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ABSTRACT
Corporate leadership is charged with efficient and effective use of corporate resources. In
many cases, corporate leaders feel that the development and implementation of a mission
statement is a good use of these resources. Other corporate leaders do not feel the need
for these expenditures. If a mission statement could be tied to higher corporate
profitability, this might impact the leaders’ decision. This descriptive quantitative study
used historical public data to show that companies that had mission statements
demonstrated a higher return on equity than those companies that did not have mission
statements. While not claiming a causal relationship, the demonstration of a strong
correlation between companies with mission statements and superior profitability can

provide guidance for corporate leaders.
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CHAPTER 1: INTRODUCTION

Corporations spend millions of dollars developing mission statements as part of
their strategic planning. Mission statements adorn walls and websites and are considered
to be methods of gaining influence with employees and encouraging investor loyalty.
Some corporate leaders question whether mission statements enhance corporate
profitability or are just another management fad (Stone, 1996). Finally, some managers
question whether companies with mission statements show better financial performance
than those without them (Atrill, Omran, & Pointon, 2005; Bartkus, Glassman & McAfee,
2000). The information found by researching this topic helped corporate leaders
determine the relationship of the mission statement to corporate profitability.

Chapter 1 presents a brief overview of the problem to be investigated in this
study. The significance of the study to leadership is presented, followed by a discussion
of the research question, hypothesis, methodology, theoretical framework, and
assumptions contained in the study. The chapter concludes with a summary of the
chapter.

Background of the Problem

The mission statement’s purpose is to describe, in a clear and concise way, the
purpose, identity, and direction of a business (Atrill, Omran, & Pointon, 2005). Pearce
and David (1987) perceived the mission statement as “the foundation for priorities,
strategies, plans, and work assignments” (p. 109), providing a solid foundation from
which sound strategy and implementation may develop. Pearce and David saw the

mission statement as the starting point for organizational structure and managerial job
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definition. Pearce and David also asserted that a mission statement provides the basis of
rationale for the organization’s existence.

The mission statement conveyed several purposes according to the literature.
Mission statements were seen: (a) as an employee director and motivator and a method of
instilling shared values; (b) as a “declaration of purpose” (Atrill et al., 2005, p. 28); and
(c) as a means of communicating the aspirations of the business to outside parties (Atrill
et al., 2005; Hitt, Ireland & Hoskissen, 2008; Sheaffer, Landau & Drori, 2008). The sense
of direction imparted by a mission statement may motivate employees to focus their
efforts in that direction, according to many researchers and practitioners (Bolton,
Brunnerneier & Veldkamp, 2008; Forbes & Seena, 2006; Ireland & Hitt, 1992). An
opposing view, held by researchers such as Bartkus, Glassman, and McAfee (2000), is
that mission statements do not align with the employee’s jobs, and are thus more
annoying than motivating. A split in the literature thus exists, with some researchers
holding that a mission statement may be beneficial, while others claim that mission
statements can harm employee performance and, consequently, company financial
performance. As a declaration of purpose, the mission statement may be an excellent tool
(Atrill et al., 2005), but may not be critical. Before the advent of research into missions
and mission statements, organizations existed that knew both their mission and how the
organization would accomplish that mission. Without benefit of a formal statement of the
mission, these companies went about structuring and aligning their military, family, or
tribal organizations, to accomplish what the leaders believed were their mission and
objectives All the “declaration[s] of purpose[s]” (Atrill et al., 2005, p. 28) in the world

will not, in and of themselves, make the company financially successful.
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If a mission statement is nothing more than a public relations piece, it might not
be wise to count on it to provide financial profitability for the company (Rees &Porter,
2007). Much of the literature dissected mission statements into their individual elements.
Such mission statement dissection showed that although individual elements may have
value, tying the existence of a mission statement to superior financial performance was
not documented (Atrill et al., 2005; Hitt, Ireland & Hoskissen, 2008; Sheaffer, Landau &
Drori, 2008). Some qualitative and mixed method studies of the various components of
mission statements have occurred, the most notable by Pearce and David (1987) and
Atrill et al. (2005). However, little quantitative work directly tying mission statements to
profitability higher than the respective industry profitability, outside the work of Rarick
and Vitton (1995) and Rarick and Nickerson (2006), gathered much attention.

Statement of the Problem

Significant debate existed regarding the importance of a mission statement to
corporate profitability (Morphew & Hartley, 2006). A common belief of some
researchers in the literature was that mission statements contributed to solid strategic
planning (David & David, 2003; Friedman, 1970). A strong strategic plan was believed to
be effective in developing a superior financially performing company (David & David,
2003; Friedman, 1970). Although many studies attempted to connect parts of mission
statements, or the phraseology of their content, to superior performance, little of the
literature tied the existence of a mission statement to superior profitability (Peland, 2009;
Vandijck, Desmidt & Buelens, 2007; Williams, 2008). The specific problem statement
therefore, is that the financial value of the mission statement has not been empirically

established in either the literature or corporate practice, forcing corporate leaders to
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decide on the expenditure of significant corporate resources with inadequate and
incomplete information.

A quantitative methodology utilizing a descriptive research design with publicly
available data were used in this study. A randomly selected sample of 91 Russell 3000
companies was chosen for inclusion. The sample size of 91 was a result of the calculation
of the sample required to compare sample means as described in Chapter 3 (Lind,
Marchal & Wathen, 2005).

Purpose of the Study

The purpose of this study was to determine empirically whether companies with
explicit mission statements have better profitability than companies without explicit
mission statements. The quantitative method chosen here was a natural outgrowth of the
research question, which is as follows: What is the difference in profitability between
companies with an explicit mission statement and those without an explicit mission
statement? The quantitative method was appropriate for data that are fixed in time, and
thus, not subject to change (Aitchison, 1982; Mahmood & Lawrence, 1987).

A descriptive design is aimed at describing what is and not trying to determine or
infer any causal relationships (Borg & Gall, 1989). In a descriptive study, summary data
can be reported using measures like mean, median, deviance, variation and correlation
between variables, as well as other empirical data (The Handbook of Research for
Educational Communications and Technology, 2001). Whereas descriptive research may
use multiple variables for analysis, the research method requires only one variable (Borg
& Gall, 1989).This quantitative study took the profitability (Return on Equity) of 91

United States based corporations from the Russell 3000 Index, and compared those that
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had explicit mission statements found in their annual reports or on their company
websites with those that did not have explicit mission statements to determine if a
statistical difference between the two exists.

The research design was a descriptive study to compare the Return on Equity
(ROE) of sample companies with mission statements to those without mission statements.
The independent variable was the existence of a mission statement, and thus, it was a yes-
or-no result. The dependent variable was the ROE. Because the research question
requires a yes-or-no answer, a descriptive design was appropriate (Aitchison, 1982;
Mahmood & Lawrence, 1987). Other variables that could have an impact on the study
were CEO tenure, company capitalization, company growth rate, and industry
concentration.

Significance of the Study

Corporate leaders are responsible for the allocation of corporate funds. Some of
these funds could be, and are, spent on the development and dissemination of corporate
mission statements. The results of this study are important to corporate leaders as they
determine the value of expenditures in the development of corporate mission statements.
Significance to the Field

Although many researchers claimed that a company’s mission statement was
important to effective strategic planning (Bart, Bones & Tagger, 2001; David & David,
2003; Porter, 2006), few ever questioned whether the existence of a mission statement
was relevant or connected to corporate profitability (Rees & Porter, 2007). This basic
underlying assumption of the field was an important consideration in the fabric of

mission statement criticality and strategy. There was no empirical evidence to support the
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proposition that companies with mission statements are more profitable than companies
without mission statements (Rarick & Nikerson, 2006). If a mission statement’s existence
cannot be clearly shown to affect profitability, then millions of dollars of corporate
resources currently spent on this exercise would be available for redeployment to other
corporate efforts (Brinckerhoft, 2009).
Significance of the Study to Leadership

The function of corporate leadership is to manage the resources of the company in
furtherance of company goals (Atrill et al., 2005; Kaplan, 2007; Martin, 2007; O’Gorman
& Doran, 1999). Corporations devote money and manpower to develop and refine
inspiring mission statements. The only acceptable reason for this or any leadership action
is to enhance the profitability of the company (Friedman, 1970). If the mission statement
could not demonstrate increased company profitability, then the leadership models that
promoted a mission statement must undergo re-evaluation (Friedman, 1970). The results
of this study are valuable to corporate leaders because the results provide information
regarding the relationship between a mission statement and corporate profitability,
thereby aiding the corporate leader in allocating funds to programs that will truly benefit
the company.

Nature of the Study

Overview of the Research Method

This quantitative study compared the profitability of companies that have explicit
mission statements with the profitability of companies that did not have mission
statements. Profitability was compared based on Return on Equity (ROE). A statistical

comparison of the with mission statement and without mission statement groups then
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determined if the populations differ at a 5% significance level. The Russell 3000 index
provided the population universe for the companies used in the study. The Russell 3000
index reflects a broad range of U.S. companies, comprising approximately 98% of the
tradable equities on the United States markets. Russell 3000 stocks are the top 3000
United States stocks based on market capitalization on May 31 of each year. Stocks
trading below $1, mutual funds, and foreign stocks fail to meet the requirements for
inclusion in the index. Finally, Russell 3000 criteria for outstanding shares are adjusted
for cross ownership and privately owned shares (Russell Investments, 2009).

Several other variables also underwent examination to ensure their impact on the
samples did not significantly impact the analysis. Of importance were the experience of
management (modeled by the tenure of the CEOs), company capitalization, firm growth
rate, and industry concentration (represented by the Herfindahl Index). Testing of these
factors for correlation determined if the individual factors significantly affected the
comparison of mission statement and non-mission statement companies. A correlation
matrix was used for this purpose. Finally, the two resulting mission statement and non-
mission statement samples underwent comparison to determine if they were statistically
different. The .05 level of significance ensured a degree of confidence in the result.
Overview of the Design Appropriateness

The study was a descriptive design. A descriptive research design is focused on
describing what is and does not attempt to determine or infer any causal relationships
(Borg & Gall, 1989). In a descriptive study, summary data can be reported using
measures like mean, median, deviance, variation and correlation between variables

(AECT, 2001). Descriptive research, unlike many other types of research, may use
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multiple variables for analysis, but the research method only requires one variable for
valid results (Borg & Gall, 1989).

This descriptive design, quantitative study compared the Return on Equity
(ROE) profitability of companies that had explicit mission statements—self-identified on
the company’s websites or in their annual reports—with the ROE of companies that did
not have mission statements. A statistical comparison of the with and without mission
statement groups then determined if, at the 5% significance level, the populations
differed. Quantitative methodology is well within the descriptive research design
definition as described by the Association for Educational Communications and
Technology (AECT) (2001) and the definition and explanation provided by Borg and
Gall (1989) and Krathwohl (1993).

The purpose of this study was to determine, empirically, whether companies that
had explicit mission statements had financial profitability in terms of ROE percentage
greater than those companies without explicit mission statements. This study was not
meant to determine if the existence of a mission statement was, in itself, a causal factor
for the profitability. Thus, a descriptive design was appropriate to the study. The design
of the study directly compared the mean ROE for those firms with and without a mission
statement. The use of two subsets of the sample from the Russell 3000 population is an
appropriate design if other variables do not significantly affect the analysis. The other
variables underwent examination with straightforward analysis such as comparison of

means and a correlation matrix (Lind, Marchal & Wathen, 2005).
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Research Question

Corporate leadership finds the responsibility for the allocation of corporate
resources a constant challenge. One of these challenges is in determining whether or not
to spend resources on the development and dissemination of a corporate mission
statement (Wiggins, Hatzenbuehler & Peterson, 2008). To make an informed judgment
on this issue, management should determine first if a mission statement correlates with
financial success.

The research question, therefore, was as follows:

What is the difference in profitability between companies with an explicit mission
statement and those without an explicit mission statement?

The research question compared two samples of companies, those that had
explicit mission statements and those that do not have, and determined if a statistical
difference in their financial success existed. With the use of standard statistical tests, this
question found a definitive answer.

Hypotheses

This quantitative study addressed the question of whether a mission statement
affected financial performance as measured by ROE. The study did not assess the quality
of the mission statements or their components, but rather if the existence of a mission
statement related to financial profitability. If the results of the study showed no
statistically significant positive impact at the .05 level, the assumption that mission

statements are critical to corporate strategy and corporate profitability was shown to be
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false. The directional hypotheses statements are:

Ho: The ROE measure of profitability of companies that have explicit mission
statements is statistically higher than those that do not have explicit mission statements.

H,: The ROE measure of profitability of companies that have explicit mission
statements is equal to or less than those that do not have explicit mission statements.

Theoretical Framework

Numerous studies of mission statement components existed in the literature (Bart,
Bones & Tagger, 2001; Biloslavo & Lynn, 2007; Pearce, 1982; Pearce & David, 1987).
Each addressed the usefulness of certain characteristics of the mission statement in
achieving quantitative results, inferring that they affect a company’s profitability. Other
researchers’ studies claimed no effect of mission statements on the profitability of the
firm (Atrill, Omran & Pointon, 2005; O’Gorman & Doran, 1999; Rarick & Nickerson,
2006).

A few researchers attempted to quantify the relationship of the mission statement
to profitability. Rarick and Vitton (1995) claimed a significant difference in profitability
existed between those companies with a mission statement, and those without a mission
statement. Rarick and Vitton did not, unfortunately, publish their data, but only their
results. Pearce and David (1987) claimed some results linking the two, but published data
were lacking. Finally, Rarick and Nickerson (2006) conducted a Web-mining-based
survey that resulted in compiled data. Rarick and Nickerson inferred from this data that
the profitability of mission statement and non-mission statement companies was similar.

Their study did not determine if this similarity was statistically significant.
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The existence of a mission statement did not imply that the company had a higher
ROE than companies that did not have mission statements. Explicit quantitative
demonstration that a mission statement matters to profitability would be beneficial before
a company spent considerable time and effort developing a mission statement and
disseminating it to its constituents. Considering the vast sums involved (Brinckerhoff,
2009) and the alternate uses for these resources, clear evidence of statistical significance,
as opposed to casual observance, should justify these expenditures.

Pearce’s germinal work, “The Company Mission as a Strategic Tool” (1982), was
instrumental in encouraging a group of researchers who believed that mission statements
enhanced corporate profitability. Kilpatrick and Silverman (2005) and Rarick and Vinton
(1995) stated that the value of mission statements included the focusing of employees and
management on the goals of the company, increasing employee commitment to the
company, and establishing common corporate values. Other advantages claimed for
mission statements included alignment of employee behavior with structure and policy
(Bart, Bontis, & Taggar, 2001), improving employee quality of life, and simply better
focus for management.

An increasing number of researchers questioned the benefits of mission
statements. Studies indicated that mission statements not only do not help to focus the
employees but also were often irritants because they did not reflect the jobs the
employees did. Rees and Porter (2007) strongly challenged the efficacy of the mission
statement noting that many were more aspirational of what the company wanted to be,
rather than a realistic portrayal of what the situation was or could be. Rees and Porter

pointed out that these statements could unrealistically portray the outside environment
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and the organization’s supposed control over that environment. Rees and Porter believed
such organizational goals were unrealistic, and the corporate mission statement was an
equally unrealistic basis for the development of a corporate strategy.

A wide range of opinion existed regarding the efficacy of a mission statement’s
ability to produce higher profitability for a company. Rarick and Nikerson (2006)
claimed this “divergence of opinions can be largely attributed to different research
questions and design” (p. 9). Others cited the increasing evolution of companies and the
increase of strategic planning theory and implementation as the source of the differing
opinions. What is evident was that there was a wide range of opinions among researchers
regarding the impact of mission statements on corporations.

This study may further the understanding of researchers and business leadership
about strategy and mission statements and add to the basis for corporate decision-maker’s
evaluation of the need for mission statements. Other researchers have posited the
necessary composition of successful mission statements and the efficacy of their
component parts (David & David, 2003; Pearce & David, 1987). This study, however,
intended to determine whether companies with explicit mission statements have superior
financial profitability compared to those that do not have mission statements.

Definition of Terms

Several terms required definition as general terms used in a specific way
throughout the study. The first was mission statement, the second was profitability, the
third was superior; the fourth was ROE; and the fifth was the Herfindahl Index.

Mission Statement. The mission statement is the distillation of the intent and

purpose of a business and its place in the larger environment in which it must function
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(Pearce & David, 1987). The study used mission statements that are defined as such by
the companies themselves. Value statements, statements of belief, and vision statements,
while potentially containing overlapping content areas with mission statements, contained
a different focus. The assumption in the study was that the company chose not to include
these in the mission statement for some reason of company recognition.

Profitability is the amount of return to investors of their investment in some
monetary form (Financial Times Lexicon, 2009). For purposes in this study, Return on
Equity (ROE) was chosen as the metric of profitability.

Return on Equity is the profit of a company returnable to the owners of the
company. Because it is the return after all costs and investments, ROE is an excellent
comparative measure of the return of profits to equity investors across industries
(Financial Times Lexicon, 2009). Return on Equity is measured as a percentage of profit
returned divided by the total investor equity.

The Herfindahl Index, also known as the Herfindahl-Hirschman Index (HHI), is a
statistical measure of industry concentration. Industry concentration is the amount of
market share (in percent) controlled by the largest firms. If industry market share is
spread over many firms, the industry concentration’s definition is: low. If a few industry
firms have high market share, industry concentration’s definition is: 4igh (Hausman &
Sidak, 2007).

Assumptions
One assumption under laid this study. The assumption was that the random

selection of companies from the Russell 3000 fairly represented the larger population.
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This assumption was based on the Central Limit Theorem (Neuman, 2003) and was met
by the random sampling technique employed in the data gathering.
Scope, Limitations, and Delimitations

The scope of the study was U.S.-based Russell 3000 companies. This scope
permitted a large amount of diversity among different types and structures of
organizations as well as industry and size diversification. The limitation on scope based
in the United States, however, permitted a common basis in tax law, regulatory employee
policy, and cultural orientation.

The limits of the study were both externally and internally imposed. From an
external perspective, the populations of companies with and without mission statements
in the random samples needed to be large enough to permit statistical comparison.
Another factor was the availability of these mission statements on company websites or
in their annual reports.

An internal limitation was that the company had to identify its mission statement
as a Mission Statement in the company’s literature. Vision statements, value statements,
and other such statements were not considered mission statements, even though these
statements may overlap the intent of a mission statement. Mission statements focus more
on strategy and goals, whereas vision and value statements are more idealistic and
esoteric.

The data were publicly and constantly available, and of a historical nature. This
study was, therefore, replicable. The sample size was such that the results could be
generalized to other companies in an open-market system (Creswell, 2005). This

generalizability satisfies issues of external validity.
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A major delimiter of this study is the issue of causality. It was not the purpose of
this study to show any causal relationship between mission statements and profitability.
A descriptive design describes the relationships, but does not infer causality (Borg &
Gall, 1989).

Summary

At issue in this study was whether companies with mission statements have
different financial performance than those without mission statements. Brinckerhoff
(2009) stated that the expenditure of significant corporate resources depends on the
answer to this critical question. If no significant difference in profitability between
companies that have mission statements and companies that do not have mission
statements exists, these resources can find utilization in other corporate requirements
(Brinckerhoff, 2009).

This descriptive, quantitative study attempted to determine empirically whether a
statistically significant difference between companies with and without mission
statements existed. This measurement was based on statistically comparing the means of
the ROE averages of each group. The profitability of companies that have mission
statements was either statistically higher than those that do not (Hy), or they were
statistically equal to or lower than companies without mission statements (H,) These
results should add to the knowledge of both the academic community and the corporate
world concerning the significant differences of opinion regarding the importance of
mission statements to corporate profitability (Atrill et al., 2005; “Does Your Mission
Statement,” 2002; Pearce & David, 1987; Rarick & Nikerson, 2006; Rarick & Vitton,

1995; Sufi & Lyons, 2003).
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Chapter 2 presents a review of the literature regarding mission statements. An
explanation regarding how the literature review evolved from a strategic perspective is
provided. Chapter 2 includes an overview of mission statements and profitability
relationships from a historic perspective and presents current research and studies related

to the theoretical framework.
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CHAPTER 2: REVIEW OF THE LITERATURE

The issue of the contribution of the mission statement to corporate strategy and
profitability was a long-standing and increasingly debated one (Morphew & Hartley,
2006). The concept of a mission relating to effective strategy has been historically
applicable in numerous fields, from the military in ancient times to country building and
exploration. The application to business, however, was a relatively modern concept (Kay,
McKiernan & Faulkner, 2006). The identification and use of a specific statement relating
to a corporation’s mission, the mission statement, was introduced to business research
through the germinal work of Pearce in the researcher’s article “The Company Mission as
a Strategic Tool” (1982).

As aresult of Pearce’s article, significant research has been undertaken to explain
the power of mission statements on the focus of corporate strategy and success. Some of
the leading researchers in corporate strategy and corporate success dynamics have
examined mission statements, taken them apart and analyzed them. These researchers
suggested factors for inclusion that the researchers believed would make the mission
statement more effective. These same researchers even tried to relate the existence of
mission statements to company profitability (Atrill et al., 2005; Pearce & David, 1987,
Rarick & Nickerson, 2006; Rarick & Vitton, 1995). As time passed, however, more
researchers began to question the efficacy of corporate mission statements (Bartkus,
Glassman, & McAfee, 2000; “Does Your Mission Statement,” 2002; Omran et al., 2002).
As corporations today continue to invest heavily in these mission statements, critical
analysis to determine whether or not a mission statement can make a difference to a

corporation’s financial success is a prudent management activity. The purpose of this
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study was to provide evidence showing whether or not the connection between a mission
statement and a company’s profitability was statistically supported.

A review of the literature in the subject area of mission statements shows major,
and sometimes contradictory, themes, as presented below in Figure 1. The study of
mission statements is continually evolving, and many researchers worked in many
different categories of research into the topic. The author of this study has developed this
figure in an attempt to clarify and categorize the literature on a thematic basis. Figure 1
starts with the sources for definitions of mission statements, and follows with researchers
who discuss the devolution of the basic definition of these statements. The next level of
the chart includes people who researched the concepts of mission and the use of the
mission statement as a tool for management. Both those who agreed with the need for a
mission statement and those who disputed that need are included in Figure 1. Major
authorities on the impact of mission statements and strategy are then shown, many of
whom posited that mission statements positively impact strategy, and others who did not
hold this position. A final categorization focuses on researchers who believe that mission

statements impact financial performance, and those that do not.
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Figure 1. Development of mission statement themes within the literature review.
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Literature Review

The Mission Statement, Defined

Citing Leuthesser and Kohli (1997), Atrill et al. (2005) defined a mission
statement as an “attempt to articulate the business mission. It tries to convey the identity,
purpose and direction of a business . . . in a concise and simple manner” (p. 28). Some
companies mix mission statements with vision statements and value statements, whereas
other researchers define mission statements narrowly (Kaplan, 2007; Pearce & David,
1987). For the purposes of the study, a mission statement was self-defined by the
company. Whatever the company called a mission statement on their company website or
in their annual report was taken as a mission statement. This study disregarded any other
corporate statements, such as value statements or purpose statements. The study also
disregarded the content in the mission statement. While mission statements, value
statements, statements of corporate purpose, and other similar statements may overlap,
each has a different focus (Michaelson, 2006; Schein, 2009).
The Statement of Mission and the Mission Statement

The Art of War (Tzu, 2 BCE/1963) is, according to Wittman and Reuter (2008),
one of the most respected books on strategy ever written. Originally written as a military
treatise, The Art of War is studied today for its implications and applicability to business
in the modern world. Sun Tzu’s thoughts on leadership, deceit and surprise, and
flexibility are all cornerstones of a zero-sum business or military environment. But
perhaps the most critical teaching of Sun Tzu was his thoughts on organizational mission
and alignment. "The side that has superiors and subordinates united in purpose will take

the victory” (Sun Tzu, as cited in Rarick, 1996, p. 41) provided a clear statement of the

www.manaraa.com



21

value of common mission and understanding or organizational purpose, and its criticality
to organizational success. Utilization of this shared purpose by all members of the
organization can produce a powerful competitive advantage (Rarick, 1996).

The use of shared purpose for competitive advantage finds utilization by countries
as well as companies. Jose Maria Figueres, a former president of Costa Rica, points out
that competitiveness, education, and the business environment are all part of the national
mission. This national mission also enters the business missions of the companies in the
country (Ketels, 2006). This paper, however, restricted itself to U.S. companies.

Bain and Company, a global business strategy consulting organization, has
conducted extensive research since 1996 on the role of mission statements as top tools of
managers for running their companies (Rigby, 2009; Rigby & Bilodeau, 2005; Rigby &
Bilodeau, 2007). Rigby and Bilodeau posit that the reason mission statements are one of
the most-used tools is that managers think mission statements provide clear guidance to
the organization by answering questions such as “why do we exist; what is our purpose;
what are we trying to accomplish?” (Bart, Bontis & Taggar, 2001, p. 19). Even though
the questions seem simple and clear, there has been little empirical research finished
regarding the relationship between a mission statement and a performance model. Bart,
Bontis and Taggar attempted to rectify this with a model in their research in 2001. Here,
an intermediate to the model, employee behavior was found to be critical to transforming
the mission statement content into positive company performance. Employee behavior
was seen as a result of mission statement rationale, with a focus on performance, solid
content, and a strong alignment of organizational values. Thus from Bart et al.’s point of

view, a mission statement could improve performance, but only through adjustment and
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modification of employee behavior. Hirota, Kubo, and Miyajima (2007) emphatically
stated that corporate culture does matter. Want (2006) also supported this corporate
culture position in his work. Simply because a shared mission or purpose is potentially
beneficial did not, according to these researchers, mean that a formal mission statement
was a requirement, or even desirable. Buton (2005) stated that Hirota, Kubo, and
Miyajima (2007) and Want (2006) questioned the need for a written mission statement.
The positions held emanated from the belief that mission and purpose are the result of a
unified set of values but are not the cause of these values. The actual writing of the
mission statement had no effect on financial profitability in the studies, but executives
with a strong understanding of the company’s mission had a large and strong impact on
profitability. In organizations that existed before the time of mass literacy, the written
word clearly had little impact on the society. Culture, family, and political structure were
much more important in focusing missions and goals.

Much of the work in organizational behavior in corporations focuses on the
concept of values and mission. Schein (2009) emphasized the alignment of culture and
values in achieving the mission of a corporation. The leadership’s task was to ensure that
cultural issues “are congruent with the organization’s mission and goals” (p. 6).

Iyer and Davenport (2008) posited that a mission statement can foster a culture of
innovation. This position received reinforcement from other researchers’ works (Bartkus,
Glassman & McAfee, 2006; Bessant & Tidd, 2007; Bose & Thomas, 2007; Harvey,
2007) who each emphasized the connection between a mission statement and the

development or existence of innovation in the company. Kaplan and Norton (2008)
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included the development of mission and value statements into their strategy-to-
operations linkage.

Bart, Bontis and Taggar (2001) asserted that a significant body of research in
today’s world supports the position that a written mission statement can be a significant
factor in instilling a mission into an organization. Pelland (2009) agreed with them.
Significant disagreements existed, though, about what the components of the mission
statement should be, how the phraseology was to be considered, what audiences the
mission statement should address, and even what purpose the mission statement served.
The schools of research, however, united in the belief that the mission statement, to be
useful, must be in written form and clearly understandable.

Pearce and David (1989) described the mission statement as the “starting point for
the design of managerial jobs and structure” (p. 109). In this view, the mission statement
set the organizational design and had significant influence on the culture and operational
efficiencies of the organization. At the same time, their thinking continues with the
concept that the mission statement must also describe the “fundamental reason why the
organization exists” (p. 109). This combination of concrete operational focus combined
with philosophical imperatives made the creation of a mission statement an intricate
balancing of effort.

Bart, Bontis, and Taggar (2001) took a more limited approach to the purpose of a
mission statement. While examining various constructs, Bart, Bontis, and Taggar saw the
value of mission statements in developing well defined goals and clearly stating the
means that would be used to achieve those goals. Mission statements must set the

framework for the organization’s actions. In their view, the ends and the means had to be
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clearly understood prior to writing the mission statement, so that the statement itself
could clearly eliminate any doubts about the company’s purpose or direction.

These opposing positions exemplify two basic perspectives differentiating
mission statement research. In one case (Pearce and David), the mission statement existed
to establish the vision, goals, and objectives of an organization, and in the other case
(Bart, Bontis, and Taggar), the vision existed, and the mission statement’s purpose was
simply to clarify it. Although the positions are not mutually exclusive, these perspectives
appeared to influence the components that each researcher viewed as critical for a well-
written mission statement.

Neither the proposal of Pearce and David nor that of Bart, Bontis, and Taggar
addressed the question of profitability directly. For example, there was no metric
definition of profitability with which to measure empirically the effects of the mission
statement on the organization. Profitability could have many metrics, such as return on
sales, return on assets, return on equity, net income, net profit, or gross profit. For
purposes in this study, ROE was the chosen metric and represents the amount of return
stockholders receive on their investments (Financial Times Lexicon, 2009). Return on
Equity’s choice was an attempt to minimize the potential disparity between capital-
intensive and non-capital-intensive companies. While the research methodology
accounted for these differences in its data analysis, ROE was as viable a metric as any
other.

Williams (2008) analyzed mission statement semantics. Using content analysis,
Williams classified the mission statements of those companies exhibiting higher

performance and those demonstrating lower financial performance. Williams suggested
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that those companies that exhibited higher performance emphasized different values and
targets in their mission statements than those with lower performance. The two groups
built corporate identities and images in a similar manner, but differed in their value
emphasis and targeted recipients. According to the analysis, this difference in value
emphasis resulted in a difference in profitability.

Pelland (2009) simply laid out the following requirements for a mission
statement: a mission statement “tells the world who you are and what you stand for” (p.
8). In Pelland’s view, identity, purpose and long-range vision were the critical items in a
mission statement. The key questions that were required to be answered by a mission
statement were “What are you trying to do? What are the goals that you're trying to
accomplish? What are the ways to accomplish that?” (p. 8). The simplicity of the
questions clearly defined the extent of Pelland’s definition of a mission statement.
Mission Statement Devolution

The mission statement of today can be either a confirmation of the existing
mission of the organization or a tool to align the organization to accomplish that mission.
In1982, Pearce published his classic work describing the necessary components of a
mission statement as product, market, and technology. Pearce’s work began a debate
among researchers over the components of a mission statement. Basu and Palazzo (2008)
posited that a mission statement has lost focus because of competing stakeholder interests
being included. Pearce and David (1987) added company values, location, and image to
Pearce’s original concepts. Researchers disagreed about what components were necessary
in a mission statement and how important each component was. Researchers also differed

about whether a particular component was a part of the mission, a part of the vision, a
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part of the core principles, or a part of some other focus. Michaelson (2006) noted that
many researchers and companies broke apart the classical mission statements, and put
different parts and pieces into separate statements described as Vision Statements,
Statements of Purpose, Mission Statements, and even Strategy Statements. Collis and
Rukstad (2008) and Rahman (2009) agreed with Michaelson that this devolution of the
mission statement caused a dilution of focus in the strategic planning process, and caused
some to question the value of mission statements and value statements altogether.

The mission statement components developed by Pearce, and further expanded by
Pearce and David (1987) had for many years provided a basis for effective mission
statement development and research. Pearce and David’s clear focus on products, market,
and technology remained basically constant over time, even though other researchers
looked at it from different perspectives. As the market became more customer-focused
and stakeholders grew from company customers to other societal groups, it was no longer
sufficient to have a mission statement that included only the narrow interests of the
company employees and immediate stakeholders. The stakeholders became society en
masse, and corporate social responsibility became a driving force in both strategy and
corporate success (Basu & Palazzo, 2008).

This rise of competing stakeholders in corporations caused a loss of focus in both
the mission and the vision of the company (Basu & Palazzo, 2008). Goals and objectives
clearly defined early mission statements. A mission statement that addressed societal
issues such as social justice, diversity, and the environment, however, could result in a
loss of focus in the management of the business and the direction and control of the

organization. Vision statement development increased, according to Lucas (1998), and
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became a strong marketing tool providing cover from social action extortion. The vision
statement’s efficacy as a corporate strategy motivator was, however, questionable (Lucas,
1998).

Levin (2000) suggested that the vision statement was ineffective because of its
confusion with other concepts such as mission, philosophy, strategy, and goals. Levin’s
clear definition separating mission and vision described a mission as “what a company is,
and what it does”... and “a statement of purpose, not direction” (p. 93). A vision
statement, on the other hand, described “the future world the company strives to create”
(p. 94). Levin said the difference in focus between what a company was and what the
company’s long-term purpose should be was critical.

Long, complex vision statements, while satisfying to many constituencies, quickly
became non-motivational and were largely forgotten. Lucas (1998) contended that
employee involvement was the key to success. Without employee involvement, mission
statements and vision statements would continue to be empty rhetoric, and would not
provide motivational impact (Lucas, 1998).

Although the vision statement is the most common fragment of a mission
statement, other sorts of statements appeared in the literature and corporate suites, further
fragmenting the more unified and understandable concept of the mission statement. The
Statement of Core Values or Value Statement, for instance, was one way that corporations
tried to address the multitude of interest groups that confronted them in the social and
political arena. While values were once evident in the mission statement, some
corporations found that addressing values outside the mission statement was more

effective when dealing with outside constituencies (Lucas, 1998).
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Some companies no longer had anything called a mission statement. Many other
statements existed, and the mission of the company intermingled with other objectives
covered elsewhere. This fragmentation often resulted in a lack of clarity and lack of
motivation among employees (Lucas, 1998). Unless there was some statement for
employees to focus on, the vision and other statements would “lower the company’s
morale and long term effectiveness” (Lucas, 1998, p. 25).

The devolution of the mission statement was not so much in the content area of
the mission statement, but rather in its form. Drucker and Pearce fragmented mission
statements into their constituent parts, calling them Vision Statements, Statements of Core
Values, and Purpose Statements. Lucas (1998) and Levin (2000) both agreed that these
actions diluted the clarity and unifying focus of the mission statement
The Mission Statement and Strategy

Many researchers have attempted to make the case for a positive relationship
between mission statements and strategy. Some authors presumed that the existence of a
strong, well-crafted strategy mission statement resulted in strong company performance
(Clark, 2008; Cochran, David & Gibson, 2008; Porter, 1991). Little empirical data were
found in the literature that solidified this assumed linkage between mission statement,
strategy, and financial performance (Bart, Bontis, & Taggar. 2001). Studies attempting to
link the mission statement to performance existed (Atrill et al., 2005; Baetz & Bart, 1996;
Hader, 2006; Karami, 2007; O’Gorman & Doran, 1999), but few have attempted to show
a causal linkage in an empirical way from mission statement to strategy to financial
performance. At most, the research attempted to connect the mission statement to

financial performance, leaving strategy out of the pathway (Clark, 2008).
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Clark (2008) did attempt to provide a linkage between mission statements and
financial performance. Clark’s model using Critical Success Factors and Key
Performance Indicators provided a framework for building a pathway to success, but did
not provide sufficient research to validate the model. While promising, the model’s
current state becomes one of using Key Performance Indicators to measure Critical
Success Factors determined in the mission statement and not developing a strategy to
implement the Critical Success Factors.

Some researchers cautioned against this causal assumption. Michael Porter, after
writing groundbreaking works on strategy in the 1980s lectured worldwide about the
dangers of confusing mission statements and vision statements with strategy. Strategy’s
definition is about "what will make you unique" (Porter, as quoted in
Knowledge@Wharton, 2006, Para. 6). Mission statements and vision statements have
more to do with goals than with strategy. “Mission statements and vision statements
should not be confused with strategy” (Knowledge@ Wharton, 2006, Para. 7).

Porter’s work on strategy identified Five Factors critical to an organization:
Industry Rivalry, Ease of Industry Entry, Buyer Power, Supplier Power, and Threat of
Substitution (Porter, 1980). In Porter’s discussion of strategy, there was little linkage
between the strategic performance and a mission statement, except in the Industry
Rivalry Factor. Industry Rivalry could be addressed by concentrating on a firm’s strategic
performance within its industry group. Porter maintained that it was critical to compare a
company’s growth rate to the growth rate of the industry. Other important comparisons
were the age of the firm versus average age of firms in the industry (survivability),

management tenure (leadership), and mission statement existence. In the Industry Rivalry
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Factor, a mission statement became important, though not critical, to strategy in the
Porter model. Porter argued for a distinction between mission statements and strategy, but
investigation of the correlation between these factors and empirical data have not yet
been accomplished, although some research in this area is in progress (Levith & Bentley,
2010).

Wang and Chang (2009) suggested that Porter’s Five Forces were not a viable
operative model for entrepreneurs in China. Wang and Chang (2009) suggested a new
five forces model based on Sun Tzu’s philosophy. While developing this model however,
it is important to note that this new model also contained a business purpose factor
similar to a mission statement. Wang and Chang focused on the philosophical differences
between the models, and brought to the forefront some major cultural differences in
thinking.

Abell (2006) attempted to connect mission statements and strategy through the
leadership relationship, by proposing six leadership tasks. One of these was “putting
vision and mission ahead of strategy” (p. 310). Abell’s work pressed Porter’s efforts by
putting a priority on mission statements over strategy. Whether this was a valid
prioritization is unproved. The mission statement’s criticality to profitability is an open
issue, but that strategy and profitability are interrelated appeared well accepted in the
literature.

Faulkner and Campbell (2006) pursued a similar line to Abell in their book. Here,
Faulkner and Campbell looked at a leader’s behavior, not at mission statements, as
setting the tone for corporate culture, values, and strategy. Leadership behavior, rather

than a mission statement, forced performance and strategy. Similar to the organizational
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behavioralists such as Burke and Litwin (2008), Fairhurst, Jordan and Neuwirth (1997)
and Sackmann, Eggenhoffer-Rehart and Friesl (2009), Faulkner and Campbell looked to
culture and leadership, not mission statements, to provide direction. Bolton,
Brunnermeier, and Veldkemp (2008) also pursued this line of thinking. However, none of
these studies either quantified or addressed company financial performance.

Rees and Porter (2006) questioned the efficacy of mission statements. Rees and
Porter’s belief emanated from the premise that mission statements were not realistic
about organizational control and influence on the environment. According to Rees and
Porter (2006), it was neither useful nor wise to develop a strategy based on a mission
statement that assumed an unrealistic degree of control of the external environment.

Bartkus and Glassman (2008) pointed to the position that mission statements
often did not reflect the strategy and actions of a company. In their 2008 research,
Bartkus and Glassman found that there was no relationship between stakeholder groups
mentioned in mission statements and demonstrated organizational behaviors regarding
these groups. Bartkus and Glassman noted in their study (and the italics are theirs) that
“Mission statements have become a public disclosure that concisely describes the firm as
executives want the firm to be perceived’ (p. 213). A disconnect between the mission
statement and the strategy and actions of the organization was apparent to the researchers.
This forced them to question whether the mission statement had significant impact on the
company’s actual financial or societal performance.

This study was grounded in a belief that considerable value existed in
understanding whether mission statements and company financial performance exhibit

any measureable relationship. Linear causality is a difficult relationship to show, and is
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beyond the scope of this study and the descriptive research design (Borg & Gall, 1989).

Despite such a difficulty, a descriptive comparison was possible and provided valuable

insights into the relationship between the mission statement and company performance.
The Case for Mission Statements

The case for the inclusion of mission statements as a part of company strategy,
according to Stone (1996), included many facets. Three recurring themes found in the
literature were focus (Drucker, 1974; Pearce, 1982), essential parts (Pearce, 1982; Pearce
& David, 1987), and financial performance (Rarick & Vitton, 1995). Focus entailed
providing the organization with motivation and direction. The area of essential parts
included the description of the parts of the mission statement and their individual impacts
as well as the composition of the whole from the parts. Finally, the area of actual
financial performance and the empirical determination of whether the existence of a
mission statement affected financial performance required consideration. Each of these
areas was reviewed in turn.

Focus. Drucker (1974) stated, “Defining the purpose and mission of the business
is difficult, painful, and risky. But it alone enables a business to set objectives, to develop
strategies, to concentrate its resources, and to go to work. It alone enables a business to
be managed for performance” (p. 94). In short, Drucker claimed that performance is the
result of organizational focus. In his work, mission statements defined this focus and
forced management to confront the basic questions of corporate existence and strategy.
The concept of focus received further support from Morphew and Hartley (2006) and

Melewar and Karaosmanoglu (2006).
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In 1982, Pearce held that the mission statement was an important tool for strategic
planning because it provided the framework for defining how a company would face the
market: “The company mission is a broadly defined but enduring statement of purpose
that distinguishes a business from other firms of its type and identifies the scope of its
operations in product and market terms” (p. 15). Pearce went on to say that “the company
mission describes the firm’s product, market, and technology in a way that reflects the
values and priorities of the strategic decision makers” (p. 15). The various conflicting
claims of stakeholders in the development of the mission statement were the subject of
examination by Pearce. Pearce’s work is generally accepted as the foundation for future
research on mission statements (Rarick & Nickerson. 2006).

Pearce and Roth further extended this mission statement concept into the
international forums (Pearce & Roth, 1988). While claiming the mission statement as a
major key in the “formulation, implementation, and control of strategy” (p. 39), Pearce
and Roth emphasized that the risks, opportunities, and environment change radically
when a company decides to become multinational. The changed environment must be
addressed by the organization before the multinationalization to ensure that the
fundamental philosophy and purpose of the organization does not change unwittingly in
this new environment. The mission statement in this instance was critical to addressing
and reinforcing the values and philosophy of the organization.

Biloslavo and Lynn (2007) studied the mission statement content in Slovene
companies. They concluded from their study that local influences in culture had an
impact on the context because of local institutional pressures. Gibson, Porath, Benson

and Lawler (2007) in their study, saw mission statements as “boundaries” (p. 1469) also
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influenced by the culture of the organization. Both of these studies linked local culture to
the efficacy of mission statement components.

Bart, Bontis and Taggar (2001) tested eighty-three large United States and
Canadian companies against a model they had previously developed. What they found
was that employee behavior received positive impact from mission statement
organizational alignment. Bart, Bontis and Taggar concluded from this study that the
positive impact on employee behavior did affect organizational performance.

Sidhu’s 2003 empirical study of multimedia companies in the Netherlands
emphatically claimed that mission statements could lead to superior financial
performance. Both the mission statement content and the process were used to evaluate
the impact on company performance with positive performance as the result. Both studies
then claimed financial performance enhancements for companies that used a mission
statement.

This idea that mission statements help mold the identity of the firm was also
pursued by Morphew and Hartley (2006), who found that mission statements were
important in describing the type of business the company really was. Melewar and
Karaosmanoglu (2006) developed a theory of corporate identity from a practitioner
viewpoint. The idea was that if employees knew what the mission was, they would have
stronger commitment to the firm. Shared values and commitment would increase
productivity and profitability, all generated by a mission statement and its ability to
produce a corporate identity. Sveningsson and Larsson (2006) however, saw identity in

theory, but not carried out in practice.
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Bartkus and Glassman (2008) investigated the mission statement as an indicator
of a firm’s actions and behavior. Bartkus and Glassman reasoned that a company should
match its actions with what it says about stakeholder groups in its mission statements. In
their investigation, though, Bartkus and Glassman found that there was no relationship
between mentioned stakeholder groups and how the firms treated these stakeholders.
Bartkus and Glassman did find, however, that if there was a social issue (e.g.
environment or diversity) mentioned in the mission statement, the behavior toward this
issue was part of the firm’s policy.

Wright (2002) also investigated the question of the mission statement as an
accurate indicator of company performance. Wright found that only 40% of managers
believed that their company’s actions reflected their company’s mission statement.
Wright reported that some of the reasons for this surprisingly low number were that
managers believed that the mission statements were mere public relations instruments.
Managers also felt they lacked the resources to implement the policy (Wright, 2002).
Although the issue of resources was a real one in the shareholder primacy theory of
corporate focus, increasingly it was stakeholder primacy theory reflected in the mission
statements (Fairfax, 2006). The issue of mission statement accuracy, especially related to
stakeholder statements and focus, thus became increasingly important. Bartkus and
Glassman (2008) explored this notion in depth as discussed above.

Other defenses and logical efforts were made to justify mission statements. Stone
(1996) emphasized the need for and importance of the mission statement, stating that “If
companies want to succeed . . . they need a mental focus, a vision, and a sense of

direction” (p. 32). Reaching to the past, Stone quoted Barnard as describing a mission
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statement as “a spirit that overcomes the centrifugal forces of individual interests or
motives” (Barnard, cited in Stone, 1996, p. 32). Neither Stone nor Barnard followed up,
however, with any empirical study supporting this position. The motivational aspects of
the mission statement were continually stressed throughout the literature (Branson, 2008;
Hsu, 2006; Riketta & Nienaber, 2007). Bart et al. (2001) noted that aligning employee
behavior with structure and policy was a critical function of the mission statement.

Rarick and Vinton (1995) indicated they found “a key aspect of strategic
planning—getting senior executives to agree on, and put into writing, a definition of the
purpose and scope of the company—can actually translate into profits” (p. 11). Rarick
and Vinton went on, however, to qualify their assertion. Rarick and Vinton pointed out
that although a causal assumption was impossible to verify, it “appear[ed]” (p. 12) that
companies that had a mission statement and engaged in a formal strategic planning
process had higher achievement of good bottom-line performance.

Kilpatrick and Silverman (2005) focused this theme on the nonprofit sector. In
addressing the weaknesses of a California social action improvement organization, they
pointed out that “the majority of nonprofit organizations have not taken the time to
develop and update effective visions” (p. 24). Without a clear mission statement, they
asserted, the funding nonprofits required would be more difficult to obtain. Kilpatrick and
Silverman’s statement found reinforcement in the position of Hadler (2006) who argued
that mission statements needed to provide a realistic foundation that is attainable. With
this foundation, a strategic plan, goal formation, team alignments, and performance

improvements can be accomplished.
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Further support for the value of mission statements in the public sector came from
the work of Liesink and Steign (2008), who claimed that the mission statement attracts
employees who agree with the mission, thus reinforcing attitudes and performance. Other
research in nonprofits (Bart, 2007; Brinckerhoff, 2009; Desmidt & Heene, 2008; Forbes
& Seena, 2006) produced similar results. Bart and Deal (2006) pointed out in their
research that in terms of corporate governance, for-profit and nonprofit were not
significantly different. McDonald (2007) expanded the role of mission statements as
motivation to the innovation factor in nonprofits. Research presented in the study
indicated that a clear mission statement could increase motivation and innovation in a
nonprofit. Any increase in innovation positively impacted performance according to the
study. Finally, Epstein (2009) investigated best practices in social and environmental
corporate actions and addressed the impact of mission statements on the sustainability of
performance.

Drucker (1974), Hadler (2006), and Branson (2008) have all asserted that the
development and existence of a mission statement may focus leadership and management
thinking. These three researchers agreed that the development of a mission statement
aligned employees with the company’s goals. Constituents—both internal and external—
would, according to Drucker, Hadler, and Branson, receive a sense of company direction
and purpose, simply from the existence of a mission statement. From these assertions,
some researchers have inferred that it is logical for companies that have a mission
statement to be better financial performers than those without a mission statement

(Williams, 2008).
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Criticality of mission statement parts. A significant body of research existed
regarding the possible components of a mission statement, and the impact of those
components on an organization’s performance. There were significant disagreements,
however, about which factors in the mission statement may influence performance, and
how those factors might do it. Little empirical study information linking mission
components and financial performance exists in the literature (Bart, Bontis & Taggar,
2001). Despite this lack of empirical data, researchers tended to agree on the need to
understand which variables are common in mission statements. To obtain a better
understanding of the potential impact of those variables on performance, Bart, Bontis and
Taggar posited that the rationale behind their inclusion should be considered.

Pearce introduced the concept of a mission statement as a strategic tool in 1982 by
introducing three components of a mission statement (product, market, and technology).
Pearce claimed a company’s present and future business activity could be defined with
these three components. Along with these components, he also included three goals that
were not always explicitly stated. These were survival, growth, and profitability. Pearce
added to those six components the premise that a company will include its philosophy or
creed (values). Whether the number of components is three or seven is not critical. The
value here is that there was recognition of competing components and demands on an
organization and that the mission statement’s purpose was to reconcile these competing
demands.

Clearly, Pearce (1982) was aiming at providing a framework for corporate
strategic thinking. Along with the focus attributes of the article, Pearce also emphasized

the priorities of the company’s leadership in the mission statement’s description of the
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products, markets, technology, and values. This was Pearce’s initial attempt at defining
the assorted pieces needed in a mission statement.

In a survey of Fortune 500 companies, Pearce and David (1987) changed Pearce’s
(1982) three factors for effective mission statements (product, market, and technology)
into eight critical factors. These were: customers and markets, products and services,
geography, technology, commitment, philosophy, self-concept and the desired public
image. Although the initial concepts were still evident, the mission statement’s key
aspects expanded to include company values, location, and internal and external image.
“A mission statement provides the foundation for priorities, strategies, plans, and work
assignments . . . [and] it is a general declaration of attitude and outlook” (Pearce &
David, 1987, p. 109). Significant work continued in this key-factors vein for several
years, including David’s study of the Business Week 1000 (David, 1989). David’s work
(1989) resulted in the addition of concern for employees as an additional factor for
mission statement content.

Ireland and Hitt in 1992 published an article that that mission statements were
important for all types and sizes of companies. Their assertion was that mission
statements provided a focus and rationale for day-to-day decisions as well as strategic
decisions. Ireland and Hitt also discussed reasons for not developing a mission statement,
such as preventing competitors from gaining insights into the company’s strategy and
avoiding problems that could be created by the diversity of stakeholder’s opinions. Brews
and Purohit (2007) also investigated the issue of size and the desirability of mission

statements. Brews and Purohit suggested that some dimensions of planning were more
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dependent on size than on internal or external organizational environment or stability,
and that missions statements were of more value to a larger company.

The 1996 study by Baetz and Bart of Canadian companies showed essentially the
same results as the Pearce and David findings (Rarick & Nickerson, 2006). Here the data
seemed to support the contention that although there was no empirical reason to believe
that mission statements resulted in superior firm performance, there were some specific
characteristics of mission statements that were associated with higher performance. These
higher correlated items appeared based on the development process of the mission
statement and on the level of management involvement in the process. If management
involvement was significant in developing the mission statement or if satisfaction with
the mission statement process was high, the resulting financial return was significantly
higher. The mission statement also correlated, in this research, with significantly higher
levels of positive employee behavior. Thus, Baetz and Bart concluded that even though
the mission statement’s existence was not correlatable with higher company performance,
some content and process components did correlate with higher employee and firm
performance.

Peyrefitte and David (2006) conducted empirical research into the relationships
among the content included in mission statements in specific industries. They found that
there were similarities across industries in wording and constituencies addressed by the
mission statements. Peyrefitte and David believe that this explained why few studies
have shown a direct association between mission statement content and performance.

Although the case presented was strong that the content within industries was a strong
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common denominator in addressing industry constituencies, this did little to explain
corporate performance across industries.

While finding no significant correlation of mission statements to financial
performance, Baetz and Bart (1996) and Atrill et al. (2005) did find a strong correlation
in some individual mission statement factors. This association was primarily with
whether the mission statement showed orientation toward shareholders, customers,
stakeholders, or markets. Baetz and Bart concluded that there was some significance in
some areas based on content orientation, but there was no general customer-oriented
significance.

Leuthesser and Kohli (1997) examined mission statements from the Business
Week 100. They attempted to define which groups received benefits from the mission
statements. By breaking down the mission statements into segments, Leuthesser and
Kohli showed that certain parts of the mission statements did appeal to some
constituencies. In general, though, Leuthesser and Kohli discovered that not all mission
statement components appealed to all constituencies. Bart (1998) also studied mission
statements within innovative and non-innovative companies. Bart showed a commonality
of mission statement components within the higher performing companies as opposed to
the lower performing companies. Rationales behind these mission statement components
were also analyzed, and results indicated that both the components and the rationale
behind them were important to mission statement impact on performance. Firm
performance was not found to be a factor based on mission statement quality, that quality
defined by stakeholders, objectives, or specific component inclusion (Bartkus, Glassman,

& McAfee, 2006). Those phrases that refer to “fundamental rules of business” (Bartkus,
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Glassman, & McAfee, 2006, p. 86), however, did appear to have a significant
relationship with superior financial performance.

Specific component inclusions seemed to be influential in improving mission
statement quality. These could be reflective of Bartkus et al.’s definition of fundamental
rules. Elangovan, Selladurai, Devadasan, Goyal and Muthu (2007) linked mission
statements with quality in production processes. This linkage attempted to bridge the gap
between mission statements and improving financial performance by including a quality
component as a key aspect in planning. Others supported this position that financial
performance would improve by introducing quality to mission statements (Terziovski,
2006).

Ethical content is also a component discussed in the literature (Ardichvili,
Mitchell & Jondle, 2009; Balmer, Fukukawa & Gray, 2007; Davis, Ruhe, Lee &
Rajadhyaksha, 2007; Melé, Debeljuh & Arruda, 2006). These researchers all investigated
ethics, but did not try to link them to financial performance. Friedman, Friedman, and
Kass-Sharibman (2008), however, stated that “The benefits of being virtuous and socially
responsible do not always manifest themselves immediately...” (p. 34) and that spiritual
values generate goodwill, and thus contribute to the profitability of the company. No
empirical data were included in their study to support their position.

Bratianu and Balanescu (2008) compared the vision, mission, and value
statements of what they identified as the top fifty US companies. Bratianu and Balanescu
went on to compare the formulation of these statements and concluded that “They [the

statements] are strong integrators for the organizational intellectual capital and
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communicate the essence of company businesses to all stakeholders™ (p. 33). No attempt
was made to relate this empirically to organizational performance.

Williams (2008) investigated Fortune 1000 firms in an attempt to correlate the
performance of high-performance firms versus low-performance firms with content
components and rhetorical composition of the mission statement. The study showed
several factors in the language of the mission statement that may have fit into higher
performing companies, and a few common factors of low performing companies.
Although not definitive, William’s study about the choice of words used in a mission
statement did raise interesting questions regarding what impact those choices might have.

Other researchers have investigated what makes a good mission statement. Bart et
al. (2001), Collins and Rukstad (2008), and David and David (2003) as well as a
multitude of online mission-statement consulting companies, addressed the key
constituents of successful mission statements. Unfortunately, limited agreement on the
critical parts of a mission statement and the mission statement’s impact on financial
performance can be found.

A large body of research has attempted to dissect the mission statement and
identify the key components that make a mission statement effective. This deconstruction
of the mission statement has given structure to some of the research, but as was shown
later in this chapter, mission statement component study is not applicable in many
situations. The components remain scattered and fragmented in focus, and no key set of
components has shown itself to correlate significantly with strong company performance.

Mission statements and financial performance. Several studies in the literature

directly address the issue of whether mission statements have an impact on financial
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performance. A key early work that provided the most impetus to this position was
authored by Rarick and Vitton in 1995, who studied randomly selected companies listed
in the Business Week 1000 at the end of 1994. Rarick and Vitton claimed that their
research showed that companies with a mission statement had significantly higher ROE
than those that did not have a mission statement. The ROE of the firms having mission
statements was 16.1%, while the average for firms without mission statements was 9.7%
(Rarick & Vitton, 1995). Unfortunately, the specific data from this study were not
published, but a difference of this magnitude would appear significant. Rarick and Vitton
attributed this difference in financial performance to focus, as discussed in a previous
section, stating that “a key aspect of strategic planning—getting senior executives to
agree on, and put into writing, a definition of the purpose and scope of the company—can
actually translate into profits” (p. 11). Later in their article, Rarick and Vitton cited
mission statement attributes that were prevalent in the successful companies.

Pearce and David (1987) presented a more empirical study of corporate mission
statements and profitability. Pearce and David’s study showed that companies that had a
number of certain common factors in their mission statements were in the upper quartile
of performance. Their work provided additional empirical evidence that some factors in
mission statements contribute to higher corporate profitability. These findings received
further confirmation in the work of Smith, Heady, Carson, and Carson (2005), who found
that companies that had a sense of community involvement in their mission statements
performed better over time.

Sufri and Lyons (2003), in a study of 30 top hospitality companies, reported that

while there was a significant difference in sales between companies having mission

www.manaraa.com



45

statements and those not having them, there was no correlation in profitability. Sidhu
(2003), on the other hand, based on his study in the Netherlands that was mentioned
earlier in the focus section, claimed that mission statements could result in superior
returns. In that study of multi-media firms, however, not only was mission statement
content considered, but also the process of developing the mission statement. There were
no empirical results statistically presented in this article, though.

More recent studies by Sufri and Lyons (2003) have indicated a relationship
between mission statements and profitability. In a 2007 study of 52 Spanish listed firms,
three researchers found a positive, but not significant relationship between these factors
(Moneva, Rivera-Lirio, & Mufioz-Torres, 2007). Vandijck, Desmidt and Buelens pointed
out in their 2007 study of Flemish health care executives, that the executives strongly
supported the idea that their mission statements contributed performance benefits to their
companies (Vandijck, Desmidt, & Buelens, 2007).

The case for mission statements affecting profitability in a company rests on the
issues of focus, mission statement parts, and empirical financial demonstration. From the
earliest conceptualizations of mission statements for businesses by Drucker (1974) and
Pearce (1982), the concept that management focus on the business would result in
superior performance was prevalent. As research into the causality for the relationship
progressed, various models of what made a mission statement successful, such as Pearce
and David’s assertions in 1987, became important. Finally, attempts at correlating
financial performance and mission statements were attempted with varying degrees of
success (Rarick & Nickerson, 2006; Rarick & Vinton, 1995; Smith, Heady, Carson &

Carson, 2005). Overall, however, a case for a connection between having a mission
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statement (however defined) and company profitability could be made and reasonably
supported, as reported by Rarick and Vitton (1995), Williams (2008), and Abell (2006).
The Case against Mission Statements

As persuasive as the case in favor of mission statements contributing to corporate
performance is, there has been and continues to be, an increasing body of research
refuting this idea. While company focus and mission statement parts may be useful in
other strategic matters, researchers such as David (1989), O’Gorman and Doran (1999)
and Omran et al. (2002) declare that it has not yet been shown conclusively that inclusion
of a mission statement will correlate to financial success. If they are right, there is a
strong case against the value of mission statements.

As early as 1987, Pearce and David concluded that some parts of company
mission statements appeared consistently in financially successful companies. Peace and
David went on, though, to indicate that this was not enough to suggest that the mere
inclusion of these parts would directly improve organizational performance. Moreover,
their apparent frustration with unsupported claims of a connection became apparent in
their comments: “it is not unreasonable to demand empirical evidence of the presumed
integral role of mission statements in linking strategic planning with corporate
performance” (p. 113). This frustration in the lack of empirical connection exists among
other researchers as well and has not abated.

David (1989), conducting a survey of Business Week 1000 firms, received
responses from 181 firms regarding their mission statements. Analyzing the financial

results of businesses with and without mission statements, he concluded that “it could not
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be concluded from this or prior studies that a more comprehensive mission statement is
related to higher performance” (David, 1989, p. 97).

Furthermore, Bart (1997) attempted to explain why mission statements do not get
the results many managers expect. Bart wrote that “the power of mission statements rests
in their ability to achieve two key results: (1) to inspire and motivate organizational
members to exceptional performance—that is, to influence behavior; and (2) to guide the
resource allocation process in a manner that produces consistency and focus” (Bart, 1997,
p. 9). Bart noted with dismay, however, that in his study of 88 companies, “in any sample
of mission statements, the vast majorities are not worth the paper they are written on and
should not be taken with any degree of seriousness” (p. 10). Bart (1997) went on to claim
that most mission statements were misrepresentative of the company’s actions. Bart
(1997) concluded that managers believed the published goals were unattainable and that
the mission statement had little influence over the actual running of the business. Bart
(1997) further asserted that managers believed that as propaganda, mission statements
were interesting, but as vehicles to provide guidance in running the manager’s business,
mission statements were lacking (p. 10). This negative result was a clear indictment of
the developers and users of the mission statements themselves.

O’Gorman and Doran (1999) examined factors in Irish businesses. Using the
Pearce and David (1987) model for mission statement construction, they found that
“mission statements per se are not correlated positively with SME [small and medium-
sized enterprises] performance” (p. 59). Stone (1996) went further and condemned

mission statements as creating cynicism rather than motivating employees.
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Bartkus, Glassman, and McAfee (2000) investigated mission statements and
attempted to define what they are by delineating the presumed benefits and the
shortcomings of the mission statement. Bartkus, Glassman, and McAfee’s critical
position was that mission statements are routinely ignored by the organization because
they are too narrowly focused to provide much guidance or direction for employee or
managers. Moreover, they contended that employees saw themselves as short-term hires
in the modern economy, and therefore had little interest in the mission statements of the
companies for which they worked. The implications of this thinking reverberate far
beyond mission statement value.

Concerning the correlation of results for companies with mission statements and
those without, Omran et al. (2002) did not find any correlation between mission
statements and financial performance in their study of eighty different companies. In a
study published 3 years later, the same researchers (Atrill et al., 2005) found some
correlation in the service sector, but “[m]ission, according to customer orientation, did
not affect performance” (Atrill et al., 2005, p. 32). Suftri and Lyons (2003) studied thirty
hospitality companies and found that while there was some correlation between mission
statement and sales, there was no significant correlation between mission statements and
profitability or return on equity.

Finally, Rarick and Nickerson, in a 2006 study that was an update of Rarick and
Vitton (1995), analyzed Web-based mission statements of 424 U.S.-based companies,
and concluded that “firms with mission statements on their websites had an average ROE
of 18.5% while firms without a mission statement on the Web had an ROE of 18.2%”

(Rarick & Nickerson, p. 10). This difference was found not to be significant, especially in
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light of the earlier Rarick and Vitton study (1995), which had stated that the ROE of the
firms having mission statements was 16.1%, while the average for firms without mission
statements was 9.7%.

Return on Equity as the Performance Metric for Financial Profitability

Evaluating company performance can be done in a multitude of ways.
Profitability can have many metrics: return on sales, assets, and equity, net income and
profit, or gross profit. To be actionable, though, a performance metric must be specific
and measurable. Imprecise allusions to alignment of values (Rarick, 1996) or clarification
of direction (Bart, Bontis, & Taggar, 2001) do not adequately measure financial
performance or allow objective definition and analysis. Financial performance requires
measurement with financial definitions and metrics.

ROE is the choice in the study for the financial metric, with its definition as the
amount of return stockholders receive on their investments (Financial Times Lexicon,
2009). ROE’s choice is an attempt to minimize the potential disparity between capital-
intensive and non-capital-intensive companies. Calculation of the ROE is independent of
industry and company size and is consequently a reasonable way to compare companies
across varying industries.

Finally, ROE is the measurement used most often in empirical studies of
profitability. Studies by Sufri and Lyons (2003), Rarick and Vinton (1995) and Rarick
and Nickerson (2006) all used the metric of ROE. Sufti and Lyons (2003) found some
correlation between mission statements and sales, but found none in mission statement
and ROE, while Rarick and Vinton (1995) assert a direct correlation between mission

statements and ROE, and later Rarick and Nickerson (2006) find no correlation.
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Other Potentially Interactive Variables

CEO Tenure can impact the company performance and profitability, although
researchers tend to disagree on the extent of that impact. Shen and Cannella (2002)
posited that the length of a CEQ’s tenure and the type of successor chosen had a
significant impact on the future performance of the company. Henderson, Miller, and
Hambrick (2006), on the other hand, argued that the longer-sitting CEOs did not react to
environmental changes as well as shorter-term CEOs, and thus, performance would
decrease with CEO tenure. Walters, Kroll, and Wright (2007) seemed to split the
difference in claiming that positive performance occurs at low to moderate levels of
tenure, but that performance could drop off at longer term tenure. The relationship
between CEO tenure and ROE requires scrutiny to ensure the maintainance of internal
consistancy. The units of measure in CEO tenure would be years of tenure versus the
compamy ROE. Figure 2 below is a potential example of the type of relationship possible

developed by the researcher for this study.
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Figure 2. CEO Tenure versus Return on Equity.

Market Capitalization. A considerable number of studies investigating the
relationship between market capitalization and corporate profitability exist. Many found
little relationship between the two (Jegadeesh & Karceski, 2009; Perold, 2007; Warnock,
Thomas & Wongswan, 2006). Ensurance that the samples are consistant should alleviate
any concerns about this factor in this study. The units of measure in capitalization was
dollars of capitalization versus the compamy ROE. Figure 3 below is a potential example

of the type of relationship possible developed by the researcher for this study.
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Figure 3. Capitalization versus Return on Equity.

Growth Rate. A company’s rate of growth is considered a component of financial

performance (Carton & Hofer, 2007). The purpose of this study is not to validate or

invalidate this contention. This study’s intent is to eliminate sales growth differences in

the two sample populations so that they are not a factor in the variable relationship being

examined. The units of measure for growth rate was yearly percentage of revenue growth

versus the company ROE. Figure 4 below is a potential example of the type of

relationship possible developed by the researcher for this study.
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Figure 4. Growth Rate versus Return on Equity.

Industry Concentration. A detailed description of the Herfindahl Index can be
found in the definitions in Chapter 1. For purposes of this study, it is sufficient only that
the variable of industry concentration is minimized with relation to the sample
distributions considered. Considerable issues of concentration impact exist with a large
Herfindahl Index (Hausman & Sidak, 2007). The Herfindahl Index is a unitless ratio, and

was charted versus ROE. Figure 5 below is a potential example of the type of relationship

possible developed by the researcher for this study.
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Figure 5. Herfindahl Index versus Return on Equity.
Conclusions

Significant controversy exists in the literature regarding the value of the mission
statement to company profitability. This controversy exists whether a mission statement
is addressed from the perspective of company focus, mission statement content, or simple
mathematical calculation of ROE. Each of these perspectives has both supporters and
detractors.

Drucker (1974) initiated a focus perspective for mission statements that was later
modified and expanded by Pearce (1982). Pearce and Roth further expanded this
perspective into the international sphere (1988). Other researchers followed by expanding
the focus concept to the types of business and corporate identities (Melewar &
Karaosmanoglu, 2006). The focus perspective helped create the improved strategy

expectation thinking of other researchers such as Porter (1992) and Morphew and Hartley
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(2006), whose efforts concentrated on the concept that focus on the company’s mission
would result in a clearer strategy. This clearer strategy would, according to Porter (1992)
and Morphew and Hartley (2006) lead to a better operational organization.

Numerous researchers assert that the development and existence of a mission
statement may focus leadership and management thinking, align employees with the
company’s goals, and give constituents—both internal and external—a sense of company
direction and purpose. From these results, some researchers infer that it is logical for
companies that have a mission statement to be better financial performers that those
without a mission statement (Williams, 2008).

A significant body of research exists regarding the possible components of a
mission statement and the impact of those components on an organization’s performance.
There are significant disagreements, however, about which factors in the mission
statement may influence performance, and how the factors might do it. Little empirical
study information linking mission components and financial performance exists in the
literature (Bart, Bontis & Taggar, 2001). Many researchers have attempted to dissect the
mission statement and identify the key components that make a mission statement
effective Pearce (1982), Pearce and David (1987), Bart et al. (2001), Collins and Rukstad
(2008), and David and David (2003). This deconstruction of the mission statement has
given structure to some of the research, but mission statement component study has not
proven its applicability to many situations. The arguments in favor of and opposed to
various components continue scattered and fragmented in focus, and no key set of
components has shown itself to correlate significantly with strong company performance.

Thus, proponents of individual components’ effectiveness, such as Baetz and Bart (1996)
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and Atrill et al. (2005) and opponents of that position, such as Collins and Rukstad
(2008), and David and David (2003) continue to engage in scholarly dispute.

Finally, empirical research attempting to connect mission statements and financial
performance exists in the literature, but with diametrically opposed conclusions. While
some researchers claim companies with mission statements have significantly higher
profitability and performance (Pearce & David, 1987; Rarick & Vitton, 1995; Sidhu,
2003), other researchers claim that their studies support just the opposite (Atrill, Omran
& Pointon, 2005; O’Gorman & Doran, 1999; Rarick & Nickerson, 2006). Research with
empirical focus is lacking, and the depth of what research exists is regrettably
contradictory.

A time progression also appears possible in the literature (Rarick & Nickerson,
20006). Earlier studies claimed a large difference in performance (Rarick & Vitton, 1995),
with more recent studies claiming a much narrower difference between the two
populations (Rarick & Nickerson, 2006). Although the definition of content inclusion in a
mission statement has changed over time, the definition of what constitutes ROE has not.

Summary

Chapter 2 presented a review of the research literature on mission statements and
company performance and noted the wide range of thought concerning the usefulness of
a mission statement in producing enhanced company performance. Chapter 2 presented
three major themes in the literature with regard to the mission statement: focus (Drucker,
1994; Pearce, 1982; Morphew & Hartley, 2006), components (Collins & Rukstad, 2008;
Williams, 2008), and financial performance (Pearce & David, 1987; Rarick & Vitton,

1995; Sidhu, 2003). An outline regarding how the literature review was structured from a
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strategic perspective is the subject of Figure 1. Chapter 2 included an overview of
mission statements and ROE from a historic perspective and presented current findings
and studies related to the theoretical framework with major variables and potentially
interactive variables explained and operationalized.

Chapter 3 addresses the methodology used for this research study and is based on
the literature reviewed in Chapter 2. The research design and appropriateness of design
for this study, along with the research question and population studied are discussed.
Chapter 3 also presents the sampling frame, geographic location, data collection,

instrumentation, validity and reliability measures, and data analysis.
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CHAPTER 3: METHOD

The purpose of this study was to determine whether an explicit mission statement
was related to increased profitability. This expectation was not reflected or empirically
supported in the literature, as noted in Chapter 2. If the existence of a clearly defined and
specific mission statement could be shown to lead to superior profitability, the case for
expending both time and money to develop a mission statement would be more readily
evident. Conversely, if there is no definable connection between a company’s mission
statement and its profitability, then those resources could be put to better uses.

This study compared two population samples randomly selected from the Russell
3000 Index using the Excel RDN function, a sample of companies with mission
statements and a sample of companies without mission statements. Because each sample
had at least thirty companies, a ¢-test was used to compare the means of the samples.
Since neither sample size was less than thirty, a stratified random sample methodology
was not used. Before this comparison, individual sample evaluations to determine
internal consistency occurred. The factors of experience of management, company
capitalization, business sector, and industry concentration were considered. A detailed
discussion of the statistical data analysis and alternatives is part of the discussion below
in the Data Analysis section.

Chapter 3 addresses the research design used to examine the research question
and hypotheses, and discusses the appropriateness of the design. Chapter 3 also discusses
the methodology of the data collection, the composition of the populations, and the
reliability and validity of the research methodology. The chapter concludes with a

summary.
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Research Method and Design Appropriateness

The research method was quantitative and was a comparison between the mean
ROE of two groups in a sample of 91 companies from a population of the United States
stocks represented in the Russell 3000 Index (Russell Investments, 2009). The companies
in the study were coded based on whether they have explicit mission statements either in
their annual reports or on their websites. The mission statement was required to be self-
identified as the mission statement by the company.

The quantitative method chosen was a natural outgrowth of the research question,
which is as follows: What is the difference in profitability between companies with an
explicit mission statement and those without an explicit mission statement? The
quantitative method deals with data that are measurable and numbers related. Qualitative
methodology is less numerically based in its data, inferring results from a small,
specifically chosen sample. This study uses data from a fixed population at a fixed period
of time with large numbers of datum points, attempting to describe the population rather
than to understand the reasons why the results occur. The research question does not infer
a causal relationship, and therefore, a descriptive design was appropriate (Aitchison,
1982; Borg & Gall, 1989; Mahmood & Lawrence, 1987).

In quantitative research, there are two research designs available, descriptive and
experimental. Descriptive design attempts to describe what is, whereas experimental
design usually measures the phenomenon before and after stimuli. The design was a
descriptive research design to describe and compare the ROE of samples of companies
with mission statements and those without mission statements. Descriptive design studies

are aimed at describing what is and do not try to determine or infer any causal
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relationships (Borg & Gall, 1989). Summary data for a descriptive study can be reported
using measures like mean, median, deviance, variation and correlation between variables
(AECT, 2001), but multiple measures are not an absolute requirement. The research
method only requires one variable (Borg & Gall, 1989). The independent variable is the
existence of a mission statement.

Research Question
The research question for this study is relatively simple, but the answer can have far-
reaching effects. The question goes to the heart of the issue of resource allocation to
mission statements. The research question is as follows:

What is the difference in profitability between companies with an explicit mission
statement and those without an explicit mission statement?

Relating to this research question were the hypotheses of the study. The study
concerned itself with whether there were any statistically significant differences between
the profitability of those firms with a mission statement and those without. Thus, the
hypotheses are as follows:

Ho: The ROE measure of profitability of companies that have explicit mission
statements is statistically higher than those that do not have explicit mission statements.

H,: The ROE measure of profitability of companies that have explicit mission
statements is equal to or less than those that do not have explicit mission statements.

Both the research question and the hypotheses set the logical structure for an
investigation into the efficacy of the mission statement in influencing corporate financial

profitability.
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Population

The Russell 3000 index provided the population universe for the companies used
in the study. The Russell 3000 Index represents approximately 98% of the investable
United States equity market (Russell Investments, 2009) and constituted the population
for the sampling frame. Russell 3000 stocks are the top 3000 United States stocks based
on market capitalization on May 31 of each year. Stocks trading below $1, mutual funds,
and foreign stocks fail to meet the requirements of inclusion in the Russell 3000. Finally,
Russell 3000 criteria for outstanding shares are adjusted for cross ownership and
privately owned shares (Russell Investments, 2009).

Sampling Frame

The sample for the study consisted of 91 publicly traded companies selected
randomly from the Russell 3000 Index. Employing a random number generator from
Microsoft Excel® and selecting companies that corresponded to the first numbers
generated for the appropriate sample size ensured randomness. No consideration for
industries or company size occurred in selecting the companies. No sample stratification
and no elimination of companies were used, other than those that published no annual
report and had no currently active website. Companies that had no website or annual
report were eliminated, and were replaced by the next company on the random number
list. This ensured sufficient sample size.

Sample size requirements were satisfied by a random sample of 91 companies.
The purpose of calculating, a priori, a sample size required was to increase the confidence
of statistically valid results (W.G. Bentley III, personal communication, November 13,

2009). The sample size of 91 was a result of the formula (calculated below) for
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comparing sample means (Lind, Marchal & Wathen, 2005). In comparing sample means,
population size is not a factor in choosing sample size, but the factors of confidence level,
variance of the population, and accuracy desired are important in making up the sample
size (Neuman, 2003). In most studies, the ability to augment a sample with additional
data is not present because of the changing environment. This condition was not an issue
in this study. Because the population is fixed in time, the addition of data points was
possible without the distortion of the environment and the loss of validity.

Besides the issue of time, there were some issues surrounding the values needed
to calculate the sample size required to provide a desired accuracy and confidence. The
equation required a factor describing the variability of the population data. This is usually
done by referencing other surveys or a pilot study (Neuman, 2003). Few studies for this
purpose can be found in the literature. For this study, Damodaran (2009) was used.

The sample size was calculated as shown below. The values required are desired
confidence level (95% or Z Value of 1.96), desired accuracy (plus or minus 200 basis
points), and the standard deviation of the ROE of stocks listed in Dun and Bradstreet
(9.71%) (Damodaran, 2009). The resulting sample size was 91. This result is a result of
the limited variance in the data.

n= ((Z*s)/E)*
n=((1.96*.0971)/.02)*
n=90.566 ~ 91
Informed Consent, Confidentiality, Geographic Location
All data were taken from publicly available statistics of United States based

companies. No informed consent was required and there are no confidentiality concerns
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because the data were publicly available. The study contained data available in the United
States and was confined to U.S.-based companies in the Russell 3000 Index.
Data Collection

A random sample of 91 companies selected from the Russell 3000 index of U.S.-
traded stocks was selected and then evaluated to determine whether they fit into the
category of with a mission statement or without a mission statement. A mission statement
existed if, in either its annual report or on its website, the company has a statement
specifically called a mission statement. Value statements, vision statements, or any
combinations of other related or unrelated statements were not considered mission
statements. This study is based on an assumption that companies self-identify their
mission statements and that the companies are knowledgeable enough to know what a
mission statement is.

The Russell 3000 Index was used as the population representing United States
stocks because of its wide range of companies and coverage of United States equities
(Russell Investments, 2009). A random sample was used to ensure that the population
was adequately modeled and could be replicated (Creswell, 2005); while a sample size of
91 insured the desired confidence level and accuracy (Lind, Marchal & Wathen, 2005).
Finally, stratified sampling was not a requirement for the with and without mission
statements subsets since both subsets included at least n=30 members. If n <30,
additional members could be randomly chosen, as the population was fixed both in time

and composition and was historical in nature (Pedhazur & Schmelkin 1991).
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In addition to the mission statement, additional items of information for collection
were:

1. The ROE on the last full fiscal year prior to December 31, 2009;

2. The tenure of the CEO (in years);

3. The capitalization of the company (millions of United States Dollars);

4. The company Revenue growth rate (last 5 years); and

5. The company Herfindahl Index.

From these items, various calculations regarding sample distributions and sample
internal consistency were determined.

Other Variable Potential Interaction

Ensuring that the samples were consistent in factors other than those under
investigation was critical. Other variables that could have an impact on the samples were
evaluated. Evaluation of the samples was done with a correlation study of the individual
factors as independent variables and ROE as the dependent variable. Both with mission
statement and without mission statement was graphed and statistically compared for
significance.

The variables of comparison were: CEO tenure, capitalization, growth rate, and
Herfindahl Index. Examples of the graphics are shown in Figures 2, 3, 4, and 5 as seen in
Chapter 2. The above four factors needed to be analyzed and their significance identified
before concluding resolution of the research question. To accomplish this, the sub-
populations for the with mission statement and the without mission statement were

compared for each variable.
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Instrumentation

No instruments were used in this study. All data are historical and public. There

are no interviews or questionnaires involved in the study.
Validity and Reliability

The concept of validity deals with the extent of accuracy the study displays as it
describes the concept the researcher is attempting to measure. Reliability is the measure
of repeatability and generalizability of the results of a study (Howell et al., 2005). These
two concepts are a function of the research design for a specific study.

Internal Validity

When discussing the rigor of the research study, internal validity is the criterion.
Internal validity addresses items such as the measurement’s appropriateness and
measurement inclusion or exclusion, within the context of the study’s design. Internal
validity also includes the study’s consideration of alternate explanations for relationships
(Howell et al., 2005). The four types of validity frequently addressed for any specific
study are: face validity, criterion-related validity, construct validity, and content validity
(W.G. Bentley III, personal communication, November 13, 2009).

Face validity determines whether a measure looks right and appears to be capable
of measuring what it is expected to measure. Face validity is a reasonableness test and is
not dependent on established theories for support (W.G. Bentley 111, personal
communication, November 13, 2009). This study met this face validity criterion as a
review of the literature showed the measures do, in fact, measure what they appear to

measure.
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Criterion-related validity is also known as instrument validity. Criterion-related
validity is used to demonstrate the accuracy of the measure based on other studies using
the same measurement within the context of the same instrument. Because there are no
instruments in this study, criterion-related validity was not an issue.

Construct validity compares the theoretical concept (a construct whose measure is
not measurable directly) and the variable and scale used in the study’s measuring process.
Construct validity has two components, convergent validity, in which the theoretical
measurement is in agreement with the actual measurement, and discriminant validity, in
which there is a lack of relationship in which measures should not theoretically be related
(Howell et al., 2005). A review of the literature suggests the measures of the independent
variables in this study met discriminate validity (Meier, Brudney & Bohte, 2009; Sosik,
Kahai, & Pioviso, 2009).

Finally, content validity’s basis is how well the measurement represents the
intended domain of the content (Carmines & Zeller, 1991; Creswell, 2008). A random
sample of the actual domain was used in this study. It was logical that this random
sample was representative of and generalizable to the total population of the domain
(Creswell, 2005).

External Validity

The extent to which the results of a study are generalizable or transferrable is
known as external validity. Usually researchers in quantitative studies focus on the
generalizability for discussion of validity (Creswell, 2008; Marshall & Rossman, 2006;
Onwuegbuzie & Johnson, 2006). A random sample of 91 companies from the population

was chosen in this study. According to Creswell (2005), a randomly selected sample from
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a population is representative of the population and the results can be generalized to the
population. Thus, the external validity in this study was met.
Reliability

Reliability is the extent to which a study or research experiment will reach the
same result (within accuracy and confidence levels) on repeated trials. The basic types of
reliability concerning researchers are equivalency reliability, stability reliability, internal
consistency, and inter-rater reliability. Equivalency reliability concerns itself with
correlational relationships, not causal relationships, and was, therefore, not an issue in
this study (Howell et al., 2005). Stability reliability is used in scaled instruments to
measure consistency over time. Because there are no scaled instruments in this study,
stability reliability was not germane to this study. Internal consistency and inter-rater
reliability are measures of the consistency of an observer’s interpretations of the data.
The data in this study were not subject to observational interpretation; that is, the data are
usually ratio level data. No nominally laden terms such as low profitability or weak
mission statement are used, so subjectivity in interpretation was not an issue.

Data Analysis

The data analysis was conducted as a simple comparison of the means of the
sample population’s ROE comparing those companies with mission statements and those
without mission statements. The comparison of means was performed using either a
standard statistical one tailed ¢- test at the .05 significance level. The potentially
underlying interference issues in the sample were analyzed if the preliminary correlation
matrix suggests colinearity using regression testing to ensure that the with mission

statement samples and the without mission statement samples were internally consistent.
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This comparison of the entire sample distribution determined if the samples provide valid
comparable samples for decision making (W.G. Bentley III, personal communication,
November 13, 2009).

The study’s intent was to separate each of the independent variables into two
groups to determine if they are suitable for comparison. If not, there were a multitude of
options depending on the relationships. This study outlined some of the elementary tests
to be conducted, the results of which will guide any potential additional analysis.

The decision to use #-test or Z-test or non-parametric criteria is one that was
determined after the data were collected and analyzed. Because most business data are
appropriate for parametric analysis (Aitchison, 1982; Mahmood & Lawrence, 1987), the
t-test or Z-test appeared as the most likely outcome. Since the difference between the #-
test or Z-test are essentially in sample size and assumptions about the variance of the
samples, and these were not know before the data were collected and the analysis began,
the actual test method (#-test or Z-test) was not determined a priori.

The use of parametric analysis is often more powerful than non-parametric, as
established in the research of Siegel (1957). It was not known a priori whether the data
were parametric or non-parametric. Included in the study was the intent to examine the
data to determine if the data is parametric or non-parametric. This was accomplished
using standard statistical techniques.

Summary

The research design was a descriptive study to compare the ROE of samples of

companies with mission statements and those without mission statements. The

independent variable was the existence of a mission statement. The quantitative method
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of choice here is a natural outgrowth of the research question, which was as follows:
What is the difference in profitability between companies with an explicit mission
statement and those without an explicit mission statement? A descriptive design was
appropriate for this type of research question (Aitchison, 1982; Mahmood & Lawrence,
1987).

Using standard statistical techniques, the methodology provided accurate
conclusions for the research question in a simple and straightforward manner. The value
in this is that both the academic and the practitioner were able to understand and
recognize the value of the conclusions easily. A random sample of 91 companies was
chosen using a random sampling technique generated by the Microsoft Excel program.
These companies were chosen from a population containing the 3000 largest companies
by market capitalization. These companies comprised 98% of the public tradable
securities in the United States (Russell Investments, 2009). A sample size of 91 was
based on the formula for comparison of means (Lind, Marchal & Wathen, 2005). The
sample was large enough to ensure that the sample was representative of the population
based on the Central Limit Theorem, as well as the subsets of the with mission statement
and the without mission statements (Lind, Marchal & Wathen, 2005; Creswell, 2005).
Because most business data are appropriate for parametric analysis (Aitchison, 1982;
Mahmood & Lawrence, 1987) the t-test or Z-test analyses was the most likely outcome
for test methodology.

Potential interactions among other variables with the research question existed.
Issues involving CEO tenure and company capitalization could influence the study.

Another variable that could influence the outcome of the study is the growth rate of the
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companies studied. A fourth variable that could affect the outcome of the study is
industry concentration. By examining the potential underlying issues with the sample
populations’ internal consistency, these issues were addressed before making
conclusions, thus strengthening the value of the conclusions.

Finally, the data in this study were publicly and constantly available and of a
historical nature. The sample size was such that the results were generalizable to other
companies in an open-market system (Creswell, 2005). Internal and external validity was
satisfied (Creswell, 2008; Marshall & Rossman, 2006; Meier, Brudney & Bohte, 2009;
Sosik, Kahai, & Pioviso, 2009).

Chapter 4 contains the results and analysis of the data collected. The chapter is
divided into several sections, starting with an introduction and descriptions of the data

collection and analysis. The chapter concludes with a summary highlighting the results.
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CHAPTER 4: PRESENTATION AND ANALYSIS OF DATA

The purpose of this descriptive quantitative study was to determine empirically if
the existence of a company mission statement had an effect on the financial results of the
company as described by the company’s Return on Equity. One of the challenges and
responsibilities of corporate management is to utilize corporate resources effectively, and
whether this includes developing and disseminating a corporate mission statement is a
critical question (Wiggins, Hatzenbuehler & Peterson, 2008). The research question of
this study was consequently critical to this corporate responsibility.

Chapter 4 describes the relationship between the existence of an explicit company
mission statement and the Return on Equity (ROE) of the company. Historical data
retrieved from publically available sources including the Russell 3000 Index, 10-K
reports from the United States Securities and Exchange Commission, company Annual
Reports and various financial databases were used to describe and develop potential
influences on company financial performance. Chapter 4 describes and analyzes the
relationships between the mission statements of companies and ROE, and considers and
analyzes the potential influences of other variables on this prime relationship.

The research question provided the structure of this descriptive study. The
research question, “What is the difference in profitability between companies with an
explicit mission statement and those without an explicit mission statement?” A
descriptive design was suitable for this kind of question because it does not attempt to
assign causal relationships, but only describe the situation (Borg & Gall, 1989). An

analysis of the data using standard statistical techniques follows in Chapter 4.
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Sample and Population Demographics

The Russell 3000 Index provides the population universe for the companies used
in the study. The Russell 3000 Index represents approximately 98% of the investable
United States equity market (Russell Investments, 2009) and constitutes the population
for the sampling frame (Russell Investments, 2009).

A sample of 91 companies from the Russell 3000 population was randomly
chosen using the Microsoft EXCEL random number generator (RDN) function. The
sample size of 91 was a result of the formula for comparing sample means (Lind,
Marchal & Wathen, 2005), and was described in detail in Chapter 3. With a desired
confidence level of 95% (Z=1.96), a desired accuracy of 200 basis points, and a standard

deviation of ROE in Dun and Bradstreet stocks of 9.71% (Damodaran, 2009), the sample
size n was calculated as n=((Z*s)/E)2 =90.566 = 91. Once the 91 companies were

identified, the dependent variable of ROE, and the independent variables of existence of a
mission statement, company capitalization, company revenue growth rate, years of CEO
tenure, and industry concentration were collected from public sources of historical data
and entered into tabular form. The resulting table is shown in Appendix A. The sample
consisted of 33 companies with mission statements and 58 companies without mission
statements.
Data Collection and Analysis Procedures

Data Collection

A random sample of 91 companies selected from the Russell 3000 index of U.S.-
traded stocks was selected and then evaluated to determine whether they fit into the

category of with a mission statement or without a mission statement. The sample is large
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enough to ensure that the sample is representative of the population based on the Central
Limit Theorem, as well as the subsets of the with mission statement and the without
mission statements (Lind, Marchal & Wathen, 2005; Creswell, 2005). A mission
statement exists if, in either its annual report or on its website, the company has a
statement specifically called a mission statement. Value statements, vision statements, or
any combinations of other related or unrelated statements are not mission statements.
This study is based on an assumption that companies will self-identify their mission
statements and that they were knowledgeable enough to know what a mission statement
was.

Once the companies were selected, information as described in Chapter 3 was
collected, including the ROE and the company’s capitalization, CEO tenure, revenue
growth and Herfindahl-Hirschman Index. The majority of this data were available from
public databases including Hoover’s (Hoovers.com, 2010), Yahoo Financial
(Yahoo.com), and the United States Securities and Exchange Commission, as well as the
United States Commerce Commission. There were, however, several issues that required
deviation from the planned data collection in the proposal.

The revenue growth rate was limited to 3 years from the 5-year growth rate
proposed. This resulted from the fact that several companies in the sample had not
commenced operations or had not been in existence for 5 years prior to the end 2009
study date. Additionally, The Herfindahl-Hirschman Index (HHI) was only available
from the United States Department of Commerce for Statistical Codes (SIC) in the

manufacturing range of 3111 to 3999 (US Census Bureau, 2006). The remaining SIC
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code HHI values were calculated based on revenue data and industry classifications from
public databases.
Data Analysis

The historic data matrix (Appendix A) was initially analyzed using a comparison
of means methodology as suggested in Chapter 3. The Megastat Add-in to the Microsoft
EXCEL program was used to obtain descriptive statistics for all the potential independent
variables. The data analysis was conducted as a simple comparison of the means of the
sample’s ROE comparing those companies with mission statements and those without
mission statements. The comparison of means was performed using a standard statistical
t-test at the .05 significance level. Because most business data are appropriate for
parametric analysis the #- test was used because it was designed specifically for this type
of question (Aitchison, 1982; Mahmood & Lawrence, 1987).

Following this analysis, graphical comparisons were conducted of the data. Each
variable was graphed versus ROE, with the with and without mission statement
companies using different symbols. The resulting graphs were then inspected for
separation of sub-population groupings.

Finally, multiple regression analysis of all independent variables and the
dependent variable ROE was conducted. This regression was done utilizing Microsoft
EXCEL with the Megastat Add-in. The potentially underlying interference issues in the
sample were analyzed with this preliminary correlation matrix to determine if colinearity
existed and if the with mission statement samples and the without mission statement
samples were internally consistent. The comparison of the entire sample distribution was

meant to determine if the sample provided a valid comparable sample for decision

www.manaraa.com



75

making (W.G. Bentley III, personal communication, November 13, 2009). A regression
analysis was then completed of the independent variable and the ROE.
Findings

The research question provided the structure of this descriptive study. The
research question, “What is the difference in profitability between companies with an
explicit mission statement and those without an explicit mission statement?” A
descriptive design was suitable for this kind of question because it does not attempt to
assign causal relationships, but only describe the situation (Borg & Gall, 1989).

It followed that the hypotheses for the study were similarly direct. The hypotheses
statements were:

Ho: The ROE measure of profitability of companies that have explicit mission
statements is statistically higher than those that do not have explicit mission statements.

H,: The ROE measure of profitability of companies that have explicit mission
statements is equal to or less than those that do not have explicit mission statements.

In order to evaluate these hypotheses, standard statistical techniques were utilized
until an answer to the research question was discovered.
Comparison of Means and Descriptive Statistics Analysis

The sample of companies was first broken down into two groups, those
companies which had mission statements and those which did not. Each independent
variable was then looked at in an attempt to determine if the with and without groupings
were statistically different at the .05 level. These analyses are shown below in turn.

Return on Equity was the first variable investigated because, if the comparison of

means produced a statistically significant difference, and the with group was higher than
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the without group, the Hy hypothesis would have been proven and the study would be
complete. Below in Tables 1 and 2 are the results of the descriptive statistics analysis.

Table 1

Return on Equity Descriptive Statistics Without Mission Statement

Mean -11.053
Sample Variance 2,942.388
Sample Standard Deviation 54.244
Minimum -285.8
Maximum 28
Range 313.8
Confidence Interval 95.% Lower -25.445
Confidence Interval 95.% Upper 3.340

As can be seen, the without mission statement group ROE mean is -11.053 with a 95%

confidence range of -25.445 to 3.340.
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Table 2

Return on Equity Descriptive Statistics With Mission Statement

Mean 9.870
Sample Variance 402.863
Sample Standard Deviation 20.071
Minimum -42.8
Maximum 65.6
Range 108.4
Confidence Interval 95.% Lower 2.753
Confidence Interval 95.% Upper 16.987

The with mission statement group ROE mean was 9.870 with a 95% confidence
range of 2.753 to 16.987. Because the confidence levels of the two groups overlap, this
comparison of means methodology cannot show a statistically significant difference
between the with and without mission statement groups. Similarly the other independent
variables show the same overlapping confidence intervals in their respective descriptive
statistics.

The issue of the Capitalization variable was considered next. The without sub-
group descriptive statistics are shown below in Table 3 and the with sub-group are shown

in Table 4.
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Table 3

Capitalization Descriptive Statistics Without Mission Statement

Mean 21,872.63
Sample Variance 12,829,199,097.09
Sample Standard Deviation 113,266.05
Minimum 22
Maximum 847585
Range 847563
Confidence Interval 95.% Lower -8,180.90
Confidence Interval 95.% Upper 51,926.16

The corresponding with statistics was:
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Table 4

Capitalization Descriptive Statistics With Mission Statement

Mean 5,102.27
Sample Variance 55,191,568.95
Sample Standard Deviation 7,429.10
Minimum 77
Maximum 25580
Range 2,468.03
Confidence Interval 95.% Lower 7,736.52
Confidence Interval 95.% Upper 2,634.25

As was clear in these statistics, the overlap in these groups was considerable and
the subgroups were not shown to be statistically different.

CEO Tenure: The company’s length of CEO tenure was then evaluated. The
analysis proceeded in the same manner as the ROE and Capitalization analysis. The

Descriptive statistics and analysis are shown below in Tables 5 and 6.
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CEO Tenure Descriptive Statistics Without Mission Statement

80

Mean

Sample Variance

Sample Standard Deviation
Minimum

Maximum

Range

Confidence Interval 95.% Lower

Confidence Interval 95.% Upper

6.35

61.30

7.83

46

4.27

8.43

2.08

Table 6 follows:

www.manharaa.com



81

Table 6

CEO Tenure Descriptive Statistics With Mission Statement

Mean 4.61
Sample Variance 13.18
Sample Standard Deviation 3.63
Minimum 1
Maximum 18
Range 3.32
Confidence Interval 95.% Lower 5.89
Confidence Interval 95.% Upper 2.08

The significant overlap in the sub-group data points made it clear here that the
tenure of the CEO subgroup populations could not be shown to be statistically different.
Revenue Growth: The company’s Revenue Growth was analyzed through

descriptive statistics techniques to determine if a comparison of means would show the
with and without subgroups to be statistically different. The without subgroup descriptive

statistics are shown below in Table 7. The with sub-group are shown in Table 8.

www.manaraa.com



Table 7

Revenue Growth Descriptive Statistics Without Mission Statement

82

Mean

Sample Variance

Sample Standard Deviation
Minimum

Maximum

Range

Confidence Interval 95.% Lower

Confidence Interval 95.% Upper

8.633

1,466.168

38.291

44

251

295

-1.527

18.793

Similarly,
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Revenue Growth Descriptive Statistics With Mission Statement
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Mean

Sample Variance

Sample Standard Deviation
Minimum

Maximum

Range

Confidence Interval 95.% Lower

Confidence Interval 95.% Upper

5.115

250.241

15.819

-20.1

75.4

95.5

-0.494

-0.494

Overlapping subpopulation groups here were again evident, with the without

group having a mean of 8.633 and a 95% confidence interval of -1.527 to 18.793. The

with group had a mean of 5.115 and a 95% confidence interval of -.494 to 10.724.

Significant overlap existed between these two sub-populations.

Finally, the company’s Herfindahl-Hirschman Index was analyzed for statistical

significance. Using the same comparison of means methodology, similar results to the

other independent variables was demonstrated. The descriptive statistics tables are shown

below.
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Table 9

Herfindahl-Hirschman Index Descriptive Statistics Without Mission Statement

Mean 2,116.30
Sample Variance 3,371,233.11
Sample Standard Deviation 1,836.09
Minimum 40
Maximum 8732
Range 8692
Confidence Interval 95.% Lower 1,629.12
Confidence Interval 95.% Upper 2,603.48

The with mission statement group statistics were:
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Table 10

Herfindahl-Hirschman Index Descriptive Statistics With Mission Statement

Mean 2,009.06
Sample Variance 2,114,134.50
Sample Standard Deviation 1,454.01
Minimum 80
Maximum 7423
Range 7343
Confidence Interval 95.% Lower 1,493.49
Confidence Interval 95.% Upper 2,524.63

Again, as with the other variables, the HHI showed significant overlap in the
confidence levels of the two groups. Here the means were almost the same and the
overlap in confidence intervals was almost complete.

A summary of the comparison of means and descriptive statistics analysis showed
that the 95% confidence levels of the with and without mission statement subgroups
overlapped for every one of the independent variables. Because of this result, different
statistical techniques were required to determine an answer to the hypotheses and

research question. The next set of techniques follows.
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Analysis of Variables using Multiple Regression

In a further effort to determine an answer to the research question of whether
companies with a mission statement have significantly different financial performance
than companies without a mission statement, the statistical technique of regression
analysis was employed. Regression analysis is an exacting technique. Graphical and
visual analysis was initially utilized.

To establish if there was a statistically significant difference between the with and
without mission statement variables, those variables were graphed and analyzed for any
significant patterns. Each independent variable (Mission Statement, Capitalization, CEO
Tenure, Revenue Growth Rate, HHI) was plotted against the dependent variable ROE.
The with and without mission statement data points were identified with separate symbols
to make analysis easier. The graphical analysis follows.

Mission Statement: Figure 6 shows the results of mission statements as an

independent variable vs. the Return on Equity.

100

0.5 115

-100 ¢—\/Vith Mission
Statements

-150 == \/Vithout Mission
Statements

Mission Statement

Figure 6. Mission Statement versus Return on Equity.
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The graph showed two x values. This was reasonable as the subgroups either had
a mission statement (1) or did not (0). The data points showed significant overlap and a
clustering of data points between -50 and +50 percent ROE. No obviously significant
differences were apparent graphically save two apparent outliers in the without mission
statement group. These outliers were not significant as they did not impact the overlap of
the two groups.

Capitalization was then considered graphically. Several outliers in both
capitalization and ROE were evident, stretching the scale to capture all the data. There
was significant overlap and clustering of the with and without data points. Figure 7

represents the Capitalization vs. ROE graph

100

¢ Without Mission
Statements

== \\/ith Mission
-200 Statements

Capitalization ($000)

Figure 7. Capitalization versus Return on Equity.

CEOQO Tenure similarly showed significant overlap of the with and without mission

statement sub-groups.
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¢ With Mission Statement

M Without Mission
-200 Statement

CEO Tenure (Years)

Figure 8. CEO Tenure versus Return on Equity.

Significant differences in the sub-group’s data points were not readily apparent
from this graph. Clustering of the data points was apparent.

Revenue Growth Rate exhibited no apparent visual differences between the with
and without mission statement data sets. Figure 9 also exhibits large data overlaps and

intense clustering of the data. Figure 9 follows.

100 200 300

;\: Ewithout Mission
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o . .
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Figure 9. Revenue Growth Rate versus Return on Equity.
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Finally, the company’s Herfindahl-Hirschman Index was graphed and analyzed

for any patterns that might show differences between the with and without mission

statement subgroups. Again, no discernable differences in the populations were apparent

from visual inspection. Figure 10 shows the results of the HHI vs. ROE data graphing.

100
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¢
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¢
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Figure 10. Herfindahl-Hirschman Index versus Return on Equity.

In summary, no discernable differences were apparent in the with vs. without

mission statement sub-populations utilizing gross graphical analysis. Graphic comparison

of the two groups showed considerable overlap in the group’s individual data points.

Additionally, both group’s data clustered together, becoming indistinguishable in the

graphics.

Required next for the analysis was a correlation matrix of all the variables, a

regression analysis of the entire data set with all variables, and a regression analysis of

the variable of interest in our research question, mission statement. The data matrix in

Appendix A was initially analyzed in a correlation matrix. Table 11 shows the results of
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this effort. The purpose of this analysis was to determine if there were any potentially
underlying interference issues in the sample, that is, to determine if colinearity existed.

Table 11

Regression Analysis Correlation Matrix

3-Year
Mission Years of Hershendahl Revenue
ROE Statement Capitalization = CEO Index Growth Rate
ROE 1.000
Mission Statement 197 1.000
Capitalization -0.047 -0.087 1.000
Years of CEO -0.016 -0.121 -0.084 1.000
Hershendahl Index 0.069 -0.028 0.075 -0.125 1.000
3-Year Revenue Growth Rate 0.057 -0.074 -0.055 -0.127 293 1.000

This analysis demonstrated an absence of significant colinearity because the r-values
between all pairs of independent variables were very weak.
The data matrix was then analyzed as a whole using multiple regression analysis.

The regression analysis results are shown in Table 12 below.
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Regression Table for Entire Sample Population Matrix

91

Regression Analysis

R> 0.049

Adjusted R? 0.000

R 0.220 k
Std. Error  46.199 Dep. Var. ROE
ANOVA table
Source SS df MS F p-value
Regression  9,365.4396 5 1,873.0879 0.88 4997
Residual 183,552.5059 86  2,134.3315
____________ Total 1929179455 o1
Regression output
Confidence Interval
_________ variables _coefficients _ std error _ t(df=86) pvalue 93%lower  95% upper
Intercept -13.9234
Mission Statement 19.3863 10.2149 1.898 .0611 -0.9202 39.6928
Capitalization -0.00001518  0.00005502 -0.276 7833 -0.00012456  0.00009421
Years of CEO 0.1428 0.7554 0.189 .8505 -1.3589 1.6444
Hershendahl Index 0.0017 0.0030 0.570 .5700 -0.0043 0.0077
3-Year Revenue Growth Rate 0.0750 0.1544 0.486 .6283 -0.2319 0.3818

The results of this analysis show that there was no statistically significant

correlation at the 5% confidence level (the confidence intervals included 0) between any

of the independent variables of company capitalization, company revenue growth rate,
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years of CEO tenure, and industry concentration, and the dependent variable of ROE. The
regression fails the global test for significance with an ' = 0.88.

The regression analysis had shown to this point that there was no discernable
impact of the variables of capitalization, CEO tenure, revenue growth, or HHI on the
mission statement-ROE relationship. Additionally, colinearity had also been eliminated
as a potential interference. The relationship between mission statement and ROE was
then addressed directly.

Below in Table 13 are the regression analysis results of this Mission Statement-

ROE relationship.
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Table 13

Regression Analysis of Mission Statement vs.ROE

Regression Analysis
2 0.049 n 90
r 0221 k 1
Std. Error  44.932 Dep. Var. ROE
ANOVA table
Source SS daf MS F p-value
Regression  9,148.8461 1 9,148.8461 4.53 .0361
Residual 177,665.3318 88  2,018.9242
Total 186,814.1779 89

Regression output
confidence interval

_________ variables __coefficients std. error _ t (df=88) p-value _ 95% lower _ 95% upper_

Intercept -11.0526  5.9514 -1.857 .0666 -22.8799 0.7746

Mission Statement 20.9223  9.8285 2.129 .0361 1.3903 40.4544

As was seen from the ANOVA table, the F value of 4.53 and the p-value of .0361
were significant at the global level. This indicated that something in the data set was
statistically significant. The regression output indicated that the variable mission
statement was significant at the 95% level with a t-value of 2.129 and a p-value of .0361.
Further, the coefficient of mission statement was a positive 20.92, which was not equal to

0, since 0 was not within the 95% confidence interval.
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Analysis of the Findings

The research question provided the structure of this descriptive study. The research
question was, “What is the difference in profitability between companies with an explicit
mission statement and those without an explicit mission statement?” A descriptive design
was suitable for this kind of question because it does not attempt to assign causal
relationships, but only describe the situation (Borg & Gall, 1989).

It followed that the hypotheses for the study were similarly direct. Using one-
tailed statistical testing, the hypotheses statements were:

Ho: The ROE measure of profitability of companies that have explicit mission
statements is statistically higher than those that do not have explicit mission statements.

H,: The ROE measure of profitability of companies that have explicit mission
statements is equal to or less than those that do not have explicit mission statements.
Comparison of Means and Descriptive Statistics Analysis

Several key independent variables (mission statement, capitalization, CEO tenure,
revenue growth rate, HHI) were analyzed using descriptive statistics. The sample data
were divided into companies with mission statements, and companies without mission
statements. The results of the data, as shown in Chapter 4, was that there was overlap in
the 95% confidence intervals between the with and without subsets. This overlap
indicated that the with and without subsets could not be shown to be statistically different.
Thus, from a comparison of means methodology, the null hypothesis had to be rejected.
Analysis of Variables using Multiple Regression

For this analysis, graphs were developed showing the data for both the with and

the without subgroups. Again, each individual independent variable was analyzed for
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differences. What was found was that there was significant overlap of the with and
without mission statement data sets. Moreover, the clustering of the data made the
subgroups visually indistinguishable for every one of the independent variables. Thus,
from a visual perspective, no difference between the with and without mission statement
companies could be seen.

It was shown by the correlation matrix that there was no colinearity between the
independent variables of capitalization, CEO tenure, revenue growth rate, and HHI and
the dependent variable of Return on Equity. Further, the regression analysis of all
variables failed the ANOVA test for global significance with an /=.88. The regression
analysis of the independent variable mission statement vs. ROE did however, produce
significant results.

The regression analysis of the existence of a company mission statement and ROE
showed a statistically significant correlation. With an /= 4.53 and a p-value of 0.0361,
the regression was significant. With a corresponding #-value of 2.129, the significance is
higher than the 95% confidence level. Additionally, with a coefficient value of 20.92, the
existence of a mission statement added 20 basis points to the regression equation and
indicated that companies with mission statements had, on average, ROE’s 20 percentage
points higher than companies that did not have mission statements.

Findings for the Hypotheses and Research Question
Hypothesis Hy
Ho: The ROE measure of profitability of companies that have explicit mission

statements is statistically higher than those that do not have explicit mission statements.
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It was clear from the findings and conclusions of the analysis that the hypothesis
Hy was satisfied. The regression analysis showed that the existence of a mission
statement was correlated with return on equity financial performance. The positive
coefficient of 20.92 also implied that the relationship was a positive one, and that a
mission statement resulted in higher ROE. Rarick and Vitton (1995) claimed a significant
difference in profitability for companies with mission statements. Later studies (Omran et
al., 2002; Rarick and Nikerson, 2006) show no significant differences. While more recent
studies continued to raise questions about the importance of mission statements to
corporate profitability, this study concluded that the connection between the two
variables exists today, and is significant. Corporate leaders need to accept the necessity of
the development of a corporate mission statement.

Hypothesis H,

H,: The ROE measure of profitability of companies that have explicit mission
statements is equal to or less than those that do not have explicit mission statements.

Because Hy was shown to be true, H, cannot be true, as they are mutually
exclusive.

Research Question

The research question is “What is the difference in profitability between
companies with an explicit mission statement and those without an explicit mission
statement?”” The relationship has been shown to be a positive relationship, with
companies that have a mission statement being shown to have higher ROE. This finding
cannot be lost on corporate leaders. While the questions of what components should be

addressed in a mission statement were not addressed in this study, the fact is that the
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existence of a corporate statement entitled “Mission Statement” does correlate with
companies of higher profitability. This study does not attempt to claim causality between
the mission statement and the higher ROE. There may be many reasons that the two
coincided. The literature was replete with theories and studies for this relationship. This
study showed only that the relationship does, indeed, exist.

Reliability and Validity

Reliability is the measure of repeatability and generalizability of the results of a
study (Howell et al., 2005). Reliability is the extent to which a study or research
experiment will reach the same result (within accuracy and confidence levels) on
repeated trials. Equivalency reliability concerns itself with correlational relationships, and
is not a factor here (Howell et al., 2005). Stability reliability is concerned with scaled
instruments, and there are no instruments used in this study. Consistency and inter-rater
reliability are not at issue here as the data in this study are not subject to observational
interpretation.

The concept of validity deals with the extent of accuracy the proposed study
displays as it describes the concept the researcher is attempting to measure. The four
types of validity frequently addressed are: face validity, criterion-related validity,
construct validity, and content validity. Face validity and construct validity were clearly
within the scope of the literature review. Criterion validity relates to the instruments used.
In the study, there were no instruments. Finally, content validity’s basis is how well the
measurement represents the intended domain of the content (Carmines & Zeller, 1991;
Creswell, 2008). A random sample of the actual domain was used in this proposed study.

It is logical that this random sample was representative of and generalizable to the total
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population of the domain (Creswell, 2005). In addressing external validity, a randomly
selected sample from a population was representative of the population and the results
could be generalized to the population (Creswell, 2005).
Summary

Chapter 4 presented the data that were gathered from publicly available historic
sources. The methodology outlined in Chapter 3, as well as some modifications and
amplifications as described in Chapter 4 were applied to the data. Graphical and tabular
formats were used to display the analysis results. The interactions and influences of the
potentially interfering variables of company capitalization, company revenue growth rate,
years of CEO tenure, and industry concentration were investigated and analyzed. The
hypotheses were analyzed and a statistically significant relationship was found between
the existence of a mission statement and financial performance as measured by ROE.

In Chapter 5 the study’s implications are discussed, and conclusions are drawn.
The acceptance of the null hypothesis, that companies with explicit mission statements
have higher ROE, is presented. And finally, recommendations for company leadership

and additional research studies are proposed.
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CHAPTER 5: CONCLUSIONS AND RECOMMENDATIONS

Some corporate leaders question whether mission statements enhance corporate
profitability or are just another management fad (Stone, 1996). Some managers question
whether companies with mission statements show better financial performance than
companies without them (Bartkus, Glassman & McAfee, 2000; Atrill, Omran, & Pointon,
2005). In the early 1990s, some research showed that companies with mission statements
appeared to achieve better financial results than companies without mission statements
(Rarick & Vitton, 1995). As time progressed however, more researchers questioned that
position, and while debating the wording and development of the mission statement, they
lost focus on the issue of financial return for the corporate effort of developing a mission
statement (Atrill, Omran, & Pointon, 2005; Bartkus, Glassman & McAfee, 2000). So the
issue remained an open one, with corporate management given little empirical guidance
as to whether the spending of significant funds were useful in achieving superior
financial performance, or whether, indeed, they made any difference at all.

The purpose of this descriptive quantitative study was to determine empirically if
companies with an explicit mission statement had different financial results than
companies without an explicit mission statement. The metric used for financial
performance was the company’s Return on Equity. The descriptive research method
employed collected historic company data from publicly available sources as of
December 31, 2009. The interactions and influences of the potentially interfering
variables of company capitalization, company revenue growth rate, years of CEO tenure,
and industry concentration were investigated and analyzed. Finally, the relationship

between the existence of a company mission statement and ROE was analyzed.
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Chapter 5 is divided into three parts: (1) implications of the findings, (2) the
recommendations for corporate leaders, and (3) recommendations for additional research.
Implications of the Findings

It is clear from the analysis of the findings in Chapter 4 that companies that have
explicit mission statements have higher profitability when measured by ROE, than
companies that do not have explicit mission statements. The differential is significant,
with companies that have mission statements showing an average 20 basis points higher
ROE. It cannot be claimed that mission statements are the cause of this differential.
Descriptive studies describe what is, and do not attempt to attribute causality. There may
be many reasons within the mission statements themselves to explain why a company
with an explicit mission statement has a higher ROE. These finding clearly point to the
fact however, that companies that have a mission statement do have higher profitability.
The implications to corporate leaders and those charged with expending resources in
pursuit of corporate profitability are significant.

Recommendations for Corporate Leaders

This study shows that companies that have mission statements have higher
profitability as represented by return on equity. The average ROE of companies with
mission statements was approximately 20 basis points higher than the average of those
companies that did not have mission statements. This result exceeded Rarick and Vitton’s
findings (1995) and Sidhu’s findings in 2003. Many researchers claimed and continue to
assert that mission statements add to a company’s profitability, but do so from a less
empirical analysis (Drucker, 1974; Morphew & Hartley, 2006; Porter, 1992, 2006, 2008;

Williams, 2008).
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The key finding of this study was that companies with mission statements had
statistically significant higher ROEs than companies without mission statements. While
this has not been shown to be a causal relationship, the relationship nonetheless is a fact.
It would be in a corporation’s best interest then, to investigate developing and
disseminating a corporate mission statement if one does not already exist.

This study did not investigate the composition of the mission statement as done
by Pearce (1987), Pearce and David (1987) and David and David (2003). However, the
definition of a mission statement was restricted in the study to only those companies that
identified the mission statement as a mission statement. Value statements, vision
statements, statements of beliefs were not considered mission statements. There is
extensive literature questioning the focus of a mission statement, and it may be that
attempting to meld a mission statement into one of these other statements changes the
audience too greatly. This study did not address this issue, but it is clear that restricting
the statement to mission statement clearly separated the content. When developing their
mission statements, corporate leaders would do well to keep this distinction of purpose in
mind.

The findings of this study had clear implications that can guide corporate leaders.
First, corporate leaders should develop and disseminate mission statements for their
organizations. Companies that had mission statements had higher profitability. Second,
the mission statement should be a mission statement, not a diluted statement of vision,
values, or beliefs. Organizations that have mission statements that are called mission

statements have higher ROE than those companies that have other types of statements but
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not clear mission statements. These recommendations were clearly the result of the
findings and conclusions of the study.
Recommendations for Additional Research

There is a significant amount of potential research possible to expand the body of
knowledge on mission statements and the utility of the mission statement to corporate
leaders. One such study was the interesting finding of the apparent time relationship of
mission statements and ROE. While initial studies, especially by Rarick and Vitton
(1995) showed a strong difference between companies with and without mission
statements, later studies in the 2000s show increasing questioning of those results. While
this study showed confirmation of a link, this could be a result of the changing definition
of mission statements themselves.

Another issue that warrants study is the increasing devolution of mission
statements into vision statements, value statements, etc. If all companies that included
one or more of these statements were included in this study, would the results of this
study have been different? Many of these types of statements are written for different
stakeholders. An attempt to combine these various groups, and the impact of these
statements on profitability would be interesting, and could provide further guidance for
corporate leadership.

Finally, a qualitative study should be done to investigate whether the mission
statements in companies are more than just slogans and hype. As with any corporate
program, if implementation is inadequate, no performance gains will result. Qualitative
studies attempting to discern the impact of mission statements execution on employee

productivity would be extremely useful to both academic and leadership constituencies.
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Summary

Corporate leadership is charged with efficient and effective use of corporate
resources. In many cases, corporate leaders feel that the development and implementation
of a mission statement is good use of these resources. In other cases, corporate leaders do
not feel the need for these expenditures. If a mission statement could be tied to higher
corporate profitability, this would influence the leader’s decision.

This study does not propose a causal effect for mission statements and superior
profitability. This descriptive quantitative study did, however, use historical public data
to show that companies that do have mission statements demonstrate a higher return on
equity than those that do not have mission statements. While the actual content of the
statements may vary, the mission statement’s existence correlates significantly with
higher ROE. These are facts that a corporate leader cannot ignore.

Chapter 5 concludes this research study. The finding produced an answer to the
research question in that yes, there is a difference in return on equity between companies
with explicit mission statements and those without explicit mission statements, and that
the difference is positive and significant. Additional studies have been proposed to
further the understanding of mission statements, and to refine the quality and content
choices that the corporate leaders may have available to them. This study provides a clear

recommendation, however, that a mission statement can be a successful tool.

www.manaraa.com



104

REFERENCES

Abell, D.F. (2006). The future of strategy is leadership. Journal of Business Research.
59(3), 310-314.

Aitchison, J. (1982). The statistical analysis of compositional data. Journal of the Royal
Statistical Society. Series B (Methodological), 44(2) 139-177. The American
Statistician, 11(3), 13-19.

Ardichvili, A., Mitchell, J., & Jondle, D. (2009). Characteristics of ethical business
cultures. Journal of Business Ethics, 85(4), 445-451.

Atrill, P., Omran, M., & Pointon, J. (2005). Company mission statements and financial
performance. Corporate Ownership & Control, 2(3), 28-35.

Baetz, M. C., & Bart, C. K. (1996). Developing mission statements that work. Long
Range Planning, 29(4), 526.

Balmer, J., Fukukawa, K., & Gray, E. (2007). The nature and management of ethical
corporate identity: A commentary on corporate identity, corporate social
responsibility and ethics. Journal of Business Ethics, 76(1), 7-15.

Bart, C. K. (1997). Sex, lies, and mission statements. Business Horizons, 40(6), 9-18.

Bart, C.K. (1998). A comparison of mission statements and their rationales in innovative
and non-innovative firms. International Journal of Technology Management.
16(1-3), 64-77.

Bart, C.K. (2007). A comparative analysis of mission statement content in secular and
faith-based hospitals. Journal of Intellectual Capital. 8(4), 682-694.

Bart, C., Bontis, N., & Taggar, S. (2001). A model of the impact of mission statements on

firm performance. Management Decision, 39(1), 19.

www.manaraa.com



105

Bart, C. & Deal, K. (2006). The governance role of the board in corporate strategy: a
comparison of board practices in 'for profit' and 'not for profit' organizations.
International Journal of Business Governance and Ethics. 2(1-2), 2-22.

Bartkus, B., Glassman, M. & McAfee, R. (2000). Mission statements: Are they smoke
and mirrors? Business Horizons, 43(6), 23.

Bartkus, B., Glassman, M., & McAfee, R. (2006). Mission statement quality and
financial performance, European Management Journal. 24(1), 86-94.

Bartkus, B.R. & Glassman, M. (2008). Do firms practice what they preach? The
relationship between mission statements and stakeholder management. Journal of
Business Ethics. 83(2), 207-216.

Basu, K. & Palazzo, G. (2008). Corporate social responsibility: A process model of
sensemaking. The Academy of Management Review, 23(1), 122-136.

Bessant, T. & Tidd, J. (2007). Innovation and entrepreneurship. West Sussex, England:
John Wiley and Sons Ltd.

Biloslavo, R. & Lynn, M. (2007). Mission statements in Slovene enterprises: Institutional
pressures and contextual adaptation. Management Decision. 45(4), 773-788.

Bolon, D.S. (2005). Comparing mission statement content in For-Profit and Not-For-
Profit hospitals: Does mission really matter? Hospital Topics. 83(4) 2-9.

Bolton, P., Brunnerneier, M.K. & Veldkamp, L. (2008). Leadership, coordination and
mission-driven management. National Bureau of Economic Research. Cambridge,
MA. Retrieved from http://www.nber.org/papers/w14339 on January 23, 2009.

Borg, W. R. & Gall, M. D. (1989). Educational research: An introduction (5™ edition).

White Plains, NY: Longman.

www.manaraa.com


http://www.springerlink.com/content/100281/?p=71e375a2316d4d32a64433c22a2bb657&pi=0�
http://www.springerlink.com/content/100281/?p=71e375a2316d4d32a64433c22a2bb657&pi=0�

106

Bose, S. & Thomas, K. (2007). Applying the balanced scorecard for better performance
of intellectual capital. Journal of Intellectual Capital. 8(4), 653-665.

Bottazzi, G., Secchi, A. & Tamagni, F. (2008). Productivity, profitability and financial
performance. Industrial and Corporate Change. 17(4), 711-751.

Branson, C.M. (2008). Achieving organizational change through values alignment.
Journal of Educational Administration. 46(3), 376-395.

Bratianu, C. & Balanescu, G.V. (2008). Vision, mission and corporate values. A
comparative analysis of the top 50 U.S. companies. Management & Marketing
3(3), 19-38.

Brews, P. & Purohit, D. (2007). Strategic planning in unstable environments. Long Range
Planning. 40(1), 64-83.

Brinckerhoff, P.C. (2009). Mission-based management: Leading your not-for-profit in
the 21st century. Hoboken, NJ: John Wiley & Sons

Burke, W.W. & Litwin, G.H. (2008). A causal model of organizational performance and
change. In W. W. Burke, D. G. Lake & J. W. Paine (Eds.), Organizational
change: A comprehensive reader (pp. 273-299) San Francisco, CA: Wiley &
Sons.

Carmines, E. G. & Zeller, R.A. (1991). Reliability and validity assessment. Newbury
Park: Sage Publications.

Carton, R. B. & Hofer, C.W. (2006). Measuring organizational performance, metrics for
entrepreneurship and strategic management research. Northampton, MA:

Edward Elgar Publishing.

www.manaraa.com



107

Clark, D. (2008). Integrated management. Financial Management (14719185), Retrieved
July 3, 2009, from Business Source Complete database.

Cochran, D., David, F., & Gibson, C. (2008). A framework for developing an effective
mission statement. Journal of Business Strategies, 25(2), 27-39. Retrieved July 3,
2009, from ABI/INFORM Global.

Collis, D.J. & Rukstad, M.G. (2008). Can you say what your strategy is? Harvard
Business Review. Retrieved from http://ead.mackenzie.br/mackenzievirtual/
file.php/13041/TEXTOS_BASICOS/COLLIS RUKSTAD Can_you say what
your stratgy is 2008 .pdf.

Creswell, J.W. (2005). Educational research: Planning, conducting, and evaluating
quantitative and qualitative research, (2™ edition). Upper Saddle River, N.J.:
Pearson/Merrill Prentice Hall.

Creswell, J.W. (2008). Research Design.: Qualitative, quantitative, and mixed methods
approaches, Thousand Oaks, CA: Sage Publications, Inc.

Damodaran, A. (2009). Price and value to book ratio by sector. New York University,
Stern School of Business. Retrieved July 6, 2009 from
http://pages.stern.nyu.edu/~adamodar/New Home Page/datafile/pbvdata.html

David, F. R. (1989). How companies define mission statements. Long Range Planning,
221(113), 90.

David, F. R., & David, F. R. (2003). It’s time to redraft your mission statement. The
Journal of Business Strategy, 24(1), 11-14.

Davis, J., Ruhe, J., Lee, M., & Rajadhyaksha, U. (2007). Mission Possible: Do School

Mission Statements Work? Journal of Business Ethics, 70(1), 99-110.

www.manaraa.com



108

Desmidt, S. & Heene, A. (2007). Mission statement perception: Are we all on the same
wavelength? A case study in a Flemish hospital. Health Care Management
Review. 32(1), 77-87.

Does your mission statement generate results - or laughs? (2002, July). Contractor’s
Business Management Report, 7(4), 4.

Drucker, P. F. (1974). Management: Tasks, responsibilities, practices. New York: Harper
& Row.

Elangovan, K., Selladurai, V., Devadasan, S.R., Goyal, S.K., & Muthu, S. (2007).
Quality and productivity improvement of executive decisions in maintenance
engineering: An ESS-based approach. International Journal of Productivity and
Quality Management. 2(1), 112-139.

Epstein, M.J. (2009). Making sustainability work: Best practices in managing and
measuring corporate social, environmental, and economic impacts. San
Francisco, CA: Berrett-Koehler Publishers

Escobar, L.A., (1986). The equivalence of regression-simple and best-linear-unbiased
estimators with Type II censored data from a location scale distribution. Journal
of the American Statistical Association, 8§1(393), 210-214.

Fairhurst, G. T., Jordan, J. M. & Neuwirth, K. (1997). Why are we here? Managing the
meaning of an organizational mission statement. Journal of Applied
Communication Research, 25(4). 243 — 263.

Faulkner, D. O. & Campbell, A. (2006). The Oxford handbook of strategy: A strategy

overview and competitive strategy. NY: Oxford University Press.

www.manaraa.com



109

Financial Times Lexicon retrieved November 15, 2009 from
http://lexicon.ft.com/term.asp?t=return-on-equity.

Forbes, D. J. & Seena, S. (2006). The value of a mission statement in an association of
not-for-profit hospitals. International Journal of Health Care Quality Assurance.
19(5), 409-419.

Friedman, M. (1970, September 13). The social responsibility of business is to increase
its profits. The New York Times Company. The New York Times Magazine.

Friedman, H.H., Friedman, L. W. & Kass-Shraibman, F. (2008). Ethical imperatives of
CEOs: Creating the virtuous corporation. Journal of Business Systems,
Governance and Ethics. 3(4), 31-41.

Gibson, C., Porath, C., Benson, G., & Lawler III, E. (2007). What results when firms
implement practices: The differential relationship between specific practices, firm
financial performance, customer service, and quality. Journal of Applied
Psychology, 92(6), 1467-1480.

Glick, M., & Campbell, D. (2007). Market definition and concentration: One size does
not fit all. Antitrust Bulletin, 52(2), 229-237. Retrieved July 10, 2009.

Hader, R. (2006). More than words: Provide a clear and concise mission statement.
Nursing Management, p. 6, 6.

Harvey, J. (2007). Switching from improvement to quality - on the fly. Quality Progress.
38(1), 52-63.

Hausman, J. A. & Sidak, J. G. (2007). Evaluating market power using competitive
benchmark prices instead of the Herfindahl-Hirschman index. Antitrust Law

Journal. 74(2), 387-407.

www.manaraa.com



110

Henderson, A.D., Miller, D. & Hambrick, D.C. (2006). How quickly do CEOs become
obsolete? Industry dynamism, CEO tenure, and company performance. Strategic
Management Journal. 27(5), 447-460.

Hirota, S., Kubo, K. & Miyajima, H. (2007). Does corporate culture matter?

An empirical study on Japanese firms. RIET] Discussion Paper Series 07-E -030.
Retrieved from http://www.rieti.go.jp/jp/publications/dp/07e¢030.pdf on
November 20, 2009.

Hitt, M.A., Ireland, R.D. & Hoskissen, R.E. (2008). Strategic management:
Competitiveness and globalization, concepts and cases. Mason, OH: South-
Western Cengage Learning.

Hoovers.com. (2010). Company database. Dun & Bradstreet. http://www.hoovers.com/

Howell, J., Miller, P., Park, H. H., Sattler, D., Schack, T., Spery, E., et al. (2005).
Reliability and validity. Retrieved May 30, 2009, from Colorado State University
Writing@CSU, website: http://writing.colostate.edu/guides/research/relval/.

Hsu, C. (2006). Enhancing employee tendencies to share knowledge—Case studies of
nine companies in Taiwan. International Journal of Information Management.
26(4), 326-338.

Ireland, D., & Hitt, M. (1992). Mission statements: Importance, challenge, and
recommendations for development. Business Horizons, 35(3), 34-43.

Isaki, C.T. & Fuller, W.A. (1982). Survey design under the regression superpopulation
model. Journal of the American Statistical Association, 77(377), 89-96.

Iyer, B. & Davenport, T.H. (2008). Reverse engineering Google’s innovation machine.

Harvard Business Review. 86(4), 58-68.

www.manaraa.com



111

Jagersma, P.K. (2007). Aspiration and leadership. The Journal of Business
Strategy, 28(1), 45-52.

Jegadeesh, N. & Karceski, J. (2009). Long-run performance evaluation: Correlation and
heteroskedasticity-consistent tests. Journal of Empirical Finance 16(1), 101-111

Kaplan, S. (2007). Business strategy, people strategy and total rewards--connecting the
dots. Benefits & Compensation Digest, 44(9), 1-19.

Kaplan, R., & Norton, D. (2008). Mastering the management system. Harvard Business
Review, 86(1), 62-77.

Karami, A. (2007) Strategy formulation in entrepreneurial firms. Aldershot, Hampshire,
England: Ashgate Publishing Ltd.

Ketels, C. (2006). Michael Porter’s competitiveness framework—Recent learnings and
new research priorities. Journal of Industry, Competition & Trade, 6(2), 115-136.

Kilpatrick, A., & Silverman, L. (2005). The power of vision. Strategy & Leadership,
33(2), 24-26.

Leith, C. & Malley, J. (2007). A sectoral analysis of price-setting behavior in U.S.
manufacturing industries. Review of Economics & Statistics, 89(2), 335-342.

Levith, E.H. & Bentley, W.G. (2010). [Correlation of Porter’s five forces with mission
statement]. Unpublished raw data.

Liesink, P. & Steign, B. (2008). Public service motivation and ethical conduct. In J.L.
Perry & A. Hondeghem (Eds.), A motivation in public management: The call of
public service. Oxford: Oxford University Press.

Leuthesser, L., & Kohli, C. (1997). Corporate identity: The role of mission statements.

Business Horizons, 40(3), 59-67.

www.manaraa.com



112

Levin, .M. (2000). Vision revisited. The Journal of Applied Behavioral
Science, 36(1),91-107.

Lind, D.A., Marchal, W.G. & Wathen, S.A. (2005). Statistical techniques in business and
economics. NY: McGraw-Hill Companies.

Lucas, J.R. (1998). Anatomy of a vision statement. Management Review, 87(2), 22-26.

Luu, J. & Kennedy, P. J. (2006). Investigating the size and value effect in determining
performance of Australian listed companies: A neural network approach. In
Proceedings of the Fifth Australasian Conference on Data Mining and Analytics -
Volume 61 (Sydney, Australia, November 29 - 30, 2006). P. Christen, P. J.
Kennedy, J. Li, S. J. Simoff, and G. J. Williams, Eds. Conferences in Research
and Practice in Information Technology Series, vol. 245. Australian Computer
Society, Darlinghurst, Australia, 155-161.

Mahmood, M.A. & Lawrence, E.C. (1987). A performance analysis of parametric and
nonparametric discriminant approaches to business decision making, Decision
Sciences, 18(2), 308-326.

Marshall, C, & Rossman, G.B. (2006). Designing qualitative research (4" Edition).
Thousand Oaks, CA: Sage Publications, Inc.

Martin, R. (2007). How successful leaders think. Harvard Business Review, 85(6), 60-67.

McFalls, M. (2008). Chutes and ladders: The contemporary merger review process before
US antitrust enforcement agencies. Licensing Journal, 28(8), 20-25.

Meier, K.J., Brudney, J.L. & Bohte, J. (2009). Applied statistics for Public and nonprofit

administration. Belmont, CA: Thompson Wadsworth.

www.manaraa.com



113

Mel¢, D., Debeljuh, P., & Arruda, M. (2006). Corporate ethical policies in large
corporations in Argentina, Brazil and Spain. Journal of Business Ethics, 63(1),
21-38.

Melewar, T.C., & Karaosmanoglu, E. (2006). Seven dimensions of corporate identity: A
categorisation from the practitioners' perspectives. European Journal of
Marketing. 40(7/8), 846-8609.

Michaelson, C. (2006). Compliance and the illusion of ethical progress. Journal of
Business Ethics, 66(2/3), 241-251.

Moneva, J.M., Rivera-Lirio, J.M. & Muiioz-Torres, M.J. (2007). The corporate
stakeholder commitment and social and financial performance. Industrial
Management + Data Systems, 107(1), 84.

Morphew, C. C., & Hartley, M. (2006). Mission statements: A thematic analysis of
rhetoric across institutional type. Journal of Higher Education, 77(3), 456-471.

Neuman, W.L. (2003). Social research methods.: Qualitative and quantitative
approaches, Boston: Pearson Education.

Onwuegbuzie, A. J. & Johnson, R.B. (2006). The validity issue in mixed research.
Research in the schools. 13(1), 48-63.

O’Gorman, C. & Doran, R. (1999). Mission statements in small and medium-sized
businesses. Journal of Small Business Management, 37(4), 59-66.

Omran, M., Atrill, P. & Pointon, J. (2002). Shareholders versus stockholders: Corporate
mission statements and investor returns. Business Ethics: A European Review,

11(4), 318.

www.manaraa.com



114

Pearce, J. & David, F. (1987). Corporate mission statements: The bottom line. Academy
of Management Executive, 1(2), 109-115.

Pearce, J.A., 1I. (1982). The company mission as a strategic tool: What is a company
mission? Formulating the mission components of the mission statement company
goals: survival, growth, and profitability company philosophy company self-
concept public image the claimant approach to company responsibility identifying
claimants understanding claims reconciling claims coordinating mission
components conclusion references. Sloan Management Review (pre-

1986), 23(3), 15.

Pearce, J. A., I & Roth, K. (1988). Multinationalization of the mission statement. SAM
Advanced Management Journal, 53(3), 39.

Pelland, T. (2009). What does your company stand for? Journal of the Quality
Assurance Institute, 32(2), 8-8.

Pedhazur, E. & Schmelkin, L. (1991). Measurement design and analysis: An integrated
approach. New York: Psychology Press.

Perold, A.F. (2007). Fundamentally flawed indexing, Financial Analysts Journal. 63(6),
31-37.

Perry, J.L. & Hondeghem, A. (2008). Motivation in public management: The call of
public service. Oxford: Oxford University Press.

Peyrefitte, J. & David, F. R. (2006). A content analysis of the mission statements of
United States firms in four industries. International Journal of Management,

23(2), 296-301.

www.manaraa.com



115

Porter, M. (1980). Competitive strategy: Techniques for analyzing industries and
competitors. New York: Free Press.

Porter, M. (2006). Michael Porter asks, and answers: Why do good managers set bad
strategies? Wharton's SEI Center Distinguished Lecture Series. As published in
Knowledge @ Wharton Retrieved June 30, 2009 from
http://knowledge.wharton.upenn.edu/article.cfm?articleid=1594.

Porter, M. (2008). Michael E. Porter, business strategist to speak in Bahrain. Interview
with Global Leaders. Retrieved July 1, 2009 from
http://www.ameinfo.com/179146.html.

Rahman, Mohammad. (2009). Why strategic vision statements won't measure up.
Strategic Direction. 24(4), 3-4.

Rarick, C. (1996). Ancient Chinese advice for modern business strategists. SAM
Advanced Management Journal, 61(1), 38.

Rarick, C. & Nickerson, I. (2006). An empirical analysis of Web-based corporate mission
statements. Journal of Strategic E-Commerce, 4(1/2), 1-18.

Rarick, C. & Vitton, J. (1995). Mission statements make cents. Journal of Business
Strategy, 16, 11-12.

Rees, W.D. & Porter, C. (2006). Corporate strategy development and related
management development: The case for incremental approach, part 1 — the
development of strategy. Industrial and Commercial Training. 38(5), 226-231.

Riketta, M. & Nienaber, S. (2007). Multiple identities and work motivation: The role of
perceived compatibility between nested organizational units. British Journal of

Management, 18. 61-77.

www.manaraa.com



116

Rigby, D. & Bilodeau, B. (2009). Management tools 2009: An executive’s guide. Bain &
Company. Boston, MA. Retrieved from http://www.bain.com.sg/bainweb/
PDFs/cms/Public/Management Tools 2009 Executive Guide.pdf on July 27,
20009.

Rigby, D. & Bilodeau, B. (2005). Management tools and trends 2005. Bain & Company.
Boston, MA. Retrieved from http://www.bain.com.sg/management tools
/Management_Tools and Trends 2005.pdf on July 23, 2009.

Rigby, D. & Bilodeau, B. (2007). Bain’s global 2007 management tools and trends
survey. Strategy and Leadership. 35(5), 9-16.

Russell Investments. (2009). Russell 3000° Index. Retrieved June 27, 2009 from
http://www.russell.com/Indexes/characteristics_fact sheets/us/Russell 3000 Inde
X.asp.

Sackmann, S.A., Eggenhoffer-Rehart, P.M. & Friesl, M. (2009). Sustainable change:
Long-term efforts toward developing a learning organization. Journal of Applied
Behavioral Science, (45)4. 521-549.

Schein, E. (2009). The corporate culture survival guide. San Francisco, CA: John Wiley
and Sons, Inc.

Sheaffer, Z., Landau, D. & Drori, I. (2008). Mission statement and performance: An
evidence of "Coming of Age". Organization Development Journal, 26(2), 49-62.

Shen, W. & Cannella, A.A. Jr. (2002). Revisiting the performance consequences of CEO
succession: The impacts of successor type, postsuccession senior executive
turnover, and departing CEO tenure. The Academy of Management Journal.

45(4), 717-733.

www.manaraa.com



117

Sidhu, J. (2003). Mission statements: Is it time to shelve them? European Management
Journal, 21(4), 439-446.

Siegel, S. (1957). Nonparametric statistics. The American Statistician, 11(3), 13-19.

Smith, M., Heady, R. B., Carson, P. & Carson, K. (2005). Do mission statements
accomplish their mission? An exploratory analysis of mission statement content
and organizational longevity. Retrieved August 30, 2008, from http://www
.huizenga.nova.edu/jame/Missions.htm.

Sommers, P. (2007). Measuring player loyalty among baseball’s hall of famers. Atlantic
Economic Journal, 35(1), 125-126.

Sosik, J.J., Kahai, S.S. & Pioviso, M.J. (2009). Silver bullet or voodoo statistics? Group
& Organization Management, 34(1), 5-36.

Southwick, J. (2005). Economies of scale and market power in policing. Managerial &
Decision Economics, 26(8), 461-473.

Stone, R. A. (1996). Mission statements revisited. SAM Advanced Management Journal,
61(1),31.

Stuhlfaut, M. (2005). Economic concentration in agricultural magazine publishing: 1993-
2002. Journal of Media Economics, 18(1), 21-33.

Sueyoshi, T. & Goto, M. (2009). DEA-DA for bankruptcy-based performance
assessment: Misclassification analysis of Japanese construction industry.
European Journal of Operational Research. 199(2), 576-594.

Surfi, T. & Lyons, H. (2003). Mission statements exposed. International Journal of

Contemporary Hospitality Management, 15(4/5), 255-262.

www.manaraa.com



118

Sveningsson, S. & Larsson, M. (2006). Fantasies of leadership: Identity work.
Leadership, 2(2), 203-224.

Terziovski, M. (2006). Quality management practices and their relationship with
customer satisfaction and productivity improvement. Management Research
News. 29(7), 414-424.

The Handbook of Research for Educational Communications and Technology. (2001).
The Association for Educational Communications and Technology. Bloomington,
IN: AECT. Retrieved August 3, 2010 from http://www.aect.org/edtech/ed1/41/41-
01.html.

Tzu, S. (1963). The art of war (S.B. Griffith, Trans.). Oxford: Oxford University Press.
(Original work published 2BCE).

US Census Bureau. (2006). Concentration ratios: 2002. US Economic Census. (No.

ECO02-31SR-1). Washington.

Vandijck, D., Desmidt, S. & Buelens, M. (2007). Relevance of mission statements in
Flemish not-for-profit healthcare organizations. Journal of Nursing Management,
15(2), 131-141.

Walters, B.A., Kroll, M.J. & Wright, P. (2007). CEO tenure, boards of directors, and
acquisition performance. Journal of Business Research. 60(4), 331-338.

Wang & Chang. (2009). A new model for strategy and entrepreneurship in China:
Alternative five forces. Strategic Direction, 25(6), 19-21.

Wang, G.C.S. & Jain, C.L. (2002). Regression analysis: Modeling and forecasting.

Flushing, NY: Graceway Publishing Company, Inc.

www.manaraa.com


http://www.sciencedirect.com/science/journal/01482963�

119

Want, J.H. (2006). Corporate culture: Illuminating the black hole. NY: St. Martin’s
Press.

Warnock, F. E., Thomas, C. P. & Wongswan, J. (20006). The performance of international
equity portfolios. Darden Business School Working Paper No. 04-07; IIIS
Discussion Paper No. 162.

Wiggins, C., Hatzenbuehler, L. & Peterson, T. (2008). Hospital missions and the
education of our future health care workforce. Journal of Allied Health, 37(3),
132-136.

Williams, L. (2008). The mission statement. Journal of Business Communication, 45(2),
94-119.

Wittmann, R.G. & Reuter, M.P. (2008). Strategic planning: How to deliver maximum
value through effective business strategy. Philadelphia, PA: Kogan Page Ltd.

Yahoo Finance. (2010). Database. Yahoo!, Inc. http://finance.yahoo.com.

Ziegler, H., Nietzschmann, T. & Keim, D.A. (2007). Relevance driven visualization of
financial performance measures. Eurographics/ IEEE-VGTC Symposium on

Visualization (2007).

www.manaraa.com



120

Appendix A: Company Sample Data Matrix

www.manharaa.com




121

869 DPLINC DPL 23 0 3327 3 2091 4.5 1589
926 EL PASO ELECTRIC CO EE 10.2 1 2055 2 2091 0.5 828
1472 ITCHOLDINGS CORP ITC 14 0 3883 5 2091 40.6 621
1959 NORTHWESTERN CORP NWE 10.8 1 2499 2 2091 0.3 1142
694 CONNECTICUT WATER SVC CTWS 9.5 1 383 3 3992 8.2 59
1992 OFFICE DEPOT INC ODP -49.9 0 2462 4 2653 -6.8 12145
2898 WASTE MGMT INC WM 16.8 1 18253 5 2663 -4.1 11791
959 ENERGYSOLUTIONS INC ES 2.7 0 1202 1 1833 56.1 1623
503 CARDINAL HEALTH INC CAH 9.2 1 8453 1 2490 43 98503
1736 MCKESSON CORP MCK 19.4 1 11177 9 2490 5.3 108702
2731 TUESDAY MORNING CORP TUES 4.4 0 250 9 5401 26.6 828
47 ADVANCE AUTO PARTS INC AAP 26.3 0 1606 2 5401 5.4 5412.6
366 BEST BUY INC BBY 24 0 9324 1 6109 11.4 49694
2068 PANERA BREAD CO PNRA 17.7 1 695 1 7423 17.8 1354
72 AIR PRODS & CHEMS INC APD 12.9 0 11247 2 1629 -2.3 9026
1344 HOME BANCSHARES INC HOMB 9.5 1 2685 5 2041 14.5 163
2952 WILSHIRE BANCORP INC WIBC -0.3 1 3439 3 2041 15 216
1356 HUDSON CITY BANCORP HCBK 10.5 0 60267 7 2481 27.3 2975
623 CLIFTON SVGS BANCORP IN CSBK 4.4 0 1068 2 2431 12.4 46
789 DANVERS BANCORP INC DNBK 5 1 557 2 2481 16.9 102
1186 GLG PARTNERS INC GLG 0 0 248 2 2965 -42.3 301
153 AMERICAN INTL GROUP AIG -27.9 0 847585 1 2970 -5.3 96004
804 DELPHI FINANCIAL GRP IN DFG 8.8 0 6921 3 1839 3.6 1572
156 AMERICAN NATIONAL INS C ANAT 3.8 1 20149 18 2970 -1.8 2950
163 AMERICAN SAFETY INS HLD ASI 9 1 1148 3 2970 6.1 205
1230 GREENLIGHT CAPITAL RE L GLRE 14.8 0 729 2 2970 69.4 419
2201 PROASSURANCE CORP PRA 13.1 0 4648 2 2970 -3 673
2526 STATE AUTO FINANCIAL STFC 1.8 1 2564 4 2970 4 1257
2199 PRINCIPAL FINANCIAL GRP PFG 8.9 0 137759 2 2607 -3.6 8849
2601 SYNOVUS FINANCIAL CORP SNV -52.7 0 32831 5 7880 -24.2 1920
1886 NATIONAL RETAIL PPTYS NNN 2.8 0 1473 5 2034 13.4 232
2258 RAYONIER INC RYN 25 0 2489 2 2034 -1.7 1169
2349 SAFEGUARD SCIENTIFICS SFE -39.9 0 275 4 2736 -44 35
473 CALIFORNIA FIRST NATL CFNB 5.7 0 454 8 3432 -1.5 35
342 BARRETT BUSINESS SERVIC BBSI 5.9 0 125 9 3995 -3 237
37 ACTUATE CORP ACTU 10.7 0 110 9 3346 -2.5 119.3
389 BLACKBAUD INC BLKB 29.5 1 116 5 3346 17.2 309
682 COMPUWARE CORP CPWR 11.2 1 1401 9 3346 -9.7 892
650 COINSTAR INC CSTR 16.1 0 848 1 3269 28.9 1145
1460 IPC THE HOSPITALIST CO IPCM 14.5 0 157 3 2427 28 311
1636 LINCOLN EDUCATIONAL SVS LINC 28 0 287 5 2034 19.8 553
2177 POWERSECURE INTLINC POWR 7.4 0 86 6 1833 -5.2 103
1127 Pharmaceutical Product Development 7.6 1 1440 1 2489 43 1417
1295 HECKMANN CORP HEK -60.4 0 797 2 8732 251 36
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