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Abstract: A paper deals with aspects of business performance and its connection with a goal-setting. The authors use the
preliminary results of research among selected Slovak companies. It is assumed that there is a significant and positive
association between goal-setting and business success. The questionnaires were spread into a 100 Slovak companies, while
68 out of them were appropriate to be a part of the calculations. A logistic regression with two approaches was used to
obtain the results. The first approach refers to a categorical binary dependent variable, the second one to a categorical
binary all three variables (dependent and two independent). The research (according to a Nagelkerke statistic as well as
Wald statistic) provides the authors with the results that neither any individual parameter (current situation regarding the
goals and goal-setting in a particular company and the time aspect of a goal-setting) nor their interactions have statistically
significant impact on the company’s success. However, the authors conclude that business objectives (goals) are an
instrument for business performance management and, in case of individual’s performance; the relation between goal-
setting and performance (even in the context of Slovak Republic) probably does exist.
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1. THEORETICAL FRAMEWORK (INCLUDING
INTRODUCTION)

The performance has been an object of interest of
successful (not only) companies, theorists and practitioners
for the long time. A literature presents theories in this field
of interest, however the terminology is inconsistent. It is still
very difficult to find one stable and common definition or
generally usable theory. The terms “performance”,
“competitiveness”, “successfulness” have been bound,
interchanged or used as the synonyms, what we consider as
logical (we believe that the company which has a high
performance is the one which is successful on the market).
The purpose of this article is to provide the theoretical
background on the term performance and to discover if
there is any association between the goal-setting and
business performance (in our situation it is a success). The
performance is the amount of work performed within a
specified time unit. Business process management is the
scientific field which has been attracting attention of
researchers for long time. More than a decade ago,
performance management was defined as “the cyclical,
year-round process in which managers and employees work
together on setting expectations, coaching and feedback,
reviewing results and rewarding performance” [5, p. 17].
C. E. J. Hartel et. al. [6, p. 18] are referring to performance
management as “the management of organisational and
employee performance or as an integration between the
two. It can be seen as a collective range of activities
conducted by an organisation aimed at enhancing individual
group performance with the overarching purpose of
improving organisational performance in the long term.”
E. Lawler and M. McDermott [17, p. 49] mentioned:
“Establishing an effective performance management system
is a major challenge for most organizations. It has been a
key topic in the human resources management literature for

decades.” Authors B.Andersen, B. Henriksen and
W. Aarseth [1] argue that they have been active within the
fields such as business strategy development, performance
measurement and so on for several years, but they do not
know of any generally agreed-upon definition of
“performance management”. In the literature, we can find
some definitions as, e.g. the performance management is
actively monitoring the organization’s performance levels to
continuously improve. Authors then conclude that
performance management, as a term, has not been well
defined yet. We agree with that statement, as we
mentioned, in this field of interest the terms (performance,
successfullness, competitiveness and so on) have been
bound, interchanged or used as the synonyms. The goal is a
specific value, which someone strives to achieve. It is a
specific output of certain activity, to which a person or a
system is heading. “Goal setting is one of the most
thoroughly researched areas in management and
organizational environments. Findings have consistently
demonstrated that specific, difficult, and self-generated
goals have more beneficial effects on performance than do
easy goals, no goals, or “do your best” goals” [19, p. 257]. In
this article, we have to mention one significant theory that
has been used to demonstrate the relationship between
goal-setting and performance. E. A. Locke’s theory of goal-
setting (first published in 1968) deals with the relationship
between conscious goals or intentions and task
performance. His work has been reviewed and updated by
many theorists in order to verify the results not only in the
strictly controlled environment (as it was in Locke’s
experiments). “The basic premise of the theory is that
individual’s conscious intentions regulate his actions. Goals
that are assigned to a person have an effect on behaviour
only to the degree that they are consciously accepted by the
person. This theory was based on a series of well-controlled
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laboratory experiments with college students who had
performed relatively simple tasks for short periods of time.
Locke although cited a large number of laboratory studies in
support of his theory” [14, p. 824]. Authors reviewed 27
published and unpublished reports of field research in order
to concerning with evaluating the practical feasibility of
goal-setting as well as with evaluating Locke’s theory. The
organizational research reviewed in the article provided
strong support for Locke’s propositions that specific goals
increase performance and, that difficult goals - if accepted -
result in better performance than do easy goals. Many
authors have been handling the issues related to
performance and its connection with goals. Authors G.
Latham and T. Steele [16, p. 406] studied the motivational
effects of participation versus goal-setting on performance.
The hypothesis was that goal-setting would result in higher
performance than urging people to do their best and that
participative decision making in work strategy would result
in greater performance than telling people what to do.
72 college students participated in the study. Participation
affects performance only to the extent that it affects goal
difficulty [15]. Authors B. Medlin and K. Green [11] stated,
that goal-setting had been explored in terms of both
motivational impact toward improving performance and as
being integral parts of management systems or processes
designed to improve performance. Thez mentioned
numerous studies which had pointed to the impact of goal-
setting on employee performance. The results were not
surprising, so all the stated hypotheses were supported.
Organizational goal-setting is a significant, positive predictor
of employee engagement, as well as employee engagement
is a significant, positive predictor of employee optimism and
then individual optimism is a significant, positive predictor
of employee performance. According to B. Medlin and K.
Green [11], improving individual performance of workers is
a critical challenge for all managers. Research indicated that
high levels of optimism can lead to an improved
performance of employees. In another article, B. Medlin and
K. Green [12] concluded that goal-setting had led to
engaged employees, engaged employees had exhibited
higher levels of workplace optimism and higher levels of
workplace optimism had improved the individual
performance of an organization’s employees. Authors
O.F.Lee, J. A. Tan and R.Javalgi [18] posited goal
orientation as an effective predictor of organizational
commitment and they suggested such a relationship had a
direct influence on employees’ attitude (job satisfaction)
and behaviors (job performance). When individuals are
aware of goal-oriented action and are committed to
pursuing these actions, they are more likely to carry out
these behaviors. E.A.Locke and G. P. Latham [20]
recognized that if there was no commitment, goal by itself
would have no motivational effect to carry out
performance. Then P. A. Heslin, J. B. Carson, D. Vandewalle
[7, p. 1] stated, that “specific challenging goals do not,
however, necessarily lead to such desirable personal and
organizational outcomes”. Moreover, this statement is
supported by J. A. Pearce, E. B. Freeman and R. B. Robinson
[21]. They mentioned that the relationship between formal
strategic planning and performance is controversial,
problematic and unclarified topic. The authors dealt with
the relationship between goal-setting and business

performance. The research had not demonstrated the
relations between planning process and financial
performance of an enterprise. Even though, it is still unclear,
if and how the goal-setting influences the performance. In
the literature, there is a lot of other articles and studies
dealing with performance and the factors which impact it:
employees training and motivaton [10]; HR management in
general or with emphasis on HR department [3]; employees
engagement and commitment [9], [13]; aging and age
diversity [2] etc. In addition, some other studies could be
helpful to get into the topic: [8], [4], [22] and [23].

2. SCIENTIFIC AIM, METHODOLOGY/METHODS

The scientific aim of this paper is to describe the aspects
of business success (as a synonym for company’s
performance) and its connection with goal-setting. In the
paper, we present the preliminary results of research,
focusing on the goal-setting in terms of Slovak companies.
We try to confirm the hypothesis that there is a significant
dependency between business success and some selected
variables (especially goals and goal-setting). The research “A
goal-setting as a condition for business success” was been
conducted from February to May 2013 and included 100
companies from the Slovak Republic. This activity should be
presented as a preliminaries for the next research, which
will help to look into the topic more complex and widely.
Our questionnaire consisted of 8 questions in order to
discover the present situation in the goal-setting in Slovak
companies and the interconnection between goal-setting
and business success. We used the classifying data such as
industry, region, size and legal form. The responses, we
received, expressed the subjective opinions of the
respondents (a company or a person representing a
company), where all those persons belonged to the middle
or top-management of the company. Out of all 100
questionnaires, which were spread into companies in
Slovakia, only 68 were appropriate to be a part of our
calculations (the respondents had fulfilled all the answers
which were needed). In the next part of the article, we offer
only preliminary and partial results of the research, while
the classification data were not taken into the
consideration. Due to lack of space for presenting the
overall results in the paper, we decided to show the partial
results that could be considered, in our opinion, as the key
results in looking for “goals-company’s success” relations.

We have used the input data of three types: one
dependent variable and two independent variables.

The first type of data expresses a measure of a
company’s success in the market environment and is
considered as a dependent (explained) variable. It is
classified as a nominal (categorical) binary variable, where
the possible categories (category membership) of this
variable are only “yes” (i.e. company is successful) or “no”
(i.e. unsuccessful). Mathematically described, a letter “S”
(Success) stands for this variable.

The second type of data, an independent variable,
expresses the current situation regarding the goal-setting in
a particular company (the level of company’s identification
with a set of 8 statements). The variable is considered as a
continuous variable, where its values are expressed in
percentage and can range from 0 % to 100 %. The result
value (the current situation in the field of goal-setting in a



MARCELA KOVALOVA — LADISLAV KULCAR | 49

Business Objectives as an Instrument for Business Performance Management

particular company), has been calculated by averaging the
several input percentages, which had been obtained as the
responses for the questions (8 statements in order to
uncover the current situation, including the goals’
attainability, understandability, feedback etc.). A letter “G”
(Goals) stands for this variable.

The third type of data, independent variable, represents
the time aspect in goal-setting. This variable is considered a
continuous one and range between 1 and 3, where the
value 1 represents short-term goal-setting, value 2 medium-
term goal-setting and value 3 a long-term goal-setting. The
values of this variable were calculated by averaging the
primary data assigned separately for three levels of goals
(top-management/strategic goals, goals of subordinate
units/tactical goals and goals of individuals/operative goals).
The letter “T” (Time) stands for this variable in
mathematical expressions and formulas. By elaborating the
data, we assume that the number of positive answers
regarding the company’s success — S (the option “yes”)
depends on the measure of independent variable G and T
and is directly proportional. The mathematical model of the
association can be expressed as follows:

S=p,+BG+AT, (1)

where fi stands for regression coefficients and G and T for
independent variables.

This formula is a form of linear multiple regression. The
traditional approach to linear regression is referred to as
ordinary least squares (OLS) regression and this regression
assumes that all the dependent and independent variables
are countinuous. Because of the dependent variable S being
considered as the binary categorical variable, we must
modify the formula (1) into the logistic regression in this
way:

logit(odds) = logiit (p) = In(ﬁj: B+ G+ BT (2)
where probability p and the odds are both measures of
likelihood, they are exactly related and defined in the same
context - an experiment of chance. The odds suffers from
asymmetry of range: the probability value of 0.5 refers to
the odds of 1, the probability values between 0 and 0.5
refer to the odds between 0 and 1 and for the probability
values between 0.5 and 1, the odds values range between 1
and infinity.

In the next approach, we will consider all three variables
-5, Gand T - as binary categorical variables. The variable S is
still a binary categorical variable. The values are divided into
two categories: “successful company” and “unsuccessful
company”. We transformed variables Gand T from
continuous variable to binary categorical one just with two
categories (,,low” and ,high“) in the following way: category
Jlow”  for Gor T - value was assigned to all original
continuous values lower than median, category ,high” for
Gor T - value was assigned to all the original continuous
values equal or greater than median. The median was
chosen as a cut-off value because the continuous variables
displayed neither normal/uniform nor symmetrical
distribution of their values.

3. RESEARCH FINDINGS

The SPSS 19 statistical package provided us with the
following results. Estimations had terminated at iteration

number 3. From the iteration history at steps 0 and 1, the
clear convergence for the value of ,-2log likehood”, and the
constant value of coefficients can be concluded. It means,
the results are suitable for usage in the model, as it is shown
below.

The resulted model expressed in the logit equation had
the following form:

Logit (odds) = 1.029 — 0.009G — 0.044T (3)

From comparison of (3) and (2) formulas we can see that
the partial regression coefficients f/ and 2 have their
values near to 0. The values expressed by exp(fi) are: 0.991
and 0.957. For the 95 % confidence intervals, the values are
as follows: for 1 the values move from 0.960 (the lower
value) to 1.023 (the upper value), for 2 the values move
from 0.298 (the lower value) to 3.070 (the upper value).

The Nagelkerke statistic, which is the counterpart of the
determination coefficient r in OLS multiple regression,
equals 0.007. If a Nagelkerke statistic has a value of 0.5 or
greater, the association is large. According to the results we
have obtained (the statistic was lower than 0.5), there is
almost no association (or is very low) between the measure
of company’s success and the two independent variables
(the goal-setting and time aspect).

The Wald statistic tests regression coefficients for
significance and is distributed approximately as chi-square
on one degree of freedom. The significance of the Wald
statistic coefficient (p-values) for all usually accepted
significance levels (0.01; 0.05; 0.1) is too high (vary from
0.465 up to 0.941) for all three regression coefficients (see
the formula (3)). We conclude that the regression
coefficients are not statistically significant, which means
that neither goal (G) nor time (T) has affected the
company’s success (S), i.e. there is no variable of these two
considered ones which would significantly contribute to the
business success.

Afterwards, we have applied the approach of all three
binary variables, which provide us with very similar results.
Moreover, in this approach, we were looking for an
interaction between the independent variables (G and T).
The application of the logistic regression model improved
the classification accuracy from 59 only to 60 %, which is
negligible.

The resulted modified formula for included interaction
as seen below:

Logit (odds) = 0.134 — 0.740G — 0.827T + 1.210G.T (4)

According to the Wald statistic, for all 4 coefficients (see
the formula (4)), while their p-values ranged from 0.251 to
0.796, we can conclude that neither any individual
parameter nor their interactions have statistically significant
impact on the company’s success.

4. DISCUSSION

In the previous part of the paper, we described the
methodology we had used in the research and the findings
we had obtained. According to the Nagelkerke statistic, as
well as Wald statistic, we found out that there is no
significant association between dependent and independent
variables. In other words, there is no dependency between
goal-setting level (current situation in the field of goals and
goal-setting, expressed as “G”) and company’s success, just
as between time aspect (expressed as “T”) and company’s
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success, and moreover, there is no impact of their
interactions together on the company’s success. The
hypothesis we set in the beginning of the research has to be
rejected. Afterwards, we discuss the theories and studies
we have processed in the theoretical framework with the
findings, so we can make the conclusions and preliminaries
for the next research. The theoretical background showed,
relatively consistently, that specific, difficult and accepted
goals have the effects on the performance, rather than easy
goals, no goals or “do your best” goals do. We identified the
term performance with the term success, so we used the
term success instead of the term performance in our
research. We used the substitution of the terms because of
the fact that in the literature the terms have been bound,
interchanged or used as synonyms. We assumed that if the
company has a high performance there is no doubt it is
successful on the market (in the given conditions). In the
guestionnaire, we were looking for the answers (besides
other things), if the companies set goals and what is the
current situation in that field. According to the mentioned,
the research participants were asked, if the goals of a
particular company are specific and demanding enough.
However, as it is obvious, the relation between “current
situation regarding the goals and goal-setting” and
“success” in our sample does not exist. We have to point
out that the questions were not oriented on the employee
performance (individual performance). We cannot compare
the results of our research with the field studies which had
discovered the connection between the goal-setting (for
example as a significant and positive predictor of employee
engagemement) and the employee performance (as a part
of a company’s performance). We strongly agree with the
statements of the studies, e.g. [18], that goal orientation is
or could be the effective predictor of organizational
commitment and directly influences the attitudes and
behaviours of the employees, subsequently the
performance. We have to mention, that the overall
awareness of goal-orientation (and goals in general) can
lead to an improved performance of employees and
subsequently to improved company’s performance and
success. This requires the right people in the company, who
are not only aware, but motivated as well. As Locke and
Latham [18] recognized, if there is no commitment in the
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We assume that there are many root causes for the
results we had obtained (the causes of our calculations’
failing lay in or could be lying in the fact that):

- Many of the theories and studies, we found, are a series
of well-controlled laboratory experiments with a
number of college students who had performed
relatively simple tasks for short periods of time (and
including the fact, the students are probably not able to
represent the current situation in the companies — the
practice). However, the theory supported the
experiments by a large amount of studies and there is
still a space for discussions.

- The sample, we used, was too small and at the same
time too heterogenous (regarding the different
industries, legal forms, size and regions).

- The presented studies and theories were looking for the
relations in some specific, surroundings context, e.g.
there are many theories in that field of interest being
conducted in the area of North America or other
western countries.

- The performance is more complex and more difficult
topic as we expected. We tried to verify the hypothesis
based on the small amount of easy detectable, simple,
subjective parameters. This could have been the
problem and the successfulness of the company cannot
be then concluded. Probably it is not appropriate to
calculate the results in the form of binary variable
(“successful” or “unsuccessful”). In the next research we
have to focus on the successfulness of the company
which could be expressed as follows (by many levels,
degrees) — “successful”, “sufficiently successful”, “less
successful”, “unsuccessful”, “surviving” or “going
bankrupt”.

5. CONCLUSION

Business goals (objectives), in our opinion, are still an
instrument for business performance management. In case
of individual’s performance, there is still an assumption that
the relation between goal-setting and performance does
exist, even in the context of our area, and the goal-setting
could be the predictor of employee engagement and
subsequently of his/her performance.

[1] ANDERSEN, B., HENRIKSEN, B., AARSETH, W. 2006. Holistic performance management: an integrated framework. In
International Journal of Productivity and Performance Management, vol. 55, 2006, Nr. 1. ISSN 1741-0401, p. 61 —78.

[2] BACKES-GELLNER, U., VEEN, S. 2009. The Impact of Ageing and Age Diversity on Company Performance [online]. [cit. 2014-
10-20]. Available from: http://papers.ssrn.com/sol3/papers.cfm?abstract_id=1346895>

[3] BOSELIE, P.,

PAAUWE, J., JANSEN, P. 2000. Human Resource Management and Performance [online]. [cit. 2014-10-20].

Available from: http://papers.ssrn.com/sol3/papers.cfm?abstract_id=370845

[4] FRAYNE, C. A., GERINGER, J. M. 2000. Self-management training for improving job performance: A field experiment involving
salespeople. In Journal of Applied Psychology, vol. 85, 2000, Nr. 3. ISSN 0021-9010, p. 361 —372.

[S] CAMBPELL, R. B., GARFINKELL, L. M. 1996. Strategies for success. In GUNARATNE, K. A., PLESSIS, A. J. du, 2007. Performance
management system: a powerful tool to achieve organisational goals. In Journal of Global Business and Technology, vol. 3,

2007, Nr. 1, ISSN 1553-5495, p. 17-28.

[6] HARTEL, C. E. J., FUJIMOTO, Y., STRYBOSCH, V. E., FITZPATRICK, K. 2007. Human resource management. Transforming theory
into practice. In GUNARATNE, K. A., PLESSIS, A. J. du, 2007. Performance management system: a powerful tool to achieve
organisational goals. In Journal of Global Business and Technology, vol. 3, 2007, Nr. 1, ISSN 1553-5495, p. 17-28.

[7] HESLIN, P. A., CARSON, J.B., VANDEWALLE, D. 2008. Practical Applications of Goal Setting Theory to Performance
Management [online]. [cit. 2014-10-22] Available from: <http://papers.ssrn.com/sol3/papers.cfm?abstract_id=1275115>



MARCELA KOVALOVA — LADISLAV KULCAR | 51
Business Objectives as an Instrument for Business Performance Management

[8] HOLMES, T. 2004. Effects of Goal Setting on Job Performance. lllinois: Roosevelt University, 2004. 17 p. Available from
ProQuest Central; ProQuest Dissertations & Theses A&I. (305040558). Retrieved from http://search.proquest.com/
docview/305040558?accountid=17223.

[9] JONES, D. C., KATO, T. 2003. The effects of employee involvement on firm performance: evidence from an econometric case
study [online]. [cit. 2014-10-22]. Available from: <http://papers.ssrn.com/sol3/papers.cfm?abstract_id=445440>

[10] KHAN, M. I. 2012. The Impact of Training and Motivation on Performance of Employees [online]. In Business Review, vol. 7,
2012, Nr. 2. ISSN 1553-5827, p. 84-95 [cit. 2014-10-19]. Available from:
<http://papers.ssrn.com/sol3/papers.cfm?abstract_id=2206854>

[11] MEDLIN, B., GREEN, K. G. Jr. 2008. The Relationship Among Goal Setting, Optimism, and Engagement: The Impact on
Employee Performance. In Allied Academies International Conference, Proceedings of the Academy of Organizational
Culture, Communications and Conflict, vol. 13, 2008, Nr. 1, p. 51 —56.

[12] MEDLIN, B., GREEN, K. G. Jr. 2009. Enhancing performance through goal setting, engagement, and optimism. In Industrial
Management & Data Systems, vol. 109, 2009, Nr. 7, ISSN 0263-5577, p. 943 —956.

[13] LATHAM, G. P. 2001. The importance of understanding and changing employee outcome expectancies for gaining
commitment to an organizational goal. In Personnel Psychology, vol. 54, 2001, Nr. 3, ISSN 1744-6570, p. 707 — 716.

[14] LATHAM, G. P., YUKL, G. A. 1986. A Review of Research on the Application of Goal Setting in Organizations. In Academy of
Management Journal, vol. 18, 1975, Nr. 4. ISSN 1948-0989, p. 824 — 845.

[15] LATHAM, G. P., MITCHELL, T. R., DOSSETT, D. L. 1978. The importance of participative goal setting and anticipating rewards on
goal difficulty and job performance. In LATHAM, G. P., STEELE, T. P. 1986. The Motivational Effects of Participation versus
Goal Setting on Performance. In Academy of Management Journal, vol. 26, 1983, Nr. 3. ISSN 1948-0989, p. 406 —417.

[16] LATHAM, G. P., STEELE, T. P. 1986. The Motivational Effects of Participation versus Goal Setting on Performance. In Academy
of Management Journal, vol. 26, 1983, Nr. 3. ISSN 1948-0989, p. 406 —417.

[17] LAWLER, E. E. Ill., MCDERMOTT, M. 2003. Current Performance Management Practices. Examining the Varying Impacts. In
WorldatWork Journal, vol. 12, 2003, Nr. 2, p. 49-60.

[18] LEE, O. F., TAN, J. A., JAVALGI. R. 2010. Goal orientation and organizational commitment. Individual difference predictors of
job performance. In International Journal of Organizational Analysis, vol. 18, 2010, Nr. 1. ISSN 1934-8835, p. 129 - 150.

[19] LOCKE, E. A, LATHAM, G. P. 1990. A theory of goal-setting and task performance. In MELLALIEU, S., HANTON, SH., O’BRIEN, M.
2006. The Effects of Goal Setting on Rugby Performance. In Journal of Applied Behavior Analysis, vol. 39, 2006, Nr. 2, ISSN
1938-3703, p. 257-261.

[20] LOCKE, E. A, LATHAM, G. P. 1990. A theory of goal-setting and task performance. In LEE, O. F., TAN, J. A,, JAVALGI. R. 2010.
Goal orientation and organizational commitment. Individual difference predictors of job performance. In International
Journal of Organizational Analysis, vol. 18, 2010, Nr. 1. ISSN 1934-8835, p. 129 - 150.

[21] PEARCE, J. A., FREEMAN, E. B., ROBINSON, R. B. 1987. The tenuous link between formal strategic planning and financial
performance. In FALSHAW, J. R., GLAISTER, K. W. 2006. Evidence on formal strategic planning and company performance. In
Management Decision, vol. 44, 2006, Nr. 1. ISSN 0025-1747, p. 9-30.

[22] PUNNETT, B. J., CORBIN, E., GREENIDGE, D. 2007. Assigned goals and task performance in a Caribbean context. Extending
management research to an emerging economy. In International Journal of Emerging Markets, vol. 2, 2007, Nr. 3. ISSN 1746-
8809, p. 215-235.

[23] SEUTS, G. H., LATHAM, G. P. 2000. The Effects of Goal Setting and Group Size on Performance in a Social Dilemma. In
Canadian Journal of Behaviourial Science, vol. 32, 2000, Nr. 2. ISSN 1879-2669, p. 104 —116.

Marcela KOVALOVA, Ing. PhD.

Ekonomicka fakulta UMB, Katedra ekonomiky a manazmentu podniku
Tajovského 10, 975 90 Banska Bystrica, Slovakia

e-mail: marcela.kovalova@umb.sk

Ladislav KULCAR, doc. RNDr. CSc.

Ekonomicka fakulta UMB, Institut manazérskych systémov EF UMB so sidlom v Poprade
Francisciho 910/8, 058 01 Poprad, Slovakia

e-mail: ladislav.kulcar@umb.sk



