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FOREWORD

i ics, Business and
The international scientific conference on Contemporary ‘lssues in Econo'mxc;s,community "
Management (EBM) has become a significant event for scientific and pm'fcssmna e e
Southeastern Europe, organised by the Faculty of Economics — U_mversny of Kn:,g‘:_[ca nd.mher
Conference traditionally draws attention of researchers and professionals ﬂ"‘om S;".l'lﬁes N
- C abili
i jecti is bi le scientific meeting is building research cap.
countries. The objective of this biennal - ] e, as ol
i i i h results in the fields of economics, business
improving the quality of rescarc e elodge and vahube
i i hers and PhD students to share thei :
as enabling academics, researc . et otenine elobal
i i tions, but also to raise new ones. Challeng :
riences, to address imporntant ques ) s . e, A
::gzomic crisis, turbulent” business environment and increasing competitiveness requir o
, an ! ,
progressive thinking on cconomic policy and new business models that will crcal_en:he (:rht::g:hc oy
i i i i erefore,
i tive solutions of various business issues, c
e e ot i hers from different countries, for
i for networking among researchers fro !
Conference is a great platform - e iy
exchange of ideas and substantial contribution to the development of existing theory and pra

- Ik
The EBM 2012 Conference gathered around 120 participants, mostly from the Wes;czr;l i?:i ;Zn;
countries and EU. Within plenary and four paraltel sessions, the authors have presented the
recent papers that retated to theoretical, methodological and practical research.

i includes
This book represents conference proceedings and consists of four pa_rts. Th?lﬁ::: p:: c::.(‘.’ -
papers dealing with key topics in contemporary mnnagcmefﬂ z{nd marketfmg whuf cthcethird o
addresses challenges related to globalization and rcgmnal:zahon(; I;I‘h:: OC!;-S ;, o he four man
i i d issues in accounting and business fin .
associated with contemporary concepts an ‘ | -
contains papers that utilize quantitative methods and models in economy and manage

[ would like to thank all contributors for cremi_ng an imprcs.sivc :mc;k th::reﬁ:;::;r 311:20:;
traditional concepts in economics and opens new research peltspccuvcs. : s::‘ a(: e povided. the
paper reviewers for their enthusiasm, diligence and const.ructwc comr:c:nh D B eelh
authors with guidelines for improving the quality of ll}eir pa!)crs, n||1th 'u?memif,n e e the
Therefore, I strongly believe that the conference proceedings will fulﬁh ;rns
readers as a helpful resource for their scientific werk and further research efforts.

Editor
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BOARD STRUCTURE AND CORPORATE PERFORMANCE:
TRAMTIONAL VS, CONTEMPORARY APPROACH

Verica Babi¢'
Jelena Nikoli¢?

Jelena Eri¢’

Abstract; In dealing with-the agency problem, the board as an internal mechanism of corporate governance has
a control rale in order to protect the ewners' best interests, In addition to control, the board has a strategic role
in the process of strategy formulation and implementation in tine with board roles, board effectiveness, seen as
the degree to which boards are successful in carrying out their roles, represents an important deferminant of
corporate performance. Traditional appreach has been based on the hypothesis that board siructure deternines
ils effectiveness. However, the empirical research dichofomy and new research perspectives indicate that board
structure is significant, but not the only factor affecting board effectiveness and, consequently corporate
performance. In this paper, we analyze relaiionship between the board structure and corporaie perfarnance.
Starting from traditional perspective limitations, this paper contributes by proposing contemporary framework
and expanding the understanding of the interdependence between board effectiveress and curporafte
performarnce. :

Keywords: board structure, board effectivencss, corporate performance, corporale governance. conlemporary
approach.

Introduction

In the study of corporate governance, the essential issue is how to ensure that managers act in
the best interest of owners. According to the agency theory, in terms of separation of ownership and
control, the interests of owners and managers may collide, resulting in traditional agency problem
between the owner (principal) - manager (agent). The agency theory hypothesis that managers as
shareholders’ agents may make decisions contrary to the owners’ interests. In dealing with the agency
problem and conflict of interests, the board as zn internal mechanism of corporate governance has a

_1ole to monitor and contrel managers, in order to protect the owners’ best interests. In addition to
- control, the board has a.strategic role, which evolved from the strategy evaluation and ratification, to
active participation in the process of formulation and implementation.

Traditional approach has been based on the hypothesis that board structure determines its
effectiveness, and consequently, on corporate perfonmance. Therefore defining the actual board
structure becomes crucial. Board structure is evaluated on the basis of three structural variables: board
composition, leadership structure and board size. Traditional perspective further argues that
understanding of board structural variables was a sufficient basis for defining the principles and the
formulation of regulations required for effective corporate governance. In addition, board
effectiveness, seen as the degree to which boards are successful in carrying out their roles, represents
an important determinant of corporate performance. in the line with traditional approach, research
paper focuses on interdependence between the board structure and corporate performance. The main
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