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Abstract: The study was carried out to investigate the empirical effect of a strategic management
system on sustainable development by using a balanced scorecard (BSC), as a theoretical lens,
and organizational performance, as an intervening variable. The study incorporated a positivism
research paradigm in order to address the objective nature of research. As the current study has an
empirical and impartial nature, a quantitative method was considered the best method for achieving
the research objectives of the study. The study used questionnaires as a data collection instrument.
In total, three hundred questionnaires were disturbed among Chinese power companies based
in Pakistan. A stratified-random sampling approach was adopted to reach relevant respondents.
Partial least squares-structural equation modeling was used for statistical analysis. BSC indicated a
positive influence on sustainable development. Additionally, organizational performance depicted
partial mediation between the strategic management system and sustainable development. The study
underpins the theoretical foundation of a resource-based view (RBV) and a balanced scorecard view
of the strategic management system. The findings suggest that non-financial measures have better
consequences for employees’ performance, making them ecologically responsive, unlike the financial
performance measures used previously. The study suggests taking measures related to wastage and
usage of inimitable resources that focus on in-addition rather traditional measures, which can allow
sustainable development.

Keywords: strategic management system; balanced scorecard; environmental sustainability and
sustainable development

1. Introduction

The main goal of every organization is aligned with maximization of profit. This has labeled
organizations as profit-making machines. This situation is the main reason for organizations to work
more on their strategic management system to maximization their profitability along with long-lasting
success. The stiff competition in today’s dynamic environment is forcing the corporate world to
strive for highly effective strategic systems that can enable organizations to work independently [1,2].
The competition invisibly invites organizations to work on a sustainable, inimitable, and rapidly
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adaptable strategic management system to enhance organizational performance effectively and
efficiently. Traditionally, the corporate performance management system was deployed to attain
financial outcomes, but later, non-financial measures became imperative for organizations [3,4].
Moreover, contributing to the environment as a factor of sustainable development is becoming a focus
of the current era as it is defined as an organization’s strategic outcome to make it stand-alone among
competition [5,6].

Kaplan and Norton [3] shifted attention from financial measures to a comprehensive performance
management system. The current study benchmarks a balanced scorecard (BSC), as strategic
management system (SMS) tool to translate critical organizational elements for growth [4]. Kaplan and
Norton introduced a balanced card which suggested four perspectives to measure performance:
(1) financial perspective (FP), (2) customer’s perspective (CP), (3) internal business perspective (IBP),
and (4) learning and growth perspective (LGP). BSC helps to develop a common and comprehensive
point of reference for all employees and organizational business units. BSC as a strategic management
tool is being used in many organizations to create a symmetry for effective control and to consider all
relevant perspectives for sustainable success in a well-balanced way [7,8]. The success of implementing
BSC is evident in the US, UK, Canada, Spain, China, and many more developed countries that
have gained short- and long-term benefits. Fifty percent of US and UK organizations are using
BSC as a strategic management system while Canadian, Jordan, and Chinese organizations are
using BSC: 75%, 35%, and 25%, respectively [9–11]. This provides evidence that BSC is the best
tool for improving organizational performance in all aspects [12]. It is imperative to align strategic
management and sustainable development because without linking these two elements, none of the
organizations can reduce the negative environmental and social impacts from business activities [13].
Additionally, a better organizational performance, in the presence of ecological intentions, triggers
sustainable development which benefits sustainable corporate behavior. The purpose of this research
is to investigate the empirical link of strategic management to sustainable development through
organizational performance.

Keeping in view the significance of the strategic management system and its linkage to
organizational performance and sustainable development, the study aims to explore the level of
their interlinkage and its contribution to sustainable development. It is argued that most of the
companies fail to execute strategies because of the following: (a) Only 5% of the employees know
about the company’s strategy, (b) 25% of managers can link the policy to incentives, (c) in 60% of
the organizations, the link between budget and strategy is missing, and (d) discussion on strategy
in 86% organizations is less than one hour [14]. Moreover, the environmental threat is becoming a
serious and challenging issue for organizations. Therefore, the study is significant because it links
the strategic management system with sustainable development within the context of ecological
concerns. The BSC is studied in health, banking, educational, and telecom sectors in Pakistan, but the
energy sector, the dominant sector of the country, is ignored by researchers [15–18]. After opening
the doors for foreign investment in this sector, especially through ‘belt and road initiatives’, many
power sector companies started investing in Pakistan. Hence, the study is helpful to the energy sector
generally and to the Pakistan energy sector specifically. Therefore, there are two main reasons to select
Pakistan as a contextual study. First, the study model has not been investigated in this context. Second,
Pakistan is the main country of the Belt and Road Initiative project that has long-lasting impacts in
the region. The study is fruitful for the energy sector to improve its strategic management systems
and to contribute to ecological systems for sustainable performance. Chinese power companies have
a major share in power generation as foreign companies in Pakistan. Almost twenty-four Chinese
power companies are operating by and large in Pakistan [19]. The China National Electric Engineering
Co., Ltd, the China Power Hub Generation Company, and State Grid of China are the largest Chinese
companies working in Pakistan. The research focuses on these enterprises because such enterprises
could have a generalizability impact due to the magnitude of their influence on other power generation



Sustainability 2020, 12, 1365 3 of 19

sectors. These enterprises are fundamental sources of research and development for other power
generation organizations.

The study aims to explore the impact of the strategic management system (SMS) on sustainable
development (SD) by using organizational performance as a mediating variable. The study uses
Smart-PLS for exploration of results analysis. The study adopts four perspectives of BSC. The perceived
aspect of BSC is used in this study. Six items for perceived organizational performance and six items
for sustainable development (SD) are taken as shown in Figure 1.

Sustainability 2019, 11, x FOR PEER REVIEW 3 of 19 

perceived aspect of BSC is used in this study. Six items for perceived organizational performance and 
six items for sustainable development (SD) are taken as shown in Figure 1.  

The article is organized as follows: the next chapter discusses literature reviews through which 
the relationship, in either way, between variables is obtained from previous studies. Chapter three 
narrates the research methodology, research instrument, and selection of research participants. 
Section four reports on data analysis using Smart-PLS and the interpretation of results. Section five 
entails the discussion and conclusion. The last part of the article discusses the limitations and future 
directions of the research.  

Figure 1. Theoretical Framework. 

2. Literature 

In the current study, the perceived effect of three main variables is discussed (balanced scorecard 
as a measure of the strategic management system, organizational performance, and sustainable 
development). The four perspectives of the balanced scorecard, i.e., financial perspective, customers’ 
perspective, internal business perspective, and learning and growth perspective, are discussed in 
detail, and their relationship with other variables is discussed. The study incorporated the perceived 
aspect of the balanced scorecard and the perceived aspect of its items such as the perceived aspect of 
finance, customers, the internal business process, and learning and growth. The (perceived) 
organizational performance is interpreted with respect to control and growth. The three main 
dimensions of sustainable development are discussed, such as economic, social, and environmental. 
This study only incorporates environmental perspective of sustainable development. Hence, it is 
imperative to consider inter-functional and conceptual relationships between these variables. The 
objective of taking perceived aspect of variables is because the survey is conducted among the 
employees at top, middle, and operational levels. Therefore, Section 2.1 explains the relationship 
between the strategic management system and balanced scorecard. This part emphasizes how 
strategic management goals are achieved through the balanced scorecard. Section 2.2 presents the 
relationship between the balanced scorecard and organizational performance; Section 2.3 indicates 
the influence of a balanced scorecard on sustainable development; and Section 2.4 elaborates the 
relationship between organizational performance and sustainable development. The last part, Section 

Figure 1. Theoretical Framework.

The article is organized as follows: the next chapter discusses literature reviews through which the
relationship, in either way, between variables is obtained from previous studies. Chapter three narrates
the research methodology, research instrument, and selection of research participants. Section 4 reports
on data analysis using Smart-PLS and the interpretation of results. Section 5 entails the discussion and
conclusion. The last part of the article discusses the limitations and future directions of the research.

2. Literature

In the current study, the perceived effect of three main variables is discussed (balanced scorecard
as a measure of the strategic management system, organizational performance, and sustainable
development). The four perspectives of the balanced scorecard, i.e., financial perspective, customers’
perspective, internal business perspective, and learning and growth perspective, are discussed in detail,
and their relationship with other variables is discussed. The study incorporated the perceived aspect
of the balanced scorecard and the perceived aspect of its items such as the perceived aspect of finance,
customers, the internal business process, and learning and growth. The (perceived) organizational
performance is interpreted with respect to control and growth. The three main dimensions of
sustainable development are discussed, such as economic, social, and environmental. This study
only incorporates environmental perspective of sustainable development. Hence, it is imperative
to consider inter-functional and conceptual relationships between these variables. The objective of
taking perceived aspect of variables is because the survey is conducted among the employees at top,
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middle, and operational levels. Therefore, Section 2.1 explains the relationship between the strategic
management system and balanced scorecard. This part emphasizes how strategic management goals
are achieved through the balanced scorecard. Section 2.2 presents the relationship between the balanced
scorecard and organizational performance; Section 2.3 indicates the influence of a balanced scorecard
on sustainable development; and Section 2.4 elaborates the relationship between organizational
performance and sustainable development. The last part, Section 2.5., indicates a holistic view in
terms of a summary of the literature and the research framework used for the study, with hypotheses
developed for the research.

2.1. Linking the Strategic Management System with the Balanced Scorecard

A strategic management system (SMS) is a set of actions and decisions that are articulated in the
formulation and implementation of an organization’s goals and objectives [20,21]. Furthermore, SMS is
a comprehensive and integrated set of plans and effective implementation [22]. The late 1960’s strategic
management was established to develop a pragmatic performance system to differentiate between
performers and non-performers [23–26]. To measure the performance differences, researchers have
introduced many theories and approaches and even at an initial stage, they borrowed different methods
from other fields and disciplines to streamline the process [27–32]. The issuance of academic journals
at the international level, especially the Academy of Management Journal and Strategic Management
Journal in the 1980s, played important roles in the acquisition and dissemination of knowledge to
strengthen the strategic management discipline [29,33]. Likewise, the evolution of SMS was accelerated
by two additional factors. First, different ontological and epistemological perspectives have influenced
the subject because of heterogeneous and multidisciplinary nature of SMS [28,34]. Second, formulating
and implementing strategies are the responsibility of managers as this lies in their electorate [35].
As per SMS research, two perspectives play a pivotal role in the survival of a company. The First is the
content-oriented approach, which asserts strategies that seek attention to gain a long-term competitive
advantage, especially for brand positioning [34,36]. Moreover, the resource-based view (RBV) is also
supported in developing the foundations of SMS [37,38]. Second, the process-oriented approach is
about when and how strategies can be established and applied to planning [39] and learning [40].

Strategy analysis, strategy formulation, strategy implementation, and strategy evaluation are four
major chronological phases of SMS to continue it as a process [41–44]. SMS dealt the issues related to
the firm’s competitiveness and performance from the macro-level in earlier years [29]. Conversely,
in current years, SMS has approached the issues from the micro foundation in its contemporary
research paradigms. [31]. The strategy-as-practice and the practice-based view of strategy have
contributed greatly in developing a comprehensive road map of SMS and organizational performance,
which determines organizational success or failure [45–48]. The induction of a balanced scorecard
leads the strategic management system to empirical achievements.

Initially, a balanced scorecard was perceived as a performance measurement instrument, but
now, organizations are far beyond just reporting the past [3]. What we measure has an impact on
the future because the measures taken by managers of organizations communicate conscious and
subliminal messages to all business units and employees. Conceiving the edge of this organizational
power, companies started integrating these measurement systems into their strategic management
system. Hence, the BSC concept evolved as an organizing framework for managers rather than the
performance management system. Even more, it worked as an operating tool for strategic management
systems [3,4,46,49].

2.2. Balanced Scorecard and Organizational Performance

The author explored that within two or three years of implementing this new strategic management
system, organizations achieved significant breakthroughs in their whole systems, especially in
performance across the board [4]. The early adopters achieved tremendous results with the power
of BSC as SMS that focused on the entire organizational strategy. The speed of results through BSC
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strategies depict that organizations’ success is not because of a new-service launch or product extension
or new venture capitalization, but is due to process development and maturity through a strategic
management system as a consequence of BSC application [50]. Nevertheless, the companies extend
their services and products and invest heavily in tangible and intangible assets, but their success in
terms of sustainability merely depends on systems they adopt for future growth. The previously
hidden or frozen assets and capabilities are unleashed by new strategies and the BSC, which are helpful
in a long-lasting value creation process [51].

The concept of organizational performance is highly integrated with strategy execution through
the balanced scorecard. Figge, Hahn [52] described ‘non-financial’ measures as supportive factors
for enhancing organizational performance through motivational factors [53]. The researchers also
cited budgeting, scheduling, and formal program implementation as useful elements for optimum
resource allocation and for identifying the key indicators for performance. As stated by Farid and
Mirfakhredini [54], the financial perspective leads to tangible output in financial matters to increase
organizational performance. Financial perspective includes return on investment, accounts payable
& receivable, earning per share, operating expenses, etc. FP (financial perspective) is also helpful to
materialize the organizational goals [55]. Hypothesis 1 is postulated as follows:

Hypothesis 1 (H1). Financial Perspective positively influences Perceived Organizational Performance.

BSC is a comparatively new notion that ensures best performance practices and yields fruitful
results for organizations as compared to past practices [18]. Customers’ perspective of BSC incorporates
the notion of customer satisfaction, customer retention, and customer acquisition. Furthermore, it makes
organizations support flexibility, characterization in operation, and independence in decision making
to a certain level to increase a firm’s performance [56]. Thus, it can be postulated that customers’
perspective influences organizational performance. Hence:

Hypothesis 2 (H2). The Customers’ Perspective positively influences Perceived Organizational Performance
is developed.

‘What you measure is what you get’, Kaplan and Norton [3] laid the foundation for the
balanced scorecard to gauge the organizational performance. Before the induction of BSC, financial
measures were the primary instrument to access a firm’s performance. As a result, non-financial
indicators were ignored, such as learning and growth. Financial measures focused on traditional
performance management systems; as a result, improper measures encountered the behavior of
dysfunctional conflicts and ignored the strategic importance of performance management in the
organization [57,58]. Internal business processes and learning and growth are among the major
sources of organizational growth [59]. The balanced scorecard is a performance tool that enhances
organizational communication, which leads to learning new ideas within an organization and ultimately
supports internal business processes [18]. The internal business process of the balanced scorecard
indicates business operations, reworks, reductions in operational costs, etc. Hence, a number of studies
refer to broadening the scope and coverage of the internal business process, which recommends a more
comprehensive system of organizational performance that can contribute to the long-term success of
an organization [60–65]. Hence,

Hypothesis 3 (H3). The Internal Business Perspective positively influences Perceived Organizational Performance.

Learning and growth perspectives of the BSC include research and development, employees’
morale, employees’ suggestions, etc. Ferreira and Otley [59] mentioned the need for identifying the
multi-faceted concept of learning and growth to satisfy the ever-demanding need of organizational
performance. Therefore,
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Hypothesis 4 (H4). The Learning and Growth Perspective positively influences Perceived Organizational
Performance.

As time passed, BSC became a framework for converging vision and strategy into practice.
It provided a comprehensive mechanism for stakeholders or executives that can translate a firm’s
strategic goals into an aligned and coherent set of performance procedures [7]. Researchers believe
that a firm’s strategic plans can be executed by practicing BSC in order to increase organizational
performance [66]. Moreover, it is also claimed that consequences largely depend on how the notion of
BSC is inferred, understood, and implemented by the businesses. In many cases, BSC produces different
results for different organizations as one organization takes and implements BSC as a performance
management system, while other organizations adopt it as a tool for strategic management systems [12].
Hence, this study takes BSC as a tool for a strategic management system.

2.3. Balanced Scorecard and Sustainable Development

For many years, the field of strategic management considered sustainable development as a
secondary business function, but contemporary businesses consider it a primary and pivotal business
function to grow. It is imperative to devise the right mechanism which can ensure organizational
practices rightly focus on sustainability [67,68]. Therefore, there is a dire need to understand the basic
notion of sustainable development. Sustainable development is described as progressing economically
without the depletion of natural resources and without compromising environmental sustainability [57].
Moreover, it has a major focus on economic development, environmental sustainability, and social
values. The study incorporates the notion of environmental sustainability, one component of sustainable
development. The balanced scorecard works together with sustainable development by establishing
basic level strategies for organizations to operate smoothly and responsively toward future goals.
Due to this demand for devising mechanisms for sustainable development, the balanced scorecard
is an emerging field of integrating these two essential concepts that are key players for long-lasting
organizational success. Companies have to improve their management system due to increasing
pressure to ensure a significant improvement in productivity and effectiveness, as well as to make the
system secure but easy to understand and prompt to apply without harming nature. Besides, it must
be a holistic management model that can ensure high-quality business operations with an emphasis on
environmental safety [68]. Therefore, it is mandatory to find recommendations from literature which
can help to design a strategic management system that is deeply rooted in sustainability [69].

The extended form of the balanced scorecard, widely known as a sustainable balanced scorecard,
integrates BSC’s four perspectives into sustainability [70]. Moreover, the natural evaluation of strategic
thinking that meets the expectations of the environment and society is a known sustainable strategic
management system provided that its political and regulatory factors are stable to support the business
environment [71,72]. Moreover, a number of researchers stress the potential gains and contribution of a
balanced scorecard for sustainable development in order to have a competitive advantage [52,73,74].
They promulgated a balanced scorecard as a trigger for sustainable development. Several researchers
paid attention to align the customer’s perspective and financial perspective with the economic
dimension of sustainability [75–77]. Hence,

Hypothesis 5 (H5). The Financial Perspective positively influences Sustainable development.

The customers’ perspective of a balanced scorecard is an integral measure of BSC that
has an extended contribution to sustainable development [52]. Additionally, it is asserted that
customers’ perspective has a deeper influence to meet the sustainable development goals of the
organizations. Therefore,

Hypothesis 6 (H6). The Customers’ Perspective that positively influences Sustainable development is proposed.
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A greater number of organizations than ever before have started focusing on the idea of
sustainability as their natural process of the strategy being executed in order to make sustainability a
routine matter of the organization [78]. Resultant social and environmental domains of sustainability
also attracted the attention of researchers alongside the economic domain. Nevertheless, most of
the studies investigated all domains of sustainability at once [79]. Hence, the studies investigated
the relationship between the internal business perspective of BSC with the environmental aspect
of sustainability and the learning and growth perspective of BSC with the social domain of
sustainability [52,75–77,80]. Therefore, the above literature postulates the hypothesis for the study:

Hypothesis 7 (H7). The Internal Business Perspective positively influences Sustainable Development.

The implementation of learning and the growth perspective of the BSC concept have not only
changed the perspective and perception of the implementation process of organizational strategy but
also depicted the desire for the need to integrate the process of sustainable development for future
growth [81].

Hypothesis 8 (H8). The Learning and Growth Perspective positively influences Sustainable Development.

2.4. Organizational Performance and Sustainable Development

A well-performing organization can successfully take up the endeavors of sustainable development
that is becoming urgent for every business [15]. Organizational performance has multifaceted concepts
and applications [82]. Moreover, contributing beyond the financial gains is becoming a hallmark in order
to become an environmentally friendly organization. Hence, organizational performance has recently
become an influential factor for sustainable development [15,76]. Non-environmental degradation
has become important in environmental economics. Furthermore, in this concept, companies are
compelled to not use scarce resources abundantly without paying the social cost. Therefore, this
view of sustainability in research is pivotal. Driving businesses consciously in a sustainable way is
becoming urgent for many organizations nowadays; therefore, they are exerting maximum efforts to
obtain better performance with respect to the environment [83]. Many organizations fail to implement
environmental policies because they consider environmental sustainability a mere adaptation to
current environmental legalities but ignore the necessity of board engagement and involvement of
the whole value chain system [84,85]. Another expression recommends changing the approach to
improve environmental performance from a responsive approach to a proactive strategic approach
supplemented with an organizational orientation by placing stress on social issues and environmental
concerns [86,87]. According to [6], environmental performance is defined as ‘the outcome of a firm’s
strategic activities that manage (or not) its impact on the natural environment’. As a result, management
literature focuses on taking serious steps to make sustainable development a part of the organizational
process. Recently, researchers have paid particular attention to environmental sustainability by focusing
on the strategic orientation of an organization in a way that sets environmental sustainability as a
priority and part of the organization’s operation to whom customers view as having a competitive
advantage [84]. It is worth mentioning that strategic orientation is mainly described as a generic
culture of an organization. Eventually, companies have to decide to implement strategies and orient
their organization, which can ensure specific procedures in the management systems and planning
where organizations need it [88]. Hence, many studies have talked about the effect of the strategic
management system and the firm’s orientation on organizational environmental output [89–92]. On the
other hand, these studies highlight some contradictions with respect to the same phenomena, as SMS
and organizational orientation do not influence environmental performance. Further exacerbation on
this issue reveals that the lack of objective measurement of environmental performance has created
numerous problems. This shortcoming, lack of exact measures of the effect of strategic management
on environmental performance, hinders researchers from taking certain decisions and implementing
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procedures about environmental sustainability at the firm level. Besides this, the search in this field
is gearing up and advancing to devise solid policies for organizational long-term success through
environmental sustainability [5]. Therefore, the above literature postulates the following hypothesis:

Hypothesis 9 (H9). Perceived Organizational Performance positively influences Sustainable Development

2.5. Research Framework

Increasing implementation of BSC is causing desired organizational outcomes such as improved
performance. Researchers are adopting BSC as a performance measurement tool to improve
organizational sustainability. However, effects vary from a highly evident effect to a slight indirect
effect and no effect. A few researchers claim that organizations’ BSC can enhance organizational
performance by making a good strategic plan of action [66]. However, few other researchers stated
that it is difficult to proclaim the relationship between BSC implementation and organizational
performance [12,93]. Indeed, the disparity of opinion may be attributed to the fact of how BSC’s notion
is understood, inferred, and practiced by organizations, as implementing it as a strategic management
tool has different outcomes than implementing it as a performance management system [12]. Also,
performance outcomes encourage organizations to fulfill their commitments towards environmental
sustainability. In a nutshell, there is an opportunity for investigating the relationship between BSC
and organizational performance with perspective to control and growth [94] and even to explore the
relationship between organizational performance and environmental sustainability [64,78,95]. Figure 2
shows the research framework signifying the hypothesis postulated in order to understand the possible
links among variables.
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3. Research Methodology

This segment of the research contains the methodology, the instrument, data collection tool,
and sampling techniques used in the study to investigate the relationship between the strategic
management systems and sustainable development. This study uses organizational performance
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as a mediating variable in the context of Chinese power corporations operating in Pakistan.
The study incorporates a positivism research paradigm in order to address the objective nature
of research questions, as suggested by [96]. As the current study has a practical and impartial nature,
the quantitative method is considered the best method for achieving the research objectives of the
study [96,97]. Moreover, the deductive approach is the most suitable approach to achieve the objective
of generalization. Therefore, the current research is clear and justifies the research methodology,
positivism, in order to carry on the further process of data collection and sampling.

3.1. The Instrument

The data collection tool is one of the most integral and pivotal parts of the study. The study
instrument was divided into four main parts: Section 1, demographics; this section captures the
respondents’ profiles such as age, sex, designation, experience, etc. Section 2, BSC, the strategic
management system, measures four perspectives (a) financial, (b) customer, (c) internal business
process, and (d) learning and growth. Section 3, performance, explains fundamental elements of
organizational performance such as control, growth, etc. Section 4, sustainable development, gauges
the factors related to sustainable development with respect to the ecological system. Aligned with the
research paradigm, the close-ended questionnaire is designed to ensure the unbiased responses of
participants. The questionnaire is a five-point Likert scale, ranging from strongly disagree to strongly
agree, valued 1–5; one is the least, and five is the highest. The instrument was adapted from the
study of [65,98]. The questionnaire was adapted and changed contextually as per the discussion with
experts and the outcome of the pilot study. The pilot study from fifty respondents was done to ensure
the appropriateness of the instrument. The varimax rotation from principal component analysis and
confirmatory factor analysis were run to drop unjustified variables and to retain prominent drivers [99].
Further, the reliability test was also used to ensure the trustworthiness of the instrument. All values of
Cronbach’s alpha were above 0.80, which indicates acceptable internal reliability [100].

3.2. Sampling

As a case study, two Chinese power companies were selected for this research. (1) China National
Electric Engineering Company—CNEEC Pakistan, which has actively worked in Pakistan since 2012 on
thermal, solar, and wind forms of energies and (2) China Power Hub Generation Company (CPHGC).
Due to time-bound and restrictions to civilians to visit these projects, only these two companies were
selected as samples for the study. These companies are among the major contributors to energy projects
established in Pakistan under the China-Pakistan Economic Corridor (CPEC). A random sampling
approach was adopted to reach a relevant sample of the population from these companies.

The sample size was calculated through Rao-soft software (Rao-soft, Inc. 2011, Seattle, WA, USA),
which suggests the sufficiency of respondents as Equations (1)–(3):

x = Z(c/100)2r(100 − r) (1)

n = N x/((N − 1)E2 + x) (2)

E = Sqrt[(N − n)x/n(N − 1)] (3)

Three hundred and eighty questionnaires were distributed to top management (30% of total
questionnaires), and 70% of questionnaires were distributed to middle-level management. In total,
300 respondents returned the questionnaire or filled it in appropriately. Incomplete questionnaires
were eliminated from the study. It was confirmed that respondents were familiar with the concepts
of the instrument, either working directly on the same nature of the system or with the capacity to
understand and implement the instrument.
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4. Analysis

4.1. Demographics

Table 1 indicates the descriptive statistics of the participants who contributed to the study.
As per the following statistics, it is notable that male participants contributed more than females.
Almost 73 percent of the participants were male, and 22 percent were female. Furthermore, it is pivotal
to know about the age of respondents. The majority of the participants were youngsters. Those from
31–35 years old were in the majority, with a percentage of 24.9. The second highest participating age
category was 41–45 years old, who contributed 10.5 percent. Middle-level management contributed
most to the study. The participation from the middle level was 68.5 percent. Moreover, the experience
is another factor that can influence the significance of the study. The following table specifies that
35.7 percent of participants had 5-7 years of experience, followed by 2–4 years, with a percentage
of 27.5.

Table 1. Demographics.

Items Frequency Percent

Gender
Male 222 72.8

Female 68 22.3

Age

20–25 14 4.6
26–30 25 8.2
31–35 76 24.9
36–40 70 23
41–45 62 20.3
46–50 32 10.5

Above 50 17 5.6

Designation
Upper level 18 5.9
Middle level 209 68.5

Operational level 69 22.6

Experience

Less than 2 years 44 14.7
Between 2 and 4 years 84 27.5
Between 5 and 7 years 109 35.7
More than seven years 58 19

Reliability values are indicated in Table 2. Cronbach’s Alpha, composite, and average variance
extracted reliability methods were applied to ensure the trustworthiness of research. Tavakol and
Dennick [101] asserted that Cronbach’s alpha ranges from 0.70 to 0.95, although there are different
reports about its acceptability. Poor inter-relatedness between items or heterogeneous constructs and a
smaller number of questions are possible reasons for having a low Cronbach’s alpha. This study has a
Cronbach’s alpha reliability value between 0.884 and 0.798, which are acceptable values.

Table 2. Reliability.

Variables Cronbach’s
Alpha

Composite
Reliability

Average Variance
Extracted (AVE)

Internal business perspective 0.875 0.910 0.670
Customers’ perspective 0.884 0.912 0.632

Financial perspective 0.827 0.892 0.636
Learning and growth perspective 0.798 0.861 0.555

Perceived organizational performance 0.867 0.908 0.637
Sustainable development 0.798 0.857 0.502

Moreover, the acceptable value of composite reliability (CR) is 0.70 or above, while an acceptable
value of the average variance extracted (AVE) is 0.50 or above [102]. The minimum value of CR in
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this study is 0.857 which is above the minimum acceptable value, and AVE’s minimum value in this
study is 0.502, which is above the minimum acceptable value. Hence, the level of variance captured by
the construct (AVE) is acceptable, and the less biased estimate of reliability (CR) is also acceptable in
this study.

4.2. Discriminant Reliability

For the measurement of discriminant reliability, the Fornel-Larcker criterion and cross-loading
examination were applied primarily [103]. Conversely, the Fornel-Larcker method did not correctly
measure the discriminant validity. Hence, the current study used other alternative methods such as
the multitrait-multimethod matrix to measure discriminant validity. Heterotrait-monotrait correlation
ration was also used. Henseler, Ringle [103] argued that the heterotrait-monotrait ratio must be less
than 0.85 to confirm the discriminant validity. There is no issue of discriminant validity as all values in
Table 3 are less than 0.85. Discriminant reliability is useful to access the measurement error. It is used
to correct the attenuation which helps to determine whether the concepts are related or unrelated.

Table 3. Discriminant reliability

Variables
Internal
Business

Perspective

Customer
Perspective

Financial
Perspective

Learning and
Growth

Perspective

Perceived
Organizational

Performance

Sustainable
Development

Internal
business

perspective
0.818

customer
perspective 0.704 0.795

financial
perspective 0.710 0.821 0.797

learning and
growth

perspective
0.412 0.523 0.488 0.745

Perceived
organizational
performance

0.563 0.650 0.723 0.561 0.798

Sustainable
development 0.531 0.540 0.566 0.811 0.596 0.709

Table 4 describes factor loadings to test the research model. All the items in the outer loading
must be (≤0.50). All the items were above the accepted value, except that a few items were not in
the range of the accepted value. Their values were below the accepted range of 0.50. After careful
examination, the factors such as fp1 (financial perspective-1), lgp6 (learning and growth perspective-6),
and op1 (organizational performance-1) were skipped as 20 percent of total items can be deleted [103].
The factor loadings of items are shown in Figure 3.

The factor loading Figure 3 depicts that in the financial perspective variable, item fp3 has the
highest value of 0.912, and fp6 has the lowest value of 0.806. While, in the perceived customer
perspective variable, cp1 has the highest value, 0.834, and cp6 has the lowest value in factor loading,
0.757. Additionally, the variable perceived internal business perspective has values between 0.885
and 0.745, for ibp3, and ibp1, respectively. Moreover, the perceived learning and growth perspective
variable’s loading values range from 0.849 to 0.556 for lgp1 and lgp5, respectively. Furthermore, op3 and
op4 have loading values of 0.911 to 0.831, respectively, for the perceived organizational performance
variable. Lastly, the sustainable development variable’s loadings are between 0.807 and 0.528 for sd2
and sd3, respectively. This suggests that unrelated constructs are eliminated in order to make data
more reliable. Hence, applicants can rely on the study results while they are making decisions.
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Table 4. Confirmatory factor analysis.

Items Customers’ Perspective

cp1 0.838
cp2 0.804
cp3 0.793
cp4 0.788
cp5 0.789
cp6 0.756

Financial perspective
fp2 0.902
fp3 0.912
fp4 0.881
fp5 0.856
fp6 0.806

internal business perspective
ibp1 0.745
ibp2 0.856
ibp3 0.885
ibp4 0.795
ibp5 0.802

learning and growth perspective
lgp1 0.841
lgp2 0.849
lgp3 0.764
lgp4 0.651
lgp5 0.556

Perceived organizational performance
op2 0.897
op3 0.911
op4 0.831
op5 0.881
op6 0.834

Sustainable development
sd1 0.528
sd2 0.807
sd3 0.802
sd4 0.755
sd5 0.751
sd6 0.549

A particular diagram-based methodology was applied to explore the relationship between
multivariate variables based on Wright (1921), through which the ‘path coefficients’ term was
derived [104]. Path coefficients are uniform forms of linear regression weights that are used to explore the
possible link between statistical variables in SEM (structural equation modeling) methodology. Table 5
illustrates the perceived values of the path coefficient that determine the existence or non-existence of
relationships. H1 which indicates the relationship between the perceived financial perspective and
perceived organizational performance is accepted. The values depict that H1 is accepted, and the
resultantly perceived financial perspective has a positive influence on the perceived organizational
performance. The p-value is less than 0.05. H5 is not accepted, which means there is no relationship
between the perceived financial perspective and sustainable development. The P and T values are
beyond the accepted values; hence, the values predict that the perceived financial perspective does not
positively influence sustainable development (p = 0.183, t = 1.332).
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Table 5. Path coefficient.

Hypothesis Relationship Standard Deviation T Statistics p-Values Decision

H1 FP→POP 0.167 4.381 0.000 Accepted

H2 CP→POP 0.204 3.461 0.034 Accepted

H3 IBP→POP 0.096 3.213 0.032 Accepted

H4 LGP→POP 0.076 4.375 0.000 Accepted

H5 FP→SD 0.268 1.332 0.183 Rejected

H6 CP→SD 0.237 2.046 0.041 Accepted

H7 IBP→SD 0.124 2.365 0.018 Accepted

H8 LGP→SD 0.112 9.021 0.000 Accepted

H9 POP→SD 0.169 0.509 0.611 Rejected

Abbreviations: (FP) Financial Perspective, (CP) Customer’s Perspective, (IBP) Internal Business Perspective, (LGP)
Learning and Growth Perspective, (POP) Perceived Organizational Performance, (SD) Sustainable Development.

Similarly, H9 is also not accepted, which indicates no relationship between perceived organizational
performance and sustainable development. The p-value of OP and SD is 0.611, which is higher than
0.05; hence, this hypothesis is not accepted which resultantly denies the hypothesis that perceived
organizational performance positively influences sustainable development. Hypotheses H2, H3, H4,
H6, H7, and H8 are accepted in this study, which indicates that perceived customers’ perspective,
perceived internal business perspective, perceived learning, and growth perspective have a significant
positive influence on perceived organizational performance and sustainable development. The p-values
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are in an acceptable range, as are the f and t values. The following table is useful for the practitioner to
decide usage of the research model. It indicates model testing and the implications of consequences.
The rejection and acceptance of the hypothesis are meaningful to the practitioners in order to set the
clear direction of their organizations with respect to the usage of BSC concepts in their respective firms.

5. Implications

Primarily, the study was conducted to check the relationship between the strategic management
system and sustainable development. SMS utilized BSC as a theoretical lens and sustainable
development with respect to environmental sustainability. The research used perceived organizational
performance as an intervening variable. The studies in the past did not explicitly explore the combination
of BSC and sustainable development by including perceived organizational performance in existing
settings [91,92]. Therefore, previous studies have fragmented pictures of the phenomenon and have
revealed contradicting and inconsistent results. Therefore, making it possible to understand the concept
in one go, the current study combines the BSC factors for the power sector, which is the hub of economies.
It is worthwhile to consider that the organizational performance and sustainable development are
measured with perceived aspects. Due to the limitation of the study, the operationalization of these
effects is not measured among the different levels of management, such as the top, middle, and lower
levels. Hence, it is caution for policy maker to consider this effect at the time of application.

Theoretical implications: Primarily, the study was conducted to check the relationship between
the strategic management system and sustainable development. SMS utilized BSC as a theoretical lens
and sustainable development with a perspective of environmental sustainability. The research used
perceived organizational performance as an intervening variable. By bridging the gap mentioned,
the current research significantly contributes to the literature of BSC, organizational performance,
and sustainable development. It is pivotal to state that literature on BSC in the current setting is
limited [16,18], especially concerning the power sector. Therefore, the current study is enriched with
literature to support the phenomenon in the contextual setting of developing countries, exclusively
in the context of Pakistan. Likewise, the literature on BSC is disjointed and based on confusion for
understanding and implications [91]; therefore, the current investigation traces the true essence of the
phenomenon. Moreover, the current research framework is unique, which has not been studied widely,
especially in the power sector. In this way, the current study is a prime source for power generation
organizations to adopt and implement the framework to gain a sustainable competitive advantage that
is unique in approach.

Practical implications: The implications of the research are multifaceted for managers,
HR professionals, and top strata of manufacturing firms, generally, and for energy organizations
specifically. Firstly, the study suggests that top management should use the balanced score as a
strategic management system as it influences sustainable development since energy organizations
are struggling to deal with sustainable development as an emerging issue. Therefore, the balanced
scorecard is a suitable tool to resolve the issue as it addresses the financial and non-financial concerns
of the organization. Moreover, it is favorable because it supports the social aspects of the business
activities that ensure environmental sustainability. Secondly, it also indicates the strength of the
relationship between the balanced scorecard and environmental sustainability, which emphasizes that
organizations should strive to develop and implement these practices in parallel. Thirdly, the financial
perspective has no influence on sustainable development, which reflects that more efforts should be
incurred by the customer, internal growth, and learning perspectives compared with the financial
perspective to contribute to society positively.

6. Conclusions

The study examines the relationship between the strategic management system and sustainable
development by using perceived organizational performance as an intervening variable. It is evident
from the empirical findings of the study that there is partial mediation of organizational performance
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between strategic management systems and sustainable development. The findings suggest that
non-financial measures have better consequences for employees’ performance because these measures
make them more responsible regarding environmental sustainability. The results are aligned with the
findings of Kaplan and Norton [105], who suggested non-financial measures. Hence, it is recommended
to emphasize the use of non-financial measures in combination with financials to improve internal
business processes in order to ensure environmental sustainability. For example, it is suggested that
measures be taken relating to wastage and usage of unique resources rather than traditional measures
that can persuade sustainable development. The empirical findings also stress learning and growth
that should be taken as a part of routine matters compared with somewhat seasonal activity.

7. Research Limitation and Future Research

The study is confined to a few research limitations, similar to other research. The limitations are
one of the ways to conduct future research ventures. The first limitation is the selection of sample size.
The study used a case-based sample, which makes it difficult to generalize the results. Furthermore,
the energy sector is capital intensive; therefore, to study it in-depth requires control variables such
as political and regulatory variables to understand it properly. Future researchers may address this
challenge using more variables such as political and regulatory issues and socio-cultural aspects,
etc. Another limitation is related to the methodological aspect. Although the study design had
generalizability and objective reality, there is room to explore the phenomena subjectively. As the
BSC system is not mature in the current setting, it would be highly beneficial to explore the problem
through a qualitative approach as well. Additionally, the study incorporates the operationalization of
environmental sustainability, while two other components, economic and social aspects, cannot be
operationalized due to the limitation of time and the scope of the study. Therefore, future studies can
use bundles of these factors. Although researchers used modern data analysis techniques through
SEM-PLS, which works best for cross-sectional data type, it would also be beneficial to use a longitudinal
type of study design. Additionally, future studies can also compare the effect of BSC on different
operational levels such as top, middle, and operating levels to measure the level of effect on each stage.
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