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Abstract One of the greatest challenges facing advocates of the intellectual capital movement
is finding ways to measure and veport on its content and effect. Some consider the
measurement of human intellectual capital (HIC) to be a daunting exercise. At the same time,
mission statements represent the cornerstone of most organizational strategies. While much
research has been conducted on what the HIC construct might contain, none has attempted to
understand the link between mission statements and thetr impact on the HIC construct. The
tentative results reported in this study begin to fill the void They show that mission
statements may indeed have a valid place in the measurement and reporting of an
organization’s intellectual capital and they demonstrate the need for more rvesearch in this
regard.

An organization is more than the sum of its physical assets and, for years,
researchers and managers have struggled to find the concepts and words to
explain the gap between an organization’s market and book values. For a long
time, the notion of good will was the way the world (especially the accounting
world) dealt with this phenomenon. However, recently, the various
intangibles which make up the difference between market and book value are
now being identified, dissected and analyzed. The old notions which were
traditionally ascribed to goodwill (e.g. intellectual property rights, such as
patents, trademarks and the like) are no longer considered sufficient. What
has emerged is a rather robust new concept called intellectual capital which
now appears to be challenging (and intent on replacing) the rather monolithic
notion of goodwill. By better understanding, measuring and managing an
organization’s intellectual capital, managers now seem to have a tool which
allows them to create, nurture, control and sustain a formidable source of
competitive advantage — and one which is not easily replicated by
competitors.

While many definitions abound, most experts seem to agree that an
organization’s intellectual capital is best described in terms of three main
components (Bontis, 1999):

(1) Human Capital The collective knowledge, education, skills, attitudes
and experience(s) of a firm’s employees.

(2) Structural Capital. The collective (and often proprietary) routines,
systems, processes and information within an organization (including
its culture) that help — or hinder — employees in their pursuit of
organizational performance excellence.



(3) Relationship Capital. The value of relationships with those stakeholders
external to the organization, such as customers, suppliers and
regulatory agencies.

Much has been written about the need to measure and report on an
organization’s intellectual capital (Bontis, 1998; 2001). Attempts have also been
made to show its connection with various traditional performance measures.
For the most part, though, the measurement studies undertaken have tended to
argue only about which variables to include (Bontis ef al, 1999). Many
competing models now appear to exist (Bueno, 2001) and only a few have made
some tentative steps towards showing a link with organizational success.

The problem is that measurement is difficult (Bassi and Van Buren, 1999).
And, according to Bontis (1999), it is the human capital dimension which is the
most difficult to codify. As a result, two camps appear to be emerging. On the
one hand there are those, who take the position that there may never be an
answer to this dilemma. As Bontis (1999, p. 454) states:

Although its popularity is not disputed, it is important to be skeptical when anyone claims
that they have found the magical formula or calculation for intellectual capital. It will never
be measured in the traditional dollar values we know. At best we will see a slow proliferation
of customized metrics that will be disclosed in traditional financial statements as addendums.

While this may be true, there also appears to be a compelling competing view
that over time there will be some convergence in terms of a pool of metrics from
which organizations should draw — and even some which must be reported on
regardless of the industry, the company or its circumstances. As Bassi and Van
Buren (1999, p. 421) state:

.. .idiosyncratic or company-specific measurement systems developed in isolation from one
another will do little to create widely accepted measurement methods that are robust enough
to be adopted across the diverse set of organizations moving forward into the knowledge era.
We believe that greater strides can be made by collective endeavors on the topic of intellectual
capital measurement. (We need) to provide companies with the opportunity to pursue this
agenda by working together to create a widely applicable and accessible framework of
meastres.

To be sure, there is already some signs that this convergence is taking place. In
the case of human capital, support appears to be emerging for such
measurement metrics as training as a percent of payroll, percentage of
employees trained, number of employee suggestions and employee attitudes
about (and satisfaction with) the organization — to name but a few.

One of the more notable absences from all recent commentaries on
measuring human intellectual capital (HIC), however, appears to be the degree
to which employees know, understand and accept their company’s strategy, in
general, and their mission statement, in particular.

Why mission matters and needs to be measured?
In recent years, mission statements have come to be viewed as one of the
essential components and cornerstones of an organization'’s strategic planning
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activities. Indeed, there is a growing body of literature to support the notion
that mission statements do, in fact, really matter in terms of their measurable
association with and contribution to an organization’s financial success. While
mission statements, as an organizational construct, have also attracted more
than their fair share of criticism, they continue to be, according to Bain &
Company (1998; 1999), one of the most widely used management tools in the
world - slipping only recently from the no. 1 ranked management tool position in
1998 (which it held for over ten years) to the no. 2 rank position in 1999 (it was
replaced in the top spot by the much broader concept of strategic planning).

The popularity and attraction which mission statements hold in the
corporate echelons of the world’s leading companies stems from the fact that
they seem to help managers achieve those important, yet subtle goals , which
are traditionally seen as both necessary and sufficient conditions for long-
term survival and market success. Mission statements answer the question:
why do we exist as an organization (or what is our purpose) (Bart et al., 2001;
Bart, 1996a; 1996b; 1997a; 1997b; 1998a; 1998b; Bart and Baetz, 1998; Byars,
1984; 1987; Campbell, 1989; 1993; Campbell and Yeung, 1991; Daft and
Fitzgerald, 1992; David, 1989; 1993; Germain and Cooper, 1990; Ginter et al.,
1998; Higgins and Vincze, 1989; Wheelan and Hunger, 1992; Ireland and Hitt,
1992; Klemm et al., 1991; McGinnis, 1981; Medley, 1992; Thompson and
Strickland, 1996; Gibson ef al., 1990; Bryson, 1995). When properly crafted,
they are enduring. They control the behavior of organizational members (by
motivating and inspiring them) to pursue common organizational ends
(Campbell, 1989; 1993; Collins and Porras, 1991; Daniel, 1992; Germain and
Cooper, 1990; Javidan, 1991; Ireland and Hitt, 1992; Klemm et al., 1991; King
and Cleland, 1979; El-Namaki, 1992; Wilson, 1992). They guide the resource
allocation process in a more focused manner (Ireland and Hitt, 1992; King and
Cleland, 1979; Gibson et al, 1990). And they balance the interests of
competing stakeholders i.e. customers, employees, suppliers, regulators, and
both local community and special interest groups (Klemm et al., 1991). It is no
wonder then that, in more recent times, mission statements have come to be
seen as central to every firm’'s strategy and strategic planning processes.
Because when the promise of mission is fulfilled, performance benefits
should, ceteris paribus, follow.

One of the essential keys to mission fulfillment, however, appears to be the
degree to which organizational members know, understand and are committed
to their organization’s mission. After all, when a organization of tens, hundreds
or thousands of employees collectively share an awareness, knowledge and
understanding of their organization’s mission (and passionately support its
stated course), they should achieve the missions goals and objectives much
more rapidly — and with greater boldness and confidence - than those
organizations (especially their competitors) which do not. Why? Because a
collective sense of mission drives the organizational ship towards its charted
course with greater enthusiasm and precision. It becomes a competitive
juggernaught and pity the poor competitor which lacks this focus. On the other



hand, if employees cannot identify and state the mission, if they cannot
remember it or if they are not committed to it, then it will be much more
difficult (read, impossible) to implement and worthless as a planning
document/tool. Consequently, employee knowledge of and commitment to an
organization’s mission should be considered as an important component of an
organization’s human intellectual capital — which, if the intellectual capital
theorists are right — should lead to enhanced performance.

But how true is this? Very little research exists showing the impact of the
degree of mission knowledge on firm success and other performance measures.
Does knowledge and understanding of a firm’s mission contribute to success?
Does the more that everyone shares the values imbedded in the company’s
mission also make a difference? And does the degree to which individuals are
emotionally committed to a mission and energized by it act as yet another
factor accelerating the mission effect on performance. These questions formed
the basis of the research presented in this paper.

Research method

Sample selection and size

The sample. Data on mission statement practices have been gathered over the
past ten years as part of an ongoing research project. To date, 559
organizations have competed our questionnaire thereby creating one of the
largest data bases on mission statement practices in the world. This
convenience data set formed the basis of the exploratory research investigation
reported in this paper.

Respondent titles. Of the respondents making up the data set, 34.5 percent
were from the top manager (or CEO) within the organization while the
remainder were all senior level executives or managers (i.e. vice-presidents, 14.2
per cent; directors, 13.5 per cent, managers 24 per cent; other 13.8 per cent).

Operationalizing the vesearch variables

Measuring the mission effect in human intellectual capital. This research was
aimed first at measuring the effect that mission statements have as part of an
organization’s HIC and then determining the relationship, if any, that this effect
has with performance. To consider the mission effect in HIC does not appear to
be at odds with emerging theory since there is a growing consensus that HIC is
essentially concerned with the collective knowledge, education, skills, attitudes
and experience(s) of a firm's employees. Two important aspects of the
knowledge and attitudes subset that could be significant in terms of
organizational performance are:

(1) the extent to which the mission (as a critical strategic planning tool) is
known, understood, and widely shared within an organization by its
employees; and

(2) the degree to which it captures the energy and commitment of
employees throughout the organization.
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To date, no research projects on HIC have examined for this important mission
effect. We decided to test for its significance.

To measure the mission effect within HIC, respondents to our survey
instrument were asked to rate the extent to which the mission statement of
their organization was:

« easily remembered;
« clear, understandable and unambiguous; and

- successful in promoting a sense of shared expectations (values) among
all employees.

We also asked them to what extent individuals throughout their organizations
were committed to achieving the mission (Bart, 1998b) . Each question (with the
exception of the question on shared values) was posed using a ten-point scale
(0 = not at ail; 9 = to the greatest possible extent). The question on shared
values was posed with a five point scale (1 = not at all; 5 = to the greatest
possible extent). Cronbach’s coefficient alpha for the mission effect HIC
variables was 0.8388 thereby indicating very high statistical reliability.

Performance outcome measures. Three performance measures were used
(based on the prior mission literature research and writings) in order to assess
their relationship with an organization’s HIC:

(1) the extent to which the mission statement influences the day-to-day
behavior of members throughout the organization (Bart, 1996a; 1996b;
1997a; 1997b; 1998a; 1998b; Bart and Baetz, 1998; Campbell, 1989; 1993;
Collins and Porras, 1991; Daniel, 1992; Germain and Cooper, 1990,
Javidan, 1991; Ireland and Hitt, 1992; Klemm ef al., 1991; King and
Cleland, 1979; El-Namaki, 1992; Wilson, 1992; Gibson et al., 1990);

(2) the extent to which the mission statement is actually being achieved
(Bart, 1997h).

(3) satisfaction with the organization’s current financial performance (Bart,
2000).

Managers were asked to rate the first two outcome measures listed above on a
ten-point scale (i.e. 0 = not at all, 9 = to the greatest possible extent). The
financial performance satisfaction variable was measured on a different ten-
point scale (0 = very dissatisfied; 10 = very satisfied). Cronbach’s coefficient
alpha for the performance outcomes scale was 0.7648 — again indicating a very
high level of statistical reliability.

Some might argue that it may have been preferable to use some
independently collected quantitative measures of performance, such as,
profitability or revenues. But, such traditional indicators are not always
considered appropriate measures. Both Souder (1987) and Bart (1991) especially
believe that numerical performance measures are open to interpretation and
that there are too many other considerations to be accounted for and controlled
e.g. time, industry, organization size, overall strategy. Managers’ perceptions of



success, on the other hand, generally take many, if not most, of these variables
into consideration. After all, it i1s managers’ perceptions which ultimately
control their behavior — not simply numbers (Bart, 2000).

Data analysis

With regard to our mission and performance variables, a chi-square analysis
was applied to determine the probability that the frequency of responses
obtained within each question could have occurred by chance. In all instances,
the chi-square statistics indicated that the respondents’ intra-item scores were
not likely to have occurred by chance. Descriptive statistics (i.e. mean, median,
mode, standard deviation and high/low responses) were tabulated for each
study variable. Spearman rank correlations were then used to determine if a
link existed among the three selected outcome measures and our various HIC
mission effect variables.

Findings and discussion

The descriptive statistics pertaining to the study variables are outlined in
Table I. Generally speaking, the statistics reveal that a slightly positive trend
existed in the responses obtained for each variable. This would suggest that, on
average, most of the respondents in the sample view their organization’s
mission effect (as represented in our selected HIC variables) in somewhat
favorable terms. The statistics also disclose that the sample is slightly
weighted toward successful firms,

The findings from the correlation analysis are shown in Table IL. The central
proposition of this research endeavor was that the effects of mission statements
on HIC were capable of being measured and that these effects would make a
difference in terms of an organization's performance. Based on the results
reported in Table II, it would appear that the main research proposition has
been confirmed. Significant correlations were found (at the 0.000 level) between
each of the four mission effect variables and the three performance outcome
measures. The results show that mission statements (through the effect that
they hold over an organization's HIC) can have either a positive or negative
impact on performance depending on whether the mission is remembered or
not; understood or not; engenders commitment or not; and, either promotes
shared values or not.

To the extent that a mission statement has a positive effect on an
organization’s HIC, the evidence is unequivocal in its conclusion that positive
performance consequences will follow. Now, this is a provocative finding
because critics have claimed that just because employees know their
organization’s mission statement and/or understand what it means, this is no
guarantee that they (or their organizations) will be influenced by it. While in
some circumstances, this may be true, it is also hard to imagine any large
organization achieving its stated mission when either no employees —-or only a
few - know anything about it. Consequently, we interpret our findings as
suggesting that while knowing and understanding one’s mission statement

Measuring the
mission effect

325




6 S 6 6 6 6 6 WINWIXE
0 1 0 0 0 0 0 UINUITUIA
20¢ 801 981 VA4 11¢ 18T 607 uoneiAsp pig
L 14 L L L L A PO
009 007 002 009 00, 00 009 URIPIA
266 (G Ggg9 09'S 209 €29 6%'G Uedq
UOISSIUI son[ea J[QEPURISIPUN  PIIAQUISWSI JoueuLiopred PIAIOR Sl SOUSIIEIg
9y1 0] papiwwod  pareys Supouroid pue A[ISBD ST UOISSIW [BIOURUY JUSLM)  JULAq ST UOISSIUI  JO JOTABYIQ )
are sofojdwe [[B Ul [NySS300NS IB9[D SL UOISSIUW  UOTYM O JUSIXE UM UOUORJSIES  UDIYM O} JUIXH SIUSN[UI UOTSSIUI
[PIYM 0} JUNXT SI UOISSIW UM 01 JUIXY YoIyM 0 JURIXF
YOIYM 0} JUIIXY
4]
7
S
=)
LWmm
© =558
oo (a\| I
=3 (4] HAE B




Mission effect HIC
variables

Extent to which
mission influences
personal behavior

Performance outcomes

Extent to which the
mission is being
achieved

Satisfaction with
current financial
performance

Extent to which the
mission is clear and
understood

Extent to which the
mission is easily
remembered

Extent to which the
mission is successful
in promoting a set of
shared values
throughout the
organization

Extent to which all
employees are
committed to the
mission

0.582 0.568* 0.499%

0.654° 0.495% 0.339°

0.689° 0.4907 0.343°

0.731° 0.634* 04217

Note: *Spearman rank correlation coefficients (significance at 0.000)
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Table II.

Spearman rank
correlations between A
mission effect 2 HIC
variables and
performance outcome

may not be a sufficient condition for organizational success, it i1s most likely a
necessary one — much in the same way that other HIC variables are. Mission,
therefore, appears to matter insofar as measuring and managing an
organization’s HIC is concerned and the effect that it has on HIC should not be
ignored by decision makers when considering what to include in any
intellectual capital management/measurement initiatives. Indeed, by utilizing
our mission effect variables, we now have an additional important set of
measures which can help decision makers assess the effectiveness of
alternative HIC management activities and initiatives (e.g. mission training and
communication programs).

Our findings also help continue to underscore the role that a properly
formulated and executed mission can play in an organization. In some
concurrent research, Bart ef al. (2001) show how various characteristics and
components of a mission statement (i.e. mission rationale, mission development
process, mission content, and degree of mission-organizational alignment (tm))
influence organizational performance. While the results presented in this paper
are only preliminary and exploratory, and the sample is one of convenience,
they support and extend Bart ef al’s (2001) results by pointing out some
additional variables that might suitably be taken into account when assessing
the quality of a mission statement.

Another interesting observation from the results obtained in this study is
that they clearly highlight the (often under-appreciated) role that attitudes and
perceptions play in the HIC domain. Most previous commentaries on the
measurement and management of HIC have tended to emphasize only
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knowledge and skill aspects e.g. number and type of educational degrees, hours
of continuing education, etc. This has most likely occurred because these
variables are among the easiest to measure. Attitudes about one’s organization
and one’s own job, on the other hand, are not so simple to capture in numerical
form. But they are no less important if an organization is going to achieve its
stated objectives. To the extent that organizational members support their
organization’s mission with fervent conviction, this should make it more likely
to be achieved and less a situation of mission impossible. The current study
shows the benefits accruing from measuring just some of the employee
attitudes related to mission and they demonstrate the need for not forsaking
this elusive - yet vitally important — attitudinal component of HIC just because
it is difficult to calibrate and assess.

Finally, at the Fourth World Congress on the Management of Intellectual
Capital (held at McMaster University, Canada, January 2001), one of the
greatest impediments to the progress and adoption of the intellectual capital
paradigm was identified as the lack of support among senior managers for it —
particularly at the level of the CEO and board of directors. A knowledge café
session devoted to discussing this problem generated dozens of possible
solutions. Among the problems most frequently mentioned, however, was the
need to educate senior managers and directors with evidence showing the
benefits accruing to their organizations from embracing this new perspective.

Not surprisingly, case studies were the most popular method proposed for
heightening awareness. A significant number of the delegates, however, argued
about the need to conduct and find more solid research evidence showing the
connection between the effective management of an organization’s intellectual
capital and high performance. The results of the current study represent one
such tentative effort which might hopefully contribute to the arsenal of
knowledge that will one day see the IC movement go from evolution to
revolution. The oft-maligned mission statement and its mission effect on HIC
appears to have an important role to play in this regard.
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