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Abstract 

In today’s business environment, sustainability is a trend which can allow companies to implicate social, economic and 
environmental pillars to the strategy and management of the company. Although the sustainability concept is not new, many 
organizations still do not know how to implement or measure its outputs. This study aims to look closer to sustainability issue as a 
fifth pillar of the balanced scorecard which combines financial and nonfinancial issues into a comprehensive performance 
management system. Balance scorecard was being adopted by companies all over the world to implement corporate strategy, thus 
it can be considered as a bridge to implement sustainability strategy and link corporate sustainability objectives with actions and 
performance outcomes. 
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1. Introduction 

Every business usually determines the profit or the form of profit as their main goal. This situation is the main 
reason that the management is traditionally focused on profitability, market share and etc.  Therefore, many of them 
view the sustainability as only a companion to financial reporting. However, it is a well-known fact that in the new 
markets, decisions context changes fast and enterprise strategy management more challenging than it used to be. 
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Information is not enough and new measures are needed for evaluating the impact of the strategies and actions that 
companies prefer. Modern entities are now facing an emerging business phenomenon which is described as 
sustainability performance management which addresses the social, environmental and economic aspects of corporate 
management. Several factors have motivated companies to investigate and improve environmental performance. 
Stakeholders and customers increasingly may require consideration of the environmental issues. Although the 
sustainability concept is not new, many organizations still do not know how to implement or measure its outputs. What 
is more, implementation of performance management systems is challenging due to the differences amongst the 
companies and users of performance management system.  

 
During the last decades, the mounting global attention to sustainability has led to a worldwide debate on how a 

sustainable world could be realized. In this debate, companies are regarded as crucial actors in contributing to global 
sustainability goals. Not only do they play a core role in modern society, by offering employment and contributing to 
wealth creation but they are also responsible for numerous social and environmental problems. Lansituoto and 
Jarvenpaa (2010) pointed out in their study that environmental issues may become strategic because they have an 
influence on a company’s image, profitability, competitiveness, markets and products which will affect its future 
economic survival.  In recent years, many corporations have implemented environmental and social management 
systems in order to manage and control sustainability related issues. However, these management systems often fall 
short in companies’ practice. The underlying reason of this situation is, in many cases these management systems are 
run on the operating level thus they are not linked to the strategic planning and management of the company.  

 
Balanced scorecard has high potential to integrate environmental and social aspects into the general management 

system. It has to be noted that the balance scorecard is not a tool for the formulation of strategies, it serves to describe 
an existing strategy consistently in order to enhance, its successful execution (Leon-Soriano et al., 2010). It allows 
companies and organizations to clear their visions and strategies while translating them into action. According to 
Kaplan and Norton (1996), model provides feedback on the internal business processes and the external outcomes of 
those actions. Therefore, it can be used as a continuous improvement tool for finding the most strategic performance 
and results (Johansson and Larson, 2015). Using the balanced scorecard approach based on sustainable development 
parameters is a powerful and useful methodology to evaluate the sustainable performance of organization or company. 

 

2. Literature Review of Balance Scorecard 

Performance measurement/management systems are widely explored by managerial and accounting scholars 
(Ferreira and Otley, 2009).  Set of activities to determine the aims and supports the implementation of planning, 
control, measurement, rewarding and learning mechanisms are defined as the performance measurement system 
(Agostino and Arnaboldi, 2012). Traditional performance evaluation systems have the common weakness which 
overemphasizes the financial parameters and other perspectives were neglected. In the new market context where 
information highly influences companies’ success, no single performance indicator could fully capture the complexity 
of an organization’s performance. With multiple and often conflicting demands from various stakeholders, a 
company’s performance objectives are multidimensional. 

 
In 1990s, Kaplan and Norton introduced a methodology to combine both financial and non-financial issues into a 

performance management system which is called Balance Scorecard (BSC). The BSC approach involves identifying 
key components of operations, setting goals for them and finding ways to measure progress towards their achievement 
(Leon-Soriano et al., 2010). The innovation of BSC is to evaluate an organization from for perspectives which are 
financial, customer, internal and learning perspective. In Figure 1 general framework of BSC which is determined by 
Kaplan and Norton (1996) is presented. BSC lets executives see whether they have improved in one are at the expense 
of another. 

 
Financial perspective simply measures the revenue growth, investment return and cost reduction by gathering 

financial data and reviewing business performance based on financial performance.  Financial analysis as the sole 
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business performance measurement had lost its utility since it could only tell a company about its past.  Hannabarger 
et al. (2007) stated that business management and measurement needed to change because the world changed and the 
structure of business management has evolved through time. The financial perspective can measure the effectiveness 
of all the other perspectives.  Johansson and Larson (2015) stated that this perspective indicates whether the previous 
strategies have been used to lead to economic success and seeks to define the financial performance of strategies meant 
to achieve revenue growth and cost reduction.  

 
Customer perspective consists of measures relating to the most desired customer groups. This perspective focuses 

on market share, customer satisfaction, loyalty and acquisition. Especially customer values and profitability can be 
considered as key measures that enable an organization to create a clear vision of the customers whom it should target 
in terms of their needs and expectations from the company. In other terms, this dimension makes it possible to get the 
internal processes, services and products into line with the necessities of current and future markets. 

 
Internal business processes perspective generally identifies more effective processes for the organization to achieve 

high efficiency in terms of its objectives. These can include both short-term and long-term objectives as well as 
incorporating innovative process development in order to stimulate improvement. Companies should identify and 
structure efficiently the internal value driving processes that are vital regarding the goals of customers and 
shareholders. 

 
Learning and growth perspective consists of employee skills, training and administration of routine processes. In 

other words this perspective focuses on internal skills and capabilities, in order to align them to the strategic goals of 
the organization.  

 
Figure 1: The Balanced Scorecard Framework adapted from Kaplan and Norton (1996) 

 
 

Since its introduction as a performance measurement tool in 1991, an increasing number of roles have been 
identified for the BSC (Mooraj et al., 1999). BSC is a systematic approach which helps integrating physical and 
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intangible assets into a comprehensive model and builds a meaningful relationship among different criteria (Rabbani 
et al., 2014). BSC is generally used to clear or update business strategy of the companies and then link strategic 
objectives to long-term targets.  According to the report published by Bain & company, BSC defines an organization’s 
performance and measures whether management is achieving desired results (Rigby, 2015).  In other words, mission 
and vision stated in the company translating into set of objectives and performance measures that can be quantifies 
and appraised. The strategy is the reference point for the entire management process. Model increases companywide 
understanding of the corporate vision and strategy. Education and open communication about strategy are considered 
the basis for employee empowerment. BSC also identifies strategic initiatives clearly and depending on these strategies 
investments are determined. Kaplan and Norton noted that BSC is a strategic management tool not a measurement 
where assessment, improvement and reporting linked together to form a strategic plan. In the model, feedback system 
is used to test the hypotheses on which strategy is based. In simple words, BSC is a model in which strategy turn into 
actions.  

 
BSC is a widely used methodology in today’s business environment. According to Rabbani et al. (2014) study, 

more than 1000 organizations %80 of the organizations that regularly use the BSC reported improvements in operating 
performance and %66 of them also reported an increase in profit. It is used not only in business and industry but also 
in government and non-profit organizations. Grigoroudis et al. (2012) studied on strategic performance measurement 
in healthcare organization. Lin et al. (2013) evaluated operating room performance in hospitals. Dreveton (2013) and 
Elbanna (2013) studied on public sector. Haskemkhani et al. (2013) searched performance evaluation of private 
universities. It is expected to continue to be popular well into the near future. 
 

3. The fifth Pillar of Balance Scorecard 

Sustainability and or related issues with sustainable environment are one of the vital elements in today’s 
organization strategy. Sustainable development can be defined as the development that meets the needs of the present 
without compromising the ability of future generations to meet their own needs. Danchev (2006) stated that the 
organization’s performance is coupled with its sustainable growth and behavior. Sustainability includes broader issues 
in area of ecology, sociology and environment as well as well-being of people and standard of life (Zavodna, 2013). 
For that reason form production sector to the non-profit service sector, all organizations from all around the world try 
to integrate sustainability into their organization’s strategic management.  From this point of view, sustainability 
concept impacts the organizations future. 

 
BSC technique ignored environmental and social aspects as essential pillars of a sustainable business in its original 

form. Figge et al. (2002) believed that BSC can help to take all aspects relevant for achieving sustainability into account 
simultaneously and in a balanced manner. The Sustainable BSC is a promising framework for measuring, managing, 
and reporting the results of corporate sustainable strategy (Hsu and Liu 2010; Lansituoto and Jarvenpaa 2010; 
Schaltegger and Wagner 2006). According to the study conducted by Butler et al. (2011), to implement sustainable 
strategy in BSC model organizations with the sustainable strategy have 3 possible scenarios as follows; 

 1st scenario: Environmental and social aspects can be integrated in the existing four standard dimensions. 
 2nd scenario: An additional perspective can be created to take social and environmental aspect into account. 
 3rd scenario: A specific environmental or social scorecard can be formulated. 

In the first scenario, environmental/social aspects become an integral part of the scorecard when they are integrated 
into the basic four dimensions. By this way, these aspects are automatically integrated in organization’s cause and 
effect links and hierarchically oriented towards the financial perspective. There can be several reasons for integrating 
environmental issues into existing system since the integration may allow the reduction of costs. Although this model 
works well for companies that have a BSC and willing to extend it, companies should consider the level of integration 
in detail before adopting the new additional measures.  Butler et al. (2011) stated in their study that using partial 
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approach in which only a few sustainability indicators are added into some of the perspectives can cause the risk of 
having minimal effects on corporate sustainability practices and outcomes.   

 
Second scenario is considered as a more likely acceptable approach.  Kaplan and Norton also point out that the 

firm-specific formulation of a BSC may involve a renaming or adding of perspective (Kaplan and Norton, 1996).  
Adding a new perspective can be considered as the simplest approach for companies which want to make the 
sustainability as a key value of their company.   

 
In the third scenario, companies establish a separate BSC for their social responsibility strategies or sustainability 

are seen as main strategy to gain advantage in competitive environment. A separate sustainability BSC can be used by 
companies which have no existing BSC but want to measure or integrate sustainability or companies which have 
already have functioning BSC and do not want to change it. Dias-Sardinha et al. (2002) suggested that sustainable 
BSC can consist of four perspectives such as, sustainability, stakeholders, processes and learning. However there can 
be some problems to help company tie sustainability directly into corporate strategy. 

 
The main focus of this study is the second scenario in which an additional perspective can be created. In the adding 

a new perspective approach, Sidiropoulos et al. (2004) studied on improvements in marketing and in implementation 
of the sustainability strategy, Thanaraksakul and Phruksaphanrat (2009) tried to find better evaluation of potential 
suppliers Moreo et al. (2009) searched improvements in understanding the role of environmental goals in corporate 
strategy, Van der Woerd and Van den Brink (2004) investigated improvements in implementation of sustainable 
strategy and Wu and Liu (2010) studied on better evaluation of ISO14001 certified industries. Hansen and Schaltegger 
(2016) tried to answer how can architecture of the BSC be adapted to integrate corporate sustainability question in 
their study.  They searched the sustainability related strategic objectives addressed in the generic sustainable BSC 
architectures and they found that both conceptual and empirical papers have the highest percentage in sustainability 
issue. In environmental view there more empirical papers, from stakeholders view there more conceptual papers. All 
these studies advocated the five perspectives for the framework’s articulation. 

 
This fifth perspective approach could provide more visibility. The sustainability perspective consists of social and 

environmental performance indicators and highlights the importance of social, environmental and economic 
responsibility as a corporate goal. However, companies define sustainability differently from each other. For that 
reason, indicator system which is set up to measure sustainability will vary form company to company because these 
indicator systems will be based on the strategy and goals of the related company.  Weights of the BSC dimensions will 
also depend on the goals and culture of each company (Epstein and Wisner, 2001).  There are no rules about the 
number of indicators that each perspective should include but too many indicators can be distracting and draws 
attention away from the main strategy. Organization’s strategic management should develop certain metrics for 
achieving sustainability goals. Butler et al. (2011) stated in their study that management goals should be quantifiable, 
controllable and include all components. In figure 2 general framework of the BSC with a new sustainability pillar 
which is developed by Rabbani et al. (2014) is presented.  
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Figure 2: The general framework of Sustainable BSC adopted from Rabbani et al. (2014) 

 
 
Sustainable BSC is a tool that has been developed to focus on more qualitative aspects and based on the traditional 

BSC. Not only it provides a broader scope by integrating all three dimensions of sustainability but also provides a 
methodology to bridge the gap between the strategic and operative levels of companies.  Adding a new perspective 
can be considered as a simple way for companies on the other hand, proponents pointed out that linking sustainability 
measures to a company’s economic well-being and strategies may be difficult or even impossible. Figge et al. (2002) 
stated that market based prices for goods and services may not fully reflected environmental and social activities. What 
is more, isolating sustainability measures in a separate perspective might weaken environmental initiatives by not 
providing clear ties to the other perspectives (Butler et al., 2011).  This kind of gap in the clarity, effect the management 
of sustainability in the company.  

 
Bieker (2005) stated that Sustainable BSC can be used as a planning tool. Thus, potentials of value added processes 

which are in the social and ecological aspects revealed. So this situation, prepare the implementation process of the 
strategy.   In addition to the advantage of preparation, company can gain experiences in terms of environmental and 
sustainability department. This will led to increases in the internal acceptance about sustainable BSC. 
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4. Conclusion and Further Studies 

It is an accepted fact that companies still struggle to understand the importance and implement the sustainability 
strategies correctly. However, one of the biggest problems of today’s companies is not the understanding the 
importance of the sustainability. In this competitive business environment every company should have already realize 
the importance of the sustainability aspects. Now they have to adapt their system with several strategies to this rapidly 
changing business environment conditions with accepting sustainability as their core strategy. Even though there are 
several studies in literature about sustainability management and measurement systems, in practice it is hard to achieve 
the full integration. Christnann (2000) and Wagner (2007) stated in their study that under certain conditions, when 
companies add environmental concerns to their typical management systems, several financial benefits will occur. The 
basic problem here is the determination of the connections between environmental and social management and 
financial benefits.   

 
Kaplan and Norton position the BSC as a tool for organizations to manage the demands of relevant stakeholders 

such as shareholders, customers or employees and to translate strategies into action. The vital idea behind this model 
is maintaining the sophisticated tool to management of intangible or qualitative assets since they have a key role in 
competitive environment. So, BSC provides enablers to focus on the achievement of strategic goals in the future as 
well as results to depict the effectiveness and efficiency of measures in the past. 

 
As in the traditional BSC, Sustainable BSC also turns sustainability visions and strategies into action. Intangible 

assets may contribute to the sustainability of companies and this vital issue can be quite understandable with the help 
of sustainable BSC approach. Both researchers and practitioners tried to understand how these intangible dimensions 
can contribute the sustainability strategies.  Integration of the environmental and social aspects to the core management 
of the companies is an important part of today’s business life and sustainable BSC provides a high potential to solve 
this problem. On the other hand, in practice implementation of sustainable BSC is not as easy as explained. Although 
this can be considered as a huge step for the environmental and social management, practical experiences proved that 
development and implementation of sustainable BSC is more than the definition of objectives or determining the 
indicators. Companies should realize that this process is long and challenging road requiring a lot of patience and 
persistence.  

 
As a further study, relationships between current strategies and sustainability aspects should be investigated in 

detail. As it is mentioned before, application of sustainable BSC is not easy so better understanding about the current 
strategies provide better future plan for the implementation of a right measurement system. Moreover, connections 
and the benefits should be explained and new methodologies to increase the value which can be achieved with a 
sustainable management system should be developed. For this purpose, after the correct measurement systems defined 
for the companies the integration process should be created via using management approaches.  At that point, 
integration process can supported with provided benefits of sustainable BSC. To prove what benefits can be achieved 
with sustainable BSC, game theoretical approach can be used. Selected strategies for each dimension can be used in 
game theoretical approach to see which strategies provide highest benefits in terms of profit. 
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