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ABSTRACT

Organizational performance has come to be conceptualized as a multi-faceted construct
that does not rely only on financial metrics. In the stream of performance measurement, balanced
scorecard has taken a strong foothold as researchers and practitioners continue to develop and
implement scorecards customized to suit their strategies in place. As sustainability has become a
topical issue for businesses operating in any industry, assessment of their sustainability
performance has come of relevance. In light of this, we interview hotel managers and executives
to devise a sustainability balanced scorecard (SBSC) based on the foundational characteristics of
BSC along with an addition of a tenet of sustainability. We further investigate the causality
amongst the six perspectives of the proposed SBSC by analyzing data collected from 200 managers
in the hospitality industry of India. Our study contributes to the current research that has not dealt
in depth with the causality characteristic of BSC and illustrates the presence of an integrated
network architecture of SBSC that is exemplified by complex partially mediated relationships
between its perspectives.
Keywords: Sustainability Balanced Scorecard, Performance measurement, Hospitality industry,

BSC causality, Hotel performance



INTRODUCTION

In the context of business, organizations now, more than ever, are under higher scrutiny
given the imposed transparency of corporate information to the public through web and media.
Similar developments are seen across individuals, where, influenced by economic development,
consumers’ lifestyles are improving at a faster rate that has led to a faster realization of self-
actualization in their lifecycles, thereby leading consumers to demand for a more socially
responsible attitude from organizations. Therefore, organizations are now driven to direct their
strategies towards sustainability, as along with governments, other external stakeholders such as
consumers and investors are increasingly demanding for socially driven strategies (Jenkins and
Yakovleva, 2006). The service industry practices corporate sustainability, where it is not limited
to merely cause related marketing or sponsorship, but goes beyond (Pérez and Rodriguez Del
Bosque, 2015). Tourism scholars have also understood the vitality of including various dimensions
in their concept of sustainability, such as society, economy, geology, and ecology (Farrell and
Twining-Ward, 2005, Quintana-Garcia et al., 2018, Hojnik et al., 2020). In the travel and tourism
industry, sustainability plays a more pivotal role for the hospitality industry given the
“bidirectional” relation that exists amongst hotels with their respective society and environment
(Rodriguez and Cruz, 2007). This “bidirectional” relationship is justified and exists such that a
hotel significantly impacts the society and environment it operates in, and these natural and social
environments in turn constitute a significant part of the service experience the hotel provides to its
consumers (Rodriguez and Cruz, 2007, Serra-Cantallops et al., 2018, de Grosbois, 2012). Further,
hospitality and tourism are strongly interlinked as traveling tourists have both accommodation

needs and other hotel-based requirements (Khatter et al., 2019).



In this study, the Indian context is examined as organizations in India are actively engaging
in corporate sustainability due to the enactment of Companies Act 2013 which mandates
organizations with specific turnover, net profit or net worth to install a corporate sustainability
committee (Dharmapala and Khanna, 2018). Further, India’s tourism industry is identified as being
amongst the most competitive travel and tourism industries in South Asia, while, globally, it is
amongst the top 25 economies in terms of outperforming the global average performance (World
Travel & Tourism Council, 2020). Within the tourism industry, the hospitality industry in India is
encouraged to incorporate sustainability measures in their project development phases, where
abidance to specific requirements enables the project approval process and categorization of hotels
towards specific star categories (Ministry of Indian Tourism, 2020a). Further, a comprehensive
sustainable tourism criterion is implemented to ensure sustainable practices throughout the tourism
industry, which incorporates hotels and resorts, tour operators, transport sector, and tourism-
related community and government organizations (Ministry of Indian Tourism, 2020a).

Academicians have emphasized on the relevance of adopting BSC to the tourism and
hospitality industry given the focus of this service industry on operational metrics in addition to
the financial ones (Elbanna et al., 2015, Kang et al., 2015, Sainaghi, 2010). we restrict our focus
to the hospitality industry in India whose goals entail preserving the natural and cultural heritage
of the country in question, asserting the need for this industry to ensure sustainable practices
towards the community and environment (Ministry of Indian Tourism, 2020b). Hence, the SBSC
framework is developed keeping in mind the hospitality industry, where the industry’s growing
workforce and dynamic engagement in sustainability strategies will serve this study’s purpose.

From a scholarly purview, there is a need to examine the hospitality industry, which has

been lacking in performance measurement literature in comparison to industrial and manufacturing



sectors (Sainaghi, 2010). In response to this research gap, scholars began developing scorecards
based on the concept of balanced scorecard (BSC) that were better suited to the hospitality industry
(Elbannaet al., 2015). The BSC is increasingly being studied by researchers in the service industry
(Fatima and Elbanna, 2020) as it poses as an appropriate tool, given its multi-dimensional nature
which enables organizations to provide much needed attention to various stakeholders (Feng et al.,
2003, De Carlo et al., 2008). However, the traditional BSC overlooks significant stakeholders such
as society and environment (Phillips, 2007), thereby leaving a research gap that was utilized by
Hansen and Schaltegger (2016) to propose various sustainability BSC (SBSC) architectures which
incorporate these neglected stakeholders in different manners. Further, as the nature of these
scorecards varies across business units (Figge et al., 2002), a distinct need exists in designing a
SBSC suited to the hospitality industry and exploring the causality amongst its perspectives
(Fatima and Elbanna, 2020). This research study, hence, builds upon the above theoretical gap and
develops an SBSC scale, based on the triple bottom line approach of economic, social and
environmental performance, to enable hotels to assess their overall organizational performance. In
addition to that, this research study conducts a causal analysis that probes into the underlying
relationships amongst the traditional non-financial BSC perspectives, namely, learning and
growth, internal business, and customer, and how these perspectives lead to the outcome of triple
bottom line.
THEORETICAL BACKGROUND & HYPOTHESES DEVELOPMENT

Organizational performance: A balanced scorecard perspective

Performance management research has highlighted the prevailing limitations of measuring
organizational performance using single constructs (Maltz et al., 2003) and focusing exclusively

on financial indicators (Neely and Al Najjar, 2006). A renowned development in the field of



performance management, BSC, by Kaplan and Norton (1992), has gained prominence given the
increasing promotion by its developers and adaptability by various industries. Given the focus of
existing performance measurement systems on mere financial measures, BSC, that was more
comprehensive in nature, attained higher adaptability with its inclusion of non-financial
perspectives in addition to financial perspectives, along with a focus on leading and lagging or
short-term and long-term measures. Despite the multidimensional nature of BSC, research focus
seems to have been placed on lagged financial measures (Bartlett et al., 2014, Bento et al., 2017).
Furthermore, the hierarchical nature of BSC is such that meeting the goals of the non-financial
perspectives acts as a pre-requisite towards attaining the goals of the financial perspective, or in
our case, the environmental, financial, and social perspectives. The SBSC, with its triple bottom
line focus on the ecology, economy and society, resonates much with the multiple stakeholders
that the tourism and travel industry is actively involved with (Kang et al., 2015, Vila et al., 2010).

Structuring the BSC defines the layout and how employee actions contribute to the overall
attainment of financial goals (Ahn, 2001). Rather than focusing on mere operational indices, BSC
ensures that these indices are reflective of current strategies in place within the organization (Ahn,
2001). Kang et al. (2015) indicate that for an organization to utilize a BSC, they first need to
elaborate their visions and goals, followed by analyzing relevant factors required to meet the
strategy. BSC, now professed as a strategic management system, has been devised by Kaplan and
Norton (2001) to assist in operationalizing, communicating and delivering strategy. Kaplan and
Norton (1996a) indicated how organizations need to customize the BSC to meet the needs of its
strategy. Additionally, the various dimensions of BSC are interlinked in such a way that there

exists causal relationships amongst the various dimensions of BSC (Kang et al., 2015).



Performance measurement systems in travel and tourism industry are primarily driven by
budgetary control to build revenues, by customer relationship management to ensure high quality
of service, by strategically managing internal business processes, and by collaborations to drive
innovation and learning (Phillips and Louvieris, 2005). Further, due to the inter-reliability of
employee and customer satisfaction in the travel and tourism industry, employee management is
crucial and invested heavily in this industry. These multi-oriented motives of performance
assessment where consideration is given to various stakeholders portray the importance of utilizing
BSC in the industry. Majority of BSC research in the travel and tourism industry so far, has
pertained to the trend of utilizing BSC as a framework, where most of the researchers analyzed the
contemporary performance measures in the industry as per the BSC perspectives (Evans, 2005,
Phillips and Louvieris, 2005, Ribeiro et al., 2019). However, one research study by Sainaghi et al.
(2019) used BSC as a framework to guide their proposition of a scorecard designed specifically
for new product development for ski resorts. Another prominent trend in travel and tourism
researchers has been using BSC to evaluate sustainability through developing a sustainability BSC
(Vilaetal., 2010) and testing its impact on organizational vision (Kang et al., 2015). Lastly, given
the scarce usage of BSC in the industry, a research study has looked into the third trend of BSC
development for the hospitality industry (Elbanna et al., 2015). However, academicians have
highlighted lack of BSC application and research in the hospitality industry (Elbanna et al., 2015,
Ribeiro et al., 2019, Evans, 2005), as such, thereby, indicating a future research gap.
Conspicuously, while most of the research in the hospitality industry studied the similarity of the
prevailing performance metrics to that of BSC (Evans, 2005, Phillips and Louvieris, 2005, Ribeiro
et al., 2019), a few studies have examined how the hospitality industry has incorporated

sustainability in its performance measurement systems through utilizing a sustainability BSC that



assesses social and environmental performance along with economic performance (Kang et al.,
2015, Vila et al., 2010). Pertaining to the increased engagement in sustainability by the hospitality
industry and minimal usage by the industry of BSC concept towards performance assessment, we
respond to call for future research by Fatima and Elbanna (2020) and take forth the concept of
SBSC to examine its potential and serve to assist extant research.

Sustainability Balanced Scorecard (SBSC)

Irrespective of the similar theoretical background amongst the two concepts, sustainability
and BSC, only one research study by Jamali (2008) stresses on this common ground. Nevertheless,
extant research has managed to focus on a diverse set of industries indicating the prominence of
BSC for assessing sustainability in the corporate world. The sampled industries, including banking
(Bento et al., 2017), pharmaceutical (Hansen et al., 2010), food and clothing (Journeault, 2016),
tourism (Vila et al., 2010), and hospitality (Kang et al., 2015) utilized BSC with at least four to six
perspectives, where sustainability as an add-on perspective was more predominant in the SBSC
design.

One such modified BSC is the sustainability balanced scorecard (SBSC) that aligns with
the nature of hospitality industry, specifically its intangible assets, focus on human resources,
inconsistency in service provision and type of activities (Ribeiro et al., 2019). Given the nature of
the tourism and travel industry, i.e. service industry, employees play a crucial role in delivering
value to customers and hence, this industry needs to ensure employees satisfaction and work
performance exceeds expectations. Hansen and Schaltegger (2018) indicate that the appropriate
SBSC architecture needs to be chosen based on pre-existing sustainability strategy. Accordingly,
our research methodology has been split into two studies, where study one constitutes of interviews

conducted to grasp a better understanding of how the hospitality industry and organizational



performance scholars assess the proposed SBSC architecture. Study one concluded with
understanding what architecture to be used and is followed by study two, where 4-star and 5-star
hotels were surveyed to indicate their performance on various indicators reflecting the six
perspective of SBSC. The following section discusses the selected SBSC architecture, induced as
per the interview findings and the typology of SBSC architectures provided by Hansen and
Schaltegger (2016).

Study 1. In the first exploratory stage of interviews, a sample comprising five practitioners
was selected using purposive sampling technique. Utilization of this non-probability sampling
strategy allowed the researcher to guarantee relevant participants were selected whose consultation
guided the research with justified improvements. The practitioners were well-informed of strategic
activities, including corporate sustainability, in their hotels. The participants were presented with
the scale developed for SBSC that assessed the six perspectives, namely learning and growth,
internal business, customer, environmental, financial, and social. The practitioners were requested
to fill out the survey and were prompted with further questions pertaining to their hotel’s
involvement in sustainability activities and the hotel’s current strategy relating to sustainability.
The interviews lasted for an average of 40 minutes. Table 1 lists the characteristics of the sample

studied.

The engagement of hotels towards sustainability seemed to be two-fold, where activities
relating to preserving both 1) the society and 2) the environment were heavily invested in with

time and monetary resources. Informants identified that their hotels engaged in a variety of



sustainability activities such as using eco-friendly amenities (respondent 1), recycling water, soap
products and plastic (respondent 2), and donating to non-governmental organizations and charities
(respondents 1-5). These sustainability activities related to achieving improvement in
sustainability outcomes relating to the traditional BSC perspectives of financial performance,
internal business processes, customer, and learning and growth. Moreover, some sustainability
activities led to outcomes that were purely environmental or social in nature. These include
building compost plants to reduce food wastage, taking preventive and corrective actions to reduce
workplace accidents (respondent 1); providing safe transportation to female employees
(respondent 2); training staff to elicit a healthy and eco-friendly behavior (respondents 1 and 2);
and providing employment opportunities to a diverse local workforce (respondents 1, 2, and 3). In
considering the nature of sustainability activities of the sampled organizations, the sustainability
indicators are included both, in the traditional BSC perspectives, and as stand-alone sustainability
perspectives. Hence, the proposed SBSC scale with six perspectives is in alignment with the nature
of orientation of the hospitality industry. This SBSC, thus, adopted the extended layout of
sustainability perspectives, such that sustainability indicators are incorporated throughout the
traditional perspectives and additional perspectives, namely environmental and social, dedicated
to sustainability are also proposed (Hansen and Schaltegger, 2016).

Additionally, the respondents also communicated the proactiveness of their organizations
in communicating these sustainability initiatives internally across the organization through the use
of intranet platforms and newsletters (respondents 1 — 5). The goals of hospitality industry now
entail environment and socio-economic outcomes as well given the new changes in tourism
development (Serra-Cantallops et al., 2018). Specific to the Indian context, with the local

imposition of mandated corporate sustainability disclosure in India, organizations in India are



required by the government to partake in sustainability activities, form a sustainability committee,
and disclose their sustainability expenditures, thereby, requiring them, in short, to be proactively
responsible towards sustainability (Dharmapala and Khanna, 2018). Remarkably, hotels in India
were not found to relinquish environmental and social objectives as observed from the following
extracts:

“Our hotel chain has an established ethics and sustainability charter”

- Respondent 1

“Irrespective of government mandates, our hotel engages in sustainability activities™

- Respondent 2

Hence, the triple bottom line approach is applied to the SBSC architecture, where the stand-
alone sustainability perspectives exist on the same hierarchical level as the financial perspective
and hence, represent the triple bottom line concept in its truest form through allowing organizations
to include environmental and social end goals along with the financial outcomes. Further,
respondent 5 indicated that *““hotels are engaging in more pro-environmental behavior [and
looking at ways on] how to increase business effectively””. Accordingly, hotels have turned their
attention towards corporate sustainability to enhance their service quality as pointed our by
respondent 3:

““Once you convince the guests about your service quality, obviously the guests understand that
this is what the hotel gives [in terms of sustainable options], but not the other hotel. This way we
are planning to convince our customers.”

Further, given the service nature of the hospitality industry, the emphasis one needs to place
on employees who deliver the service is also realized in practice, where practitioners such as

respondent 4 asserted that “employee engagement in sustainability has a spillover effect on



organizational performance as well”’. Thus, pertaining to the inter-relations across the various
perspectives of the SBSC, we focused on the non-hierarchical structure with the characteristics of
a network layout that indicates the presence of interlinkages amongst the various perspectives in
the scorecard (Hansen and Schaltegger, 2016, Hansen and Schaltegger, 2018). Additionally, this
type of fully integrated and non-hierarchical SBSC has received limited scholarly attention due to
the inherent difficulties in making trade-offs and in ensuring it is driven by focus and commitment
(Hansen and Schaltegger, 2016). However, as supported by our study one findings, we profess for
the existence of a network structure amongst the six perspectives of SBSC. The succeeding section
hypothesizes the supposed causal relationships amongst the various perspectives of the SBSC as
per the extant literature.
Causal perspectives of BSC

Researchers have focused on the usage of strategy maps along with BSC and its impact on
effective performance measurement (Bartlett et al., 2014, Cheng and Humphreys, 2012,
Humphreys et al., 2016). Strategy maps enable managers to understand how their organizations
function (Neely and Al Najjar, 2006). Bartlett et al. (2014) suggest the use of strategy maps to
visually aid in understanding the relationship between the leading non-financial measures and
lagged financial performance. In a traditional BSC, the non-financial perspectives are perceived
as lead indicators whose effects can then be calculated by evaluating the financial perspective, i.e.
a lag indicator (Kang et al., 2015). Additionally, the various dimensions of BSC are interlinked in
such a way that there exists causal relationships amongst the various dimensions of BSC (ibid.).
Hence, an organization needs to ensure proper management of these various indicators in order to
improve its overall performance (Hansen and Schaltegger, 2016). However, there is a need for

research to examine the mediating relationships of the BSC perspectives (Kang et al., 2015). While



the scant amount of research that has examined the cause and effect relationships between the BSC
perspectives utilized managerial perceptions and judgements to develop strategy maps (Lucianetti
et al., 2019), we direct our attention to extant literature that can assist us in justifying the network
of relationships existing in the SBSC. We then test the developed research model against survey
data collected from hotel managers to test the relevancy and applicability of our proposed model
in the hospitality industry (see Figure 1). The below sub-sections now develop the direct
relationships that exist amongst the BSC perspectives followed by the mediating relationships.

Learning and growth perspective. The nature of the hospitality and tourism industry places
much focus on the service aspect, where employees form the core part of the service provision and
hence, this industry needs to ensure that employee satisfaction and work performance exceed
expectations (Cvelbar and Dwyer, 2013, Serra-Cantallops et al., 2018). Phillips (2007) asserted
the need for hotels to develop employee skills, which can be successfully accomplished through a
feedback loop to ascertain employees’ current level of skill development, and accordingly plan
from thereon. In developing employee capabilities and making them more competent,
organizations can ensure more efficiency in their operations (Moraga et al., 2020). Employees,
when provided opportunity to grow, through the means of training and development are found to
contribute to enhancement of organizational performance (Guest, 2017).

Additionally, organizations can also enhance internal processes by being up to par on
technical developments in processes through establishing and maintaining associations with
external bodies and stakeholders (Slapni¢ar and Buhovac, 2014). In doing so, organizational
growth births innovation which has been identified to hold the strongest interaction power in the
network of BSC perspectives (Tsai et al., 2020). Organizations have found to consistently maintain

relationships with its stakeholders in an effort to maintain the image of organization’s engagement



in sustainability (de Villiers et al., 2016). Furthermore, customers’ evaluation of service quality
was found to be highly based on hotel employees’ eco-friendly behavior (Basti¢ and Gojcic, 2012).
Hence, a learning and growth perspective serves as the foundation of the SBSC, where
organizations emphasize building their sustainable capabilities through investing in their
employees and the accompanying systems and procedures (Kaplan and Norton, 1996a).
Accordingly, we hypothesize:
Hypothesis 1: An increase in the performance of the learning and growth perspective leads to an
increase in the performance of the internal business perspective.
Hypothesis 2: An increase in the performance of the learning and growth perspective leads to an
increase in the performance of the customer perspective.
Hypothesis 3: An increase in the performance of the learning and growth perspective leads to an
increase in the performance of the a) environmental, b) financial, and c) social perspectives.
Internal business perspective. This perspective focuses on primary processes pertaining to
the core business that allows service organizations to ensure adherence by front-line employees to
a streamlined process for improved productivity levels (Park and Gagnon, 2006). Additionally,
tourism research indicates that employees need to be flexible when responding to customer needs
(Myung et al., 2005, Aureli and Del Baldo, 2019), and this is further pronounced in the hospitality
industry where hotel employees deal directly with customers and need to operate in a flexible
environment which allows them to meet customers’ changing needs (Nazarian et al., 2017). When
organizations engage in better resource usage to reduce environmental impact, they also
experience decreased costs that leads to higher financial returns (Price and Sun, 2017). Thus,
through developing innovative work processes that are not only efficient in nature, but flexible as

well, organizations can improve their profits along with delivering high levels of sustainable



performance as they find ways to work sustainably and ethically (Cho and Lee, 2017, Francoeur
etal., 2017).
Hypothesis 4: An increase in the performance of the internal business perspective leads to an
increase in the performance of the customer perspective.
Hypothesis 5: An increase in the performance of the internal business perspective leads to an
increase in the performance of the a) environmental, b) financial, and c) social perspectives.
Customer perspective. Customers play an inherently crucial role in service organizations
where they impact service performance through their direct participation in delivery of service
experiences (Jaaskeldinen et al., 2014). Thereby, customer performance measures need to go
beyond satisfaction (ibid.). In doing so, organizations can assess various indicators from the
customer perspective relating to service received and customer relationship, among other factors
(Kaplan and Norton, 1996a). Corporate sustainability has gained tremendous popularity amongst
the customer base as customers have become concerned about using sustainable products and
services (Chernev and Blair, 2015, Cordeiro and Tewari, 2015). In addition to being
environmentally-friendly, customer perceptions have also been found to be effected by how
ethically oriented the organization is towards society in producing the product or delivering the
service (Chernev & Blair, 2015). Thereby, through satisfying customers, organizations are now
able to improve their financial performance (Francioli and Cinquini, 2014, Moraga et al., 2020,
Bénet et al., 2022) and alongside accomplish the environmental and society-oriented goals.
Hypothesis 6: An increase in the performance of the customer perspective leads to an increase in

the performance of the a) environmental, b) financial, and c) social perspectives.



Mediating roles of customer and internal business perspectives

As formulated by Kaplan and Norton (1996), the four perspectives are linked in a
hierarchical fashion such that they eventually lead to the fulfillment of the strategic goals of the
organization. However, BSC perspectives are not necessarily related in a simple linear fashion,
rather elicit a network like relationship, where perspectives placed at a lower hierarchical level can
impact all the other perspectives at a level higher than their own, indicating presence of a potential
partially mediated model (Bryant et al., 2004). Therefore, based on the above discussion the
mediating hypotheses are formulated below.

Internal business perspective. In service industries, this perspective involves processes
pertaining to effective and efficient service delivery that can be made possible through innovation
(McPhail et al., 2008). Furthermore, development of staff capabilities, in addition to improving
the level of service delivery and efficiency, can also provide motivation to employees to exhibit
pro-social and environmental behavior that are in alignment with achieving the sustainability goals
of organizations (Story and Neves, 2015, Rupp et al., 2013). Further, upon improving work
processes, organizations can enhance their productivity levels and reduce production costs which
has a cascading effect on market share growth and increases profits (Tsai et al., 2020, Lucianetti
etal., 2019). This impact is also observed in organization’s environmental performance upon using
resource efficient work processes that reduce usage. However, establishment of such processes
and infrastructure requires provision of continuous long-term training and development to

employees (Tsai et al., 2020, Slapni¢ar and Buhovac, 2014). Accordingly, we hypothesize:



Hypothesis 7: The internal business perspective mediates the relationship between learning and
growth and customer perspectives.

Hypothesis 8: The internal business perspective mediates the relationships of learning and growth
with a) environmental, b) financial, and c) social perspectives.

Customer perspective. In the context of service industries, customer satisfaction is
primarily driven by employee satisfaction as employees are the forefront of service organization
when performing service delivery (Slapnicar and Buhovac, 2014). In the case of hospitality
industry, the need to manage quality of service received by customers is pronounced given their
direct interactions with customers (Wu and Lu, 2012). Further, consumers are being socially-aware
and are actively evaluating sustainability activities and strategies of organizations when making
purchase decisions (Choi, 2017). Thus, when organizations invest in the betterment of employees
such as providing them with trainings and incentive plans, they signal themselves as an ethical
organization to both employees and customers, where they attract prospective employees and
retain current ones (Zerbini, 2017). Further, with a better working environment in place, employees
in service industries can provide improved service quality to their customers (Moraga et al., 2020).
Customer management can also be improved through developing more efficient operations that
unlock the potential for organizations to reach a more diverse base of customers (Moraga et al.,
2020). Further, as customers form the crux of service organizations, delivering on customer’s
expectations and satisfying their service and sustainability needs can lead to increases in
organizational performance (Quintana-Garcia et al., 2018, Saeidi et al., 2015).

Hypothesis 9: The customer perspective mediates the relationships of learning and growth with

a) environmental, b) financial, and c¢) social perspectives.



Hypothesis 10: The customer perspective mediates the relationships of internal business with a)
environmental, b) financial, and c) social perspectives.
METHODOLOGY

Sample selection

In the second stage of our research methodology, we conducted industry-wide surveys. A
purposive sampling approach was utilized to target relevant respondents from the Indian
hospitality industry, and in doing so, we added to the extant service literature, where so far, little
research has utilized large representative samples in this industry (Serra-Cantallops et al., 2018).
We targeted hotels with a rating of 4-star or 5-star who are required to actively engage in
sustainability activities as per the star category classification imposed by the Hotel and Restaurant
Approval Classification Committee (HRACC) in India (Ministry of Indian Tourism, 2020a).
Accordingly, the questionnaire was administered to a sample of hotel employees selected through
purposive sampling by imposing the following criteria of: 1) having a managerial position and 2)
possessing knowledge of corporate sustainability activities. Further, in surveying managers, a
significant research gap is filled, where academicians have stressed the importance of conducting
future research with a high focus on internal stakeholders (Story and Neves, 2015), given the
difference that exists in the perceptions of internal stakeholders (employees) and external
stakeholders (consumers and investors) due to the familiarity the former has with the organization.

Taking into account a realistic response rate, for the second stage of survey research, a total
of 256 managers were approached by a professional market research agency based in India. From
the targeted 256 managers, we received 200 complete responses (78% response rate). The
incomplete responses were removed for two reasons: first, the respondents did not respond to the

questionnaire at all, leading to no response, and second, the missing or incomplete data of a



questionnaire response was beyond the acceptable criterion of 15% (Hair et al., 2014b). Thus, the
final sample consisted of 200 hotel managers and executives from the qualifying hotels.
Scale selection and validation

The SBSC was theorized to consist of six perspectives, namely learning and growth,
internal business, customer, environmental, financial, and social. To date, an established and pre-
tested perceptual scale for the SBSC does not exist in the organizational performance literature.
However, the extant literature on the balanced scorecard has, to some extent, measured specific
perspectives on a stand-alone basis or developed an industry-specific traditional BSC perceptual
scale. This literature was then utilized to generate a pool of items by selecting relevant items to
constitute an altogether new scale for the SBSC. Hence, in order to effectively measure the SBSC,
pre-established measures were extracted from different sources for each of the six perspectives
such that, overall 37 items were adapted from extant literature (Chuang and Huang, 2018, Elbanna
et al., 2015, Lisi, 2018, Journeault, 2016, van der Woerd and van den Brink, 2004, Dias-Sardinha
and Reijnders, 2005). The items used to assess organizational performance in the form of BSC
have been listed out in the Appendix.

We included four control variables in our model to account for endogeneity and to ensure
our hypothesis are accurately tested. These control variables include hotel size (measured as
number of employees), hotel age (date of establishment), hotel’s star category (4-star or 5-star),
and hotel ownership (private, public or joint). Based on our understanding of literature, these
variables were found to have a confounding impact on hotel performance and were accordingly,

controlled for.



ANALYSIS & RESULTS

The proposed research model (see Figure 1) is tested using a structural equation modeling
(SEM) technique that tests cause-effect relationships for latent variables (Hair et al., 2014b). SEM
is preferred given the complex nature of this conceptual model as it enables simultaneous analysis
of all the variables, where SEM also accounts for variations observed in the data due to unobserved
exogeneous variables termed as “errors” which are not included in the model, rather their existence
is acknowledged and their relations to the other variables are assessed qualitatively (Pearl, 2009).
Additionally, in this research study, partial least square structural equation modeling (PLS-SEM)
was utilized given that the study’s aim is to empirically validate the SBSC research model. Thus,
given that the research objective pertains to theory development and predicting constructs, PLS-
SEM is the preferable choice (Hair et al., 2014a). With respect to path model estimation or analysis,
the first step of the PLS-SEM method comprises the measurement model, followed by the second
step of estimating the path coefficients in the structural model (Vinzi et al., 2010), and is detailed
individually below in each section.
Measurement model

In analyzing the measurement model, the involved constructs need to be tested for their
reliability and validity before moving on to the second step of structural model analysis (Hair et
al., 2014b). Given that all the latent constructs in this conceptual model are reflective in nature,
the evaluation approach to assess reflective measurement models is carried out. Hair et al. (2014a)
explain that one needs to assess the internal consistency, convergent and discriminant validity of
reflective measurement models through assessing their values of composite reliability, average

variance extracted (AVE), and executing the Fornell-Larcker criterion, respectively.



First, the convergent validity of the six perspectives was tested by looking at the outer
loadings of each perspective’s indicators. We removed indicators with outer loadings lower than
0.4 and indicators with outer loadings between 0.4 and 0.7, if their removal increased the
corresponding SBSC perspective’s composite reliability or AVE value (Hair et al., 2014a). This
resulted in an overall of 16 indicators being removed to improve the AVE values for all the six
perspectives of the SBSC. Second, the internal consistency of the perspectives was tested by
examining their composite reliability values. Table 2 lists the reliability and validity values of the
six perspectives with acceptable values for composite reliability (> 0.7) and AVE (> 0.5) (Nunnally

and Bernstein, 1994, Fornell and Larcker, 1981).

Third, the discriminant validity is tested using the Fornell-Larcker criterion which states
that the square root of the AVE values (highlighted in bold) for each latent variable should be
higher than the correlation with the other latent variables. As depicted in Table 3, the six
perspectives exhibit acceptable discriminant validity. As our measurement model was were able
to meet the various criteria of internal consistency, reliability, and validity, we were able to test

our structural model in the next section.



Structural model

Robustness tests. Through testing the structural model or inner model, the presence or
absence of paths amongst the constructs or variables is accounted for. In other words, the structural
models allow for hypotheses testing. Prior to testing the relationships, we first need to carry out a
test for collinearity, non-response bias, common method bias, and endogeneity.

First, we tested for multicollinearity by examining the variance inflation factor (VIF)
values, where values above 5 showed presence of multicollinearity (Vinzi et al., 2010, Hair et al.,
2017). None of the VIF values for any of the six perspective was above 5. Thus, our model did not
suffer from multicollinearity. Second, non-response bias was tested by comparing late responses
with early responses, where late respondents are expected to be similar to non-respondents, and
hence are used as proxies for non-respondents (Armstrong and Overton, 1977, lacobucci and
Churchill, 2010). We used the permutation-based approach and found that the two groups of early
and late responses did not have significant differences between them for the relationships between
the focal constructs under study, thereby indicating absence of non-response bias (Chin and
Dibbern, 2010, Hair et al., 2017). Third, we checked for common method bias through using the
unmeasured latent method construct (ULMC) test as per the instructions put forth by Liang et al.
(2007) for PLS. Our results indicated that all the loadings on the method construct were
insignificant and the average variance of the substantive construct (0.52) was significantly higher
than the method construct (0.34), thus, implying absence of common method bias in our model.

Fourth, presence of endogeneity was tested for using the Gaussian Copula method, where
individual copulas were developed for every endogenous variable to capture its correlation with
the error term (Park and Gupta, 2012). As the three predicting perspectives of learning and growth,

internal business, and customer, may be affected by other constructs that have not been controlled



for in our model, such as organizational risk (Erhemjamts et al., 2013), past organizational
performance (Soytas et al., 2019), management and organizational culture (Surroca et al., 2010,
Garcia-Castro et al., 2010), therefore, we copulate these three perspectives for individual and
simultaneous endogeneity, when predicting their impact on the three triple bottom line
perspectives of environmental, financial, and social. In doing so, we developed around twenty-
four regression models which included individual and multiple copulas. Upon running the
Gaussian Copula test, the copulas for all the twenty-four models regressed models depicted p-
values above 0.5, illustrating absence of endogeneity in our research model (Hult et al., 2018). As
the proposed research model is devoid of issues pertaining collinearity, non-response bias,
common method bias, and endogeneity, we now test the hypotheses by assessing their path
coefficients in the structural model analysis.

Hypothesis testing. We first begin with testing the hypotheses illustrated in our research
model (see Figure 1) that test the direct relationships of the traditional non-financial perspectives,
namely learning and growth, internal business, and customer with the triple bottom line. In general,
using bootstrapping technique, we found strong support for our proposed model (see Table 4).
With respect to the learning and growth perspective, we found significant support in alignment
with our first three hypotheses that relayed an increase in the performance of learning and growth
perspective would lead to an increase in the performance internal business perspective (H1, B =
0.531, p = 0.00), customer perspective (H2, p = 0.331, p = 0.00), and triple bottom line, depicted
by environmental perspective (H3a, p = 0.194, p = 0.01) financial perspective (H3b, f = 0.209, p
=0.00), and social perspective (H3c, p = 0.288, p = 0.001).

Hypotheses 4 (p = 0.361, p = 0.00), 5a (f = 0.316, p = 0.00), 5b (B = 0.216, p = 0.001), and

5¢ (B = 0.161, p = 0.04) that examine the relationship of internal business perspective with



customer perspective and triple bottom line were also strongly supported. Thus, it was found that
in the presence of an increase in the performance of internal business processes, organizations
experienced an increase in the performance levels of customer perspective (H4), environmental
perspective (H5a), financial perspective (H5b), and social perspective (H5c).

Lastly, the direct impact of customer perspective yielded positive path coefficients of 0.290
on environmental perspective (H6a), 0.416 on financial perspective (H6b), and 0.346 on social
perspective (H6c) at p-values of 0.00 each. Therefore, the direct hypothesis which posited that an
increase in customer performance leads to an increase in the performance levels of triple bottom

line was accepted, thereby indicating an overall support for Hypothesis 6.

With respect to the control variables, learning and growth perspective was impacted by all
of the controls positively, except for hotel ownership. Internal business perspective was found to
be positively affected by star category and customer perspective was impacted by both star
category (positively) and hotel size (negatively). Lastly, financial perspective was also found to be
negatively affected by hotel size.

We now test the mediating hypotheses, hypothesis 7 to hypothesis 10 using the same
bootstrapping approach (see Table 5). However, the three-step mediation analysis posited by Hair
et al. (2017) are followed, where 1) the indirect relationship between the independent variable and
the dependent variables via the mediator is tested, followed by 2) testing the direct relationship
without the mediator, and lastly, 3) inferring the type of mediation, namely, competitive,

complementary, or non mediation.



Upon running the bootstrap test, we found presence of complementary partial mediation
for both the mediating perspectives, internal business and customer. We first tested for the
mediating role of internal business perspective in two relationships 1) learning and growth
perspective with customer perspective (H7), and 2) learning and growth with triple bottom line
(H8). With respect to hypothesis 7, step 1 was carried out and internal business perspective was
found to mediate the relationship between learning and growth and customer perspectives (p =
0.00). This was followed by step 2, where learning and growth was found to directly effect
customer perspective (p = 0.00). As per step 3, the type of mediation was computed by finding the
product of the path coefficients of the indirect effect (0.192) and the direct effect (0.331) (Hair et
al., 2017). The resulting path coefficient (0.063) retained its original positive sign illustrating a
complementary partial mediation by internal business perspective, thereby lending support to
hypothesis 7. Similarly, hypothesis 8 was tested using the above method, where the indirect effects
of learning and growth with triple bottom line via internal business and direct effects of learning
and growth with triple bottom line were found to be significant. The type of mediation was
complementary with the following path coefficients (H8a, p = 0.033; H8b, p = 0.024; H8c, =

0.025). Therefore, hypothesis 8 was supported.

Next, we tested for the mediating impact of customer perspective for two relationships: 1)
learning and growth and triple bottom line, and 2) internal business perspective and triple bottom
line. Hypothesis 9 was tested by assessing the significance values of both the indirect effects and

direct effects between learning and growth and the triple bottom line perspectives (environmental,



financial, and social). Both the indirect and direct effects were highly significant at p-values below
0.01. The nature of mediation was complementary partial mediation with path coefficients of 0.012
(H9a), 0.023 (H9b), and 0.033 (H9c). Hypothesis 9 was supported. Lastly, we tested for hypothesis
10, where significant results were found for the indirect relationship between internal business
perspective and triple bottom line through customer perspective as well as the direct relationship.
The products of their path coefficients illustrated partial and complementary mediation (H10a, B
= 0.033; H10b, p = 0.033; H10c, p = 0.020). Therefore, hypothesis 10 was also supported, such
that customer perspective partially mediated the relationship between internal business perspective
and triple bottom line. Conclusively, the overall research model showed a significant predictability
with R? values of 0.46, 0.58, and 0.45 for environmental, financial, and social perspectives
respectively that comprise the triple bottom line.
DISCUSSION & CONCLUSION

While the need to consider causal linkages amongst the BSC perspectives has been agreed
upon normatively by researchers, however, so far extant literature has lacked empirical support of
statistical links between the BSC perspectives (Malina et al., 2007, Francioli and Cinquini, 2014).
Rather, some studies, through the use of qualitative research methods and secondary data, found
that organizations were able to successfully implement scorecards in spite of the organization’s
failure to assess potential causality amongst the perspectives. In response to the absence of
academic and practitioner focus on causality in BSC perspectives, we made use of a subjective
SBSC scale designed exclusively for the hospitality industry to better identify the existing
relationships between the BSC perspectives. Upon analyzing the SBSC, we found statistical
support in alignment with our hypothesized model of partially mediating relationships amongst

the SBSC perspectives.



In order to enhance our understanding of how sustainability is incorporated into the
organizational strategy, we proposed a SBSC framework that suits the nature of the hospitality
industry and their active involvement in sustainability. Through understanding the specific needs
of the hospitality industry, we developed an integrated network architectural framework of SBSC
that led to the construction of a multi-faceted triple bottom line end-goal and also motivated our
hypotheses development of direct and partially mediating relationships between the SBSC
perspectives. In subsuming the triple bottom line as the resultant perspective of SBSC, we
overcome the sheer focus that has been placed on financial performance that inherently limits
organization’s performance evaluation (Park and Gagnon, 2006). Moreover, fortifying the
organization’s social and environmental performance along with its financial performance need
not be viewed as being mutually exclusive since business and society are interdependent beings or
crucial stakeholders, where actions beneficial for the society may not necessarily hinder the
financial sustenance of an organization (Carroll and Shabana, 2010). Studies that have examined
causality in BSC perspectives and found statistical significance have mostly looked at linear
relationships where improved innovation and employee management (learning and growth) led to
higher efficiency in work processes (internal business processes) that had a cascading effect on
growth in revenues, utilization of assets, and reduction of costs (financial) through improving
customer satisfaction and loyalty and attracting new customers (customer) (Perramon et al., 2016,
Francioli and Cinquini, 2014, Garcia-Valderrama et al., 2009, Quezada and Lopez-Ospina, 2014).
On the other hand, relatively fewer research studies have tested and found the existence of partially
mediated BSC models (Bryant et al., 2004, Chen et al., 2011). Thus, we contribute to the

sustainability performance, balanced scorecard, and hospitality literature through the development



of a SBSC scale suited for the hospitality industry and by testing the causality amongst the SBSC
perspectives.

While the traditional non-financial perspectives, i.e. learning and growth, internal business,
and customer perspectives, were found to have a direct and positive impact on the triple bottom
line, however, we also found that the higher-level perspectives partially mediated the lower-level
perspectives towards attaining a higher performance for the triple bottom line perspectives
(environmental, financial, and social). For instance, while any improvement in the performance of
learning and growth perspective was found to replicate in the improvement of triple bottom line
perspectives directly, however, this relationship was found to mediate through two other
perspectives that are higher in level than learning and growth perspective, namely customer
perspective and internal business perspective. Interestingly, this result is in contrast to the findings
of Park and Gagnon (2006), where they failed to find an absence of direct relationship for learning
and growth with financial perspective and found customer perspective to fully mediate this
relationship. This result could be attributed to the inadequate operationalization of learning and
growth perspective which was measured with solely two indicators, “Employee training &
education” and “Manual equipment utilization”. Moreover, Chen et al. (2011) who operationalized
learning and growth perspective from a broader purview found existence of a direct relationship
between learning and growth and financial perspective, and Moraga et al. (2020) discovered the
mediating aspects of customer perspective and internal business perspective in the relationship
between learning and growth and financial perspective, thereby providing support to our findings.

The nature of scorecards that have been investigated for causality by researchers are mostly
in harmony with the traditional BSC design proposed by Kaplan and Norton (1996b) comprising

four perspectives, however, the research study by Tsai et al. (2020) incorporated the sustainability



phenomenon in their balanced scorecard and in doing so, tested for causality amongst a four-
perspectives SBSC comprising learning and growth, sustainable internal processes, stakeholder
involvement, and financial inducement, where they found learning and growth perspective to be
on the same hierarchical level as stakeholder involvement perspective, where these perspectives
then led to the higher level perspectives of financial inducement and sustainable internal processes.
While, Tsai et al. (2020) were able to identify sustainable internal process as the final lagging
perspective in their SBSC design post data analysis, however, the architecture of SBSC proposed
in this study recognized the need to add perspectives dedicated to sustainability and place them at
the same hierarchical level as financial perspective, thereby forming the triple bottom line, prior
to data analysis. In short, our proposed SBSC makes a theoretical contribution as it adds to the
dearth of literature on SBSC and performance measurement literature in the hospitality industry,
specifically through testing for the causality amongst its perspectives and by professing the
empirical support that indicates presence of a complex partially mediated model. Given that BSC
research in the hospitality and tourism industry is still in its early stages, future research can further
examine the differential implementation of BSCs in this industry as compared to other service
industries.
Limitations and Future Research

We undertook various measures to ensure our study delivers quality results that can be
applied to a wider horizon of contexts. With one of the research objectives focused on advancing
performance measurement research in the hospitality and tourism industry, the findings of this
study are quite limited to this particular industry. Further, with the study’s restrictive focus on
hotels in India, the results may have limited generalizability, where the study results can be applied

to hospitality industries in similar contexts such as Sri Lanka, Nepal, and Pakistan. Accordingly,



in this study, the focus was on ascertaining internal validity prior to external validity as the research
focus was to test causality based on theory (Taylor and Asmundson, 2007). The external validity
can be extended in future research through testing the developed scale and conceptual model in
other geographical and industry settings.

Due to the inherent limitations imposed with any study that utilizes cross-sectional data,
the non-experimental descriptive method utilized in conducting this study limits the causal
inferences one can make of the study findings. While, we controlled for endogeneity and found
our model was unaffected by it, however, future research needs to tentatively ascertain the
applicability of the causal nature of the study’s findings in other research settings. Incisively, future
research can look into the prospect of collecting longitudinal to and validate the research model
developed in this study and further advance research on BSC causality (Podsakoff et al., 2000).
Practical implications

From a practical point of view, understanding causal linkages in a performance
measurement model can allow organizations to transparently view the impact of every constituent
(individuals, processes, or systems) on the resulting performance (environmental, financial, and
social), easily communicate this knowledge throughout the organization, learn to explore other
ways to improve performance, and make appropriate strategic decisions (Malina et al., 2007).
Therefore, relating the causal links between the SBSC perspectives will aid the organizational
members in understanding how their performance towards managing customers, employees, and,
processes has an effect on the organization’s triple bottom line. Given the nascent nature of the
SBSC in the hospitality industry, hotels can actively collaborate with researchers to test and further
enhance this scale through field studies. To expand on this line of thought, the different sectors in

the hospitality and tourism industry can collaborate with scholars to understand how the BSC can



be adopted in their organizations, given its high relevance as a performance metric to the service
nature of their industry. This would create a learning and growth experience for both academicians
and practitioners.

Through the means of this study, we intended to add to the extant sustainability and
hospitality literature by focusing on the hospitality industry where sustainability literature
concentrating on the hospitality industry has not been as prevalent (Serra-Cantallops et al., 2018,
Fatima and Elbanna, 2020). While this study proposed several implications for organizations and
scholars, the study’s results are anticipated to assist hotels and related organizations within the
hospitality and tourism industry to improve their sustainability engagement, which has far-
reaching consequences towards the development of the country’s socio-economic and
environmental performance, thereby, enabling India to meet its sustainable development goals. In
proposing a scale for the SBSC to measure organizational performance for hotels this study
embarked upon a journey of promoting a sustainable culture for organizations, in the hope that
both managers and scholars will use it as a stepping stone towards the organizations’ evolution

into an outlook for a sustainable future, given that sustainability is here to stay.



Table 1: Study 1 practitioner sample characteristics

Identifier Designation Department Hotel rating
Respondent 1 Associate Director Learning and Development 5-star
Respondent 2  Director Sales and Marketing 4-star
Respondent 3  Manager Human Resources 4-star
Respondent 4  Manager Human Resources 5-star
Respondent 5  Director Human Resources 5-star

Table 2: Construct reliability and validity
Coding Construct Composite AVE
Reliability
ENV Environmental perspective 0.836 0.506
FIN Financial perspective 0.807 0.512
SOC Social perspective 0.771 0.531
CUS Customer perspective 0.772 0.533
IB Internal business perspective 0.776 0.536
G Learning and growth perspective 0.781 0.543
Table 3. Discriminant validity
SBSC ENV FIN soc cus IB LG
perspectives
ENV 0.711
FIN 0.580 0.715
SOC 0.609 0.580 0.729
CuUs 0.579 0.691 0.603 0.730
IB 0.590 0.600 0.525 0.600 0.732
LG 0.541 0.590 0.569 0.583 0.571 0.737




Table 4: Bootstrapping results: Direct relationships

Hypothesized relations Coefficient value t-statistic
B
H1: Learning & Growth — Internal Business 0.531*** 9.91
H2: Learning & Growth — Customer 0.331*** 4.65
H3a: Learning & Growth — Environmental 0.194** 2.65
H3b: Learning & Growth — Financial 0.209*** 3.70
H3c: Learning & Growth — Social 0.288*** 3.47
H4: Internal Business — Customer 0.361*** 5.67
H5a: Internal Business — Environmental 0.316*** 3.84
H5b: Internal Business — Financial 0.216*** 3.29
H5c: Internal Business — Social 0.161* 2.06
H6a: Customer — Environmental 0.290*** 3.91
H6a: Customer — Financial 0.416*** 6.32
H6a: Customer — Social 0.346*** 4.59
*p<0.05, **p<0.01, ***p<0.001
Table 5: Bootstrapping results: Indirect relationships
Hypothesized relations Coefficient  t-statistic
value (f)
Step 1: Indirect effects
Learning & Growth — Internal Business — Customer 0.192*** 4.72
Learning & Growth — Internal Business — Environmental 0.169*** 3.24
Learning & Growth — Internal Business — Financial 0.115** 2.94
Learning & Growth — Internal Business — Social 0.086* 1.97
Learning & Growth — Customer — Environmental 0.096** 2.88
Learning & Growth — Customer — Financial 0.138*** 3.75
Learning & Growth — Customer — Social 0.115** 3.02
Internal Business — Customer — Environmental 0.105** 3.17
Internal Business — Customer — Financial 0.151*** 4.06
Internal Business — Customer — Social 0.125*** 3.55
Step 2: Direct effects

Learning & Growth — Customer 0.331*** 4.65
Learning & Growth — Environmental 0.194** 2.65
Learning & Growth — Financial 0.209*** 3.70
Learning & Growth — Social 0.288*** 3.47
Internal Business — Environmental 0.316*** 3.84
Internal Business — Financial 0.216*** 3.29
Internal Business — Social 0.161* 2.06

*p<0.05, ** p<0.01, *** p < 0.001
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APPENDIX

Measurement item Reference

Financial perspective

Gross operating profit Elbanna et al. (2015)
Return on sale

Revenue per available room

Liquidity ratio

Environmental, health and safety spending Dias-Sardinha and Reijnders
(2005)
Donations to local society Journeault (2016)
Social perspective
Complying with social regulations Lisi (2018)

Limiting negative social impact beyond compliance
Preventing and mitigating social crises (i.e., work-related
fatal injuries, incidents of discrimination, incidents of human
rights violations across the supply chain)

Educating employees and the public about social issues (i.e.,
health and safety, human rights, preservation and promotion
of local cultural identity

Creation of new job opportunities Journeault (2016)

Environmental perspective

Reduced pollution and service costs Chuang and Huang (2018)
Reduced environmental fines

Increased image in environmental protection
Increases in products with environmentally friendly design

Strengthened internal environmental management and
communication

Awareness and understanding of current trends in
environmental regulations

Customer perspective

Verbal/anecdotal customer feedback via staff Elbanna et al. (2015)
Average spend of customer

Market share

Market share growth
Market share of green services (i.e., provision of eco-friendly van der Woerd and van den
amenities, reduce, reuse and recycle options for hotel Brink (2004)

amenities etc.)
Customer satisfaction




Measurement item Reference

Internal business perspective

Productivity levels, e.g., labor productivity Elbanna et al. (2015)

Efficiency of operations, e.g., booking, room service
Proper completion of planned projects/initiatives

Serving customers on time

Reduction in workplace accidents Chuang and Huang (2018)
Programmes to monitor and reduce use of resources and Dias-Sardinha and Reijnders
prevent pollution (2005)

Learning and growth perspective
Number of new ‘green’ services (i.e., provision of eco- Elbanna et al. (2015)

friendly amenities, reduce, reuse and recycle options for
hotel amenities, energy saving initiatives etc.)

Process improvement initiatives

Building network of relationships with stakeholders
Membership of trade/professional bodies

Staff capabilities

Staff satisfaction

Staff development

Staff retention rate
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