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Study on the impact of technological innovation capabilities on competitive advantage
and firm performance in the automotive industry in Malaysia: a conceptual frameworkFaridah binti Taju Rahim *, Professor Dr. Dato’ Yuserrie bin Zainuddin
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Abstract: This paper focuses on applying the resource-based view (RBV) of firms to explain performance in theautomotive industry in Malaysia. Specifically, we based our research on the comprehensive framework of RBV andreviewed previous empirical researchers to investigate the relationship between technological innovationcapabilities (TIC), competitive advantage and firm performance in the automotive industry in Malaysia. Theconceptual model using Partial Least Squares (PLS) has been proposed. Based on the proposed conceptualframework and reviewed, research hypotheses are being developed. The conceptual framework of this paper will beused at the preliminary stage of the research on TIC that can be expected to contribute in the development ofautomotive industry in Malaysia.
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1. Introduction

*To sustain in the encountering rapidly changingenvironments, technological change andglobalization, firms require recurring technologicalinnovation to continuously retain theircompetitiveness and firms to face new challenges(Cheng & Lin, 2012; Shan & Jolly, 2012). Theglobalization of business activity together with theincreasingly rapid development and diffusion oftechnology progressively led to a destruction oftraditional sources of competitive advantage (CA)which requiring firms to obviously understand  thevarying nature of competitiveness (Nguyen, 2010).One popular approach used to understandcompetitive dynamics is the resource-based view(RBV) of the firm. According to this view, only thoseresources that are valuable, rare, hard to imitate,cannot be substituted and a firm also needed to beorganized in such a manner that it could develop thefull ability of those resources if it was to obtain asustainable competitive advantage (SCA), leading tobetter performance of the firm (Barney & Hesterly,2012; Barney, 1991).Resource-based view helped to understand howfirms employ their tangible and intangible resourcesto compete in the market (Barney & Hesterly, 2012).Resources in RBV are defined as the tangible assetssuch as plants, distribution centers, machineries,equipment, patents, information systems and etc. orintangible assets such as a well-known brand andteamwork among its manager, its reputation amongits customers that are owned and controlled by firms(Amit & Schoemaker, 1993; Barney, 1991).
* Corresponding Author.

In today’s dynamic environment with its rapidand erratic changes, tangible assets have becomeeasily reachable, imitable, and interchangeable. It isessential for a firm to improve its competitivenessand to manage with external resources. As such,competitive pressures, the need to continually adapt,develop and innovate has become important forfirms to have superior performance (Karagouni &Papadopoulos, 2007; Richard et al., 2004). Accordingto Yam, Guan, Pun, & Tang (2004) in a dynamicenvironment, an inability to innovate eventuallycauses businesses to deteriorate and firms to go outof business. In accordance, scholars haveemphasized that while facing rapidly changingenvironments, the firms need recurrenttechnological innovation to continually maintaintheir competitiveness (Cheng et al., 2012). Manystudies also have shown that technologicalinnovation could create positive impacts andimproving the competitiveness of (Guan et al., 2006;Karagouni & Papadopoulos, 2007; Lahovnik &Breznik, 2013; Lang et al., 2012; Liang et al., 2010;Richard et al., 2011, 2010; Richard et al., 2004).In other words, technological innovation isrecognized as a driving force for achieving andsustaining a competitive advantage and helpingfirms to develop strategic capabilities to deal withthe enhanced dynamism and uncertainty of thebusiness environment (Burgelman et al., 2009).Technological innovation is considered the result ofthe innovation process. The innovation process mayinvolve the combination of existing technology andinventions to make a new or improved product,process, or system (Diaconu, 2011). Incremental or
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sustaining innovations involve the alteration,modification, and improvement of existing productsand services and/or production and deliverysystems, thereby allowing them to be proactive andadjustable to external changes and achievecompetitive success (Burgelman et al., 2009).Given the critical role of technological innovationfor businesses in adding value and attaining strategicobjectives, this research will examine significantfields in strategic management and technologicalinnovation as two disciplines to draw a generalpicture of technological innovation capabilities-based competitive advantage of the firm. In addition,to place the research issues in a specific context,automotive industry in Malaysia, was selected forempirical examination.In order to manage the high competitiveness andthe many demanding business factors in theautomotive industry, it is important to create betterstrategic planning which strongly reflects animprovement in firm performance. The industry isalso having experienced rapid technology changes(Oh & Rhee, 2008) and is currently in the need fortechnological innovation in order to createcompetitive advantages.Moreover, the Malaysia National AutomotivePolicy (NAP) was introduced on 22 March 2006 andreviews on 22 Oct 2009 and unveils NationalAutomotive Policy (NAP) 2014 on 20 January 2014to enable the necessary transformation and optimumintegration of the local automotive industry intoregional and global industry linkages within theprogressively liberalized and competitive globalenvironment (Ministry of International Trade andIndustry Malaysia, 2014). Therefore, to becompetitive in global market local automotiveindustry should introduce new products to helpthem protect and increase their margins and meetcustomer requirements as well as investing inprocess innovation to help them lower their cost.Consequently, it's importance to the automotiveindustry to attain the best strategy to help firmsdevelop and produce more product variants thatmeet customers’ needs and differentiation from theircompetitors with a lower cost and at a reasonableprice. This situation provides both greatopportunities and overwhelming challenges forfirms. To survive and develop, firms should considerdeveloping a best strategy towards new resourcesand capabilities to achieve and sustain a competitiveadvantage.In this context, conducting studies andrecommending practical actions for the developmentof the automotive industry in Malaysia is important.Although some studies at the macro level exist(Economic Planning Unit & World Bank, 2009;Malaysia Productivity Corporation, 2012), there isstill a lack of empirical research about specificmatters at the firm level, especially studies abouttheir technological innovation capabilities affectingtheir competitive advantage and performancethrough employing strategic management

perspectives, which seem to be applicable inrealizing why some firms perform better than others.Particularly, the resource-based view (RBV) ofstrategic management theory is applied in theautomotive industry setting, and conversational gapsin RBV are expected to be filled by this application.RBV is as a very popular theoretical view exploitedfor clarifying on organizational performance(Newbert, 2007), and many strategy scholars havebeen considerably influenced by the majorarguments of the RBV. RBV assumes that a firmpossesses or controls a pool of resources andcapabilities (Barney, 2001; Newbert, 2008), and thatthese resources and capabilities, which areuncommon among firms, create competitiveadvantages, which can improve performance (Amit& Schoemaker, 1993; Barney, 1991; Newbert, 2008).However, relationships between these theoreticalconstructs such as technological innovationcapabilities, competitive advantages andperformance are still controversial among scholars.Specifically, term and aspect of capabilities havebeen managed in different perspectives without abroad picture. Hence, this study to examine therelationships between resources/capabilities andperformance are direct or indirect throughcompetitive advantages. In other words, this studywill apply theoretical approaches outlined byNewbert (2007) whereby it should be the mostsuitable to explain performance. These argumentshave area for future empirical studies. Therefore, thepurpose of this study is to examine the relationshipsbetween technological innovation capabilities,competitive advantages and the performance offirms belonging to the automotive industryThis paper is structured as follows. Section 2briefly reviews prior research about the theoreticalconstructs of RBV, technological innovationcapabilities and proposed conceptual model as wellas developing hypotheses. Following that, the section3 explains the research methodology of this studyand finally, makes some concluding remarks.
2. Literature review and hypothesis developmentOver the last two decades, the RBV of the firm hasappeared as one of the most leading theoreticalperspective in the strategic management field(Newbert, 2008; Priem & Butler, 2001). The RBV wasformalized by J. Barney (1991) based on works bymany previous scholars. This theory viewed thatresource at the firm level need to evaluate whetheror not specific firm resources can be sources ofmaintained competitive advantage at the industrylevel. The core contribution of the theory was that ithelped explain why some firms achieve sustainablecompetitive advantage. The theory considered thatsome firms achieve sustainability in competitiveadvantage by differentiating resource endowmentsthat they generate (Barney, 1986; Wernerfelt, 1984).The underlying assumptions of the RBV are thatresources must be imperfectly mobile andheterogeneously distributed across firms (J. Barney,
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1991). The differences or heterogeneity in resourcesowned by firms that continue in the long run leadtowards sustained competitive advantage. Barney’s(1991) conceptual framework of the RBV aspresented in Newbert's (2007) article is illustratedin Fig. 1.

Fig. 1: Barney’s (1991) conceptual framework of the RBVSource: (Newbert, 2007)In empirical studies of RBV, there have beenmany studies which focus on different approaches toconceptualizing RBV. Newbert (2007) categorizedthe theoretical approaches utilized by previousempirical studies of RBV into four types: resourceheterogeneity, organizing approach, conceptual-level, and dynamic capabilities.  The resourceheterogeneity approach states that a particularresource, capability, or core competence that isvaluable, rare, unique and non-substitutable, whenorganized by a firm, will affect its competitiveadvantage or performance. The organizing approachclarifies firm-level situations in which an effectiveexploitation of resources and capabilities is applied.Scholars utilizing the conceptual-level approach totry to investigate if attributes of a resource identifiedby Barney (1991) such as value, rareness, andinimitability, can effectively explain theperformances. Lastly, the dynamic capabilitiesapproach highlights given resource-level processesinfluencing on competitive advantage orperformance, in which a specific resource links witha specific dynamic capability as an independentvariable. Based on an in depth analysis of allapproaches, Newbert (2007) discovered that themost widely used approach-resource heterogeneity-was not the one which expected the strongestsupport from empirical tests. It was also concludedthat the firm's organizing perspective and itsvaluable, rare, inimitable capabilities (dynamic andotherwise) and core competencies may be moresignificant in affecting its competitive position ratherthan its static resources identified mostly by theresource heterogeneity approach.Newbert (2007) also assessed 55 empiricalstudies based on the resource-based view (RBV), andfound 53 percent of them supported the expectedresults as suggested by RBV. Further, to explain theresult, Newbert noted that researchers used threebroad categories of independent variables -resources, capabilities and core competencies. Thelevel of support varied widely among studies basedon the resource categories used as independentvariables.

When a specific capability was used as theindependent variable, 71 percent of the tests weresupported; when core competence was used as theindependent variable, 67 percent were supported.But when specific resources were used as theindependent variable, support level went as low as37 percent. Although the authors of the originalstudies argued that these resources, capabilities andcore competencies are valuable, rare, inimitable, ornon- substitutable, the overall outcome indicatedthat these characteristics were not strong at thesame level in different categories.A further review of the specific instances of theseresources, capabilities and core competenciesrevealed the following: The top three resources thatwere used are human capital, knowledge andexperience; the top three capabilities that were usedare information technology, technological andhuman resource; and the top three corecompetencies that were used are architectural,marketing and technology. A resource like humancapital or experience is more likely to be imitable,substitutable, and less rare than technologicalcapability or marketing competence of the firm.According to RBV, the valuable and rare resourcecould be supported only when it was inimitable. Theinevitability of a resource depended on severalfactors: (1) the unique historical context in whichresource bundles were created, (2) a causallyambiguous relationship between the resources andlead to competitive advantage, and (3) socialcomplexity of the resources (J. Barney, 1991). It isessential to attain high performance and achievefirm’s strategic positioning in the competitiveenvironment are to have unique resources andinnovative competencies (Zheng, 2014). Hence, itseemed acceptable that the usage of capabilities andcompetences as independent variables were moresuitable if one wanted to use the resource-basedview as a theoretical framework. Among the topthree entries of capabilities and core competencescategories, the term ‘technological’ was present inboth categories. This means that technology is one ofthe key factors to sustain competitive advantage infirms.Based on Newbert (2007)'s conclusion, this studyfocuses on only one of these approaches, and thuswill follow the conceptual framework of Newbert,(2008) by applying it to a practical condition ofautomotive industry in Malaysia. Newbert (2008)suggested exploitation of valuable, rare resourcesand capabilities influences to a firm’s competitiveadvantage, which then contributes to itsperformance. This underlying theoretical logic islinked from the technological innovation capabilitiesto the competitive advantage and then theperformance.Technological innovation capabilities wereviewed as a comprehensive set of elements of a firmthat facilities and supports its technologicalinnovation strategies (Burgelman et al., 2009) in thebusiness environment and successful use of thesecapabilities to sustain competitiveness performance
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for the firm. In another word, technologicalinnovation is one of the key factors in a firm’scompetitiveness and hence necessary for firmswhich need to improve and sustain a competitiveadvantage and/or gain entry into new markets(Krishnaswamy et al., 2014). Technologicalinnovation capabilities are a kind of integration ofspecial assets or resources of the firm whichcomprises various assets such as technology,product, process, knowledge, experience (Guan &Ma, 2003; Karagouni & Papadopoulos, 2007; Türker,2012; Richard et al., 2010).  In the theory ofresource-based view, when firms have successfullycreated differentiating resource configurations, theycould better satisfy their customers’ needs, theyproduced more efficiently, and in the long run, theyachieved competitive advantage leading to superiorperformance (Barney, 1991; Ismail et al., 2012).Therefore, the significant academic purposes ofthis paper are to provide more empirical evidencefor RBV and to test the most direct relationshipbetween technological innovation capabilities,competitive advantage, and finally, performance (Fig.2)
Fig. 2: Relationship between technological innovationcapabilities, competitive advantage, and performance

2.1. Technological Innovation capabilities and
competitive advantageAccording to Newbert (2007) a majority of theempirical studies in the resource heterogeneityapproach of the RBV examines the directrelationship specific resources and/or capabilitiesand performance. Whereby, they presume thatcompetitive advantage and performance have so farbeen used interchangeably, as they states thatcompetitive advantage is often regarded asperformance because they are based on a definitionby Porter (1985) (Newbert, 2008). However,Newbert (2008) indicates a competitive advantagerefers to the economic value that has been attributedfrom the firm’s resources and capability that firmspossess, performance refers to the economic valuethat the firm has generated from theircommercialization. Moreover, Powell, (2001) pointout a unidirectional correlation: that competitiveadvantage leads to enhanced performance, not theopposite. Therefore, among the possiblerelationships between technological innovationcapabilities, competitive advantage andperformance, a direct relationship betweentechnological innovation capabilities andcompetitive advantage possible occurs rather than arelationship directly from that to performance.H1: A firm's technological innovation capabilitieshave a positive impact on its level of competitiveadvantage.

2.2. Competitive advantage and performanceFollowing Newbert (2008) and Kamukama,Ahiauzu, & Ntayi (2011), a two-staged approach wasused to model the firm-level performance measuresas dependent variables. Competitive advantage wasdirectly influenced by the four intangible resourcesunder consideration (i.e. R&D capability, productioncapability, linkage capability and human resourcecapability), which, in turn, was modeled to influencethe overall firm performance. The mediating effectsof competitive advantage and the extent ittechnological innovation capabilities in firmperformance are limited in the literature. Mostprevious literature addressing technologicalinnovation capabilities has ignored the significanceof competitive advantage of the relationshipbetween technological innovation capabilities andfirm performance (Lang et al., 2012; Shan & Jolly,2012; Richard et al., 2010; Richard et al., 2011).Competitive advantage was considered a moresustainable outcome as it would take more time for afirm to lose such performance once it was achieved.Improving their technological innovation capabilitiesallows firms to improve their competitive edge interms of diminishing costs, achieving a strongreputation among customers and raising theircompetitiveness in international markets. Theseadvantages may, in turn, positively impact on thefirm’s overall performance (Kamukama et al., 2011;Lo & Claver-corte, 2009).Some empirical studies also support this notion.Particularly, J. Barney (1991) recommended thepresence of this relationship. In tandem with thiskind of research, many researchers supported foranalyses on the relationship between competitiveadvantage and performance (Kamukama et al., 2011;Lo & Claver-corte, 2009; Mahmood, 2013; Newbert,2008; Ray et al., 2004).H2: A firm's competitive advantage is positivelyrelated to its performance in automotive industry.According to Newbert (2008) a firm must identifyand employ resource-based strategies to generateeconomic value. Newbert (2008) also suggested thatto produce a product or service with more benefits(for example, in the form of unique features and/orlower cost than are related with the products orservices of its competitors, a firm must develop acombination of valuable resource and capabilitiesgreater than that of its competitors. It ishypothesized that no matter what processes ofresources and capabilities are, they only indirectlyaffect performance. In other words, to createbenefits from its resource-capability combination, afirm must first acquire a competitive advantagecoming from its exploitation (Newbert, 2008).Empirical testing supported this hypothesis.Considering the technological innovation capabilitiesas output that develops from specific resourcesand/or capabilities and their processes (Shan & Jolly,2012), it is also hypothesized that the competitiveadvantage resulting from the technologicalinnovation capabilities determines the performance
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of a firm. Thus, mediating effect of competitiveadvantage on the association between technologicalinnovation capabilities and performance in theautomotive industry is still a controversial matterthat is limited empirical research in the literature.Based on this paucity, the following hypothesis issuggested:H3: A firm's competitive advantage will mediatethe relationship between its technologicalinnovation and its performance.
3. MethodologyIn this study, sampling method by using astructured questionnaire. A survey is considered asthe most cost-effective among methods available fordata collection due to its ability in performingeffective data collection (Zikmund, 2013). In general,a survey typed questionnaire approach is quite lowcost of money, time saving, and simple approach(Saunders, et al., 2007; Zikmund, 2013).Moreover, by using survey methods, it can clarifythe question the survey respondents and verifyingtheir responses to be used as data for analysis((Sekaran & Bougie, 2010). Therefore, this paperused this approach.The proposed conceptual model has been used topresent the relationship between technologicalinnovation capabilities, competitive advantage andfirm performance is as shown in Fig. 3.

Fig. 3: A proposed conceptual modelNote: TIC = Technological Innovation Capabilities,RDC = R&D Capability, PC = Production Capability,LC= Linkages Capability, HRC= Human ResourceCapability, CA=Competitive Advantage, PRODIC=Product Innovation Competitiveness, PROCIC=Process Innovation Competitiveness, FP= FirmPerformance, GD=Growth Dimension, PD=Profitability DimensionFig. 3 shows the overall research model,illustrating the interactions among eight main latentconstructs. These four latent constructs fortechnological innovation capabilities are R&Dcapability, production capability, linkage capability,human resource capability, for competitiveadvantage comprises of production innovationcompetitiveness and process innovationcompetitiveness. Additionally, there are two otherlatent constructs growth dimension and profitabilitydimension to capture overall firm performance. Thefull description of all the constructs used in thepresent study by the number of measuring items,scales, support to the hypothesis and their source ofadoption is presented below.

3.1. Research variables

3.1.1. Technological innovation capabilitiesTechnological innovation capabilities involvemulti-dimensional, complex, interactive innovationactivities (J. C. Guan et al., 2006) with resource re-deployment in order to gain competitive advantage(Wang et al., 2008). Within this broad framework, arange of researchers has developed their ownapproach and components in assessing a firm’stechnological or innovation capabilities. However,each of these previous studies measured is anindicator of an element of the broad construct of TIC,but none is a comprehensive measure (Shan & Jolly,2012) especially in the area of automotive industry.Different of the studies had different dimensions tomeasure technological innovation capabilities.Therefore, this study proposed technologicalinnovation capability measurement which is focusedinto four dimensions: R&D capability, productioncapability, linkage capability and human resourcecapability. The selection of these four factors arederived from previous studies by (Chen & Huang,2009; Cruz-gonzález et al., 2014; Nieves et al., 2014;Oh & Rhee, 2010; Oluwale et al., 2013; Shan & Jolly,2012; Richard et al., 2004; Yang, 2013).R&D capability is the extent to which firm hasresource capacity to develop new technologies,which is divided R&D capability into engineering,design and modularization capabilities (Oh & Rhee,2010). These items in this study were taken fromseveral published sources, including Oh & Rhee(2010), Oh & Rhee (2008) and Yang (2013). Theproduction capability, however, refers to the extentto which firm has ability in operations strategy suchas in dependability improvement, cost reduction,quality improvement and flexibility (Oh & Rhee,2010).  The production capability items used in thisstudy were specialized sources originally consideredby Oh & Rhee (2010) and Oh & Rhee (2008).The linkage capability measures the extent towhich firm has the ability to transfer information,skills and technology, and to receive them from otherdepartments of the firm, external commerciallinkages and public research institutes which isadopted from Shan & Jolly (2012), (Oluwale etal.(2013) and Cruz-gonzález et al. (2014). The finalcapability which is human resource capabilityindicates the extent to which firm has ability to havea pool of employee talent, skills and abilities thatleads to innovation and brings economic value toorganize through Human Resources Management(HRM) practices through training, compensation,performance appraisal, staffing and participation.Human resource capability was measured using acombination of instruments developed by Chen &Huang (2009) and Nieves, Quintana, & Osorio(2014). Specifically, respondents are asked foranswers the items on a 5-point Likert scales.
3.1.2. Competitive advantage
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Barney (1991) stated that a competitiveadvantage as the implementation of a strategy thataccelerates the decrease of the cost, the utilization ofmarket opportunities, and/or diminishing ofcompetitive threats (Newbert, 2008). A review of theliterature states that there is a broad understandingthat continuous technological innovation is the keyto achieving and sustaining a firm’s competitiveadvantage. The dependent variable in the proposedpath model is the firm’s technological competitiveadvantage (i.e., competitive advantage attainedthrough product and process innovations). Thefirm’s technological competitive advantage isoperationalized as a composite measure of itsproduct innovation competitiveness and processinnovation competitiveness. Using multi-dimensionsof the construct defined by Karagozoglu (1993),including product innovation competitiveness andprocess innovation competitiveness then developeda scale to measure a firm competitive advantagewhich is adopted in this study. To measure the firm’sproduct innovation competitiveness, respondentswere asked to indicate the degree to which theproduct innovations commercialized by their firm inthe past five years resulted in competitiveadvantages with regard to each of five key productdimensions: product cost, product quality, productfeatures/functionality, deliverability, and value/price ratio. Process innovation competitiveness wasmeasured via a similar approach with regard to fiveproduction process dimensions: economies of scale,reliable scheduling, quality control, overallproduction costs, and response time to fulfill orders.On the basis of the 5-point measure, the higher therate of each construct, the better the firm'scompetitive advantage.
3.1.3. Firm performanceMeasuring performance is an issue with manychallenges and debates. Researchers have used awide variety of methods and constructs to measurefirm-level performance. It can be evaluated with theobjective (financially) or subjective (non-financial)indicators. Atalay, Anafarta, & Sarvan (2013),Venkatraman (1989), Jaworski & Kohli (1993) useda subjective measure of overall performance, whileSher & Yang (2005) and Hung & Chou (2013) usedobjective measures (e.g. Return on assets (ROA),return on sales (ROS), return on equity (ROE) andTobin's q). This study will be used subjective scalebecause some firms are unwilling to reveal exactperformance records, and respondents are lesswilling to disclose objective performance data.Atalay et al. (2013) subjectively measured overallfirm performance adapted from Venkatraman(1989). They examined the interactions betweeninnovation and firm performance within theviewpoint of the automotive supplier industry.Atalay et al. (2013) and Cruz-gonzález et al. (2014)scale to measure firm performance was used for thecurrent study. It is believed that this scale will assistas the most applicable indicator of firm performance.

3.1.4. Control variablesAs in previous empirical studies (Jean et al., 2014;Krush et al., 2013; Newbert, 2008; Richard et al.,2011; Yu et al., 2014), this paper controls somevariables, including firm size (total number ofemployees), firm age (Firm age is measured by thenumber of years since entering Malaysia).
3.2. Data and sampleThe population of this study will comprise inautomotive industry in Malaysia. Questionnaires willbe distributed to respondents from the listing ofautomotive industry that will be obtained fromMalaysian Automotive Institute (MAI), ProtonVendors Association (PVA), and Malaysia ExternalTrade Development Corporation (MATRADE). Toanalyze the data, Partial least squares (PLS)techniques will be adopted.
3.3. Analysis methodsPartial least squares (PLS) analysis is chosen asthe most suitable technique for analyzing our model.PLS was chosen because it well suited forcomplicated models which consist of latent variables(Nwankpa & Roumani, 2014) and it can operateunder limited number of sample size whereby thisstudy only focus on automotive industry (Esen &Esen, 2013; Hortinha et al., 2011). Based on theabove discussion, it is apparent that PLS providerelatively robust data analysis strategies. Therefore,this study will uses the Partial Least Squares (PLS)method to test its hypotheses.
4. ConclusionOn the whole, the aim of this paper is toinvestigate the significance of the relationshipbetween technological innovation capabilities with acompetitive advantage and firm performance in theMalaysian automotive industry. The maincontribution of this paper was to encouragemanagers to take a consideration on the relationshipbetween technological innovation capabilities,competitive advantage and firm performance. Manystudies have been performed to identify therelationship of technological innovation capabilitiesin firm performance. However, there is lack ofprevious study to investigate the relationshipsbetween technological innovation capabilities,competitive advantage and firm performance,especially in the automotive industry. A conceptualmodel has been recommended to study therelationships between technological innovationcapabilities, competitive advantage and firmperformance in Malaysia automotive industry.Based on proposed model and a previous studied,research hypotheses are being established. The nextstep of this study is to design a questionnaire, whichwill be applied for pilot study data collection in
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Malaysia automotive industry. This paper also triesto conduct tests using the approaches of RBV due tothe lack of research in this area. In doing so, thescholarly community as well as practitioners willhave more empirical evidences related to thefundamental theory behind the RBV, therebyimproving understanding of the relationships amongtechnological innovation capabilities, competitiveadvantage and performance.
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