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Abstract

Corporations expanded with no longer
being controlled. The failure of multinational
companies has become a topic of high
interest. Good corporate governance is not
only desirable but also a vital business
practice. The purpose of this study is to
analyse the architectural structure of
corporate governance, the problems it faces
and how information systems can solve these

problems. The question is to what extent
modern accounting, integrated in an
information system based on current

processing and prediction techniques (such
as data mining, cloud computing, game
theory, business intelligence) may lead to
solving these problems in a timely and
successful  implementation of the best
strategies and organizational structures to
make a more competitive entity.
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1. Introduction

Deep crisis of capitalism is caused by the
failure of multinational companies that have
grabbed the global economic power, creating
monopolies and their own laws that are
different from those of the states [37]. The
root cause of the recent turmoil is the failure
of the dominant economic paradigm - global
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corporate capitalism. Corporations expanded
with no longer being controlled. According
to an AlterNet analysis [6], the invisible
forces that acted behind them were caused by
the failure of their dominant economic
principle - global corporate capitalism.

2. Purpose

The purpose of this study is to analyse the
architectural  structure  of  corporate
governance, the problems it faces and how
information systems can solve these
problems. A corporate information system is
very complex, involving many stakeholders
and transactional processes, technologies,
procedures and codes of practice. Another
problem is bureaucracy. Large corporations
have created monopolies, which brought a
huge bureaucracy, becoming inflexible and
difficult to manage.

3. Question

The question is to what extent modern
accounting, integrated in an information
system based on current processing and
prediction techniques (such as data mining,

cloud computing, game theory, business
intelligence) may lead to solving these
problems in a timely and successful

implementation of the best strategies and
organizational structures to make a more
competitive entity. Business intelligence has
proven to be a valuable information system
within the firm's strategy and data mining
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technology can improve the operation of the
business [9]. To ensure efficiency and
effectiveness of corporate governance, in
order to increase company performance and
strengthen its position in the capital market, it
is necessary to analyse the contribution of
information technology in this field.

There are three key research questions that

can be asked in relation to of IT:

¢ Are information systems able to solve the
problems of corporate governance and
how is this done?

e To what extent managers and board
members are aware of the potential
benefits of  applying  information
technologies, such as creating value for
the company?

o Are they well informed for good IT
equipment in line with the company
strategy?

4. General theory framework

Discussions on corporate governance
(CG) and its importance began in the 1930s
in the American academic world, while in
Europe it began at least 10 years later [7].
The term corporate governance, or as
defined in ISO FDIS 26000, organizational
governance (OG) is the system by which an
organization adopts and implements the
decisions necessary to achieve goals. In other
words, the term "governance” means the
process of decision-making and the
procedures by which they are implemented
[8]. So the concept of governance includes
how an organization is run. In accordance
with corporate governance principles of the
Organization for Economic Cooperation and
Development (OECD), corporate governance
involves a set of “relationship between the
managers and shareholders of corporations,
as well as stakeholders like employees and
creditors” and can be defined as a system that
provides a fair and reasonable treatment for
investors or more broadly, for the whole
society [30]. Also, corporate governance can
be defined as a structure used to determine
the responsibility and authority of the various
groups involved in the functioning of the
organization [7].

Broad corporate governance is the set of
rules and control mechanisms applied in
order to protect and harmonize interests in
many cases contradictory of all categories of
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economic actors (stakeholders) developed
within firms. In good corporate governance is
expected to pay attention to all stakeholders
‘interests including those of employees,
creditors, customers, suppliers and local
communities [28]. The World Bank defines
corporate governance as a combination of
laws, regulations and codes of conduct
adopted voluntarily and providing companies
greater access to financing, lower cost of
capital, better firm performance, and more
favourable treatment of all stakeholders.
Thus, World Bank client countries have
initiated legal, regulatory and institutional
corporate governance reform projects [36].

Information System can be defined as a
collection of components that work together
to provide information to management. It
enables them to make decision which ensures
the control of the organization [3].

Business Information System is a group of
interrelated components  that  work
collectively to carry out input, processing,
storage and control actions in order to
convert data into information products. This
information is used to support the activities
in an organization [27].

5. Research approach

A recent study on Corporate Governance
in 14 emerging markets, found wide
variations in performance among companies
that apply different levels of governance.
Generally, organizations' corporate
governance was proportionally as strong or
weak as their country's legal system [14].
Corporate governance refers to promoting
fairness, transparency and accountability at
the company level [5]. A greater focus on
corporate governance is largely to answer the
collapse of Enron [15], WorldCom,
Anderson, Xerox, Merrill Lynch, Allied Irish
Bank, Alder Hey, Sellafield, Maxwell, BCCI
(Bank of Credit and Commerce
International) which led to the subsequent
adoption of legislation governing the form of
the U.S. Sarbanes-Oxley Act in 2002.

Competitive success of an organization is
determined to a large extent on the quality of
management and in  particular, the
organizational, decisive, informational and
last but not least by the methodical-
methodological subsystems [13]. These
subsystems involves the implementation of



appropriate tools and techniques to help
diagnose problems with organization and to
develop an appropriate strategy [24].
Literature associates theory agent with the
notion of corporate governance (Agent
theory) [12], first developed by Jensen and
Mecking (1976), and the Fama and Miller
(1972), which integrates modes of organizing
complex decision-making process within the
company and with signal theory (Signalling
theory) [2], which analyses the impact of
economic and  financial  information
asymmetry on entity [7]. The Administrator
theory describes management leadership role
in  maintaining and developing the
organization's value [19]. Other theories
underpinning corporate governance:
stakeholder theory and business policy. In
the interests of good governance, a company
has to draw his own way, taking into account
the purpose and objectives [21]. Other
theories associated with the notion of
corporate governance range from the agency
theory and expanded into stewardship theory,
stakeholder theory, resource dependency
theory, transaction cost theory, political
theory and ethics related theories [1].

Continuous development of new IT
technologies was followed by a rapid
integration of their organizational level. IT
has become an essential element in the
strategic ~ development  and growth
performance of any organization. Corporate
governance extends in IT area. Therefore we
can speak of IT governance as prerequisite
for good corporate governance [18]. In this
way, IT governance has become an important
part of corporate governance [26].

Information Technology (IT) is an integral
part of the business. Also, IT Governance
(ITG) is an integral component of corporate
governance. Especially after Sarbanes-Oxley
(SOX) was passed in the U.S. in 2002,
followed by similar regulations in many
countries, corporate governance and ITG
have become more and more connected as
the IT control plan is integrated into the
overall enterprise plan [28].

One of the problems facing corporations is
the complexity of the information system.
We live in the age of giant corporations.
According to the classification [10], the
largest is JP Morgan Chase, which has assets
of $ 2,300 billion, i.e. triple gold and foreign
reserves held by the European Union,
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240,000 employees and offices in 100
countries. Inadequate information and the
inability of understanding foreign cultures
may cause the failure of a business. Thus, it
is important a comprehensive information of
value systems, norms of behaviour and to
accept the existence of cultural diversity. The
current  economy  has two  main
characteristics: abundance and complexity of
data and speed of change, and thus of
decision-making  [23]. Information is
regarded as one of the most valuable assets
of a corporation [34]. Today, instant
messaging, email, electronic documents have
increased the flow of business [29]. In this
context, the question is not whether the
Board should take decisions on IT
governance, but rather on how they should
do so [28].

For years, great amount of data coupled
with  much insignificant and poor
information have been known issues by the
leaders of large corporations. The expression
"elephant in the room" is relevant. But now,
corporate  governance and  regulatory
compliance have made the room smaller and
more exposed the elephant bigger and much
more noisy [11]. Whether working on a
simpler  architecture or other more
complicated (matrix, conglomerates,
strategic alliances), global corporations raises
complex management problem - of their
activities and the external environment, and
this cannot be solved only through effective
exploitation of interconnections . In this
sense, information system is regarded as the
backbone of modern business, playing an
important role for a well governed company
[20]. Such systems characterized by
flexibility and adaptability to changes
environmental, concern the poorly structured
or unstructured problems that managers must
deal [5].

According to recent studies, the
implementation of IT governance / CG in
corporate  structures and  corporate
governance practices supported adoption of
IT in governance leads to creating value for
the organization [14]. As a result, many top
executives of companies consider their
business information technology priorities
[20]. IT management has evolved now to
include IT Governance (ITG). Thus, IT
Governance (ITG) has now become a part of
corporate governance [17]. An appropriate



information system must be able to establish
a balance between the interests of all parties
involved in the firm [28]. It involves a
management system appropriate to company
requirements [33].

In the interests of good corporate
governance (CG), corporate information
technology (IT corporate) are aligned with
the information needs of members of the
Board, in order to provide relevant and
timely [31]. For good corporate governance
(CG), corporate information technology (IT
corporate) is aligned with the needs of the
Board members, in order to provide relevant
and timely information.

The recent economic turmoil forced firms
to recognize that, even in good economic
conditions, growth does not preclude the
need for tangible, accurate data and reliable,
transparent analytic processes. Data has the
potential of enhancing the 1Q of an
organization, enabling greater agility and
enhanced performance [31].

Thus, IT governance can be seen as an
integral part of corporate governance and
therefore requires special attention from the
top management of the company. Integration
of the two forms of government is desirable
because it has been shown that both factors
have a significant impact on good
management [26]. According to a survey
[22], 188 corporate executives in Canada
indicates that IT plays an important role in
ensuring good governance. Firms with
integrated IT structure seem to obtain
significantly greater profits, up to 20%, than
those companies with similar business
strategies, but without an integrated IT
structure [14].

IT governance implementation may
require  organizations to rethink the
governance structure and the people involved
to revive the roles and relationships within
the company [26]. IT solutions become more
complex and powerful (outsourcing, third
party contracts, networking, etc.), among
others, due to the inclusion of a broader
range of stakeholders [25]. IT solutions in
accordance to its strategic objectives,
provides flexibility in two ways: adaptation
to each specific business environment and
openness to change permanent, resulting in
value creation for the company [28].
Government  decisions usually involve
several stakeholders who have conflicting
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claims, and they can be classified as potential
stakeholders,  permanent, active and
uninterested [16]. Information system can
effectively achieve these stakeholders to
prioritize and classify them according to
importance and role is the objectives of the
entity [32].

In addition to the large amount of time
spent collecting and analysing data gathered
from different departments, business units
within large companies are forced to
communicate to higher hierarchical levels, an
activity which is time consuming, inefficient
and bears significant costs. It is also affected
accuracy [25]. According to The Banker
[35] there are many problems associated with
reference data: poor data quality, missing
standards, delays in data delivery, bad data
coverage and high costs. Many of the
challenges technology improve governance
requirements imposed on companies and
facilitate their application by the company
[5]. Automated information flow helps
business performance through
standardization, automation, simplification
and management processes across the
enterprise and by providing better internal
controls [9]. It would lead to a decrease of
information asymmetry and would increase
the transparency of all decision-making
processes [4].

Information systems contribute to the
ability of a corporation to successfully
manage many governance requirements.
Without the facilities offered by the new
technologies available today, more staff and
longer time would be required for database
management. In addition to the time spent,
the accuracy of the data would likely be
questionable [25].

IT system is able to understand, in a
complete and complex manner, information
from production, accounting department,
purchasing and sales, inventories, fixed
assets. It can also to put together all these
parts of the business and make them work
together, eliminating incomplete or irrelevant
information for the business. Business
Intelligence is the key differentiation for
business today. Business intelligence,
analytics and performance management are
top areas for a good management [38].
Database mismanagement may lead to
contradictory results, distorting the truth, or a
complete lack of information on important



areas of business [11].

Regarding the reference data, problems
can be many: poor quality of their lack of
standardization, delays in data delivery,
coverage and high cost of processing data,
the growth of data, the desire to improve risk
management and compliance with regulatory
requirements.  Reducing  errors  and
processing costs are often cited as key factors
automation reference data within companies

[6].
6. Conclusions

A corporate information system is very
complex, involving many stakeholders and
transactional processes, technologies,
procedures and codes of practice. A major
concern of managers is the investigation and
analysis systems that lead to rapid and
accurate diagnosis of the current situation,
highlighting the negative phenomena that
occur, and appropriate measures and
decisions in order to increase companies’
performance and to maintain a constant state
of competitiveness.

In this context, Information Technology
(IT) has become an integral part of the
business, a key element in the strategic
development and growth performance of any
organization. IT system is able to understand
in a complete and complex manner. It can
put together all the components of a business
and make them work, eliminating incomplete
or irrelevant information.

So information systems are able to solve
all these problems by modern methods of
processing, storage, and retrieval and
transmission databases. While executives and
board members are aware of the potential
benefits of applying information
technologies, they are often not informed
enough for good IT equipment in accordance
the requirements of a good corporate
governance.
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