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FOREWORD 

The intemдtional scientific wnference оп  Contcmpornry 15гие5 in Economics, Business and 

Managemenl (ЕВМ) has become a signiGcалt event for scientific and profe5sionпl соттмiгу  of 

Southeгstem Europe. orgмi5ed by the Faculty of Economiиt — UniversiTy of Kragujevae. The 

СопГегепсг  traditionally дгвw5 atlentian of rcsearchcп  and professionals from Serbia and other 

countries. The objective of thi5 biennale scientific meeting i5 building re5eaпh capabilitie5 and thus 

improving the quality of rescarch гегиlц  in the fields of economics, bu5ines5 and management, as we11 

as enabling acдdemics, researchers and PhD гtидепц  to share their knowledge and valuabІe 

experience5, to аддге55 imponant qucstiens, but а15о  to rnise new опе5. Challenges cf ongoing global 

economic eгi5i5, turbulent busine5s environment and inerea5ing competitivene55 rcquire new, 

progressive thinking on economic policy and new bu5ine55 тодеl5 that wi11 create the chвnge we want 

to гее  мд  Гпа1lу  Iesd to iмovative solutions of vвпои5 bu5ines5 issues. Therefore, the EBM 

Conference i5 n great platform for nehvorking among researchers from di(Terent countric5, for 

exchange of idea5 and substantial contribution to the developmenl оГexisting theory and practice. 

Tltc EBM 2012 Conference galhered around 120 participanц, то511у  Ггот  fhe WeStern Balkans 

countries and EU. Within рlепагу  and four para11c1 scssions, the authors have presentcd thcir mosl 

rccent рарегs that геlагед  to theoretical, methodological and pmctiwl research. 

Thi5 book гергегепи  conference proceedings and consists of four parts. The firsl parl iпcludes 

рарег5 dealing with key topic5 in conternporary mnnagcment and marketing while the гесопд  part 

дддгетsе5 challenges related 1о  gbhalization and regiunalizдlion. The focus of thc 7hird part is 

дггосiиtед  with contcmporary сопсерl5 and is5uг5 in accnunting впд  businc55 fiпалсе. The fourth parl 

conlein5 рарег5 that utilize quantitalivc methods and тодеl5 in economy and management. 

1 wuuld like to thank а11 гqntributurs for creating an impres5ive boek thal Curther advance5 

tмditional concepts in economics and opens new research perspectives. I аlго  owe many lhanks to 

рарег  revicwers for their enthusiazm, diligeпce and соп5[ructive соттепц  that have provided 1he 

eulhors wilh guidelines tor improving the quality of their рарег5, nnd lhus the pubіicдtion it5elf. 

Thereforc, 1 stmngly Iкlieve that the conference procecding5 wi11 Ги1Г1 lheir intention to 5erve to the 

rcader5 вs a helpful гегоигсе  for their scientific work мд  furthcr ге5едгсh еГГогц. 

Editor 

Verica Вл6iб  
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BOARD STRUCTURE AND CORPORATE PERFORMANCE: 
TRADITIONAL VS. CONTEMPORARY APPROACH 

Verica Babif t 

Јеlепа  Nikoliбr 

Јеlепа  Erif' 

Abstract: 1n деоliпg wiц-це  аgепсу  problет, !Ие  6оагдаг  ап  inrerna! тегИапiтт  ofcorporate govermгnce hат  
а  contro! гоlе  in огдег  (о  ргаlес(1Ие  owlers best Мгегет(т. fn kdditioп  to conlrol, the board has a sbategic гоlе  
in !Не  process ojstralegy jormrdatian and imp(emenmlion 1п  line wilh board гоlет, board е!јесliveпess, sееп  аг  
!Ае  деgгее  to which hoarde are тггесбттfd in canyirrg пггt rheir rnles, repre.cents ап  iтрогтпг  delerminant of 
совроrдге  perJnrmance 7rqdirionп! approach hos been bared on the hypothesis thar bnnrd тlnicture determines 
гг5 еј%ecnYenesS. However, lhe етр(Гiгп1 YPSeaICh dIChOlоту  and neW УетСдГСh рбГтрбСlФбт  ФдlСдге  N1Pf БоаУд  
shuctw'е  is significдnt, hut noI fhe only fасіот  affecting board efjectiveness and, сопгедаепг lу  corporate 
perfannппce. [n гhis pnper, we пnпl}ze геlarionship befween the board struclure and согрогаlе  perf.~rmmnce. 
SlaгПng fi'от  lradiгiona! ре.'spective Iimimrions, fhis paper connibutes &v propasing contemporaly h'mnework 
and espandirtg fhe uпderslanding of the iпгеrдбрепдбпсе  helween 8оагд  elfecfiveness and спrпогдге  
perjormonce. 	 ' 

Keywords: 6оагдslructure, 6оагд eJjecгiveness, сагрогдгерегјогтаnсе, согрогаге governaпce. соnгетрогпту  
approach. 	 . 

In[roduction 

1n the study of corporate governance, the e5sential issue is how 10 ensure that managers act in 
the best interesf of owners. According to the agency theory, iп  [егтг  of separation of ownersLip atd 
controt, the interests -of owners алд  mалagers тау  collide, resultiпg in [radi[ional agency problem 

between the owner (priпcipal) - manager (agent). The agency theory hypothesis that mалagcrs аг  
shareholder5' agents may make decisions contrary to the owners' interests. И  dealing with the agency 

prob!em and conf ict of interests, the board as an in[ernal mechanism of corporate govemалce Иаs a 

. role to monitor and corttrel managers, in order to protect the owners' best interests. 1п  addition to 

: control, the board has astmtegic role, which evolved from the s[rategy evaluation and rztification, to 

active participation in the process of fonnulation and implemencation. 

Traditional approach haz been based on the hypothesis that board stmcture deteпoines its 
effectiveness, and consequently, on corporate perfonnance. Therefore defining the астаl board 
stmcture becomes crucial. Board 5tmeture i5 evaluated on the basis ofthree stmetural vaпables: board 

composition, Ieadership 5tructuгe and board size. Traditional perspective Curther argues that 
understandirtg of board structural variableS wa5 a suffcient basis for dcfining the principles and the 

fortnulalion of regulations required for effective corporate governance. fn addition, board 
effectiveness, seen as the degree to which boards are successful in carrying out their roles, repre5ent5 
ап  important determinant of согротtе  регfогталсе. 1п  the line wi[h traditional approach, ветепгсh 

paperfocuses on interdependence between the board 5tructure and corporate performance. The main 

~ FaculryofEconomics,UniversityofKragujevac 

' FacultvofEconomics,UniversityofKragujevaqjnikolic@kg.ac.rs 
' Faculty ofEconomіcѕ, Unі vcrѕі ty ofkraguJevac 
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