
Contemporary Economics and Business Issues,  ISBN: 978-953-7813-63-5 1

 

PROCESS STRUCTURE MATURITY AND FINANCIAL 
PERFORMANCE IN THE CROATIAN CORPORATE 

SECTOR 
 
 

Danijela Sokolić1, Nikša Alfirević2,Dubravko Skender3 
 
 

ABSTRACT 
 
In this paper, we analyze the relationship between the maturity of the process-based organizational 
structures and financial performance of the companies, belonging to the Croatian corporate sector. 
Firstly, we review the previous empirical studies, related to the financial effects of business process 
orientation, as well as financial effects of other advanced managerial concepts and their implementation 
in the Croatian corporate sector. Based on the previous research results, we hypothesize that the 
benefits of process-based organizational structure maturity are not visible in the immediate financial 
performance in the analyzed Croatian companies. Methodological and practical explanations of this 
phenomenon are offered, including the analysis of the previous empirical studies.  
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1. Introduction 
 
Intense competition across the world, demanding customers, career oriented employees, 
shrinking product life cycles and shortening response times are forcing companies, especially 
in dynamic industries, to re-focus from hierarchical and functionally based mindsets to more 
flexible, faster in responding, collaborative, horizontal and process-centered ways of thinking 
and organizing business (Bryne, 1993; Brooks, 1995; Buxbaum, 1995; Hammer, 1999; 
Lockamy III and McCromack, 2004). That contributed to considering processes as firm`s 
strategic assets and shifted attention in managing organizations from supporting narrow 
(specialized) functional areas to coordinating complex combinations of cross-functional, 
outcome-based activities, usually referred to as the business processes. 
Process view of the organization, as opposed to traditional hierarchies, requires an intervention 
in organizational design, as to empower traditional organization with organizational agility, 
which is characteristic to flat or less-hierarchical organizations (in terms of cross-functional 
coordination and cooperation, transparency across functional areas, etc.).  
The process maturity concept proposes that processes can be improved over time, achieving 
growth in capability, richness and consistency across the entire organization (Dorfman and 
Thayer, 1997). Thus, shifting to process orientation requires investments in process 
development, since it can be expected that performance is improved in stages, as the processes 
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mature. In other words, the overall performance of process-centered organization is highly 
related to the process maturity stage.  
In this study, we are focused on the relationship between process organization maturity and the 
financial performance of medium and large firms in Croatia. We propose a process organization 
maturity model, as a combination of relevant elements of well-established business process 
maturity models (BPOMM and PEMM models) and test the effects of process organization 
maturity stages on financial performance of a firm.  
The tested dimensions of financial performance include the management perception of financial 
performance and the actual financial performance, relative to the process organization maturity 
stage. Moreover, we compare the effects of business organization maturity level on perception 
of financial success and on actual financial success measured in return on assets (ROA), return 
on equity (ROE), operative margin, inventory debt cycle and revenue per employee.  
The paper consists of six sections: introduction; discussion of the business process orientation 
concept; theoretical analysis of the business process maturity model, its application in business 
organizations and the expected performance outcomes; the methods section; statistical analysis 
of empirical results and conclusion/discussion.  
 

2. Business process orientation  
 

At the end of the 20th century, the process-centred concept of organizational design started to 
attract attention from academia and business. The idea of process orientation was introduced to 
the management and organization literature by Porter (1985) and his work on value chains. 
Deming (in Walton, 1986) analyzed identification of activities and connections across the firm, 
which can be linked and described as a process, going from the customers to the suppliers, 
Davenport and Short (1990) discussed the business process redesign from the information 
technology perspective. Later on, Hammer and Champy (1993) introduced the concept of 
business process reengineering, with the focus on delivering value to customers, through 
orientation on core business activities in process-based organizations. The common 
denominator to all these approaches is restructuring organizations, by managing processes, 
defined as customer-oriented and value-creating groups of interconnected activities.  
Business process orientation represents a business philosophy, emphasizing the process-based 
activities, cross-functional co-operation, a holistic/systemic view of the company and 
orientation on producing value for customers and stakeholders (McCormack and Johnson, 
2001). Davenport (1993) defines process orientation, as involving dimensions, related to: 
structure, focus, measurement, ownership and customers. Thus, a business process-oriented 
organization emphasizes processes, as opposed to hierarchies, and puts a special emphasis to 
outcomes and customer satisfaction (McCormack and Johnson, 2001). 
 

3. Business process maturity, application to process organization and expected 
performance outcomes 
 

Process-oriented view perceives organizations in terms of cross-functional process groups. The 
level of organizational efficiency depends on the organizational capability to identify, 
understand, stabilize, improve and integrate its processes, which requires development and 
investment in processes. Maturity models are frameworks for assessing the extent to which 
processes are defined, managed, measured and controlled (Lockamy III and McCromack, 
2004). They, typically, include a sequence of levels, indicating an anticipated, desired, or a 
logical path, from an initial state, to full maturity, by following a prescribed lifecycle pattern, 
based on the phase-based progress. 
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The maturity concept provides a useful framework for guiding process improvement, since it 
enables process benchmarking, provides assessment criteria and describes improvement 
strategies, to be implemented, according to the maturity stage (Gardner, 2004). 
The process maturity concept can be applied to the individual process level (how well the 
process is defined, measured, managed and controlled, i.e. assessing the range, depth and 
quality of activities, leading to a specific outcome), or to the organizational level (how well the 
strategy, policies and organizational structure support the process orientation, i.e. assessing the 
spectrum of all activities, related to business process management).  
One of the first and best-known maturity models is the Capability Maturity Model (CMM), 
initially used in the IT industry for the improvement of the software development processes. 
Later on, it was developed into a generic maturity model, applicable to many different fields. 
The maturity models developed up to such a point, that Champlin (in Spany, 2004) has 
identified more than 150 process maturity models in contemporary business practice and 
research. Most of them consist of four to six maturity stages and describe similar aspects of a 
transition from the traditional approach to process-based thinking and management. According 
to Van Looy et al. (2014), there are 69 business process maturity models, including popular 
frameworks, such as: the Process and Enterprise Maturity model - PEMM (Hammer, 2007) and 
Business Process Orientation Maturity model - BPOMM (McCormack and Johnson, 2001; 
Lockamy III and McCromack, 2004; McCormack et al., 2009). In PEMM, process maturity is 
assessed separately from organizational maturity, although a higher level of organizational 
maturity implies a higher level of process maturity, as well. The BPOMM model (McCormack 
et al., 2009) suggests four stages of process orientation maturity: ad hoc (unstructured and ill-
defined processes, no process measures, jobs and organizational structure based on traditional 
functions); defined (basic processes are defined and documented, formal process procedure is 
in place, jobs and organizational structure include the process aspect, function managers have 
regular coordination meetings); linked (strategic process management, process measurement 
exists, process jobs and structure are clearly defined), and integrated (cooperation within 
company, suppliers and vendors coordinated on the process level, jobs and organizational 
structure based on processes, process measures and management systems deeply embedded in 
the organizational system).  
By understanding business flow and managing the processes accordingly, organization 
gradually adopts more process-based organization structure. Given different stages of process 
organization maturity, process structure can be found as additional organization structure 
implemented only in one or several business areas of a firm (for example, for new product 
development). Thus, elements of process-based organization structure can be found in firms 
with dominant traditional (functional or divisional) organizational structure. Thus, the 
organization can reach a certain degree of business process orientation maturity without 
formally being organized horizontally.  
As processes mature, their capability, competence, consistency and organizational visibility 
increase. They become institutionalized through strategy, policies, standards and organizational 
structure (Gardner, 2004). The entire organization becomes flat/horizontal, with blurred lines 
between specialized units, although the management complexity increases, as decisions are 
made by diverse profiles of specialists in cross-functional teams. The maturity concepts implies 
that the entire process organizations develops in stages, as well, as the processes mature. The 
same applies to hybrid organizations, in which processes are used as one of the dimensions of 
the organizational design. 
Therefore, the purpose of the paper is to determine the potential influence of business process 
organization maturity to financial performance of medium and large companies in Croatia. 
Thus, the research hypothesis has been formulated as follows: 
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Hypothesis: There is a positive relationship between the maturity of the process-based 

organizational structure and financial performance of the companies. 
 
It is expected that the process organization maturity stage will have a statistically significant 
and positive effect on financial performance of medium and large Croatian companies. 
 

4. Methods 
 
Our proposition is that the higher level of business process organizations maturity will improve 
their financial performance, especially in medium and large firms. To test the proposition, we 
developed process organization maturity measurement framework, which was operationalized 
into a survey. The survey instrument consisted of three parts: items, related to the general 
description of a company, items related to the business process organization maturity stage and 
items, related to the financial performance assessment.  
General items included questions on respondents’ position within a company, industry, 
company`s age, market, type of organizational structure, as well as a set of items, related to 
business process management tools and practice. 
The process organization maturity measurement was based on elements of previously validated 
surveys, examining business process orientation. We used the PEMM (Hammer, 2007) and 
BPOMM (McCormack and Johnson, 2001; McCormack et al., 2009) maturity models, since 
they analyze all dimensions, relevant for maturity assessment. The main capability areas in 
these models are organizational structure and organizational culture, which we adopted, along 
with the considerations of the number of maturity stages. The use of these models can be 
considered as relevant, since they take into account both the current maturity of the business 
processes, as well as preconditions for the development of a process-based organization 
(Roglinger et al., 2012). The resulting maturity assessment model (see Appendix), consists of 
the following seven dimensions: 

1) Leadership (engagement of top management); 
2) Management (process approach to customers, suppliers and daily operations);  
3) People and knowledge (knowledge and skills related to business process management, 

project management and change management); 
4) Process view (documenting processes and understanding process management 

approach); 
5) Jobs and tasks (job complexity, responsibility related to processes); 
6) Organizational culture (values and beliefs oriented towards customers’ satisfaction, 

teamwork, willingness for change, personal involvement and motivation); 
7) Process management and measurement (process performance measurement, process 

inputs management, process result responsibility). 
We also used four items, introduced by Škrinjar et al. (2008), in their study on financial and 
non-financial performance of business process orientation. 
All items were measured on a standard, five-point Likert scale. 
The instrument was tested for internal consistency by using the traditional Cronbach alpha 
measure. The model dimensions, related to Management and Organizational culture had low 
consistency (Cronbach alpha value below 0.6) and were, thus, excluded from further analysis. 
The five remaining dimensions, with 20 items, has the overall Cronbach alpha value 0.93, which 
was considered as relevant for further research. 
The research has been conducted in 2018, in a form of an online questionnaire, distributed to 
top management executives (members of the corporate boards and company directors). 



Contemporary Economics and Business Issues,  ISBN: 978-953-7813-63-5 5

 

Financial performance of the responding companies has been obtained on the basis of the 
executives’ subjective assessment, as well as from publicly available financial reports. 
The research population consisted of the entire cohort of mid-sized and large companies, 
registered in Croatia (there were registered 999 active companies in total on a given date). 
Response rate was 12% of the total population (119 surveys). Returned valid questionnaires 
were entered into the SPSS software for statistical analysis.  
  

5. Results of the empirical research 
 
The study is conducted on a sample of 119 Croatian medium-sized and large companies, with 
66.7% of large and 31.7% are middle-sized companies. In terms of ownership, 76.7% are 
privately owned, 13.3% are public companies and 7.5% have a mixed ownership. Regarding 
the legal form of ownership, 45% are joint-stock companies and 53% are limited liability 
companies. In terms of market complexity, 32.2% are non-diversified, 39.2% diversified in up 
to four industries, and 21.7% in five or more industries. For 73.3% of respondents, the most 
important is the domestic market. Over 62% claimed they have a leadership position on the 
market. Most respondents belong to the wholesale and retail sector (24,2%), followed by 
finance and insurance (23.3%) and manufacturing (20%). 
The majority of responding companies reported to have in place the functional organizational 
structure (77.5%), followed the divisional organizational structure. While 45% companies 
reported to have implemented more than a single organizational structure, only 9.2% have 
reported the process organizational structure to be in place. Although the functional does not 
automatically prevent business process management to be instituted, nor it makes impossible 
to achieve high a level of process maturity, it certainly does belong to the group of traditional, 
hierarchical structure, often not easily adaptable to cross-unit cooperation (Galbraith, 2014). 
Descriptive statistics, computed according to the final maturity assessment model, are presented 
in Table 1. According to top managers’ perception, highest scores are achieved in dimensions 
Leadership, Jobs and tasks, Management and Process view. 
 
Table 1. Business process organization maturity dimensions – descriptive statistics 
 

Dimensions N Min. Max. Avg. Stdev. 

Leadership  119 1.00 5.00 4.0420 .83762 

Human resource & knowledge  119 1.00 5.00 3.5378 .89053 

Process view  119 1.33 4.83 3.6246 .64703 

Jobs & tasks  119 2.25 5.00 3.7479 .58176 

Business process management & measurement  119 1.38 5.00 3.5200 .73321 

Source: Research results 
 
The overall indicator of the business process organization maturity construct is computed as a 
mean of the individual dimensions and equals 3.69, with the standard deviation of 0.6 (as 
measured on the standard, five-point Likert scale). The value indicates that the responding top 
managers perceive business process organization as well established in their companies, 
although there is still significant space left for improvements to the stage of systematic process 
management and beyond. 
Financial performance is assessed in two ways: through top management perception and by 
using the actual financial data. Financial indicators used in a survey are ROA, ROE, operating 
margin, debt cash conversion cycle, average time of inventory turnover and income per 
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employee. These are standard indicators, used in many studies, as to assess the financial 
performance of a firm, and they are, also, commonly used in studies related to assessing 
performance of business process oriented business systems (Kaplan and Norton, 1996; 
Kohlbacher and Reijers, 2013; Škrinjar et al., 2008; Ravesteyn et al., 2012; Tarhan et al., 2015). 
Means for all the six financial performance indicators, as measured per top managers’ 
perception, are presented in Table 2. According to top managers’ perception, means for all the 
indicators are between the values of 3.68 and 3.80, indicating their view of their companies as 
fairly successful financially. 
 
Table 2. Financial performance (top management perspective) – descriptive statistics 
 

Financial performance – top 
management perception 

N Average Standard 
deviation 

ROA 119 3.68 0.853 
ROE 119 3.74 0.887 
Operating margin 119 3.80 0.798 
Debt cash conversion cycle 119 3.77 0.838 
Average time of inventory turnover 119 3.72 0.791 
Income per employee 119 3.75 0.750 

Source: Research results 
 
Results of the empirical research, according to the top management perception og financial 
performance of a company, were mainly aligned with our hypothesis. Correlation coefficients, 
indicating significant correlation (p<1%, N=119), between process organization maturity stage 
and perception of financial performance (except for the average time of inventory turnover 
indicator) are presented in Table 3.  
 
Table 3. Correlation matrix with the financial performance (as perceived by top managers) 
 

Financial 
performance – 
top management 
perception 

Business 
process 
organization 
maturity 

ROA ROE Operating 
margin 

Debt cash 
conversion 
cycle 

Average 
time of 
inventory 
turnover 

Income 
per 
employee 

Business process 
organization 
maturity 

1 0.478** 0.392** 0.449** 0.180 0.255** 0.425** 

ROA  1 0.852** 0.651** 0.479** 0.508** 0.681** 
ROE   1 0.619** 0.467** 0.488** 0.715** 
Operating 
margin 

   1 0.362** 0.394** 0.636** 

Debt cash 
conversion cycle 

    1 0.671** 0.407** 

Average time of 
inventory 
turnover 

     1 0.467** 

Income per 
employee 

      1 

**Significant at the 0.01 level  
Source: Research results 
 
Companies with high values of the business process organization maturity showed better 
financial performance, for all financial indicators, except the debt cash conversion cycle, with 
a high statistical significance (p<0.01). For all those indicators, a valid linear regression model 
could be produced, meeting all the statistical preconditions. Table 4 provides an overview of 
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the statistical significance and the predictive power (R2) for each of the models. It is evident 
that, according to their top management perception, companies with high values of business 
process organization maturity tend to have better ROA, ROE, operating margin, average time 
of inventory turnover and higher income per employee. 
Table 4. Selected statistical parameters of the models of linear regression between the 
business process organization maturity and performance (as perceived by top managers) 
 

Financial performance – 
top management 
perspective 

ROA ROE Operating 
margin 

Average 
time of 
inventory 
turnover 

Income 
per 
employee 

Sig. for the Beta 
coefficient 

.000** .000** .000** .005* .000** 

Sig. for the entire model .000** .000** .000** .005* .000** 
R2 0.229 0.154 0.202 0.065 0.181 

**Significant at the 0.01 level  
*Significant at the 0.05 level  
Source: Research results 
 
When the management perception of financial is replaced with financial data from financial 
reports, using the same indicators, correlation coefficients turn to be insignificant for each and 
indicator, indicating there is no correlation between process organization maturity stage and 
performance (see Table 5).  
 
Table 5. Correlation matrix with the financial performance (from financial reports) 
 

Financial 
performance – 
financial data 

Business 
process 
organization 
maturity 

ROA ROE Operating 
margin 

Debt cash 
conversion 
cycle 

Average 
time of 
inventory 
turnover 

Income 
per 
employee 

Business process 
organization 
maturity 

1 0,037 0,036 0,065 0,151 -0,072 0,106 

ROA  1 0,058 0,728** 0,054 0,009 0,09 
ROE   1 -0,135 0,009 -0,001 0,053 
Operating margin    1 0,17 -0,08 0,146 
Debt cash 
conversion cycle 

    1 0,013 0,254** 

Average time of 
inventory turnover 

     1 0,055 

Income per 
employee 

      1 

Source: Research results 
 

6. Discussion and conclusion (reference za ovaj dio nisu sređene) 
 
Our empirical results can be summarized as follows: 

• There is a statistically significant, strong and positive relationship between maturity of 
process organization and perception of financial performance; 

• There is no statistically significant relationship between maturity of process 
organization and the achieved financial performance; 

• Therefore, the proposed hypothesis on the process-based maturity and financial 
performance cannot be emprically supported. 

 These results are aligned with the previous empirical studies. Namely, they do show that 
companies, at a higher business process maturity stage, consistently outperform those at lower 
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levels (McCormack and Johnson, 2001; Škrinjar et al., 2006, Škrinjar, et al., 2010; Ravesteyn 
et al., 2011; Kohlbacher and Gruenwald, 2011; Kohlbacher and Reijers, 2013). For instance, 
McCormack (2001) conducted an empirical study to explore the relationship between business 
process orientation and enhanced business performance. His findings emphasize importance of 
business process orientation in reducing conflict and encouraging greater connectedness within 
an organization, while improving overall business performance. Kohlbacher`s (2009) findings 
supports the thesis that business process orientation is positively associated with customer 
satisfaction, product quality, delivery speed and time-to-market speed. 
However, most of the evidence indicates that business process orientation is directly related to 
non-financial performance of a company, usually measured by top management 
perception/assessment. The empirical evidence of relationship between business process 
orientation and financial performance remains inconclusive. There is mixed evidence, 
regarding relationship to corporate financial performance, as well as the lack of empirical 
studies concentrating on the structural aspect of the business process orientation (process-based 
organization). 
For instance, Škrinjar et al. (2008) also conclude that Business Process Orientation contributes 
directly to non-financial performance but cannot establish a direct link to financial performance.  
They suggest there is only an indirect link of BPO to financial, via non-financial performance. 
A similar result is achieved by Peronja (2015), who establishes the direct link between Critical 
Success Factors (CSFs) of Business Process Management and non-financial performance, but 
establishes no link between BPM CSFs & financial performance.  
These results can be illustrated by similar studies, analyzing the financial outcomes of other 
complex management tools, such as knowledge management. For instance, Hajdić (2015) 
establishes a relationship between Knowledge Management (KM) development & non-
financial performance but establishes no relationship with financial performance, while Vidović 
(2010) presents limited evidence on the KM’s influence to financial results. 
At one hand, several objective reasons could be found, for such a consistent pattern of empirical 
studies, which fail to find conclusive evidence for the financial outcomes of complex 
management tools. Those could be related to the specific Croatian, or – in general, post-
transition business environment, which limit the transfer of non-financial to financial 
performance effects. In general, there might be a time-lag effect or a critical threshold for 
conversion of non-financial to financial performance (Ittner & Larcker, 1998), or other 
important contingency factors in this relationship (Venkatraman & Ramanujam, 1987), which 
are currently not recognized in empirical research in Croatian economy. It would be important 
to identify those factors, if they do exist. To address potential methodological issues, problems 
of data availability and longitudinal research should be addressed (due to the potential data lag). 
At the other hand, highly correlated results for maturity – perceived performance and lack of 
any correlation for the maturity – realized performance relationships might suggest a high level 
of managerial bias, when assessing the impact of complex managerial tools. Potential answers 
to this question require future empirical research, with the special emphasis on meta-studies of 
complex business management tools and their performance effects. In addition, studies on the 
contribution of business process-based and other complex management tools to overall 
(financial) performance of a firm, which are based on management perception, should be 
considered with caution. 
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Appendix. Operationalized research model. 
 

 

FINANCIAL PERFORMANCE

Dimension Item Model

FINANCE ROA 

BSC

FINANCE ROE 

FINANCE Operating margin

FINANCE Debt cash conversion cycle

FINANCE Average time if inventory turnover

FINANCE Income per employe

Process organization maturity

Dimension Item Maturity model

LEADERSHIP The senior executive team sees its own work in process terms.

Hammer’s PEMM 
model

MANAGEMENT
The senior executive team has extended its process model to connect with those 
of customers and suppliers.

LEADERSHIP

Managers are focused on achieving business process results and improving the 
overall business, instead of thinking about their business functions (organizational 

units).

PEOPLE AND 
KNOWLEDGE

Substantial numbers of people with skills in process redesign and 
implementation, project management and change management are present 
across the organization. 

ORGANIZATIONAL 
CULTURE

Employees are committed to working with customers and suppliers and 
improving results. 

ORGANIZATIONAL 
CULTURE

Employees are prepared for significant change in how work and business is 
performed.

PROCESS VIEW The average employee views the business as a series of linked processes.

McCormack’s 
BPOMM model

PROCESS VIEW
Process terms such as input,  output, process, and process owners are used in 
conversation in the organization.

PROCESS VIEW
Processes within the organization are defined and documented using inputs and 
outputs to and from our customers.

PROCESS VIEW
The business processes are sufficiently defined so that most people in the 
organization know how they work.

JOBS AND TASKS Jobs are usually multidimensional and not just simple tasks. 

JOBS AND TASKS Jobs include frequent problem solving. 

JOBS AND TASKS People are constantly learning new things on the job.

PROCESS 
MANAGEMENT AND 

MEASUREMENT

Process performance is measured in the organization. 

PROCESS 
MANAGEMENT AND 

MEASUREMENT
Process measurements are defined. 

PROCESS 
MANAGEMENT AND 

MEASUREMENT
Resources are allocated based on process. 

PROCESS 
MANAGEMENT AND 

MEASUREMENT
Specific process performance goals are in place. 

PROCESS 
MANAGEMENT AND 

MEASUREMENT
Process outcomes are measured.

PROCESS VIEW
In an existing organizational structure, business processes are effectively 
managed by multiple departments or organizational units.

Škrinjar et al. 
(2008) study

PROCESS VIEW
Employees work in teams from different organizational departments / 
organizational units.

PROCESS 
MANAGEMENT AND 

MEASUREMENT

Persons responsible for business process are members of the management board 
or managers directly under top management.

PROCESS 
MANAGEMENT AND 

MEASUREMENT

Persons responsible for the functioning of the business process are at the same 
hierarchical level as the managers of functional organizational units 
(departments, sectors).

Hypothesis


