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Abstract 

Organisational performance has become the main issue as organisations are struggling for business 

sustainability. Organisations have not achieved the expected organisational performance in the dynamic 

environment. This research aims to examine the influence of disruptive innovation, organisational ca-

pabilities, and people on organisational performance. A quantitative study was designed, and one hun-

dred and twenty-one (121) data among organisations involved in the manufacturing of electrical and 

electronics (E&E) products in Malaysia were gathered through a structured questionnaire using strati-

fied sampling techniques. Data gathered were analysed with SPSS software version 24 and Smart Par-

tial Least Squares-Structural Equation Modeling (PLS-SEM) version 3.2.7. The result demonstrated 

that disruptive innovation, organisational capabilities, and people significantly influence organisational 

performance. From the academic aspect, the conceptual framework articulated based on the research 

gap, the I-TOP Strategic Agility model and dynamic capabilities theory provides more insights into 

optimising organisational performance. In addition, this study measured organisational performance 

from the perspective of happiness that comprises of employee happiness, customer happiness, and 

shareholder happiness. Practitioners could utilise this study's findings to formulate a more effective 

strategy to optimise their organisational performance that is critical for business sustainability. 
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Introduction 

Organisational performance is vital to ensure a firm is continuously achieving 

investment and stays competitive in the dynamic market. However, the or-

ganisations have not achieved the organisational performance that is ex-

pected.  An organisation must be agile enough to react to the changes in cus-

tomers' requirements, market expectation, market competition, technology 

advancements, and a changing operating environment to stay competitive and 

remain a sustainable business. It primarily provides customisation and value-

added satisfaction to customers to make customers happy, in return, the or-

ganisation will have constant support from its customers. Meanwhile, organ-

isations are competing on the low cost but maintain certain quality for prod-

ucts to enhance their performance (Muthuveloo & Teoh, 2013, 2020) 

The unpredictable COVID-19 pandemic has increased scholars' atten-

tion to organisational performance (Suh & Lee, 2018; Salamzadeh & Dana, 

2020; Gerald et al., 2020; Kawamorita et al., 2020). The COVID-19 pandemic 

has further enforced that organisational performance is vital for business sur-

vival. It causes economic hardship for communities and consumers across the 

globe. Organisations face different challenges in market demand. Many prod-

ucts' demands have dropped drastically. Most of the organisations face drop 

and losses in sales. Manufacturing experienced sizeable drops in their busi-

nesses (de Caro et al., 2020). 

Therefore, organisations need exhaustive strategic objectives and 

plans for business sustainability. According to Muthuveloo & Teoh (2013), 

the strategy is a concentrated exertion of energy and time in managing money 
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to achieve organisational performance towards an organisation's vision and 

mission. An organisation should have the ability to review its internal re-

sources, which would differentiate the level of organisational performance 

from competitors. Al-Dhaafri et al. (2013) suggested that internal resources 

improvement is critical. Implementing innovative and excellent strategies and 

distinction of an organisation's product could give the firm competitive ad-

vantages externally and globally.  

However, in today's intense, challenging business environment, the 

organisational performance of the manufacturing industry has yet to meet the 

advanced technological standard. The manufacturing industry is not agility 

enough to react to the dynamic business environment (Salamzadeh et al., 

2013; Dana et al., 2021). There is still a gap, and improvement is needed to 

examine the factors of organisational performance. It has not attained the ex-

pected level of organisational performance needed for business sustainability 

(Doshmanli et al., 2018; Hubert Backhaus & Nadarajah, 2019). Observing 

that the concept of agility has yet been consistently and sufficiently addressed 

in the literature, agility is essential to ensure the organisation is continuously 

maintaining the competitive advantage (Baškarada & Koronios, 2018). 

Reitz et al. (2018) argue that organisations must stay agile and rele-

vant in the ever-evolving business environment to respond to market needs. 

It often involves the ability to detect external changes, customers' require-

ments at the same time, review internal organisational capabilities, capacity, 

productivity, and resources for decision making. Organisations need the abil-
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ity and flexibility to adapt to the changing environment. Hence, an organisa-

tion must stay agile and sensitive to internal and external environments in the 

competitive business landscape. It is the most prominent keystone to trans-

form and renew a business for organisational performance (Doz & Kosonen, 

2010). Though there is a comprehensive agreement that organisational per-

formance is becoming critical in attaining a sustained competitive advantage, 

there is still little acceptability on what exactly constitutes factors to organi-

sational performance (Baškarada & Koronios, 2018).  

Consequently, in the manufacturing sector, organisational perfor-

mance measurement is vital to ensure the organisation incessantly attains re-

turn on investment and stays competitive in the market (Abushaiba & Zai-

nuddin, 2012; Salamzadeh et al., 2019). Conventionally, organisational per-

formance is measured by financial and non-financial measurements. Yet, one 

thing that has been abandoned is the happiness for organisational perfor-

mance. Business competition is getting stiffer and stiffer every day. Thus, 

concentrating efforts are required at the individual, organisational, and cor-

porate levels to utilise energy, cost, and time to attain business sustainability 

missions and visions (Muthuveloo & Teoh, 2013).  

The business world’s uncertainty, dynamic nature and stiffer compe-

tition make individuals and organisations stressed. In recent years, worldwide 

happiness index surveys have been carried out throughout an average of 150 

countries to measure the happiness of communities or human being in their 

countries. It is undoubtedly explained that happiness consciousness has been 

drawing attention and concern globally. The nations are now concerned about 
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how happy their citizens instead of only focusing on national gross domestic 

product. In this study, organisational performance will be measured through 

employee happiness, customer happiness and shareholder happiness. 

 

Literature Review 

Organisational Performance 

Based on Rohrbeck et al. (2018), organisational performance enables 

organisations to outperform in their industry, gain market capitalisation de-

velopment, and attain superior profitability. According to Muthuveloo & 

Teoh (2013), organisational performance is meeting an organisation’s goals 

through the right strategies. The organisational performance comprises inno-

vation, product quality, employees’ performance, and relations with organi-

sational management (Tanha et al., 2011; Tajpour et al., 2020). Wamuuru & 

Jamleck (2016) described, organisational performance as a means through 

which organisations could meet their objectives and accomplish high perfor-

mance. Organisational performance has become one of the common topics in 

management research, but today, it still requires further studies as organisa-

tions are continuously facing domestic and international business challenges. 

According to Pohludka et al. (2018), organisations are still focusing on 

achieving long-term growth and business sustainability by streamlining the 

processes to enhance productivity, lower cost, increase efficiency, and gain 

flexibility in today’s business environment. 

Organisations are finding ways to compete among local and foreign 

firms, and with the growth of foreign direct investments and global business 
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trades, the competition is becoming challenging and difficult for business sus-

tainability (Abushaiba & Zainuddin, 2012). To survive in the competitive and 

unpredictable business environment, organisations should create supportable 

strategic values and react with flexibility for business sustainability by devel-

oping and enhancing current capabilities to cope with the changeable business 

environment. Besides, the organisation should be flexible and adaptive 

enough to respond to market uncertainties and make the right decisions by 

facilitating the change in manufacturing systems and processes in operation 

management to meet customers’ needs (Suh & Lee, 2018; Radović Marković 

et al., 2012, 2019). Organisations’ key shareholders play a critical contribu-

tion to drive organisational revolution by implementing strategies guided by 

organisational values, lead to organisational efficiency and competitiveness 

in the industry (Schalock et al., 2018). 

 

Dimension #1 Disruptive Innovation 

Business intelligence and information technology help organisations 

to improve decision making for organisational performance. Organisations 

that understand the market changes and proactively act is critical for business 

sustainability. The organisation needs to utilise information technology capa-

bilities to react speedily due to business environment changes, which will af-

fect business performance. Information management could provide flexibility 

and enable adaptive decision making. Hence, organisations could achieve or-

ganisational performance (Ali et al., 2018). Technology infinite possibilities 



Journal of Entrepreneurship, Business, and Economics, 2021, 9(1), 163–201 

169 

 

 

 

 

are essential for organisations, specifically for those high cycles of technol-

ogy products. The organisation can think out of the box to develop noble and 

novel products to enter new markets instead of outdoing existing competitors. 

Blue ocean strategy is crucial for organisational performance (Muthuveloo & 

Teoh, 2013). Technology has become a critical role in enabling and enhanc-

ing business agility in the organisation. Technology has embedded in business 

agility for business to be successful, and there must be a collaborative and 

strategic relationship to link business and technology for business agility. 

Technology is playing a critical role in improving organisational perfor-

mance. The challenges facing by most of the organisation today because of 

digital economics, digital transformation, customers’ requirements, and pref-

erence are one of the driving strategies and innovations required by the or-

ganisation for cost savings and efficiencies. Technology and business are al-

most linked for business to successfully react to a dynamic business landscape 

(Murkerjee, 2014). Hence, 

Hypothesis 1 (H1): Disruptive innovation has a significant influence on or-

ganisational performance. 

 

Dimension # 2: Organisational Capabilities 

Organisational capabilities help the organisation to create necessary 

organisational processes and structure to provide strategic agility that man-

ages the organisation well. By having the organisational capabilities for scan-

ning internal and external organisation, an organisation could aware and react 
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to business opportunities and improve organisational performance. Organisa-

tional capabilities help the organisation to understand internal and external 

opportunities and threats by creating business agility to be able to create noble 

ideas to attract new market penetration for market-leading strategy and to be 

the first who enter a new market to gain market share for business success 

(Muthuveloo & Teoh, 2013). The organisation should always stay alert 

through the involvement of organisational capabilities in business processes, 

routine environment scanning activities, monitor business process for im-

provement, obtain regular analytics and trends, monitor customers prefer-

ences and market demand to be ready to adapt and adopt based on business 

needs as a successful organisation and improve organisational performance 

(Murkerjee, 2014). Organisational capabilities are complex in an organisa-

tion. Thus organisations can tackle the challenges by creating and supporting 

the organisational capabilities for organisational performance (Abdelaziz El-

gamal, 2018). Hence, 

Hypothesis 2 (H2): Organisational capabilities have a significant influence 

on organisational performance. 

 

Dimension # 3: People 

People are important resources of an organisation who contribute to 

the organisation performance when they have the right mindsets and charac-

teristics. Leadership starts at the strategic level while organisational operating 

depends on employees. Both contribute to organisational strategically and op-

erationally for organisational performance (Murkerjee, 2014). A study carried 
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out by Abdelaziz Elgamal (2018) suggested that an organisation should have 

ways to create and adapt a multidimensional organisational culture that sup-

ports people and identifies the right people to perform different tasks for or-

ganisational performance. By maintaining this, organisation able to react 

quickly to the organisational environment and enable people to provide au-

thority within their aspect of responsibilities for rapid responses without de-

lay. Organisations should have the abilities and competencies to react to un-

expected environmental changes and disruption to survive and maintain or-

ganisation health and success. Commented by Cegarra-Navarro et al. (2016), 

people could react effectively and efficiently as people possess and learn the 

knowledge and apply knowledge learned to the organisation so provide the 

ability to organise and manage internal and external unpredictable scenarios. 

The organisational performance is likely based on the preliminary implemen-

tation of knowledge management. The organisation could well prepare and 

concentrate their effort on the most important problem. Thus, people play a 

complementary role in organisational effectiveness and organisational perfor-

mance. Hosseini et al. (2020) described organisations that develop the tech-

nical skills of people helps to increase people’s ability to perform job duty 

and prepare themselves to face competition and challenges that affect their 

job performance. The characteristics of people affect how they perform for 

organisational performance. Hence, 

Hypothesis 3 (H3): People have a significant influence on organisational per-

formance. 
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Underpinning Theory 

Based on the literature review conducted and consideration of the re-

search gaps, it is rather evident that the underlying model and theory for this 

study is the I-TOP Strategic Agility model supported by dynamic capability 

theory. I-TOP Strategic Agility model (Muthuveloo & Teoh, 2013, 2020) is 

defined as I, return on investment, T, infinite technology possibilities, O, out-

right environmental scanning and P, people referring to human capital devel-

opment. I-TOP Strategic Agility model is based on 20 years of working ex-

perience in the business industry and research. The I-TOP Strategic Agility 

model concept is that the organisation needs to maximise return on invest-

ment to stay as an industry leader or at the top of the industry. It is a fluid 

model and depends on three major factors: technology infinite possibilities, 

outright environmental scanning and people human capital development 

(Muthuveloo & Teoh, 2013, 2020).  

Dynamic capability theory is an extension of the resource-based view, 

explains the organisation's capabilities to adapt to the uncertain and dynamic 

environment which is critical for organisational sustainability. Dynamic ca-

pability is vital as an organisation can react and adapt to a volatile environ-

ment for competitive advantage and organisational performance (Teece et al., 

1997; Teoh et al., 2017). As García-Sánchez et al. (2018) described, dynamic 

capabilities can be assimilated and integrated for the configuration of internal 

competencies and encourage the organisation to change as a result of envi-

ronmental requirement. 
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Research Model 

The conceptual framework shown in Figure 1 illustrates the relation-

ship between all variables of this study. Organisational performance is the 

dependent variable, and the factors derived from the I-TOP Strategic Agility 

model are disruptive innovation, organisational capabilities, and people are 

independent variables. This study examines the influence of disruptive inno-

vation (DI), organisational capabilities (OC), and people (P) on organisational 

performance (OP). The organisation is operating in a dynamic business envi-

ronment, and the competition is becoming stiffer. Thus, the organisation must 

have the ability to respond to changes for organisational performance. Dis-

ruptive innovation is critical due to the continuous advancement of technol-

ogy and innovation. Organisational capabilities demonstrate the capability 

and ability to analyse and scan the internal and external scenarios to utilize 

and restructure organisational resources for organisational performance. Peo-

ple provide knowledge and skills to the organisation based on types of people 

and characteristics. This study applies dynamic capability as a theory because 

the organisation needs to equip with the dynamic capability to react quickly 

to market changes with the existence of the organisational resources for busi-

ness sustainability. 
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Figure 1. Conceptual Framework 

 

Research Methodology 

The research methodology used in this study is detailed in the sections below. 

Research Design 

This study's research design was critical because it showed how to 

obtain accurate data, which provided empirical evidence to answer the re-

search questions raised. Therefore, the research design criteria by Sekaran & 

Bougie (2013) were used to describe the research design for this study. 

Firstly, this study was to test the hypotheses formed to answer the research 

questions and a correlational study to test the relationships of different main 

variables identified in the context of the manufacturing industry in Malaysia. 

Secondly, the researcher's slight interference as the study was conducted 

within a non-contrived study setting as the variables were generally occurring 

like the work environment. This study was a quantitative research method, 

and the hypotheses approach were used. Lastly, this study was cross-sectional 
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as it was on a one-time data collection in which the data were collected once 

within 2 months only. The research design considered researcher resources, 

costs, and time which best fit the needs to conduct this study. 

 

Population and Sample Size 

The population for this study was the E&E manufacturing industry in 

Malaysia. This study's total population was 246 organisations registered with 

the Federation of Malaysian Manufacturers. A sample size of 30 to 500 was 

recommended for effective data collection (Sekaran and Bougie, 2013). It was 

aligned with Hair et al. (2013), where the sample size could be between 100 

and 400. According to Green (1991) table, the initial sample size required for 

this study was 84. The initial sample size of 84 was made due to the power 

requirement of 0.8 and the alpha level of 0.05 with a medium effect size de-

scribed by Cohen (1998). Thus, this study's most conservative initial sample 

size was 90 for an acceptable level of power for statistical analysis. 

 

Sampling Technique and Data Collection Method 

The sampling technique involved a segregation or stratification pro-

cess where the respondents were carefully selected during the process 

(Sekaran & Bougie, 2013; Ulijn, & Salamzadeh, 2021). The stratified sam-

pling was calculated by dividing the total population of the manufacturing 

organisation, multiplying it with a sample size of 90. Process stratification 

was to ensure that the sampling design is efficient as this enabled the contri-
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bution of more and accurate information on the sample data (Sekaran & Bou-

gie, 2013). Stratified sampling technique applied for this study. The data were 

gathered through online structured questionnaire. Telephone calls and email 

communication have been made to the human resources personnel of the 

companies (Radovic Markovic & Salamzadeh, 2018). Upon agreement, they 

helped to have the right people to fill up the online structured questionnaire. 

A cover letter with a brief introduction of the survey objective and survey 

URL link was sent to their email address.    

 

Measurement Instruments 

The questionnaire consisted of 21 questions related to organisational 

performance in Section A. Section B consisted of 8 questions on disruptive 

innovation, nine questions on organisational capabilities and 21 questions on 

people with a 6-point Likert scale ranging from '1' strongly disagree up to '6' 

strongly agree to prevent respondents having neutral feedback from the meas-

urement scale (Cooper & Schindler, 2011; Salamzadeh et al., 2020). Section 

C contained nine questions related to potential respondents and their organi-

sations' demographic. Table 1 shows the summary of sources and measure-

ment items. 
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Table 1. Questionnaire Design 

Sec-

tion 

Variable Coding of 

Questions 

No of 

Question 

Sources 

A Organisational 

Performance 

EH1 - EH8 21 Adapted from Chaiprasit & 

Santidhiraku (2011) 

   CH1 - CH5 Adapted from Gong & Yi 

(2018) 

   SH1 - SH5 Adapted from de Waal (2008) 

   SH6 - SH8 Adapted from Anees-ur-

Rehman et al. (2018) 

B Disruptive Inno-

vation 

DI1 - DI2 8 Adapted from Farooq & Chris 

(2011) 

    DI3 - DI5 Adapted from Ricciardi et al. 

(2017) 

    DI6 - DI8 Adapted from Ravichandran 

(2018) 

  Organisational 

Capabilities 

OC1 - OC9 9 Adapted and adopted from 

Mikalef et al. (2018) 

  People PP1 - PP7 21 Adopted from Muthuveloo 

(2018)     PTS1 - PTS7 

    PTM1 - 

PTM7 

C Demographic D1 - D9 9   

  Total number of 

questions 

  68   

 

The pre-test questionnaire was sent to five of the administrators, hu-

man resources managers or directors of different E&E manufacturing to help 

to have the right personnel to answer the questionnaires and gathered feed-

back to improve the quality of the questionnaire. A pilot study of 30 manu-

facturing organisations was also conducted to investigate the reliability of the 

questionnaire's measurement items. Table 2 reveals the pilot study result. 

Some items have lower Cronbach's Alpha, which is less than the threshold of 

0.708 (Hair et al., 2016) have been removed. 
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Table 2. Pilot Study Findings 

Variables Number 

of Items 

Number 

of Items 

Removed 

Number of 

Final 

Items 

Cronbach’s 

Alpha 

Organisational Performance 21 3 18 0.929 

Disruptive Innovation 8 3 5 0.897 

Organisational Capabilities 9 2 7 0.945 

People 21 10 11 0.886 

 

Data Analysis Techniques 

IBM-SPSS version 24 was used to screen and prepare data and ana-

lysed descriptive statistics. SmartPLS software version 3.2.7 was used to ex-

amine hypotheses by using the partial least squares-structural equation mod-

elling (PLS-SEM) technique uses a prediction-oriented variance-based ap-

proach that emphasises endogenous target constructs and maximises their ex-

plained variance. PLS-SEM involves two steps processes, measurement 

model and structural model were examined (Hair et al., 2016). 

 

Findings 

An online structured questionnaire link with detailed research pur-

poses letterhead was emailed to 246 organisations. At the end of the two 

months of the survey period (from Nov 2020 to Jan 2021), 123 responses 

were gathered after the third follow up. However, only 121 responses were 

valid to be processed for data analysis as two responses were answered all the 

questions as “strongly agreed”, which showed a straight-lining of question-

naire Likert Scale responses. Hence, these two responses were rejected for 

data analysis. Therefore, 121 responses were valid and accepted for further 
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processing. There was no missing data in this questionnaire as the respond-

ents were directed appropriately on the online survey. The response rate 

demonstrated as 49.2% in this study. Table 3 shows a summary of the re-

sponse rates of this study. 

Table 3. Summary of response rates 

Location Count of 

Organisa-

tion 

Stratified 

Sampling 

for Sample 

Size 

No. of 

Question-

naires Sent 

Out 

No. of Re-

sponses Re-

ceived 

No. of Re-

sponses for 

Data Analysis 

Johor 45 16 45 11 11 

Kedah 8 3 8 7 7 

Kuala 

Lumpur 

10 4 10 6 4 

Melaka 18 6 18 5 5 

Negeri 

Sembilan 

6 2 6 5 5 

Pahang 2 2 2 0 0 

Pulau 

Pinang 

52 19 52 49 49 

Perak 11 4 11 6 6 

Sabah 1 0 1 0 0 

Selangor 90 33 90 33 33 

Sembilan 1 0 1 0 0 

Tereng-

ganu 

2 1 2 1 1 

Total 246 90 246 123 121 

Descriptive Analysis 

The majority of the organisations that responded to the questionnaire 

were private limited companies, 96.7%. 52.9% of the organisations were es-

tablished for more than 20 years. 66.9% of the organisations were foreign-

based companies. Table 4 below demonstrates a summary of the profile of 

participating organisations. 
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Table 4. Profile of Participating Organisations 

Variable Category Frequency Percent 

Type of organisation Partnership 2 1.65 

Private Limited Company (Sdn. Bhd.) 117 96.69 

Public Listed 2 1.65 

Years of establish-

ment of organisation 

> 20 years 64 52.9 

1-5 years 13 10.7 

11-15 years 15 12.4 

16-20 years 17 14 

6-10 years 12 9.9 

Number of employees 

in organisation 

<=50 8 6.6 

>=1000 48 39.7 

101-500 29 24 

501-1000 19 15.7 

51-100 17 14 

Location of organisa-

tion 

Johor 11 9.1 

Kedah 7 5.8 

Kuala Lumpur 4 3.3 

Melaka 5 4.1 

Negeri Sembilan 5 4.1 

Perak 6 5 

Pulau Pinang 49 40.5 

Selangor 33 27.3 

Terengganu 1 0.8 

Majority of staffs in 

the organisation 

Baby boomer (1946-1964) 4 3.3 

Gen X (1965-1980) 55 45.5 

Gen Y (1981-2000) 62 51.2 

Organisation which 

are doing export 

business 

Non export 18 14.9 

Export 103 85.1 

Average of annual 

sales amount (MYR) 

<=0.5 million 1 0.8 

>1.5 million 109 90.1 

0.5 <x<= 1million 1 0.8 

1.0<x<=1.5 million 10 8.3 

Headquarters of or-

ganisation 

Australia 1 0.8 

China 1 0.8 

Europe 18 14.9 

Japan 13 10.7 

Malaysia 40 33.1 

Singapore 6 5 

Taiwan 2 1.7 

United States 40 33.1 
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Measurement Model Analysis 

The measurement model analysis was needed to confirm the measure-

ment items' validity and reliability. Based on Hair et al. (2014), the recom-

mendation of the PLS-SEM reflective model should be analysed for internal 

consistency, an indicator of reliability, convergent validity, and discriminant 

validity before assessing the structural model. The recommended value for 

composite reliability is more than 0.708, and the average variance extracted 

(AVE) should be exceeded 0.50 (Hair et al., 2016). Table 5 shows the meas-

urement model for this study. The items have more than 0.708 composite re-

liability, and AVE exceeded 0.50. 

 

Table 5. Result of Measurement Model 

Model Construct Measurement 

Item 

Load-

ings 

Cronbach

's Alpha 

CR AVE 

Organisational Perfor-

mance 

CH2 0.609 0.941 0.947 0.501 

CH3 0.762    

CH4 0.734    

EH1 0.679    

EH2 0.659    

EH3 0.765    

EH4 0.594    

EH5 0.779    

EH6 0.775    

EH7 0.723    

EH8 0.687    

SH1 0.662    

SH2 0.743    

SH3 0.758    

SH4 0.677    

SH5 0.760    

SH6 0.640    
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Model Construct Measurement 

Item 

Load-

ings 

Cronbach

's Alpha 

CR AVE 

SH7 0.690    

Disruptive Innovation DI1 0.882 0.924 0.943 0.768 

DI2 0.860    

DI3 0.884    

DI4 0.886    

DI5 0.870    

Organisational Capabili-

ties 

OC1 0.786 0.930 0.944 0.706 

OC2 0.853    

OC3 0.776    

OC5 0.872    

OC6 0.859    

OC7 0.891    

OC8 0.838    

People PP1 0.855 0.946 0.954 0.652 

PP2 0.851    

PP3 0.844    

PP5 0.756    

PTM3 0.837    

PTM4 0.798    

PTM5 0.756    

PTM7 0.796    

PTS1 0.886    

PTS2 0.761    

PTS6 0.725    

Note: CH1, CH5, SH8, DI6, DI7, DI8, OC4, OC9, PP4, PP6, PP7, PTM1, PTM2, PTM6, PTS3, PTS4, PTS5 and 

PTS7 were removed due to low loadings. CR= Composite Reliability, AVE= Average Variance Extracted. 

 

Discriminant Validity 

In this study, the Heterotrait-Monotrait Ratio (HTMT) was done for 

discriminant validity assessment where the recommended values are less than 

0.90 (Henseler et al., 2015). Table 6 below has ascertained the discriminant 

validity, which is below 0.90. 



Journal of Entrepreneurship, Business, and Economics, 2021, 9(1), 163–201 

183 

 

 

 

 

Table 6. Discriminant Validity in HTMT 

  1 2 3 4 

1. Organisational Performance         

2. Disruptive Innovation 0.801       

3. Organisational Capabilities 0.872 0.874     

4. People 0.825 0.616 0.704   

 

Testing Hypothesis 

All the hypotheses in this study were supported. Disruptive innova-

tion, organisational capabilities and people significantly influence organisa-

tional performance at β=0.211, t=2.406, p<0.05; β=0.371, t=3.806, p<0.01; 

and β=0.424, t=5.552, p<0.01 respectively. Table 7 shows the details of this 

study’s result. 

 

Table 7. Result of Structural Model (Direct Relationship between DV & IV) 

Relationship Standard Beta (β) SD t-value p-value Decision 

DI -> OP 0.211 0.082 2.406 0.016 Supported 

OC -> OP 0.371 0.101 3.806 0.000 Supported 

P -> OP 0.424 0.075 5.552 0.000 Supported 
Note: DI= disruptive innovation; OP= organisational performance; OC= organisational capabilities; P= people 

 

Predictive Relevance Analysis 

PLS-SEM Blindfolding procedure was conducted by omitting every 

sixth data point in the endogenous construct’s indicator using construct cross 

validated redundancy. The presence of Q2 showed that the path model could 

predict the data points of indicators in the endogenous constructs correctly. 
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The value of Q2 higher than zero explains the predictors have predictive rele-

vance for endogenous constructs (Hair et al., 2014). The endogenous con-

struct of this study has predictive relevance because the result of Q2 is 0.366. 

 

Assessment of Importance-Performance Map Analysis 

The importance-performance map analysis (IPMA) was performed to 

determine the relative importance of constructs in explaining other constructs 

in this study's structural model. The focus was to improve the performance of 

the constructs that exhibit large importance regarding their explanation of a 

specific target construct while having a comparatively low performance (Rin-

gle et al., 2015; Sooreh et al., 2011). Table 8 reveals the IPMA of this study 

to guide E&E manufacturing on the key factors requiring attention and im-

provement. People have relatively high positive importance, followed by or-

ganisational capabilities and disruptive innovation. Whereas Table 9 shows 

the IPMA of organisational performance measurement from a happiness per-

spective in E&E manufacturing. The results showed that employee happiness 

has relatively high positive importance, followed by shareholder happiness 

and customer happiness. Table 10 displays the result of IPMA of people. Per-

formers have relatively high importance in E&E manufacturing, followed by 

transformers and transactors. 
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Table 8. Result of Importance-Performance Map Analysis for Organisa-

tional Performance Factors 

Organisational Performance Importance Performance 

Disruptive Innovation 0.156 71.358 

Organisational Capabilities 0.311 68.427 

People 0.357 67.549 

Table 9. Result of Importance-Performance Map Analysis of Organisational 

Performance Measurement from Happiness Perspective 

Organisational Performance Importance Performance 

Employee Happiness 0.437 67.920 

Customer Happiness 0.181 74.492 

Shareholder Happiness 0.382 72.423 

Table 10. Result of Importance-Performance Map Analysis for People 

People Importance Performance 

Performers 0.419 70.708 

Transactors 0.251 71.580 

Transformers 0.330 60.070 

 

Discussion 

This study proposed three hypotheses. All the hypotheses were sup-

ported. The results showed that disruptive innovation, organisational capabil-

ities and people have a significant relationship to organisational performance 

in E&E manufacturing. The findings of this study are shown below. 

 

Relationship between Disruptive Innovation and Organisational Perfor-

mance: This study revealed that disruptive innovation is needed to manage 

the business and think out of the box to move away from the existing compe-

tition by injecting novel and noble ideas through disruptive innovation, Blue 
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Ocean Strategy. Technologies and innovation can be the critical driver to in-

crease energy, improve the quality of goods and services, and generate new 

markets (Muthuveloo & Teoh, 2013, 2020). Information technology compe-

tence, combined with innovation capacity, is likely to be valuable to E&E 

manufacturing.  

Also, organisations that invest in digital platforms are likely to affect 

organisational performance significantly. It is supported that the disruptive 

innovation of E&E manufacturing is the factor of organisational performance. 

Organisations could exploit information technology and adopt a long-term 

orientation to develop these competencies (Ravichandran, 2018). Besides, 

business intelligence has been speedily proliferated in information systems 

that have significantly contribute to organisational performance. Business in-

telligence acts as an enabler in E&E manufacturing, especially in the ongoing 

changes and new emergent environment that cause an array of changes be-

cause of market demands, customer's interest, instability pricing and compet-

itive pressures. E&E manufacturing could utilise disruptive innovation to 

achieve organisational performance (Ali et al., 2018).  

Technology has an essential role in organisational performance in 

E&E. The challenge of digital transformation is leading on the agendas of 

most E&E manufacturing in today's global and digital economies. Technol-

ogy is rooted in businesses that help E&E to react fast, strategically, and op-

erationally to be successful in the speedy digital world of throwaway innova-
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tions. E&E manufacturing must learn to manage and evolve its ability to re-

spond to changes and to move with the times for organisational performance 

(Murkerjee, 2014). 

 

Relationship between Organisational Capabilities and Organisational 

Performance: This hypothesis supported by Abdelaziz Elgamal (2018), or-

ganisations have significant interaction between and among the organisa-

tional capabilities that contribute to organisational performance. E&E manu-

facturing should build a multi-dimensional to survive in a surprising and tur-

bulent environment. Organisational capabilities in E&E is essential. As high-

lighted by Muthuveloo & Teoh (2013, 2020), E&E could utilise outright en-

vironmental scanning to elaborate or perform global scenarios planning to 

understand the possible business opportunities that the organisations could 

focus on and detect the threats from the business environment to eliminate the 

impact to an organisation. As a result of global scenarios planning, E&E could 

form the necessary management and organisational structure to manage the 

business. Murkerjee (2014) agreed that appropriately structured, managed, 

and resourced organisations could sustain the business for organisational per-

formance. 

 

Relationship between People and Organisational Performance: The find-

ings of this study confirmed the study of Khavari et al. (2016), employees are 

the primary resources of productivity that contribute to organisational perfor-

mance. Also, when people have a high level of training increases the level of 



Koay, H. G., & Muthuveloo, R. 2021. The Influence of Disruptive Innovation, Organisational Capa-

bilities and People on Organisational Performance among Manufacturing based Companies in Malay-

sia 

188 

 

 

 

 

the competitive performance of E&E (Oyedijo, 2012). Furthermore, the find-

ings of this study associated with the previous studies. People apply their 

knowledge to the organisation to provide the capability and ability to the or-

ganisation to manage the internal and external unpredictable situations. Peo-

ple are critical resources of the organisation who contribute to the organisa-

tion when people have the right characteristics and mindsets. Both leaders 

and people contribute to organisational operationally and strategically for or-

ganisational performance (Murkerjee, 2014). People react competently to in-

crease efficiency for organisational performance (Cegarra-Navarro et al., 

2016). People possess the experience, skills and knowledge that add eco-

nomic value to organisations. People make decisions and their initiative to 

day-to-day activities, so organisations should promote people and optimise 

people for organisational performance. Therefore, people are the fundamental 

and asset to organisations, and as a result, E&E is achieving organisational 

performance (Muthuveloo & Teoh, 2013, 2020). 

 

Research Contribution 

The research contributes to theoretical and practical as stated below: 

Theoretical Contribution 

Relevancy of I-TOP Strategic Agility Model: This study's conceptual 

framework was formed based on research gaps, adopted from the I-TOP Stra-

tegic Agility model (Muthuveloo & Teoh, 2013, 2020), and supported by dy-

namic capability theory. This framework is comprehensive compare to previ-
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ous studies of organisational performance as this framework provides a theo-

retical lens for organisational performance through the internal and external 

environmental context of E&E manufacturing. This study contributed to the 

literature that the three I-TOP Strategic Agility model factors: disruptive in-

novation, organisational capabilities, and people, significantly influence or-

ganisational performance. This study theoretically affirmed that the I-TOP 

Strategic Agility model's factors: disruptive innovation, organisational capa-

bilities, and people are the right resources for organisational performance. 

 

Relevancy of Dynamic Capability Theory: The theoretical lens of dynamic 

capability theory enabled the organisations to react against the uncertainty 

and dynamic business environment for the organisational performance 

through disruptive innovation, organisational capabilities and people. Dy-

namic capability theory is essential for organisations to respond to the disrup-

tive and rapid changes in the business environment and sustain their compet-

itiveness (Teece et al., 1997; Tuzovic et al., 2018). Organisations need to have 

the capability to react strategically to dynamic changes through efficient and 

effective ways with identified factors and resources for organisational perfor-

mance. Dynamic capabilities are important organisational competencies to 

adapt to changing environment speedily for organisational performance 

(Teoh et al., 2017). 

 

Measurement of Organisational Performance from the Perspective of 

Happiness: This study revealed the novel and noble way to measure E&E 



Koay, H. G., & Muthuveloo, R. 2021. The Influence of Disruptive Innovation, Organisational Capa-

bilities and People on Organisational Performance among Manufacturing based Companies in Malay-

sia 

190 

 

 

 

 

manufacturing organisational performance through three happiness perspec-

tives: employee happiness, customer happiness and shareholder happiness. 

Nowadays, countries are utilising happiness as the measurement of economic 

growth instead of merely depends on GDP (Diener et al., 2004). This study 

provided theoretical evidence that employee happiness, customer happiness 

and shareholder happiness are the proxies of organisational performance. The 

happiness perspective should not be neglected; instead, it should be focused 

on and strengthen organisations' happiness. When employees are happy and 

contented, they could increase creative thinking, competency, and freedom 

for new work ideas and create value for organisations (Chaiprasit & San-

tidhiraku, 2011). This study confirmed that non-financial performance could 

be measured through employees and customer contentment and happiness, 

whereas financial performance can be measured through shareholder's con-

tentment and satisfaction. Simultaneously, this study contributed to literature 

for measuring happiness perspectives in organisational performance and fur-

ther strengthening the importance of measuring happiness for organisational 

performance. 

 

Practical Contributions 

Influence of I-TOP Strategic Agility Model on Organisational Perfor-

mance: This study helps practitioners focus and manage disruptive innova-

tion, organisational capabilities and people as their valuable resources that 

help the organisations create the abilities to react to the dynamic business en-
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vironment. It is important for practitioners to effectively and efficiently syn-

ergize the I-TOP Strategic Agility model's factors to achieve organisational 

performance to attain their mission and vision. These factors are very fluid 

that help practitioners to react and adapt to dynamic business situations for 

organisational performance (Muthuveloo & Teoh, 2013, 2020). Practitioners 

could involve proper planning, budget allocation, a thorough overview of the 

internal and external environment before they adjudicate their organisations' 

resources (Gupta et al., 2018). Every organisation should clearly understand 

their needs and the market's current situation to take prompt action to enhance 

organisational performance (Agarwal et al., 2018). 

 

Measurement of Organisational Performance: This study proved the new 

way of organisational performance measurement through three happiness 

perspectives: employee happiness, customer happiness, and shareholder hap-

piness. In this study, the non-financial performance was measured by employ-

ees' and customers' contentment and happiness. At the same time, financial 

performance was measured by shareholders' satisfaction and contentment. 

This study demonstrated that employee happiness has relatively high positive 

indicators of organisational performance, followed by shareholder happiness 

and customer happiness. This study informed the practitioners that employees 

happiness is essential as employees are motivated to perform when they are 

contented in work (Chaiprasit & Santidhiraku, 2011). Simultaneously, share-

holders happiness when organisations achieve financial performance and re-

turn on their investment for business sustainability (Anees-ur-Rehman et al., 
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2018; de Waal, 2008). Organisational performance could be measured 

through happiness perspective instead of merely depends on economic GDP 

measurement. Practitioners can formulate their strategies to create a happy 

organisation to achieve the desired organisational performance vital for busi-

ness sustainability (Gavin & Mason, 2004; Fisher, 2010; Sulakhe & Bakre, 

2019). 

The results explained that employee happiness indicators are rela-

tively higher important to organisational performance. Thus, practitioners 

should ensure employees' well-being are taking care of and assigning appro-

priate work scopes according to their characteristics to ensure competence 

and job satisfaction. Practitioners need to equip the people with the latest 

technological knowledge, appropriate skillsets, knowledge, and tools know-

how that help people to contribute to organisational performance. When peo-

ple can perform well, they could have job satisfaction in the organisation and 

feeling contented. Happiness leads to goal achievement in the organisation 

and improves organisational performance. Hence, happiness is a proxy of or-

ganisational performance. Happiness in the organisation should be given 

more attention to business sustainability (Chaiprasit & Santidhiraku, 2011; 

Fisher, 2010; Oswald, 1997). 

 

Limitation 

The scenario created by COVID-19 made the data collection process 

difficult. Data were collected fully online. The respondents’ feedback that 

they were busy with their work, and some were challenging with remote work 
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condition due to COVID-19. Most of the respondents were multitasking to 

attend more meetings as their organisations are facing a tough time during the 

COVID-19 pandemic. They faced many challenges while working at home 

(Salamzadeh, 2020; Meenakshi & Neha, 2020). They had too much distrac-

tion, and no time could be allocated to answer the questionnaire. Therefore, 

some of them refused to participate in this research questionnaire which is 

part of the difficulties in data collection. 

 

Conclusion 

The manufacturing industry faces significant changes, with markets 

demanding customised and higher quality at a lower cost and moving from a 

local-based economy towards a competitive and global economy. In this en-

vironment, manufacturing organisations must respond rapidly to customer de-

mands by improving their flexibility with strategic agility while maintaining 

their quality and productivity (Leitão, 2009). Organisational performance in 

the manufacturing industry is still not meeting expectations (Abdullah Mo-

hammed Saif & Hussain, 2018; Saleh & Ndubisi, 2006). Although many stud-

ies have been conducted on organisational performance, its organisational 

performance is still not meeting expectations. As a result, this study contrib-

uted that organisational performance can be achieved through I-TOP Strate-

gic Agility Model supported with dynamic capabilities theory. The I-TOP 

Strategic Agility model factors are disruptive innovation, organisational ca-

pabilities, and people. E&E manufacturing could focus on disruptive innova-

tion as it promotes efficiency and effectiveness in market analysis, product 
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design, supply chain, and customers services through technological advance-

ments, manufacturing technology, technology innovation, business intelli-

gence and artificial intelligence (Ricciardi et al., 2017). In addition, E&E 

manufacturing should emphasise organisational capabilities. It builds the or-

ganisational abilities to scan and analyse internal and external environments, 

restructure and utilise organisational resources for organisational perfor-

mance. Organisational capabilities enable organisations to reuse, restructure 

organisational resources based on internal and external changing business cir-

cumstances (Inan & Bititci, 2015). 

Also, this study revealed that people consist of performers, transactors 

and transformers. Performers have relatively high importance followed by 

transformers and transactor in E&E foreign-based manufacturing industry. 

Performers perform the daily job according to the job description; transactors 

provide new idea and value add to the existing product or process whereas 

transformers bring up new ideas which support their organisation through 

blue ocean strategy to conquer a new market. Nonetheless, people are im-

portant resources to companies based on different characteristics to meet or-

ganisational objectives (Naser et al., 2019).  

Furthermore, this study has proven the theoretical evidence that new 

organisational performance measurement through three happiness perspec-

tives: employee happiness, customer happiness, and shareholder happiness. 

In this study, the non-financial performance was measured by employees' and 

customers' contentment and happiness. At the same time, financial perfor-

mance was measured by shareholders' satisfaction and contentment. In this 
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study’s IPMA analysis, employee happiness showed relatively high positive 

importance; thus, employee happiness should be focused on. When employ-

ees are contented and happy, they could increase creative thinking, perform 

well and create values for organisation performance. (Chaiprasit & San-

tidhiraku, 2011). 

Future research could confirm and enhance further the findings and 

contribution from a happiness perspective for both personal and organisa-

tional well-being of organisational performance. Besides, future scholars can 

enhance the characteristics of people into three types called performers, trans-

actors and transformers. Future scholars can also establish why only either 

performers or transformers play an important role compared to transactors in 

E&E foreign-based manufacturing or Malaysia as a whole. In a nutshell, this 

article elaborates on disruptive innovation, organisational capabilities, and 

people contribute to organisational performance. Organisational performance 

measurement through employee happiness, customer happiness and share-

holder happiness is new and noble in the E&E manufacturing industry. 
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