e UNIVERSITY OF NIS

g . FACULTY OF ECONOMICS
A
*

- "ECONOMIC THEMES'

Year L, No. 1, 2012, pp. 81-100

5 & Address: Trg kralja Aleksandra Ujedinitelja 11, 08Ni¢
Pergrrgsy Phone: +381 1828 624 Fax: +381 18 4523 %

1960.

(L
ocﬂowx

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

Predrag Stanéi¢”
Milan Cupié®
Vladimir Stangié¢”

Abstract: Companie often define the general business objective as
shareholder value maximization. Fsuch an objectivappropriate measure
are those that take in account the amount, dynamias risk of expecte
cash flows of the compe. The aim of this paper is teettrmine the plac
and role of performance measures in the effortsnahagers to maximi:
shareholder value. The performance measures are,thiat regarg,
understood not only as crita for performance evaluatigrbut also a:
instruments to guide and nivate managers and employees in the comg
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I ntroduction

Companies are facing different and often conflgtittmands of a numt
of stakeholders. This problem is particularly ewdeshen defining the primau
objective of company's business. Although objestisech as profit maximizatio
company’s growth and development and market shmmease are often stress
none of theseobjectives is sufficiently comprehensive to ensuhat the
requirements of all stakeholders are met. Sonthors (Lazonick and O'Sullive
2000; Rappaport 2006; Staé 2007; Todorov 2010 suggest that majority «
modern companies as a general obje (mission) of their business indent
maximization of shareholder value, usually defimesdthe present value of futt
free cash flows. Shareholder value maximizatiorcossidered to be objecti
sufficiently comprehensive to ensure the satiséactf the requiremen of most
stakeholders (Jensen 2001; Bloxham 2003;&td200¢€), and is a cornerstone
valuebased management approi
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