rodic, Djordjevic, 2004).

7. DETECTION AND REACTION

Important characteristics of information security and operativity (operational in na-
ture) and sensitivity to time (time-sensitive). There characteristics are expressed by the terms 
detection and reaction. It is about defansive operational possibilities for which, along with 
traditional information and protection activities, from the late 1990’s, we use terms of infor-
mation war theory, i.e. Defensive Information Operations – DIO (Field Manual, 2010). The 
term information security in the USA was officially introduced in 2002, by the directive of 
the Ministry of Defense. According to that document, information security (IS) consists of 
“information operations of protection and defense of information and information systems, 
which enable their disposability, integrity, authenticity, confidentiality and non-repudation 
and it implies the restauration of information systems by incorporated possibilities of pro-
tection, detection and reaction“ (Department of Defense Directive No. 8500.1, 2002).
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8. COMPARATIVE PRACTICE OF INFORMATION PROTECTION IN THE 
MOST SIGNIFICANT CONTEMPORARY MODERN

According to Zdravko Bazdan, information systems of corporations can be divided 
into: information systems for collection and processing of data; information systems (in-
ternal informing of managers and employees, informing of business partners and the like); 
information systems, which are the base for all information and business structures; inte-
gral information systems, which consist of data and information sources, their collection, 
selection, verification through data processing, information processing, creation, develop-
ment and maintenance of information bases, presentations of certain segments or whole 
collected information material, transfer to the user, monitoring of success and efficiency 
of system’s work, then return of information through entering the results in own base of 
data and information, with the optimal supervision and management. The main part of that 
system – information operative unit, often called Operative-Information Center (OIC). At 
the top of information system within the corporation there is management or information 
management, which has subordinate services for development and construction of informa-
tion system, study of information needs, user processing and preparation of information, 
business-intelligence activity and for information supervision and security issues. Accord-
ing to Z. Bezdan’s data, among the modern transnational and multinational corporations, 
the most complex information systems have General Electric, Royal Dutch Shell, General 
Motors, Toyota Motors, Exxon Mobil, British Petroleum (BP) and JP Morgan Chase, which 
are also according to other parameters among the most powerful companies in the world 
(Bezdan, 2009).

As it is stressed by B. Rodic and G. Djordjevic, some threats to information systems of 
corporations remain unrevealed, due to which special services are engaged to discover or 
evaluate the possibility of a threat. At the same time, vulnerability of the system is vice versa 
to the level of its defense. The significance of the very information system depends on its 
financial, material or political value. The analysis of threats, vulnerability and significance 
of the system, availability of counter-measures and ration of risk price and cost price helps 
in leading and determining the required activities of company’s management and priorities 
in the work with risks in protection of information, as well as in case of introducing controls 
of the nominated in order to protect against those risks. In some situations, it is required 
to stress that the process of evaluating the risk and selection of control are repeated a few 
time in order to include different parts of corporation or individual information systems. 
Methods of risk evaluation can be applied to the whole organization, or only some its parts, 
as well as individual information systems, specific components of the system or services, as 
well as the functions, in cases where it is feasible and where it is of help (Rodic, Djordjevic, 
2004).

Bozidar Javorovic points that information systems have become to the world what the 
nervous system and bloodstream are for the human organism, so that the crush of the global 
information system would lead to the drop of modern civilization and return the living man 
to the level from the distant past. At the microlevel of corporation, destroying the database 
or internal information system would imply business capastrophe that many companies 
would not survive. According to this author, the problem is that with greater complexity, 
size and importance of information systems, their sensitivity to all types of attacks and en-
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dangerments that the consequences of its destruction become harder and harder (Javorovic, 
Bilandzic, 2007).

Modern global corporations believe that information security is one of the most im-
portant priorities in leading their business. In accordance with that, radical changes in or-
ganization of information security service in those companies are obvious, they are not only 
separated from the service for development and application of information technologies, 
but very often there are introduced the functions of directors (CISI) and managers of in-
formation security (BISO). This shows that the issues of information security and issues of 
business information protection, which were recently considered marginal, have come to the 
position to be the scope of interest of the very top management (Muravjeva, 2006).

9. EMPIRICAL STUDY OF LEAKING THE CONFIDENTIAL 
INFORMATION IN THE WORLD METHODOLOGY

In recent couple of years from cover pages and striking news of the leading media 
houses we were continuously informed on the leaking of confidential information of global 
corporations. It is about big and significant names of corporations, victims of the theft of 
confidential information: Anthem, Apple, AT&T, British Airways, DreamWorks, Electronic 
Arts, Equifax, FIA, Google, HBO, HSBC, HTC, JP Morgan Chase, Kia Motors, Lenovo, 
Lufthanse, Microsoft, Morgan Stanley, NVIDIS, PayPal, PwC, Samsung, Starbucks, Tele2, 
Toyota, Twitter, Uber, United Airlines, Yahoo.

In 2016., in the world there were registered 1395 cases of leaking of confidential infor-
mation, which is 22% more than 2015. (source: http://bis-expert.ru/bis-summit). The most 
leaking was connected with personal data – 92%. More than 767 millions of personal data 
were compromised due to the errors of intentional activities of internal attackers. In 2016., 
there was recorded 14 big cases  – there leaked more than 10 million of personal data, which 
is 89% of all compromised recordings. Banks, Internet services and medical institutions 
were the most frequent targets of the attack. In 55% cases, the culprits of the leaking of 
confidential information were the employees in companies and in one case it was a highly 
positioned manager of the organization (source:  http://bis-expert.ru/bis-summit).  Eleven 
and a half million of documents have leaked from one of the main agencies for the establish-
ment of off-shore companies „„Mossack Fonseca““. The papers reveal the names of different 
politicians, criminals, businessmen and celebrities who have been hiding behind the com-
panies founded in tax paradises. In this study, led by ICIJ and “Suddeutsche Zeitung” there 
have participated more than 100 editorial staff teams throughout the world (source: https://
www.krik.rs/najvece-curenje-informacija-iz-ofsor-zona-u-istoriji/#sthash.X1CstAty.dpuf).

Due to everything above mentioned, the subject of the study is the leaking of confiden-
tial personal information.

In this paper, there are combined qualitative and quantitative methodological ap-
proach, the so-called triangulation method. Techniques and instruments were chosen with-
in descriptive research method. There were applied the analytical-synthetical and statistical 
method, as well as content analysis.

Research was based on a database created based on public announcements on the cases 
of leaking of confidential information (means of a public informing, blogs, Internet forums, 
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other open sources) from commercial and non-commercial state organizations, to which it 
came by malicious or negligent actions of employees or external attackers.

In case of creating the base, each leaking of data was classified according to the follow-
ing criteria: size of organization, industry branch, damage level, type of leakage (according 
to the intention), leaking channel, type of information.

Sample

The study includes less than 1% of case of the supposed total number of leaking. How-
ever, the criteria of leaking categorization are chosen so that the study if many categories 
contains sufficient elements in order for the formation of research field to enable the theo-
retical observation of the sample and the results of the study and the trends observed the 
generalization of the conclusion.

In order for the sample to be as harmonized as possible, from the study we have ex-
cluded the so-called “mega leaking” (more than 10 million of information) of personal in-
formation, as well as those with less than 100.

Cases of impairing the confidentiality of information and similar incidents that did not 
result in leaking of information, as well as those with the unclear data source (when we do 
not know which organization had the information) were not included in research sample.

It is important to mention the fact that these incidents are only the top of the iceberg. 
In 2017., there were many cases of confidential information leaking recorded from medical 
and financial institutions, most frequent due to the error  or carelessness of the employees.

The goal of the study is to determine the number of leakages of confidential personal 
information in 2017 in the world, based on public announcements on cases of leakage of 
confidential information (public information means, blogs, Internet forums, other open 
sources) from commercial and non-commercial state organizations, to which it came by 
malicious and negligent activities of employees or external attackers and their percentage 
share by different criteria: size of an organization, industry branch, damage level, leakage 
type (according to the intention), leakage channel, information type.

Based on the subject and goal of the study, the following tasks were set:
1. study public announcements on leakage of confidential information in the world.
2.  create a database based on the studies of announcements of confidential information 

leakage cases in the world.
3.  classify leakage of data according to the following criteria: size of an organization, 

industry branch, damage level, leakage type (according to the intention), leakage 
channel, information type.

4. set aside the spotted trends.

Hypotheses

H0 leakage of confidential information is rising
H1 internal attacks are the most frequent types of activities
H2 the employees are the most frequent information leakage type
H3 personal data and financial information are the most frequent objects of the attack.
 H4 networks are the most frequent channels of information leakage in cases of random 
information leakage
 H5 networks are the most frequent information leakage channels in cases of intentional 
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information leakage
 H6 medium enterprises are most frequently the targets of the attack to confidential 
personal information
H7 the greatest percentage of information leakage is in commercial enterprises
 H8 the most attractive industry branch for the attacks is in the field of high technolo-
gies, trade and transport.

10. RESULTS OF THE STUDY WITH DISCUSSION

In 2017., there were registered  1505 cases of confidential information leakage, of which 
965,9 million were personal – numbers of social insurance, bank cards and other confiden-
tial and important information.

Table 1. Leakage of information by activity vector

No. Activity vector Percentage
1. External attacks 32,2
2. Internal attacks 64,4
3. Unclassified 2,5

There were registered 484 or 32,2% information leakages whose cause is the external 
ill-wisher. In 984 or 65,4% cases, the leakage of confidential information occurred due to 
the guilt of employees. External attacks were recorded in 15 out of 21 cases of mega leakage.

By this, we have proven our H1 hypothesis Internal attacks are the most frequent type 
of activity.

Confidential information leakage caused by external attacks is characterized by a great-
er range of compromised data. On the average, per one external attack there are compro-
mised about 1,26 million data, while in case of the internal attack, it is 0,34 million. This, of 
course, does not imply that leakage that came from the inside is less devastating and danger-
ous than the one that occurred due to the external attack.

Table 2. Information leakage according to the source

No. Leakage source Percentage
1. Manager 1,1
2. System administrator 1,4
3. Employees 48,9
4. Former employees 2,3
5. External associate 7,6
6. External ill-wisher 32,2
7. Unclassified 6,5
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As it is presented in Table 2. in 2017. in 51,2%  cases the culprits for information leakage 
were current or former employees (48,9% and 2,3%). In more than 1% of cases, there was 
recorded the culprit of organization’s managers (top management, department management 
and the like), which confirms our hypothesis H2 the employees are the most frequent in-
formation leakage type. There is a very high percentage of leakage that occurred by external 
associates who have the access to the protected information,  3,5%.

Table 3. Information leakage according to the data type

No. Data type Percentage
1. Personal data and financial information 90,8%
2. Commercial secret, know-how 5%
3. State secret 1,7
4. Unclassified 2,5

The highest percentage of confidential information leakage is in the domain of personal 
and financial data – 90,8%, then there are commercial with 5%, state secret with 1,7% and 
2,5% are unclassified, which confirms our third auxiliary hypothesis H3 personal data and 
financial information are the most frequent objects of the attack.

Table 4. Incidents by the character

No. Character of the incidents Percentage
1. Information leakage 82
2. Fraud by using the data 10,3
3. Overrun of right to access information 7,7

The thing that we have observed as a main trend on a global sample of our study is a 
high level of information leakage caused by malicious attacks from the outside. Almost 2/3 
of the compromised personal information in 2017. occurred as a result of external attacks. 
There are set aside the incidents that refer to illegal activities of the hackers, penetration into 
infrastructure of the company, theft of information on clients and employees.

Channels of information leakage

In 2017., most frequently registered information leakage channels were: the loss of 
equipment, electronic mail, paper documents, as well as portable media, mobile devices, 
text of the video message and social networks. Comparing the data obtained in our study to 
the data from 2016, we observe the trend of information leakage reduction due to the loss of 
equipment, electronic mail and paper documents. Another trend is observable when we look 
at information leakage channels. Namely a great number of cases where we cannot precisely 
determine the leakage channels and percentage of such information loss is 21,3%.
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Table 5. Information leakage channels

No. Information leakage channels Percentage
1. theft/equipment loss 7,6
2. Mobile devices 0,2
3. Portable media 3,6
4. network (browser, cloud...) 45,6
5. Electronic mail 7,5
6. Paper documents 14
7. Video materials 0,3
8. Unclassified 21,3

There is an opinion that cases of random information leakage are less harmful for the 
company than ill-wishers. However, this is a wrong assumption. The practice has shown that 
the consequences do not depend on the type of leakage or the sources of activity than the 
character of the information lost.

Table 6. Random and intentional information leakage cases

No. Information leakage channel
Percentage

Random Intentional
1. Theft/equipment loss 1,5 0,4
2. Mobile devices 0,3 0,2
3. Portable media 5,5 0,4
4. Network (browser, cloud...) 27,4 73
5. Electronic mail 12,1 2,1
6. Paper documents 21,9 2,1
7. Video materials 10,3 0,1
8. Unclassified 21 21,7

It is important to mention that the networks are the most critical information leakage 
channels and both in case of random and intentional. This confirms our hypotheses H4 
Networks are the most frequent channels of information leakage in case of random in-
formation leakage and H5 Networks are the most frequent information leakage channels 
in case of intentional information leakage.  Network information leakage is characterized 
by a high level of data criticality and a big scope of compromising information.  As a result 
of external attacks there appears a great financial loss for the company. Only one incident 
can drastically change the future of the company and have a negative effect on its strategy.

45% network incidents refer to financial data – numbers of accounts, balances, credit 
cards.
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Table 7. Financial data leakage by channels

No. Information leakage channel Percentage
1. Theft/equipment loss 7,57
2. Portable devices 0,63
3. Portable media 3,56
4. Network (browser, cloud…) 45,57%
5. Electronic mail 7,49
6. Paper documents 14%
7. Video materials 0
8. Unclassified 21,27

Small percentage of intentional information leakage through mobile devices, porta-
ble media, electronic mail and paper documents can be explained by the fact that those 
channels are less and less used for malicious attacks. The attackers are aware that through 
modern means of control we can successfully intersect the transfers of confidential informa-
tion through these channels and for that reason they do not risk failure.

Domination of network channels both in case of intentional and unintentional infor-
mation leakage testifies, primarily, on the growing significance of this channels to business. 
Number of communication services connected to the network is very big. The amount of 
employees’ mistakes who work in those services is growing year after year. Accordingly, 
there also grows the number of random information leakage in case of information spread-
ing through the network, publishing of data on the Web and so on.

On the other hand, ill-wishers more and more rarely use these channels in which there 
is controlled information transfer – electronic mail, rapid announcements services and the 
like.

Confidential information leakage according to the type of the company.
According to the type of organizations, the highest percentage of information leakage 

occurs in commercial – 72,8%, then state– 17%, and 10,2% is unclassified which confirms 
our seventh additional hypothesis H7 the greatest percentage of information leakage is in 
commercial companies.

If we however look at industry branches, we will observe that the greatest percentage is 
in trade – 63,9%, then in high tech branches (Internet services, selling websites and the like) 
– 63,2%, then there follows the production and transport with 61,6%, banks and finances 
with 51,3%, then medicine – 26,1%, oil and gas – 25,9%, education 24%,  public and state 
government 7,8%, which confirms our eight additional hypothesis H8 the most attractive 
industry branch for the attacks was in the field of high technologies, trade and transport.

The attraction of industry branch for the attacks is conditioned by the data liquidity 
that the company owns. The assumption of the attacker on the data protection level in the 
industry branch also affects the attractiveness, but vice versa. The attraction of the branch 
finds the ultimate confirmation in the number of recorded intentional information leakage.

One of the main reasons of the high percentage of information theft in medical and 
financial institutions is a low level of the culture of using the information of a limited access 
and high liquidity of data.
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According to the size of the company there also exists the difference. The greatest per-
centage of information leakage was recorded in medium companies – 85%, then big – 8,7% 
and the least in small – 6,3%. Thus we confirm ours hypothesis HG Medium companies are 
the most frequent targets of the attack to confidential information.

It is important to mention that such a situation has appeared two to three years back 
and primarily in medical and trade companies.

We can conclude that for the intentional attacks, the most attractive are the industry 
branches: parts of high technology, trade, transport. The greatest range if compromising 
data, without mega-leakage, was observed in high-tech companies and in educational insti-
tutions. Trade, transport and high-tech companies most frequently attack from the outside 
and the banks, medicine and insurance companies with the help of employees. Medium 
business was subject to personal data leakage in a much greater level than big business.

11. CONCLUSION

When you type in the browser the keywords “confidential data leakage” within a few 
seconds there appears about 2,860 results, which only testifies on the size of the problem that 
this paper deals with.

After the introductory remarks, the paper defines information protection and provides 
its historical development, with an insight to the most recent authors dealing with these is-
sues in our country and abroad. Then, in this paper we also talk about harmful effect and 
information infrastructure (failure, incidents and attacks), and thus there are mentioned 
possible methods and means of information protection.

The last part of the theoretical consideration in this paper was dedicated to comparative 
practice of information protection in the most significant modern corporations.

Discovery of sensitive business data can have serious consequences for the business of 
one company, its reputation or even survival.

For an adequate access to solving this issue, it is required to understand its causes, 
whether they are technical or they belong to the human nature and behavior.

The consequences of data losses can be direct or indirect. Direct consequences can be 
observed in a specific financial manner. They occur after the loss of personal and financial 
data of the clients. Indirect consequences are more easier to observe because they appear 
during a longer period of time and their financial weight cannot always be precisely de-
termined. These consequences occur after the loss of critical business data and intellectual 
property and they cause the impairing of the company’s reputation, turning of clients to 
more competitive companies and reduction of business scope.

Prevention of data leakage should be aimed towards the most risky aspects of business 
practice.

Empirical part of the paper deals with the most significant incidents in 2017 in relation 
to the illegal activities of hackers, penetration in infrastructure of the company, theft of in-
formation on employees and clients.

Research has shown that for data theft we less and less use electronic mail, portable 
media, services of rapid messages, due to the fact that control of these channels is big. The 
choice of hackers are more and more the closed uncontrolled channels whose protection 
systems either do not work or they are inefficient.
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The most attractive to the attackers are the companies in the field of high technologies, 
trade and transport. The data of tarde, transport and high-tech organizations are most fre-
quently attacked from the outside, while financial, medical and educational organizations, 
as a rule attacked by the insiders.

The study has shown that medium companies are most frequently the victims of the 
personal data leakage than it is the case of the big ones.

The data obtained by the study have confirmed all the hypotheses set.
The theme of data leakage becomes more and more transparent, which is very good and 

useful. Let’s hope that in the future we will talk not only of the leakage, data types, features 
of the channels, but also the evaluation of protection, real financial losses of specific media 
due to leakage of a certain type of information, then the incident level.
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