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Companies are facing different and often conflicting demands of a number
of stakeholders. This problem is particularly evident when defining the primary 
objective of company's business. Although objectives such as profit maximization, 
company’s growth and development and market share increase are often stressed, 
none of these objectives is sufficiently comprehensive to ensure that the 
requirements of all stakeholders are met. Some au
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value-based management approach.
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Companies often define the general business objective as the 
shareholder value maximization. For such an objective appropriate measures 
are those that take in account the amount, dynamics and risk of expected 
cash flows of the company. The aim of this paper is to determine the place 
and role of performance measures in the efforts of managers to maximize 
shareholder value. The performance measures are, in that regard
understood not only as criteria for performance evaluation, but also as 
instruments to guide and motivate managers and employees in the company. 
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performance measures, performance measurement system. 

Introduction 

Companies are facing different and often conflicting demands of a number
of stakeholders. This problem is particularly evident when defining the primary 
objective of company's business. Although objectives such as profit maximization, 
company’s growth and development and market share increase are often stressed, 

objectives is sufficiently comprehensive to ensure that the 
requirements of all stakeholders are met. Some authors (Lazonick and O'Sullivan 
2000; Rappaport 2006; Stančić 2007; Todorović 2010) suggest that majority of 
modern companies as a general objective (mission) of their business indentify 
maximization of shareholder value, usually defined as the present value of future 
free cash flows. Shareholder value maximization is considered to be objective 
sufficiently comprehensive to ensure the satisfaction of the requirements
stakeholders (Jensen 2001; Bloxham 2003; Stančić 2006), and is a cornerstone of 

based management approach. 

                                                 
ac, Faculty of Economics, e-mail: pstancic@kg.ac.rs, mcupic@kg.ac.rs

Faculty of Economics University of Niš, e-mail: vladastancic@hotmail.com
review paper 

Accepted: 29.12.2011. 

Address: Trg kralja Aleksandra Ujedinitelja 11, 18000 Niš 
528 624 Fax: +381 18 4523 268 

A CHOICE OF PERFORMANCE MEASUREMENT SYSTEM  
IN THE SHAREHOLDER VALUE ORIENTED COMPANY 

often define the general business objective as the 
appropriate measures 

are those that take in account the amount, dynamics and risk of expected 
etermine the place 

and role of performance measures in the efforts of managers to maximize 
regard, 

, but also as 
ivate managers and employees in the company.  

growth rate, 

Companies are facing different and often conflicting demands of a number 
of stakeholders. This problem is particularly evident when defining the primary 
objective of company's business. Although objectives such as profit maximization, 
company’s growth and development and market share increase are often stressed, 

objectives is sufficiently comprehensive to ensure that the 
thors (Lazonick and O'Sullivan 

) suggest that majority of 
(mission) of their business indentify 

maximization of shareholder value, usually defined as the present value of future 
free cash flows. Shareholder value maximization is considered to be objective 

the requirements of most 
), and is a cornerstone of 

mail: pstancic@kg.ac.rs, mcupic@kg.ac.rs 
mail: vladastancic@hotmail.com 

https://www.researchgate.net/publication/227350023_Value_Maximization_Stakeholder_Theory_and_the_Corporate_Objective_Function?el=1_x_8&enrichId=rgreq-78af624e298ef628260f9078df0580fd-XXX&enrichSource=Y292ZXJQYWdlOzI3NTcxMzM4MjtBUzoyMjQ2MTk2NTE5NjQ5MjhAMTQzMDU2NDkwNjI0NA==
https://www.researchgate.net/publication/299171944_Ten_ways_to_create_shareholder_value_-_Response?el=1_x_8&enrichId=rgreq-78af624e298ef628260f9078df0580fd-XXX&enrichSource=Y292ZXJQYWdlOzI3NTcxMzM4MjtBUzoyMjQ2MTk2NTE5NjQ5MjhAMTQzMDU2NDkwNjI0NA==







































