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This article deals with the management of business processes ac-
tivities with an emphasis on core processes as well as their influ-
ence on company performance. Article focuses on how core pro-
cess management, which encompasses the activities of planning,
organizing, leading, and controlling, influences the performance
of a company. We designed a model of the relationships between
selected factors, developed hypotheses and in the empirical part,
verified their validity. Management activities of core process (plan-
ning, organizing, leading, controlling) were dealt with from an in-
terest and instrumental point of view. A population base of 3,007
small and medium-sized companies (sME) from Slovenia were in-
cluded in the survey. Within the framework of statistically pro-
cessing the collected data in the empirical section, we used struc-
tural equation modelling (sEm) as the central method since we
checked the relations between the different variables (claims), as
well as the theoretical model of the relations. The research con-
firmed that some interest aspects of the core process manage-
ment (planning, organizing and leading) and some instrumental
aspects of the core process management (controlling) influence
company performance more than others.
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Introduction and Theoretical Background

The article discusses the activities of business process management
with an emphasis on core processes as well as their impact on com-
pany performance. Business process management is a complex area,
as is influenced by a number of factors, which cannot be included in
the research at the same time; therefore, in this article, we will dis-

cuss the connection between these factors as a model (figure 1).
We can define the business process as a comprehensive and dy-

namic coordinated set of connected activities, from purchasing to the
sales, which are intended for the appropriate supply of customers
and enable the business performance of a company in a particular
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economic environment (Jeston and Nelis 2014, 4, Trkman et al. 2015,
125; Shulte et al. 2015, 36; Jane$, Biloslavo, and Faganel 2017, 175;
Janes, Kadoi¢, and Begicevi¢ Redep 2018, 193; Bertoncel, Erenda and
Mesko 2018, 8o5; Novak and Janes 2019, 780). Various authors have
noted that managing business processes is crucial for the successful
development of companies (Gosnik, Beker, and Kav¢ic, 2014; Kavcic,
Recnik-Krajnc, and Gosnik, 2014; Hernaus, Bosilj Vuks$i¢, and Indi-
har Stemberger 2016; Kav¢i¢ and Gosnik 2016; Gosnik et al. 2016;
Stojanovi¢ et al. 2017, Novak and Jane$ 2019). The performance of
the company, as well as its continued growth and existence, depend
on the effectiveness of business processes (Indihar Stemberger et
al. 2018, 425; Zelt, Schmiedel, and Vom Brocke 2018, 67). In busi-
ness processes, there is always room for innovation, improvements,
the involvement of employees, buyers, and suppliers — in short, the
participants in a company, as only in this way are we able to de-
velop new value and benefits for our customers. That is why within
the management of a company, a systematic and comprehensive ap-
proach is necessary, especially so in the management of those pro-
cesses which directly influence an increase in added value for our
customers. These processes are called core processes (Kovaci¢ and
Bosilj Vuksi¢ 2005, 31; Strnadl 2006, 13; Harmon 2007, 86, 46—47; Je-
ston and Nelis 2014, 4; Trkman et al. 2015, 125). This, hereinafter,
represents our central research problem. We designed a model of
connections between chosen factors, developed hypotheses, and in
the empirical section, examined their validity (figure 1).

Reijers (2006, 389), as well as Poto¢an and Nedelko (2015, 37),
are of the opinion that high performance ganizations these days are
those that are capable of introducing changes quickly enough so that
they can be leaders on the market. Hernaus, Peji¢ Bach, and Bosilj
Vuksi¢ (2012, 384) highlight the importance of achieving business
goals for business performance, with a focus on the involvement
of employees, external collaborators, and the effectiveness of pro-
cesses. Processes, which create new products or services in a com-
pany as well as contribute to customer satisfaction and directly lead
to an increase in added value, are precisely core processes (Harmon
2007, 86; Kovaci¢ and Bosilj Vuk$i¢ 2005, 31; Ursi¢ 2000, 65). Core
processes demand careful planning, organizing, leading, and con-
trolling, which, in one word, we call management (the management
of core processes). Zelt, Schmiedel, and Vom Brocke (2018, 67) note
that for high performance of the organizations these days, it is a pre-
requisite that they have an excellent management of core processes.
Thennakoon et al. (2018, 478; Espino-Rodriguez and Rodriguez-Diaz
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2014, 2) highlight the importance of the connection of the manage-
ment of core processes with the objectives of a company, targetting
the benefit to the customer and other participants as well as empha-
sising that we have to have clearly set criteria for measuring the ef-
fects of processes on company performance (Margherita 2014; Trk-
man, Budler, and Groznik 2015; Trkman et al. 2015; Lau et al. 2016;
Rowell 2018; Arias et al. 2018).

In connection with this, it raises the question, what should the
management of core processes be like to ensure the performance
of a company. We have broken down each of the four activities of the
management of core processes: planning, organizing, leading and
controlling into instrumental and interest aspects (TavCar 2009, 113;
Stalk, Evans, and Shulman 1992, 57, Inkpen and Choudhury 1995,
313-23; De Wit and Meyers 2005, 261-66; Biloslavo 2006, 18, 328).

Instrumental Aspect of the Organization

Every organization is an instrument (a machine, device) for achiev-
ing objectives and is subordinate to the interests of the owners and
founders (Stalk, Evans, and Shulman 1992, 57; Inkpen and Choud-
hury 1995, 313-23; De Wit and Meyers 2005, 261-66; Biloslavo 2006,
18; Tavcar 2009, 107). This is also reflected in the management of a
company and the core activities of management (planning, organiz-
ing, leading, and controlling).

Planning as part of the activities of management from an instru-
mental perspective is founded on the short-term and one-sided fo-
cus on fulfilling the interests of the owners. Managers focus on rules,
analytic decision making, and rationality (Tav¢ar 2009, 107; De Wit
and Meyers 2005, 30-1). For planning, it is, in this case, is also char-
acterised by focussing on existing products and processes, on highly
productive processes, immediate financial results, and on financial
resources before creating new core capabilities, processes, and prod-
ucts (Tavcar 2009, 221-22).

Organizing, as a part of the activities of management from an in-
strumental perspective means, above all, formalising and normalis-
ing work tasks. The division of work is founded on the needs of the
organization, not on the interests of employees. Managing processes
is based on controlling by establishing responsibility, with its control
often made possible with the use of technology. Normative systems
for achieving efficiency (high productivity) of processes prevail, and
the adaptation of organizations to the market is limited (Tavcar 2009,
328-9).

From an instrumental perspective, leading, as an activity of man-
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agement, focusses on business (administration). It focusses on the
monitoring of business results. Employee control is authoritarian,
and management tries to circumvent employee resistance. At the
forefront is the trading of existing products, not the development
of new ones. The organization responds poorly to impacts from the
environment (Tavcar 2009, 474-5).

From an instrumental perspective, controlling as an activity of
management is called measuring. It is reflected in the quantita-
tive measurement of processes and business performance. Employ-
ees and processes are monitored continuously, with an emphasis on
costs, productivity, and maximizing short term profit rather than the
long-term growth and development of the organization (Tavcar 2009,

537).

Interest Aspect of an Organization

The notion of an organization as a grouping of interests stems from
a broader social conception of the purpose of an organization, as it
performs better if it functions in accordance with the interests of
both external (customers, suppliers, partners) and internal (employ-
ees, management, owners) participants. The interest aspect empha-
sises the organization as a community of interests, not just managers
and owners, but also all other participants (suppliers, employees,
customers, other market participants) (Stalk, Evans, and Shulman
1992, 57; Inkpen and Choudhury 1995, 313-23; Willcocks, Currie, and
Jackson 1997, 617, Grover, Fiedler, and Teng 1999, 749; De Wit and
Meyers 2005, 261-6; Biloslavo 2006, 18, 328; King and Burgess 2006,
59; Tav¢ar 2009, 107-8).

From an interest perspective, planning as an activity of manage-
ment is focused on the long-term growth and on the organization
performance, based upon the values of the organization as well as
the participants. It focuses on acquiring new knowledge and core
competencies as well as emphasising consistency with as many par-
ticipants as possible in implementing goals and strategies (Tavcar
2009, 222-3; Burlton 2010, 81—97; Vom Brocke et al. 2014, 530—48;
Trkman et al. 2015, 250-66).

From the perspective of interest, organizing, as an activity of man-
agement, is based on their interests in co-workers and also on the
interests of other participants; they create an opportunity for cre-
ative collaboration and committed independent work of co-workers,
co-operation between participants is flexible, while at the same time
the organization adapts to changes in the environment (Tav¢ar 2009,

329-30).
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The interest aspect of leading puts an emphasis on people (em-
ployees), which is why we call it leading people, or rather employ-
ees. This aspect is characteristic of dealing with employees and
other participants in the organization (e.g., suppliers, customers)
as a source of creative ideas and knowledge that can ensure com-
pany performance (Ford, Ford, and D’Amelio 2008, 362; Nodeson et
al. 2012, 466; Appelbaum et al. 2015, 135). Leading employees is less
authoritarian, and is based on the power of knowledge, taking into
account the values and needs of employees. In an organization, de-
veloped innovations in the fields of products/services and processes,
have greater value than those obtained on the market. Collaboration
between all market participants prevails for the common benefit and
satisfaction of all. Leading employees takes into account the capabil-
ities of employees and the circumstances; communication between
participants in processes is collaborative and is based on trust and
understanding (Tavcar 2009, 476—9).

We call the interest aspect of controlling, judging. Goals are the
outcome of the interests of a broader range of participants, not
just owners. Judgment as to the achievement of business objectives
should be based on relative comparisons with competitors, through
the satisfaction of participants, long-term, and is less reliable than
measuring, as it is often based on the intuition of the person execut-
ing judgment (Tavcar 2009, 537 39; McCormack et al. 2009, 792; Her-
naus, Peji¢ Bach, and Bosilj VukSi¢ 2012, 383; Sikdar and Payyazhi
2014, 972—4; Margherita 2014, 642; Lau et al. 2016, 233; Bisogno et al.
2016, 56).

Business Processes and Business Process Management

In the literature, there are several different classifications of busi-
ness processes. According to Strnadl (2016, 67) and other authors
(Shulte et al. 2015, 36), a business process is a ‘comprehensive, and
dynamically coordinated set of activities or logically related tasks
that must be performed to develop value for the customer or achieve
other strategic goals of the organization.” A business process is a set
of activities that generate outputs from one or more types of inputs
that represent value to the customer (Sikdar and Payyazhi 2014, 971).
The business process, can be defined as a ‘comprehensive and dy-
namically coordinated set of related activities, from purchasing to
the sales market, which is intended for the adequate supply of cus-
tomers and enable the organization to operate in a business envi-
ronment.” (Guha and Kettinger 1993, 13; Hammer 1996, 10-1; Str-
nadl 2006, 13; Trkman et al. 2015, 125; Gibson, Ivancevich, and Don-
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nelly 2000 and Bavec and Manzin 2012, 49). According to Kovacic et
al. (2004, 58), it is a business process composed of logically inter-
related implementation and control activities, the result of which is
a product (product or service). Business processes typically do not
only take place in one organizational unit. Business processes de-
termine the quality, innovation, and productivity (efficiency) of com-
panies (Cho and Pucik 2005, 555; Minonne and Turner 2012, 111)
are a key tool for any organization which determine operating costs;
they are the basis for the opportunity to increase market share and
are the basis for accepting management decisions and business per-
formance (Seethamraju 2012, 532; Poto¢an and Nedelko 2015, 25).
The effectiveness of business processes in organizations effect the
company performance and its continued growth and existence (Buh,
Kovaci¢ and Indihar Stemberger 2015, 243; Indihar Stemberger et
al. 2018, 425; Zelt, Schmiedel, and Vom Brocke 2018, 67). Davenport
(1993; Burlton 2010; Harmon 2003, Kovaci¢ and Bosilj Vuksi¢ 2005;
Sinur, Odell, and Fingar 2013) defines the business process as (1)
a transformation process in a business organization through which
business results are generated; (2) as a comprehensive link of par-
tial processes that ensure the overall performance of tasks; (3) a set
of logically connected contractors and control procedures that result
in a product or service; (4) a structured part of measurable activi-
ties for the production of a customer output (product, service); (5)
linking the selected constituents of the organization to a specific col-
laboration to achieve goals; (6) a continuous sequence of business
activities to achieve business goals.

There are various definitions of business process management in
the literature today. Some definitions focus on information solutions
to optimise existing processes (Davenport 1993; Smith and Fingar
2003; Chang 2006 in Potoc¢an and Nedelko 2015, 29). Others focus
on the role of business process management in improving processes
and their outcomes (Slack 1996; Daft 2000; 2009; Mullins 2013; Po-
toCan and Nedelko 2015, 30; Gobbi de Boer and Mueller 2015, 908;
Bernardo et al. 2017, 155). Trkman (2010, 125) and Niehaves et al.
(2014, 90) define business process management as a synthesis of dif-
ferent managerial practices and approaches for business optimisa-
tion (e.g., six sigma, lean business, comprehensive quality manage-
ment) that enable differentiation and the competitiveness of compa-
nies. Business process management requires the development and
implementation of innovative solutions in businesses and enables
the differentiation and competitiveness of companies (Cho and Pu-
cik 2005, 555; Trkman 2010, 125; Niehaves et al. 2014, 90; Pauwaert
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and Van Looy 2014, 3; Nadarajah, Latifah, and Kadir 2014, 522).
Business process management requires the coordination and inte-
gration of business functions as well as motivated employees to de-
velop new value for the customer (Strnadl 2006, 67-77). Trkman et al.
(2015, 250-66) even discuss a new model of business process man-
agement, i.e., Customer Process Management (cpm). It follows that,
in accordance with the need for process orientation, each company
should plan, organize, lead, and control its business processes. This,
consequently, in every company, demands, above all, mastering the
management of core business processes, which is discussed later in
this research.

Core Processes and Core Business Process Management

The competitiveness of every company comes from the competitive-
ness of processes, more precisely, core processes. The core process
in a company is (or are, because there may be more) in which we cre-
ate new products and services as well as contribute to customer sat-
isfaction and directly influence the increase of added value (Kovacic
and Bosilj Vuksi¢ 2005, 31; Harmon 2007, 86). In core processes, the
company changes inputs into outputs, products/services with which
the company achieves its goals and objectives. In this way, in effi-
cient companies, we recognize above all those solutions that relate
to mastering core processes. Products and services are the outputs of
core processes (Kovaci¢ and Bosilj Vuksic¢ 2005, 31 and Harmon 2007,
86). Core processes enable companies to differentiate and compete
(Trkman 2010, 125; Niehaves et al. 2014, 90; Banker, Mashruwala,
and Tripathy 2014, 872). In most companies, there are only a few
core processes (e.g., 4 to 10) (Poto¢an and Nedelko 2015, 45). Core
processes for a company represent capital in the form of knowledge
needed to develop new ways of operating. The common characteris-
tics of core processes coincide with the definition of the core capabil-
ities of the company and are: (1) the core processes must have a dis-
tinct customer benefit; (2) core processes must be difficult to imitate;
(3) core processes must be irreplaceable with other solutions (Rose-
mann and Vom Brocke 2010; Dumas et al. 2013; Sinur, Odell, and Fin-
gar 2013; PotoCan and Nedelko 2015, 46). Among the core business
processes of a company are product development, service develop-
ment, product manufacturing, service execution, product marketing,
customer support, customer communication, order fulfillment, and
production capacity development (PotoCan and Nedelko 2015, 46—
7). If the core processes are effective (productive) and innovative,
this will be reflected in the performance of the company (Trkman,
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Budler and Groznik 2015, 587; Arias et al. 2018, 376; Thennakoon
et al. 2018; 478; Zelt, Schmiedel, and Vom Brocke 2018, 67; Indi-
har Stemberger et al. 2018, 425). This applies to all businesses, re-
gardless of size, products, or market. Based on Porter’s value chain
(Porter 1985), Kovaci¢ and Bosilj Vuksi¢ (2005, 35) define the follow-
ing core processes: (1) the procurement process that refers to the
physical flows of material required for production; (2) the process of
producing products, providing services related to the transformation
of input sources into output, and (3) the sales process relating to
the activities associated to product distribution, downstream, sales
and after-sales activities. The primary purpose of core processes
must be to create new value for the customer, which is a process
and requires an appropriate approach — core process management
(Sinur, Odell, and Fingar 2013; Jeston and Nelis 2014; Margherita
2014; Trkman, Budler, and Groznik 2015; Poto¢an and Nedelko 2015;
Trkman et al. 2015; Lau et al. 2016). The management of core pro-
cesses involves activities: planning, organizing, leading, and con-
trolling core processes, and for company perfomance requires that
we look at them simultaneously from an instrumental and interest
perspective.

Core Processes and Company Performance

According to various authors (Sinur, Odell, and Fingar 2013; Mar-
gherita 2014; Espino-Rodriguez and Rodriguez-Diaz 2014; Trkman,
Budler, and Groznik 2015; Potocan and Nedelko 2015; Trkman et al.
2015; Lau et al. 2016), we can agree that for the company perform-
ance, core processes must be linked to the goals of the company, ori-
ented towards benefit for the customer and that we must have clearly
defined criteria for measuring the effects on the business. Also, in
accordance with Kaplan and Norton (1996), those companies that
include the aspect of core processes in their business, in addition
to finance, learning, and customers, will be successful. Kaplan and
Norton (1996) emphasize that we link the mission and vision of com-
panies to the operational indicators of core processes that need to be
appropriately managed from a managerial perspective. This means
proper planning, organizing, leading, and controlling (Kohlbacher
2010, 135; Macedo de Morais et al. 2014, 412). Core process manage-
ment involves both interest and instrumental aspects. Unsuccessful
implementation of changes in the business processes is according
to Trkman et al. (2010, 318) connected to the fact that management
does not take into account instrumental and instrumental aspects of
management.
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Research Model and Hypothesis Development

Based on theoretical background, we designed a theoretical model
and developed four hypotheses (a1, H2, H3, H4) (figure 1).

The model is a simplification of the real situation and is an effec-
tive means of improving the efficiency and effectiveness of business
(TavCar 2009, 62). In practice, we strive that models are simple and
understandable as well as clear, rich in content and that they are
able to be used as extensively as possible. With the model in this re-
search, we can perceive the connections between selected factors. In
the model, we covered the factor ‘Management of core processes,” in
which we assumed, based on the research of the literature in the the-
oretical part, that it had an impact on the performance of the com-
pany. We strove to develop a model which would be comprehensive
and sufficiently rich in content on the one hand, while also simple,
understandable, and clear.

We considered the factor ‘Management of core processes’ from an
interest and instrumental perspective and connected it to the per-
formance of the company.

Based on theoretical starting points in the theoretical part, iden-
tified research gaps and in accordance with the purpose and ob-
jectives of the task, we designed a model of connections (figure 1)
as well as developed four hypotheses (11, H2, H3, H4), Which were
the basis for formulating the questionnaire. Based upon the litera-
ture and sources studied, the measurement of company performance
was comprehensively designed with the assistance of secondary fi-
nancial performance data (RoA, ROE), operating performance (Eva),
and BoN (business credit rating) for an extended time period. We de-
signed this method of measurement based on the findings from the
literature, as partial views of a company’s performance, taking into
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account only one indicator, can provide a distorted view of a com-
pany’s performance.

According to the authors’ findings in the introductory chapter, the
design and planning of core processes influence the performance of
a company.

H1 The interest aspect of planning as a core process management
activity has, in comparison with the instrumental aspect of plan-
ning, a more significant impact on the company performance.

H2 The interest aspect of organizing, as a core process management
activity has, in comparison with the instrumental aspect of orga-
nizing, a more significant impact on the company performance.

H3 The interest aspect of leading, as a core process management
activity, in comparison with the instrumental aspect of leading,
has a more significant impact on the company performance.

H4 The instrumental aspect of controlling as a core process man-
agement activity, in comparison with the interest aspect of con-
trolling, has a more significant impact on the company perform-
ance.

As part of hypothesis validation, we investigated: (1) whether
there are statistically significant connections between core pro-
cess management activities and the performance of a company; (2)
whether the hypotheses are valid; (3) on which company perform-
ance indicators is there a statistically significant impact (RoA, ROE,
EVA, BON); (4) which core process management activity has the most
significant impact on the performance of a company; (5) how strong
these connections are (weak, strong), and; (6) what the direction of
the connections is (positive, negative).

Research Methodology
DATA COLLECTING METHODOLOGY

We used an online questionnaire to collect the data. We developed it
with the assistance of reviewing the literature in the theoretical part
of the research.

The questionnaire was comprised of several thematic sections.
The questionnaire was made up of closed-ended questions. In terms
of the nature of the questions, we included questions of fact. Re-
spondents provided their degrees of agreement with the statements
made. In order to obtain answers as different as possible, we avoided
the possibility of providing ‘yes’ or ‘no” answers. We used a six-point
Likert scale to avoid responses falling into the middle of the scale
(Easterby-Smith, Thorpe, and Lowe 2007, 166).
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Within the context of hypothesis testing (11, H2, H3, H4), We de-
veloped a set of statements that relate to the interest and instru-
mental aspects of the activities of planning, organizing, leading, and
controlling core processes. The statements were developed based on
a study of the literature and resources, as well as the findings in the
previous chapters of the theoretical part of the research.

A Likert scale was added to each of the claims and was included in
the questionnaire with descriptions as well as instructions for com-
pletion, which represents our measuring instrument for the factor
‘The management of core processes.” The indicator of influence was
the estimated degree of agreement by the respondents to each claim.

In our case, the performance of sMEs was measured comprehen-
sively with all the hypotheses (a1, H2, H3, H4) using secondary data
(ROA, ROE, EVA, and BoN). We included a time period for the last
five years of business. We used the ¢vin Business Database to ob-
tain company performance data, which is a public online database
for the operations of companies and provides a comprehensive in-
sight into the position of companies on the Slovenian market (see
http://www2.gvin.com).

VALIDATION OF THE QUESTIONNAIRE

The measuring instrument was developed through a review of the
literature in the theoretical part of the research. The reliability of the
questionnaire was verified using the Cronbach alpha (a) coefficient,
which is intended to measure the internal consistency of the measur-
ing instrument (Easterby-Smith, Thorpe, and Lowe 2007, 166). The
questionnaire was further pre-tested in an academic setting before
being sent to the companies.

RESEARCH POPULATION AND SAMPLE

The target population in our survey were sMEs, which at the time
of our survey on 11th of January 2017 were in the public database
of business entities with headquarters in the Republic of Slovenia
(aAjPES database).

Sole proprietor companies were also included in the research,
private limited companies, unlimited liability companies, and joint-
stock companies. We did not include companies in liquidation, bank-
ruptcy, or compulsory settlement.

In the database of collected questionnaires, a sample of 163 ques-
tionnaires from companies with all completed answers remained, in-
cluding the names of the said companies. Of those, 73 were small
companies (44.8%), and 90 (55.2%) were medium-sized companies.
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Given the sample framework of 3,007 companies, this represents a
5.42% response rate, which is a similar response to similar research
in the region (Hernaus, Peji¢ Bach, and Bosilj Vuksic¢ 2012; Hernaus,
Bosilj-Vuksi¢, and Indihar-Stemberger 2016).

DATA ANALYSIS

Within the framework of statistical processing of the collected data
in the empirical part, we used as a central method the Structural
Equation Modelling, in which we used correlation analysis, multi-
ple regression analysis, and exploratory factor analysis. We used the
SPSS programme (version 24.00).

We analysed the connections and performed the relationship (cor-
relation) between variables or assertions within a factor, which we
call a factor in the statistical analysis phase, is analysed and pre-
sented with the assistance of Kaiser-Maier-Olkin Test (kmo0) and
Bartlett’s test.

Based on the results, we provided an estimate as to the validity of
the connections and the influences in our theoretical model (figure

1).

Results
DEMOGRAPHIC DATA

First, we will present the information provided by the respondents
about the companies where they are employed. Table 1 shows that
the most significant number of companies (37.4%) is engaged in
manufacturing, while the second most frequently represented in-
dustry (10.4%) in which businesses operate is trade and maintenance
of motor vehicles.

Table 2 shows that, relative to the average number of employ-
ees in companies in 2016, a more significant proportion (55.2% are
medium-sized enterprises, while the remaining (44.8%) are repre-
sented by small companies (table 2).

For manufacturing companies, of which are the most common
in our sample, we see that these are assembly companies, semi-
finished products for other companies (80%), and are connected to
a supply chain of more companies. 20% of manufacturing companies
are those that produce finished products and sell them to the final
consumers (buyers). This is important for the further interpretation
of results in the empirical part of the research.

Table 3 shows that 35.0% of the respondents in companies perform
the function of director or manager of the business function, 27.0%
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TABLE 1 The Industry in Which the Company Operates

Industry f %
Agriculture and hunting, forestry and fishing 10 6.1
Manufacturing industry (manufacturing, etc.) 61 37.4
The supply of electricity, gas, and steam 1.2
The supply of water, waste management, and remediation activities 3.7
Construction business 11 6.7
Trade, maintenance and the maintenance of motor vehicles 17  10.4
Transport and storage services 7 4.3
Hotels and restaurants 2 1.2
Information and communication activities 7 4.3
Professional, scientific and technical activities 9 5.5
Other miscellaneous activities (consulting, etc.) 2 1.2
Education 2 1.2
Health and social work activities 2 1.2
Other 25 15.3
Total 163 100.0
TABLE 2 Average Number of Employees

Average number of employees f %
10 to 49 (small companies) 73 44.8
50 to 249 (medium size companies) 90 55.2
Total 163 100.0

are ceO’s, 7.4% of the respondents perform the function of process
administrators, 4.3% are the process improvement project managers,
and 2.5% of respondents hold the position of Technical Directors (ta-

ble 3).

As many as 23.9% of the respondents did not perform any of the
functions they provide but are mostly employed as team members

and project assistants.

TABLE 3 Current Respondent Function in the Company

Function f %
General Manager 44  27.0
Technical Director 4 2.5
Director, or head of a business function (unit, department, sector) 57  35.0
Process Owner 12 7.4
Process Improvement Project Manager 7 4.3
Other 39 23.9
Total 163 100.0
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TABLE 4 Type of Core Business Process

Type of core process f %
Purchase of goods and services 13 8.0
The development of new, improv. of existing products/services 44 27.0
Product manufacture 43 26.4
Product marketing 24  14.7
Executing/marketing of services 22  13.5
Logistics/delivery 8 4.9
Service/after-sales services 6 3.7
Other 3 1.8
Total 163 100.0

MANAGEMENT OF CORE PROCESSES

In this section, we will present the results of the core set of the
survey questionnaire, where we asked respondents for core process
management activities that, in our relationship model (figure 1), rep-
resent one of the activities that we assumed to affect company per-
formance.

We present the results of the type of core processes in the compa-
nies in our sample in table 4.

Table 4 shows that the majority of respondents (27.0%) identified
the development of new products and the improvement of existing
products or services as the core process of the company, 26.4% of re-
spondents identified the production of products, 14.7% identified the
marketing of products as the core process of the company marketing
of products, 13.5% for the implementation or marketing of services,
8.0% of respondents defined the purchase of goods or services as the
core process, 4.9% of the respondents said logistics or rather deliv-
ery and 3.7% of the respondents said services or after-sales services.
1.8% of the respondents could not place the core process in the com-
pany among the given types, but they describe their company’s core
process as distribution, public utilities, and call centre services.

We then focused on core business process management activities
(interest and instrumental aspects).

VALIDATION OF THE THEORETICAL MODEL

According to our developed model of links (figure 1), for the factor
‘Management of core processes,” which covers the fields of interest
and instrumental activities, we first checked whether the individual
claims within each area were sufficiently linked for the factor analy-
sis to make sense. We also checked the internal consistency (reliabil-
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ity or repeatability) of results with similar data as measured by the
Cronbach alpha parameter. We present the results of the associa-
tion between interest and instrumental aspects (Pearson correlation
coefficient).

For our example, we used the Phanny correlation coefficient
(2009) to measure attitudes (statements) with the Pearson corre-
lation coefficient: (from —1.0 to —0.8 very strong negative correlation;
from 0.081 to —0.60 strong negative correlation; from —-0.59 to —0.4
medium negative correlation; —0.39 to o weak negative correlation;
0 means no correlation; 0.01 to 0.39 weak positive correlation; 0.4 to
0.59 medium positive correlation; 0.6 to 0.80 strong positive correla-
tion; from 0.81 to 1 a very strong positive correlation (Phanny 2009).
Based on our method of measuring claims, we estimate that this
scale is sufficiently accurate (intervals sufficiently detailed). We also
separately checked the statistical significance of the association be-
tween the claims, which is denoted by an asterisk (*). This shows us
the degree of connectivity. If the degree of connectivity is less than
or equal to o0.05, the relationship is statistically significant (there is
an interaction). The following is the presentation of the results of
the analysis of the factor ‘Management of core processes,” which
covers the field of interest and instrumental activities of planning,
organizing, leading, and controlling the core processes.

Planning as an Activity of the Management of Core
Processes

The interest and instrumental aspects of planning the core processes
in our model of connections are an integral part of the factor ‘Man-
agement of core processes,” which, based on the researched litera-
ture and the findings in the theoretical part, we assumed to have an
influence on the dependent variable, that is, company performance
(figure 1). As can be seen, the connections are positive and are of
medium strength (table 5).

Organizing, As a Management Activity of Core Processes

The results show that there is a connection between the interest and
instrumental aspects of organizing, perceived primarily between the
first exposed aspect of planning (formalisation) and all elements of
integration (table 6).

Mentioned connections are positive and weakly strong. The re-
sults show that companies have placed the most significant empha-
sis on networking in relation to only one exposed aspect of regu-
lation, which is indicated by the statement ‘Relationships between
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TABLE 5 Core Process Management Factor: The Relationship between Interest
and Instrumental Aspects of Planning

Interest aspect Instrumental aspect

(1) (2) (3) (4)
When designing changes to the core process, 0.413* 0.151 -0.098 0.115
we take into account the business strategy of
the company.

When planning changes to the core process, 0.423* 0.111  -0.097 0.091
we are focused on the growth and develop-
ment of the company over the long run.

We involve influential participants in design- 0.294* 0.053 -0.167* -0.029
ing changes to the core process.

When designing changes to the core process, 0.319* 0.064 -0.145 —0.102
we are focused on customer value.

NoTES Column headings are as follows: (1) when planning changes to the core pro-
cess, the emphasis is on efficiency, (2) when planning changes to the core process, we
emphasize immediate financial effects, (3) planning for changes to the core process
takes place from top to bottom, (4) planning for changes to the core process takes
place exclusively through formal meetings. * Statistically significant correlations at
the feature level, smaller or equal, are indicated o.05 (checked separately).

TABLE 6 Core Process Management Factor: Relationship between Interest
and Instrumental Aspects of Organizing

Interest aspect Instrumental aspect

(1) (2) (3) (4)
Changes to the core process are developed 0.370* 0.046 —0.065 —0.252*
through the integration of participants (sup-
pliers, employees, customers).

The participants in the changes to the core 0.450* 0.114 0.118 -0.051
process are connected with the assistance of
the project method of work.

*

In making changes to the core process, par- 0.348* 0.037 -0.043 -—0.155
ticipants are connected in a manner that

allows us to maximize the value of prod-

ucts/services for the customer.

With participants, we are connected in a 0.325* 0.060 -0.055 -0.185*
manner that allows us to communicate
quickly and respond to changes.

NoTES Column headings are as follows: (1) the relations between participants in the
changes to the core process are precisely and formally determined by regulations and
rules, (2) the company gives priority to rules and procedures when handling matters
related to changes to the core process, (3) in the company, there are many hierarchi-
cal levels between management and the executors of the core process at the opera-
tional level, (4) functional departments and their managers limit our ability to change
the core process. * Statistically significant correlations at the feature level, smaller or
equal, are indicated o0.05 (checked separately).

MANAGEMENT - VOLUME 14



Core Business Process Management and Company Performance

TABLE 7 Core Process Management Factor: Relationship between Interest
and Instrumental Aspects of Leading

Interest aspect Instrumental aspect

(1) (2) 3) (4)

We regularly involve process contractors in -0.448* -0.523* -0.554* -0.502
changing the core process.

*

*

We regularly involve our customers in chang-  -0.249* -0.265* -0.242* -0.297
ing the core process.

*

We regularly involve our suppliers in chang- -0.230* -0.256* -0.234* -0.270
ing the core process.

*

Middle management is the key to successfully -0.181* -0.201* -0.166* -0.170
introducing changes to the core process.

NOoTES Column headings are as follows: (1) contributors (process providers) do
not co-decide when introducing changes to the core process, (2) when introducing
changes to the core process, the authoritarian (commanding) leading of employees
prevails, (3) when introducing changes to the core process, we often only follow
the interests of the owner and managers in the short term, (4) the introduction of
change into the core process is slow due to centralized management decision mak-
ing. * Statistically significant correlations at the feature level, smaller or equal, are
indicated o.05 (checked separately).

participants in changes to the core process are precisely and for-
mally defined by regulations and rules.” A weakly negative but sta-
tistically significant correlation can also be detected between the
claim ‘Changes to the core process are developed with the assis-
tance of linking participants (suppliers, employees, customers)’ and
the claim ‘Functional departments and their managers limit our abil-
ity to change the core process.’

Leading as an Activity of the Management of Core
Processes

The results show that there is a correlation between the interest
and instrumental aspects of leading, perceived primarily between
the first exposed aspect of leading, which is indicated by the claim
“We regularly involve process contractors in changing the core pro-
cess,” and all aspects of management. The links are medium-strong
and negative. They are also statistically significant. It is also inter-
esting that all connections are negative. This means an inverse pro-
portional connection (table 7).

The strongest negative link emerged between the selected interest
aspect of leading in the claim “When changing the core process, we
regularly involve process providers’ and with two claims that charac-
terize the instrumental aspect, the management which reads: ‘In in-
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TABLE 8 Core Process Management Factor: Relationship between Interest
and Instrumental Aspects of Controlling

Interest aspect Instrumental aspect

(1) (2) (3) (4)

The success of changes to the core process is 0.475% 0.460* 0.261* 0.010
judged through learning, growth, and devel-

opment of the company (benefits in the long

run).

The success of changes to the core process is 0.363* 0.450* 0.228* -0.014
judged through the benefits to the customer.

The success of changes to the core process is 0.484* -0.558* 0.362* 0.095
judged by the technological advancement of

the company:.

The success of changes to the core process is 0.285*% 0.319* 0.268* 0.077
judged through the benefits of long-term en-

gagement with suppliers.

NoTES Column headings are as follows: (1) the success of changes to the core pro-
cess is measured with the assistance of clearly defined indicators, (2) the success of
changes to the core process is measured with the assistance of clearly defined indica-
tors, (3) the success of changes to the core process is measured with the assistance of
clearly defined indicators, (4) the success of changes to the core process is measured
with the assistance of clearly defined indicators. * Statistically significant correlations
at the feature level, smaller or equal, are indicated 0.05 (checked separately).

troducing changes to the core process, the authoritarian (command)
management of employees prevails’ and ‘In introducing changes to
the core process, we often only follow the interests of the owner and
managers in the short term.’

Controlling as an Activity of the Management of Core
Processes

The results show that the correlation between interest and instru-
mental aspects of controlling planning can be detected primarily be-
tween the first and second exposed aspects of measurement and the
first three aspects of judgement (table 8).

The links are medium-strong and positive, with the exception of
one link (-0.014), which is not statistically significant. We observe
the most influential positive associations between the second mea-
surement claim and all judgement claims.

The strongest statistically significant correlation (0.558) was shown
during the third claim judgement, which reads ‘The success of
changes to the core process is judged through the technological ad-
vancement of the company,” and the second assertion of measure-
ment, which reads ‘The success of changes to the core process is
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TABLE 9 Summary of Hypothesis Testing Findings

Hypothesis Confirmation  Type of influence

H1 Yes The interest aspect of planning has a positive
impact on ROA.

H2 Yes The interest aspect of organizing has a positive
effect on Eva.

H3 Yes The interest aspect of leading has a positive
effect on Eva and BON.

HY4 Yes The instrumental aspect of controlling has a
positive effect on ROE.

measured by clearly set indicators.” The connection can be justified
based on the lessons learned from the theoretical part of the the-
sis. Measurement is the foundation of management. What we do not
measure cannot be managed. Measurement in the field of introduc-
ing change into processes refers to their effectiveness before and
after the change, which is usually measured by the productivity of
work, resources, or sources. This is related to investments in new
technologies, the computerisation of processes, and other solutions
that help us to be more efficient.

Summary of Hypothesis Validation

Our assumptions, based on theory and available literature, have
been confirmed. At the beginning of the research, we set up a the-
oretical model (figure 1), which was our guide in the design of the
questionnaire and hypothesis testing (1, 2, 3, 4). The results of the
hypothesis validation are summarised in table g.

Discussion and Implications

Based on the established model of connections (figure 1), and the
basis of the results of the performed analyses presented in the em-
pirical part of the research, we propose the following implications
for the performance of companies.

The research confirmed that some interest aspects, more than
some instrumental aspects of the activities of core process manage-
ment, affect the performance of a company. In the following, based
on the above, we present the implications for the better performance
of companies in practice.

One of the key capabilities of high performance organizations is
to appropriately integrate the interest and instrumental activities of
core process management into changes in core processes.
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The research confirmed that the interest aspect of planning as an
activity of core process management, in comparison to the instru-
mental aspect of planning, has a more significant impact on the com-
pany performance. The effect is positive and affects the performance
of the company via rRoa. Companies should involve as many key par-
ticipants as possible (suppliers, employees, customers, and others)
in planning changes to core processes, while firmly abiding by the
business strategy of the company.

In the research, we confirmed that the interest aspect of orga-
nizing as an activity of core process management, in comparison
to the instrumental aspect of organizing, has a more significant im-
pact on the company performance. The effect is positive and affects
the performance of the company via the Eva indicator. The most
significant impact on the performance of companies was observed
in the field of connecting participants (suppliers, employees, cus-
tomers, and others) with the method of work of the project. Compa-
nies should involve the participants, as mentioned earlier, as much
as possible in projects that change core processes. Processes can al-
ways be changed (optimized, innovated) for the better with the assis-
tance of the resources and knowledge, held by suppliers, employees,
and customers.

In the research, we confirmed that the interest aspect of leading
as an activity of core process management in comparison with the
instrumental aspect of leading, has a more significant impact on the
company performance. The effect is positive and influences the per-
formance of the company via the EvAa and Bon indicators. The effect
on the performance of the company (Eva) has been identified in the
field of including suppliers in changes to core processes. Processes
can be optimized through the knowledge, experience, core capabili-
ties, and resources of our suppliers.

The impact on the performance of a company (BoN) has been iden-
tified in the area involving middle management in changes to core
processes. The introduction of change in companies should be sup-
ported by professionally trained middle management, who should
act as the promoter of the process manner of thinking, on the one
hand, representing the interests of the company, while at the same
time, the interests of customers or users. Middle management should
be the liaison between the operational level (process facilitators) and
the management of the company.

On the management side of the company, there should be a com-
mitment to find or train, motivate and retain middle management
in the company by allowing them time for expert project teamwork
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in the field of process improvement and professional development.

In the research, we confirmed that the instrumental aspect of con-
trolling as an activity of core process management has a more signif-
icant impact on the company performance. The effect is positive and
affects the performance of the company via the roE indicator. The
effect on company performance (ROE) was identified in measuring
the success of changes to the core process, in which it was shown that
companies would be more successful if the process changes have an
immediate and positive financial impact on the business. A higher
ROE means a higher return on investment (e.g., into the technologi-
cal modernisation of equipment in processes). From a broader per-
spective, the orientation for businesses is to set clear benchmarks
for changes to core processes for measuring the effects of changes
on business. Process changes should be based on strategic orienta-
tions as well as defined and measurable company goals.

Limitations of the Research

The limitations of the research can be divided into substantive and
methodological ones. The substantive limitations come from the def-
inition of a narrower field of research, that is, the management of
core processes. Based on the identified research problem, we high-
lighted the following substantive limitations of the research:

* We are limited in substance to the study of core processes in
companies.

* We have limited ourselves to sMEs in the Republic of Slovenia
that existed on 11th of January 2017 in the Public Business Entity
Database (AjPES) registered as going concerns.

* In the research, with respect to the legal status form, we in-
cluded sole proprietors, limited liability companies, unlimited
liability companies, and joint-stock companies. By not limiting
the legal status, the company database would also cover vari-
ous public agencies, courts, administrative units, etc. that were
not the target population. We also did not include companies in
bankruptcy, liquidation, or composition.

* The limitation represents the framework for the research. In
terms of content, the activity of management of core processes,
which covers the interest and instrumental activities of the man-
agement of core processes, was captured in the model of influ-
ence on company performance.

* Company performance was measured by selected financial indi-
cators (ROA, ROE), the operational indicator (va), and the com-
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prehensive performance indicator of companies (Bon). These
indicators were selected based on the literature reviewed in the
theoretical part of the research.

The methodological limitations refer to the research methods used
in the empirical part of the research:

* The limitation of the survey is the measuring instrument. We
used a quantitative method of data collection with the assistance
of a closed-ended online questionnaire.

* A limitation is the sample of 163 companies, from which we re-
ceived duly completed survey questionnaires.

* The respondents completed the survey voluntarily. They volun-
tarily entrusted us with their company’s name, which was a pre-
requisite for successfully obtaining data from publicly available
company performance databases (RoA, ROE, EVA, BON).

* The anonymity of the survey was ensured by not disclosing the
names of the respondents, company names, or trade secrets. The
data were processed in aggregate (together in average values)
and in interpretation are not related to any individual company
or respondent.

Future Studies

Based on the set-theoretical model and the design of the empirical
part of the research as well as the results, we see opportunities for
further research in the following direction:

1. Conducting periodic surveys for the purpose of comparative
studies for the same population of companies by gathering data
on core processes and performance anew for a later period of
time. We could also re-compile company performance data and
investigate how the state, in the area of core process manage-
ment, with a time lag, influences the performance of companies.
This makes sense as changes in the areas of processes of com-
pany performance are only reflected over time.

2. The survey could be carried out separately for manufacturing
companies and separately for service companies.

3. We could also include other performance-impacting factors into
the model that we have not covered so far (e.g., business own-
ership, product type/service, strategy towards competitors, and
others), as well as research their impact on the performance of
companies.
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4. Comparable studies could be carried out in similar transition
economies, such as Slovenia, for example, Croatia, Serbia, Slo-
vakia, Hungary, and the Czech Republic. For all these larger
economies listed, the sample size could significantly exceed
the sample in our study This would add weight and provide
a greater generalization of the research findings.

5. All of the above could be repeated in large companies, which are
not currently included in this survey. In them, we have to deal
with a greater division of work, different organization, deeper
organizational structures, stronger positions on the market (e.g.,
against suppliers, customers), and we estimate that the survey
would show mixed results.

We believe that the proposals for further research are entirely
achievable. The designed model is universal. This means that it is
not bound to a specific industry or one type of company; it covers
comprehensive data on the management of core processes, includes
opinions and facts, measures the performance of companies: finan-
cially, operationally, and comprehensively and covers a time dimen-
sion (multi-year periods). The designed model could be used in dif-
ferent economies and industries. Findings from repeated research
can also help us in the future to improve company performance.
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