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Abstract

The performance of firm is a relevant construct, in strategic management research, across the globe and frequently it is
used as a dependent variable. In spite of its relevance, there is hardly any consensus about its definition, dimensionality
and measurement, which limits advances in research. This review article suggests a comprehensive subjective
measurement model for performance of firms, based on indicators and findings of earlier research studies. The final
subjective model was developed with nine determinants/dimensions, namely, profitability performance, growth
performance, market value performance of the firm, customer satisfaction, employee satisfaction, environmental audit
performance, corporate governance performance and social performance. It is found that these nine dimensions or
determinants cannot be used interchangeably since they represent different aspects of firm performance and different
stakeholders of firms have different demands that need to be managed independently. Researchers and practitioners may
use the proposed subjective model, in empirical studies, to evaluate the multiple performance of a firm.

Keywords: Strategic Management, Firm Performance, Measurement Model and Subjective Indicators.
1. Introduction

The strategic management is seen as a systematic process which aims at maximizing the utilization of resources in
relation to organizational objectives which are in conformity with the demands of the business environment. The
strategic management normally looks beyond the mere day-to-day operations of the business, as it is long term in nature.
Hence it aims at creating a good future, without neglecting the present, thereby providing an appropriate platform for
reacting to changes in business environment.

Strategic management is an applied field of business and as such, its survival and growth depend not only on its
theoretical sophistication and the rigour of its methods but also on its relevance to practitioners. According to the
findings of earlier studies, those firms, that are sophisticated users of strategic management, are more successful than
firms that have not yet acquired strategy-making skills (Pekar, P. J., & Abraham, S., 1995). The practitioners often do
not perceive strategy-making as relevant to improving their firm performance (Heracleous, L., &DeVoge, S., 1998).
Besides, some researchers like Eden, C., & Ackermann, F. (1998) proposed that the strategy-making process may be the
most important factor that determines the ability of a firm to realise its strategic intention. Besides, the strategy-making
process of firm may have a profound impact on the performance of a firm (Hart, S. L., and Banbury, C., 1994).
Therefore, the performance of firm is a relevant construct in strategic management research.

The rigorous construct measurement is critical for the advancement of science, particularly when the variables of
interest are complex or not observable. Paradoxically, the strategic management has been criticized for not giving the
topic of firms’ performance, high priority (Boyd, B.K., et al., 2005). However, the firm performance is one of the most
relevant constructs in the field of strategic management (Rumelt, R. P., et al., 1994). A construct to measure firms’
performance may have to be developed in such a way to be commonly used as the final dependent variable (Richard.
P.J., et al., 2009). Despite its relevance, the research on the firm performance suffers from problems such as lack of
consensus, selection of indicators based on convenience and little consideration of its dimensionality (Combs et al.,
2005; Crook, T. R., et al., 2008; and Richard. P. J., et al., 2009). Many earlier studies measured the firm performance
with a single indicator. (Glick, W. H., et al., 2005). Since several dimensions do exist, a researcher would have to
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choose all the dimensions most relevant to the relevant research and judge the outcomes of this choice (Richard. P.J., et
al., 2009). The field of strategic management needs a clear conceptualization of firm performance and effective
discussions about its dimensions and better measurement efforts. Against this background, this review article proposes
multidimensional measurement subjective model for firm performance. This review paper also stresses the use of
confirmation factor analysis to test the subjective model before application in future.

1.1 Statement of the Research Problem

The present day business environment is in the age of discontinuity in which the changes occur on a continuous and
disruptive basis. This makes business firms difficult to predict the future performance of firm with accuracy. The
changes may be minor or significant. However, the degree of changes is not what really matters but the abilities of an
organization, to effectively cope with these uncertainties in the levels of performance, are the big challenge. This,
therefore, becomes the entry point for the application of strategic management in every organization. Besides, the
identification of the factors/dimensions in respect of firm performance is an underlying issue of this study. Besides,
there is a wide gap, between academic researchers and practitioners, in respect of using model to measure the
performance of the firm with high rate of accuracy. Richard. P.J., et al. (2009) rightly viewed that academic researchers
may not be measuring the performance to which the managers of the firms are really managing. But the practitioners
may use this understanding of performance dimensionality, to judge the broader impact of their decisions and actions.
Besides, the practitioners too could use the measures to control a company’s position in the competitive environment.
Against this background, an attempt has been made in this study to suggest a comprehensive subjective model, covering
all relevant determinants, to measure the performance of the firm with accuracy, after carefully reviewing earlier articles
published in academic journals and knowledge and experiences of researchers.

1.2 Importance of the Study

The study on the identification of relevant determinants of firms’ performance is required in the context of changed and
competitive business environment. The results of this study may be useful for advanced researchers and practitioners, to
use a comprehensive model, to get accurate results on the firms’ performance. This study can be the base for developing
the appropriate scales for each dimension by the other researchers who are interested in measuring firm performance
across industries with subjective indicators (Boyd, B.K., et al., 2005). The dimensional structure of the model could also
help the scholars to select relevant performance indicators for specific research problems that comprehensively cover
the different dimensions of performance of the firms considered for the investigation. Besides, the model can contribute
to bridge the gap between academia and management practitioners.

1.3 Aim of the Study

The aim of this review article is to suggest a comprehensive subjective model with a review to minimize the gap
between academic and practitioners in respect of using model to measure the firm performance.

2. Methods of Present Study

The conceptual proposal on the performance of firms suggested by Venkatraman, N., & Ramanujam, V. (1986) is
widely used by Carton, R. B., & Hofer, C. W., 2006 and Richard. P. J., et al., 2009. The analysis of operationalization of
firm performance, made in different empirical earlier studies, vividly shows a wide variety of approaches covering this
domain, in an unbalanced way. It is appropriate to refer here that Combs. J. G., et al., (2005) identified 238 empirical
studies that used 56 different indicators, in respect of firms’ performance. In most cases, the financial performance was
used largely (82%), with accounting measures of profitability, being the most common choice (52%). Carton, R. B., &
Hofer, C. W. (2006) and Richard. P.J., et al., (2009) reported a similar picture, after analyzing different journals in other
time periods. But there is a strong feeling among researchers that there has been no comprehensive subjective model,
covering all the relevant aspects of firm performance, for evaluation with accuracy as required by business community
in a competitive business environment.

Against this background, an attempt has been made in this study to suggest a comprehensive subjective model, after
carefully reviewing the articles published in top academic and professional journals and subject knowledge of the
researchers. To ensure a selection of indicators, to be consistent with the Indian business environment, the study
examined the annual reports of leading companies in India. Besides, a particular variable was considered as relevant if
the same variable was used for the analysis by other researchers and the results have not published in more than two
articles in top journals. To identify the potential indicators for each presumed performance aspect (growth performance,
profitability performance, market value performance, customers’ satisfaction and employees’ satisfaction,
environmental performance, environmental audit performance, corporate governance performance and social
performance), the present study reviewed earlier papers published in related academic journals. Based on this
examination, this review paper identified performance indicators.
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2.1 Feedback

Corporate officials like managers and other top officials were contacted by the researchers. Their views and valuable
information helped the researchers to identify the relevant determinants of firms’ performance and develop the
subjective model for the same.

2.1.1 Limitations of the Study

e This study was mainly based on review of earlier studies (relating to firms’ performance), published in
academic journals. Hence it could be riddled with certain limitations which are bound to be connected with the
articles referred.

e The criticism applicable to review of literatures is applicable to this study also.
e This study, by its nature, is a review study. It did not apply any confirmatory test to validate the models.

e No comparison has been made on the identification of determinants of performance between small and large
firms or other types of firms.

2.2 Firm Performance Domain

An attempt has been made in this study, to develop the model for firm performance, accurately based on the stakeholder
theory (Freeman, R. E., 1984) and carefully select a list of indicators to fully represent the concept of firm performance.
This review paper designed the measurement model, to allow comparison across firms, giving scope for testing it with a
sample of senior managers and board members of companies and stake holders in India and abroad. These measures are
preferable when the focus is on inter-firm comparison (Ketokivi, M. A., & Schroeder, R. G., 2004). The assessment of
non-financial criteria has also been allowed in the model (Richard et al., 2009). Their use is warranted since they have
been proved to be positively associated with objective measures (Dawes, J., 1999; Forker, et al., 1996; Venkatraman, N.,
& Ramanujam, V., 1987; Wall et al., 2004).

The concept of firm performance is different from the broader construct of organizational effectiveness. According to
Venkatraman, N., & Ramanujam, V. (1986), the broader construct covers three overlapping concentric circles, with the
largest representing organizational effectiveness. The organizational effectiveness covers all aspects related to the
functioning of the organization (Cameron, 1986a). Business performance or firm performance is a subset of
organizational effectiveness that covers both operational and financial outcomes.

The operational performance, as described by Venkatraman, N., & Ramanujam, V. (1986), could be best viewed as an
antecedent to financial performance, mediating the effect of resources. While the customer satisfaction may be an
antecedent to financial performance, is it not a performance outcome in itself as well? This depends on how a researcher
defines firm performance for his/her studies (Combs. J. G., et al., 2005). It is significant that defining the performance,
as the satisfaction of stakeholders (Connolly, et al., 1980; Hitt, 1988 and Zammuto, 1984), helps to differentiate
between antecedents and performance outcomes. In this case, customer satisfaction is clearly an outcome (using the
customer — a stakeholder — perspective) and thus become part of firm performance. Besides, in today’s highly
competitive environment, the organizations need to protect the long term interests of customers (Clement Sudhahar, J. et
al., 2006).

2.3 A Stakeholder Approach to Firm Performance

The other factors are the profit and growth which are relevant justification for the existence of a business firm and they
must be included in any attempt to measure performance of firms. A company may grow internally or externally. The
most corporate growth occurs by internal expansion (Selvam, M. et al., 2010). The growth of the Indian corporate
sector has been facilitated by stock exchanges (Gayathri, M and Selvam, M, 2014). The stakeholder theory (Freeman, R.
E., 1984) helps the researchers to identify the parameters to measure the performance. Measuring the performance,
under this conceptualization, involves identifying the stakeholders and defining the set of performance outcomes that
measure their satisfaction (Connolly et al., 1980; Hitt, 1988 and Zammuto, 1984).

For business enterprise, ‘profit’ is the objective to grow and survive in the market (Selvam, M., 1991 and 1992). The
social objective of public sector may be related to quality of service which attracts the customers/passengers (Selvam,
M., 1989 and 1990). Service Quality is the function of perceptions, expectations and performance of firms (Clement
Sudhar, J, and Selvam, M., 2007). The competitive service quality, in the cutthroat competition, is important for survival
and existence of institutions (lsaiah, et al., 2015).

The stakeholder theory offers a social perspective to the objectives of the firm but it conflicts with the economic view of
value maximization. The stakeholder theory is widely used in the corporate and academic world. It is possible to see its
influence in corporate annual reports. The satisfaction of different stakeholders, being considered as a variable for the
firm performance, was also adopted by a large number of researchers and authors like Agle, et al., 1999; Clarkson, 1995;
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Kaplan and Norton, 1992; Richard et al., 2009; Venkatraman, N., & Ramanujam, V., 1986 and Waddock and Graves,
1997a. The use of this theory allows one to resolve the issue of differentiating between performance antecedents and
outcomes. The performance measures assess the satisfaction of different groups of stakeholders. This conceptualization
of firm performance is applicable across different companies, as remarked by Carneiro et al., (2007), allowing one to
differentiate between high and low performers in the eyes of each stakeholder. Some researchers emphasized that the
satisfaction as performance measure, should be assessed from all stakeholders’ point of view.

Freeman, R. E. (1984) defines a stakeholder as “any group or individual who can affect or is affected by the
achievement of the organization’s objectives”. This definition literally may include an unmanageable number of
constituencies. Clarkson (1995) prescribed some important groups of stake holders of firms. It is to be noted that the
views of shareholders and employees of firms, for example, should always be present in any analysis. Other primary
stakeholders are suppliers and customers since they have a direct relationship with the firm. Secondary stakeholders
have indirect relationships with the performance of firm but are clearly affected by its actions, mainly in terms of the
social or environmental consequences. Donaldson and Preston (1995) listed out several classes of other stake holders
which included governments, trade associations, communities and political groups and public. Each stakeholder has its
own agenda in relation to the company and values a particular set of goals (Fitzgerald and Storbeck, 2003). It is
significant to note that pleasing all parties equally, may be an unachievable task for the firms and therefore, managers
need to prioritize. Mitchell et al., (1997) offered a method to identify and judge the salience of the stakeholders relevant
to a firm.

3. Multidimensional Models for Firm Performance

A comprehensive construct (model), on firms performance, can be unidimensional or multidimensional. Figure-1
displays the list of identified determinants, i.e., possible representations of firm performance. It is to be noted that the
identified determinants for firm performance are profitability performance, growth performance, market value
performance, customers’ satisfaction, employees’ satisfaction, environmental performance, environmental audit
performance, corporate governance performance and social performance. As pointed out earlier, these determinants
were identified, based on the reviews published earlier.

[ Profitabilitv Performance }
A

[ Market Value Performance }

Growth Performance ]

Employee Satisfaction J

[ Customer Satisfaction }

[ Environmental Performance ]

[ Customer Satisfaction ]

{ Social Performance ] [ Environmental Performance 1

Figure 1. List of identified Determinants for Firm Performance
Source: Developed from various related studies including M. Selvam (2016).

Profitability performance is the ability of a business to earn a profit. A profit is what is left of the revenue a business
generates, after it pays all expenses, directly related to the generation of the revenue, such as producing a product, and
other expenses related to the conduct of the business activities. The objective of the firm is to maximize wealth of the
existing shareholders (Vanitha, S. and Selvam, M., 2012). Superior financial performance is a way to satisfy investors
(Chakravarthy, 1986) and it can be represented by profitability, growth and market value (Cho and Pucik, 2005 and
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Venkatraman, N., & Ramanujam, V., 1986). These three aspects like profitability, growth and market value, complement
to each other. The profitability measures a firm’s past ability to generate returns (Glick, W. H., et al., 2005). Market
value performance refers to the price in the market. The financial asset, like the share of a company, should fetch value
in the marketplace. Market value is also commonly used to refer to the market capitalization of a publicly-traded
company and it is obtained by multiplying the number of its outstanding shares by the current share price.

Market Value is considered as a possible variable and it represents the external assessment and expectation of future
performance of firms. It should have a correlation with historical profitability and growth levels of firms but also
incorporate future expectations of market changes and competitive moves. The diversification strategy provides
effective risk minimization and return maximization (Lingaraja, K., et al., 2015). The market value of a firm is thus a
key concern and it is the ability to predict stock trends, based on publicly disclosed information. Information relevant to
stock returns is important for both general investors and stakeholders of publicly listed corporations. Market anomalies
help the investors to gain from market movements. Maximization of stakeholder and investors value via the better
performance of business operation is revealed on the stock market by the indices of financial report and other required
information on the stock market (Tsung-UuanTsay and Yeong-Jia Goo, 2006). The studies on weak form efficiency and
semi-strong form efficiency reveal the share price performance. Growth performance of the firm refers to a positive
change in size, and/or maturation, often over a period of time. Growth normally occurs as a stage of maturation or a
process toward fullness or fulfillment.

The growth demonstrates a firm’s past ability to increase its size (Whetten, 1987). The growth in the size, even at the
same profitability level, will increase its absolute amount of profit and cash generation. Larger size of firms also may
bring economies of scale and market power, leading to enhanced future profitability of firms. Rajesh Ramkumar et al.,
(2015) pointed out that the development of financial markets has significant impact on economic growth. The stock
indices, apart from being an indicator of the market movements, serve as a benchmark for measuring the performance
of stocks under that index (Selvam et al., 2012). Employee Satisfaction refers to employees’ satisfaction with their
roles and responsibilities, the work environment, and their experiences with management. It is necessary to find out
what mix of benefits matters most to them, and what skills they wish to acquire as they develop their careers.

The satisfaction of employees is directly related to investments in human resources practices. The employees are the
group which tends to enhance firms’ value and hence there are clearly defined job descriptions, investment in training,
career plans and good bonus policies (Harter et al., 2002). The satisfaction of employees, according to Chakravarthy
(1986), translates itself into a firm’s ability to attract and retain employees and record lower turnover rates in the long
run. Customer Satisfaction is a measure of how products and services, supplied by a company, meet or surpass customer
expectation. It is seen as a key performance indicator within business. Customer satisfaction provides a leading
indicator of consumer purchase intentions and loyalty.

Selvam, M. (1992) stressed that the service efficiency (Customer Satisfaction) of corporates need to be evaluated from
the view point of passengers (Customer), operators, bus crew / managers, government, public or personal observation.
Customer and employee satisfaction are two further aspects to be considered in all contexts. Customers want companies
to provide them with goods and services that match their expectations (Fornell et al., 1996). The customer is the focus
point to improve the business (Selvam, M., 2005). The companies must understand the needs of a customer avoid
defects and improve the perceived quality of the services, in a competitive era and add value to their offerings.
Customer satisfaction increases the willingness-to-pay and in the process, the value is created by a company (Barney
and Clark, 2007). Environmental performance indicator is an analytical tool, to compare various plants in a firm or
various firms in an industry, with respect to certain environmental characteristics.

Indirect stakeholders, like governments and communities (public), are affected by a number of firms’ actions, especially
social and environmental ones. Social and environmental performance can be considered as the way to satisfy
communities (Chakravarthy, 1986) and governments (Waddock and Graves 1997a). All over the world, deterioration of
environmental quality has been considered as a hot issue. The growing number of industries is one of the major reasons
for the enhanced level of pollution and fast degradation of environmental resources (Vasanth, V. et al., 2015;). The
organizational structures need to be changed to suit the customers’ need. The select activities, associated with the
satisfaction of these stake holder groups, include safe environmental practices, enhanced product quality and safety,
ethical advertisement, employment to minority and development of social projects (Agleet al., 1999; Johnson and
Greening, 1999 and Waddock and Graves, 1997,, Waddock and Graves, 1997). Therefore, the conceptualization of firm
performance is based on satisfying these STAKEHOLDERS. Environment-related information would certainly help to
take both internal and external decision making of the firms (Vasanth, V. et al., 2012). According to Vasanth, V. et al
(2015,), it is essential that when the company earns more profit from the operation of the business, it should spend a
portion of amount towards environmental protection. Environmental audit is one among the comprehensive approaches
to an environmental management system of a firm because it helps to reduce the impact of their activities on the
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environment. Social performance is defined as “the effective translation of an institution’s mission into practice in line
with accepted social values.” In other words, social performance is about making an organization's social mission a
reality. In order to achieve strong social performance, an organization must manage its social performance as carefully
and deliberately as it manages its financial performance.

Shleifer and Vishny (1997) define Corporate Governance as “the ways in which, suppliers to finance to corporations,
assure themselves of getting a return on their investment”. Yermack (1996) indicated that smaller boards could lead to
higher market values. The World Bank in 1999 stated that corporate governance comprises two mechanisms, internal
and external corporate governance. Internal corporate governance, giving priority to shareholder’s interest, operates on
the board of directors to monitor top management. On the other hand, external corporate governance monitors and
controls manager’s behavior, by means of external regulations and force, in which many parties are involved, such as
suppliers, debtors, accountants, lawyers, providers of credit ratings and investment bank.

Research on Corporate Social Performance has provided a variety of perspectives on the social role and responsibilities
of business. Friedman (1970) contended that the social responsibility of business is to make profit. Like many
neoclassical economists, he separates business from society and declares the concepts of social responsibility as a
fundamentally subversive doctrine. An extended concept of corporate social performance describes the contribution of
business to society. Roman et. al., (1999), in their exploration of studies of the corporate social and financial
performance relationship, indicated the dominance of positive relationships. According to Akerlof (1970), profitable
firms are more likely to disclose more social and environmental information than companies with lower level
profitability.

The grouping of determinants (Dimensions), for firm performance, is given in Figure-2. It is clear that all the nine
factors are grouped into two: Financial Performance and Strategic Performance. The financial performance covers three
variables, namely, profitability performance, growth performance and market value performance while strategic
performance includes six other variables such as employee satisfaction, customers’ satisfaction, environmental
performance, environmental audit performance, corporate governance performance and social performance. Besides,
each dimension symbolizes one facet of the overall result of the company, and it is represented by a particular group of

indicators.
Financial
Performance

Profitability Performance

Market Value Performance

Growth Performance

Employee Satisfaction
/ Customer Satisfaction

Strategic Environmental Performance
Environmental Audit
Social Performance

Performance

Performance

Performance

Figure 2. Grouping of Determinants for Firm Performance
Source: Developed from various related studies including M. Selvam (2016).

Table-1 brings out the nine dimensions and list of indicators for each dimension for firm performance. The list of
indicators, for all the nine dimensions, is given in the Table. A total of 46 indicators identified, reveals firms’
performance, from different perception. This number can further be extended considering other relevant dimensions of
firm performance.
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Table 1. Dimensions and Sample Indicators for Firm Performance

Sl. No. Dimensions Sample Indicators No

Return on Assets, EBTIDA Margin, Return on Investment, Net

1 Profitability Performance Income/Revenues, Return on Equity, Economic Value Added (EVA)

Earnings Per Share, Changes in Stock Price, Dividend Yield, Stock
2 Market Value Performance Price Volatility, Market Value Added (Market Value / Equity), Tobin’s 6
Q (Market Value / Replacement Value of Assets)
Market-Share Growth, Asset Growth, Net Revenue Growth, Net
Income Growth, Number of Employees Growth

3 Growth Performance

Turn-over, Investments in Employees Development and Training,

4 Employee Satisfaction Wages and Rewards Policies, Career Plans, Organizational Climate, 6
General Employees’ Satisfaction
Mix of Products and Services, Number of Complaints, Repurchase

5 Customer Satisfaction Rate, New Customer Retention, General Customers’ Satisfaction, 6
Number of New Products/Services Launched
Number of Projects to Improve / Recover the Environment, Level of

5 Environmental Energy Intensity, Use of Recyclable Materials, Recycling Level and 5
Performance Reuse of Residuals, Volume of Energy Consumption, Number of
Environmental Lawsuits
Environmental Audit Environmental Policy, Environmental Audit Report
! Performance and Environmental Review 3
Corporate Governance Board Size, Board Independence, Outside Directors, Insider Ownership A
8 Performance
Employment of Minorities, Number of Social and Cultural Projects,
9 Social Performance Number of Lawsuits Filed by Employees, Customers and Regulatory 4
Agencies
Total 46

Source: Developed from various studies including Santos, J.B. & Brito, L.A.L. (2012)

As pointed earlier, the purpose of this study is to minimize the gap in the model, used by the academicians and
practitioners, to evaluate the performance of firms, with accuracy. Table — 2 reveals the list of ratios to be used, for each
dimension, under firm performance. The ratios were developed, based on the indicators identified, for each dimension.
The other relevant dimensions could be added, and hence the list of ratios may be extended further.

Table 2. List of Ratios/ Parameters for each Dimension for Firms’ Performance

SI. No. Dimensions Numbers Ratios/ Parameters

ROA

EBTIDA Margin

ROI

Net Income / Revenue

ROE

EVA

EPS

Changes in Stock Price

Dividend Yield

Stock Price Volatility

Market Value Added

Tobin’s Q

Market Share Growth

Asset Growth

3 Growth Performance 5 Net Revenue Growth
Net Income Growth
Number of Employees Growth

1 Profitability Performance 6

2 Market Value Performance 6
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Turn-over
Investment in Employees Development and
Training
4 Employee Satisfaction 6 Wages and Rewards Policies
Career Plans
Organizational Climate
General Employees’ Satisfaction
Mix of Products and Services
Number of Complaints
Repurchase Rate
5 Customer Satisfaction 6 New Customer Retention
General Customers’ Satisfaction
Number of New
Products/Services Launched
Number of Projects to Improve / Recover the
Environment
Level of Energy Intensity
6 Environmental Performance 6 Use of Recyclable Materials
Recycling Level and Reuse of Residuals
Volume of Energy Consumption
Number of Environmental Lawsuits
Environmental Policy
7 Environmental Audit Performance 3 Environmental Audit Report
Environmental Review
Board Size
Board Independence
Outside Directors
Insider Ownership
Employment of Minorities
Number of Social and Cultural Projects
Number of Lawsuits Filed by Employees
Customers and Regulatory Agencies

8 Corporate Governance Performance 4

9 Social Performance 4

Source: Developed from various studies including Santos, J.B. & Brito, L.A.L. (2012)
4. Conclusions and Scope for Further Research

The firms’ performance is relevant to the strategic management but it suffers from limited conceptualization, selection
of indicators based only on convenience, and no proper consideration of its dimensionality. This review paper makes a
contribution towards defining performance-related measurements. It is true that a comprehensive set of performance
data is not available but these subjective measures can throw more light on limited objective data (Ketokivi, M. A., &
Schroeder, R. G., 2004). The selection of dimensions should carefully evaluate the most likely affective dimensions, as
suggested by Ray et al., (2004). The appropriate scale is to be developed for the subjective model future expansion and
use and for refining the model periodically, with additional dimensions and indicators suitable to the firms for time to
time.

The model, suggested in this paper, clearly identified at least nine dimensions: profitability performance, market value
performance, growth performance, employee satisfaction, customer satisfaction, environmental performance,
environmental audit performance, corporate governance performance and social performance. Multidimensionality
implies indicators of different dimensions cannot be used interchangeably since they represent different aspects of firm
performance. The strategies may also have different impacts on each dimension.

This type of research certainly has some inherent limitations that could be explored in the future. Besides, the
stakeholders, who were considered to delimit the scope of the measurement model, were the ones commonly mentioned
by companies of one country, limiting the model to that country. The dimension, appropriate to different constituencies’
satisfaction, was included for identifying the views of high-level executives of firms. They have access to objective data
on firms’ performance and they are in a position to make a balanced judgment regarding the different demands of each
stakeholder group. However, the executives certainly do not fully represent all stakeholders. Another limitation of this
study is linked to reliability. Finally, market value of the firm was also tested as a possible dimension since the market
value is conceptually linked to firms’ financial performance (Combs. J. G., et al., 2005).

The present study creates a platform, for further research, in respect of the followings:
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e The model, developed in the present review study, can be extended to any country with appropriate changes.

e Similar study could be conducted, by extending coverage of Journal / Papers / Research Studies, at different
study periods.

e A comparative study could be made on the determinants of firms’ performance.
e The confirmation factor analysis may be used to test the fitness of the Subjective Model.

e Periodical research/review could be made to identify the appropriate indicators for each dimensions of firm
performance to keep face with the changing business environment.
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