
 
 
 
 
 
 

ORGANIZATIONAL CAPABILITIES TOWARD 
SUSTAINABLE COMPETITIVE ADVANTAGE 

 
 
 

KWAN HAO FENG 
 
 
 

BACHELOR OF INTERNATIONAL BUSINESS 
(HONOURS) 

 
 

UNIVERSITI TUNKU ABDUL RAHMAN 
 

FACULTY OF ACCOUNTANCY AND 
MANAGEMENT 

DEPARTMENT OF INTERNATIONAL BUSINESS 
 

APRIL 2022 



i 

 

 

 

 

 

ORGANIZATIONAL CAPABILITIES TOWARD 

SUSTAINABLE COMPETITIVE ADVANTAGE 

 

 

BY 

 

KWAN HAO FENG 

 

A Final-Year-Project submitted in partial fulfilment of the 

requirement of degree of 

 

BACHELOR OF INTERNATIONAL BUSINESS 

(HONOURS) 

 

UNIVERSITI TUNKU ABDUL RAHMAN 

 

FACULTY OF ACCOUNTANCY AND 

MANAGEMENT 

DEPARTMENT OF INTERNATIONAL BUSINESS 

 

APRIL 2022 

 

 



ii 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Copyright @ 2022 

 

ALL RIGHTS RESERVED. No part of this paper may be reproduced, stored in a 

retrieval system, or transmitted in any form or by any means, graphic, electronic, 

mechanical, photocopying, recording, scanning, or otherwise, without the prior 

consent of the author. 

 



iii 

 

 

 

 

 

DECLARATION 

 

 

 

I hereby declare that: 

 

(1) This undergraduate FYP is the end result of my own work and that due 

acknowledgement has been given in the references to ALL sources of 

information be they printed, electronic, or personal. 

 

(2) No portion of this FYP has been submitted in support of any application for any 

other degree or qualification of this or any other university, or other institutes 

of learning. 

 

(3) Sole contribution has been made by me in completing the FYP. 

 

(4) The word count of this research report is 9237.  

 

 

 

 

Name of student: Student ID:  Signature: 

 

KWAN HAO FENG 

 

19UKB02020  

 

 

 

 

Date: 27/4/2022 

 



iv 

 

ACKNOWLEDGEMENT 

 

 I am grateful because many people were willing to assist me during the 

progress of my research.  

 

 I would like to express my appreciation to my supervisor, Ms. Lim Yee Wui 

who put a lot of effort into supervising me during these several months. Ms. Lim 

always generous to share with me her thoughts and her knowledge. Without her 

supervision, I cannot complete my report confidently  

 

 Apart from that, I am grateful that the coordinators of the FYP provided the 

guideline and the workshop to us. The workshop was helpful when came to the 

writing of the report.  

 

 I would like to thank the course mates that provided information and shared 

their knowledge with me regarding the research project. The encouragement from 

them helped to release my stress.  

 

 Lastly, appreciate those friends who supported me during the period of data 

collection. The assistances from them were essential to being able to complete the 

process. 

 

 



v 

 

Dedication 

 

 This research is dedicated to my supervisor, Ms. Lim Yee Wui. Thanks to 

her support, motivation and supervision, this report was able to be done on time and 

completed nicely.  

 

 Moreover, the outcome of this study will be dedicated to my university, 

UTAR that educated me over the past 3 years.  

 

 Lastly, this study is also dedicated to the respondents who took part in my 

survey and be a part of the research outcome. 

 

 



vi 

 

 

 

 

 

Table of Contents 

Page 

Copyright ................................................................................................................. ii 

Declaration ..............................................................................................................iii 

Acknowledgement .................................................................................................. iv 

Dedication ................................................................................................................ v 

Table of contents ..................................................................................................... vi 

List of Tables ........................................................................................................... x 

List of Figures ......................................................................................................... xi 

List of Abbreviations ............................................................................................. xii 

List of Appendices ................................................................................................xiii 

Preface................................................................................................................... xiv 

Abstract .................................................................................................................. xv 

Chapter 1: RESEARCH OVERVIEW..................................................................... 1 

1.0 Introduction ............................................................................................... 1 

1.1 Research Background ................................................................................ 1 

1.2 Research Problem ...................................................................................... 3 

1.3 Research Objective .................................................................................... 7 

1.3.1 General Objective .............................................................................. 7 

1.3.2 Specific Objectives ............................................................................ 7 

1.3.3 Research Questions ............................................................................ 7 

1.4 Research Significance .................................................................................... 8 

1.5 Definition of Terms ........................................................................................ 9 

1.6 Chapter Layout ............................................................................................... 9 

1.7 Conclusion .................................................................................................... 10 

CHAPTER 2: LITERATURE REVIEW ............................................................... 11 



vii 

 

2.0 Introduction .................................................................................................. 11 

2.1 Literature Review ......................................................................................... 11 

2.1.1 Resource-based View ............................................................................ 11 

2.1.2 Sustainable Competitive Advantage ...................................................... 12 

2.1.3 Product Development Capability ........................................................... 13 

2.1.4 Absorptive Capacity .............................................................................. 14 

2.1.5 Pricing Capability .................................................................................. 15 

2.2 Hypothesis Development ............................................................................. 16 

2.2.1 Product Development Capability ........................................................... 16 

2.2.2 Absorptive Capacity .............................................................................. 16 

2.2.3 Pricing Capability .................................................................................. 17 

2.3 Research Framework .................................................................................... 18 

2.5 Conclusion .................................................................................................... 18 

CHAPTER 3: METHODOLOGY ......................................................................... 19 

3.0 Introduction .................................................................................................. 19 

3.1 Research Design ........................................................................................... 19 

3.1.1 Quantitative business research ............................................................... 19 

3.1.2 Survey .................................................................................................... 19 

3.1.3 Target Population .................................................................................. 20 

3.1.4 Sampling Technique .............................................................................. 20 

3.1.5 Sampling Size ........................................................................................ 21 

3.2. Data Collection Methods ............................................................................. 21 

3.2.1 Primary Data Collection ........................................................................ 21 

3.3 Scale Measurement ...................................................................................... 22 

3.3.1 Respondent Details ................................................................................ 22 

3.5.2 Dependent Variable and Independent Variables ................................... 23 

3.5.3 Origin of Construct ................................................................................ 23 



viii 

 

3.3 Pre-test & Pilot Test ..................................................................................... 25 

3.3.1 Pre-test ................................................................................................... 25 

3.3.2 Pilot Test ................................................................................................ 25 

3.4.4 Reliability Test ...................................................................................... 25 

3.5 Data Processing ............................................................................................ 26 

3.5.1 Data Checking ....................................................................................... 26 

3.5.2 Data Cleaning ........................................................................................ 26 

3.5.3 Data Coding ........................................................................................... 26 

3.6 Data Analysis ............................................................................................... 27 

3.6.1 Descriptive Analysis .............................................................................. 27 

3.6.2 Reliability Test ...................................................................................... 27 

3.6.3 Pearson Correlation Coefficient Analysis ............................................. 27 

3.6.4 Multiple Regression Analysis ................................................................ 28 

3.8 Conclusion .................................................................................................... 28 

CHAPTER 4: DATA ANALYSIS ........................................................................ 29 

4.0 Introduction .................................................................................................. 29 

4.1 Descriptive Analysis .................................................................................... 29 

4.1.1 Location of Firm .................................................................................... 29 

4.1.2 Business Owner and Job Position .......................................................... 31 

4.1.3 Information of the firms ........................................................................ 33 

4.1.4 Perception Towards SCA ...................................................................... 34 

4.3 Inferential Analysis ...................................................................................... 35 

4.3.1 Reliability Test ...................................................................................... 35 

4.3.2 Pearson Correlation Coefficient ............................................................ 36 

4.3.3 Multiple Linear Regression Analysis .................................................... 36 

4.4 Conclusion .................................................................................................... 37 

Chapter 5: DISCUSSION AND CONCLUSION .................................................. 39 



ix 

 

5.1 Introduction .................................................................................................. 39 

5.2 Summary ...................................................................................................... 39 

5.2.1 Descriptive Analysis .............................................................................. 39 

5.2.2 Inferential Analysis ................................................................................ 40 

5.3 Discussion .................................................................................................... 40 

5.3.1 Product Development Capability ........................................................... 40 

5.3.2 Absorptive Capacity .............................................................................. 40 

5.3.3 Pricing Capability .................................................................................. 41 

5.4 Implication ................................................................................................... 41 

5.4.1 Policy Maker.......................................................................................... 41 

5.4.1 Managerial Implication.......................................................................... 42 

5.5 Limitation & Recommendation .................................................................... 43 

5.5.1 Limitation .............................................................................................. 43 

5.5.2 Recommendation ................................................................................... 43 

5.6 Conclusion .................................................................................................... 44 

Reference ............................................................................................................... 45 

 



x 

 

 

 

 

LIST OF TABLES 

Page 

Table 1.1: Growth and Contribution of Service and Manufacturing Sectors to The 

State GDP of NS, 2020 ............................................................................................ 6 

Table 3.1: Origin of Measurement Construct of DV, Sustainable Competitive 

Advantage .............................................................................................................. 23 

Table 3.2: Origin of Measurement Construct of IV, Product Development 

Capability ............................................................................................................... 24 

Table 3.3: Origin of Measurement Construct of IV, Absorptive Capacity ............ 24 

Table 3.4: Origin of Measurement Construct of IV, Pricing Capability ............... 24 

Table 3.5: Rule of Thumb of Pearson Correlation Coefficient .............................. 28 

Table 4.1: Location of Firm ................................................................................... 30 

Table 4.2: Job Title of Respondents ...................................................................... 32 

Table 4.3: Information of The Firms ..................................................................... 33 

Table 4.4: Reliability Test...................................................................................... 35 

Table 4.5: Pearson Correlation Coefficient Analysis ............................................ 36 

Table 4.6: Model Summary ................................................................................... 37 

Table 4.7: Multiple Regression Result................................................................... 37 

 

 



xi 

 

 

 

 

 

LIST OF FIGURES 

Page 

Figure 1.1: Growth and Contribution of State to GDP in Malaysia, 2020 .............. 4 

Figure 2.1: Research Framework ........................................................................... 18 

Figure 3.1: District Government in NS .................................................................. 22 

Figure 4.1: Numbers of Respondent from Each Location ..................................... 30 

Figure 4.2: Term of Business ................................................................................. 31 

Figure 4.3: Non-business Owner Working Tenure ................................................ 32 

Figure 4.4: Sustainable Competitive Advantage Likert Scale ............................... 35 

 



xii 

 

 

 

 

 

LIST OF ABBREVIATIONS 

 

SCA Sustainable Competitive Advantage 

RBV Resource-based View 

PDC Product Development Capability 

AC Absorptive Capacity 

PC Pricing Capacity 

CA Competitive Advantage 

NS Negeri Sembilan 

DV Dependent Variable 

IV Independent Variable 

H1 Hypothesis 1 

H2 Hypothesis 2 

H3 Hypothesis 3 

 



xiii 

 

 

 

 

 

LIST OF APPENDICES 

Page 

Appendix 1.1: Survey Form ................................................................................... 58 

Appendix 2.1: Calculation of Minimum Sample Size Using G*power................. 88 

Appendix 3.1: Record of Data Collection Progress ............................................... 89 

Appendix 3.2: Picture with The Respondents Participated in Survey ................... 91 



xiv 

 

PREFACE 

 

Researcher will bring in the popular topic in the strategic management, the 

sustainable competitive advantage of a firm. The study focused on the issue in the 

Negeri Sembilan, one of the states in Malaysia. The relationship between the 

capabilities and the sustainable competitive advantage of a firm will be tested in 

this research. This research will contribute to the economic in Negeri Sembilan and 

assist the managers of the firms in Negeri Sembilan. 

  

 



xv 

 

Abstract 

 

The sustainable competitive advantage is the main driver to promise the firm 

performance. The economics of Negeri Sembilan showed its weakness especially 

the firms in the states unable to support the economic growth. It is important to 

determine the factors that influencing the sustainable competitive advantage of a 

firm to ensure the continuous good performance of the firms. Resource-based View 

is the theory that supporting the framework in this study. Researcher approached to 

the respondents and collected 206 data for the analysis through survey. Findings 

showed the product development capability and the pricing capability have 

relationship with the sustainable competitive advantage. This study suggested the 

policy maker and the managers to pay more attention to develop the 2 capabilities 

among the firms to build their sustainable competitive advantage. The future study 

should have a wider range of background and longitudinal research design.  
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Chapter 1: RESEARCH OVERVIEW 
 

 

1.0 Introduction 
 

This research will start with this chapter to describe the background of this 

study and discuss the sustainable competitive advantage from different aspects. 

While in the research problem, researcher evaluated the importance of carrying out 

this study. This is continued by the research objectives, research objectives, 

research questions, and significance of this research. 

 

 

1.1 Research Background 
 

Competitive Advantage (CA) is always a popular topic to be discussed 

among the scholars and business sector. Some intellectual focus on the study of the 

sustainable competitive advantage (SCA) which is a derivative of the competitive 

advantage. The gap in the capabilities to differentiate its product/service from others 

is the key to the firms ensuring the durability of their competitive advantage (Coyne, 

1986).  

Countless researchers had linked the sustainable competitive advantage to 

firm performance. Either as a direct driver or as a mediating factor, the sustainable 

competitive advantage always plays an important role, in influencing the firm 

performance (Khan et al., 2019; Kong et al., 2001; López-Gamero et al., 2009; Ma, 

2000; O’Shannassy, 2008; Saeidi et al., 2015). A framework to study the 

relationship between competitive advantage and firm performance was created in 

the early years. The success and the survival of the firms will be affected by the 

competitive advantage for those corporates focused on the exporting business. 

Factors such as environmental uncertainty of the finance and customer result from 

the unsustainable competitive advantage and direct the firms to perform badly. The 

different competitive advantages of the firm such as cost advantage and 

differentiation advantage of the firm will influence the financial performance of the 

firm. Yet, launching lower price products and differentiating products with other 

brands had become popular strategy references and study topics by those firm 
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strategy planners. There was evidence showing that sustainable competitive 

advantage will mediate the intangible resources towards the firm performance of 

SMEs.  

In the past 20 years, there are much research discussing the competitive 

advantage and sustainable competitive advantage topics within Malaysia. 

According to Agus and Sagir in 2001, there is a strong linkage between the total 

quality management, competitive advantage and financial performance of the 

Malaysia manufacturing firms. From the aspect of macroeconomics to discuss the 

competitiveness of Malaysian industries, the government did put effort to create 

policy to assist the local firms and boost their capabilities, but it seems like never 

sufficient to increase the competitiveness, especially the lack of R&D activities 

(Ariff, 2005). Researchers also found that the age of the firms will become the 

moderator as the competitive advantage is affecting the firm performance in the 

study of the Malaysian firms (Alimin et al., 2010). Some scholars constructed some 

methods to help the Malaysian manufacturing companies to examine their 

sustainable competitive advantage by using measure variables of Effective Supply 

Chain Management, Organizational Responsiveness, Product Differentiation and 

Innovation and Cost Leadership (Vinayan et al., 2012). Apart from that, the strategy 

alignment can mediate the social and technological factors to a sustainable 

competitive advantage which will influence the sustainable business performance 

(Haseeb et al., 2019).  

We can find out the performance of the firm always has a relationship with 

the sustainable competitive advantage. Constructing a strategy to build up own 

sustainable competitive advantage for the firms is an important pathway to lead the 

corporate to succeed. On the other hand, some other scholars put their attention on 

the determinants of sustainable competitive advantage, trying to look for the factors 

which are going to influence the sustainable competitive advantage in the firms.  

Researchers discussed the importance of intangible assets toward the 

sustainable competitive advantage of a firm. As the resources of the firm, the 

scholars found out the firm which owns its unique intangible assets will gain a 

competitive advantage (Barney, 2012; Chaharbaghi & Lynch, 1999; Fahy, 2002; 

Mata, 1995; Krishnan et al., 2020; Oliver, 1997). From the model developed from 

past studies, a valuable resource or capability which is heterogeneous and 

imperfectly mobile brings a sustainable competitive advantage to the firm. Besides, 
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sustainable competitive advantage highly depends on the level of the strategy 

resources development of the firm. Respecting the challenging global environment, 

Fahy suggested that managers should be able to identify, protect and deployed the 

resources which are creating value for the firm. Nevertheless, scholars pointed out 

that the issue of management of the resource is the starting key for the company to 

achieve the final goal. 

Among those resources, the organizational capability is the one that is often 

emphasized by the researchers. According to the literature, researchers unearthed 

many of them discussed the organizational capability of a firm can impact the 

sustainable competitive advantage and even the performance of the firm (Çağlıyan 

et al., 2021; Chmielewski & Paladino, 2007; Cui & Jiao, 2011; Foss, 1999; Kamboj 

& Rahman, 2017; Hall, 1993; Ulrich, 1991; Vanpoucke et al., 2014; Yang et al., 

2021). Starting a decade ago, scholars created varieties of models to study the 

relationship between the capability and the competitive advantage and sustainable 

competitive advantage. However, some researchers excluded the affection for 

sustainable competitive advantage and found out capability can directly impact the 

performance of the firm. Moreover, in the sub-criteria of capability, few kinds of 

dynamic capabilities were influencing the sustainable competitive advantage, 

mediated by the firm strategy alliances.   

 

 

1.2 Research Problem 
 

Referring to Figure 1.1, we can see the distribution of the GDP of Malaysia 

from each state. Obviously, the developed states and those states which have more 

rural areas did well in 2020 compared to others. It is understandable for every state 

with a different status to have different performances in the economy. It really 

depends on the aggressiveness of the state and the ability of them whether they can 

keep improving its economy. However, there was a problem if the performance of 

the state is not tally with the expectation and the aggressiveness of the policy maker. 
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Figure 1.1: Growth and Contribution of State to GDP in Malaysia, 

2020 

  

Adapted from: Department of Statistics Malaysia Official Portal, (2020). 

Laporan Sosiaekonomi Negeri Sembilan 2020. 

 

Negeri Sembilan (NS) as the state very near the largest GDP contributor, 

Selangor, it was always a question why the performance is not remarkable among 

all states. With the linkage of a few highways along Klang Valley and Negeri 

Sembilan, there is potential growth in the Negeri Sembilan in the future (Butcher, 

2021). Whereas the state government of Negeri Sembilan put much expectation on 

the future performance of NS. The Menteri Besar foresee there will be more 

contribution from the private sector of NS to the state economy (Bernama, 2021). 

According to MIDA, Negeri Sembilan will develop to be a high-income state which 

attracts investment. The direction of NS moving toward is being a high-tech 

industrial hub and halal-friendly industry area. Yet, the Federation of Malaysian 

Manufacturers (FMM) believed Negeri Sembilan will be the next area attracting 

investment (MIDA, 2021).  

From the statistic showing every GDP of the state (Figure 1.1), Negeri 

Sembilan was ranked number 10 among the states. Meanwhile, the states 
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surrounding NS are all at greater GDP than NS except Melaka which is only 0.2 

lower than NS. Obviously, the situation of NS did not like what the policy makers 

told the public. Malaysia economy needs the supporting from the private sector (The 

Star, 2021). According to the research from the Department of Statistics Malaysia, 

the key engine contributing to the NS GDP is mainly the manufacturing and service 

sector in the state (Lim & Kon, 2020). 

Combining the service and manufacturing sector contribution to NS, they 

occupied the 88% of the total state GDP (Department of Statistics Malaysia Official 

Portal, 2020). According to Table 1.1, the statistic has shown the Annual growth of 

the two main sectors in NS. There was an unstable growth trend in the service sector 

in NS. The growth rate can suddenly soar to a significantly high value, but it also 

can drop sharply to a negative value. Nevertheless, the manufacturing sector 

showed weak growth in year 2016 to 2019 compared to the overall performance of 

Malaysia which fell to about 3.8% to 10.1% (Department of Statistics Malaysia 

Official Portal, 2020). Yet, it performed even worse in 2020, having an almost 5% 

of the negative growth rate. To conclude the issue happening in NS, the two main 

sectors which the state relied on had undesirable performance and showed an 

unstable growth rate in the past. 
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Table 1.1: Growth and Contribution of Service and Manufacturing 

Sectors to The State GDP of NS, 2020 

Year Service Sector 

Contribution to 

NS GDP 

Annual Growth of 

the Service Sector 

Production 

Manufacturing 

Sector Contribution 

to NS GDP 

Annual Growth of 

the Manufacturing 

Sector Production 

2015 18,951 - 15,678 - 

2016 19,976 5.40% 16,133 2.90% 

2017 20,916 4.70% 16,654 3.20% 

2018 22,126 5.80% 17,208 3.30% 

2019 24,035 8.60% 17,630 2.50% 

2020 23,780 -1.10% 16,761 -4.90% 

Source: Department of Statistics Malaysia Official Portal, (2020). Laporan 

Sosiaekonomi Negeri Sembilan 2020. 

 

The performance of the service and manufacturing firms will be the 

successful key to boost the growth of the state GDP. To assist the firms in NS to 

improve their performance, the firms must build up their own sustainable 

competitive advantage. sustainable competitive advantage is the core determinant 

that affects the firm performance and the key for the firm to survive and succeed.  

We cannot deny that the policy maker was releasing varieties of policies and 

programs to assist the firm. To encourage the firms to develop their products, MIDA 

approved over RM90 million for the investment of R&D. 6 universities were 

supporting the companies for the knowledge. Those who carry out R&D also can 

enjoy the double deduction on tax payments (MIDA, 2021). Apart from that, several 

government institutions provided a lot of programs for entrepreneurs to gain more 

knowledge for their businesses. Examples, the Entrepreneur Guidance Programme 

by FAMA, the Entrepreneur Training and Development Program by PUNB, 

Professional Training and Education for Growing Entrepreneurs by PROTÉGÉ 

(MyGOV, 2021). On the other hand, policy maker ensures the local companies gain 

the cost advantage by giving tax allowance for those companies providing technical 
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and vocational training, firm which manufacture specialized machinery and 

equipment and small-scale companies (PWC, 2021). 

 Concerning whether those efforts from the policy maker is effective to bring 

sustainable competitive advantage to the firms, the researcher included those related 

organizational capabilities as the independent variables in this study. Those 

capabilities are product development capability, absorptive capacity and pricing 

capability.   

 

 

1.3 Research Objective 
 

1.3.1 General Objective 
 

To investigate the factors influencing the sustainable competitive advantage 

of business entities. 

 

 

1.3.2 Specific Objectives 
 

1. To investigate the relationship between the product development 

capability (PDC) towards Sustainable Competitive Advantage (SCA).   

 

2. To investigate the relationship between the absorptive capacity (AC) 

towards sustainable competitive advantage (SCA).   

 

3. To investigate the relationship between the pricing capability (PC) 

towards sustainable competitive advantage (SCA). 

 

 

1.3.3 Research Questions 
 

1. Is there any relationship between the product development capability 

(PDC) towards Sustainable Competitive Advantage (SCA)?   
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2. Is there any relationship between the absorptive capacity (AC) towards 

sustainable competitive advantage (SCA)?    

 

3. Is there any relationship between the pricing capability (PC) towards 

sustainable competitive advantage (SCA)?   

 

 

1.4 Research Significance 
 

 In this research, the researcher is looking for a pathway to let the private 

sector to give a contribution on the growth of the state economy. In term of 

microeconomic, the firms would like to perform well through strategic management, 

positioning the firm itself as the best choice for the customer. Researcher would like 

to emphasize the importance of the sustainable competitive advantage of a firm. 

There are three capabilities that were pointed out and test the relationship with a 

sustainable competitive advantage. Understanding the relationship between those 

variables will ease the managers to understand the determinants of sustainable 

competitive advantage. Yet, implicating the result of this research and focus on 

developing the essential capability to boost the sustainable competitive advantage.  

 Apart from that, the policy maker can bring up some policies or subsidies 

which will really assist those firms effectively. Helping the firm to grow lead to the 

state GDP to grow. As the less developed states will take a longer time to converge 

to the more developed state in terms of GDP, enhancing the growth of the poor state 

can contribute a lot to the overall Malaysia economic growth (Azura Sanusi et al., 

2018). Moreover, among the 17 goals set by the United Nation, this research will 

contribute to the goal of “decent work and economic growth” (United Nation, 2021). 

The research problem pointed out the unsustainable growth of the economy of 

Negeri Sembilan. By evaluating the determinants of sustainable competitive 

advantage, this research will assist those firms to perform well in the future. 
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1.5 Definition of Terms 
 

Sustainable competitive advantage (SCA): Competitive advantage to be able to 

sustain if the competitors are not able to duplicate the competitiveness (Jacobsen, 

1988). 

 

Competitive Advantage (CA): Competitive advantage means the superior value for 

customers, yet not easy for other competitors to duplicate it (Hitt, 2016). 

 

Organizational Capability: The firm's ability to manage people to gain competitive 

advantage (Ulrich, 1991). 

 

Product Development Capability (PDC):  The capabilities of firm to develop new 

products continuously and successfully in the international market (Subramaniam 

& Venkatraman, 2001). 

 

Absorptive Capacity (AC): The ability to recognize the value in that new info and 

able to apply and assimilate it (Cohen & Levinthal, 1990). 

 

Pricing Capability (PC): The ability of the company to set product/service prices 

considering the costs, competition and customer expectations (Dutta et al., 2002). 

 

Resource-based View (RBV): Sustainable competitive advantage will be driven by 

the resources which are valuable, rare, imperfectly imitable and unable to be 

substituted by competitors (J. Barney, 1991). 

 

 

1.6 Chapter Layout 
 

 Chapter 1 contains the research background, research problem and a list of 

objectives. Research significance will be included as well. Besides, Chapter 2 

explains each variable and many points of view from many academicians and 

provides a review of the previous studies which has similarities with this research. 

Chapter 3 is illustrating the research design, method of data collection and the 
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procedure of analyzing data. Apart from that, Chapter 4 will show all the results 

after data analysis. Lastly, Chapter 5 is concluding the research overall.  

 

 

1.7 Conclusion 
 

 In nutshell, this chapter discussed the research background of the 

competitive advantage. Given facts and past studies, researcher emphasized the 

importance of CA and sustainable competitive advantage. Researcher also pointed 

out the problem in NS. It is necessary to strengthen the firms in NS. The objective 

of this research is to look for the existence of the relationship between the 

independent variables and sustainable competitive advantage. Followed by the 

research significance to enforce the essential of this research. The reader can find 

the definition of some specific terms in this chapter to prevent misunderstanding in 

the following report. 
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CHAPTER 2: LITERATURE REVIEW 
 

 

2.0 Introduction 
 

 This chapter listed down the past studies by the scholars reviewed by the 

researcher during the research process. The researcher will explain the theory 

involved in the research, followed by the past research relating to the dependent 

variable and independent variables. Besides, this part consists of the hypothesis 

constructed after studying all the results from the scholars. The research framework 

of this research will be shown in the last part of Chapter 2. 

 

 

2.1 Literature Review 
 

2.1.1 Resource-based View  
 

Sustainable competitive advantage will be driven by the resources 

which are valuable, rare, imperfectly imitable and unable to be substituted 

by competitors (Barney, 1991). According to the theory of resource-based 

view (RBV) which will be focused on in this research, scholars found that 

the sustainable competitive advantage is led by the intangible assets of the 

firm then bring better performance to the firm (Rajendra K. Srivastavaa et 

al., 2001). In the aspect of the resource-based view, the accumulation of the 

firm resources will lead to a sustainable competitive advantage (Grant, 

1991). By implicating the resource-based view, the researcher suggested 

identifying the firm’s resources and capabilities that influence the 

sustainable competitive advantage. Thus, the firm can construct its strategy 

by referring its sustainable competitive advantage. However, the 

improvement of the resources and capabilities is important to maintain the 

strategy and upgrading.  

In the early stage of studying the resource-based view, researchers 

developed some tools to assist the firm to develop instead of acquiring to 

gain resources instead of just focusing on products (Wernerfelt, 1984). After 
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a decade, Wernerfelt support his point of view on the importance of 

resource-based view in the strategic management of a firm, but more studies 

should be carried out to have a more specific understanding of the term 

“resource” (Wernerfelt, 1995). 

Resource-based view theory help to build the model of the 

competitive advantage. Scholars suggested that heterogeneity, ex-post 

limits, imperfect mobility and ex-ante limits are the 4 main factors to support 

the competitive advantage of the firm (Peteraf, 1993). However, there was 

scholars found that resource-based view might be a good tool for studying 

the competitive advantage, it is not a good theory while researching the firm 

performance (Ray et al., 2004). From the perception of customers, they 

placed the capabilities as the most valuable resources, but not all kinds of 

value provided by the firms will suit the customer needs (Clulow et al., 

2007). 

Although the resource-based view has broadly been used in many 

textbooks of Strategic Management nowadays, the business world must 

aware not every kind of resource brings advantage to the firms. The scholar 

proposed that the organization should put more attention on its valuable, 

rare, inimitable, and dynamic capabilities (Newbert, 2007). Besides, 

managers play an important role to make the strategic choices on which key 

resources will bring value to the customers, in another word, bring 

sustainable competitive advantage to the firm (Fahy, 2000). Some 

researchers suggested the firm integrate the resources-based strategy and the 

market-based strategy during the strategy process by applying the business 

process-based approach (Acur & Bititci, 2004). 

 

 

2.1.2 Sustainable Competitive Advantage  
 

Competitive Advantage (CA) is a common term for scholars or 

businessmen discussing strategic management. One of the scholars who 

study about the competitive advantage early, Porter pointed out that 

competitive advantage is all about what value is created by the company, 

making the customer willing to buy its product (Morgan & Vorhies, 2009). 
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Competitive advantage means superior value for customers, yet not easy for 

other competitors to duplicate it (Hitt, 2016). Value is the key where we 

identify the existence of the competitive advantage in a firm. To define the 

Sustainable Competitive Advantage (SCA), some researchers said a 

competitive advantage that can be sustained is one that can last a long period 

(Jacobsen, 1988). However, Barney (1991) who explained the relationship 

between firm resources and the sustainable competitive advantage explained 

the key to competitive advantage is to be able to sustain if the competitors 

are not able to duplicate the competitiveness.  

 According to the resource-based view, sustainable competitive 

advantage is driven by the resource of the firm. resource-based view is the 

good fundamental for the researcher to study what influences the sustainable 

competitive advantage in the firm, the direction of the independent variable 

should be in the form of intangible resources (Rouse & Daellenbach, 1999). 

Based on the resource-based view, organizational learning and strategic 

human resource management can direct the sustainable competitive 

advantage (Khandekar & Sharma, 2005). There were scholars who argued 

that employees and managers who are capable were considered as the 

resource of the firm which is going to influence sustainable competitive 

advantage to the firm (McWilliams & Siegel, 2011).  There is a strong 

tendency that inter-organizational learning has a significant relationship 

with the sustainable competitive advantage.  Meanwhile, market orientation 

plays an important role in influencing both variables (Pratono, 2021). 

 

 

2.1.3 Product Development Capability 
 

 Product development capability (PDC) is the capability of the firm 

to develop new products continuously and successfully in the market 

(Subramaniam & Venkatraman, 2001). One of the ways to boost the product 

development of the firm is the strategic alliances, while the mediators are 

the exploration and exploitation by the moderating role of knowledge 

sharing (Ferreira et al., 2020). Scholars emphasized the importance of 

knowledge sharing to enhance the product development capability, shared 
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knowledge from internal or external the firms will direct the performance of 

the product development (Hong et al., 2004). From the aspect of the SMEs, 

the researcher suggested the firm implement the systematic learning and 

always amend the characteristic of the product referring to the needs of the 

market (Mosey, 2005). The researcher also found out that in real cases, the 

external sourcing for product development will lead to low competitive 

success and slow innovation speed (Kessler et al., 2000). 

Some scholars will include product development capability as the 

component of marketing capability while investigating the causal 

relationship between capability and firm performance (Morgan & Vorhies, 

2009). Besides, service development, one of the components of the service 

innovation will drive the sustained competitive advantage (Salunke et al., 

2011). Apart from that, product development management would become 

the mediator of the marketing decision-making influencing the sustained 

competitive advantage in the study in the dynamic capability view (Cao et 

al., 2019).  

 

 

2.1.4 Absorptive Capacity 
 

 The previous study regarding absorptive capacity (AC) defined the 

term as the ability to recognize the value in that new info and able to apply 

and assimilate it (Cohen & Levinthal, 1990). In the research of Zahra and 

George (2002), the scholar had created a model for investigating the 

relationship between absorptive capacity towards competitive advantage. 

As a dynamic capability of the firm, the components included in AC are 

assimilation and acquisition of the experience and knowledge, also with the 

transformation and realizing the experiences and knowledge. Apart from 

that, the researcher assessed the absorptive capacity by using the knowledge 

management capacity framework and pointed out the implication for the 

knowledge management for the firm (Lichtenthaler & Lichtenthaler, 2009). 

There was a suggestion about absorptive capacity can be one of the 

intangible assets of the firm, to fit into the resource-based view to study the 

sustainable competitive advantage (Jiménez-Barrionuevo et al., 2011). 
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Absorptive capacity is a factor affecting the innovation of the firm which 

will influence the competitive advantage (Chen et al., 2009). 

By changing the ability of management and information quality, 

absorptive capacity in the firm can have a positive effect on disaster 

immunity in the firm (Sadeghi et al., 2020). In a highly dynamic market, 

absorptive capacity plays an important role, in affecting the financial 

performance of the company (Senivongse et al., 2019). To improve the 

absorptive capacity in the company, the managers should put effort into 

updating their IT capability, while absorptive capacity also is the mediator 

influencing the relationship between IT capability and open innovation 

performance (Wu et al., 2021). The importance of absorptive capacity is 

undoubtful, especially in those technology-based companies, scholars found 

out that greater absorptive capacity brings greater technological 

entrepreneurship (Petti & Zhang, 2013). The improvement of the absorptive 

capacity in cloud computing will lead to a firm knowledge accumulation 

and performance (Chang et al., 2019).  

 

 

2.1.5 Pricing Capability 
 

 Dutta (2003) defined the pricing capability (PC) as the ability of the 

company to set product/service prices considering the costs, competition 

and customer expectations. Besides, the center-led pricing management, 

organizational change capacity and championing behaviours of the 

corporate are those determinants of pricing capability (Liozu et al., 2014). 

In the study focused on the SME, pricing information acquisition practices 

can influence the pricing performance which is related to the firm 

performance (Achterberg et al., 2018). The market-focused learning and 

firm innovativeness will influence the pricing capability which is a driver of 

the business performance (Ranjan & Nayak, 2022). 

 Pricing capability as one of the components of the marketing 

capabilities is an important resource for a company to perform well. 

Nevertheless, it may bring varieties of the competitive advantage to the firm, 

which are cost advantage, product advantage and service advantage (Keskin 
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et al., 2021; Murray et al., 2011). The pricing capability of the company will 

positively impact the firm performance while influencing the trust-building 

of those companies utilizing social media (Pratono, 2018). From the aspect 

of the exporting firm, the pricing capability will direct the good performance 

of the company (Pham, et al., 2017). The company should respond to the 

market by using pricing capability to achieve the lost-cost advantage over 

all the competitors.  

 

 

2.2 Hypothesis Development  
 

2.2.1 Product Development Capability 
 

In the research studying the financial performance of the China 

exporting companies, it was found product development capability will 

influence the branding advantage of the firm (Zou et al., 2003). The 

experience of product development of the firm will lead to better product 

development capability which brings sustainable competitive advantage to 

the company (Saranga et al., 2018). Besides, product development 

capability showed a positive relationship with the sustainable competitive 

advantage in the study carried out in Indonesia (Pratono, 2021).  Hence, the 

researcher would like to make a hypothesis to investigate whether is there a 

relationship between product development capability and sustainable 

competitive advantage. 

 

H1: There is a positive relationship between product development capability 

and sustainable competitive advantage. 

 

 

2.2.2 Absorptive Capacity 
 

There is evidence showing the existence of a linkage between 

absorptive capacity and competitive advantage with the involvement of 

social capital (Chuang et al., 2016). Besides, a study has shown that there is 
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a positive effect from absorptive capacity to competitive advantage in those 

corporates which run the environment proactive strategy (Delmas et al., 

2011). absorptive capacity has a relationship with a sustainable competitive 

advantage with the mediating of the learning capability. Therefore, this 

research would like to study whether there is a relationship between 

absorptive capacity and sustainable competitive advantage. 

 

H2: There is a positive relationship between absorptive capacity and 

sustainable competitive advantage. 

 

 

2.2.3 Pricing Capability 
 

Pricing capability was included in the framework which studied 

what capabilities provide the sustainable competitive advantage for the firm 

to perform well overall (Morgan & Vorhies, 2009). Pricing capability act as 

one of the components of the environmental marketing strategy that will 

affect the competitive advantage of the firm (Leonidou et al., 2013). The 

study also pointed out the pricing capability will lead to two different kinds 

of competitive advantage which are low-cost advantage and differentiation 

advantage (Tan & Sousa, 2015). 

 

H3: There is a positive relationship between pricing capability and 

sustainable competitive advantage. 
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2.3 Research Framework 
 

 Figure 2.1 shows the research framework developed for this research.  

 

Figure 2.1: Research Framework 

 

Adapted from: Developed for the research. 

 

 

2.5 Conclusion 
 

 The literature review inserted the past studies and articles which studies by 

the researcher. The background of the theory, resource-based view and the four 

variables was explained in this part. By evaluating the studies done by the scholars 

in the past, researcher also provided the linkage between the dependent variable and 

the independent variables as well as the implementation of the resource-based view 

in this study. From the evidence shown in the articles, researcher is able to construct 

a research model and develop the hypothesis.  
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CHAPTER 3: METHODOLOGY 
 

 

3.0 Introduction 
 

 The methodology of this research will be discussed in detail in this chapter. 

The research design will be reported in this chapter. The sampling method is 

describing the target population, sampling frame, sampling technique and sampling 

size. Then, the researcher will explain how the researcher collected the data for this 

project. The research instrument involved in this research is an online survey, pre-

test, pilot test and reliability test. Besides, the content in the measurement will be 

listed. The following part is the ways of data processing and data analysis. 

 

 

3.1 Research Design  
 

3.1.1 Quantitative business research 
 

 Quantitative research will be adopted in this research. Quantitative 

research will quantify the collection and analysis of data (Bryman, 2012). 

Quantitative data is good to be used to measure the characteristics of 

something represented by numbers (Hair et al, 2007). This research is 

descriptive research. The data collected in this research will be tested 

whether the hypothesis developed are supported. As mentioned in Chapter 

1, the researcher would like to figure out is there any relationship between 

the dependent variable sustainable competitive advantage and the 3 

independent variables, product development capability, absorptive capacity 

and pricing capability respectively.  

 

 

3.1.2 Survey 
 

A survey form was used to collect the data for this research. The 

survey is a common way to associate quantitative research with its findings. 
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The advantage of using a survey is assessing the information of a population 

rapidly, effectively, accurately and in a low-cost method (Zikmund et al, 

2012). The researcher constructed the questionnaire in the form of an online 

survey form by using the website of Microsoft Form. Instead of using the 

survey in a paper form, using the online survey form can save time and avoid 

close contact during the pandemic period. The survey consists of Sections 

A, B and C. The branching in the online survey is essential to differentiate 

the qualification of the respondents and types of respondents for further 

analysis. 

 

 

3.1.3 Target Population 
 

  This research is studying the firm sustainable competitive advantage 

in the Malaysia state, Negeri Sembilan. In the past study, to understand the 

driver of the competitive advantage, the scholars set the target population of 

the research as the management level in hundreds of enterprises (Li & Liu, 

2014). Therefore, the unit of analysis of this research is the management 

level of the service and manufacturing firms in NS. However, to avoid the 

situation of the managers, who have limited understanding of the firm, 

researchers except for the managers who worked in the firm lesser than 1 

year. 

 

 

3.1.4 Sampling Technique 
 

 An accurate statistic of the number of service and manufacturing 

firms in Negeri Sembilan is unavailable. Therefore, the sampling frame of 

this research is negation. This research is under non-probability sampling. 

Researcher applied Convenience Sampling as the sampling technique. 

Convenience sampling is a non-probability sampling where the target 

population is easy to access, has geographical proximity, is available during 

the data collection period, willing to take part in the survey (Etikan, 2016). 

Researcher will visit the firms in Negeri Sembilan that the researcher can 
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reach. No previous confirmation of which firm the researcher is going to 

visit. 

 

 

3.1.5 Sampling Size 
 

 The method used by researcher to calculate the minimum sample 

size of this study is the G-power. The estimated sample size can be 

calculated using G power, especially the business and social science 

research (Memon et al., 2020).  The minimum sample size for this study is 

77 after calculation of the G power. 

 

 

3.2. Data Collection Methods 
 

3.2.1 Primary Data Collection 
 

Only primary data is included in this quantitative research. 

Researcher visited the 7 districts in Negeri Sembilan, visiting the service 

and manufacturing firms to approach the management level of each firm.  

According to the official website of the NS government (Figure 3.1), there 

are a total of 7 districts in NS. The districts in NS are Seremban, Port 

Dickson, Jempol, Tampin, Rembau, Jelebu, Kuala Pilah. However, the Nilai 

area has its own government office similar to other districts, named Majlis 

Bandaraya Seremban (Nilai) due to its rapid development (Jalil, 2021). 

Although it is an area under Seremban, researcher will separate the 

respondent group from Seremban.  

The researcher wore the UTAR t-shirt and the UTAR student id, 

representing the university student of UTAR when talking to the 

respondents. To ease the survey data collection, researcher printed out the 

QR code for the e-survey form. Those who agreed to participate in the 

survey just had to scan the QR code to fill in using their smartphone.  

 Researcher had planned the travel pathway and the schedule of the 

data collection. Researcher visited the firms in the area accordingly.  
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Researcher would record the data collection process by taking photos with 

the respondents and the location researcher had been. Besides, the location 

and timing also would be recorded and saved.  

 

Figure 3.1: District Government in NS 

 

Adapted from: Pihak Berkuasa Tempatan. Portal Rasmi Kerajaan Negeri 

Sembilan - Utama. https://www.ns.gov.my/kerajaan/pihak. 

 

 

3.3 Scale Measurement 
 

3.3.1 Respondent Details 
 

Before asking the respondent their demographic and variable 

questions, researcher ensured the respondents understand what this survey 

was about, who was doing the research and why this research would be 

conducted. Besides, researcher had inserted a notification about the 

protection of the respondent's information. Researcher would get consent 

from the respondent before the questionnaire was started. 

 The first section of the questionnaire is about the respondent 

demographic. The questionnaire will ask for the information of the 

respondent regarding his or her position in the organization. If the 
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respondents are business owners, they would answer the info about the 

business. Apart from that, the industry and the location of the firm of the 

respondent will be recorded. If the respondents are not qualified as a 

respondent, he/she was not able to continue with section B & C which is the 

dependent variable and independent variable questions. 

 

 

3.5.2 Dependent Variable and Independent Variables 
 

  Section B is the independent variable items regarding the product 

development capability, absorptive capacity and pricing capability, 

consisting of 5 questions for each IV. Section C is the Dependent variable 

item about sustainable competitive advantage consisting of 6 questions. The 

questions of the variables were adopted from past research and studies. 

Researcher reviewed all the related articles and adopted the items which 

were suitable for this study. The questions were set on the 5 Likert scales. 

The respondents were able to pick one of the answers from “Strongly Agree”, 

“Agree”, “Neutral”, “Disagree”, and “Strongly Disagree”. 

 

 

3.5.3 Origin of Construct  
 

Table 3.1: Origin of Measurement Construct of DV, Sustainable 

Competitive Advantage 

Number of items Adopted from 

6 (Li et al., 2006) 

Source: Developed for the research. 
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Table 3.2: Origin of Measurement Construct of IV, Product 

Development Capability 

Number of items Adopted from 

3 (Zou et al., 2003) 

2 (Tan & Sousa, 2015b) 

Source: Developed for the research. 

 

Table 3.3: Origin of Measurement Construct of IV, Absorptive 

Capacity 

Number of items Adopted from 

2 (Delmas et al., 2011b) 

1 (Delmas et al., 2011) 

1 (Chen et al., 2009b) 

1 (Xie et al., 2018) 

Source: Developed for the research. 

 

Table 3.4: Origin of Measurement Construct of IV, Pricing Capability  

Number of items Adopted from 

1 (Tan & Sousa, 2015)  

3 (Pham, et al., 2017) 

1 (Leonidou et al., 2013b) 

Source: Developed for the research. 
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3.3 Pre-test & Pilot Test 
 

3.3.1 Pre-test 
 

Before researcher went for the data collection, researcher did a pre-

test. Researcher invited 1 academian who expert in the field of Strategy 

Management to screen through the questionnaire. Besides, 3 lecturers who 

were experts in the 3 different languages were asked to fill in the survey and 

checked the language used was appropriate and understandable.  Apart from 

that, the e-survey form was sent to 2 management levels to examine whether 

they were able to answer it and understand all questions. Those who took 

part in this Pre-test had given their opinion on this Questionnaire. 

Researcher edited the questionnaire after the pre-test to improve the survey. 

 

 

3.3.2 Pilot Test 
 

 After the survey form is finalized, researcher had run a pilot test. 

Pilot test is small-scale preliminary research carried out before the proper 

data collection. Researchers run the data collection in Seremban, one of the 

districts of NS, collected 32 respondent data containing 30 qualified data. 

The analysis of the pilot test will determine the reliability of the 

questionnaire. 

 

 

3.4.4 Reliability Test 
 

 To ensure the reliability of the questionnaire designed in the research, 

researcher determine the Cronbach's Alpha of those variables. Cronbach's 

Alpha is used to measure the consistency of the item, telling the researcher 

how the items closely relate to each other as a group. Measurement of 

Cronbach's alpha will be carried out for the pilot test and the exact data 

analysis. Variable items are reliable if Cronbach's Alpha is more than 0.7 



26 

 

(Nunnally, 1978). Hence the ideal values of the Cronbach's Alpha for the 

variables are more than 0.7.  

 

 

3.5 Data Processing 
 

3.5.1 Data Checking 
 

 Since researcher is using the Microsoft Form as a survey tool, it is 

easy to check whether the questionnaire is completed by every respondent. 

The respondent was unable to submit the form if there is the uncompleted 

question. While the data collection was done, the data was transformed into 

an excel file.  

 

 

3.5.2 Data Cleaning  
 

 Within the excel document, researcher examined the data carefully 

to determine the qualification of each respondent. Those ambiguous data 

have also been checked and considered to be set as the qualified data. During 

data cleaning, the faulty data also can be filtered out. The outcome of this 

process was concluding there were 206 usable data within the 243 data. 

 

 

3.5.3 Data Coding 
 

The data was coded into a simplified form to ease the following 

analysis. For the respondent details, researcher coded those data into a single 

word. The IV and DV data were coded as numbers according to the 5 Likert 

scale.  
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3.6 Data Analysis  
 

3.6.1 Descriptive Analysis 
 

 The descriptive data will be separated into a single sheet to show the 

value, frequency distribution, and percentage from the information given by 

the respondents. The researcher would further evaluate the data into a 

clearer picture such as a table and chart. The descriptive data also can be 

summarized easily by showing the highest or the lowest frequency of each 

statistic. By blending those interrelated data, researcher was able to find out 

the interaction between each data. Moreover, the outcome of the 

demographic and the firm information can be used to test whether there was 

a linkage with the variable items. 

 

 

3.6.2 Reliability Test 
 

 The internal consistency reliability of the variable item would be 

tested again for the 206 total data collected. By using the same method 

during Pilot Test, Cronbach’s Alpha would be used. The ideal value for 

Cronbach’s Alpha should be over 0.7.  

 

 

3.6.3 Pearson Correlation Coefficient Analysis 
 

 Pearson Correlation Coefficient would be used to measure the linear 

correlation between the product development capability, absorptive capacity, 

pricing capability and the sustainable competitive advantage. Researcher 

will determine the correlation between the variables according to the rule of 

thumb set by the scholars. 
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Table 3.5: Rule of Thumb of Pearson Correlation Coefficient  

Correlation Coefficient Interpretation 

0.00–0.10 Negligible correlation 

0.10–0.39 Weak correlation 

0.40–0.69 Moderate correlation 

0.70–0.89 Strong correlation 

0.90–1.00 Very strong correlation 

Source: Schober, P., & Schwarte, L. A. (2018). Correlation coefficients: 

Appropriate use and interpretation. Anesthesia and Analgesia, 126(5), 

1763–1768. https://doi.org/10.1213/ANE.0000000000002864.  

 

 

3.6.4 Multiple Regression Analysis 
 

 Multiple Regression would be used to determine whether there is a 

positive relationship between the IVs and DV. The hypothesis would be 

tested in this part. Researcher would check the relationship of capabilities 

toward Sustainable Competitive Advantage. 

 

 

3.8 Conclusion 
 

 In nutshell, this business quantitative research involved the survey research 

and management level of Negeri Sembilan. Researcher designed the questionnaire 

in e-survey form to ease the data collection. Researcher went physically to collect 

the data with convenience sampling technique after the pre-test and pilot test. There 

data would be checked, cleaned and coded. This study would present the descriptive 

data, the reliability of the variable, correlation and the hypothesis testing through 

multiple regression.  
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CHAPTER 4: DATA ANALYSIS 
 

4.0 Introduction 
 

 In Chapter 4, researcher will analyze the data collected. The descriptive 

analysis is showing the demographic statistic for the respondent. Besides, 

researcher will analyze the information of the respondent firms. The inferential 

analysis included the reliability test, Pearson Correlation Coefficient and Multiple 

Linear Regression which is important for the overall outcome of the research. 

 

 

4.1 Descriptive Analysis 
 

4.1.1 Location of Firm 
 

 During data collection, researcher successfully collected 243 total 

data. There were only 206 qualified data that would be included in the 

following data analysis.  

From Table 4.1, the Seremban area consisted of most of the 

respondents compared to other areas, followed by Port Dickson and Jempol. 

Tampin consisted of only 9 respondents, less than 5% overall, which is the 

least amount respectively.  

 According to the Department of Statistics Malaysia in 2020, 

Seremban was the district that has the most residents in Negeri Sembilan. 

Followed by Jempol and Port Dickson which have about 130 thousand 

residents. The other 4 districts have fewer residents compared to the top 3 

districts.  
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Figure 4.1: Numbers of Respondent from Each Location 

 

Source: Developed from the research. 

 

Table 4.1: Location of Firm 

Location Number of 

respondents (Unit) 

Number of 

Respondent (%) 

Seremban 67 32.5% 

Port Dickson 31 15.0% 

Jempol 28 13.6% 

Jelebu 24 11.7% 

Kuala Pilah 17 8.3% 

Nilai 16 7.8% 

Rembau 14 6.8% 

Tampin 9 4.4% 

Total 206 100.0% 

Source: Developed from the research. 
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4.1.2 Business Owner and Job Position 
 

 Researcher was studying the relationship between DV and IVs 

through the perception of management level. Therefore, it was important for 

the researcher to know the job position of the respondents. 

 The majority of the respondents were not owning a business, the 

ratio of the business owners to non-business owners is about 4:6. As shown 

in Figure 4.2, most of the respondents started their business more than 7 

years. Yet, about one-third of them have a business over 10 years. On the 

other hand, the non-business owner respondents were mostly serviced in 

their firms for more than 4 years. No more than 20% of them are only in 

their company for 1 to 3 years. This statistic is shown in Figure 4.3 

 

Figure 4.2: Term of Business  

 

Source: Developed from the research. 
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Figure 4.3: Non-business Owner Working Tenure  

 

Source: Developed from the research. 

 

 According to Table 4.2, we can see the position of “Assistant 

Director” among the respondents was significantly less than others. 

“Manager” was the most position held by the respondents, it was more than 

one-quarter of them. 

 

Table 4.2: Job Title of Respondents  

Job Title Number of 

Respondent (Unit) 

Number of 

Respondent (%) 

Director 38 18.4% 

Assistant Director 4 1.9% 

Manager 59 28.6% 

Assistant Manager 33 16.0% 

Head of Department 43 20.9% 

Head of Division 29 14.1% 

Total 206 100.0% 

Source: Developed from the research 
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4.1.3 Information of the firms 
 

 Researchers had focused the study on the service and manufacturing 

firms in Negeri Sembilan. As shown in Table 4.3, the respondents from 

service companies occupied 59.2% of the overall, meanwhile, respondents 

from manufacturing companies were 40.8%. The ratio of service firms to 

manufacturing firms is roughly 7:10, which is RM16,761 million and 

RM23,780 million respectively in 2020 (Department of Statistics Malaysia, 

2020).  

 For the service sector, business is the main category of the 

respondent group, while 20.2% of the respondents in the food category were 

the largest group of the respondents in manufacturing firms. On the other 

hand, a major part of the firm size is SME. In more detail, micro SMEs and 

small SMEs were over 90% of the service sector firm. In the manufacturing 

sector, small SME is the majority, having 69% of them in total. 

 

Table 4.3: Information of The Firms 

Sector & Categories Number of 

Respondents 

(%) 

Firm Size Number of 

Respondents 

(%) 

Service (59.2%) 

Business 57.4% Micro SME 52.5% 

Health Related & Social Services 14.8% Small SME 40.2% 

Communication 7.4% Medium SME 4.9% 

Distribution 7.4% Non- SME 2.5% 

Construction & Related Engineering 6.6%   

Transport 3.3%   

Education 1.6%   

Tourism & Related Travel 1.6%   

Manufacturing (40.8%) 

Food 20.2% Micro SME 17.9% 

Textile Apparel & Footwear 15.5% Small SME 69.0% 
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Wood Based 10.7% Medium SME 8.3% 

Automotive 10.7% Non-SME 4.8% 

Electrical & Electronics 9.5%   

Rubber 9.5%   

Iron Steel 9.5%   

Machinery & Equipment 8.3%   

Chemical & Petrochemical 4.8%   

Building Materials 1.2%   

Source: Developed from the research. 

 

 

4.1.4 Perception Towards SCA  
 

 Researcher separated the perception between both sector 

respondents towards the sustainable competitive advantage items which are 

shown in Figure 4.4. Obviously, both of them mostly agree and strongly 

agree they have a sustainable competitive advantage in their firms. However, 

among those firms, manufacturing tended to have more confidence in their 

competitive advantage. Especially, above 85% of them agreed that they 

were able to compete based on quality, offered high-quality 

products/services to their customers and modified their product/service 

offerings to meet client needs. 
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Figure 4.4: Sustainable Competitive Advantage Likert Scale  

 

Source: Developed from this research. 

 

 

4.3 Inferential Analysis 
 

4.3.1 Reliability Test  
 

 Researcher used Cronbach Alpha to test the overall reliability of the 

variable items. The internal consistency reliability is higher, when the 

Cronbach’s Alpha is closer to 1 (Sekaran & Bougie, 2016). According to 

Table 4.4, the values of all the 4 variables are above 0.9. Therefore, the items 

in the variables are reliable.  

 

Table 4.4: Reliability Test 

Variables Cronbach's alpha 

Product Development Capability 0.954 

Absorptive Capacity 0.953 

Pricing Capability 0.952 

Sustainable Competitive Advantage 0.944 

Source: Developed from this research. 
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4.3.2 Pearson Correlation Coefficient 
 

 Under the two-tail test and with a significance level of 0.01. 

According to Table 4.5, the result had shown there are correlations between 

all variables. 3 of the independent variables have positive coefficient values, 

so there is correlation to each other. Moreover, the coefficient values of the 

sustainable competitive advantage to the 3 IVs are positive. Hence, there is 

correlation between sustainable competitive advantage to product 

development capability, absorptive capacity and pricing capability. 

 

Table 4.5: Pearson Correlation Coefficient  Analysis 

 PDC AC PC SCA 

PDC 1.000    

AC 0.667 1.000   

PC 0.510 0.555 1.000  

SCA 0.519 0.516 0.646 1.000 

Source: Developed from this research. 

 

 

4.3.3 Multiple Linear Regression Analysis 
 

 The R² value of the study outcome is 0.47, which is a moderate value. 

R² values of 0.75, 0.50, or 0.25 is as substantial, moderate, or weak, 

respectively (Hair et al., 2011). In another word, the R² value tells, 47% of 

the variance if the sustainable competitive advantage can be explained by 

the 3 different IVs, product development capability, absorptive capacity and 

pricing capability in this regression model. 
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Table 4.6: Model Summary 

Multiple R 0.69 

R Square 0.47 

Adjusted R Square 0.47 

Standard Error 0.70 

Observations 206.00 

Source: Developed from this research. 

 

On the other hand, in this two-tail test, researcher will test the 

hypothesis developed by the indicator of the P-value. The hypothesis is 

supported if the p-value is less than 0.05 (Kock, 2016). According to the 

results generated from the research, the P-value of product development 

capability and pricing capability is less than 0.05. Meanwhile, the P-value 

of absorptive capacity is more than 0.05 which is 0.099. Therefore, the 

outcome of the analysis is supporting H1 and H3, but H2 is not supported. 

 

Table 4.7: Multiple Regression Result 

 Coefficients Standard Error t Stat P-value 

Intercept 1.110 0.194 5.723 0.000 

Product Development 

Capability 
0.164 0.060 2.750 0.006 

Absorptive Capacity 0.105 0.064 1.658 0.099 

Pricing Capability 0.463 0.061 7.631 0.000 

Source: Developed from this research. 

 

 

4.4 Conclusion 
 

 Researcher analysed the data and reported them in an organized way. 

Respondents and the firm details were analysed and discussed. There were some 
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linkages between the descriptive data shown in the report. From the DV and IVs 

data, researcher found those items are reliable through Cronbach’s Alpha. The 

outcome can be concluded as H1 and H3 are supported and H2 is not supported. 
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Chapter 5: DISCUSSION AND CONCLUSION 
 

 

5.1 Introduction  
 

 Researcher would like to discuss the outcome of the study. Referring to the 

data analysed and the past studies, the similarity and the differences among them 

would be pointed out. Besides, the implication for the policy maker and managers 

were included in the following content. Last but not least, there were some 

limitations in this research and researcher would try to recommend further study on 

the relevant topics.  

 

 

5.2 Summary 
 

5.2.1 Descriptive Analysis 
 

 The majority of the respondents were from the district of Seremban 

which included the Nilai area, Port Dickson and Jempol. This statistic was 

similar to the structure of the citizen distribution in Negeri Sembilan. The 

residents were mainly concentrated in these three districts.  

 Apart from that, the non-business owners formed beyond half of the 

respondent group. However, either business owners or non- business owners, 

were most experienced in their organizations. Most of them serviced in their 

firm for more than 4 years.  

 The ratio of the manufacturing firm and service firm of the 

respondents was alike to the overall ratio of both sectors of the whole Negeri 

Sembilan. However, only a small portion of the data was provided by the 

big firms. Over 90% of the survey participants were from different sizes of 

SMEs. 

 On the other hand, researcher gained a different point of view 

regarding the sustainable competitive advantage of the firm. The 

respondents from the service and manufacturing sectors presented a 

different level of belief when showing their sustainable competitive 
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advantage. Obviously, respondents from manufacturing firms were more 

confident when mentioning their sustainable competitive advantage.  

   

 

5.2.2 Inferential Analysis 
 

 The 4 variables in this research were showing its sufficient internal 

consistency reliability due to the value of Cronbach alpha being closed to 1. 

Meanwhile, all the 3 IVs are showing a positive correlation coefficient with 

the sustainable competitive advantage. The product development capability, 

absorptive capacity and pricing capability have a correlation with the 

sustainable competitive advantage respectively.  

 With a moderate R-square value for the multiple regression analysis, 

the p-value was used to test the hypothesis. The results showed that H1 and 

H3 were supported and H2 was not supported.  

 

 

5.3 Discussion 
 

5.3.1 Product Development Capability 
 

 The research provided evidence to prove there is a positive 

relationship between product development capability and sustainable 

competitive advantage. This result is similar to the outcome of Saranga 

(2018), which showed the role played by product development capability 

influencing the sustainable competitive advantage. In the latest past study, 

scholars also found out product development capability has a relationship to 

the sustainable competitive advantage (Pratono, 2021). Besides, Zou (2003) 

evaluated the importance of the product development capability more 

specifically, it can influence the branding competitive advantage of the firm. 

 

 

5.3.2 Absorptive Capacity 
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 From the outcome of the research, the absorptive capacity is the only 

capability that has no support to the relationship between it with a 

sustainable competitive advantage. This research outcome is not meeting 

the expectation of the researcher as most of the past studies showed there 

was a relationship between both variables (Chuang et al., 2016; Delmas, 

2011). However, this phenomenon was explained by some scholars in past 

studies. There is no relationship between absorptive capacity and 

sustainable competitive advantage if there is the involvement of knowledge 

transfer between them (Liao et al, 2016). 

 

 

5.3.3 Pricing Capability 
 

 This study shows the support for the pricing capability which has a 

relationship with a sustainable competitive advantage. The outcome was 

supported by past studies. Leonidou (2013) has a similar result when testing 

the relationship between pricing capability and the competitive advantage 

of the firm. Apart from that, pricing capability presented its importance 

while the competitive advantage is divided into differentiation advantage 

and low-cost advantage (Tan & Sousa, 2015). The research outcome tally 

with the research framework developed by Morgan et al. (2009).  

 

 

5.4 Implication 
 

5.4.1 Policy Maker 
 

 This research has several policy implications. Policy maker should 

aware that the importance of sustainable competitive advantage of the 

service and manufacturing firms will directly influence the performance of 

the firm performance and the economy. Policies and programs should be 

released to contribute to the competitive advantage of the firms. As shown 

in the result the absorption capacity is unlikely to have an impact on the 

sustainable competitive advantage. Instead of putting effort into the 
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programs to boost the knowledge of the entrepreneur, policy maker can pay 

more attention to the product development capability and the pricing 

capability of the firm.  

 The research suggests the policy maker provides guidelines and 

invests more in the firm for enhancing their product development capability. 

The power of the local institution should be joined and ease the managers to 

gain the product developing guidelines in different fields of those sectors. 

Besides, the policy maker should reduce the cost of spending on the 

knowledge delivered to the firm but invest more in the R&D of the local 

firm. The subsidy is one of the easy ways to achieve it. For example, China 

government released subsidies for electrical vehicles manufacturer, 

assisting them to develop the new-to-market product.  

 Apart from that, a direct way to enhance the pricing capability of the 

firm is to provide them the advantage of the low cost. Policy maker can offer 

the tax allowance and tax exemption to the firm. It will ease to firm while 

planning its pricing strategy. With a lower tax payment, the company has 

space to reduce the price of the product or service. 

 

 

5.4.1 Managerial Implication 
 

 This research provided the reason for the managers to improve their 

product development capability. To secure the competitive advantage of the 

firm for the long term, companies should be able to develop their own 

product or services. Either the external or internal knowledge sharing 

occurring in the firm and the systematic learning will bring a positive impact 

on the product development capability (Ferreira et al., 2020; Hong et al., 

2004; Mosey, 2005). Managers should engage the learning culture among 

the employees and arrange a regular training schedule to enhance the 

knowledge of the overall firm. Besides, in-house R&D is essential for 

sustaining the ability of product development.  

 On the other hand, pricing capability is an issue for the company to 

put their attention on. The outcome of this study suggested that firms to 

improve their pricing capability which can drive a sustainable competitive 
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advantage. Market-focused learning enables the firm to monitor the market 

trend and the movement of competitors, which can allow them to adjust their 

prices (Ranjan et al., 2022). The firms should beware of the market trend 

and be sensitive to the market movement. Besides, the cost control will be 

a way to secure the pricing capability. A low operating cost will bring room 

for the managers to control the pricing.  

 

 

5.5 Limitation & Recommendation 
 

5.5.1 Limitation 
 

 The difficulty of the generalisability is the limitation of this research. 

The research problem found was specified in the state of Negeri Sembilan. 

According to the issue and fact-finding in NS, researcher designed the 

research which fit to the problem happening in NS. The outcome of the 

research is not suitable to apply all around the world or to other state in 

Malaysia. This study is useful only when the status of the area is like NS. 

 On the other hand, the cross-sectional research design was applied. 

Researcher assessed the relationship between the 3 different capabilities and 

the sustainable competitive advantage by taking the data one point at a time. 

The researcher carried out the data collection in January of 2022 and it ended 

within a few weeks. 

 

 

5.5.2 Recommendation   
 

 To solve the generalisability limitation, researcher recommends 

carrying out the future research by designing the research referring to the 

local situation. The research also can be done to be generalized in another 

area by including wider research background and problem. By considering 

more relevant components in the research, the outcome of the research can 

be implicated in the wider area.  
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 Apart from that, a longitudinal research design is recommended in 

future study. By studying a group of people over a period, the result can 

explain the patterns of the relationship between the capabilities and 

sustainable competitive advantage better. Especially, when researcher can 

include past financial data to examine the firm performance to further prove 

the competitive advantage within the firm. 

 

5.6 Conclusion 
 

 The outcome of the study had been summarized. The overall result showed 

the support for the positive relationship between the product development capability 

and pricing capability with the sustainable competitive advantage. There were past 

studies supporting the discussion of the different independent variables. The policy 

maker and the managers are suggested to release the program or strategy to improve 

the capabilities of product development and pricing. With the limitation of 

generalisability and cross-sectional research design, the researcher provided some 

recommendations for future study. 
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