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Abstract

Purpose: This paper identifies the sustainability performance management goals that Australian
Companies use and their association with organisational performance.
Design/methodology/approach: This study involved a questionnaire survey administered to
Senior Level Managers of medium to large Australian companies. To identify their main
sustainability performance management goals, a principal component factor analysis was
conducted to reduce a total of 35 items related to sustainability performance management goals
to 7 key sustainability performance management goal factors - environmental, new product
innovation, customer acquisition and retention, information systems capability, employee
welfare and community engagement, operational profitability, and organisational profitability.
To determine which of these sustainability performance management goal factors were
significantly associated with organisational performance, each of these factors was regressed
against five single-item dependent variables of Customer Satisfaction Performance, Employee
Satisfaction Performance, Sales from New Products Performance, Profit from Operations
Performance and Environmental Budget Allocation Performance.

Findings/Results:  Results reveal that environmental, new product innovation, customer
acquisition and retention, and information systems capability goals were positively associated
with new product sales. Environmental, information systems capability, and employee welfare
and community engagement goals were found to be positively associated with environmental
budget allocations. Also, customer acquisition and retention, employee welfare and community
engagement, and organisational profitability goals were found to positively influence customer
satisfaction. Finally, information systems capability and employee welfare and community
engagement goals were found to be positively associated with employee satisfaction.

Keywords: Multidimensional Performance Management Systems, Organisational Goals,
Organisational Performance.
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Introduction

Considerable research has been devoted to multidimensional performance management
systems (MPMS) [such as the balanced scorecard], which suggests that organisational
performance parameters should include a balance of financial and non-financial performance
indicators (Kaplan and Norton 1993; 1996, 2006; Forker and Vickery, 1996; Rangone, 1996). This
means that financial outcomes and input/output ratios should be balanced against measures of
business growth, and innovation and growth (Ford and Schellenberg, 1982; Kaplan and Norton,
1992; Mapes and New, 1997; Gopalakrishnan, 2000). Moreover, contemporary research in
management accounting suggests that organisational sustainability is a critical success factor and
accordingly it is in an organisation’s best economic interest to have a strong relationship with its
stakeholders. This suggestion is based on the premise that stakeholders are individuals (or
groups), who can affect or be affected by successful attainment of an organisation’s objectives
(Freeman, 1984). Atkinson, Banker, Kaplan, and Young (1997, p. 503) conceptualised an
organisation as “a nexus of interrelated contracts among its five stakeholder groups”; comprising
"shareholders, customers, the community (society), employees and suppliers (including
creditors)”. For example, shareholders and suppliers will benefit from sound economic health
achieved through performance outcomes such as from profitable operations and sales of new
products; which will also provide customer satisfaction through their continued access to
products and services and employee satisfaction arising from better job security. The
community as a stakeholder group will benefit from triple bottom line initiatives such as budget
allocations for environmental matters, social goals and sound financial planning resulting in the
creation of employment, redistribution of wealth through company taxes, sponsorship, and
community/social leadership.

The aim of this study is to provide empirical support for the ongoing debate that the
multidimensional performance management approach (MPM) can improve the management of
diverse stakeholders’ interests in an organisation. This will be achieved through capturing
information about the existence of specific stakeholder related goals and examining the
association between theses specific goals and achievement of corporate sustainability outcomes.
Therefore, the study will examine concurrently how multidimensional performance management
systems that incorporate sustainability outcomes, can improve the management of diverse
stakeholders’ interests in an organisation, thereby, enhancing its corporate sustainability.

The remainder of this paper is organised in the following manner. The next section provides
justification for and significance of the research. This is followed by a section that provides a
review of the literature regarding performance management research in Australia. The
subsequent sections present the research questions relevant for this study followed by the
research method. Finally, the results are presented followed by the conclusions, limitations and
suggestions for further research.

Justification for and significance of the research

Although stakeholder groups have different requirements/interests, Atkinson et al (1997)
suggest that these groups need to co-exist within a set of reciprocal relationships to aid in the
successful achievement of an organisation's objectives, which in turn aids its corporate
sustainability. In exchange for each group’s contribution to this corporate sustainability, each
group expects (or requires) a return for its cooperation. These expectations require
organisations to achieve their goals while honouring corporate social responsibilities and being
accountable for their goal achieving activities. That is, each organisation’s operations include
being fair and just in their treatment of stakeholders, honouring their moral duty to have respect
for human rights, and balancing economic growth with environmental protection and social
equity to meet the needs of present and future generations (Wilson, 2003). The requirements of
each stakeholder group represent the group’s interests that need to be managed by
organisations. Furthermore, there is a socially accepted modern trend towards more corporate
social and environmentally responsible (CSR) goals, and organisations that implement these goals
are most likely to be more highly regarded in today’s society. However, there is a paucity of
studies on managing key stakeholders’ interests that may be achieved through the selection of
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specific stakeholder related goals to drive sustainable corporate performance within the MPM
philosophy. The proposed study focuses on this issue and examines the association between
these specific goals and achievement of corporate sustainability outcomes.

This study seeks to make two significant contributions. First, it will provide empirical
evidence for the promotion and implementation of specific stakeholder related goals within a
sustainable management system for corporations using a multidimensional performance
management (MPM) system. We consider that this extension of the MPM philosophy and processes
achieved by the linking of sustainability management with specific stakeholder related goals
through the management of stakeholders’ interests will be a contribution to an understanding of
its real world application in fostering corporate sustainability.

Second, the study seeks to develop a more extensive model of corporate sustainability by
examining the link between the MPM approach to managing key stakeholders’ interests through
the selection of specific stakeholder related goals and corporate sustainability while controlling
for a number of extraneous factors including operating environment, industry type, size, level of
information system usage, strategic alliance and Porter’s (1980) strategic orientation of cost
leadership versus product differentiation.

Literature review

An organisation’s sustainability depends on its ability to build and maintain sustainable
relationships with all of its key stakeholders including the broader community (Perrini and
Tencati, 2006). As a way of responding to this challenge, many organisations are now including
additional dimensions relating to social and environment-related performance within their
external financial reporting [e.g., Triple Bottom Line (TBL)] that may now be captured within a
corporate social responsibility (CSR) perspective of a MPMS. This CSR perspective encompasses
different stakeholder’s facets, including economic sustainability, customer loyalty, supplier
satisfaction, environmental sustainability, community acceptance, and employee morale.

Recognising the interest, rights and needs of different stakeholders of a business and
adopting specific stakeholder related goals is an effective way of inculcating socially responsible
behaviour among organisations (Dawkins and Lewis, 2003; Maignan and Ferrell, 2004; Ruf,
Muralidhar, Brown, Janney, and Paul, 2001). It is necessary for organisations to identify and
address the needs, social problems, demand and interest of their various stakeholder groups to
receive their continued goodwill and support (Griffin, 2002; Maignan, 2001; Peterson, 2004). In
fact, organisations committing themselves to CSR activities can achieve long-term benefits
through brand enhancement, goodwill, differentiation, increased employees’ motivation, higher
profitability and quality workforce retention (CSR Europe, 2001; Lantos, 2002; Maignan and
Ferrell, 2004).

Research examining socially responsible or irresponsible business goals remains scarce
(Maignan and Ferrell, 2004). In particular, investigations have been limited in terms of the
stakeholder categories considered (customers, managers, and employees) (Maignan, 2001;
Maignan and Ferrell, 2004). Traditionally, customers form their opinion of an organisation based
on product quality, financial performance and value for money (Dawkins and Lewis, 2003). More
recently, factors most commonly mentioned as influencing customers’ opinions of organisations
relate to corporate social responsibility, such as fair treatment of employees, community
involvement, and taking appropriate positive actions on environmental and ethical issues (Al-
Khater and Naser, 2003; Dawkins and Lewis, 2003). Some studies found a positive relationship
between an organisation’s CSR actions and customer loyalty (Maignan, Tomas, and Hult, 1999).
Other studies have also demonstrated that consumers are willing to patronise organisations
committed to CSR related activities such as environmental friendly practices, philanthropic
contributions, good ethical behaviours, and community commitment (Al-Khater and Naser, 2003;
Creyer and Ross, 1997; Dawkins and Lewis, 2003; Dean, 2004; Maignan and Ferrell, 2004; Mason,
2000).
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There is evidence that some customers not only prefer to purchase products from and invest
in shares of those organisations caring for the environment and maintaining good citizenship
behaviour but also are ready to sanction socially irresponsible organisations by boycotting their
services and products (Classon and Dahlstrom, 2006; Maignan and Ferrell, 2004; Sen et al.,

2001). For example, Maignan (2001) reported that customers in both France and Germany are
more likely to incorporate society’s well-being in their shopping decisions. That is, they are more
willing to buy the products of socially responsible companies, at a higher price or at a less
convenient location, than purchase from companies with a poor social responsibility reputation
(Maignan, 2001).

The key moderators of consumers’ responses to CSR are the company-specific factors, such
as the CSR issues a company chooses to focus on and the quality of its products, and the
individual-specific factors, such as consumers’ personal support of the CSR issues and their
general beliefs about CSR (Sen and Bhattachary 2001). Social identity theory maintains that the
perceived identity of a group affects a member’s self-esteem, which means that members may
improve their self-esteem by identifying with a successful group (Smith et al., 2001). Similarly,
many studies argue that employees will be proud to identify with work companies that have a
good reputation, and consequently their attitudes will be positively influenced by their
association with an esteemed work company (Maignan, 2001; Peterson, 2004).

A number of studies suggest that an organisation with socially responsible goals may attract
a large number of high-calibre employees (Turban and Greening, 1997; Maignan et al. (1999);
Greening and Turban, 2000; Maignan and Ferrell, 2001). In addition, it has been found that
many managers generally have a willingness and positive attitude for implementing CSR goals
(e.g., Ahmad and Rahim, 2002; Gupta and Saxena, 2006); which in turn helps to enhance
corporate reputation and corporate brand positioning, and improve long-run profitability and
community quality of life (e.g., Ahmad, 2006). Dawkins and Lewis (2003) found that employees
demonstrated a considerable increased propensity to speak highly of their organisations to
outside stakeholders when they were aware of their organisations’ involvement in corporate
responsibility activities. Moreover, ethical climate has been shown to have a positive influence
on employees’ work attitudes, particularly where employees perceive that they have been
treated in a fair and ethical manner (Peterson, 2004).

Steiner and Steiner (2005) suggest that managers should consider some general principles of
corporate social responsibility. However, as most companies are economic institutions run for
profit purposes, it should not be surprising that many perceive their greatest responsibility as
providing economic benefits; and that they therefore should be judged primarily on economic
criteria rather than be expected to meet purely social goals without financial incentives.
Nevertheless, managers must make decisions while continuously considering the needs of an ever
increasing array of stakeholders even if this means incurring short-run costs to correct social
problems that threaten long-term sustainability (Keijzers, 2005).

Managers should endeavour to meet the legitimate needs of all stakeholders, particularly
the needs of key primary stakeholders: customers, shareholders, and employees; with
communities and governments also recognised but given less emphasis (Steiner and Steiner,
2005). In meeting these needs of diverse stakeholder groups whose demands may sometimes
conflict, it is important that each organisation adapt their strategic processes of resources and
capabilities to set appropriate goals and priorities (Keijzers, 2005). This may involve
internalising external costs, or costs of production borne by society, and recognising their duty
to correct the negative social effects they cause (e.g., dumping toxic material into a stream may
pose serious health risks to human and animals). Nevertheless, an organisation’s ability to fulfil
its corporate social responsibility will vary according to its characteristics (such as size, type of
industry, marketing techniques, and locations) and will be influenced by stakeholders’ demands

and managers’ values (Steiner and Steiner, 2005) 2,

2
The stakeholder approach to CSR takes into account the multi-fiduciary obligations of corporations by recognising

that their responsibilities go beyond the shareholder-management relationship (Goodpaster, 2001). Accordingly, the
extent to which management recognise their responsibility for meeting and satisfying the needs and demands of
their different stakeholders’ interests will have direct effects on their overall corporate sustainability (Greenwood,
2001).
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Research questions

As discussed earlier, this study aims to provide empirical evidence in support for the ongoing
debate that the multidimensional performance management approach (MPM) of selecting goals
related to the needs of a number of stakeholder groups can assist an organisation to improve its
management of diverse stakeholders’ interests, thereby, enhancing its corporate sustainability.

Although several studies have been undertaken in relation to performance management and
organisational performance, the nature of multidimensional performance management systems
and their relationship to organisational performance, particularly in the context of Australian
companies is not well understood. One reason for this is that organisational performance has
been defined mostly from a financial perspective which covers only one of the multiple aspects
or dimensions of corporate performance. Following the stakeholder approach to CSR that takes
into account the multi-dimensional corporate obligations to look after the interests of the
different shareholder groups, we propose a broader definition of corporate or organisational
performance which includes customer satisfaction, employee satisfaction, sales from new
products, profit from operations and environmental budget allocation. In the light of this
broader definition of organisational performance, this study investigates the following research
questions:

1. What are the sustainability performance management goals (SPMGs) that are pursued by

Australian companies?

2. Which of these sustainability performance management goals (SPMGs) are significantly

associated with organisational performance?

Research Method

A mailed questionnaire was administered to Chief Financial Officers (CFOs), Chief Executive
Officers (CEOs), and Senior Human Resource (HR) managers of medium to large Australian

companies with 100 or more employees as per Business Who’s Who of Australia®. These medium
to large companies were chosen to ensure potential viability of an organisation to practice
sustainable development and to possess a sophisticated management control system to facilitate
the management of stakeholders’ interests.

The sample organisations were selected from industries including manufacturing, retail,
financial institutions, services and tourism. The questionnaire was mailed to 1500 companies.
CFOs were selected because their role requires them to be involved actively in all operational
aspects of organisation thus encompassing the perspectives of a MPMS. CEOs were chosen as
their role involves higher level management across the organisation, quite often focusing on
development of the long-term mission or vision of the organisation. Finally, senior HR managers
were included as a means of including key middle level management personnel.

Two hundred and thirty-two responses were received from a total sample size of 1500,
representing a response rate of about fifteen per cent. Sixty-six per cent of the questionnaires
were completed by the organisation’s top management, while the remaining thirty-four percent
were completed by middle level managers. Early respondents were compared with late
respondents to check the sample representativeness across some of the key attributes of
corporate sustainability performance management goals and performance. There were no
significant differences noted in these attributes between the early and late respondents. A Chi-
square test was conducted to determine whether there was a difference in the proportion of
early and late respondents in terms of organisation size and industry category. The analysis
revealed no significant difference in these attributes between the early and late respondents.

The extent of use of organisational sustainability performance management goals (SPMGs)
were assessed with 35 items related to sustainability performance management goals4. These

Prior studies have limited the sample to companies with more than 100 employees (e.g., Lau & Eggleton, 2000,
Iselin, Mia, & Sands, 2008). Business Who’s Who of Australia is a Dunn and Bradstreet Web-based business directory.
The first 174 (75%) questionnaires that were received without any follow-up were considered as early respondents
and the remaining 58 (25%) as late respondents.
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items were adapted from theoretical manuscripts and prior study (Kaplan and Norton, 1996;
Hansen and Mowen, 2005; Iselin, Mia and Sands, 2008); and were chosen on the basis that these
goals support an organisation focusing on the interests of its various stakeholder groups. The
respondents were asked to indicate for each item the extent to which their organisations
pursued the related performance management goal. A 7-point Likert scale ranging from 1
(negligible) to 7 (to a great extent) was provided to the participants for their response under
each item. Similarly, to assess each of the five aspects of organisational performance, the
participants were asked to indicate their organisation's performance compared to that of the
industry average, using a 7-point Likert scale ranging from 1 (well below average) to 7 (well
above average).

Results
Research Questions

It will be recalled that two main research questions were posed, to investigate
organisational sustainability goals and their relationship to performance. The results related to
these two research questions are provided below.

Research question 1: What are the sustainability performance management goals (SPMGs) that
are pursued by Australian Companies?

To identify the sustainability performance management goals (SPMGs) that Australian
Companies were pursuing at the time of this study and the elements or items comprising each of
the specific goals, a principal component factor analysis was conducted for the 35 items related
to sustainability performance management goals. The results of this principal components
analysis, using varimax rotation, yielded the following seven factors as presented in Table 1:

1. Environmental goals (EG)—comprising the sustainability performance management goals
of reducing greenhouse gas emission, carbon trading, investment in pollution-free
technology, water conservation, use of quantified environmental targets, use of other
environmental management systems, waste management, and disclosure of information
(corporate social reporting/triple bottom line).

2. New product innovation goals (NPIG)—comprising the sustainability performance
management goals of the introduction of new product or services, emphasis on sales
from new products or services, allocation of time to market new products or services,
reducing cycle time from order to delivery, and increasing market share.

3. Customer acquisition and retention goals (CARG)—comprising the sustainability
performance management goals of customer retention (the rate at which an organisation
retains or maintains ongoing relationships with its customers), customer acquisition (the
rate at which an organisation attracts or wins new customers or business), sales growth,
and customer profitability (measures the net profit from a customer, or a segment, after
allowing for the unique expenses required to support that customer).

4. Information systems capability goals (ISCG)—comprising the sustainability performance
management goals of information systems capabilities, on-line information flow systems,
use of E-commerce, and improving employee productivity.

5. Employee welfare and community engagement goals (EWCG)—comprising the
sustainability performance management goals of expenditure on employee development
and training, emphasis on employee health and safety, employee retention, community
engagement and sponsorship, attention to product quality, and donations to charitable
and community organisations.

6. Operational profitability goals (OPPG)—comprising the sustainability performance
management goals of emphasis on cash flow from operations, and focus on operating
income or income before tax.

7. Organisational profitability goals (ORPG)—comprising the sustainability performance
management goals of emphasis on return on investment (ROI), and focus on economic
value added (rate of return minus cost of capital).

1. Each of these factors had an eigenvalue of greater than 1 and consisted of items that
loaded at greater than 0.45 on the factor. Comrey and Lee (1992) suggest that all
loadings in excess of 0.45 can be classified as acceptable. The factors collectively
explained 65% of the total variance.
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Table 1: SPM Goals - Rotated Component Matrix

Factors

Items EG NPIG CARG ISCG EWCG | OPPG | ORPG

Reducing greenhouse emissions .872
Carbon trading .809
Investment in pollution control .799
Budget water conservation 791
Quantify environmental targets .781
Other env management systems 747
Budget for waste management .667
Disclose information .466
New products .831
Sales from new products 811
Time to market new products or services 775
Length of cycle time .551
Percent market share .506
Customer retention T77
Customer acquisition 774
Sales growth .571
Customer profitability .560
Information System capability .781
Online information .706
Use of IT .629
Employee productivity .496
Employee training .672
Health safety .643
Employee retention .638
Community engagement .610
Product quality .547
Donations to community .493
Cash flow from operations .816
Profit before tax from operations .766
ROI .682
EVA .516

Validation of Measures

To establish the validity and reliability of our constructs for SPMGs, we conducted a
confirmatory factor analysis (CFA), where each item was restricted to load onto its hypothesised
factor. The results of this analysis are shown in Table 2, which shows the standardised factor
loadings (SFLs) for each item, together with the composite reliabilities (CRs) and average
variance explained (AVEs) for each factor. As each of the standardised factor loadings exceeded
0.60, it can be concluded that there is reasonably high convergent validity (see Hair, Black,
Babin, Anderson and Tatham, 2006). The composite reliability scores were all greater 0.80
(exceeding the commonly accepted threshold of 0.70); thus showing a reasonably high level of
reliability. The average variance explained for the factors ranged between .52 and .77,
indicating good evidence of discriminant validity (see Hair et al, 2006; Fornell, C. and D.
Larcker, 1981). This is also confirmed by the correlation matrix, as shown in Table 3, which
indicates that there is also no multicollinearity between the constructs.
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To address the issue of common method bias inherent in survey studies, we also performed
a Harman’s one factor test, which would indicate the presence of bias if one dominant factor
were to emerge that accounted for the majority of the variance in the items (Podsakoff & Organ,

1986; Podsakoff, MacKenzie, Lee, & Podsakoff, 2003). The results of this test showed that the

items used to measure our constructs for SPMGs loaded onto different factors; thus providing
evidence that there was minimal chance of common method bias in this studys.

Table 2: Confirmatory Factor Analysis - SPM Goals

Construct CR AVE Item SFL
Reducing greenhouse emissions .887
Carbon trading .839
Investment in pollution control .832
Envi l l 931 629 Budget water conservation .808
nvironmental goals ’ ’ Quantify environmental targets .806
Other environmental management systems .781
Budget for waste management 757
Disclose information .605
New products .865
New product innovation Sales from new products /8%
goalsp .924 .633 Time to market new products or services -840
Length of cycle time 722
Percent market share 677
Customer retention -906
Customer acquisition and 886 662 Customer acquisition 885
retention goals ’ ’ Sales growth ZZ;
Customer profitability )
Information System capability .876
Information systems Online information 798
oy .882 .652 785
capability goals Use of IT :
Employee productivity 767
Employee training .805
Health safety 741
Employee welfare and Embplovee retention 723
community engagement .899 .518 ploy . 720
goals Community engagement :
. .672
Product quality
. . .646
Donations to community
Operational profitability Cash flow from operations .875
goals -867 766 Profit before tax from operations 875
Organisational ROI .852
profitability goals 841 726 EVA .852
CR = Composite reliability as determined by (X SFL)* / (Z SFL)* + X e) (see Fornell & Larcker, 1981)
AVE= Average Variance Extracted
SFL = Standardised factor loading
5 See Golden, 2006; McFadden, Stock, & Gowen, 2006.
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Table 3: Correlations between Constructs

EG NPIG CARG ISCG OPPG ORPG EWCG CSP ESP SNPP POP EBAP
EG 1
NPIG 465" 1
CARG 3347 .558" 1
ISCG 434" 495" .604" 1
OPPG .204” 234" 3237 255" 1
ORPG 479" 466" 431" 362" .237" 1
EWCG 479" .496” .496” 519" .3757 .3227
CSP .207" 2717 .240" .294" .084 .205" .333"7 1
ESP 1727 .100 156 3417 130 .120 392" 4217 1
SNPP 3217 767" .448" 390" .064 336" 286" 182" .104 1
POP .046 2017 .2107 .088 .382" 133 246" 195" .219” 163 1
EBAP 759" 3717 .363" 4127 182" .376" .395" .188" 135 3147 .051
**p<0.01.
*p<0.05.

EG = Environmental goals, NPIG = New product innovation goals, CARG = Customer acquisition and retention goals, EWCG = Employee welfare and community engagement goals, OPPG =
Operational profitability goals, ORPG = Organisational profitability goals.

CSP = Customer Satisfaction Performance, ESP = Employee Satisfaction Performance, SNPP = Sales from New Products Performance, POP = Profit from Operations Performance and EBAP =
Environmental Budget Allocation Performance
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Research question 2: Which of these sustainability performance management goals (SPMGs)
are significantly associated with organisational performance?

To answer the above question, the sustainability performance management goal factors
were regressed against five single-item dependent variables of Customer Satisfaction
Performance (CSP), Employee Satisfaction Performance (ESP), Sales from New Products
Performance (SNPP), Profit from Operations Performance (POP) and Environmental Budget

Allocation Performance (EBAP). MANCOVA analysis6 was then conducted after controlling for
stakeholder stability, technological stability, company size, internet usage, strategic alliances,
level of cost reduction strategy, level of product differentiation strategy, and type of industry.
All of these control variables were not significantly related to the dependent variables.

The following results were obtained (see Table 4):

1.

2.

3.

All dependent performance variables were significantly affected by at least one of the
sustainability performance management goals.

Environmental goals were significantly associated with environmental budget allocations
and sales from new products.

New product innovation goals were significantly associated with sales from new products.
Customer acquisition and retention goals were significantly associated with sales from
new products and customer satisfaction.

Information systems capability goals were significantly associated with employee
satisfaction, environmental budget allocations and sales from new products.

Employee welfare and community engagement goals were significantly associated with
employee satisfaction, customer satisfaction and environmental budget allocations.
Operational profitability goals were significantly associated with profit before tax from
operations.

Organisational profitability goals were significantly associated with customer
satisfaction.

® The reason for using MANCOVA analysis is that as there were several dependent variables and a multivariate technique
such as Multivariate Analysis of Variance controls for any possible correlation between the dependent variables (whereas
separate ANOVA or regression analyses would not -See Hair et al 2006, p.400).
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Table 4: MANCOVA tests of between-subjects effects

Source (Factor) Dependent variable Type Ill sum of squares | df | Mean square F Sig.
Corrected Model Customer satisfaction 196.541 | 79 2.488 1.609 .008
Employee satisfaction 250.995 | 79 3.177 1.640 .006
Sales from new products 715.867 | 79 9.062 5.127 .000
Profit from operations 234.960 | 79 2.974 1.550 .013
Environmental budget allocation 722.242 | 79 9.142 5.246 .000
Environmental goals Customer satisfaction .249 1 .249 .161 .689
Employee satisfaction .151 1 .151 .078 .780
Sales from new products 10.026 1 10.026 5.673 .019
Profit from operations 2.326 1 2.326 1.212 .273
Environmental budget allocation 263.999 1 263.999 | 151.496 .000
New product innovation goals Customer satisfaction 1.245 1 1.245 .805 .371
Employee satisfaction 2.471 1 2.471 1.276 .261
Sales from new products 180.185 1 180.185 | 101.951 .000
Profit from operations .875 1 .875 .456 .501
Environmental budget allocation 2.605 1 2.605 1.495 .224
Customer acquisition and retention goals Customer satisfaction 8.218 1 8.218 5.316 .023
Employee satisfaction .276 1 .276 .143 .706
Sales from new products 29.624 1 29.624 | 16.762 .000
Profit from operations 2.582 1 2.582 1.345 .248
Environmental budget allocation 2.400 1 2.400 1.377 .243
Information systems capability goals Customer satisfaction 3.774 1 3.774 2.441 121
Employee satisfaction 24.051 1 24.051 12.418 .001
Sales from new products 7.292 1 7.292 4.126 .044
Profit from operations 1.164 1 1.164 .606 .438
Environmental budget allocation 24.022 1 24.022 | 13.785 .000
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Table 4: MANCOVA tests of between-subjects effects (continued)

Source (Factor) Dependent variable Type lll sum of squares | df Mean square F Sig.
Empiloyee welfare and community engagement Customer satisfaction 8.713 1 8.713 5.636 .019
oals
: Employee satisfaction 29.920 1 29.920 | 15.448 .000
Sales from new products .237 1 .237 .134 .715
Profit from operations 2.995 1 2.995 1.561 .214
Environmental budget allocation 6.817 1 6.817 3.912 .050
Operational profitability goals Customer satisfaction .250 1 .250 .162 .688
Employee satisfaction 5.894 1 5.894 3.043 .083
Sales from new products .033 1 .033 .018 .892
Profit from operations 19.892 1 19.892 | 10.364 .002
Environmental budget allocation .034 1 .034 .020 .889
Organisational profitability goals Customer satisfaction 7.011 1 7.011 4,535 .035
Employee satisfaction 3.749 1 3.749 1.936 .166
Sales from new products .004 1 .004 .003 .960
Profit from operations 4.401 1 4.401 2.293 .132
Environmental budget allocation .070 1 .070 .040 .842
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Discussion

As discussed earlier, studies on the association between sustainability performance
management goals and organisational performance have produced mixed results. Perhaps these
varying outcomes may be attributable to the different types of sustainability performance
management goals, and the different measures of organisational performance employed across
the different studies. In this study, efforts were made to more clearly delineate the different
types of sustainability performance management goals through factor analysis. This resulted in
seven sustainability performance management goals - environmental, new product innovation,
customer acquisition and retention, information systems capability, employee welfare and
community engagement, operational profitability, and organisational profitability. Also,
following prior research, five different aspects (dimensions) of organisational performance were
identified and assessed. The assessment was done by regressing each of the seven separate
SPMGs factors against each of the five separate aspects of organisational performance including
customer satisfaction, employee satisfaction, sales from new products, profit from operations,
and environmental budget allocation. A MANCOVA analysis was used to control for stakeholder
stability, technological stability, company size, internet usage, strategic alliances, level of cost
reduction strategy, level of product differentiation strategy, type of industry, and possible
correlations among the dependent variables.

The results of this multivariate analysis presented in Table 4 suggest that improved overall
performance appears to be favourably influenced by a combination of sustainability performance
management goals (SPMGs). The combination of environmental, new product innovation,
customer acquisition and retention, and information systems capability goals appeared to have
positively influenced sales of new products. Environmental, information systems capability, and
employee welfare and community engagement goals positively influenced environmental budget
allocations. Furthermore, customer acquisition and retention, employee welfare and community
engagement, and organisational profitability goals appear to be important in maintaining
customer satisfaction. Finally, information systems capability together with employee welfare
and community engagement goals appeared to be important in maintaining employee
satisfaction.

These results make intuitive sense. In order to achieve an improvement in overall corporate
sustainability performance, the results indicate that it is necessary to concentrate on all of the
different aspects (goals) of performance management. These aspects include not only focusing
on the internal or behavioural issues (such as information systems capability, employee welfare
and community engagement) but also meeting the external stakeholder needs through the
establishment and implementation of environmental, new product innovation and customer
acquisition and retention goals. Furthermore, these results show that in order to achieve
customer satisfaction it is important to concentrate on goals related to employee welfare as well
as customer acquisition and retention, in addition to organisational profitability goals. This
evidence would indicate that it is just as important to focus on employee retention, involvement
and training, health and safety, and community engagement goals (albeit to a lesser extent), as
it is to have a customer goals focus. The results also highlight the importance of employee
recognition and reward systems to encourage greater employee participation.

In summary, the results reveal that to improve the different aspects (dimensions) of
organisational performance, management ought to give due attention to each of the sustainable
performance management goals (SPMGs) that positively influence the related dimension of the
organisational performance. For example, the results reveal that to attain improved new
product sales, it is not enough to just concentrate on the new product innovation goals, rather,
it is important for the organisation to focus also on environmental performance management
goals. A rationale for this view is that an organisation’s environmentally friendly behaviour and
activities improve the organisation’s community image. Today’s environmentally conscious
customers and community are likely to be relatively happier with an organisation that is known
to be operating in an environmentally friendly manner. With such a positive image the
organisation can enjoy a competitive advantage in attracting both new and existing customers to
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its new or differentiated products. In other words, an organisation, having a positive image of
being environmentally friendly, can improve its brand image resulting in relatively high sales of
both existing and new products (Ferreira et al., 2010; and Hansen and Mowen, 2005).

Conclusions, limitations and suggestions for further research

This study identified seven particular sustainability performance management goals that are
implemented (pursued) by medium to large Australian companies. It also empirically
investigated the associations between each of the identified sustainability performance
management goals (SPMGs) and each of the five dimensions of organisational performance. The
findings show that there are significant positive associations between the SPMGs —
environmental, new product innovation, customer acquisition and retention, information systems
capability, employee welfare and community engagement, operational profitability — and the
different dimensions of the organisational performance. All of these seven sustainability
performance management goals were found to be associated with improving overall
performance. Furthermore, employee and customer involvement, employee retention and
training, health and safety, and community engagement goals appear to also contribute to
customer satisfaction; while environmental, new product innovation, customer acquisition and
retention, and information systems capability goals were positively associated with sales from
new products.

Our study makes two important contributions to the existing knowledge in management of
organisational sustainability. First, it empirically identifies seven different sustainability
performance management goals (SPMGs) that are pursued by medium to large Australian
companies. We consider this finding significant; as there are very few studies that have
identified such SPMGs. Therefore, we consider our findings significant as future research may
use these SPMGs for further empirical investigations; thereby make further contributions to the
knowledge in the area. The second important contribution is the provision of empirical evidence
for the associations between each of the seven SPMGs and the different dimensions of
organisational performance. Our results will hopefully lead to further research on refining the
SPMGs and dimensions of corporate performance in different contexts. The significant
contribution of our study to practice is the guidance that these results may provide to senior
management in setting their organisation’s SPMGs and in prioritising them within the constraints
of resource availability.

However, it must be acknowledged that the sample businesses could only be regarded as
representative of medium to large Australian companies in the manufacturing, retail, financial
institutions, services and tourism industries. Moreover, the total sample size of 232 businesses
may limit the generalisability of these results to a wider population of businesses. This is
particularly important in that the response rate was only 15 per cent, from which it is difficult to
make any general inferences about the population, as the sustainability performance
management goals of other organisations are unknown. Therefore, further research is required
to ascertain whether the same goals are evident across organisations of different sizes and
industry groups within a broader sampling frame.

This study was also restricted to particular types of sustainability performance management
goals. Future research may investigate the perceived importance of other types of sustainability
performance management goals. An exploratory factor analysis was also undertaken to
investigate whether any combinations of these goals were correlated with organisational
performance. Future research may extend this study by considering the importance and
effectiveness of total integrated systems of sustainability performance management goals to
further investigate our preliminary proposition that holistic approach to performance
management leads to improvements in organisational effectiveness. The matching of the
organisation’s business strategic priorities with its sustainability performance management goals
may also be further investigated to identify the impact of strategic readiness on organisational
performance.

Finally, in this study, organisational performance was operationalised by respondents’ self-
reported measures of customer satisfaction, employee satisfaction, sales from new products,
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profit from operations, and environmental budget allocation. Further research may investigate
alternative subjective measures of organisational performance such as different benchmarking
standards of comparative performance, and different alternative measures such as profit margins
and sales growth.

References

Ahmad, N. N. N., and Rahim, N. L. A. A. (2002). Awareness of the corporate social responsibility
among Malaysian managers in selected public listed companies. International Islamic
University, Kuala Lumpur, Malaysia.

Ahmad, S. J. (2006). From principles to practice: exploring corporate social responsibility in
Pakistan. The Journal of Corporate Citizenship, 24, 115-123.

Al-Khater, K., and Naser, K. (2003). Users' perceptions of corporate social responsibility and
accountability: evidence from an emerging economy. Managerial Auditing Journal, 18, 538-
548.

Atkinson, A. A., Banker, R. D., Kaplan, R. S. and Young, S. M. (1997). Management Accounting,
2" edition International Edition, Prentice Hall.

Comrey, A.L. and Lee, H.B. (1992). A First Course in Factor Analysis, Academic Press, San Diego,
University of California.

Creyer, E. H., and Ross, W. T. (1997). The influence of firm behaviour on purchase intention: do
consumers really care about business ethics? Journal of Consumer Marketing, 14, 421-432.

CSR Europe (2001). Preparing today's and tomorrow's managers: a survey on companies' attitudes
and training on corporate social responsibility. Retrieved 15 April, 2007, from
http://www.csreurope.org/ourpublications/default.aspx.

Dawkins, J., and Lewis, S. (2003). CSR in stakeholder expectations and their implication for
company strategy. Journal of Business Ethics, 44, 185-193.

Dean, D. H. (2004). Consumer perception of corporate donations: effects of company reputation
for social responsibility and type of donation. Journal of Advertising, 32, 91-102.

Ferreira, A., Moulang, C., and Hendro, B. (2010). Environmental management accounting and
innovation: An exploratory analysis, Accounting, Auditing & Accountability Journal, 23(7),
920-948.

Ford, J.D., and Schellenberg, D.A. (1982). Conceptual issues of linkage in the assessment of
organisational performance, Academy of Management Review, 7, 49-58.

Forker, L., and Vickery, S. K. (1996). The contribution of quality to business performance,
International Journal of Operations and Production Management, 16, 44-62.

Fornell, C. and Larcker, D. (1981). Evaluating Structural Equations Models with Unobservable
Variables with Measurement Errors, Journal of Marketing Research, 18(1), 39-50.

Freeman, R. E. (1984). Strategic Management: A Stakeholder Approach, Pitman Books, Boston:
Mass.

Golden, T. D. (2006). Avoiding depletion in virtual work: Telework and the intervening impact of
work exhaustion on commitment and turnover intentions, Journal of Vocational Behavior,
69(1), 176-187.

Goodpaster, K. E. (2001). Business ethics and stakeholder analysis, in Beauchamp, T.L., Bowie,
N.E. (Eds),Ethical Theory and Business, 6th ed., Prentice-Hall, Upper Saddle River, NJ, 66-
85.

Gopalakrishnan, S. (2000). Unravelling the links between dimensions of innovation and
organizational performance, Journal of High technology Management Research, Spring, 11,
137-153.

Greening, D. W., and Turban, D. B. (2000). Corporate social performance as a competitive
advantage in attracting a quality workforce. Business and Society, 39, 254-280.

Greenwood, M. R. (2001). Community as a stakeholder: focusing on corporate social and
environmental reporting. Journal of Corporate Citizenship, 4, 31-46.

Griffin, R. W. (2002). Management 7th ed.. Boston. New York: Houghton Mifflin Company.

Gupta, D. K., and Saxena, K. (2006). Corporate social responsibility in Indian service
organisations: An empirical study, International Conference on CSR-Agenda for Asia. Kuala
Lumpur, Malaysia.

Hair, J.F., Anderson, R.E., Tatham, R.L. and Black, W.C. (2006). Multivariate data analysis with
readings, 6th edn, Prentice Hall, Englewood Cliffs.

Hansen, D.R and Mowen, M.M. (2005). Environmental Cost Management, Management
Accounting, Thompson-South Western, Mason: OH, 490-526.

© e-JSBRB Vol.3, Iss.2 (2012) 41



Gadenne, Sands & Mia - Volume 3, Issue 2 (2012)

Iselin, E., Mia, L., and Sands, J. (2008). The Effects of the balanced scorecard on performance:
The impact of the alighment of the strategic goals and performance reporting, The Journal
of General Management, 33(4), 71-85.

Kaplan, R. S., and Norton, D. P. (1992). The balanced scorecard - measures that drive
performance, Harvard Business Review, Jan- Feb, 71-79.

Kaplan, R. S., and Norton, D. P. (1993). Putting the balanced scorecard to work, Harvard
Business Review, September- October, 134-147.

Kaplan, R. S., and Norton, D. P. (1996). Using the Balanced Scorecard as a strategic management
system, Harvard Business Review, 74, 75-86.

Kaplan, R. S., and Norton, D. P. (2006). Alignment: using the balanced scorecard to create
corporate synergies. Boston, Mass.: Harvard Business School Press.

Keijzers, G. (2005). Business, Government and Sustainable Development New York: Routledge

Lantos, G. P. (2002). The ethicality of altruistic corporate social responsibility. Journal of
Consumer Marketing, 19, 205-208.

Lau, C. M. and Eggleton, I.R.C. (2000). The Interaction Between Accounting Control Systems and
Task Uncertainty Affecting Budgetary Slack. Asia Review of Accounting, 8, 1-24.

Maignan, 1. (2001). Consumers' perceptions of corporate social responsibilities: a cross-cultural
comparison. Journal of Business Ethics, 30, 57-72.

Maignan, I., and Ferrell, O. C. (2001). Corporate citizenship as a marketing instrument concepts,
evidence and research directions. European Journal of Marketing, 35, 457-484.

Maignan, 1., and Ferrell, O. C. (2004). Corporate social responsibility and marketing: an
integrative framework. Journal of the Academy of Marketing Science, 32, 3-19.
Maignan, I., Tomas, G., and Hult, M. (1999). Corporate citizenship, cultural antecedents and

business benefits. Journal of the Academy of Marketing Science, 27, 455-469.

Mapes, J. and New, C. (1997). Performance trade-offs in manufacturing plants, International
Journal of Operations and Production Management, 17, 1020-1033.

Mason, T. (2000). The importance of being ethical. Marketing, 26 October, 27.

McFadden, K. L., Stock, G.N. and Gowen, C. R. (2006). Exploring strategies for reducing hospital
errors. Journal of Healthcare Management. Mar-Apr, 51(2), 123-36.

Perrini, F. and Tencati, A. (2006). Sustainability and stakeholder management: the need for new
corporate performance evaluation and reporting systems, Business Strategy and the
Environment, 15, 296 - 308.

Peterson, D. K. (2004). The relationship between perceptions of corporate citizenship and
organisational commitment. Business and Society, 43, 296-319.

Podsakoff, P.M., and Organ, D.W. (1986). Self-Reports in Organizational Research: Problems and
Prospects, Journal of Management, Winter 1986, 12(4), 531-544.

Podsakoff, P. M., MacKenzie, S B., Lee, J-Y., and Podsakoff, N. P. (2003). Common method
biases in behavioral research: A critical review of the literature and recommended
remedies. Journal of Applied Psychology, 88(5), Oct 2003, 879-903.

Porter, M. E. (1980). Competitive strategy: Techniques for analysing industries and competitors,
Free Press, NY.

Rangone, A. (1996). An analytical hierarchy process framework for comparing the overall
performance of manufacturing, International Journal of Operations and Production
Management, 16, 104-119.

Ruf, B. M., Muralidhar, R. M., Brown, J., Janney, J. and Paul, K. (2001). An empirical
investigation of the relationship between change in corporate social performance and
financial performance: a stakeholder theory perspective. Journal of Business Ethics, 32,
143-156.

Sen, S., and Bhattacharya, C. B. (2001). Does doing good always lead to doing better? Consumer
reactions to corporate social responsibility. Journal of Marketing Research, 38, 225-243.
Steiner, G. A., and Steiner, J. F. (2005). Business, Government and Society: A Managerial

Perspective Eleventh Edition. New York: McGraw-Hill Professional.

Turban, D. B., and Greening, D. W. (1997). Corporate social performance and organisational
attractiveness to prospective employees. Academy of Management Journal, 40, 658-672.
Wilson, M. (2003). Corporate sustainability: What it is and where does it come from?, lvey

Business Journal, March/April, 1-6.

© e-JSBRB Vol.3, Iss.2 (2012) 42



