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ABSTRACT

Contemporary management of organizational performance goes beyond mere financial
metrics by integrating crucial social and environmental dimensions. In this essay, we explore
how businesses are adapting their management models to effectively embrace these new
perspectives. By robust frameworks such as Kaplan and Norton's Balanced Scorecard, Porter's
value chain, and EFQM model from the European Foundation for Quality Management,
organizations aim to meet the diverse expectations of their stakeholders. These approaches not
only measure performance from multiple angles including financial profitability, customer
satisfaction, operational efficiency, and environmental impact, but also enhance their ability to
achieve sustainable long-term results.
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INTRODUCTION

Organizational performance is a fundamental concept in modern business management,
encompassing a diversity of dimensions ranging from traditional financial measures to social and
environmental impact. In a globalized and interconnected world marked by increasing
stakeholder expectations and pressing environmental challenges, how organizations define,
measure, and manage their performance is undergoing significant transformation (Kaplan &
Norton, 1992; Elkington, 1997; Porter, 1985).

Contemporary enterprises must navigate an environment where performance criteria have
become more complex and interdependent. How can they adapt their management models to
effectively integrate financial, social, and environmental dimensions while ensuring long-term
success (Freeman, 1984; Lebas & Euske, 2002)?

This article explores how organizations can address this complexity by adopting
performance management models that transcend mere financial metrics to include indicators of
social and environmental responsibility. What are the most relevant theoretical and practical
approaches to assess and enhance performance in this expanded context (Alazard & Sabine,
2007; Capron & Quiairel, 2006)?

LITERATURE REVIEW ON PERFORMANCE
Definition and Conceptual Framework of Performance

Organizational performance can broadly be defined as an organization's ability to achieve
its goals. Bourguignon (2000) distinguishes performance as an outcome, focusing on measurable
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outputs such as profit or market share, from performance as a process, which concerns the
actions and strategies implemented to achieve these results.

Lebas and Euske (2002) propose a conceptual framework that combines financial and
non-financial measures, emphasizing that effectiveness (achievement of objectives) and
efficiency (optimization of resources) are crucial for a comprehensive assessment of
performance.

Evolution of Performance Measures

Traditionally, performance measures have focused on financial indicators. Companies
use metrics such as return on investment (ROI) and return on equity (ROE) to evaluate their
success. These indicators, while crucial, do not capture the full scope of an organization's
activities and impacts.

With the rise of corporate social responsibility (CSR) and sustainable development
concepts, it has become evident that non-financial measures are equally important. According to
Alazard and Sabine (2007), indicators such as customer satisfaction, employee retention, and
environmental performance are now essential for a comprehensive assessment of performance.

Modern Perspectives on Performance

Modern perspectives on performance include an integrative vision that encompasses financial,
social, and environmental criteria. Performance is therefore measured not only in terms of
financial outcomes but also based on how these outcomes are achieved and their overall impact
on society and the environment.

Approaches to Performance

Traditional Approach

The traditional approach to performance is rooted in agency theory, which posits that a
company's primary objective is to maximize value for shareholders. This perspective focuses on
financial indicators and returns for investors. However, this limited view is increasingly being
challenged for its inability to capture the non-financial aspects of organizational performance.

Holistic and Multi-dimensional Approach

Modern approaches advocate for an evaluation of performance that integrates a range of
financial and non-financial criteria. This holistic view is aligned with CSR and sustainable
development principles, which demand that companies consider not only their profits but also
their impact on stakeholders and the environment.

Freeman (1984) proposes a stakeholder-centered perspective, arguing that for an
organization to truly perform, it must meet the needs and expectations of a diverse set of
stakeholders, including employees, customers, suppliers, and the community. This approach
recognizes that strategies focused solely on shareholders can lead to short-term gains at the
expense of long-term sustainability.
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Stakeholder Perspective

Stakeholder theory expands the traditional framework of performance to include the interests of
all parties involved in or affected by an organization's activities. This perspective acknowledges
that for an organization to be truly effective, it must satisfy a diverse set of stakeholders,
including employees, customers, suppliers, and the community.

Freeman and Reed (1983) emphasized that this approach not only improves long-term
organizational performance but also enhances the company's legitimacy and reputation. This
contrasts with the shareholder-centric approach, which may encourage short-term strategies at
the expense of long-term sustainability.

Holistic Perspective

The holistic approach to performance, aligned with CSR principles, suggests that
companies should adopt strategies that balance financial interests with social and environmental
responsibilities. Capron and Quairel (2006) highlight that this approach is essential for
organizations seeking to meet the growing expectations of stakeholders and navigate complex
economic environments.

Performance Models
The Balanced Scorecard

The Balanced Scorecard, developed by Kaplan and Norton (1992), offers a balanced view
of organizational performance by going beyond financial measures to include additional
perspectives:

Financial Perspective: Evaluates performance in terms of profitability and shareholder
value creation.

Customer Perspective: Measures customer satisfaction and loyalty, crucial for growth
and sustainability.

Internal Process Perspective: Analyzes the efficiency of internal processes critical to
performance.

Learning and Growth Perspective: Assesses the organization's ability to innovate, adapt,
and continuously improve.

This model enables companies to manage and monitor their performance in an integrated
and balanced manner, considering the various dimensions that influence their success.

Porter's VValue Chain Model

Introduced by Porter (1985), the value chain model breaks down the company into
primary activities (inbound logistics, operations, outbound logistics, marketing and sales, and
service) and support activities (infrastructure, human resource management, technology
development, and procurement). By examining how each activity contributes to value creation,
this model helps identify areas where improvements can be made to maximize overall
performance.
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Porter suggests that each step of the value chain presents an opportunity to increase
efficiency and effectiveness, leading to superior performance. Companies can thus identify and
exploit activities that generate the most value while minimizing costs and inefficiencies.

EFQM Model

The EFQM Excellence Model is widely used to assess the overall performance of
organizations. It is based on nine criteria grouped into two categories: enablers (leadership,
strategy, people, partnerships and resources, processes, products and services) and results
(people results, customer results, society results, and key performance results).

This model emphasizes operational excellence and encourages a culture of continuous
improvement. It is particularly relevant for organizations seeking formal recognition of their
overall performance.

Other Integrative Models

In addition to well-established models like the Balanced Scorecard and the EFQM model,
other frameworks such as the Triple Bottom Line (TBL) model and the Global Reporting
Initiative (GRI) have emerged to help businesses evaluate their performance in an integrated
manner.

Triple Bottom Line (TBL)

The Triple Bottom Line (TBL) model, developed by Elkington (1997), expands the
traditional perspective of performance to include not only economic aspects (profit) but also the
social and environmental impacts of an organization.

The three pillars of TBL are:

Profit: Traditional measure of economic performance, including ROI and profitability.

People: Evaluates positive social impacts, such as employee quality of life, customer
satisfaction, and contributions to the local community.

Planet: Focuses on environmental impacts, including natural resource management,
greenhouse gas emissions, and conservation efforts.

This model encourages companies to adopt a more balanced and sustainable approach by
integrating social and environmental concerns into their overall performance strategy.

Global Reporting Initiative (GRI)

The Global Reporting Initiative (GRI) provides a standardized framework for reporting
on organizations' environmental, social, and economic performance. It offers guidelines for
preparing sustainability reports, allowing companies to be accountable for their impact on critical
issues such as human rights, ethics, anti-corruption, and climate change. GRI reports help
organizations improve transparency and accountability to stakeholders, thereby enhancing their
credibility and reputation in the global market.
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CONCLUSION

The management of organizational performance is a continuously evolving field,
influenced by changes in stakeholder expectations, technological advancements, and increasing
concerns about sustainability. Traditional performance models, primarily focused on financial
measures, are increasingly being complemented or replaced by more integrative approaches that
consider financial, social, and environmental dimensions.

Tools such as the Balanced Scorecard, Porter's value chain model, and the EFQM model
provide robust frameworks for companies wishing to adopt a more holistic approach to
performance. By integrating these diverse perspectives, organizations can not only enhance their
efficiency and profitability but also strengthen their legitimacy and long-term sustainability.
Recognizing the complexity and multidimensionality of organizational performance is essential
for navigating the contemporary economic landscape. Companies that embrace these modernized
approaches to performance will be better equipped to meet current and future challenges while
creating value for all their stakeholders.
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