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Abstrak 

Kajian ini bertujuan untuk menyelidik kesan penyederhanaan faktor pemboleh ubah 
iaitu kecekapan pemasaran dan budaya organisasi ke atas hubungan di antara strategi 
perniagaan dengan prestasi peruncitan farmasi. Kajian ini menggunakan model 
kontigensi dan pendekatan kajian adalah secara kaedah kuantitatif. Bagi mencapai 
objektif kajian, data dikutip daripada 150 buah farmasi persendirian di Semenanjung 
Malaysia. Analisis regressi linear mudah dilakukan terlebih dahulu untuk melihat kesan 
sebab akibat di antara item-item dalam strategi perniagaan ke atas prestasi. Seterusnya, 
analisis regresi berganda dilakukan untuk melihat kesan penyederhanaan kecekapan 
pemasaran dan budaya organisasi terhadap hubungan di antara strategi perniagaan 
dengan prestasi. Dapatan daripada analisis regressi linear menunjukkan bahawa strategi 
pengkhususan produk dan strategi kos rendah memberi kesan positif kepada prestasi 
syarikat peruncitan farmasi, manakala strategi pengembanganpula didapati tidak 
menyumbang kepada prestasi syarikat. Selepas ujian regresi berganda dijalankan, 
kedua-dua pemboleh ubah penyederhanaan iaitu kecekapan pemasaran dan budaya 
organisasi didapati menyederhanakan hubungan di antara strategi perniagaan dengan 
prestasi syarikat secara positif. Dapatan yang sama juga dicatatkan bagi budaya 
organisasi yang menyederhanakan secara positif hubungan di antara strategi perniagaan 
dengan prestasi syarikat. Kajian ini menyumbang kepada pemahaman tentang peranan 
strategi perniagaan, kecekapan pemasaran dan budaya organisasi terhadap kejayaan 
sesebuah perniagaan. Di samping itu, kajian ini akan memberi manfaat kepada ahli 
akademik untuk mendapatkan maklumat lanjut tentang aktiviti peniaga kecil, 
terutamanya dalam bidang farmasi. 

 

Kata kunci: Strategi perniagaan, kecekapan pemasaran, budaya organisasi, Peruncitan 
farmasi, Semenanjung Malaysia. 
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Abstract 

This study was an attempt to examine the effect of moderating factor variables namely, 

marketing competency and organizational culture on the relationship between business 

strategy and performance of pharmaceutical retailers. This study used contingency 

models and the study approach was quantitative. To achieve the objective of the study, 

data were collected from 150 pharmaceutical retailers in Peninsular Malaysia. Simple 

linear regression analysis was then performed to look at the causal effect between the 

items in the business strategy and performance. After that, multiple regression analysis 

was performed to identify the moderating effects of marketing competency and 

organizational culture on the relationship between business strategy and performance. 

The findings from the linear regression analysis show that specialization and low cost 

strategy have positive impacts on the performance of pharmaceutical retailers while the 

channel expansion strategy did not give a positive result on the performance of 

pharmaceutical retailers. After performing the multiple regression analysis, it was found 

that the moderating variables, namely marketing competency and organizational culture 

positively moderate the relationship between business strategies and performance. The 

same result was recorded for organizational culture which positively moderates business 

strategy and performance relationship. This study contributes to the understanding of the 

role of business strategy, marketing competency and organizational culture in the 

success of a business entity. In addition, this study will benefit academics to obtain more 

knowledge on small businesses, particularly the pharmaceutical retailers. 

 

Keywords: Marketing competency, organizational culture, business strategy, 

pharmaceutical retailers, Peninsular Malaysia. 
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CHAPTER 1 

INTRODUCTION 

 

1.1 Background of the study 

According to the Malaysia External Trade Development Corporation (MATRADE), 

the pharmaceutical industry is an important component of the country’s healthcare 

sector and has a high growth potential either in the domestic or export market. This 

sector has been recognised by the Malaysian government as a strategic industry and 

should be promoted (www.matrade.gov.my). According to the Malaysian Investment 

Development Authority (MIDA), the pharmaceutical industry is a multi-billion 

dollar industry. For example, expenditures on pharmaceutical products in 2005 was 

RM2.24 million and it continued to register a steady growth in the following years 

and in 2017 expenditures was RM12 billion (CEDAR, 2018). This sector is expected 

to grow at approximately 10 percent annually and is estimated to grow to RM35 

billion by 2021 (http//www.mida.gov.my, 2019; www.matrade.gov.my). 

 

In 2010, the New Economic Model (NEM) was launched to support Vision 2020 

where Malaysia aims to reach a high-income country status and increase Gross 

National Income (GNI) to US$523 billion by 2020. Various sectors that showed a 

potential for development were identified and grouped in the National Key 

Economic Areas (NKEA). The healthcare industry such as pharmaceutical, medical 

device, clinical research, and aged-care service were identified as a key economic 

area.  The Malaysian government expected to generate a RM35.3 billion increment 
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in the GNI from the healthcare sector between  2010-2020 (Market Watch 2012) 

(www.matrade.gov.my). 

 

Under the NKEA programme, the government encouraged multinational companies 

(MNCs) from countries outside of Malaysia to set up their manufacturing firms in 

the country or by forming a strong tie between local companies through contract 

manufacturing collaboration. These activities will help both firms to have access to a 

larger market (mida.gov.my, 2015). However, this programme had a negative impact 

on the local firms, particularly the small and independent pharmaceutical retailers 

which were owned by local entrepreneurs. The emergence of pharmaceutical chains 

owned by MNCs seized the market away from local pharmaceutical retailers. For 

example, in 2015, MNCs such as GCH Guardian and Watson pharmaceutical chains 

dominated about 54 percent of the total market share in Malaysia. Thus, the 

remaining 46 percent of market share was divided among local retail pharmacies 

(Ukessays.com, 2015).  

 

In addition, according to Hassali et al., (2010) and  Ying and Tze-Haw, (2014),  

because the government did not establish any policy to regulate and control the price 

of medicine in the country, manufacturers, distributors, and retailers are free to set 

their own price on their products. This had provided an opportunity to the big 

companies, especially the MNC pharmaceutical chains to use anti-competitive 

tactics. One such tactic was to manipulate the prices of medicine by putting pressure 

on the small players. When the small players lost their battles and were out of the 

industry, then the big players will look for instances to elevate their profits by 

marking up their prices.    
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This scenario also posed a threat to small pharmaceutical retailers owned by 

individuals. Besides competing among themselves, they now have to compete with 

big pharmaceutical retail chains owned by foreign MNCs (Kho, Hassali, Lim & 

Saleem, 2017).  Many of the small pharmaceutical retailers suffered financially and 

were forced to close their business as they were unable to compete with the higher 

competition. For those who are still surviving, they had to change the concept of 

their business premise and operated as a 'mini-mart' to keep their business afloat. 

Besides selling medicine, they also sell other consumer necessities (Lau, 2016).  

The above scenario highlights the pressure and challenges faced by local 

pharmaceutical retailers to compete and maintain their competitiveness. If this 

current trend continues, the future of independent, local-owned pharmaceuticals will 

be threatened. Thus, they must position themselves by adopting strategies suitable to 

meet the market conditions or face failure (Leask, 2005, Kho et al., 2017; 

Nandakumar, Ghobadian & O’Regan, 2010). 

 

Nonetheless, some firms performed better not only due to the adoption of business 

strategies appropriate to meet the market conditions but they also depended on their 

unique capabilities and competencies.  

 

From this perspective, a firm’s resources and capabilities are other essential factors 

in determining its performance. A factor that can help a firm to stand out from its 

competitors is by learning and mastering marketing activities. Business strategies 

coupled with marketing capabilities can support and complement each other and 

contribute to the performance of the firm  (Kajalo & Lindblom, 2015; Ngo & 
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O’Cass, 2012; Omri, Frika & Bouraoui, 2015). Furthermore, by studying and 

adapting business strategies to changes in the business environment and, at the same 

time, competing by using their competencies, such as marketing competencies, the 

firm can achieve a competitive advantage. Finally, just as the formulation of the 

strategy is crucial to the firm, implementing the strategy is also another critical issue 

faced by the owner-manager of many business entities.  

 

Several authors such as Gottschalk and Gudmundsen (2010), Zakaria and  Dahlan 

(2014), and Prajogo and McDermott (2011) found that organizational culture is 

another factor that contributes to the success in the strategy implementation process. 

They stated that managers who do not understand the concept of organizational 

culture and its relationship with strategy implementation may not be able to guide 

subordinates to implement the entire strategy.  Thus, this study proposes that there is 

an essential need for the managers of pharmaceutical retailers to encourage a suitable 

organizational culture that fits their business strategy which will improve 

performance.  

 

The discussion of the scenario of the pharmaceutical industry provided an impetus 

for this research to examine the effect of marketing competencies and organizational 

culture on the relationship between business strategy and performance of 

pharmaceutical retailers in the Malaysian context. Moreover, to the best of the 

author’s knowledge, there is still limited research that examined this topic. 
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1.2   Research Problem 

Many organizations, irrespective of their size, age and industry, are facing 

challenges. The impact of globalization and the fast changes in technology place 

greater pressure on firms to perform well. As for the pharmaceutical industry, this 

translates into greater competition. 

 

The emergence of pharmaceutical chains owned by MNCs adds another pressure to 

local pharmaceutical retailers and, in particular, the expansion strategy adopted by 

these MNCs became a threat to them. Hence, many of these local retailers are faced 

with stiff competition and a shrinking market share. According to the Malaysian 

Community Pharmacy Guild (MCPG), 50 percent of community pharmacists (CPs) 

operate as a “mini-marts” to keep their business going as they cannot breakeven 

from the sale of medicines. Thus, the managers are constantly searching for the best 

solution to improve performance. As such, the managers must position their business 

by adopting the strategies suitable to the market condition or face failure.  

 

On the other hand, from the marketing and entrepreneurial perspective, it was 

observed that some firms in the same industry are able to perform better not only due 

to their firms adopting the strategies appropriate to the market condition but because 

of the firms’ unique capabilities and competencies. According to Barney (1991) and 

Ngo and O’Cass (2012) a firm is comprised of resources, such as assets, capabilities, 

organizational process and knowledge. A combination of resources and capabilities 

is an important factor to the firm’s performance (Wheelen & Hunger, 2004) and one 

of the complementarities is a combination of business strategy and marketing 
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capabilities (Kamboj & Rahman, 2015; Song, Nason & Di Benedetto, 2008).  They 

noted that this complementarity will lead to better performance.  

 

The rationale for this is that this complementarity is more likely to restrict their 

competitors from imitating them. Furthermore, in certain cases, the dependency on 

certain recourses or capabilities will give only a temporary advantage (Ristovska, 

2013). So the combination between the resource-capabilities or capability-capability 

will prevent the competitors to imitate and ensure that the competitiveness and 

effectiveness of the firm is sustained (Ngo & O’Cass, 2012).  

 

In addition, business strategy is focused on how the business will compete in the 

marketplace. It deals with the issue as to which market the firm wants to compete in 

(Campbell, Edgar, & Stonehouse, 2011). On the other hand, marketing capabilities, 

such as knowledge on market segmentation, effective marketing design, and 

competitive knowledge will create product awareness and interest to customers 

(Dessi, Ng, Floris & Cabras, 2014). Many researchers noted that the marketing 

activities pursued by business owners are influenced by its business strategy while 

competitiveness and firm performance are determined on how well these two 

variables are organized (Gupta, 2012; Olson, Slater & Hult, 2005; Van Sheers & 

Makhitha, 2016). Thus, from this research problem, there is a need to examine 

marketing competencies as a moderating variable that affects the relationship 

between business strategy and performance among pharmaceutical retailers in the 

Malaysian context. 

 

In a dynamic, external environment and competition, many firms, especially the 

small and medium enterprises (SMEs), are struggling to survive in the market. They 
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face a large task in creating a good and sound business strategy because of their 

limited resources (Huy, 2011 and Bordean, Borza, Rus, & Mitra, 2010).   

 

Once the strategy is formulated, firms will face another obstacle in ensuring that the 

strategy can be executed as planned (Čater & Pucko, 2010; Sabouin, 2015; 

Speculand, 2014; Zakaria & Dahlan, 2014). These researchers noted that most of the 

strategies stumble in the implementation process. It is generally accepted that one of 

the factors that influences the success in implementing business strategies is 

organizational culture (Gupta, 2011; Fakhar, Zahid & Muhammad, 2013; Srivastava 

& Sushil, 2013). Once the organization chooses the strategy, the manager must 

ensure that the strategy is aligned with its organizational culture which will support 

or impede employees’ behaviours in achieving the goals. Thus, it is necessary to 

identify its organizational culture and the effects of its dimensions or components on 

the firm’s strategic objective.   

 

To the best of the author’s knowledge, this is the first study to examine the 

relationship between the components of organizational culture to performance. 

Previous studies had mainly examined the relationship between organizational 

culture types to performance (Ceong, Wong, Peter & Lam 2012; Chung, Hsu, Tsai & 

Huang, 2012; Tripathi & Tripathi, 2009; Valencia, Jiménez & Valle, 2011; Zafir & 

Acar, 2014). Thus, one of the purpose of this study is to fill the gap by examining the 

effect of the components of organizational culture to performance and, in particular, 

the moderating effect between business strategy and performance.  

 

Based on the above discussion and because there is no conclusive study which had 

explored these issues among pharmaceutical retailers in Peninsular Malaysia, a 
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quantitative study was undertaken to examine the effect of marketing competencies 

and organizational culture on the relationship between business strategy and 

performance among pharmaceutical retailers in Malaysia. 

 

1.3  Research Questions 

The following research questions are derived based on the problem statement. 

1. Does business strategy have a causal effect to the performance of 

pharmaceutical retailers in Peninsular Malaysia?  

 

2. Do marketing competencies moderate the relationship between business 

strategy and performance of pharmaceutical retailers in Malaysia? 

 

3. Does organizational culture moderate the relationship between business 

strategy and performance of pharmaceutical retailers in Peninsula 

Malaysia? 

 

 

1.4  Objectives of the Study 

The objectives of this study are as follows. 

1. To examine the causal effect of business strategy on the performance of 

pharmaceutical retailers in Peninsular Malaysia. 

 

2. To examine the moderating effect of marketing competencies on the 

relationship between business strategy and performance of 

pharmaceutical retailers in Peninsular Malaysia. 

 

3. To examine the type of organizational culture and the moderating effect 

of organizational culture on the relationship between business strategy 

and the performance of pharmaceutical retailers in Peninsular Malaysia.  

 

1.5  Scope of the Study 

This study focused on pharmaceutical retailers that are registered with the Malaysian 

Pharmaceutical Control Bureau under the Ministry of Health. A list of 

pharmaceutical retailers was obtained from the Pharmaceutical Control Bureau as the 
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sampling frame of this study. However, the sample is limited to the pharmaceutical 

retailers in Peninsular Malaysia as the situational factors in East Malaysia might be 

different in terms of their business strategy and marketing approaches. Thus, East 

Malaysian pharmaceutical retailers were excluded as this might have an impact on 

the results of the study.  

 

1.6  Significance of the Study 

This study is significant in several ways. First, the result of study will contribute to 

the present strategic management knowledge, particularly, in the theoretical and 

empirical findings. This study attempt to improve understanding of the effect of 

marketing competencies and organizational culture on the relationship between 

business strategy and performance of pharmaceutical retailers in Peninsular 

Malaysia. As to the best of the author’s knowledge, to date, no research has 

examined the effect of marketing competencies and organizational culture on the 

business strategy-performance relationship in the area of strategic management 

among pharmaceutical retailers in Peninsular Malaysia.  

 

The importance of business strategy, marketing competencies, and organizational 

culture have been continuously emphasised by both practitioners and researchers. It 

is expected that the results of this study will provide valuable insights to managers 

and owners of the pharmaceutical retailer to better understand the effect of business 

strategy on performance. 

 

The results from this study will provide evidence on the impact of marketing 

activities and organizational culture to the relationship between business strategy and 
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performance of pharmaceutical retailers in Peninsular Malaysia. This is because 

most of the pharmacists who operate their own store has limited knowledge about 

business management, particularly on business strategy, marketing practices and 

organizational culture although they have vast experience in the pharmaceutical 

field. 

 

Finally, the results of this study will also be useful to individuals who are involved in 

the training and consultancy services in improving their level and knowledge on 

business strategy, marketing competencies, and organizational culture of 

pharmaceutical retailers. 

 

1.7  Definition of Terms 

The terms used in this study are defined here to help the readers understand the study 

more clearly. The terms and definitions are as follows.  

 

Strategic management: A set of managerial decisions that determine the long 

term performance of a corporation (Wheelen & Hunger, 

2004). 

 

Business strategy: A competitive and cooperative strategy at the business 

unit or product level that emphasized on the 

improvement of its  competitive position (Megicks, 

2001). In this study, business strategies consist of 

channel expansion, specialization, and low cost.  

 

Marketing 

competencies: 

Marketing competencies are the marketing capabilities of 

firms that are superior to their competitors (Conant, 

Jeffrey S, Smart, Denise & Solano-Mendez, 1993). Three 

dimensions of marketing competencies were used in this 

study, namely, product variety and depth, low price, and 

inventory control and advertising.  

 

Organizational culture: Organizational culture is the members’ collective shared 

values and norms of an organization. It is the way ‘things 

are done’ in a given setting (Rothaermel, 2013). In this 

study, types of organizational culture were clan culture, 
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adhocracy culture, market culture, and hierarchy culture. 

 

Performance: Performance is the end results of the activities of the 

strategic management process (Wheelen & Hunger, 

2004). In this study, performance was measured by total 

sales, total assets, total equity, and net profit.  

 

 

1.8  Organization of the Thesis 

The thesis contains five chapters. Chapter 1 is the introduction which comprises the 

background of the research that discusses the challenges faced by the pharmaceutical 

retailers in Peninsular Malaysia. The problem statement is also discussed which 

indicates the research gaps, followed by the research questions and objectives. It 

outlines the scope of the study and provide definition of terms to help the reader with 

the reading of the thesis in the following chapters.  

Chapter 2 provides a discussion of the literature review, a brief overview of the 

pharmaceutical industry in Malaysia, strategic management, and the role of strategy 

to small retailers.  The importance of marketing competencies, and organizational 

culture on firm performance  are also discussed. Chapter 3 provides an explanation 

of the research framework and research methodology including the research design, 

research instruments and the sample collection procedure. Furthermore, it  explains 

the pilot test performed and the development of the questionnaire.   

Chapter 4 presents the results of the study including discussions of the background 

of the respondents of the study and the pharmaceutical retailers, and the results of the 

research hypothesis. Chapter 5 ends the thesis with the discussions and conclusions 

of the study, the contributions and limitations as well as suggestions for future 

research. 
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CHAPTER 2 

 

LITERATURE REVIEW 

 

2.1  Introduction 

Chapter 2 provides a  discussion of the literature review for the study. Following the 

introduction, Section 2.2 presents a brief overview of the pharmaceutical industry in 

Malaysia. This is followed by Section 2.3 with an explanation of strategic 

management and its concepts while Section 2.4 talks about strategy, business 

strategy and the role of strategy to small retailers.  Section 2.5 and Section 2.6 

provides definitions of marketing and the importance of marketing competencies, 

and organizational culture, respectively. The chapter ends with a discussion on the 

performance of SMEs.   

 

2.2 The Pharmaceutical Industry in Malaysia 

Being a middle income country, Malaysia’s economic performance ranking has 

improved from being at the 12
th

 position in 2007 to the 7
th

 place out of 59 in 2012 

and has maintained that position until 2013 (Malaysia Overview, 2013). Malaysia 

has transformed itself from a producer of raw materials, such as tin and rubber, to 

being a diversified economy between 1985 and 1995.  

 

In 2010, the government launched the New Economic Model (NEM) with the aim to 

reach a high-income country status by 2020.  Under the NEM, the government 

targeted Malaysia to stay competitive and increase its Gross National Income (GNI) 

to US$523 billion by 2020. It also targeted that 60 percent of the Malaysian 

economy will be derived from the private sector investments, 32 percent from 
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government-linked companies, and 8 percent from the government itself. Various 

sectors, called the National Key Economic Areas (NKEA), were identified as a 

potential for development. One of the NKEA that was expected to achieve rapid 

growth was the healthcare industry such as pharmaceuticals, medical devices, 

clinical research, and age-care services (Economic Transformation Program, 2010).  

 

According to Hassali et al. (2009), Malaysia’s pharmaceutical industry was valued at 

approximately USD1,027 million in 2007. This sector continued to register a growth 

of over USD32.5 billion in 2010 and increased to USD52 billion in 2015 and became 

fifth in healthcare expenditures as compared to other Asian nations (Malaysian 

Pharmaceutical Retail Industry Marketing Essay, 2015).  This trend was expected to 

continue alongside the longevity and affluence of its population 

(pacificbridgemedical.com, 2017). The pharmaceutical industry is an important 

component of the healthcare sector in Malaysia. According to the Ministry of Health, 

health spending per capita for Malaysians has increased two and a half times in 17 

years from RM641 in 1997 to RM1,626 in 2014. In 2017 the total healthcare 

expenditures in Malaysia was RM52 billion, with the public health sector accounting 

for 52 percent and the private health sector for 48 percent of the amount 

(today.mims.com, 2017). This shows that there is an increasing awareness to the 

importance of healthcare among the Malaysian community.    

 

The National Pharmaceutical Regulatory Agency (NPRA) is the main regulatory 

body for pharmaceutical products in Malaysia and the products manufactured by the 

pharmaceutical industry can be broadly categorized as prescription, over-the-counter 

medication, traditional medicine, and health and food supplements (mida.gov.my, 

2019). The Ministry of Health has issued policies that new pharmaceutical retailers 
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must obtain a licence from the National Pharmaceutical Control Bureau (NPCB) if 

they plan to open their outlets in Malaysia. This is to ensure the quality, efficiency, 

and safety of pharmaceutical products through its registration and licensing scheme. 

The NPCB will process and issue a license to the owner before the pharmacy is 

allowed to operate  (Gross, 2013; mida.gov.my, 2019). In addition, only a qualified 

pharmacist is allowed to open an outlet (Ukessays.com, 2015; npra.moh.gov.my). 

Hence, these regulations provide a positive impact to the existing pharmaceutical 

retailers as they help to reduce the probability of unqualified entrants to operate in 

the pharmaceutical business.  

 

This regulation is in line with the Good Manufacturing Practice (GMP) standards 

compliance that is practiced worldwide. The GMP which was developed and 

implemented since 1952 in Malaysia ensures that pharmaceutical products are 

consistently produced and controlled according to quality and safe for public 

consumption (www.wikipedia.org). To ensure that the GMP standards are 

implemented and followed by pharmaceutical firms throughout Malaysia, the NPCB 

monitors all the pharmaceutical products sold by pharmacies (Abdellah et al., 2016; 

mida.gov.my; npra.moh.gov.my).  In addition, officers from NPCB conduct regular 

monitoring or checking on the pharmacies to ascertain that only qualified or trained 

staff are allowed to dispense medication to patients.   

 

In 2014 there were over 2,000 pharmaceutical retailers (or also known as community 

pharmacies) which were registered with the NPCB (MOH’s Pharmaceutical Service 

Division Report, 2014). These were traditional convenience stores, drugstores 

(including Chinese medical halls), hypermarkets, supermarkets, modern convenience 

stores and specialty stores. Their products consist of prescription drugs, over-the-
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counter drugs, traditional medicines, and health and food supplements (MOH’s 

Pharmaceutical Service Division Report, 2012; npra.moh.gov.my). 

 

The major participants of pharmaceutical retailers in Malaysia are dominated by 

MNCs, such as, GCH Retail (M) Sdn. Bhd. and Watson Personal Care Store. In 

addition, other chains belong to local companies, such as, Caring Pharmacy, Cosway 

Pharmacy, Pharmaniaga Community Pharmacy, Health Lane Family Pharmacy, 

Georgetown Pharmacy, Kumpulan Farmasi Ehsan and Farmasi Vitacare. About 54 

percent of the market share is dominated by these giant retailers while the remaining 

46 percent is owned by small and independently operated pharmacies (Malaysian 

Pharmaceutical Retail Industry Marketing Essay, 2015). Table 2.1 shows the number 

of pharmaceutical retailers and location by state.  

 

Table 2.1 Number of Pharmaceutical Retailers in Malaysia 

 

 2009 2010 2011 2012 2013 2014 

Selangor 346 541 368 423 477 522 

Kuala Lumpur 199 230 217 225 270 271 

Pulau Pinang 263 250 280 290 236 239 

Johor 156 162 155 163 186 206 

Sarawak 151 153 141 143 167 170 

Perak 175 176 174 150 162 167 

Sabah 97 129 119 127 143 152 

Kedah 113 125 111 121 137 141 

Negeri Sembilan 54 57 58 63 70 76 

Kelantan 68 69 70 75 74 75 

Melaka 49 56 57 55 62 72 

Pahang 54 56 57 65 68 68 

Terenganu 25 25 24 26 25 26 

Perlis 11 13 13 12 13 15 

Labuan 6 5 5 5 5 5 

Total 1,767 2,047 1,849 1,943 2,095 2,205 

* Note: Data was available until June 2014. 

(Source: Pharmaceutical Services Division, The Ministry of Health, Malaysia 
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Under the NKEA programme, the Malaysian government has encouraged strong ties 

between local companies and multinational pharmaceutical retailers through contract 

manufacturing collaboration in order to gain a greater market access 

(www.mida.gov.my).  As a result, an MNC undertook an aggressive strategy for 

expanding its market share through a merger. For example, Watsons Personal Care 

Stores successfully merged with APEX Pharmacy Sdn. Bhd. in June 2005 which 

resulted in 211 outlets throughout Malaysia and became the largest community 

pharmacy retail chain (Ukessays.com, 2015) (Malaysian Pharmaceutical Retail 

Industry Marketing Essay, 2015).  They also offered competitive prices for their 

product lines in order to push their in-house brand and continued to focus on 

strengthening their operations, especially in marketing network (Malaysian 

Pharmaceutical society, 2013) 

Another multinational pharmaceutical retailer, GCH Retail (M) Sdn. Bhd. 

aggressively adopted an expansion strategy by launching new Guardian outlets. In 

2009, it launched 20 new outlets, proactively promoted its outlets to customers and 

achieved about 35 percent of the market share in 2009. In 2013, it had more than 400 

stores nationwide and was listed as the largest pharmacy chain in the Malaysian 

Book of Records  

 

These multinationals have also taken a broad approach in widening their business. 

Besides aggressively launching pharmaceutical retail outlets throughout Malaysia, 

they promoted their business to the private and government hospitals as well as to 

the private clinics that are owned by medical practitioners.  
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In addition, the multinational pharmaceutical retailers also applied a differentiation 

strategy by aggressively promoting their brand to all segments of customers from the 

low- to high-income earners. They engaged in regular promotions and extension of 

sales period to encourage spending and offer a combination of both pharmaceutical 

services and beauty care. The same strategy was practiced by Watson as it has also 

offered quality products at affordable prices to attract customers (Malaysian 

Pharmaceutical Retail Industry Marketing Essay, 2015). These approaches had put a 

pressure on the small pharmaceutical retailers to compete against giant 

pharmaceuticals (Hassali et al., 2011; Kho, Hassali, Lim & Saleem, 2017).  

 

Hassali et al. (2011) stated that, although there was an increase of self-medication 

practices among the Malaysian community, nonetheless, 69.4 percent of the 

population still seek a healthcare professional’s advice before they purchase any 

medication from pharmacies. Moreover, under the drugs control regulation that was 

set up by the Malaysian government, pharmaceutical products and other controlled 

drug items can only be sold and dispensed by  medical practitioners. Patients are also 

not allowed to purchase controlled medications at retail pharmacies without their 

doctor’s prescription.  Furthermore, doctors at private clinics and general 

practitioners still dispense medications to their patients as a part of professional 

practice (Malaysian Pharmaceutical Retail Industry Marketing Essay, 2015). This 

scenario has become another negative factor to the pharmacy practitioners, 

particularly to the retail pharmacies and small independent pharmaceutical retailers. 

Not only do they have to compete with the multinational pharmaceutical retailers, 

but they also have to compete with the private and government hospitals and clinics.  
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Furthermore, the general practitioners also enjoy better purchase discounts, unfair 

bonus schemes and exclusivity for selected items from pharmaceutical suppliers as 

compared to small retail pharmacies. As a result these general practitioners and 

private clinics can sell medications at cheaper prices to their patients. This 

discrimination of price practices gives another challenge to small pharmacies 

(Hassali et al., 2011; Kho et al., 2017). 

 

Dissatisfaction and challenge also arose among pharmaceutical retailers over price 

wars in the pharmaceutical industry. As there is no law imposed on the price control 

mechanisms by the government, many small pharmaceutical retailers indulge in 

price wars. This scenario gives an opportunity to the new and inexperienced 

pharmaceutical retailers with adequate financial backing to control the market by 

cutting prices or ‘price throwing’ of pharmaceutical products. As a result, the 

existing pharmaceutical retailers are forced to follow the same strategy to maintain 

their customers. In the end their profit margin decreases and, as a result, more 

pharmaceutical retailers that are owned by local entrepreneurs are forced to close 

down (Kho et al., 2017; Ying & Tze-Haw, 2014).  

 

Additionally, the uncertainties of the economic situation, the increase in 

unemployment rates and the affect of the oil price crisis worldwide have changed the 

spending habits among consumers. It has reduced their spending power and they are 

more concious about price changes when buying pharmaceutical products. For 

example, many pharmaceutical retailers have to deal with an increase in the number 

of customers who just drop in to compare prices without making any purchases. 

Furthermore, customers also delay the treatment for their illness and reduce their 
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expenditures on health supplements and vitamins. These scenarios are challenge to 

the pharmaceutical retailers (Kho et al., 2017).  

 

Hassali et al. (2009) and Kho et al. (2017) further noted that it is a challenge to 

acquire a position in the management of a pharmacy retailer. A manager must be 

proficient in managing human resources, finance, store inventory and marketing. 

However, due to lack of skills and experience, many of the owner-manager of the 

pharmaceutical retailers do not have concrete business strategies. Additionally, being 

overhelmed with the day-to-day management of their pharmacies, they do not have 

enough time for strategic planning, thus, are unable to respond to changes in the 

business environment. 

 

In order to survive, small and independent pharmaceutical retailers need to 

distinguish themselves by adopting their own strategies (Malaysian Pharmaceutical 

Retail Industry Marketing Essay, 2015). Previous literature found that, in order to 

survive, a few pharmaceutical retailers have a distinctive business strategy, such as, 

maintaining good rapport with customers, providing customised services and 

extending operating hours. In addition, some have introduced loyalty marketing 

programs in order to expand and leverage customers’ data. They focus on specific 

customers and provide special services to non-compliance medicating patients, 

uncontrolled diabetes patients and methadone replacement therapy for drug abused 

patients.  

 

Pharmaceutical retailers must have a marketing strategy due to intesified competitive 

climate and changes in customer purchasing patterns,. According to Gupta (2012) 

while a business strategy specifies how the business will compete in the marketplace, 
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a marketing strategy is a set of activities that are related to generating and sustaining 

competitive advantage to the business. With professional marketing competencies, 

pharmaceutical firms or other outlets that sell over-the-counter products will be able 

to gain competitive advantages (Wieringa, Reber, & Leeflang, 2015). 

 

A marketing strategy allows the owner-manager of a firm to understand the result 

(s)he wants to achieve and keeps everyone aligned with the goals and helps the 

manager to target their market segment and to communicate well with customers 

(Fazekas, 2013; O’Cass, Ngo, & Siahtiri, 2012; Todorovic & Ma, 2008). 

Furthermore, with the uncertainties of the economic situation, some consumers have 

switched to self-medication to avoid the high costs of doctor’s visits. This is a 

positive factor to the pharmaceutical firms and may lead to an increase in sales 

(Malaysian Pharmaceutical Retail Industry Marketing Essay, 2015). 

 

2.3  Strategic Management - Evolution and Definition 

The literature indicates that as an area of study, strategic management has attracted 

much attention because if this area of study adopted by the entire firm, it will help 

the organization to achieve strategic competitiveness and earn the above-average 

return. 

Strategic management is a relatively young area in the academic field. As such there 

are concepts which are borrowed from other fields such as economics, marketing, 

finance, sociology and psychology which are infused in strategic management (Nag, 

Hambrick, & Chen, 2007) 
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Mintzberg, Ahlstrand & Lampel (1998) discovered that strategic management 

consists of ten schools of thought according to their views, perspectives and 

disciplines (Hitt, Duane, & Hoskisson, 2011;  Okumus, Cathoth, & Levent., 2010, 

Ralph, 2011; Stuart & Dess, 2014).  

The first school of thought is a design that purported to examine the fitting between 

an organization’s internal capabilities and external opportunities. This emphasised on 

the relationship between environment and organizational structure during a strategy 

formulation and implementation process. 

The second school of thought is called planning that emphasised on conceptualized 

of strategy and step-by-step approach during strategy formulation and 

implementation of process. It stressed more in formulation process and a strategy 

appeared as a result from this process. 

The third belief is positioning and they emerged in the 1980s. This emphasized more 

on the strategy typology and emerged from the work of Porter (1980) 

(Okumus.,2010). It focused more on competitive advantage and industry structure. 

From this school of thought, we are introduced to the Porter’s generic strategies that 

consist of leadership cost, differentiation, and focus. Besides that, we are also 

introduced to five force of competitive analysis ( five force model), and a BCG 

matrix for portfolio analysis. 

The fourth belief is the entrepreneurial notion. This is related to a decision making 

and strategy formation process. This school of thought claimed that the decision 

making process and leadership style would influence the organization’s strategic 

posture. The strategy was conceptualised based on leader’s thinking, intuition, 

experience, and insight (Okumus.,2010). 
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The next school of thought is cognitive notion that emphasized on decision maker’s 

cognition and mind in driving the strategy making process. They claimed that the 

manager’s cognitive skill and his perspective to the environment would influence the 

strategy formation process. This belief still exists and contributes to the strategic 

management field (Okumus.,2010). 

The learning is the sixth school of thought in the strategic management field. This 

belief supports the notion that a strategy making process is based on the foundation 

of learning. It focuses more on organizational capabilities and competencies as a 

core to maintain sustainable competitive advantage. It is noted that the strategy 

formulation process is a result from constantly learning about strategy formation and 

its relationship between various elements in the environment (Okumus.,2010). 

The seventh belief is viewed as strategy formation from a powerful perspective. This 

notion examines the power and political factors in order to put an organization in a 

good position in the market. It believes that the power plays, ploys, and tactics are 

important components of an organization in vying for a position in market places. 

The next belief is the cultural notion that emphasized on an organization as a whole 

and strategy formation is a result from the interaction process (Okumus.,2010). They 

believed that the strategy and the changes in the organization are formed by the 

collective actions between members and the organizational culture. 

The ninth belief is related with the environment. They believe that the external 

environment will influence the strategy formulation and implementation process and 

the firm is a part of the environmental elements. The manager will scan the 

environmental force that impact the firm’s position and adapt their firm to this 

environment in order to achieve competitive advantage (Okumus.,2010). 
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The last school of thought is configuration, which views a strategy as 

transformational. They believe that the life cycle of an organization is essentially a 

pattern that emerged from the various configurations and transformational processes 

and the strategy is to ensure that firm is able to recognize the need of change while 

transforming from one stage to another stage during its productive life 

(Okumus.,2010). 

Although there are variations in disciplines and perspectives among scholars, the 

main objective of strategic management remains the same, that is, to enhance 

organizational competitiveness and performance (Hashim, 2008; Hubbard, 2000;  

Jasper & Crossan, 2012) 

 

Strategic management has taken a long time to develop and established. In the 

1960s, strategic management had become popular among academicians and 

professionals as guides for managers in managing the organization. During this 

period, emphasis was given more on the leader’s roles and responsibilities such as, 

leadership, interpersonal relationship skills, and system, process, and structure in an 

organization (Jasper & Crossan, 2012; Okumus et al., 2010). However, by the 1970s 

to early 1980s, the paradigm shifted to strategic planning and the focus was more on 

analysis and planning. Strategic planning is normally delegated to a special 

department responsible for developing business and corporate strategies (Okumus 

et.al., 2010). 

 

In the 1990s the paradigm shifted again and this time it focused more on corporate 

philosophies and the firm’s internal resources, competencies and talent availability to 
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maintain a competitive advantage (Campbell, Edgar & Stonehouse, 2011; Hashim, 

2008; Hitt et al., 2011).  

 

Due to the rapid growth of interest on this topic, there are various definitions, 

interpretations, adaptations and concepts of strategic management in the literature 

according to their discipline and paradigms. Nonetheless, scholars have not 

universally accepted a single definition of strategic management (Furrer, Thomas, & 

Goussevskaia, 2008; Hashim, 2008; Johnson et al., 2008;  Zakaria, 2010). Wheelen 

& Hunger (2004) defined strategic management as a set of managerial decisions and 

actions that determined the long-term performance of a firm. It consists of 

environmental scanning, strategy formulation, strategy implementation and control. 

In another study, Cauwenbergh & Cool (1982) defined strategic management as the 

process of formulation and implementation of calculated behaviours in new 

situations and a basis of future administration when a repetition of circumstances 

occurred. Strategic management can also be defined as, “a full set of commitments, 

decisions and actions that are required for a firm to achieve its competitiveness and 

able to earn more than average returns” (Hitt et al., 2001).  

 

From the discussion, one can summarise that strategic management is related to a 

position of the firm within an attractive and manageable environment (Amason, 

2011) by exploiting their core competencies and coordination of actions to gain a 

competitive advantage (David et al., 2011; Hitt et al., 2011). It is also used to 

determine an organization’s objective, to help it to survive for a long period of time 

(Lynch, 2000;  Philip et al., 2010), to achieve the firm’s objectives  (Faulkner & 

Campbell, 2003) and to improve the firm’s financial gains in a dynamic and complex 

environment (Wheelen & Hunger, 2004;  Zakaria, 2010).  
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Many organizations have adopted strategic management in their daily practice in 

order to formulate and implement their strategy for achieving competitiveness 

(Sulaiman & Hashim, 2003). Furthermore, strategic management principles can help 

the owner-manager of the business entity to ensure strong alignment between the 

strategy (s)he chose with the firm’s elements such as, organizational culture, 

organizational structure, style of leadership, skills, and systems to enhance 

performance (Mazzarol, Clark, & Reboud, 2014). 

 

2.3.1  Elements of Strategic Management 

According to Hitt et al., (2011) the main purpose of a firm in acquiring a strategy is 

to maintain its performance, earn above-average returns and achieve a competitive 

advantage. To achieve these, it should understand the five main elements of strategic 

management, mainly, analysis of the environment, strategy formulation, 

development of business strategy, strategy implementation, and evaluation and 

control of outcome (Bordean, Borza, Rus & Mitra, 2010; David et al., 2011; Hashim, 

2008; Wheelen & Hunger, 2004).  

 

Many firms are aware of the importance of environmental scanning. As suggested by 

Okumus et al., (2010) managers should frequently scan the environment in order to 

keep abreast of developments in the environment. By scanning the environment, the 

manager is able to assess trends that help to create opportunities or pose treats to the 

firm. The aim of performing environmental scanning is to identify a strategic factor 

in determining future directions of the firm  (Aaker, 2001; Wheelen & Hunger, 

2004). 
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Environmental analysis is the process of identifying and understanding the industrial 

environment and to find the opportunities and threats created by this force. The 

organization should respond effectively to the environment in order to survive and 

become effective. There is a positive relationship between the process of 

environmental analysis and the organization’s gains where the organization will use 

the information that they have gathered from environmental analysis to formulate, 

implement, and control their strategies. Most of the successful organizations are 

efficient in analysing their environment and react accordingly (Cheng et al., 2014; 

Hashim, 2008; Wheelen & Hunger, 2004). 

 

Kotler et al ( 2010), Hashim (2008) and  Wheelen & Hunger, (2004) showed that 

there are two aspects of environmental analysis which should be considered during 

this process, namely, internal and external analysis. Furthermore, the simplest way to 

conduct environmental scanning is by performing a SWOT analysis (Kotler et al., 

2010; Wheelen & Hunger, 2004). SWOT analysis is a popular tool that can be 

conducted with a little preparation. It can be used to examine an organization’s 

market position, a product or a brand, outsourcing opportunities and other purposes. 

Additionally, this tool can be used in a variety of situations and contexts, from a 

small department meeting to large corporate gatherings (Walston, 2014).  

 

This framework consists of two elements, specifically, the internal and external 

analysis (Kotler et al., 2010; Wheelen & Hunger, 2004).  Wheelen &  Hunger (2004) 

noted that an external analysis consists of two sections, namely, ‘task environment’ 

that directly affects the firm, and ‘industry analysis’ that refers to an in-depth 

examination of key factors within a firm’s task environment. They contend that both 
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of the societal and task environments must be monitored in order to detect the 

strategic factors that can affect performance. However, this effort is still not enough 

to ensure the firm’s success. In addition to the external analysis, firms are advised to 

perform an internal analysis by identifying internal strategic factors in determining 

their strengths and weaknesses (Hitt et al., 2001). Often referred to as organizational 

analysis, it focuses on identifying and developing an organization’s resources 

(Aaker, 2001; Wheelen  & Hunger, 2004) 

 

The internal analysis will help firms to identify why there is a difference in their 

performance although both firms operate in the same industry and face the same 

external environment. Thus, the variation in their performance is due to differences 

in their internal factors, such as resources and capabilities. Their competitive 

advantage can be driven by core competencies (Barney, 1991; David et al., 2011; 

Sadler, 2003). Wheelen and Hunger (2004) stated that the internal environment 

consists of organizational culture, structure and resources and it is represented by the 

strengths and weaknesses of the organization. On the other hand, the external 

environment comprises of the economic, technology, political-legal, and socio-

cultural which represent the opportunities and threats to the firms. All information 

that is obtained from the environmental analysis would be used during strategy 

formulation (Aaker, 2001).  

 

After analysing the internal and external environments and understanding the firm’s 

capabilities than the firm then enters a strategy formulation phase (Mintzberg, 

Ahlstrand, & Lampel, 1998). This is crucial and it needs the manager’s assurance 

that the strategic choice would have a positive impact on the firm. It consists of the 
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firm’s mission, goals and selection of a desired strategy (Bordean et al., 2010; 

Sulaiman & Hashim, 2003).  

 

According to Carpenter & Sanders (2009), strategy formulation and strategy 

implementation are iterative and interdependent. Both processes are unable to 

succeed without the another. Okumus et al. (2010) stated that a strategy formulation 

involves  understanding the bases, generating a strategic option, and evaluating and 

selecting the best option.  

 

Strategy implementation is about how to put a formulated strategy into action or 

practice. It is a process of facilitating the strategies into action and converting a plan 

into reality (Allen, 2011) and it involves utilising the firm’s resources and its 

capabilities (Alexander,1999; Mintzberg & Waters, 1985). In addition, the 

development of a strategic plan is based on the firm’s strengths and weaknesses. This 

process involves many activities, such as, defining a firm’s vision and mission, 

determining a specific performance, developing strategies for achieving objectives, 

and establishing policy guidelines (Sulaiman & Hashim, 2003). 

 

At this stage, the firm needs its managers and employees to work together to achieve 

the firm’s objective. According to Raps (2005), the implementation is the de facto of 

the success rate of intended strategies where the firm is required to translate their 

strategy into actions through specific programs and procedures. The changes in the 

firm’s structure, culture, and resources are needed in order to achieve its 

organizational goal (Sulaiman & Hashim, 2003). 
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The last stage or elements of strategic management is strategy evaluation and 

control. Hashim (2008) stated that at this stage, the manager would collect and 

compare their performance with targeted objectives and corrective actions would be 

taken if needed to ensure that objectives are being met. This statement is also 

supported by Wheelen and Hunger (2004) who note that the evaluation and control 

of strategy is the end of a strategic management model. Management should evaluate 

the performance of their firm to identify whether their strategy formulation and 

strategy implementation are successful or need further adjustment. Here performance 

is closely monitored and if any problem arises, corrective actions would be taken 

(Bordean et al.,2010). Thus, performance, is the end result of activities and 

sometimes is called the outcome of the strategy management process (Okumus, 

1999;  Wheelen & Hunger, 2004). Performance is an empirical measure of strategy 

and if the firm can achieve higher returns as compared to its competitors, then the 

company has chosen the right strategy (Kotler et al., 2010). 

 

2.4 Strategy and Business Strategies  

The word strategy is derived from a Greek military term, ‘strategia’ or ‘strategos’ 

which means “a plan for action” (Amason, 2011; Gerry, Kevan, & Richard, 2008; 

Kotler, Roland, & Nils, 2010). It proposes on making decisions based on the 

enemy’s strengths and weaknesses (Hashim, 2008).  Okumus, Cathoth, & Levent 

(2010), Mason & Gerard (2009), and Mintzberg and Waters (1985), defined strategy 

as a process of analysis, formulation, evaluation and implementation to achieve the 

firm’s goals in the future.  Strategy can also be defined as the establishment of the 

long-term objectives, the adaptation of actions and the allocation of resources to 
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achieve the goals (David et al., 2011). However, Kotler et al., (2010) noted that 

vigorous research and approaches were used to define strategy. Nonetheless, the 

more they attempted to find a definition, the more they become confused. They 

noted that, “nobody really knows what strategy is. Although a lot of studies were 

conducted to define the term, strategy and its concept, the results have increasingly 

blurred our views about what strategy is really about.” (Kotler, et al, 2010, p.135). 

The strategic management literature has emphasized that to achieve a competitive 

advantage in a dynamic and uncertain environment, the owner-manager of the 

business must have a coherent business strategy (Dallas, Dowling, Hitt,  &  Irelend, 

2001; Wheelen & Hunger, 2004). According to Carpenter & Sanders (2009), Hashim 

(2008), and Hitt and Ireland (1985) there are two levels of strategies in most firms, 

namely corporate level strategy and business level strategy. However, these levels of 

strategies are the same in smaller organizations or organizations with a single 

business concentration.  

 

Corporate strategy deals with issues such as the nature of business, the direction in 

which to develop its business activities, and the market the firm wants to compete in, 

where the focus is more on long-term growth (Wheelen & Hunger, 2004). On the 

other hand, business level or competitive strategies deal with a specific business 

activity, industry, or market and are usually developed at the strategic business units 

(Hashim, 2008). Its focus is on coordination of commitments and actions by 

exploiting core competencies in specific and individual product markets and 

providing a value to customers for gaining a competitive advantage (Dallas et al., 

2001). 
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Rapid changes in technology, political, economic, and social environments, as well 

as the drastic shortening of product life cycle leading to competitive advantage is 

often debatable. This phenomenon has triggered firms to search for strategies that are 

capable in producing a sustainable competitive advantage by the creation of new 

business knowledge  or business strategy (Campbell et al., 2011).  

 

Business strategy is important to the firm and an appropriate strategy can drive a 

firm to enhance its performance. Business strategy can be defined as how firms 

compete in an industry or market (Olson, Slater, & Hult, 2005). In another study, 

Zahra & Covin (1993) defined business strategy as long-term plans or actions that a 

firm must pursue to achieve its goals or objective.  

 

Hashim (2008) noted that the overall objective of business strategy is to ensure the 

firm’s long-term survival. The firm needs a business strategy with a well-defined 

scope and directions to guide it to accomplish its organizational objectives.  In an 

uncertain environment, only those firms that have a business strategy and at the same 

time, is able to align it with their environment will survive (Nandakumar, 

Ghobadian, & O’Regan, 2010). From the business strategy perspective, firms can 

achieve a competitive advantage if managers can develop a competitive strategy 

using the firms’ resources and capabilities and, at the same time, tare able to 

implement the entire strategy well considering the opportunities and threats in the 

external environment  (Sehgal, 2011;  Rothaermel, 2013). 

 

Okumus, Cathoth, & Levent (2010) and Carpenter & Sanders (2009) stated that the 

purpose of business strategy is to improve the competitive position of a firm in the 

marketplace. Unlike a corporate strategy, a business strategy focuses on specific 



32 
 

activities and determines a competitive approach toward competitors (Wheelen & 

Hunger, 2004).  Mudambi (1994) noted that strategy varies depending on the degree 

of risk, profitability, and compatibility of the firm’s resources and strength. 

Furthermore, political changes, demographic, socio-economic and consumers 

lifestyles have also become other important factors in the choice of strategy. It 

depends on the managers to decide which strategy is most suitable in order to 

generate a competitive advantage to the firm. 

Business strategy typologies are the framework that classify multiple competitive 

strategies available to certain business units and these typologies are developed and 

used as a theoretical basis for identifying strategic groups among business entities 

(Anwar & Hasnu, 2016). There are a few typologies that are frequently adopted and 

practiced in current business, such as Porter’s (1980) generic strategies,  Ansoff’s 

Product/Market Matrix, Knee and Walter’s Retailing Matrix, Robinson and Clarke-

Hill’s Matrix, Duke’s Retail Saturation Matrix (Mudambi, 1994), Miles and Snow 

typology (Miles et al., 1978) and Resource-Based View (Barney,1991).  

 

According to  Salavou and Sergaki (2013) and Garrigós‐Simón and Marqués, (2005) 

Porter’s generic strategies are widely acknowledged and dominant in the literature of 

marketing and strategic management. They noted that, “Of the many different kinds 

of competitive strategies, the most known and commonly used is Porter’s (1980) 

generic competitive strategies”.  

 

Porter (1980) asserted that there are three types of strategies commonly used in a 

business entity to attain a competitive advantage. These strategies are focus strategy 

(segmentation strategy), differentiation strategy, and cost leadership strategy (Allen 
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& Helms, 2006; Hashim, 2008; Hill, 1988; Pretorius, 2006; Rothaermel, 2013;  

Sehgal, 2011).  

 

Shinkle, Aldas, & Hundley (2013) stated that the functions of Porter’s generic 

strategies are divided by two sets of choices, namely, cost leadership and 

differentiation. They further noted that under the cost leadership strategy, a firm will 

compete with its rivals based on efficiency and cost, while differentiation strategy 

emphasizes innovation and flexibility. Rothaermel (2013) and Sehgal (2011) also 

suggested that Porter’s generic strategies have two fundamentally different generic 

business strategy, namely, differentiation and cost leadership. A differentiation 

strategy is about a firm creating a higher value and unique features of the products 

for their customers in comparison with what their competitors are offering. On the 

other hand, a cost leadership strategy focuses on a firm trying to offer their products 

to customers at a lower price as compared to their competitors.  

 

A firm will achieve a competitive advantage by implementing either one of these 

strengths and these strategies are named ‘generic strategies’ because they are equally 

applicable across industries and businesses (Rothaermel, 2013). Porter noted that a 

firm which implements both strategies would become ‘stuck in the middle’ and will 

experience low profitability (Hill,1988; Rubach & McGee, 1998; Thornhill & White, 

2007).  

 

However, according to Lietner & Guildenberg (2010), some authors has recently 

criticized using a single strategy as suggested by Porter (1985) and claimed that the 

combination of cost leadership strategy and differentiation strategy could also be a 
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valid option.  This ‘hybrid’, ‘mixed’ or ‘combination’ strategy is able to achieve 

equal or greater financial performance than firms which pursues a single strategy. 

 

Although Porter’s generic strategies has attracted discussions and arguments among 

academicians, his strategy matrix has dominated corporate competitive strategy for 

more than 30 years (Pretorius, 2006). This typology has also become a classic 

strategy literature (Hill,1988; Rubach & McGee,1998). 

 

Another prominent theory in strategic management was introduced by Miles & Snow 

(1978) to examine the interaction between the firm and its environment.  The 

important role of the business environment to a firm’s operations are also supported 

by many researchers as it can create both opportunities and threats to the firms (Gray 

& Saunders, 2016; Lin & Tsai, 2016; Van Dut, 2015). The firm and its environment 

are interrelated and, thus, firms should adapt the right strategy to changes in the 

environment to achieve better performance. If firms are able to ‘fit’ their 

organizational structure to the environment, they will achieve better performance. 

The Miles and Snow typology (Miles et al., 1978)  has four types of strategies, 

mainly,  prospectors, analyzers, defenders, and reactors based on the pattern of 

strategic actions taken by the firm’s strategic business unit to match with the changes 

in the environment (Anwar & Hasnu, 2016, 2017; Conant et al., 1990; Shinkle et al., 

2013). Similar to Porter’s generic strategies, the Miles and Snow typology is also 

frequently cited and has generated a large amount of interest among researchers 

(Anwar & Hasnu, 2016; Reichborn-Kjennerud & Svare, 2014, Shinkle et al., 2013). 
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Yasmina, Avanti and Zakaria (2013) stated that the practice of a single strategy and 

single source of advantage is no longer sufficient in this current environmental 

uncertainty. Firms need to implement new mechanisms or make changes in their 

strategy to maintain their competitive advantage. Spillan and Parnell (2011) argued 

that a flexible and combination of strategies and the ability to adapt to the 

environment are viable in a long run. A business that is simply reacting to the event 

and the environment will not outperform their competitors. They showed that 

strategic flexibility or a combination of business strategies between low cost and 

differentiation strategies proved to be a more viable option among private firms in 

Guatemala in the long run. 

 

Many contemporary researchers started to argue and challenged the original idea that 

the pure strategy that was proposed by Porter (1980) and the Miles and Snow 

typology (1978) will lead to superior performance (Anwar & Hasnu, 2017). In 

addition, an increasing number of researchers examined if other strategies, such as 

the hybrid strategy will provide a competitive advantage to the firms that are 

practicing it. Many studies that examined the strategy-performance relationship 

using Miles and Snow typology found conflicting and mixed findings and noted that 

there are still unresolved issues that present a gap in the literature. 

 

In a study on retailers in the United Kingdom, Resnick, Foster, and Woodall (2014) 

showed that as differentiation through products become increasingly difficult for the 

business entities to achieve a competitive advantage, firms should adopt an 

alternative strategy, such as to increase interaction between its employees and their 

customers and offer quality services. Adopting this strategy in their daily operations 

will create a ‘retail experience’ that will distinguish themselves from their 
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competitors. This will also show the quality in their service and will play an 

important role in influencing customers to choose their stores. 

 

 2.4.1 Business Strategy and the Small Retailers’ Performance 

Retailers act as intermediaries that help suppliers to find a market for their products 

and they also help consumers to buy what they need and desire (Niemeier, Zocchi, & 

Catena, 2011). According to  Hassan, Sade, and Rahman, (2013),  “ A  retailer is an 

organization that is owned and operated by the  individuals at the retail level which 

involves a transaction where a buyer intends to consume a product.” 

 

Retailers are mostly run by family members who do not work as full-time staff. 

Their stores are usually located near residential areas in order to fulfil any 

emergencies and ad-hock buying. They offer the right assortment and limited 

selection of brand products and their prices are higher by 20 - 25 percent from the 

supermarket or hypermarket. However, their stocks are limited when compared to 

hypermarkets because they keep less stock on their premises (D’Andrea & Aleman, 

2006; Khare, 2014).  

 

Hypermarkets first started operating in Malaysia in 1994. Its growth led to changes 

in large-scale retailing and became a starting point to the decline of small retailers in 

residential communities (Holst, 2014). This concept of supermarket was highly 

accepted by Malaysian consumers as a main channel to purchase basic necessities 

and the number of consumers who patronized hypermarkets increased.  On the other 

hand, the number of traditional retailers and shops started to decrease especially in 
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the Klang Valley. Many of the retailers who were affected had to close their business 

and filed for bankruptcy (Abdullah, Mohamad Arshad, & Abdul Latif, 2011; Choo, 

2010; Hassan, Sade, & Rahman, 2013; Holst, 2014; Terano, Yahaya, Mohamed, & 

Saimin, 2015). 

 

In order to prosper and cope with those situations, retailers need to adjust their 

operations and one of the effective measures is by having a business strategy (Maki 

& Kokko, 2012). In addition, many other researchers also argued that business 

strategies are associated with firm performance (Garrigós-Simón et al., 2005; Gurau, 

2007; Hashim, 2005; Hitt & Ireland, 1985; Mudambi, 1994; Okumus et al., 2010; 

Powers & William, 2004; Wheelen & Hunger, 2004;  Zakaria & Dahlan, 2014). 

Previous literature showed that there is an increasing number of studies that 

examined the relationship between business strategy and performance in small 

business (Abdullah et al., 2011; Abd.Wahab, 2007; Armstrong, 2012; D’Andrea & 

Aleman, 2006; Friis, Holmgren & Eskildsen, 2016; Kumar et al., 2014; Mazzarol & 

Reboud, 2009; Megicks, 2007; Nadim & Lussier, 2012).   

Gopalakrishna and Subramaniam, (2001) examined the use of Porter's (1980) generic 

strategies of overall cost leadership and differentiation in pure and hybrid forms, and 

their effect on performance in the context-specific setting of a developing country 

such as India and found that the organizations that followed a combination of cost 

leadership and differentiation strategies (“hybrids”), in general, had the best 

performance of all groups on a variety of performance measures. 

Resnick, Foster, and Woodall, (2014), suggested to entrepreneurs and business 

owners to apply and focus on customer-staff interaction and relationship when 
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differentiation through product becomes increasingly difficult to distinguish business 

entity with other competitors. They conducted a study in an established health and 

beauty retailers in the United Kingdom and found that, a superior customer 

experience seems to be one of the central objectives in today’s retailing environment. 

Through high level of retail service quality and the combination with other factors, 

such as physical facilities, merchandise post-transaction satisfaction and store 

atmosphere creates a competitive advantage. 

In his study on 305 of the independent retailers in the urban area in the United 

Kingdom,  Megicks, (2007) found that by using customer service, focus, channel 

expansion, cost reductions and efficiency saving, specialization, low cost, and 

diversification strategy, the result shown that most of them are able to achieve 

superior performance even they are facing competitions from large retailers. 

Parnell and Lester (2008), Sarah, Spencer, Joiner, and Salmon, (2009), Toften and 

Hammervoll, (2010), and Turner and Endres, (2017), in their study recommended an 

alternative strategy for small retailers to adopt. They suggested small retailers to 

come out with an alternative strategy such as, offering a limited product line, 

competing on the quality of products offered, and become a niche or specialization in 

certain areas that big boxes are unable to compete instead of just practicing a low 

cost strategy.  According to them, this type of business strategy are more profitable 

because it usually neglected or ignored by the big boxes who prefer to focus on the 

economics of scale or low cost strategy. By focusing on the distinct set of customer’s 

need, they will pay a premium to the retailers who can fulfil their needs.  In addition, 

the small business or retailers can earn the profit and growth by exploring the 

markets that are too fragmented and small for a big company to operate cost-
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effectively. Finally, this type of market segment can be a barrier for other 

competitors to enter the market.  

Finally, Armstrong (2012) states that although small retailers lack in their resources 

and ability to compare with big box retailers, they can still survive due to practicing 

an alternative strategy such as providing superior value products or service, offering 

a higher level of quality product, and giving better service to customers such as 

building better relationships and loyalty. By adopting those strategies they are able to 

provide value to customers and differentiate themselves from competitors. 

In summary, because small retailers do not enjoy the economics of scale and 

considerable power over their suppliers and customers as enjoyed by the big 

companies, for survive in the market place, the literature suggests the small firms to 

adopt various alternative competitive strategies such as serve narrower market 

segment, serves high level of customer service, offering high quality product, create 

an exclusive store environment, and offering limited product line  (Armstrong, 2012 

, Ebben & Johnson 2005, Walsh, 2014, Parnel & Lester, 2008, and Turner & Endres, 

2017).   

Table 2.2 shows that many studies recommend for small retailers to have an 

alternative strategy such as, offering a limited product line, competing on the quality 

of products offered, or become a niche or specialized in certain product lines. These 

types of strategies are more profitable because they are usually neglected or ignored 

by the big-box stores or hypermarkets which prefer to focus on economics of scale or 

low-cost strategy.  Small retailers should take advantage by focusing on a distinct set 

of customers who will pay a premium to have their needs fulfilled.   
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Table 2. 2  Previous Research on Business Strategy in a Small Business 

 

Author (Year of study) Type of Business Strategy Findings 

Armstrong, C. E. (2012) Narrow market segment, 
exclusive store environment, 

customer service, offering 

limited product lines. 

Small businesses can survive and grow 

by pursuing these types of business  

strategies. 

Spencer, S. Y.,  Joiner, 

T., & Salmon, S. (2009) 

Product flexibility, customer 

service 

Firms that pursue these strategies utilize 

non-financial as well as financial 

performance measures. 

Parnell, J. A. & Lester, 

D. L. (2008)  

Limited product lines, quality 

products, niche or 

specialization 

By practice these types of alternative 

strategies help to avoid direct 

competition between small retailers with 

the superstores and earn above average 

returns. 

Megicks, P. (2007) Customer service, focus, 

channel expansion, cost 

reduction and efficiency 

savings, specialization, low 

cost, and diversification 

Business level strategy variables have a 

significant influence on performance. 

Gopalakrishna, P. & 

Subramaniam, R. (2001) 

Cost leadership, 

differentiation and hybrid 

strategy (combination of cost 

leadership and differentiation) 

The hybrid strategy generates best 

performance to compare with cost 

leadership and differentiation strategy. 

 

This study adopted a retail business strategy that was developed by Megicks (2007) 

to examine the strategy types among pharmaceutical retailers in Peninsula Malaysia. 

This instrument was originally designed for measuring business strategy practises 

among retailers and have emanated from such work including sales service, 

merchandise differentiation, price leadership, and differentiation strategy. It was also 

used by previous researchers such as Carroll, Lewis, and Thomas (1992), Flavian 

and Polo (1999) and Lewis and Thomas (1990) to examine the level of business 

strategy in retailing. Thus, the instrument was suitable for this study. 
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2.5  Marketing Competency 

In most strategic management literature, resources, capabilities and competencies are 

central concepts. These concepts are vital in the sense that they are able to 

complement the strategy in organization to achieve performance. 

The theory of resource-base view in strategic management was intended to examine 

the resources and firm’s capability to generate a higher income and at the same time 

build competitiveness against their rivals (Santema & Rijt 2005; Moses & Tailan, 

2007; Newbert, 2008;  Barney, 1991). 

This theory was developed by Wernerfelt (1984), in an attempt to build a consistent 

foundation for the theory of business policy.  From that point, it has been explored in 

the academic literature as a means to explain the role of a firm’s resources in 

generating competitive advantages (Clulow, Gerstman, & Barry, 2003). 

According to Carpenter and Sanders (2009), because of tangible resources such as 

land, debt financing, commodities, and unskilled labour are easy to identify and 

imitate, these resources are not a source of competitiveness. At this point, if firms 

tend to compete and create a differentiation from their rivals, they should create a 

special capability that their rivals could not. This concept was called ‘distinctive 

competency’ and it was the base for achieving sustainable competitive advantage 

and superior performance (Snow & Hrebniac.,1980 , Mooney.,2007, Hitt et 

al.,2005). 

Capabilities can become distinctive competencies and growth drivers to company. 

However, it is relatively easy to learn or imitate another firm’s core competency or 

capability. In order to prevent their competency and capabilities from being imitated 
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by a rival, it need the firms to ensure their competency achieved a ‘tacit knowledge’ 

level among employees in their organizations (Sadler, 2003 and Wheelen & Hunger, 

2004). When their organization poses this feature, their competencies and 

capabilities are unable to be imitated by competitors and this become distinctive 

competency. 

While Porter generic strategies focused more on environmental condition that is 

favourable to the firm’s performance. Lamb (1984) analyzed threats and 

opportunities from an environment that affect a firm’s performance and the resource- 

based view (RBV) tend to examine the link between a firm’s internal characteristic 

and performance (Barney, 1991). In other words, this theory is seeking an internal 

reason for the firm to achieve a superior performance. It examines how an 

organization manages, deploys, and aligns its resources and capabilities in order to 

produce of product or service to customers (Campbell et al., 2011). Furthermore, the 

linkage between Porter generic strategies such as, cost leadership, differentiation, 

and focus strategy  to the performance relation of the firms have not been 

conclusively established.   

This theory contended that the firm’s internal resources can be effectively developed 

and deployed for generating a superior performance and to sustain competitive 

advantage as long as they have a unique collection of resources and capabilities that 

are not simultaneously implemented by any current or potential competitors (Clulow, 

Gerstman, & Barry, 2003; Moses & Tailan, 2007; Newbert, 2008). 

According to Sadler (2003), resource-base view provides an injection of reality into 

the firm because from their perspective a strategy is based on firm’s resources and 

capabilities and it is more stable and of long term focus. It also provided us with an 
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understanding, that a firm’s resource is critical to strategy formulation and sustained 

success.  

In order to formulate and implement a strategy, the firm must have certain types of 

resources and capabilities that combine and create core competencies. For achieving 

a core competency in a dynamic fashion, firm’s internal strengths should be changed 

with their external environment by leveraging of their resources and capabilities 

through their activities (Rothaermel, 2013). 

Ristovska ( 2013), Gamble et al., (2013), and Hanson et al.,( 2001) stated that the 

company’s strategy must be tailored and aligned with their available resources in 

order to gain more power.  On the other hand, by analysing the firm’s resources and 

capabilities, they are able to avoid the external threats in the firm’s competitive 

deficiency area and later preventing them from entering an immediate crisis. 

 

2.5.1  Marketing and Marketing Competencies among Small Retailers 

Marketing is relevant for all types of business entities because the knowledge and 

understanding of the marketplace reduces the risk of business failures, contributes to 

the understanding of customer needs, and to adapt to the changing environment 

(Fifield, 2007; Walkmann, Tokarski, & Grunhagen, 2010).  

Marketing strategy is defined as a set of integrated decisions and actions which firms 

want to recognize and meet customer needs in order to achieve their marketing goals 

(Mohammadzadeh, Aarabi, & Salamzadeh, 2013). Kotler, (2012) defined marketing 

as the art and science of exploring, creating, and delivering value to satisfy the needs 

of a target market and eventually making a profit. Marketing activities include the 
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process where the firm identifies the unfulfilled needs and desires of customers, 

measures and quantifies the size of the target market, pinpoints the market segment, 

and finally designs and promotes the appropriate products and services to the entire 

market. 

 

Sexton (2008) defined marketing as understanding what the customers want and 

trying to give products or services at a price that they are willing to pay while 

providing the firm with an acceptable profit. In addition, marketing is about 

strategically choosing the target customers, designing products or servicing them, 

building reputation based on things that the firm does well, as well as promoting, 

advertising, and distributing products or services to the entire market. 

 

Factors that determine the success of business entities had been the subject of many 

academicians and practitioners and one of the reasons for failures in small business 

is due to lack of marketing or poor marketing practices (Donnelly, Simmons, 

Armstrong, & Fearne, 2012;  Fillis, 2010; Kotler, 2012; Scheers & Makhita, 2016; 

Sexton, 2008). They noted that  successful entrepreneurs are those who follow the 

marketing principles because they believe that their business need to attract 

customers and differentiate themselves from other competitors in the marketplace. 

 

Kotler, Keller, Ang, Leong, & Tan (2009) argued that financial success depends on 

marketing ability and that all types of organizations depend on their marketing 

department for success. Other departments such as operation, finance, and 

accounting will not really matter if there is insufficient demand for the products or 

services they offer. However,  Lin, Hsu, & Yeh (2015) stated that marketing is not 

the business of one department but it involves all departments and requires both top-
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to-bottom and cross-functional co-operation within the firm. Furthermore, the whole 

firm must possess superior skills in customer orientation, cultural orientation, and 

behavioural orientation in order to prioritize customers’ satisfaction and needs. 

 

Marketing scholars consistently argued that to thrive in a competitive market and the 

current business environment, it is imperative for businesses to utilize sound 

marketing practices (Kuada, 2016). He suggested for business owners to be market-

orientated firms by frequently collecting information about their customers and 

taking necessary actions to fulfil their customers’ satisfaction, quickly responding to 

challenges from competitors, and willing to make appropriate strategic adjustments. 

As noted by Murray, Yong Gao, and Kotabe (2011), resources are observables and 

can be traded but capabilities are not observables. Capabilities can be formed by 

accumulating the firm’s knowledge and skills, such as knowledge about customers’ 

needs and responding to these needs. Thus, the  firm can enhance its performance 

and competitiveness. This  argument supports the resource-based view which says 

that a firm will perform well if it develops distinctive capabilities that allow it to 

outperform competitors. One of the capabilities that a firm can develop is marketing 

competencies (Kim Man, 2009; Lin et al., 2015; Mcgee & Peterson, 2000).  

 

Cruz-Ros, González Cruz, and Pérez-Cabañero (2009) defined marketing capabilities 

as, “a set of complex resources and skills in the marketing field resulting from a 

process of knowledge accumulation and its integration with values and norms 

developed through organizational process from all over the firm”. Similarly, Kajalo 

and Lindblom, (2015) defined marketing capabilities as the integrative process 

designed to apply the collective knowledge, skills and resources of a firm to the 
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marketing needs of the business. It enables the business to add value to its goods and 

service, meet competitive threats, and enable the firm to take advantage of market 

opportunities. 

 

Marketing competencies refer to functions that an organization does well in 

comparison to their  competitors (Conant, Smart, & Solano-Mendez, 1993; 

Krasnikov & Jayachandran, 2008; Tzokas, Carter, & Kyriazopoulos, 2001). 

Competitive advantage in today’s business has become more complex and tricky 

especially with the emergence of large and successful retailers, such that small 

retailers need to distinguish themselves by competing through a combination of their 

functional areas and marketing capabilities. 

 

It is widespread knowledge that the success and growth of a small business depends 

on the competencies of the owner-managers while a variable for success is ensuring 

that the business is noticeable. To materialise this, the owner-manager must carefully 

plan a thorough marketing strategy. Groenewald, Prinsloo, & Pelser (2014) showed 

that by having a well-planned marketing communication strategy, small businesses 

can communicate their brand  to customers and proved that the competitive 

marketing strategies is vital to succeed in the marketplace.  

Franco, Fatima Santos, Ramalho, & Nunes (2014) stated that due to global 

competition, technological changes and the new needs of customers, firms must 

change their competitive paradigms. Besides improving their product development 

and production activities, they should focus on the importance of communication and 

marketing. Traditional marketing theories or textbook type of marketing are not 
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enough, thus, in order to succeed, firms must adopt other types of marketing 

strategies or practices.  

 

Cruz-Ros, González Cruz, and Pérez-Cabañero (2009) and Moore and Fairhust 

(2003) further stated that, from the competence-based view perspective, firms will 

perform well over time because they are able to build distinctive capabilities to 

outperform competitors. A method is by developing and implementing marketing 

capabilities that focus on various combinations of retail/marketing mix elements 

such as, customer service, store image, external knowledge, and promotional 

capability for adding value to their customers. O’Driscoll, Carson, & Gilmore (2000) 

also noted that firms with developed marketing competencies is associated with 

superior firm performance.  

 

Song, Nason, and  Di Benedetto (2008) showed that a few sources of sustainable 

competitive advantages that are derived from firm capabilities are strategy types, 

marketing and information technology capabilities. The combination of marketing 

capabilities and strategy types relate to performance but to boost efficiency, firms 

should be equipped with marketing and information technology capabilities. This 

combination will give a firm the ability to communicate across functional 

boundaries, to identify and exploit market opportunities such as new product 

development, technology monitoring, and market sensing. However, Ngo and 

O’Cass (2012) asserted that efficiency and performance come from a combination of 

marketing resources and marketing capabilities which allow the firms to understand 

and serve their customers better, restrict competitors from imitation, and increase 

effectiveness. 
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The unique characteristics and nature of small businesses can shape and dictate the 

manner of its marketing planning process (Donnelly et al., 2012; Širec & Močnik, 

2010). All decisions depend on the owner-manager and the key to the success of 

business depends on his/her ability and intention. Thus, the owner-manager must 

become marketing-oriented.  

 

While business strategy specifies how the business will compete in the market place, 

marketing activities is a decision that is related to maintaining competitive advantage 

(Gupta, 2012) and firm performance are determined on how well these two variables 

are organized (Olson, Slater, & Hult, 2005; Van Sheers & Makhitha, 2016). 

A few studies were conducted on marketing competencies in relation to performance 

among small retailers and entrepreneurs. (i.e; Student and Mcgee 1999,  Conant,  

Smart,  and Solano-Mendez, 1993, and Mcgee & Peterson, 2000b, Murray et al., 

2011, and. Kajalo & Lindblom, 2015). 

Snow and Hrebiniak (1980) found that an effective implementation of both corporate 

and business level strategy and supported by distinctive functional areas such as, 

general management, marketing, and production produces a positive impact to the 

performance of the firm. 

Conant,  Smart,  and Solano-Mendez (1993)  examined the pattern of functional 

marketing strategy and strategy types to the performance of 1,500 small businesses 

throughout the United States. They found that firms adopting the seven competitive 

methods, namely, presentation and preparation, product variety and depth, low price, 

high-price convenience, inventory control and advertising, targeted incentives, and 

traditional fashions and service and a combination with five strategy types will 
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produce different results and performances. Their study indicated that the importance 

of strategy types and marketing competencies to the small retailers for competing 

with successful large retailers or ‘big box’. 

Moore and Fairhust, (2003) conducted a research on marketing competency 

dimensions namely, customer service capability, image differentiation, external 

marketing knowledge, and promotional capability on the performance of 40 apparel 

specialty chains and 20 footwear chains. They found that all the marketing 

competency dimensions have positive impacts on the performance of these firms. 

Table 2.3 shows the previous research on marketing competencies and performance 

of a small business. The table shows that most firms, either small or big retailers, 

perform better than their rivals with the implementation of a specific strategy and 

supported by distinctive competencies such as marketing competencies (Dias & 

Pereira, 2017; Groenewald et al., 2014; Kajalo & Lindblom, 2015; Murray et al., 

2011; Parnel & Lester, 2008; Polychronious & Trivellas, 2018; Wheelen & Hunger, 

2004).  

Table 2.3 Previous Research on Marketing Competencies and Performance of Small 

Business 

 

Author (Year of 

Study) 

Type of Marketing Strategy Findings 

Tsai & Shih (2004) Market orientation, pricing, and 

promotional management 

Firms with superior marketing 

capabilities significantly outperformed 

their rivals in term of business 

performance. 

Moore & Fairhust 

(2003) 

Customer service capability, 

image differentiation, external 

marketing knowledge, and 

promotional capability 

All dimensions of marketing 

competencies had positive impacts on 

the performance of these firms. 

Kotabe (2011) Pricing capability, new product  

development, and marketing 

communication 

Marketing capabilities mediate the 

market orientation-performance 

relationship 
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Conant,  Smart,  & 

Solano-Mendez (1993) 

Presentation and preparation, 

product variety and depth, low 

price, high-price convenience, 

inventory control and 

advertising, targeted incentives, 

and traditional fashions and 

service 

Small businesses that adopted the 

competitive methods and combined with 

business strategy showed a positive 

impact on performance. 

Conant et al. (1990) 20 marketing capabilities  Firms that implemented the marketing 

capabilities performed better than firms 

that did not practice it. 

   

 

Based on the findings of the previous research, it can be said that most firms, either 

small or big retailers, perform better than their rivals with the implementation of a 

specific strategy and supported by distinctive competencies such as marketing 

competency ( Kajalo & Lindblom, 2015;  Dias & Pereira, 2017; Polychronious & 

Trivellas, 2018).  

For this study, marketing strategy is measured by using seven dimensions of 

functional marketing strategy that was introduced by Conant, Smart, and Solano-

Mendez, (1993). The dimensions of marketing competencies areprsentations and 

preparation, product variety and depth, low price, inventory control and advertising, 

target incentives, and traditional fashions and service. These marketing strategies 

were frequently mentioned in previous literature. 

 

2.6  Organizational Culture  

Owner-managers need to create an effective strategy to help them succeed in a 

business (Gimanez, 2000; Gupta, 2012; Shinkle et al., 2013; Yasmina et al., 2013). 

However, in recent years, a few studies were focused on the system of rules, values, 

beliefs, and behaviours that are shared among employees to increase the prosperity 
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of the enterprises. This attribute represent organizational culture (Abd Rashid, 

Sambasivam & Johari, 2003; Ahmadi, Salamzadeh, Daraei, & Akhbari, 2012; 

Fakhar, Zahid, & Muhammad, 2013; Polychronious & Trivellas, 2018). 

 

The interest to study organizational culture and performance in firms emerged 

among academicians and researchers after they realised that Japan was able to put 

their country as an international business superpower and left behind the United 

States in the early 1980s. It was realized that human relations was the key to business 

success and, thus, there was a demand for firms to create this culture (Arvinen-

Muando & Stephen, 2013). 

 

Culture is defined as any group of people that has a set of beliefs, customs, practices 

and the way of thinking that they come to share with others by working together or 

being together (Campbell et al., 2011). It is a set of assumptions that people will 

accept without prejudice during their interaction. Ali et al., (2012) defined culture as 

“beliefs, assumptions and values that members of the group share about rules of 

conduct, leadership styles, administrative procedure, rituals and customs.”  Barney 

(1986) defined organizational culture as a complex set of values, beliefs, 

assumptions and symbols that define the way firms conduct their business. 

Furthermore, Schein (2010) and Gamage (2006) observed that the word 

‘organizational culture’ and organization tend to be synonyms and cannot be 

separated. It affects all aspects of organizational activity. Every organization has its 

own type of culture and it is the second key factor when designing a plan for 

competitive advantage.  
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According to Didonet, Simons, Diaz-Villavicencio, & Palmer (2012), firms that can 

adopt their environmental uncertainties by gathering market intelligence and respond 

to their customers’ needs will perform well and to achieve this they must create the 

necessary behaviours. These activities are related to the organizational culture of the 

firm (Polychronious & Trivellas, 2018; Prajogo & McDermott, 2011). Thus, if an 

organization can maintain a strong culture by practicing a well-integrated and 

effective set of specific values, beliefs and behaviour, then this company will 

perform at a higher level of productivity (Agbejule, 2011).  

 

The link between organizational culture and performance of a firm has received 

much attention. The role of organizational culture has been a central concept in 

strategic management since the 1980s and it is vital in the study of organizations 

(Agbejule, 2011; Polychronious & Trivellas, 2018; Sabouin, 2015; Slater, Olson & 

Carol, 2011). Furthermore, researchers are forced to pay attention to the intangible 

side of organization due to the dynamic changes in the business environment and the 

failure of enterprises (Demir, Unnu Ayyildiz, & Ertuk, 2011). Organizational culture 

is one of the most powerful and stable force in operating an organization.  

Accordingly, successful companies have gained their competitive advantage via their 

organizational culture and this has provided the framework to the manager for 

implementing business strategies. 

 

Polychronious & Trivellas (2018), Cristian-Liviu (2013), Chow & Liu (2009), 

Tripathi & Tripathi (2009), Tamer (2005), and Zahra & Covin (1993) showed that 

organizational culture is an essential factor to an organization’s effectiveness. As 

such, an organization that can maintain a strong culture is likely to enjoy a higher 

level of person-organization fit, innovation, financial performance and competitive 
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advantage.  Ali et al., (2012) found that an organization is unable to achieve its 

mission if it cannot maintain a strong culture. Furthermore, if the culture and 

organization do not match each other, a strategy is unable to deliver the desired 

objectives. Therefore, the manager should develop a corporate culture and 

simultaneously align them in order to create value and generate revenues (Andrew , 

2011).  

 

2.6.1  Different levels of organizational culture 

Schein (2010) divided organizational culture into three levels for us to analyze 

namely artifact, espouse values and basic underlying assumptions. The first level of 

organizational culture is the visible artifacts. This includes all phenomena that we 

can see,hear and feel, such as visible product, language and firm’s technology. This 

level is easy for us to observe and very difficult to decipher.  

The second level of organizational culture that was introduced by Schein (2010) is 

called espoused beliefs and values. A group is initially created to face a new task or 

problem and the group members are proposed to reflect his own assumptions on how 

to perform a certain task or to settle a certain problem. If his approach has succeeded 

than his assumptions become an espoused belief and values. If the same task or 

problem recurs, group members will use his assumption as a guide.  

The third level is called basic underlying assumptions. This happens because when a  

solution repeatedly solves the same problem. Group members then start to believe 

that the entire solution is not a hypothesis at all but they treat it as a reality and tend 
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to be nonconfrontable and nondebatable. This level is difficult to change once it is 

generally accepted and adopted on an unconscious level (Schein ,.2010). 

From the discussion above, we can say that there are three different levels of 

organizational culture that we can study. Shein (2010) also introduced his framework 

to analyse organizational culture and it’s frequently used by academicians to 

examine the organizational culture. 

In order to fully understand the culture in an organization, it is essential for us to 

understand the subculture that operates in small groups such as functional units. 

According to Arvinen-Muando and Stephen (2013) subculture emerges because the 

organization is divided into a subset of small groups such as functional groups, 

friendship groups, geographical groups, and hierarchical level. They will identify 

their group as a distinct group in organization , share a set of problems and routinely 

take actions on the basis of collective understanding unique to their groups. 

Schein (2010) claimed that three generic subculture will emerge in an organization, 

namely operator subculture, design or engineering subculture and executive 

subculture. These subgroups are shaped due to shared experiences of success on a 

given level in their organizational hierarchy. Every group has their own goals and 

distinctive methods in interpreting and reacting to the environment and solving 

problems that often occur between them. 

The first level is called ‘’the line’’ which refers to employees who produce and sell 

organization products or service (Shein.,2010). Their subculture is based on human 

interaction, high level of communication, trust and teamwork. A combination of 

those elements are required for this group to carry out their task successfully. They 

also believe that the action of any organization is dependent to the action of people 
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as a resource to run the place. However, they also believe that the success of the 

organization depends on their knowledge, skill, learning ability and commitment. So 

they rely on the management to give proper resources, training and support to 

perform their task. 

The second level of subculture is engineering or design subculture (Shein., 2010). 

This group has a knowledge of how technology is used. Their basic assumptions are 

drawn from their educational back ground, work experience, job requirements and 

occupational community. They share a general perception that a problem has an 

abstract solution and can be applied in real world product or service. They prefer a 

technical routine rather than a human team for ensuring safety during the 

management of a contingency situation. They also believe that humans will make 

mistakes and to minimise the impact they prefer to make things as automatic as 

possible. These beliefs might arouse conflicts between operators and engineering 

subculture. 

The highest level of subculture that was described by Shein (2010) is called 

executive subculture. This group is represented by the CEO or executive team and 

they are often seen as a source of misalignment among other subgroups. Their 

concerns are about the necessity to maintain the financial health, profits and return 

on investments. Their beliefs are based on the assumption that without a financial 

survival and growth, shareholders and society will not receive any return and 

financial survival is considered as a perpetual war with competitors. 

According to Shein (2010) these three subcultures are often working at cross 

purposes with each other and we would not be able to understand a certain 

organization if we cannot understand how these conflicts are dealt within their 
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organization. It is important for us to understand their subculture and their alignment 

with each other beside we focus on overal of the corporate culture of entire firms. 

Finally, in addition to those subculture, Shein (2010) also discussed microcultures 

that evolve in small groups that share common tasks or history. This happened 

because some of the tasks require this group to cooperate extensively  in order to 

accomplish them. This group will accept outsiders as long as they can adapt to the 

group’s ‘rules’. 

As discussed above, culture is a result of group learning experiences in which 

organization’s problems are solved. The variation of cultures reflect the leaders’ 

personalities, members and their incidences of  earlier problem solving.  

 

2.6.2  Organizational Culture, Strategy, and Firm Performance 

Zakaria and Dahlan (2014), Srivastava and Sushil (2013), Gottschalk and 

Gudmundsen (2010), Huber (2010) and Kazmi (2010) contended that strategy 

implementation is a vital component of strategic management and serves as a 

framework for implementation of the strategy. The framework guides the manager in 

performing his task and it helps in assessing the necessary steps during the 

implementation phase.  

 

However, in order to implement the desired strategy, managers face a variety of 

complexities, such as, the people in the organizations that have various views and 

thoughts (Faulkner & Campbell, 2003). Although the implementation is seen as 

straightforward, many managers face difficulty when they start transforming a plan 

into actions.  Ali and Hadi (2012), Kazmi, (2010), Aaltonen and Ikävalko (2002), 
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and Alexander (1991) found that a strategy mostly failed to produce expected results 

because of failure during the implementation stage and not due to the entire strategy. 

 

Kim and Chang (2019), Zafir and Acar (2014), Fakhar et al. (2013), and Gamage 

(2006) found that one of the major impacts on the performance of a firm is 

organizational culture. It acts as an effective instrument for employee motivation and 

as a ‘social glue’ that holds an organization together. Any leaders that intend to 

improve their organization’s effectiveness should be able to diagnose the 

organizational culture and climate before taking any necessary steps to change any 

strategy or to create a positive working environment. 

 

Andrew (2011) also contended that the differing performance across firms are 

contributed by their capabilities, resources and corporate culture. He noted that a 

corporate culture is another variable that is included in a firm’s valuable, rare and 

unique resources. Hence, managers are advised to manage their organizational 

culture as a strategic resource.  

 

To remain competitive, managers need to develop policies and procedures that are 

aligned with the characteristics of their organizational culture (Wei, Samiee, & Lee, 

2013). Many academicians claimed that an organizational culture is fundamental to 

organizational success and they are linked to employee productivity and performance 

(Fakhar et al., 2013). 

 

Campbell et al. (2011) claimed that culture can influence an organization in many 

ways, such as employee motivation, employee morale and ‘goodwill’, productivity 

and efficiency, quality of work, the relationship between employee and employer, 
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the employee’s attitude toward their workplace, and employee’s  innovation and 

creativity. 

 

Arvinen-Muando and Stephen (2013) further contended that to achieve an 

organizational objective, a company should create a shared value that would help 

employees to focus their efforts. They also suggested that managers should create a 

strong culture to create excellence in their organization. This view is in line with 

Muhlbacher, Vyslozil, and Ritter (1984) who stated that as long as organizational 

culture allows a company to react to the changes of the external environment and 

fulfil the needs of internal integration, the entire firm is able to compete in their 

market.  

 

From the resource-based view perspective, Barney (1986) also emphasized on the 

importance of organizational culture as another source of competitiveness. Firms that 

have achieved superior performance have a set of core managerial values that define 

how they conduct their business. Thus, firms should understand the function of 

culture that contribute to their competitive advantage. Furthermore, for culture to 

play an important role in generating competitive advantage, it must be valuable, rare 

and hard to imitate. Firms that have all these components  will enjoy sustainable 

competitiveness. 

 

Organizational culture is an important aspect which must be clarified and given 

emphasis in order to avoid any dilemma during the implementation process (Chow 

& Liu, 2009; Monzavi, Mirabi & Jamshidi, 2013). Firms must create the necessary 

alignment between the management team and the culture of the subordinates to 

support this process. In a study on eight firms in the Romanian construction industry, 



59 
 

Vale-Cristisan, (1985) found that organizational culture is able to set the behaviour 

of employees and motivate them to achieve the firm’s objectives. All components 

such as structure, system and leadership style must be matched with their 

organizational culture for the strategy or changes to occur smoothly. All members in 

the firm must be supportive in creating and sustaining a suitable culture throughout 

the firm in order to reach the firm’s objective. As organizational culture is a crucial 

determinant in the strategy process, firms must have a supportive organizational 

culture to facilitate the implementation process. 

 

Ahmad (2012) conducted a study among 60 employees of an institute in Pakistan to 

examine the performance of their management practices. He noted that different 

dimensions of organizational culture showed different results of the performance 

management practices which determined the improvement of capabilities among 

employees. All dimensions of organizational culture that was examined showed 

positive relationships to employees’ capabilities and firm performance. This shows 

that organizational culture is an important factor in human resource management. 

 

Abdul Rashid, Sambasivam, and Abdul Rahman (2004) examined the influence of 

organizational culture on employees’ attitudes towards organizational changes in 258 

manufacturing firms in Malaysia. Their study found that a different type of 

employees’ attitude had a different level of acceptance towards organizational 

changes and this attitude emerged as a result of different types of organizational 

culture. Their study also indicated that a certain type of organizational culture will 

support the acceptability of changes among employees, while others do not. 
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In a study on 99 hospitals in Turkey, Zafir and Acar (2014)  found four types of 

organizational culture which are commonly practiced, namely, hierarchy culture, 

adhocracy culture, clan culture, and market culture. Their study showed that a firm 

must have a good strategy to compete with competitors, while a unique set of 

activities and a high commitment and support from employees is required to 

maintain a sustainable competitive advantage and prevent it from being duplicated 

by competitors. This is a must-have especially in a service industry such as in the 

healthcare industry.  

 

Finally, in their study on Chinese industries, Wei et al., (2013) tested two types of 

organizational culture that was adopted from the Competing Values Framework 

(CVF) to examine  the influence of marketing practices. They found a positive 

interaction of both types of culture which improved the effectiveness of the firms’ 

marketing programme and helped in creating a superior performance. Table 2.4 

shows the previous research on organizational culture and performance of a firm. 

 
Table 2.4 Previous Research on Organizational Culture and Performance  

 

Author (Year of Study) Type of Organizational 

Culture  

Findings 

Bushardt, S.C., Glascoff, 

D.W., &  Doty, D.H. 

(2011) 

Strong and weak cultures Organizations that practice weak 

culture experience considerable 

conflict in the implementation process 

as compared to  organizations that 

practice strong culture.   

 

Umrani, A., Maitama, K. 

& Ahmed, U. (2017) 

 

Clan, Adhocracy, Market and 

Hierarchy culture 

Results support the hypothesis that 

organizational culture moderates the 

relationship between corporate 

entrepreneurship and business 

performance. 

 

Chuttipattana, N. & 

Shamsudin, F.M. (2011) 

Humanistic, prescriptive, 

leadership culture 

Organizational culture moderates the 

relationship between conscientiousness 

and managerial competency. 
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Monzavi, B. et al. (2013) Power distance, uncertainty 

avoidance, individualism, 

masculinity 

Power distance and uncertainty 

avoidance have a direct influence on 

effectiveness of strategy. 

 

Wei et al. (2013) Clan, Adhocracy, Market, and 

Hierarchy culture 

All these types of organizational 

cultures impact market responsiveness 
and improve performance; Clan culture 

has a significant impact on product 

strategy changes. 

Ahmadi, A. et al. 

y(2012) 
Clan, Adhocracy, Market, and 

Hierarchy culture 

All these types of culture positively 

influence the implementation of the 

business strategy process. 

 

This study utilized the CVF developed by Cameron and Quinn (1999) to examine the 

moderating effect of organizational culture on the relationship between business 

strategy and performance of pharmaceutical retailers in Peninsular Malaysia. The 

instrument has been frequently used by past researchers. The CVF divides 

organizational culture into four major types of organizational culture, namely, Clan, 

Adhocracy, Market, and Hierarchy. From the CVF model, the Organizational 

Culture Assessment Instrument (OCAI) was developed as a tool for providing a 

comprehensive picture of a firm’s organizational culture. Table 2.5 shows the culture 

dimensions and the categories of organizational culture of the OCAI. 

Table 2.5 Culture Dimensions and Culture Types 

Culture 

dimension 
Culture Type 

 
Clan  

culture 

Adhocracy  

culture 

Market  

culture 

Hierarchy  

culture 

Dominant 

characteristic 

A very personal 

place like family 

Enterpreneurial and 

risk taking 

Competitive and 

achievement 

Controlled and 

structured 

Organizational 

leadership 

Mentoring, 

facilitating or 

nurturing 

Enterpreneurial, 

innovative, or risk 

taking 

No-nonsense, 

aggressive, result 

orientated 

Coordinating, 

organizing, 

efficiency 

oriented 

Management of 

employee 

Teamwork, 

consensus, 

and participation 

Individual risk 

taking, innovation, 

freedom, and 

uniqueness 

Competitiveness 

and achievement 

 

Security, 

conformity 

predictability 
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Organizational 

glue 

Loyalty and mutual 

trust 

Commitment to 

innovation and 

development 

Emphasis on 

achievement and 

goal 

accomplishment 

Formal rules and 

policies 

 

Strategic 

emphasis 

Human 

development, 

high trust, openness 

Acquisition of 

resources and 

creating new 

challenges 

Competing actions 

and winning 

Permanence and 

stability 

Criteria of 

success 

Development of 

human resources, 

teamwork, and 

concern for people 

Having the most 

unique and newest 

products and 

services 

Winning in the 

marketplace and 

outpacing the 

competition 

Dependable, 

efficient, and 

low cost 

Source: Cameron and Quinn (2011) 

 

 

 

Zafir and Acar (2014) and Ali et al. (2012) examined the relationship between 

organizational culture and performance using the four dimensions while Wei et al., 

(2013) divided organizational culture into two dimensions called organic culture and 

mechanistic culture. Organic culture consists of the clan and adhocracy cultures 

while the mechanistic culture consists of the market and hierarchy culture.  Both of 

these cultural dimensions serve as strategic resources to the firm and antecedents to 

strategic actions. 

 

Clan culture or cooperative culture is more internally focused (Zafir & Acar, 2014). 

The clan culture is more flexible and shows more concern for people. It also focuses 

more on building a friendly workplace and facilitates employee commitment. Other 

criteria of the clan culture is that it emphasizes cohesiveness, participation, 

cooperation, trust, sense of unity, and teamwork (Wei et al., 2013). 

 

The Adhocracy culture tends to build an innovative and dynamic at the workplace 

(Wei et al., 2013). It also promotes risk-taking and change and this type of culture is 

more suited to entrepreneurs. Employees in this organization are encouraged to be 
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innovative through creativity and have the freedom to take any initiative. As a result, 

they feel happy, satisfied, and successful (Wei et al., 2013). 

 

Hierarchy culture is based on clearly defined corporate levels and structures. This 

top-down type of culture emphasizes order and rules. Leadership is more effective as 

it is based on organized coordination and monitoring. Employees know what is 

expected of them  and may feel  alienated and a decreased sense of autonomy (Zafir 

& Acar, 2014). 

 

Market culture occurs at a time of stability and control. Organizations that practice 

this culture has effective relationships with their suppliers, customers and 

stakeholders. Employees in this organization are more success-orientated and place 

importance on personal interest rather than organizational goals (Zafir & Acar, 

2014). 

 

2.7   Performance 

Performance is a concept in strategic management with the goal of obtaining a 

sustainable competitive advantage.  Achievement of goals or objectives are assessed 

through performance. Furthermore, the firm’s strategies can be controlled and 

evaluated by  comparing actual performance to established plans (Kroeger, 2007; 

Wheelen & Hunger, 2004). Thus, firms are encouraged to consistently measure their 

performance in order to ensure a desired action is carried out as intended and this 

process is interrelated with the evaluation and control of the strategy process 

(Kumru, 2012;  Varcoe, 1996; Wheelen & Hunger, 2004). According to Zakaria 
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(2010), many studies in organizations involved the examination of performance 

because the aim of a strategic management is to improve its performance. 

 

Nonetheless, there is no agreement on the definition of performance because its 

definition and measurement depend on the specific objectives of the firm (Hashim, 

2008). In addition, Carlton and Hofer (2006) noted that a majority of theories and 

research in strategic management are focused on ‘opportunity’ and ‘exploitation’ but 

there has been no consensus regarding the best and sufficient measures of firm 

performance. They contended that less attention has been focused on the issue of 

‘what constitutes success’ and ‘how to measure success’.  

 

Carlton and Hofer (2006) defined performance as a contextual concept that is 

associated with the phenomenon that is being studied. It is a measure of change in 

the financial state of a firm which resulted from a management decision and 

execution of strategies by its members. Thus, the essence of performance is the 

creation of value. As long as the assets of the entire firm can contribute to an equal 

or greater value than their contributed assets, the firm will continue to exist. Wheelen 

and  Hunger (2004) suggested that performance is the end result of an activity that 

includes the actual outcome of the strategic management process and is measured in 

terms of profit, and return on investment. Performance can also be defined as a set of 

metrics used to quantify the efficency and effectiveness of actions, identify 

competitive position, and locate problem areas in assisting a firm to make tactical 

decisions in achieving its objective (Gimzauskiene & Kloviene, 2010). 
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2.7.1 Performance Measurement 

Performance measurement can help managers determine important and critical issues 

to the firm where they can focus on activities that are able to generate performance. 

In addition, performance measurement can also help a firm to implement its 

strategies and achieve a state of continuous improvement. As such, performance 

measurement is like a compass that guides the firm towards its goals and move in the 

right direction (Kumru, 2012). According to Nopadol and Boon-Itt (2012) and 

O’Mara, Hyland, and Chapman (1998), performance measurement is vital in the 

management of a firm. Although it does not show whether the firm is successful, it 

will help managers during the implementation of strategies and allow them to design 

actions to generate sustainable and long-term improvements. 

 

To succeed in the business environment, managers also need to monitor and control 

cost efficiency, quality of products, productivity, and quality of their employees. A 

performance measurement system enables managers to control these aspects through 

measurement, evaluation, and comparison with their targets and take actions when 

required (Perera & Baker, 2007). Furthemore, Sousa, Aspinwall, Sampaio, and 

Rodrigues (2005) noted that a performance measurement system can become a tool 

to influence employees’ behaviour and help in the implementation of the firm’s 

strategy.  

 

2.7.2   Perspectives and Elements of Performance Measurement 

Rompo and Boon-Itt (2012) stated that performance can be measured from various 

perspectives with different results. They listed three perspectives of performance 
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measurement, namely, customer’s perspective, shareholder’s perspective and 

supplier perspective. In an earlier study, Chow, Heaver, and Henriksson (1994) 

contended that performance can be measured in two types of measurement namely 

‘hard’ and ‘soft’ measures. In addition, there are also other approaches in measuring 

performance based on a human resource approach such as “HRScorcard.com” and 

IC approach (Roos, Fernstrom, & Pike, 2004). 

 

Nonetheless, previous empirical studies have suggested four primary categories of 

performance measures, mainly, accounting measures, operational measures, market-

based measures, and survival measures (Carton & Hofer, 2006). In addition, 

economic value measures, can also be used to measure performance.  

 

i) Accounting measures 

 

Accounting measures are based on three basic financial statements, namely, 

the balance sheet, income statement and statement of cash flows and they are 

expressed as values, ratios or percentages (Carton & Hofer, 2006). These 

accounting measures are further  sub-categorized into three categories: 

profitability measures, growth measures, and  leverage, liquidity and cash flow 

measures.  

 

a) Profitability measure is a measure of values and ratios that incorporate 

net income or a component of net income including operating income or 

earnings before taxes. Under profitability measures, a few ratios such as 

return on assets (ROA), return on equity (ROE), return on sales (ROS), 

net income, and return on investment (ROI) are examined. 

 

b) Growth measure is a measure of values and ratios that represents some 

indication of organizational growth. Under a growth measure, sales 

growth rate and employee growth are examined. 
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c) Measures of leverage, liquidity and cash flow deal with the financial 

structure of the organization and the ability of the firm to pay its 

liabilities in a timely fashion. Under these measures, growth rate of 

operating cash flows, cash flow return on equity and cash flow return on 

assets are examined. .  

 

d) An issue was raised as to whether financial statements really measure the 

economic value of the firm or just past value when using a traditional 

accounting measurement.  As such, new financial metrics were 

introduced, for example, residual income (RI), Economic Value Added 

(EVA) and Cash flow return on investment (CFROI) (Carton & Hofer, 

2006).  

 

 

 

 

 

ii) Operational measures 

 

According to Carton and Hofer (2006), operational measures consist of non-

financial performance, such as share market coverage, change in intangible 

assets, customer satisfaction, productivity, and product innovation. 

 

iii) Market-based measures 

 

Market-based measures deal with the market value of the firm stated in ratios 

or rates of change, such as, return to shareholders, holding period returns, 

Jensen’s alpha, Tobin’s Q, and market value added (MVA). Nonetheless, these 

measures are not popular in entrepreneurship research as they are problematic 

(Carton & Hofer, 2006).  

 

iv) Survival measures 

 

Survival measures of performance is an indication of whether the firm remains 

in busines and still has an interest to continue into the future. This measure is 
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rarely used because the time frame for this measure is long (Carton & Hofer, 

2006). 

 

v) Economic Value Measures 

 

According to Carton and Hofer (2006), this measures is almost never used in 

academic research either in strategic management or entrepreneurship. This 

measure was developed as a result of disatisfaction with the traditional 

accounting measures which was seen as not too adequate in guiding strategic 

decisions (Hashim, 2008). Larrabee and Voss (2013) reported that there are 

two distinctions between traditional accounting profit versus economic profit 

in terms of cost of capital and the principle of recognition of revenues and 

costs. In addition, the use of economic profit measures is safer than any 

manipulation by the management. 

 

According to Larrabee and Voss (2013), Zakaria (2010), Hashim (2008) and Carton 

and Hofer (2006), there are other measures that are frequently used in the studies of 

strategic management and entrepreneurship such as balanced scorecard, activity 

based costing (ABC) and benchmarking.  

 Balanced scorecard 

 

The use of the balanced scorecard was inroduced in the 1990s as a result of 

dissatisfaction with the traditional measures (Hashim, 2008). The balanced 

scorecard has gained popularity over the years. Mowen & Hansen (2011) 

showed that 53 percent of firms in the United States used this method in their 

business measures technique. The authors further noted that the balanced 
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scorecard is a strategic-based performance management system that typically 

identifies objectives and measures from four perspectives which are financial, 

customer, internal process, and learning and growth. 

 

 

 Activity Based Costing (ABC) 

 

Activity based costing system evolved in response to significant changes in a 

competitive business environment. The main objective of this system is to 

manage activities and reduce the cost of production and, at the same time, 

improve customer value (Mowen & Hansen, 2011). 

 

 Benchmarking 

 

According to Aaker (2001), benchmarking is a comparison of a firm’s 

performance with another firm in order to generate ideas for improvement. 

Benchmarking involves a systematic and continuous process of measurement 

and comparison of the products, services and practices in organizations 

(Hashim, 2008; Zakaria, 2010).  

 

Hashim (2008), Perera and Baker (2007) and Carton and Hofer (2006) noted that 

there is a difference in the measurement of performance in management and 

entrepreneurship studies. Over the years, there is still a lack of agreement among 

scholars and practitioners regarding the definition and measurement of performance. 

Furthermore, there is also still no consensus regarding the best and sufficient 

measures of firm performance. 
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Due to rapid changes in the business environment, there is a  need for managers to 

take extra measures to formulate and implement appropriate strategies and to search 

for effective control procedures. One of the control methods that was proposed is by 

measuring a firm’s performance (Hashim, 2008). Selection and identification of 

performance are important aspects for managers to assess their firm’s performance 

and later to make improvements. Appropriate measures will enable firms to direct 

their actions for achieving their objective (O’Mara et al., 1998). 

 

According to Rompo and Boon-Itt (2012), a good designation and implementation of 

a performance measurement system (PMS) will help the firm to execute its 

strategies. However, if performance measurement is not well designed it will harm 

the firm leading to dysfunctional behaviours among employees. Thus, they proposed 

a model to measure performance according to the perspective of managers in various 

firms in Thailand. 

 

2.7.3 Performance Measurement in SMEs 

A performance measurement system that is practiced in a firm depends on various 

factors such as resources availability, different control requirements, and the nature 

of agency issue (Perera & Baker, 2007). These criteria also make a difference 

between small and medium enterprises (SMEs) versus large businesses. Factors such 

as severe limitations of manpower and finance, reliance on a small number of 

customers, and operating in a limited market area have discouraged SMEs from 

using a formal system of performance measurement. Perera & Baker (2007) also 

showed that a majority of SMEs in Australia used financial measures of customer 

satisfaction, quality, and employee turnover in assessing firm performance. 
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Chotekorakul and Nelson's  (2013) study on 275 small specialty retailers in Bangkok 

showed that performance is measured by return on investment, and probability of 

survival. The retailers’ performance depend on their size, location of the store and 

the competencies of the owner-managers.  

In another study, Garengo (2009) noted that the concept and use of performance 

measurement systems have shifted from accounting and static approaches to a multi-

dimensional and dynamic system. This concept was practiced by either the SMEs or 

in big firms.  

 

For this framework, the performance measurement system consists of five 

dimensions:  (i) the traditional system which examines the financial aspect, (ii) the 

dual system which examines both the financial and key functions of competitiveness, 

(iii) the partially balanced system which focuses on the financial aspect and some 

other key functions, (iv) the balanced system which examines the non-financial 

aspect, and (v) the diagnostic system which supports causal effect analysis between 

results and determinants for improved activity. In addition, the performance 

measurement system consists of three dimensions, namely, the basic, advanced and 

excellent systems. These constructs serve as a reference to the quality of information 

gathered by the system for use during the decision-making process. The model 

introduced by this study functions as a descriptive reference for managers of the 

SMEs to evaluate firm performance. 

 

Amrina and Yusof (2010) reported that there were many criticisms toward the use of 

profits, and return on investments as a measurement indicator. Non-financial 

measures such as quality, delivery time and flexibility were suggested as measures of 
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performance. They developed a manufacturing performance evaluation software tool 

and tested it on two Malaysian automotive SMEs. Using Analytical Hierarchy 

Process, their model examined five criteria, mainly, quality, delivery, cost, time, and 

labour. These criteria were further sub-divided into 25 dimensions in total: 

reliability, durability, scrap and rework, defects, customer complaints, conformance 

to specification, reject rate, on-time delivery, due date adherence, portion of delivery 

promise met, schedule attainment, delivery speed, delivery lead time, material costs, 

overhead costs, inventory costs, labour costs, unit costs, manufacturing lead time, 

setup time, process time, cycle time, safety record, and employee training. The tool 

will help managers in Malaysian automotive SMEs to become more effective and 

competitive and to continually measure and improve performance. 

 

Previous literature suggested financial measures as a primary and popular measure of 

performance among SMEs  in many industries (Aaker, 2001; Chotekorakul & 

Nelson, 2013; Garrigos-Simon & Marques, 2004; Ying & Tze-Haw, 2014; Zakaria,  

2010). Thus, this study employed total sales, total assets, total equity, and net profit 

to measure performance.  

 

 

 

 

2.8  Chapter Summary 

This chapter provides a discussion of the theoretical and empirical literature on the 

pharmaceutical industry in Malaysia, strategic management, business strategy, 

marketing competencies, organizational culture, and  their relationship to 

performance. Business strategy is one of the variables that can influence firm 

performance. However, studies that examined the relationship between business 
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strategy and performance among pharmaceutical retailers in Malaysia have been 

minimal and almost neglected. 

 

The literature on strategic management also seems to indicate that aside from 

business strategy, marketing competencies and organizational culture are other 

important factors that can influence firm performance, particularly small businesses 

such as pharmaceutical retailers. 

Based on the literature, business strategy, marketing competencies, and 

organizational culture are important to the firms regardless of their size. The 

importance of business strategy, marketing competencies and organizational culture 

to firm performance indicate that more studies need to be carried out in this area of 

strategic management.   
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CHAPTER 3 

RESEARCH METHODOLOGY 

 

3.1  Introduction 

Chapter 3 provides an explanation of the research framework and research 

methodology. It explains the research design, sample population, instruments of this 

study, and the sample collection procedure. Furthermore, it has a discussion of the 

pilot test performed and the changes made to the original questionnaire. The chapter 

also provides a discussion of the techniques of data analyses to examine the 

relationship between business strategy and performance of pharmaceutical retailers, 

as well as the moderating effect of marketing competencies and organizational 

culture on the relationship between business strategy and performance.  

 

3.2   Research Framework 

The research framework which acts as a guide to conduct a research activity 

facilitates the research work in order to answer the research questions (Johannesson 

& Perjons, 2014). This study’s research framework was developed based on previous 

literature. 

 

This study attempts to advance knowledge of pharmaceutical retailers by empirically 

examining the relevant variables that influence performance, namely, business 

strategy, marketing competencies, and organizational culture based on contingency 

theory. Findings from previous literature provided suggestions on the relationship of 
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these variables, thus, it was hypothesized that these variables may influence the 

performance of pharmaceutical retailers. 

 

This study applied the contingency theory in examining the relationship between 

business strategy and performance, and the moderating effect of marketing 

competencies and organizational culture on the relationship between business 

strategy and performance. According to the contingency theory, an organization that 

operates in a different environment will require different contingency factors that are 

present. Based on the contingency theory, Burns & Stalker (1961) examined how the 

external environment affects the mechanistic and organic approach of organizations. 

In addition, according to Tosi & Slocum (1984) contingency factors can affect 

performance.  

 

The contingency theory is also known as ‘middle-range theory’ that attempts to seek 

an established pattern and interaction among organizational context and variables in 

‘limited domains’. The contingency theory has been tested in various fields. For 

example, it had been applied to explain leadership styles and leadership situations. 

The theory had also been applied to examine the relationship between an 

organization to its environment. In the area of strategic management,  Shahzad, 

Zahid & Gulzar (2013), Gaur, Vasudevan & Gaur (2011), Gimzauskiene & Kloviene 

(2010), Zakaria ( 2010) and  Mok Kim Man (2009) applied the contingency theory in 

their respective studies.  

 

Based on the above literature, the contingency theory was applied in examining the 

relationship between business strategy, marketing competencies, organizational 

culture, and firm performance. It was hypothesized that business strategy, marketing 
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competencies and organizational culture will affect the performance of 

pharmaceutical retailers in Peninsular Malaysia.  According to the contingency 

theory, performance depends on the ability of a firm to maintain a fit between the 

independent variables and the moderating variables to achieve superior performance. 

In this manner, this research allows for a theoretical defensible framework in which 

the relationship between these variables can be examined. The proposed conceptual 

model is shown in Figure 3.0. The research model consists of four variables namely, 

business strategy, marketing competencies, organizational culture, and performance. 

In this study, it was hypothesized that business strategy, marketing competencies, 

and organizational culture can influence the performance of pharmaceutical retailers. 

 

In this model, business strategy is the independent variable while the two moderator 

variables are marketing competencies and organizational culture. Based on the 

contingency theory, the business strategy variable will affect the pharmaceutical 

retailer’s performance. However, the relationship between business strategy and 

performance will be moderated by marketing competencies and organizational 

culture. 

 

The independent variable, business strategy, consists of three dimensions, namely, 

channel expansion, specialisation, and low cost. The dimensions of the moderating 

variable, marketing competencies are specialization, low price, and inventory control 

and advertising while organizational culture comprises of four dimensions, namely, 

dominant characteristic, organizational leadership, organizational glue, and criteria 

of success. The dependent variable, performance was measured in terms of net 

profit, total assets, total sales, and total equity.  
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The relationship among the variables in the research model is based on the following 

assumptions. 

1. The research model suggests that firms implement different types of business 

strategies in their daily operations to improve their performance. 

 

2. From the contingency approach, firms have different methods to achieve better 

performance. One of the methods is by aligning their business strategies with 

one of the types of organizational culture, and with any one of the three 

elements of marketing competencies.  

 

3. Furthermore, in line with the assumption of rationality of the contingency 

approach, the research model suggests that firms are rational in their decision-

making process. Firms implement and align their business strategies to the 

components of marketing competencies and organizational culture in order to 

achieve better performance. 

 

 

                                                                      

 

  

 

 

 

Figure 3.0 The Research Framework 

 

 

3.2.1  Development of Hypotheses 

Previous literature suggests that business strategy and components of marketing 

competencies and organizational culture may influence firm performance. The 

Business Strategy 

(Independent Variable) 

Performance 

(Dependent Variable) 

Organizational Culture 

(Moderator) 

Marketing Competencies 

(Moderator) 

H1 
H2 

H3 
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following hypotheses were developed to show the relationships of the variables in 

the research model. 

Hypothesis H1:  There is a causal effect between business strategy to the      

performance of pharmaceutical retailers in Peninsular 

Malaysia. 

 

Hypothesis H1a: Channel expansion has a causal effect to the performance of 

pharmaceutical retailers in Peninsular Malaysia. 

 

Hypothesis H1b: Specialization has a causal effect to the performance of 

pharmaceutical retailers in Peninsular Malaysia. 

 

Hypothesis H1c:  Low cost has a causal effect to the performance of 

pharmaceutical retailers in Peninsular Malaysia. 

 

Hypothesis H1d: Business strategy has a causal effect to the performance of 

pharmaceutical retailers in Peninsular Malaysia. 

 

Hypothesis H2: Marketing competencies moderate the relationship between 

business strategy and performance of pharmaceutical 

retailers in Peninsular Malaysia. 

 

Hypothesis H3: Organizational culture moderates the relationship between 

business strategy and performance of pharmaceutical 

retailers in Peninsular Malaysia. 

 

 

 

3.3   Research Design 

A research design comes into place after the research problem has been formed. 

Generally, a research design is a blueprint for fulfilling the research objectives and 

answering questions that provides a plan of action on how to conduct a research 

(Sekaran & Bougie, 2010). Thus, this study utilized a quantitative methodology to 

explain the relationship between business strategy, marketing competencies, 

organizational culture, and the performance of pharmaceutical retailers. This cross-

sectional research was conducted throughout Peninsular Malaysia.  
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3.4  Population and Sampling 

The procedure for sampling began with the identification of the population. A list of 

pharmaceutical retailers was obtained from the National Pharmaceutical Control 

Bureau under the Ministry of Health in Malaysia. A total of 2,205 pharmaceutical 

retailers, known as retail pharmacies or community pharmacies, were operating 

throughout Malaysia in 2016. Of these, 1,187 were located in Peninsular Malaysia 

while the remainder were in Sabah and Sarawak.   

 

According to the Drug Control Authority under the Ministry of Health, the 

pharmaceutical retailers can be divided into two groups: (i) outlets that sell modern 

and prescriptive drugs, and (ii) the traditional medicine and the Chinese Medical 

hall. Pharmaceutical retailers that sell modern and prescriptive drugs can be further 

divided into two groups. The first group are outlets owned by multinational company 

chains, such as, Watson Personal Care Stores, Guardian Retails (M) Bhd., Caring 

Pharmacy, Pharmaniaga Community Pharmacy, Cosway Pharmacy, Health Lane 

Family Pharmacy, Georgetown Pharmacy, and the KPJ group of pharmacies. The 

second group are independent retailers with a single owner or a partnership.  

 

The sample for this study was selected from the group of independent retailers. A 

sampling frame and data was collected only from pharmacies located in Peninsular 

Malaysia. This is because the situational factors in East Malaysia may be different 

from their counterparts in the Peninsular, for example, the location of pharmaceutical 

retailers are more scattered across the states of Sabah and Sarawak which may have 

an impact on the response rate and the results of the study. Table 3.1 shows that the 

total number of pharmaceutical retailers in Peninsular Malaysia was 1,878 firms and 
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for sample size determination, a minimum of 320 sets of questionnaires must be 

collected from this target group (Krejcie & Morgan, 1970). 

Table 3.1 Numbers of Independent Pharmaceutical Retailers by State  
                      

State No. of Pharmaceutical 

Retailers 

Percent (%) 

Perlis 15 0.8 

Kedah 141 7.5 

Penang 229 12.2 

Perak 167 8.9 

Selangor 457 24.3 

Kuala Lumpur 220 11.7 

Negeri Sembilan 86 4.6 

Melaka 100 5.4 

Johor 178 9.5 

Pahang 170 9.0 

Terengganu 40 2.1 

Kelantan 75 4.0 

Total 1,878 100 

Source: National Pharmaceutical Regulatory Agency (NPRA) 

 

 

3.5  Unit of analysis  

The unit of analysis for an empirical study indicates ‘what or who should provide the 

data and at what level of aggregation’ (Sekaran & Bougie, 2010).  There seems to be 

a generally acceptable blur line between the organizational and individual level of 

analysis for entrepreneurship studies, given the unique characteristics of small firms 

(Deakins & Freel, 2010). Therefore, as an empirical study embarking on small firm 

examination, this study cautiously dealt with the unit of analysis. 

In this study, the respondents of interest were pharmaceutical retailers (small and 

medium-sized enterprises). Hence this study was responded by the owner-manager 

of the firm or the managers who are served with the company. Given the prominent 

role of a manager or owner-manager in a firm, they are qualified as key informants 
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to comment on organization-wide phenomena and the implicit processes underlying 

the internal resource and capabilities. Their points of view are indeed the most 

representative of the firm. 

 

3.6 Operational Definitions 

The research framework consists of four variables namely, business strategy 

(independent variable), marketing competencies (moderating variable), 

organizational culture (moderating variable) and performance (dependent variable). 

It was hypothesized that business strategy, marketing competencies and 

organizational culture can influence the performance of pharmaceutical retailers.  

 

Based on the contingency theory, a business strategy will affect the pharmaceutical 

retailers’ performance. However, the relationship between business strategy and 

performance will be moderated by marketing competencies and organizational 

culture. The three dimensions of business strategy are channel expansion, 

specialization, and low cost while performance is measured by net profit, total assets, 

total sales and total equity. 

 

3.7  Measurement of Research Variables 

A research instrument is the most critical part of the research because by not using 

the right instrument, the findings of the research are not valid. However, researchers 

are free to adapt the instruments either from previous studies or to construct their 

instruments through the proper process (Sekaran & Bougie, 2010). 
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In this research, business strategy consisted of three dimensions based on small 

retailer strategy types as suggested by Megicks (2007). The dimensions, namely, 

channel expansion, specialization and low cost were assessed via seven items on the 

questionnaire. Respondents were asked to indicate the extent of their emphasis on 

each business strategy based on a 7-point Likert scale from 1 = ‘Low emphasis’ to 7 

= ‘High emphasis’. Table 3.2 shows the items used to measure business strategy. 

 
Table 3.2 Measurement of Business Strategy 

Variable Number of items Source 

Channel expansion 2 Megicks (2007) 

Specialization 3  Megicks (2007) 

Low cost 2  Megicks (2007) 

 

Table 3.3 shows the dimensions which were used to measure marketing 

competencies, namely, product variety and depth, low price, and inventory control 

and advertising. In the survey questionnaire, these dimensions were measured from 

ten items which were adapted from the competitive methods from Conant, Smart & 

Solano-Mandez (1993).  Respondents were required to evaluate marketing 

competencies on a 7-point Likert scale that ranged from 1 = ‘Low emphasis’ to 7 = 

‘High emphasis’.  

Table 3.3 Measurement of Marketing Competencies 

Variable 

Number of 

items Source 

Product variety and depth 4 Conant, Smart & Solano-Mandez (1993) 

Low price 2 Conant, Smart & Solano-Mandez (1993) 

Inventory control and advertising 4 Conant, Smart & Solano-Mandez (1993) 
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It is complex to measure a typology of organizational culture. A variety of 

instruments have been introduced to measure and identify organizational culture (S. 

Ali, Ahmadi, Jalilian & Salamzadeh, 2012). However, for this study, the 

Organizational Culture Assessment Instrument (OCAI) developed by Cameron & 

Quinn (1999) was adopted to identify the type of organizational culture in the 

respondents’ firms whether it is a Clan, Adhocracy, Market or Hierarchy. Four 

dimensions were used, namely, dominant characteristics, organizational leadership, 

organizational glue, and criteria of success. Examples of items in a Clan, Adhocracy, 

Hierarchy, and Market culture are as follows. 

The organization is a very personal place. It is like an extended family. 

People seem to share a lot of themselves.  

The organization is a very dynamic entrepreneurial place. People are willing  

to stick their necks out and take a risk. 

 

The organization is very result orientated. A major concern is with getting the 

job done. People are very competitive and achievement oriented. 

 

The organization is a very controlled and structured place. Formal procedures 

generally govern what people do. 

 

Respondents were asked to indicate the extent to which they agree or disagree on the 

statement based on a 7-point Likert scale where 1 = ‘Strong disagreement’ to 7 = 

‘Strong agreement’.  Table 3.4 shows the items used to measure organizational 

culture. 

 

Table 3.4 Measurement of Organizational Culture 

Variable Number of items Source 

Dominant characteristic 2 Cameron & Quinn (1999) 

Organizational leadership 2 Cameron & Quinn (1999) 

Organizational glue 2 Cameron & Quinn (1999) 

Criteria of success 2 Cameron & Quinn (1999) 
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The criteria for performance in contingency analysis is critical and without using the 

criteria, there is no way to establish which alignment of contingency with an 

organizational factor is successful (Woodward, 1984). 

 

Performance was based on the firm’s average measure, growth measure and overall 

performance.  The following items were used to compute the average and growth 

measures, namely, net profit, total assets, total sales, and total equity.   

 

Table 3.5 Measurement for Performance 

Variable Measurement Source 

Performance Net profit Zakaria (2010); Garrigos-Simon & Marques (2004) 

 

Total assets Zakaria (2010); Garrigos-Simon & Marques (2004) 

 Total sales Zakaria (2010); Garrigos-Simon & Marques (2004) 

 

Total equity Zakaria (2010); Garrigos-Simon & Marques (2004) 

 

 

3.8    Research Survey Questionnaire 

The survey questionnaire consisted of 5 sections with 44 items. The final version of 

the questionnaire is shown in Appendix 1. Section I consisted of seven items on the 

background of the respondents and another seven items on the respondent’s firm. 

Section II consisted of seven items (Questions 15 - 21) about the respondent’s 

business strategy while Section III consisted of 10 items (Questions 22 - 31) to 

identify the types of marketing competencies.  Section IV consisted of eight items 

(Questions 32 - 39) to assess the firm’s organizational culture while Section V 

consisted of five items (Question 40 - 44) to measure performance. Data to measure 
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performance was collected over a period of three years. Table 3.6 shows the five 

sections and the corresponding items developed for the questionnaire. 

 
Table 3.6 The Survey Questionnaire Design 

Items Variable Source(s) 

1 - 7 Background of respondent 

 8 - 14 Background of the firm 

 15 - 21 Business strategy Megicks (2007) 

22 - 31 Marketing competencies  Conant, Smart & Solano-Mandez (1993) 

32 - 39 Organizational culture Cameron & Quinn (1999) 

40 - 44 Performance Zakaria (2010); Garrigos-Simon & Marques (2004); 

 

3.8.1  Pilot Study                                                                                                                                                                                                     

The aim of the pilot study was to seek some indication and to test the reliability and 

validity of the instruments as well as to get feedback on the clarity of the items in the 

questionnaire. It also helped to improve the reliability of the scale (Sekaran, 2000). 

Furthermore, results acquired from the pilot study helped the researcher to either 

retain or drop the items from the original instrument after performing a factor 

analysis.  

 

Taib, Mohd Udin & Abdul Ghani (2015) and Sekaran (2000) proposed that the 

appropriate sampling size for a pilot study was between 30 to 500 respondents. Thus, 

this pilot study was conducted on 30 pharmaceutical retailers in four different states, 

namely, Perlis, Kedah, Perak and Kelantan that fulfilled the criteria and were willing 

to participate. Self-administered questionnaires were distributed to the owners of two 

pharmaceutical retailers in Perlis, nine in Kedah, 15 in Perak and four in Kelantan. 

These states were selected because they were the closest to the researcher making it 

easier to follow-up with the respondents in case they needed further explanation on 
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the survey questionnaire. Thus, this resulted in a high response rate ( Sekaran & 

Bougie, 2010; Swanson & Holton, 2005).  

 

The closed-ended questions on the survey questionnaire made it easier and faster for 

the respondents to choose their answers. It also facilitated data coding and 

supplementary analysis. Sekaran & Bougie (2010) noted that it has more advantages 

as compared to other methods of data collection. Furthermore, a closed-ended 

questionnaire is one of the most widely used and reliable instrument for data 

collection (Mamoud, Ahmad & Poespowwidjojo, 2018; Neuman, 2008).  Thus, it 

was suitable for the present study.  

 

Based on the information obtained from the pilot study, some revisions were made to 

the original questionnaire which consisted of 5 sections with 89 items. However, 

after examining the results of the pilot study, it was discovered that 45 items were 

redundant and were dropped from the questionnaire. Thirteen items were dropped 

from the business strategy section while 16 items each were dropped from marketing 

competencies, and organizational culture sections, respectively. The final 

questionnaire consisted of five sections with 44 items. Table 3.7 shows the number 

of items before and after the factor analysis was conducted for the pilot study. 

Table 3.7 Comparison of the Number of Items in the Questionnaire Before and After 

Factor Analysis 

Variable 

Number of Items 

before  

Factor Analysis 

Number of items 

after  

Factor Analysis Source(s) 

Background of Respondent 
7 

(Questions 1 – 7) 

7 

(Questions 1 – 7) 

 

Background of the firm 
7 

(Questions 8 - 14) 

7 

(Questions 8 - 14) 
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Business strategy 
20 

(Questions 15 – 34) 

7 

(Questions 15 – 21) Megicks (2007) 

Marketing competencies  
26 

(Questions 35 – 60) 

10 

(Questions 22 – 31) 
Conant, Smart & Solano-

Mandez (1993) 

Organizational culture 
24 

(Questions 61 – 84) 

8 

(Questions 32 – 39) Cameron & Quinn (1999) 

Performance 
5 

(Questions 85 – 89) 

5 

(Questions 40 – 44) 

Zakaria (2010); Garrigos-

Simon & Marques (2004);  

 

 

3.8.2  Validity and Reliability of Measurement 

(i)  Validity test 

Cooper & Schindler (2014) stated that for testing and analyzing the assumptions, the 

instruments must meet the validity and reliability tests. The collected data must 

measure the element it needs to measure and at the same time maintain the measured 

results (reliability). 

To ensure validity of the research questionnaire, the instruments in the research 

process were adapted from previous studies.  In addition, a group of experts with 

specific specializations were also consulted where they were asked to comment on 

the language, clarity, and suitability of the items to ensure that the questionnaire was 

easily understood. The experts’ advice was taken into consideration in preparing the 

final questionnaire. Cooper & Schindler,(2014) and Md Taib, Mohd Udin & Abdul 

Ghani, (2015) stated that a certain degree of agreement between panel of experts 

suggest evidence for validity. Thus, based on suggestions by the experts, 

improvements in the wordings of items were incorporated for clarity.  

 

Furthermore, a pre-test was also conducted on five managers of pharmaceutical 

retailers to seek a better understanding and clarity of each item in the questionnaire 
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before a pilot study was conducted. During the pre-test, the managers were requested 

to identify words or phrases in the questionnaire that were unclear.  

 

Finally, a factor analysis was performed in order to verify, examine and validate the 

questionnaire in the aspects of business strategy, marketing competencies, and 

organizational culture and for grouping in a small factor. This was suggested by 

Swanson & Holton (2005) who noted that factor analysis is usually conducted in 

order to reduce the size of items and  to identify a small number of factors that 

explain most of the variance observed in a large number to manifest variables. 

 

In addition, a factor analysis was conducted to select a subset of variables from a 

larger set, based on which original variables have the highest correlations with the 

principal component factors and to drop the proposed scale items that cross-load on 

more than one factor among others (Swanson & Holton, 2005). 

Factor analysis was conducted based on principle component analysis (PCA) and 

varimax rotation as this method is the most commonly used by researchers.  Survey 

items that record a factor loading greater than 0.45 were retained. In addition, items 

were also retained where the Kaiser–Meyer-Olkin (KMO) value was greater than 

0.5. According to Kaiser (1974) an item with a  KMO value greater than 0.50 is 

considered firm and compact and, hence, must be retained in the construct.  

 

Table 3.8 shows the original six factors of business strategy before factor analysis 

was conducted, namely, customer service (Factor 1), channel expansion (Factor 2), 

cost reduction (Factor 3), specialization (Factor 4), low cost (Factor 5), and 

diversification (Factor 6). 
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Table 3.8 Factor Analysis for Business Strategy 

  
Business Strategy Factor Loading 

Business strategy Factor 1 Factor 2 Factor 3 Factor 4 Factor 5 Factor 6 

Growth from high quality service 0.112 

     Growth from serving new customers 0.278 

     Retain customer through service 0.435 

     Clear view customers and what is offered 0.146 

     Consolidation by closing outlets -0.129 

     Growth by integration 

 

0.248 

    Growth by opening new stores 

 

0.833 

    Growth by introducing mail order 

 

0.928 

    Consolidation by increasing efficiency 

  

0.333 

   Consolidation by butting cost 

  

0.122 

   Clear positioning as compared to 

competitors 

  

0.213 

   Compete through a specialist range 

   

0.816 

  Compete through a unique range 

   

0.839 

  Compete through an exclusive distribution 

   

0.632 

  Low cost from supplier relations 

    

0.349 

 Low cost from efficiency 0.414 

   

0.535 

 Price cutting to improve competitiveness 

    

0.943 

 Expended by diversification 

     

0.148 

Growth by widening range 

     

0.118 

Change with customer needs 

     

-0.133 

       

 

 

Table 3.9 shows the results after performing factor analysis where the three factors 

identified for business strategy were specialization, low cost, and channel expansion. 

The first factor, specialization, showed an eigenvalue greater than 1 (3.323) while 

two other factors, low cost, and channel expansion showed eigenvalues close to 1 

(0.983 and 0.913, respectively). All the items recorded factor loadings greater than 

0.5 while the KMO measure of sampling adequacy was 0.731. 
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Table 3.9 Rotated Factor Loading for Business Strategy 

 Factor 1 Factor 2 Factor 3 

 Specialization Low cost Channel expansion 

Eigenvalue 3.323 0.983 0.913 

Percentage of Variance 47.467 14.043 13.044 

KMO measure of Sampling Adequacy 0.731   

Significance 0.000   

Compete through a specialist range 0.816 
  

Compete through a unique range 0.839   

Compete through an exclusive distribution 0.632   

Growth by introducing mail order  0.928  

Growth by opening new stores  0.833  

Price cutting to improve competitiveness    0.943 

Low cost from efficiency 0.414  0.535 

 

Factor analysis was also performed on marketing competencies as shown in Table 

3.10. There were seven factors for marketing competencies in the original 

instrument, namely, presentation and preparation (Factor 1), product variety and 

depth (Factor 2), low price (Factor 3), high-priced convenience (Factor 4), inventory 

control and advertising (Factor 5), targeted incentives (Factor 6), and traditional 

fashions and service (Factor 7).  

 

Table 3.10 Factor Analysis for Marketing Competencies 

 

  
Marketing Competencies Factor Loading 

Marketing Competencies Factor 1 Factor 2 Factor 3 Factor 4 Factor 5 Factor 6 Factor 7 

Store layout and merchandise presentation 0.12 

    

0.166 

 Employee training 0.276 

      Location of store 0.386 

     

0.162 

Atmospherics (for example, sights and 

sounds) 0.459 

      Stocking unique products 0.185 

   

0.288 

  Maintaining high inventory levels 

 

0.782 

  

0.104 

  Stocking highly recognized brand names 

 

0.801 

     Carrying a variety of product lines 

 

0.699 

     Depth of product selection 

 

0.657 
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Carrying lower priced product lines 0.404 

 

0.719 

    Pricing below competitors 

  

0.817 

    Buying convenience (e.g., telephone 

ordering) 

   

0.265 

 

0.242 

 Carrying higher priced product lines 0.298 

  

0.20 

   Civic involvement 

   

0.184 

   Using computers to track inventory and 

sales 

    

0.528 

  Stocking private label brand names 

    

0.801 

  Advertising - general use 

    

0.790 

  Use of co-op advertising 

    

0.744 

  Sales promotion programs (e.g., gift 

coupons) 

     

0.273 

 Holding sales 

     

0.15 

 Use of direct mail advertising 

  

0.177 

  

-0.265 

 Carrying traditional fashions 

   

0.195 

 

0.169 

 After-sale service (e.g., gift wrapping) 

 

0.204 

    

0.164 

Before-the-sale service 

      

0.203 

High quality merchandise 

     

0.236 -0.103 

Carrying trend fashions 

      

0.223 

 

Table 3.11 shows the three factors generated for marketing competencies after 

performing factor analysis which were product variety and depth (Factor 2), low 

price (Factor 3), and inventory control and advertising (Factor 5) with eigenvalues of 

3.520, 1.618, and 1.221, respectively. The KMO showed a score of 0.727. Thus, 

these dimensions were used to examine marketing competencies as a moderating 

variable in the relationship between business strategy and performance. 

 

Table 3.11 Rotated Factor Loading for Marketing Competencies  

 Factor 2 Factor 3 Factor 5 

 Product variety 

and depth 

Low price Inventory control 

and advertising 

Eigenvalue 3.520 1.618 1.221 

Percentage of Variance 35.196 16.179 12.205 

KMO measure of Sampling Adequacy 0.727   

Significance 0.000   

Maintaining a high inventory level 0.782   

Stocking highly recognized brand names 0.801   

Carrying a variety of products and lines 0.699   

Depth of product selection 0.657  0.484 

Stocking private label brand names  0.801  

Advertising - general use  0.790  

Use of co-op advertising  0.744  

Using computers to track inventory and sales  0.528  
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Carrying lower product lines 0.404  0.719 

Pricing below competitors   0.817 

 

Factor analysis was also conducted for organizational culture as shown in Table 

3.12. The four factors for organizational culture were dominant characteristics 

(Factor 1), organizational leadership (Factor 2), organizational glue (Factor 3), and 

criteria of success (Factor 4).   

Table 3.12 Factor Analysis for Organizational Culture 

 

 

Organizational Culture Factor Loading 

Organizational culture type  Factor 1 Factor 2 Factor 3 Factor 4 

Dominant characteristic           

Organization is like a family 0.992 

   Entrepreneurial and risk taking 0.843 

   Competitive and achievement oriented 0.312 0.373 

  Control and structure 0. 20 0.27  

 Organizational leadership  

    Mentoring, facilitating or nurturing 

 

0.837 

  Entrepreneurial, innovative or risk taking 

 

0.747 

  No-nonsense, aggressive, result oriented 

 

-0.124 

  Coordinating, organizing, efficiency oriented 

 

-0.238 

  Organizational glue  

    Loyalty and mutual trust 

  

0.887 . 

Commitment to innovation and development 

  

0.154 

 Emphasis on achievement and goal accomplishment 

  

0.712 

 Formal rules and policies 

  

0.197 

 Criteria of success  

    Teamwork, consensus and participation 

   

0.871 

Individual risk taking, innovation, freedom and 

uniqueness 

   

0.715 

Competitiveness and achievement oriented 

   

0.211 

Security, conformity, predictability 

   

0.206 

 

Table 3.13 shows the factors generated for organizational culture after performing 

factor analysis. The eigenvalues for dominant characteristic (2.793), and 

organizational glue (1.563) were greater than 1 while eigenvalues for organizational 

leadership (0.988) and criteria for success (0.865) were close to 1. The KMO shows 

a score of 0.607. Thus, these dimensions were used to examine organizational 
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culture as a moderating variable in the relationship between business strategy and 

performance. 

 

Table 3.13 Rotated Factor Loading for Organizational Culture 

 Factor 1 Factor 2 Factor 3 Factor 4 

Eigenvalue 2.793 1.563 0.988 0.865 

Percentage of Variance 34.918 19.543 12.352 10.815 

KMO measure of Sampling Adequacy 0.607    

Significance 0.000    

The organization is a very personal place. It is like an 

extended family. People seem to share a lot of 

themselves. 

 

The organization is a very dynamic entrepreneurial 

place. Staff are willing to stick their necks out and take 

risk. 

 

.922 

 

 

 

.843 

   

The leadership in the organization is generally 

considered to exemplify mentoring, facilitating, or 

nurturing. 

 

 .837   

The leadership in the organization is generally 

considered to exemplify entrepreneurship, innovating, 

or risk- taking. 

 

 .747   

The glue that holds the organization together is loyalty 

and mutual trust. Commitment to this organization 

runs high. 

 

  .887 

 

 

 

 

The glue that holds the organization together is the 

emphasis on achievement and goal accomplishment. 

Aggressiveness and winning are common themes.    

 

The organization defines success on the basis of the 

development of human resources, teamwork, 

employee commitment, and concern for people.     

 

The organization defines success on the basis of 

having the most unique or newest products. It is a 

product leader and innovator. 

                       

  .712 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

0.871 

 

 

 

 

0.715 

 

 

Results of the factor analysis for all the measurements that was used in the 

questionnaire indicated some evidence of construct validity. These results further 
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suggested that the different dimensions of each variable are empirically related 

(Allen & Yen, 1979). 

 

(ii) Reliability Test 

Cronbach’s alpha is the most common test used to estimate the reliability, or internal 

consistency, of a composite score. It is most commonly used when there are multiple 

questions in a questionnaire that form a scale to determine if the scale is reliable. The 

general rule of thumb is that a Cronbach’s alpha of 0.5 and above is considered 

adequate, 0.6 and above is average, and 0.7 and above has greater reliability (Hair, 

Black, Babin, Anderson & Tatham, 2006; Sekaran & Bougie, 2010). Therefore, 

Cronbach’s alpha was utilized to assess the reliability of the measures in this study.  

 

Table 3.14 shows the results of the reliability test. The Cronbach’s alpha recorded 

for business strategy, marketing competencies, and organizational culture are 

between 0.5 and 0.799 and, thus, is considered acceptable.  

 

Table 3.14 Reliability analysis 

Research Variables Number of items Cronbach`s alpha 

Business Strategy 7 0.799 

Channel Expansion 2 0.838 

Specialization 3 0.755 

Low cost 2 0.511 

Marketing Competencies 10 0.774 

Product variety and depth 4 0.770 

Low price 2 0.521 

Inventory control and advertising 4 0.725 

Organizational Culture 8 0.728 

Dominant characteristic 2 0.819 

Organizational leadership 2 0.623 

Organizational glue 2 0.619 

Criteria of success 2 0.541 
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3.9   Data Collection  

The data collection took place from August 2017 through January 2018.  The 

selected respondents were independent pharmaceutical retailers owned by a single 

individual (sole proprietor) or partnership operating in Peninsular Malaysia.  

Pharmaceutical chains or retailers either owned by multinationals or local companies 

were excluded from this study.  In addition, pharmaceuticals in East Malaysia were 

excluded due to their locations being scattered all over Sabah and Sarawak which 

may have an impact on the findings. The questionnaires were mailed to the 

respondents because of its advantages of being able to  reach all types of people at 

some geographical areas and it was also less expensive compared with personal 

interviews (Crouch & Housden, 2003).  

A stratified random sampling approach was utilized for selecting the respondents 

because they were unevenly distributed over Peninsula Malaysia (Crouch & 

Housden, 2003). A total of 320 questionnaires were distributed based on the 

suggestion for minimum sample size by Krejcie and Morgan (1970).  Table 3.15 

shows the total target population of pharmaceutical retailers and the number of 

sample taken by state. 

 

 Table 3.15 Number of Sample Taken by State 

State Target population No. of sample taken Percentage (%) 

Perlis 15 3 0.9 

Kedah 141 24 7.5 

Penang 229 39 12.2 

Perak 167 28  8.7 

Selangor 457 78  24.3 

Kuala Lumpur 220 37  11.6 

Negeri Sembilan 86 15 4.7 

Melaka 100 17 5.3 

Johor 178 30 9.4 
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Pahang 170 29  9.1 

Terengganu 40  7 2.2 

Kelantan 75 13 4.1 

Total 1,878 320 100.0 

 

A list of sample pharmaceutical retailers and their contact information were gathered 

for data collection. Specific contact information for each firm was obtained from the 

National Pharmaceutical Control Bureau.  To ensure that only the selected person 

answered the questionnaire, the person’s position was written on the envelope.  They 

were store managers, the owners or senior administrative staff.  

 

The questionnaire together with a cover letter explaining the purpose of the study 

and its importance to the researcher and other parties were mailed to the respective 

person along with a stamped and self-addressed envelope to 320 pharmaceutical 

retailers. After a few weeks, phone calls were made to each of the pharmacy as a 

follow-up. 

 

Of the 320 questionnaires that were mailed to pharmaceutical retailers, 170 were 

received back for an overall response rate of 53.1%. Upon a further check, 20 sets of 

questionnaires were found to be incomplete and was dropped. Thus, 150 

questionnaires were usable and formed the final sample of the study. Table 3.16 

shows a summary of the response rate.  

 

Table 3.16 Response Rate 

Response Total Percentage (%) 

Questionnaires distributed 320 100 

Collected questionnaires 170 53.1 

Uncollected questionnaires 150 46.8 

Unusable questionnaires 20 13.3 
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Validated questionnaires 150 46.8 

Early response 55 36.6 

Late response 95 63.3 

 

3.10    Statistical Analyses 

A number of statistical analyses were employed in this study, namely, descriptive 

analysis, correlation analysis and regression analysis. 

3.10.1  Descriptive Analysis 

Descriptive analysis was carried out on each item in Section I of the questionnaire to 

understand the respondents’ background and their respective firm including mean 

score, mode, percentage and standard deviation for each variable. 

 

3.10.2  Correlation Analysis and Simple linear regression 

Correlation analysis was utilized to examine the nature of the relationship between 

business strategy and performance. This was followed by simple linear regression 

analysis to examine the causal effect between business strategy and performance.  

 

 

 

3.10.3  Multiple Regression Analysis 

Multiple regression analysis was employed to assess which of the moderating 

variable will moderate the relationship between business strategy and performance. 

For each of the moderator variable, two sets of multiple regression were performed 

to examine the change in R-squared that would indicate the strength of each of the 

moderating variable in explaining the performance of the pharmaceutical retailers. 
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3.11  Chapter Summary 

Chapter 3 provides a description of the research framework and methodology that 

was used in this study. This chapter also described the research framework, 

hypothesis development, measurement of instruments, sample selection and data 

collection method used in the study. In addition, this chapter also described the 

statistical methods utilized to analyze and test the hypotheses in this study.   
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CHAPTER 4 

FINDINGS 

 

4.1  Introduction 

 

Chapter 4 presents the results of this study. Following the introduction, Section 4.2 

presents the data screening and assessment of the underlying statistical requirements 

of the analytical tools used. Section 4.3 provides a discussion of the background of 

the pharmaceutical retailers as the respondents of the study, the types of business 

strategies adopted, marketing competencies, organizational culture, and 

performance.  The chapter ends in Section 4.4 with the results of the research 

hypothesis. 

 

4.2  Data Screening 

The dataset was screened through four major steps of data cleaning before 

performing the hypothesis testing. These steps comprised of an analysis of missing 

data, detection of outliers, examination of normality, and examination of linearity 

assumptions (as reported in Sections 4.3.1.1 through 4.3.1.5 respectively).  

 

4.2.1  Response Rate 

Non-response is a common issue faced by researchers due to the probability of 

obtaining differences in results. According to Krejcie and Morgan (1970 ), for this 

study, at least 320 questionnaires must be distributed to the respondents. However, 

170 questionnaires were successfully retrieved from the respondents for a response 
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rate of 53.1%.  However, of the successfully retrieved questionnaires, 20 sets 

(13.3%) were invalid because the respondents wrongly completed their answers or 

left substantial parts of the questionnaire blank. Hence, 150 (46.8%) questionnaires 

were valid and used for further analysis. Thus, the response rate for the study was 

adequate since Sekaran and Bougie (2010) and  Hair et al. (2006), explained that the 

response rate of 50%, 35%, and 30%  respectively is sufficient and considered 

adequate. Table 4.1 shows details of the number of questionnaires distributed and 

retrieved as well as the response rate for this study. 

 
Table 4.1 

Response Rate 

 

Responses Total % 

Number of questionnaires distributed 320 100 

Number of questionnaires retrieved 170 53.1 

Number of retrieved and valid questionnaires  150 46.8 

Number of returned and invalid 

questionnaires 

20 13.3 

Number of questionnaires not retrieved 150 46.8 

Gross response rate  170 53.1 

Valid response rate  150 46.8 

 

4.2.2  Detecting for Missing Data 

According to Sekaran & Bougie (2010) and Hair et al., (2006), missing data can 

significantly influence multivariate analyses. For this purpose, descriptive analysis 

using SPSS was performed and no missing data was detected.  

 

 

4.2.3  Detecting Univariate and Multivariate Outliers 

Following the process of detecting for missing values, the dataset was then subjected 

to another test to detect for any outliers before the assumption of normality was 
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examined. Outliers are observations or cases with scores that are distinct from the 

remainder of the sample, either much higher or much lower.  Filtering data from 

outliers is crucial as outliers potentially jeopardize the normality of data which in 

turn distorts the statistical findings (Hair et al., 2006).  

 

The multivariate outlier detection was carried out by computing Mahalanobis 

Distance measure for every single case using the SPSS Regression procedure. They 

were evaluated with a chi-square (χ2) distribution and a stringent alpha level (p < 

.001), with degrees of freedom equating the number of independent measured 

variables being examined (Guarino, Glenn & Meyers, 2013). 

 

Table 4.2 shows that the reading of 5% trimmed mean result is 2.5867. This shows 

that if there is an outlier and the data that consisted of the outlier was pulled out from 

the original data set, the mean for the variable, namely, net profit is 2.5850 and this 

result is not much different. Thus, the data is normally distributed. 

 

 

Table 4.2 

Descriptive Analysis for the Data - Performance  

 

Variable Statistic Standard Error 

Performance Mean 2.5850 .03870 

95% Confidence 

Interval for Mean 

Lower Bound 2.5085  

Upper Bound 2.6615  

5% Trimmed Mean 2.5867  

Median 2.5833  

Variance .225  

Std. Deviation .47392  

Minimum 1.58  

Maximum 3.67  

Range 2.08  

Interquartile Range .75  

Skewness -.021 .198 

Kurtosis -.710 .394 
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Other descriptive statistical analyses that were conducted to assess for normality and 

to identify outliers were the boxplot, Q-Q plot and histogram.  The boxplot, as in 

Figure 4.1, shows that the variable, performance, contained no outliers or extreme 

data. This shows that the data is normally distributed.  

 

 
 

Figure 4.1: Boxplot for Variable - Performance 

Another test for normality of the data distribution, called the Q-Q plot as shown in 

Figure 4.2, also shows that the variable, performance, contained no outliers or 

extreme data. Thus, the data is normally distributed.  

 
 

Figure 4.2: Q-Q Plot for Variable - Performance 
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Figure 4.2 shows another descriptive analysis conducted on the dataset using a 

histogram. It also shows a normal distribution for the variable, performance. The 

purpose of the histogram in the SPSS is to graphically summarize the distribution of 

a dataset.  

                 
Figure 4.3: Histogram for Variable - Performance  

 

In addition to the descriptive analyses, this study utilized two other tests, namely, the 

Kolmogorov-Smirnov and Shapiro-Wilk to assess normality of the variable, 

performance. Table 4.3 shows that the p value for performance in both tests are more 

than 0.001. This indicates that the data is normally distributed.  

 

Table 4.3 

Kolmogorov-Smirnov and Shapiro-Wilk tests of Normality for Variable - Performance 
 

Variable 
Kolmogorov-Smirnov

a
 Shapiro-Wilk 

Statistic Df Sig. Statistic Df Sig. 

Performance .072 150 .054 .985 150 .100 

Note:  

a. Lilliefors Significance Correction 
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In conclusion, the results suggest that the assumptions of linearity and normality of 

the data had been met.  Thus, based on Table 4.2, Figures 4.1 – 4.3 and Table 4.3, no 

variable was transformed as they were all fairly, normally distributed. 

 

4.3  Background of Respondents 

The respondents’ background is discussed in two parts. The first part presents the 

characteristics of the owner-managers who participated in this study while the 

second part provides a discussion of the characteristics of the pharmaceutical 

retailers. 

 

4.3.1  Characteristics of the Owner-Managers  

The owner-managers were examined for the following characteristics: (i) how (s)he 

became the owner-manager of her/his firm, current job position, educational level, 

ethnicity, gender, age, experience before becoming involved in pharmaceutical 

retailing, and experience in the current business.  

 

4.3.1.1 Initial involvement of the owner-manager in the business 

Table 4.4 shows that of the 150 respondents, 85 respondents (56.6%) can be 

categorized as entrepreneurs. Among these 85 entrepreneurs, 44 respondents are the 

founder of the business, 20 respondents are co-founders and 21 respondents inherited 

the business from their family. A total of 65 respondents (43.4%) are employees who 

were hired or promoted by the firm.   
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Table 4.4 

Initial Involvement of the Owner-Manager in the Business 

 

Respondent’s initial involvement in the Business Frequency Percent 

Founder 44 29.3 

Co-founder 20 13.3 

Inherited the business 21 14.0 

Hired or promoted by the firm 65 43.3 

Total 150 100.0 

 

Table 4.5 shows the current job position held by the respondents. Six respondents 

(4%) are currently the owner-director of the business while 68 respondents (45.3%) 

are owner-managers.  Twenty six respondents (17.3%) are managers employed by 

the firm while another 50 respondents (33%) fall in the ‘Other’ category. 

 

Table 4.5 

Respondent’s Current Job Position 

 

Current job position Frequency Percent 

Owner and director 6 4 

Owner and manager 68 45.3 

Manager but not owner 26 17.3 

Others 50 33 

Total 150 100.0 

 

Table 4.6 shows the respondents’ educational level, ethnicity, and gender. Almost 

half of the total number of respondents (49.3%) are diploma holders while 46.7% 

hold a Bachelor’s degree. Only a very few (4.0%) have a school certificate. In terms 

of ethnicity, a majority of the respondents are Chinese (35.3%) followed by Indians 

(33.3%) and Malay (33.3%). In terms of gender, ninety respondents (60%) are 

female while 60 of the respondents (40%) are male.  
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Table 4.6 

Respondents’ Level of Education, Ethnicity and Gender 

 

 

Frequency Percent (%) 

Educational level   

     School certificate 6 4.0 

     Diploma 74 49.3 

     Bachelor’s degree 70 46.7 

Ethnicity 

       Chinese 53 35.3 

     Malay 45 30.0 

     Indian 50 33.3 

     Others 2 1.3 

Gender 

       Male 60 40 

     Female 90 60 

 

  

Figure 4.4 shows a bar chart which compared the respondents’ gender and their level 

of education. The chart shows that for the ninety female respondents, 42 (47%) of 

them hold a Bachelor’s degree, 43 (48%) are diploma holders, while the remaining 5 

(5%) hold a School certificate. On the other hand, for the 60 male respondents, 28 

(47%) of them hold a Bachelor’s degree, 31 (52%) are diploma holders while 1 (1%) 

hold a school certificate. This finding is in line with the current trend which suggests 

that female candidates are increasing in numbers in either the education or 

employment field as compared to male.      

 

 

 

Figure 4.4: Respondents’ Level of Education and Gender 
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Table 4.7 shows the respondents’ business experience before they ventured into the 

pharmaceutical business. The table shows that 30 respondents (68.1%) of the owner- 

manager of the pharmaceutical retailers started or set up their business after they 

have 6 to 9 years of experience in the pharmaceutical industry. This phenomenon 

also can be seen in the participants who inherited the business from his/her family. 

13 participants (61.9%) of the owners of the pharmaceutical retailer feel more 

confident to continue their family business after they have 5 to 9 years of experience 

in this industry.   

 

This trend happened because in the medical field, particularly in the pharmaceutical 

industry, the more experience the pharmacists or the entire person is, the more he/she 

can gain trust from the peoples/customers. This situation can help to boost a chance 

of survival rate of his/her business in the future. This is one of the reasons why most 

of the pharmacists or the owner-managers of the retail pharmacy in this study start 

his/her business after he/she has more than 5 years of experience.  Furthermore, this 

trend also can be related with the rules that were set up by the government that needs 

a new pharmacist to work with any government hospital for at least 5years after they 

qualified as a pharmacist before they can set-up of their own business.   

 

However, there are still have a group of participants who started their business or 

seek employees in the pharmaceutical industry that have under five years of 

experience. From table 4.7 above, there are 14 (31.8%) founders, 4 (20%) 

cofounders, and  8 individuals ( 38%) were inherited the business from family 

members who have below 5 years of experience. It also noticed that 28 employees 
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from the pharmaceutical retailers that have under 5 years of experience participated 

in this study. 

 

Finally, Table 4.7 also shows that 6 participants have 10 to 14 years of experience, 1 

participants have more than 20 years of experiences before they are joined in this 

pharmaceutical industry.  

Table 4.7 

Respondents’ Prior Business Experience (in Number of Years) 

 

 Prior Business Experience (in Years) 

 < 5 years 6 - 9 years 10 - 14 years 15- 20 years 

Founder 14 28 2 0 

Co-founder 4 15 0 1 

Inherited the business 8 10 3 0 

Hired or promoted by the 

firm 28 36 6 1 

 

 

 

4.4 Characteristics of Sample Firms 

  

 

The selected pharmaceutical retailers included in this study were also examined on 

the following characteristics: age of the firm, average annual sales, location, number 

of employees, paid-up capital, type of entity, and area of operation. 

 

Table 4.8 shows that the pharmaceutical retailers were divided into four categories 

based on the number of years in operation: 1 – 5 years, 6 - 10 years, 11 - 15 years, 

and over 15 years. The largest number of respondents were relatively new where 139 

firms (92.7%) had only been in operation between 1 – 5 years. Ten firms (6.7%) had 

been operating between 6 – 10 years, while another firm had been in operation 

between 11 - 15 years. None of the respondents in this study had been in operation 

for over 15 years.  
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The respondents were further examined based on their average annual sales. Table 

4.8 shows that 104 firms (69.3%) had an average annual sales of between 

RM100,000 to RM200,000 followed by 24% of the firms with an average annual 

sales of between RM201,000 – RM300,000. Only a small number of firms (4.7%) 

generated annual sales of less than RM100,000 while 2% had annual sales of over 

RM300,000.  

 

Nonetheless, of the new firms that has been in operation for less than 5 years, 97 of 

these firms (69.8%) and 35 firms (25.2%) generated an average annual sales of 

between RM100,000 to RM200,000 and RM201,000 – RM300,000, respectively. 

Four of these new firms generated annual sales of less than RM100,000 while 

another three firms (2.2%) had annual sales of more than RM300,000. 

 

For the ten firms that has been in operation between 6 - 10 years, six firms (60%) 

generated annual sales of between RM100,000 - RM200,000. Three firms (30%) 

showed an annual sales of between RM200,001 - RM300,000 while only one firm 

(10%) showed annual sales of less than RM100,000. In addition, only 1 respondent 

had been in operation between 11 – 15 years with an average annual sales of 

between RM100,000 – RM200,000. 

 

Table 4.8 

Number of Years of Operation and Average Annual Sales in RM’000 

 

 

Average annual sales (RM’000)  

<100 100 - 200 201 -  300 > 300 Total (%) 

Years of operation     
 

1 - 5 years 4 97 35 3 139 (92.7%) 

6 - 10 years 3 6 1 0 10 (6.7%) 
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11 - 15 years 0 1 0 0 1 (0.7%) 

Over 15  years 0 0 0 0 0 

Total 7 (4.7%) 104 (69.3%) 36 (24.0%) 3 (2.0%) 150 

 

Table 4.9 shows that the largest number of respondent firms are located in Johor and 

Pahang, each with 22 firms (14.7%), followed by Perak with 21 firms (14.0%) and 

Penang and Malacca with 15 respondent firms each (10.0%). The number of 

respondent firms located in Kuala Lumpur and Selangor are 13 each while 10 firms 

(6.7%) are in Kelantan.  Two firms are located in Perlis with the least number of 

respondents for this study.    

 

Furthermore, of the 150 respondent firms, a total of 141 firms (94.0%) operated 

within the state where they are located, seven firms (4.7%) have a branch firm in 

another state and two firms (1.3%) have a subsidiary or branch overseas. 

 

Table 4.9 

Location, Area of Operation of Respondent Firms 

 

Characteristic Frequency Per cent 

Location Johor 22 14.7 

 Pahang 22 14.7 

 Perak 21 14.0 

 Penang 15 10.0 

 Malacca 15 10.0 

 Kuala Lumpur 13 8.7 

  Selangor 13 8.7 

 Kelantan 10 6.66 

 Negeri Sembilan 8 5.3 

 Kedah 4 2.7 

  Terengganu 5 3.33 

  Perlis 2 1.3 

Area of operation Local 141 94.0 

 Regional 9 6.0 

  National 0 1.3 
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Table 4.10 shows that the largest number of respondent firms are owned by the 

director or manager where 140 firms (93.3%) are established as a sole proprietorship. 

Eight firms (5.3%) are in the form of a partnership, and two firms (1.3%) are private 

limited company.  

In terms of net worth, Table 4.10 shows that ten firms (6.7%) have paid-up capital of 

over RM300,000. Nonetheless, a majority of the respondent firms (112 firms, 

74.7%) have paid-up capital of between RM100,000 - RM200,000 while 25 firms 

(16.7%) have paid-up capital of between RM200,001 - RM300,000. The remaining 

three firms (2.0%) have paid-up capital of less than RM100,000. 

 
Table 4.10 

 Legal Entity and Paid-up Capital of Respondent Firms 

 

Characteristic Frequency Per cent 

Legal entity of firm Sole proprietorship 140 86.7 

  Partnership 8 5.3 

  Private limited Company 2 1.3 

     

Paid-up capital < RM100,000 3 2.0 

  Between RM100,000 - RM200,000 112 74.7 

  Between RM200,001- RM300,000 25 16.7 

  > RM300,000 10 6.7 

 

 

4.5  Business strategy 

 

This study examined three business strategies, namely, channel expansion, 

specialization, and low cost which were measured via items 15 to 21 of the 

questionnaire. Respondents were requested to select the business strategy practiced 

in their firm based on a seven-point numerical scale from the lowest to the highest 

emphasis. Table 4.11 shows the means and standard deviation scores for each 

business strategy.  
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Table 4.11  

Means and Standard Deviation for Business Strategy Variables 

 

Business Strategy Variable Mean Standard deviation 

Channel expansion 5.093 0.438 

Specialization 4.402 0.545 

Low cost 4.433 0.799 

Business strategy 4.614 0.501 

 

 

4.5.1 Marketing Competencies 

 

Marketing competencies were examined from ten items measured via items 22 to 31 

on the questionnaire. Respondents were asked to indicate the level of marketing 

competencies in their firm based on a seven-point numerical scale from the lowest to 

the highest emphasis. Table 4.12 shows the means and standard deviation for 

marketing competencies.  

 

 
Table 4.12  

Means and Standard Deviations for Marketing Competencies 

 

Moderating variable  Mean Standard Deviation 

Marketing Competencies  4.633 0.536 

 

 

4.5.2 Organizational Culture 

 

The third variable that was examined in this study was organizational culture 

measured via items 32 through 39 in the questionnaire. Organizational culture was 

measured based on four dimensions, namely, dominant characteristic, organizational 

leadership, organizational glue, and criteria of success from the OCAI questionnaire. 

The mean scores of these four dimensions of organizational culture were compared 

and the results are shown in Table 4.13.  
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Table 4.13 shows the first dimension, dominant characteristics. The mean score is 

higher for Adhocracy culture (mean = 5.20) as compared to Clan culture.  Thus, the 

dimension dominant characteristic belongs under Adhocracy culture. The second 

dimension is organizational leadership.  The mean score for Clan culture is higher 

(mean = 5.20) as compared to Adhocracy culture.  Thus, the dimension dominant 

characteristic belongs under Clan culture. For the third dimension, organizational 

glue, the mean score is higher for Clan culture (mean = 5.18). Thus, the dimension 

organizational culture belongs under the Clan culture. Finally, for the fourth 

dimension, criteria of success, the mean score for Clan culture is higher (mean = 

5.07) as compared to Adhocracy culture (mean = 4.70).  Thus, the dimension criteria 

of success belongs under the Clan culture. 

 

Table 4.13 

Dimensions of Culture and Types of Culture 

 

  Types of Culture 

  Clan culture Adhocracy culture Market culture 

Dimensions of Culture n Mean n Mean n Mean 

Dominant characteristic 150 5.11 150 5.20 

  
Organizational leadership 150 5.20 150 5.09 

  Organizational glue 150 5.18 

  

150 5.09 

Criteria of success 150 5.07 150 4.70 

   

 

Table 4.13 shows that from the findings of the descriptive analysis on culture 

dimensions, the organizational culture within most of pharmaceutical retailers is 

predominantly represented by the Clan culture type.  This type of organizational 

culture is characterized by a focus on internal maintenance with flexibility, family-

like relationship that are more concerned on people, and how the organization’s 

success in its achievement is defined.  
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Table 4.14 shows the mean and standard deviation for organizational culture. 

 

Table 4.14 

Means and standard deviations for organizational culture 

 

Moderating variable  Mean Standard Deviation 

Organizational culture  5.04 0.596 

 

4.5.3  The Performance Measures 

 

In this research, performance was measured by net profit, total assets, total equity, 

and total sales via items 40 - 44 on the questionnaire. The respondents were 

requested to provide the actual values for net profit, total assets, total equity and total 

sales. Table 4.15 shows the minimum, maximum, mean, and standard deviation 

scores for each of the measures of performance. 

 

Table 4.15 

Means and Standard Deviations for Measures of Performance  

 

 

 

 

4.6 Results of Hypothesis Testing 

 

4.6.1 Hypothesis H1: Business strategy has a causal effect to the performance of 

pharmaceutical retailers in Peninsular Malaysia. 

 

For this study, business strategy was examined on three dimensions, namely, channel 

expansion, specialization and low cost. As such, a separate hypothesis was 

Performance Measures  Min Max Mean Standard Deviation 

Net Profit 1.00 4.00 2.291 0.764 

Total Assets 2.33 3.33 2.880 0.235 

Total Equity 1.67 4.00 2.328 0.424 

Total Sales 1.00 4.00 2.564 0.904 

Performance 1.58 3.67 2.585 0.473 
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developed for each of these business strategies and the results for these hypotheses 

are discussed in the following sections.  

 

 

 

 

 

 

 

4.6.1.1 Hypothesis H1a: There is a causal effect of channel expansion strategy 

to the performance of pharmaceutical retailers in Peninsular Malaysia. 

 

In order to test hypotheses H1a, H1b, H1c, H1d and hypothesis H2, firstly, a correlation 

analysis was carried out to examine the relationship between channel expansion 

strategy and performance to identify the nature of the relationship between the 

independent and dependent variables. According to Sekaran (2000), correlation 

analysis was conducted to examine the direction, strength, and significance of the 

bivariate relationship of the variables under study. According to Pallant (2005) the 

strength of such relationships can be identified by examining the correlation 

coefficient. If the value of the relationship is 0, it means there is no relationship 

between the two variables, however, if the value is 1, it indicates that there is a 

perfect relationship. Table 4.16 shows the guidelines for the strength of the 

relationship between two variables. 

 

Table 4.16 

Correlation Value and Strength of Relationship 

 

Correlation value Strength of Relationship 

r = 0.10 to 0.29; r = -0.10 to -0.29 Weak 

r = 0.30 to 0.49; r = -0.30 to -0.39 Medium 

r = 0.50 to 1.00; r = -0.50 to -1.00 Strong 
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Table 4.17 shows that the value of the Pearson correlation is 0.089 and the p value is 

0.2. This shows that there is a positive relationship between channel expansion and 

performance, but the relationship is not significant.  

 

 

 

Table 4.17 

Results of the Correlation Analysis between Channel Expansion and Performance 

 

Independent variable Dependent  variable Pearson correlation Sign 

Channel  expansion  

strategy Performance 0.089* 0.277 

Note: 

     *Correlation is significant at the 0.05 level (2- tailed) 

 

Simple linear regression analysis was utilized to examine the effect of each item of 

the firms’ channel expansion strategy on performance. Table 4.18 shows that 

channel expansion strategy did not significantly affect performance with p > 0.05. 

The F value is 1.191, and the R
2
 is 0.008 which means that only 0.8% of 

performance can be explained by this strategy. The β value of 0.089 indicates that 

there was a weak correlation between channel expansion strategy and performance. 

 

Table 4.18 

Results of the Simple Linear Regression Analysis between Channel Expansion and 

Performance 

 

Independent Variable Dependent variable, Performance Sign 

Channel  expansion 0.089 0.277 

F-value 1.191 

 R
2
 0.008 

 Adjusted R
2
 0.001 

 Durbin Watson 1.241 
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4.6.1.2 Hypothesis H1b: There is a causal effect of specialization strategy to the 

performance of pharmaceutical retailers in Peninsular Malaysia. 

 

A correlation analysis was performed to examine the relationship between 

specialization strategy to performance. Results of the correlation analysis as in Table 

4.19 shows that the value of Pearson correlation is 0.185 (p value ≤ 0.023). This 

shows that there is a positive relationship between specialization and performance of 

pharmaceutical retailers.  

 

Table 4.19 

Results of the Correlation Analysis between Specialization Strategy and Performance 
 

Independent variable Dependent  variable Pearson correlation Sign 

Specialization strategy Performance 0.185* 0.023 

Note:  

     *Correlation is significant at the 0.05 level (2- tailed) 

 

Simple linear regression analysis was utilized to examine the effect of specialization 

strategy on performance. Table 4.20 shows a significant effect between 

specialization strategy and performance. The F value is 5.244, p value is 0.023, and 

the R
2
 value is 0.034. This means 3.4% of performance of pharmaceutical retailers 

can be explained by the specialization strategy. The β value is 0.185 which indicates 

a weak correlation between specialization strategy and performance.  

 

Table 4.20 

Results of the Simple Linear Regression Analysis between Specialization and 

Performance 
 

Independent Variable Dependent variable, Performance Sign 

Specialization 0.185 0.023 

F value 5.244 

 R2 0.034 

 Adjusted R2 0.028 

 Durbin Watson 1.214 
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4.6.1.3 Hypothesis H1c: There is a causal effect of low cost strategy to the 

performance of pharmaceutical retailers 

 

A correlation analysis was performed to examine the relationship between the low 

cost strategy and performance. Results of the analysis as in Table 4.21 shows that 

there is a moderate relationship between the low cost strategy and performance 

where the value of Pearson correlation is 0.334 and p ≤ 0.000.  

 

Table 4.21 

Results of the Correlation Analysis between Low Cost Strategy and Performance  
 

Independent variable Dependent  variable Pearson correlation Sign 

Low cost strategy Performance 0.334** 0.000 

Note:  

     *Correlation is significant at the 0.05 level (2- tailed) 

 

Simple linear regression analysis was utilized to examine the effect of the low cost 

strategy on performance. Table 4.22 shows that there is a significant effect between 

the low cost strategy to performance.  The F value is 18.642, p value is 0.000, and 

the value of R
2
 is 0.112 which means that 11.2% of the performance of 

pharmaceutical retailers can be explained by the low cost strategy. The β value is 

0.334 which indicates that there is a moderate correlation between the low cost 

strategy and performance variable. 

Table 4.22 

Results of the Simple Linear Regression Analysis between Low Cost Strategy and 

Performance 
 

Independent Variable Dependent variable, Performance Sign 

Low Cost 0.334 0.000 

F-value 18.642 

 R
2
 0.112 
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Adjusted R
2
 0.106 

 Durbin-Watson 1.186 

  

 

 

 

 

4.6.1.4 Hypothesis H1d: There is a causal effect between business strategy to 

the performance of pharmaceutical retailers. 

 

A correlation analysis was performed to examine the relationship between business 

strategy to performance. Results of the correlation analysis as in Table 4.23 shows 

the value of Pearson correlation is 0.385 and p value is 0.000. This shows that there 

is moderate relationship between business strategy and the performance of 

pharmaceutical retailers.  

 

Table 4.23 

Results of the Correlation Analysis between Business Strategy and Performance  
 

Independent variable Dependent  variable Pearson correlation Sign 

Business strategy Performance 0.385** 0.000 

Note:  

     **Correlation is significant at the 0.001 level (1- tailed) 

 

Simple linear regression analysis was utilized to examine the effect of business 

strategy on performance. Table 4.24 shows that there is a significant effect between 

business strategy and performance. The F value is 25.739, p value is ≤ 0.000 and R
2
 

is 0.148 which means that 14.8% of the performance of pharmaceutical retailers can 

be explained by the business strategy. The β value is 0.385 which indicates that there 

is a moderate correlation between specialization strategy and performance. 
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Table 4.24 

Results of the Simple Linear Regression Analysis between Business Strategy and 

Performance 
 

Independent Variable Dependent variable, Performance Sign 

Business Strategy 0.385 0.000 

F-value 25.739 

 R
2
 0.148 

 Adjusted R
2
 0.142 

 Durbin Watson 1.000 

  

4.6.2   Testing Hypothesis H2 

 

Hypothesis H2: Marketing competencies moderates the relationship between 

business strategy and performance of pharmaceutical retailers 

in Peninsular Malaysia.  

 

Table 4.25 shows the results of the regression analysis of marketing competencies as 

a moderator between business strategy and the performance of pharmaceutical 

retailers. The table shows that there is a statistically significant relationship between 

business strategy and performance with marketing competencies as moderator. The 

R
2 increased significantly to 0.160 from 0.148 (p ≤ 0.000).  

Table 4.25 

Marketing Competencies as Moderator in the Relationship between Business Strategy 

and Performance 

 

Independent 

variable 

Dependent 

variable R
2
  without Sig. R

2
  with Sig. 

   Moderator F Moderator F 

Business strategy Performance 0.148 0.000 0.160 0.000 

 

 

 

 

4.6.3 Testing Hypothesis H3 

Hypothesis H3: Organizational culture moderates the relationship between 

business strategy and performance of pharmaceutical retailers 

in Peninsular Malaysia. 
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Table 4.26 shows the results of the moderated regression between business strategy 

and performance of the pharmaceutical retailers with criteria for success as a 

moderator. There was a statistically significant change in R
2
 where it increased to 

0.162 (p ≤ 0.000) for the full regression model from 0.148 (p ≤ 0.000) for the 

restricted regression model. The statistically significant R
2
 change has provided 

support for Hypothesis H3 and suggests that organizational culture significantly 

moderate the relationship between business strategy and performance. 

 
 

Table 4.26 

Organizational Culture as a Moderator in the Relationship Between Business Strategy 

and Performance 

 

Independent 

variable 

Dependent 

variable R
2
 without Sig. R

2
 with Sig. 

   Moderator F Moderator F 

Business strategy Performance 0.148 0.000 0.162 0.000 

 

 

4.7 Summary  

Chapter 4 provides a discussion of the results of the analyses of data collected for the 

study including the background of the respondents and their firms, as well as the 

results of hypotheses testing. 

Correlation and regression analyses were conducted to examine the relationship 

between business strategy and performance. Results from these analyses showed that 

the business strategy, channel expansion, does not significantly affect performance. 

Thus, the results did not support Hypothesis H1a. However, the other two business 

strategies, namely, specialization and low cost, were found to positively affect the 
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performance of the pharmaceutical retailers in this study. Thus, the results support 

Hypothesis H1b and Hypothesis H1c. 

 

Results of the analyses also showed significant support that marketing competencies 

moderated the relationship between business strategy and performance are 

significantly support with the moderating variables namely, marketing competencies.  

Organizational culture also moderated the relationship between business strategy and 

performance. The statistical tests conducted showed significant results which support 

Hypothesis H2 and Hypothesis H3. Table 4.27 shows a summary of the results for the 

hypotheses developed for this study. 

 

Table 4.27 

Summary of the Results for Hypotheses 

 

 Hypothesis Result 

H1a There is a causal effect between channel expansion strategy to the 

performance of pharmaceutical retailers in Peninsular Malaysia. 

Not Supported 

H1b There is a causal effect between specialization strategy to the 

performance of pharmaceutical retailers in Peninsular Malaysia. 

Supported 

H1c There is a causal effect between low cost strategy to the performance 

of pharmaceutical retailers in Peninsular Malaysia. 

Supported 

H1d There is a causal effect between business strategy to the performance 

of pharmaceutical retailers in Peninsular Malaysia. 

Supported 

H2 Marketing competencies moderates the relationship between 

business strategy and performance of pharmaceutical retailers in 

Peninsular Malaysia. 

Supported 

H3 Organizational culture moderates the relationship between business 

strategy and performance of pharmaceutical retailers in Peninsular 

Malaysia. 

Supported 
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CHAPTER 5 

DISCUSSIONS AND CONCLUSIONS 

 

5.1  Introduction 

Chapter 5 presents the discussions and conclusions of the study. Following the 

introduction, Section 5.2 provides an overview of the study while Section 5.3 

presents the research questions and hypotheses developed for the study. Section 5.4 

provides a discussion of the results while Section 5.5 highlights the conclusions. 

Section 5.6 presents the theoretical, methodological and managerial contributions of 

the study while Section 5.7  discusses about the  limitations of the study. The chapter 

ends with Section 5.8 with several suggestions for future research. 

 

5.2  Overview of the Study 

This study is an attempt to examine the effect of business strategy on the 

performance of pharmaceutical retailers and the moderating effect of marketing 

competencies and organizational culture on the relationship between business 

strategy and performance. More specifically, the objective of this study is to examine 

the effect of strategic management variables, namely, marketing competencies and 

organizational culture in influencing the relationship between business strategy and 

the performance of pharmaceutical retailers based on the contingency approach. 

Therefore, this study examined the influence of business strategy variables on 

performance with marketing competencies and components of organizational culture 

as moderators. 
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The study employed a cross-sectional survey where a postal survey was carried out 

to obtain responses from the selected pharmaceutical retailers in Peninsular 

Malaysia. Data from these participants were obtained through a structured 

questionnaire which was refined based on an earlier pilot study. A number of items, 

in particular, a few indicators of business strategy variables as well as variables of 

marketing competencies and components of organizational culture were excluded 

from the final questionnaire due to redundancy and after performing a reliability 

analysis on the original questionnaire.  

 

The final questionnaire used in this study comprised the revised questionnaire to 

measure the research variables, namely, business strategy (independent variable), 

marketing competencies (moderating variable), organizational culture (moderating 

variable), and performance (dependent variable). 

 

Data used in this study were collected from 150 pharmaceutical retailers throughout 

Peninsular Malaysia. Table 5.1 shows the number of participating pharmaceutical 

retailers by state. 

Table 5.1  

Number of Pharmaceutical Retailers by State 

 

State Frequency 

Perlis 2 

Kedah 4 

Penang 15 

Perak 21 

Selangor 13 

Kuala Lumpur 13 

Negeri Sembilan 8 

Malacca 15 

Johor 22 

Pahang 22 

Terengganu 5  

Kelantan 10 

Total 150 
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5.3   Research Questions and Hypothesis  

Specifically, this study attempts to answer the following research questions: 

1. Does business strategy affect the performance of pharmaceutical 

retailers? 

 

2. Do marketing competencies moderate the relationship between business 

strategy and performance of pharmaceutical retailers? 

 

3. Does organizational culture moderate the relationship between business 

strategy and performance of pharmaceutical retailers? 

 

The hypotheses for this study are as follows: 

Hypothesis H1: There is causal effect between business strategy to the      
performance of pharmaceutical retailers in Peninsular 
Malaysia. 

Hypothesis H1a: Channel expansion has a causal effect to the performance of 
pharmaceutical retailers in Peninsular Malaysia. 

Hypothesis H1b: Specialization has a causal effect to the performance of 
pharmaceutical retailers in Peninsular Malaysia. 

Hypothesis H1c: Low cost has a causal effect to the performance of 
pharmaceutical retailers in Peninsular Malaysia. 

Hypothesis H1d: Business strategy has a causal effect to the performance of 
pharmaceutical retailers in Peninsular Malaysia. 

Hypothesis H2: Marketing competencies moderate the relationship between 

business strategy and performance of pharmaceutical 

retailers in Peninsular Malaysia. 

Hypothesis H3: Organizational culture moderates the relationship between 

business strategy and performance of pharmaceutical 

retailers in Peninsular Malaysia. 

 

 
5.4  Discussion of the Results 

 

In this section, the findings of the study including the descriptive statistics associated 

with the variables namely business strategy, marketing competencies, organizational 

culture and the results of statistical tests are discussed. 
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This study examined the causal effect of business strategy on the performance of 

pharmaceutical retailers and the effect of the moderating variables, namely, 

marketing competencies and organizational culture on the relationship between 

business strategy and performance. In particular, the intent of this study was to 

empirically broaden the literature in the field of strategic management as well as to 

understand the importance of other variables in influencing the relationship between 

business strategy and performance. 

 

Seven items were used to represent business strategy variables in this study, namely, 

growth by opening a new store, growth by introduction of mail order, competition 

through a specialist range, competition through a unique range, competition through 

exclusive distribution, low cost from efficiency, and price cut to increase 

competitiveness. As shown in Table 4.10, the mean and standard deviation scores for 

each item of business strategy were relatively high.  All the items recorded a mean 

score of more than 3.5 which suggest that a majority of the participants practised 

these types of business strategies in their daily operations. 

 

5.4.1 Hypothesis H1a: There is a causal effect between channel expansion and       

performance of pharmaceutical retailers in Peninsular Malaysia. 

 

The results of correlation and regression analyses between business strategy, namely, 

channel expansion on performance are shown in Table 4.15 and Table 4.16, 

respectively.  Results from the correlation analysis showed a low relationship 

between channel expansion strategy and performance (r = 0.089, p < 0.277) while 

the linear regression analysis showed an R
2
 value of 0.008, thus, 0.8 percent 
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 of performance is predicted by this strategy. These results suggest that channel 

expansion does not positively affect the performance of pharmaceutical retailers and, 

thus, Hypothesis H1a is not supported.  

 

Results from this study shows that business strategy namely, channel expansion is 

not suitable for practice among the pharmaceutical retailers although many studies 

show that this type of business strategy enhances performance (Mcgee, 1987; 

Morris, Kocak, & Ozer, 2007). However, this finding is consistent with Ruiz, 

Gonzálbez, & Moreno (2002) who found that expansion strategy can increase 

distribution costs and reduce the potential value of the firm. Furthermore, for a 

successful implementation of the expansion strategy, the firm must ensure that it has 

adequate resources and capital to conduct marketing activities. For this reason, 

channel expansion was not a strategic choice among the managers who participated 

in this study.  

 

The result of this finding also support the study by Panda (2015) who showed that 

managerial networking ability, information technology, and employee skills 

development are other factors that support an expansion strategy.  These factors, if 

mistakenly evaluated, can bring down the growth rate of the firm. Panda (2015) 

pointed out that managers must be more focused on managerial networking intensity, 

employee skills development, and product diversification rather than expanding into 

a new market. Because of this reason, the owner-manager of the pharmaceutical 

retailers that participated in this study did not consider channel expansion as one of 

their strategic choice.  
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In conclusion, channel expansion strategy did not support the performance of 

pharmaceutical retailers in this study. Furthermore, this type of business strategy 

requires an in-depth study prior to implementation. This may lead to inefficiency and 

reduces competitiveness as the strategy also requires a considerable amount of initial 

capital investment, experience and knowledge about the local market (Bai & 

McColl, 2017; Harimaya & Kondo, 2016).  

 

 

5.4.2 Hypothesis H1b:  There is a causal effect between specialization to the 

performance of pharmaceutical retailers in Peninsular Malaysia. 

 

Results from the correlation and regression analyses showed that pharmaceutical 

retailers who employed specialization strategy had a significant effect on 

performance (as in Table  4.17 and Table 4.18). The correlation analysis recorded a 

moderated positive relationship between business strategy and performance (r = 

0.185, p < 0.05). This suggests that specialization strategy has a positive effect on 

performance. Meanwhile, from the linear regression test, the R
2
 value was 0.034 

which means that 3.4% of performance is predicted by specialization strategy.  Thus, 

Hypothesis H1b is modestly accepted. 

 

The positive relationship between specialization strategy to performance indicates 

that this type of strategy influences the performance of pharmaceutical retailers.  It 

also shows that many of the managers of pharmaceutical retailers in this study are 

practising specialization strategy in their daily operation. This finding supports 

Toften & Hammervoll's (2010) study which showed that firms which offer superior 

value products to their target market will be profitable and gain a competitive 



129 
 

advantage. Furthermore, firms that offer products to a narrow and small customer 

segment can gain economies of scale and growth potential.   

 

This finding is also consistent with previous research which said specialization 

strategy will achieve sustainable performance if firms can continue creating value to 

their customers (Banker, Mashruwala, & Tripathy, 2014; Turner & Endres, 2017).  

According to them, firms that adopt this type of  business strategy  will not only 

manage to successfully compete among themselves  but are also able to compete 

with the large MNCs in terms of better-than-average profits and strong growth rates 

(Salavou & Sergaki, 2013). 

Furthermore, this type of market segment is not likely to attract the big-box or other 

competitors to join in because by being different or specialized, the firms understand 

their customers better and can easily customize their products according to 

customers’ demand. This type of practice can build effective barriers which will take 

longer for other competitors to imitate and enter the market. In conclusion, this 

finding supports the hypothesis that  specialization strategy positively influence 

performance.  Specialization strategy should be considered by the owner-managers 

of the firm to enhance performance (Werner, McDermott, & Rotz, 2004). 

 

 

5.4.3 Hypothesis H1c: There is a causal effect between low cost to the  

performance of pharmaceutical retailers in Peninsular Malaysia. 

 

Results from the correlation and regression analyses showed that pharmaceutical 

retailers which employed the low cost strategy had a significant effect on 

performance (as in Table  4.19 and 4.20). The correlation analysis recorded a 
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moderated positive relationship between business strategy and performance (r = 

0.334, p < 0.001). This suggests that the low cost strategy has a positively affect on 

performance. Meanwhile, from the simple linear regression test, the R
2
 value was 

0.112 which means that 11.2% of performance is predicted by the low cost strategy. 

Thus, Hypothesis H1c is modestly accepted.  

 

Results showed that the pharmaceutical retailers who employed the low cost strategy 

and cut price to improve competitiveness had a significant effect on performance. 

This suggests that a low cost strategy is another primary strategy that can help firms 

to achieve superior performance (Tan, Liyin, & Langston, 2012). These firms can 

withstand competition with their lower cost structure either  through mass 

distribution, economies of scale, or full utilization of their resources giving them a 

competitive advantage. 

 

These results do not support findings by Acquaaha & Yasai-Ardekan (2006) and 

Allen & Helms (2006) where they showed low cost strategy did not extract strong 

effect on performance. However, the findings support other researchers, such as, 

Salavou (2015) who showed that pure low-cost strategy remains a performance-

improving choice among retailers for competing in their market place. This strategy 

can provide above average returns because prices can be lowered to match those of 

their most efficient competitors and still earn superior profits. By practicing a low 

cost strategy, the firm can attract customers from other businesses by offering 

products at low prices. Furthermore, with the presence of price sensitive customers, 

the firm can capture a chunk of the market share which leads to higher return.  
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In conclusion, the finding of this study, theoretical and practically, proved that low 

cost strategy will enhance performance. By optimizing the costs of business 

operations, the firm can maximize their profitability.  This finding was consistent 

with previous studies, such as,  Kaliappen &Hilman, (2016) Parnell, (2011) and 

Leitner & Guldeenberg, (2010) that found that firms that practice a single business 

strategy,  namely cost leadership, produced a high performance.  

 

 

5.4.4 Hypothesis H1d:  There is a causal effect between business strategy to the      

performance of pharmaceutical retailers in Peninsular Malaysia. 

 

Results from the correlation and regression analyses showed that the causal effect 

between business strategy  to the performance of pharmaceutical retailers is 

supported (see Table  4.21 and 4.22).  The correlation analysis recorded a moderated 

positive relationship between business strategy and the performance (r = 0.385, 

p<0.001) which suggests that business strategy has a positively effect on 

performance.  

Meanwhile, from the linear regression test, the R
2
 value was 0.148 which means that 

14.8% of performance is predicted by business strategy. Thus, Hypothesis H2 is 

modestly accepted. The relationships between business strategy and performance 

have been explored in the literature showing that business strategy enhances 

performance. Results from this study showed that pharmaceutical retailers that 

employed business strategy, namely specialization and low cost strategy had a 

significant effect to performance but the effect is not significant for the channel 

expansion strategy.  
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Previous studies found that business strategy is important to the firms regardless of 

their size. Allen & Helms, (2006) and Andersén (2011) stated that business strategy 

is a crucial determining factor of firm performance. An appropriate strategy can 

drive a firm to enhance performance and competitiveness. This study also shows that 

small business entities such as pharmaceutical retailers also practice different types 

of business strategy in their daily operations to compete with their rivals.  

 

The literature, in general, suggests that a business strategy is mostly practiced by 

small businesses and retailers in the western economies (Acquaah, 2011; Anwar & 

Hasnu, 2016; Armstrong, 2012; Conant, Mokwa, & Varadarajan, 1990; Donnell, 

Hutchinson, & Reid, 2012; Megicks, 2001).  However, and not surprisingly, 

empirical findings from this study suggest that business strategy is also practiced by 

pharmaceutical retailers in Peninsular Malaysia. Thus, the owner-managers of these 

retailers have a clear understanding of their industry and develop their own 

competitive strategies to improve performance.  

 

The findings of this study suggest that business strategy enhances performance of 

pharmaceutical retailers that participated in this study. These results support previous 

research which show that by using an effective business strategy, firms will enjoy 

above average returns (Anwar & Hasnu, 2016; Hanson, Dowling, Hitt, Irelend, & 

Hoskisson, 2001). Firms that practice a pure generic business strategy either cost 

leadership, differentiation or focus will achieve superior performance.  

 

The significant results of the regression analysis between business strategy and 

performance support the hypothesis that business strategy has a causal effect to the 
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performance of pharmaceutical retailers.   The results are in line with most of the 

views in the strategic management literature that suggest business strategy influences 

the performance of organizations (Campbell, Edgar, & Stonehouse, 2011;  Magretta, 

2012; Nandakumar, Ghobadian, & O’Regan, 2010; Rothaermel, 2013; Salavou and 

Sergaki, 2013; Tan, Liyin, and Langston, 2012). 

 

Finally, the findings of this study concur with what was suggested in most of the 

empirical and conceptual strategic management literature that a business strategy is 

an important tool for explaining firm performance. Furthermore, it is not only to be 

practiced by the larger firms but must also be employed by small firms (Adisa, 

Abdulraheem, & Mordi, 2014; Hassan, Sade, & Rahman, 2013; Mazzarol, Clark, & 

Reboud, 2014; Nadim & Lussier, 2012; Spillan & Parnell, 2011). 

 

 

5.4.5 Hypothesis H2:  Marketing competency moderate the relationship 

between business strategy and performance of pharmaceutical retailers in 

Peninsular Malaysia. 

 

A considerable number of researchers have argued that there is synergism between 

business strategy and marketing competencies. However, there is a limited number 

of empirical studies which examined the relationship between these two variables 

and their joint effect on firm performance (Megicks, 2001;  Mok Kim Man, 2009). 

Kajalo and Lindblom (2015)  examined the moderating effect of marketing 

competencies on the relationship between market orientation or decision making and 

firm performance and found that marketing competencies can play  an important role 

in moderating the effect among these two variables.   
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This study hypothesized that marketing competencies moderate the relationship 

between business strategy and performance of pharmaceutical retailers. The business 

strategy-performance relationship is expected to be moderated by two of the three 

dimensions of marketing competencies. Results from the data analysis empirically 

supports this hypothesis. Thus, marketing competencies play a positive role in 

moderating the relationship between business strategy and firm performance. This 

finding is in line with previous studies where marketing competencies positively 

influence the success of business entities  (Klemz et al., 2007; Murray, Yong Gao, & 

Kotabe, 2011; Cruz-Ros, González Cruz, &  Pérez-Cabañero, 2009). This indicates 

that superior marketing capabilities will lead to higher levels of stakeholder 

satisfaction, which consequently improves financial firm performance. 

 

A comparison of the multiple regression results showed that the relationship between 

business strategy and firm performance increased once the moderating effect of 

marketing competencies was included. This practically showed that the marketing 

competencies variable will greatly enhance the performance of pharmaceutical 

retailers. These findings support  Ju, Fung, & Mano's (2013) that examined the 

effects of marketing, technological, and production capabilities on firm performance. 

Using four-year longitudinal data of both local private firms and foreign wholly-

owned subsidiaries in China, they found that firm capabilities, particularly marketing 

capabilities demonstrated differential effects on financial performance and market 

performance for local and foreign firms.  

 

The finding is also consistent with Parnell's (2011) that examined the relationship 

between marketing capabilities, technology capabilities, and management 
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capabilities and firm performance in retail businesses in Argentina, Peru, and the 

United States. Results showed a positive relationship between business strategy, 

especially focus strategy and both marketing capabilities and linking capability on 

performance. The inclusion of the moderating effect of marketing competencies 

positively enhanced performance.  

 

In addition, this finding is also in line with Song, Nason, & Di Benedetto (2008) 

study. The authors examined the relationship between strategic type and 

development of distinctive marketing, market-linking, technology, and information 

technology (IT) capabilities to implement innovation strategy from firms across the 

United States, Japan, and China. They focused on two important functional 

capabilities, IT and marketing, and found support for their capability hypotheses. 

Therefore, the findings of this study have empirically showed that marketing 

competencies moderate the relationship between business strategy and performance 

of the pharmaceutical retailers. 

 

In conclusion, this finding showed that while business strategies may contribute to 

the changes in performance of the pharmaceutical retailers, a fit and proper matching 

between business strategies and marketing competencies will lead to higher 

performance. These findings also suggest that when business strategy was aligned 

with marketing competencies, the pharmaceutical retailers were able to improve their 

performance. This is in line with other studies that suggest the need to achieve 

alignment between business strategy and marketing competencies. 
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5.4.6 Hypothesis H3:  Organizational culture moderates the relationship                                    

between business strategy and performance of pharmaceutical retailers in 

Peninsular Malaysia. 

 

Another moderating variable that was examined in this study is organizational 

culture. Thus, this study hypothesized that organizational culture moderates the 

relationship between business strategy and performance of the pharmaceutical 

retailers in Peninsular Malaysia. Results of the regression analysis empirically 

support the hypothesis that organizational culture positively moderates the 

relationship between business strategy and performance (see Table 4.19). This 

finding is consistent with previous studies where organizational culture is shown to 

be a factor that influence performance (Shahzad, Zahid & Gulzar, 2013; Tripathi & 

Tripathi, 2009). 

 

Although many studies examined the relationship between business strategy and 

organizational culture as well as their joint effect on the performance of the firm,  the 

attention afforded by organizational culture in the literature is surprisingly rare and 

overlooked (Corena, 2008; Cristian-Liviu, 2013; Wei, Samiee & Lee, 2013). 

Nonetheless, Tripathi & Tripathi (2009) studied the moderating effect of 

organizational culture on the relationship between business strategy and performance 

and showed that organizational culture can play an important role of moderating 

between these two constructs. Their finding was consistent with Chung, Hsu, Tsal, & 

Huang (2012) and showed that the better the implementation of strategy, the stronger 

and more positive is its influence on business performance. Hence, it is necessary to 

integrate the characteristics of organizational cultural into the competing values 

framework.   
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The finding from this study showed that there is a positive moderating effect of 

organizational culture on the business strategy-performance relationship. This 

suggests that taking into consideration the type of organizational culture of the firm 

enhances employees’  commitment to accept the changes desired (Abd Rashid, 

Sambasivam, & Johari, 2003; Akhbar Ahmadi, Salamzadeh, Daraei, & Akhbari, 

2012; On Ceong, Wong, &  Lam, 2012).   

 

As evident from the extant literature, in order to have a positive impact on any 

changes in policies, it must be accepted and supported by the firm’s subordinates. 

Such a culture will create a desire for employees to support the required changes 

made by the owner-manager. As such, managers must devote considerable time and 

resources to assess environmental opportunities and threats in developing 

organizational goals and objectives. Furthermore, to ensure the successful 

implementation of an organization’s strategy, it must have commitment and effort 

from its employees. This can be achieved by having an appropriate organizational 

culture. This finding is consistent with existing arguments which support a positive 

relationship between organizational culture and the commitment to change (Monzavi 

et al., 2013).  

 

This finding  is also consistent with Slater, Olson,& Carol's (2011) that found a 

partial support for their model while testing the complement between the 

organization’s cultural orientation and business strategies on the overall performance 

of the firm. Their finding suggested that firm performance is influenced by the type 

of organizational culture as well as the type of the strategy and the degree of 
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complementary between these two variables. Hence, pharmaceutical retailers must 

choose and practice the right organizational culture in their firm.  

 

In conclusion, results from data analysis empirically support the hypothesis that 

organizational culture positively moderates the relationship between business 

strategy and the performance of pharmaceutical retailers in Peninsular Malaysia. 

This finding has demonstrated, theoretically and empirically, that a fit between 

organizational culture and business strategy is another important factor in enhancing 

the performance of pharmaceutical retailers.  This finding is in line with previous 

studies on the need to achieve the alignment between business strategy and 

organizational culture (Chung, Hsu, Tsal, & Huang, 2012; Wallach, 1983). The 

managers need to assess organizational culture as a part of their strategic planning 

process and identify the desired and undesired behaviours for future firm 

performance (Ahmadi, Salamzadeh, Daraei, &  Akhbari, 2012; Cristian-Liviu, 

2013). 

 

 

5.5  Conclusion 

This study investigates the causal effect of business strategy on the performance of 

pharmaceutical retailers. In addition, this study also investigates the moderating 

effect of marketing competencies and organizational culture on the relationship 

between business strategy and performance. As such, three major hypotheses were 

developed and tested. The first hypothesis examined whether there is a causal effect 

of business strategy on the performance of pharmaceutical retailers. The second and 

third hypotheses examined whether there is a moderating effect of marketing 
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competencies and organizational culture on the relationship between business 

strategy and performance.  

 

Statistical analyses which were performed on the data that was collected from 150 

pharmaceutical retailers selected for this study suggest some significant results. 

These results are in line with the findings from previous studies. Results obtained 

from this study also demonstrate the importance of contingency theory in strategic 

management and add support to the rationale of applying the theory in examining the 

strategic management practices of pharmaceutical retailers.  

 

The results of this study suggest that there is a causal effect and positive association 

between business strategy and the performance of pharmaceutical retailers. Business 

strategy is an important component to the firm and the pharmaceutical retailers that 

employed the low cost and specialization strategies in their daily operations achieved 

a high level of performance. These findings support previous literature that showed 

firms that adopted a certain type of business strategy will enjoy a high level of 

performance. An appropriate business strategy can drive a firm to enhance business 

performance and competitiveness. 

 

In addition, the results from this study also revealed that marketing competencies 

moderates the relationship between business strategy and performance of 

pharmaceutical retailers. These findings are consistent with the perception on the 

contingency to create a proper fit between business strategy and marketing 

competencies in order to achieve better performance. Furthermore, this study is also 

in line with previous studies that demonstrated marketing competencies as a 

moderating variable. 
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Finally, the findings of this study also showed that organizational culture had a 

moderating effect on the relationship between business strategy and performance. 

The results support previous studies which showed that organizational culture is 

another important moderating variable to the business strategy-performance 

relationship.  

 

5.6  Contribution of the Study 

There are several significant contributions from this study. It will contribute to the 

understanding on the role of business strategy, marketing competencies and 

organizational culture to the success of the firm. The study adds to the present 

knowledge on the relevance and applicability of strategic management to small 

businesses, particularly pharmaceutical retailers in Peninsular Malaysia as the 

research findings were based on the data directly obtained from pharmaceutical 

retailers. 

 

5.6.1 Theoretical Contributions 

This empirical study showed that a business strategy is an essential component of 

strategic management.  This study was set to find clarity over the earlier findings of 

research on strategy, particularly among the SMEs.  Hence, the findings of this study 

support the theoretical view that business strategy is important for every business 

entity to achieve superior performance. The research findings have  contributed to 

the knowledge concerning the causal effect between business strategy to the 

performance of the firm.  
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This study also advances our knowledge and understanding of the moderating effect 

of marketing competencies and organizational culture as these variables can enhance 

the business strategy-performance relationship. Findings of this effect on firm 

performance add to the related literature and compensate for the limitations in 

previous studies. In addition, the findings in this study place emphasis on marketing 

competencies and organizational culture as moderating variables to the performance 

of pharmaceutical retailers and provide a significant contribution to the current 

literature on the business strategy-performance relationship. Moreover, many past 

studies in the area of strategic management conceived marketing competencies and 

organizational culture as independent variables.  

 

Furthermore, as to the researcher’s knowledge, there are no studies that highlight the 

importance of business strategy, marketing competencies, and organizational culture, 

particularly among pharmaceutical retailers in Peninsular Malaysia.  Hence, this 

study will benefit academicians and provide further insight into the workings of the 

small business, particularly pharmaceutical retailers as this is the first study in the 

area of strategic management conducted in the industry.    

 

5.6.2 Methodological Contributions 

This study also contributes to the methodological perspective by applying the 

contingency approach to develop the research framework and hypotheses. Thus, the 

findings of this study further established the significance of the contingency 

approach in strategic management. 

 



142 
 

This study used a quantitative method to examine the effect of marketing 

competencies and organizational culture on the relationship between business 

strategy and firm performance. This study would add a significant contribution to 

previous studies on strategic management and can be applied in other industries to 

cross-validate and verify their generalizability. 

 

5.6.3 Managerial Implications 

This study shows that the field of strategic management is very relevant to small 

businesses, particularly pharmaceutical retailers. It shows that marketing 

competencies and organizational culture are able to influence the relationship 

between business strategy and the performance of small businesses.  Thus, the 

findings from this study will provide some beneficial implications for those who are 

directly involved in the day-to-day operations of business entities, particularly 

owner-managers of pharmaceutical retailers.  

Based on the results of causal effect between business strategy and performance 

from this study, the business strategies that the owner-manager of pharmaceutical 

retailers can consider for their practise is either specialization or low cost strategy. 

Furthermore, it was found that firms which offer products of superior value to their 

target customers are more profitable and gain a competitive advantage.  By 

employing specialization strategy, firms try to offer products of value to a narrow 

and small customer segment, and through the process, gain economies of scale and 

growth potential.   

In addition, by practicing a low cost strategy, such as controlling operating costs, 

increasing efficiency in operations, replacing unproductive or inefficient assets, 
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keeping overhead and discretionary costs to a minimum or reducing discretionary 

expenses, firms can offer products at a lower cost than their competitors. This 

strategy can also help firms to achieve superior performance and earn above average 

returns. Furthermore, many studies found that firms that practice a low cost strategy 

can perform well if the customers in the market are price sensitive. For example, a 

reduction in the price offered by the firms will increase the demand for their products 

(Garrigos-Simon & Marqués, 2004; Hill, 1988). 

Going by the finding of this study, it is recommended that for the owner-manager of 

pharmaceutical retailers to practice either specialization or low cost strategy in their 

business. It is indicated that by competing through a low cost and specialization tend 

to produce a significant positive relationship to the performance of the 

pharmaceutical retailers.  This finding was in-line with a previous  researchers such 

as,  Nandakumar, Ghobadian, and O’Regan, (2011) and Gurau, (2007) that found 

that a business entity that practices business strategy namely, low cost, 

differentiation and specialization have yield an average performance in their 

business.  

 On the other hand, the findings of this study revealed that channel expansion 

strategy does not improve firm performance. Previous studies have also shown that 

employing this strategy will increase inefficiency and reduce competitiveness (Bai & 

McColl, 2017;Harimaya & Kondo, 2016). Thus, this study does not recommend the 

practice channel expansion strategy to pharmaceutical retailers. 

The study’s findings also show a significant positive moderating role of marketing 

competencies to the business strategy-performance relationship which highlights the 

importance of marketing competencies for increased competitiveness. Owner-



144 
 

managers are responsible for the success or failure of their business and inadequate 

marketing skills will create a survival problem to the business.  Hence, it is 

recommended that short training sessions in marketing activities and strategy be 

organized to increase knowledge about marketing strategy. 

 

Finally, the finding of this study is useful to the owner-manager to ensure employees 

are adequately involved in decision making related to organizational culture.  

Sabouin (2015), Speculand (2014), and Zakaria & Dahlan (2014) noted that a well-

defined strategy would not generate any result if there is a lack of commitment 

among employees during the implementation process and a factor that influences the 

success of strategy implementation is the organizational culture. Hence, owner-

managers should be trained on how to increase employee commitment to changes by 

creating an appropriate organizational culture.  

 

This finding may also guide the owner-managers to place a high importance of 

organizational culture as a factor that influence firm performance.  As noted by 

Shein (2004), no firm can go on its mission without maintaining a strong 

advantageous culture. It is recommend to the owner-managers to consider 

organizational culture alongside their business strategy to reach the best result in 

performance as organizational culture can become a control system to produce 

behaviour norms (Ahmadi, Salamzadeh, Daraei, and  Akhbari, 2012; Cristian-Liviu, 

2013).  
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5.7  Limitations of the Study 

Based on observation, this study may be considered as the first to examine the 

relationship between business strategy, marketing competencies, and organizational 

culture to performance of pharmaceutical retailers in Peninsular Malaysia. 

Nonetheless, it has a number of limitations. Firstly, data collection was carried out 

through postal mail. Although measures were taken to facilitate the respondents to 

return their completed questionnaires, a major limitation was in getting a large 

number of pharmaceutical retailers to participate. This study only managed to obtain 

320 responses from pharmaceutical retailers operating in Peninsular Malaysia.  

Secondly, this study relied on self-reported data provided by the owners and 

managers particularly data for performance. Thus, accuracy and reliability of the 

data depended on the figures reported by the respondents. Nonetheless, it was 

assumed that all data provided were true and that the respondents answered all 

questions truthfully and conscientiously. Finally, only pharmaceutical retailers in 

Peninsular Malaysia were included in the study. The findings of this study are 

limited to pharmaceutical retailers that participated in the study and cannot be 

generalized over other pharmaceutical retailers operating in other regions, such as 

East Malaysia.   

 

 

5.8  Suggestions for Future Research 

Despite the importance of strategic management and the role of business strategy in 

enhancing firm performance,  studies in the healthcare industry are still limited. This 

study presents an opportunity for other researchers to advance their research in this 

area. 
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Finding from this study has shown that there are improvements on the performance 

of the pharmaceutical retailers with an alignment between business strategy, 

marketing competencies, and organizational culture. However, the results are based 

on only this study. Thus, more studies are needed to support these findings and for 

the benefit of enhancing firm performance. 

 

This study is focused on retail business strategy that was introduced by Megicks 

(2007) to examine the causal effect of business strategy to performance. For future 

studies, researchers can adopt other types of business strategies, such as Porter’s 

generic strategies, Miles and Snow typology, Ansoff’s proactive strategy, Reactive 

strategy, and Resources-based view to explore the relationship between business 

strategy and  performance and further add to our understanding of strategic 

management roles in pharmaceutical retailers. 

 

This study is focused on pharmaceutical retailers. Future research should also 

examine the business strategy, marketing competencies, and organizational culture 

on pharmaceutical manufacturers as their business is almost similar but their 

organizational structure is more organized as compared to pharmaceutical retailers.  

This will also add new knowledge to the strategic management literature. 

 

Finally, this research is an attempt to empirically investigate the influence of 

moderating variables, namely, marketing competencies and organizational culture on 

firm performance. For future research, other variables that may act as moderators can 

be used, such as organizational structure or business environment. Evident from the 
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literature suggests that both of these variables may affect the relationship between 

business strategy and performance.  
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Appendix 1 

         

_____________________________________________________________ 

Dear respondent: 

I am doing an academic research entitled: 

Business strategy, organizational culture, marketing competency and performance of 

pharmaceutical retailers in Peninsular Malaysia. 

With reference to the above, I am Usry Bin Abdullah: a PhD candidate from College 

of Business, Universiti Utara Malaysia, Sintok, Kedah would like to express my 

deepest gratitude for your willingness to participate in this research. Your sincere 

cooperation is crucial in determining the success of this research. 

The questionnaire may take around 15 minutes of your time (including reading these 

instructions). Please read the instructions carefully before proceeding to the 

questionnaire. 

All response provided will be treated with strict confidential and will be used for this 

academic research only. 

Thank you very much for your cooperation. 

Sincerely, 

 

Usry Bin Abdullah 

016-5120479 

andreednorie@gmail.com 
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Appendix 2 

Questionnaire 

Section I:  Background of Respondent 

Please fill the information relating to your background and tick ( / ) the most 

appropriate answer where applicable. 

1. How did you become the owner/manager of this firm? 

    (   ) Founder 

    (   ) Cofounder 

    (   )  Inherited 

    (   ) Hired or promoted by firm 

2. Your  position in the business? 

    (   )  Owner and  Director 

    (   )  Owner and  Manager 

    (   )  Manager but not Owner 

    (   )  Others (please state) ………………. 

3. Highest educational level: 

    (   )  School certificate 

    (   )  Diploma 

    (   )  Bachelor’s degree 

    (   )  Master’s degree 

    (   )  PhD degree 

4. Ethnic background: 

    (   ) Chinese 

    (   ) Malay 

    (   ) Indian 

    (   ) Others 

5. Sex  

    (   )  Male 

    (   )  Female 
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6. Your age? _____________ 

7. How many years of experience did you have before you started or joined this 

business? _______________ 

 

Section II:  Company background 

8. How many years you have been with this business? ______________ 

9. Please indicate the range of your business annual sale (RM) __________ 

10. How many employees do you have in your business unit? __________ 

11.  our company located in the states of ……………. 

 

12.  our company’s area of operation     

    (   )  Local ( only in one state) 

    (   )  Regional (covering more than one state) 

    (   )  National (subsidiaries or branches all over Malaysia) 

 

13. The legal entity of your firm 

    (   )  Sole Proprietorship 

    (   )  Partnership 

    (   )  Private Limited Company 

    (   )  Public Limited Company 

    (   )  Others 

14. The paid-up capital of your firm?  RM______________ 

     

Section II.  Business Strategy 

Provide the level of emphasis in your firm with refer to following statement 

Low                                  High                            

Emphasis                    Emphasis  

15. Growth by opening new stores 1 2 3 4 5 6 7 

16. Growth by introducing mail order 

 

1 2 3 4 5 6 7 

17. Compete through a specialist  

       range 

1 2 3 4 5 6 7 
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Low                                  High                       

Emphasis                    Emphasis  

18. Compete through  unique range 

 

1 2 3 4 5 6 7 

19 Compete through exclusive  

      distribution 

 

       

20. Low cost from efficiency 

 

1 2 3 4 5 6 7 

21. Cut price to improves  

      competitiveness 

1 2 3 4 5 6 7 

 

Section III:  Marketing competencies 

Provide the level of emphasis in your firm with refer to the following statement 

Low                                 High                                                                   

Emphasis             Emphasis 

22. Maintaining high inventory  

        levels 

1 2 3 4 5 6 7 

23. Stocking highly recognised  

       brand names 

1 2 3 4 5 6 7 

24. Carrying a variety of products 

      and lines  

1 2 3 4 5 6 7 

25. Depth of product selection 

 

1 2 3 4 5 6 7 

26. Carrying lower priced product  

      lines 

 

1 2 3 4 5 6 7 

27 Pricing below competitors 

 

1 2 3 4 5 6 7 

28 using computers to track  

     inventory and sales 

 

1 2 3 4 5 6 7 

29  Stocking private label brand  

      name 

 

1 2 3 4 5 6 7 

30. Advertising general use 1 2 3 4 5 6 7 

31.  Use of co-op advertising 

 

1 2 3 4 5 6 7 
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Section IV: Organizational culture 

Please answer the following questions. Provide the level of emphasis in your firm. 

Strong                                   Strong            

Disagreement                       Agreement 

32. The organization is a very  

       personal place. It is like an  

       extended family. People  

      seems to share a lot of  

      themselves. 

1 2 3 4 5 6 7 

33. The organization is a very  

      dynamic  entrepreneurial  

      place. Staff are willing  

       to stick their necks out and  

       take risk. 

1 2 3 4 5 6 7 

34. The leadership in the  

     organization is generally  

     considered to exemplify  

     mentoring, facilitating, or    

     nurturing 

1 2 3 4 5 6 7 

35. The leadership in the  

      organization is generally  

      considered to exemplify  

      entrepreneurship, innovating, 

      or risk taking. 

 

1 2 3 4 5 6 7 

36. The culture that holds the  

     organization together is loyalty  

    and mutual trust. Commitment  

    to this organization run high 

 

1 2 3 4 5 6 7 

37. The culture that hold the  

      organization together is  

      commitment to innovation and  

      development. There is an  

     emphasis on being on the  

     cutting edge 

 

1 2 3 4 5 6 7 

38. The organization defines  

      success on the  basis of the  

     development of human  

     resources, teamwork,  

     employee  commitment, and  

     concern for people. 
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Strong                                   Strong              

Disagreement                       Agreement 

39. The organization defines  

      success on the basis of having 

      the most unique or  newest  

      products. It is a product leader  

      and innovator. 

 

1 2 3 4 5 6 7 

 

Section V: Performance measures 

Please provide the following financials of your firm for the past three years and use 

estimation if the information is not readily available.(please be assured that all 

information given in this questionnaires is for the purpose of this research only and it 

will not be disclosed to any party. 

Items 2012 2013 2014 

 40. Total sales    

41. Net profit    

42. Total assets    

43. Total equity    

44. No. of workers    

 

Thank You very much for your time and effort used in completing this 

questionnaire. 
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                        Appendix 3 

 

Checking for missing data 

 

 

 

Section_1_2 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Owner and director 6 4.0 4.0 4.0 

Owner and Manager 68 45.3 45.3 49.3 

Manager but not Owner 26 17.3 17.3 66.7 

Others 50 33.3 33.3 100.0 

Total 150 100.0 100.0  

 

 

 

Section_1_3 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid School certificate 6 4.0 4.0 4.0 

Diploma 74 49.3 49.3 53.3 

Bachelor’s degree 70 46.7 46.7 100.0 

Total 150 100.0 100.0  

Secton_1_1 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Founder 44 29.3 29.3 29.3 

Cofounder 20 13.3 13.3 42.7 

Inherited 21 14.0 14.0 56.7 

Hired or Promoted by firm 65 43.3 43.3 100.0 

Total 150 100.0 100.0  

Respondent Background  

 
Secton_1

_1 

Sectio

n_1_2 

Section_1

_3 

Section_1

_4 

Section_1

_5 

Section_1

_6 

Section_

1_7 

N Valid 150 150 150 150 150 150 150 

Missing 0 0 0 0 0 0 0 
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Section_1_4 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Chinese 53 35.3 35.3 35.3 

Malay 45 30.0 30.0 65.3 

Indian 50 33.3 33.3 98.7 

Others 2 1.3 1.3 100.0 

Total 150 100.0 100.0  

 

 

Section_1_5 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Male 60 40.0 40.0 40.0 

Female 90 60.0 60.0 100.0 

Total 150 100.0 100.0  

 

 

Section_1_6 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid 20 to 34 24 16.0 16.0 16.0 

35 to 44 64 42.7 42.7 58.7 

45 to 54 60 40.0 40.0 98.7 

55 to 64 1 .7 .7 99.3 

Above 74 1 .7 .7 100.0 

Total 150 100.0 100.0  

 

             Section_1_7 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Below 5 years 54 36.0 36.0 36.0 

5 to 9 years 89 59.3 59.3 95.3 

10 to 14 years 6 4.0 4.0 99.3 

More than 25 Years 1 .7 .7 100.0 

Total 150 100.0 100.0  
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Company Background 

 
Sectio

n_2_8 

Section_

2_9 

Section_

2_10 

Section_

2_11 

Section_

2_12 

Section_

2_13 

Section_

2_14 

N Valid 150 150 150 150 150 150 150 

Missing 0 0 0 0 0 0 0 

Section_2_8 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid 1 to 5 years 139 92.7 92.7 92.7 

6 to 10 years 8 5.3 5.3 98.0 

11 to 15 years 1 .7 .7 98.7 

more than 15 years 1 .7 .7 99.3 

5 1 .7 .7 100.0 

Total 150 100.0 100.0  

Section_2_9 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Below RM 100,000 6 4.0 4.0 4.0 

Between RM 100,000 and 

RM 200,000 

105 70.0 70.0 74.0 

Between RM 200,001 and 

RM 300,000 

36 24.0 24.0 98.0 

Above 300,001 3 2.0 2.0 100.0 

Total 150 100.0 100.0  
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Section_2_10 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Between 1 and 2 People 75 50.0 50.0 50.0 

Between 3 and 5 People 68 45.3 45.3 95.3 

Between  5 and 7 People 7 4.7 4.7 100.0 

Total 150 100.0 100.0  

 

 

 

 

 

 

 

 

 

 

 

Section_2_12 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Local 141 94.0 94.0 94.0 

Regional 7 4.7 4.7 98.7 

National 2 1.3 1.3 100.0 

Total 150 100.0 100.0  

 

 

Section_2_13 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Sole Proprietorship 130 86.7 86.7 86.7 

Partnership 8 5.3 5.3 92.0 

Private Limited Company 2 1.3 1.3 93.3 

Public Limited Company 7 4.7 4.7 98.0 

Others 3 2.0 2.0 100.0 

Total 150 100.0 100.0  

 

Statistics 

Section_2_11 

N Valid 150 

Missing 0 
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Section_2_14 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Below RM 100,000 3 2.0 2.0 2.0 

Between RM 100,000 and 

RM 200,000 

112 74.7 74.7 76.7 

Between RM 200,001 and 

RM 300,000 

25 16.7 16.7 93.3 

Above RM 300,001 10 6.7 6.7 100.0 

Total 150 100.0 100.0  

 

 

 

Section_2_15 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Moderately Low 1 .7 .7 .7 

Slightly Low 5 3.3 3.3 4.0 

Neutral 20 13.3 13.3 17.3 

Slightly High 65 43.3 43.3 60.7 

Moderately High 52 34.7 34.7 95.3 

Very High 7 4.7 4.7 100.0 

Total 150 100.0 100.0  

 

 

 

 

 

Business Strategy 

 
Section_2_

15 

Section_2_

16 

Section_2_

17 

Section_2_

18 

Section_2_

19 

Section_2_

20 

Section_2_

21 

N Valid 150 150 150 150 150 150 150 

Missin

g 

0 0 0 0 0 0 0 
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Section_2_16 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Slightly Low 3 2.0 2.0 2.0 

Neutral 47 31.3 31.3 33.3 

Slightly High 52 34.7 34.7 68.0 

Moderately High 42 28.0 28.0 96.0 

Very High 6 4.0 4.0 100.0 

Total 150 100.0 100.0  

 

Section_2_17 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Slightly Low 4 2.7 2.7 2.7 

Neutral 44 29.3 29.3 32.0 

Slightly High 35 23.3 23.3 55.3 

Moderately High 59 39.3 39.3 94.7 

Very High 8 5.3 5.3 100.0 

Total 150 100.0 100.0  

 

 

Section_2_18 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Moderately Low 1 .7 .7 .7 

Slightly Low 23 15.3 15.3 16.0 

Neutral 83 55.3 55.3 71.3 

Slightly High 35 23.3 23.3 94.7 

Moderately High 8 5.3 5.3 100.0 

Total 150 100.0 100.0  

 
 

Section_2_19 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Very low 10 6.7 6.7 6.7 

Moderately Low 26 17.3 17.3 24.0 

Slightly Low 8 5.3 5.3 29.3 

Neutral 52 34.7 34.7 64.0 
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Slightly High 36 24.0 24.0 88.0 

Moderately High 15 10.0 10.0 98.0 

Very High 3 2.0 2.0 100.0 

Total 150 100.0 100.0  

 

 

Section_2_20 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Very low 1 .7 .7 .7 

Moderately Low 4 2.7 2.7 3.3 

Slightly Low 10 6.7 6.7 10.0 

Neutral 73 48.7 48.7 58.7 

Slightly High 48 32.0 32.0 90.7 

Moderately High 7 4.7 4.7 95.3 

Very High 7 4.7 4.7 100.0 

Total 150 100.0 100.0  

 

 

 

Section_2_21 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Very low 1 .7 .7 .7 

Moderately Low 10 6.7 6.7 7.3 

Slightly Low 10 6.7 6.7 14.0 

Neutral 65 43.3 43.3 57.3 

Slightly High 34 22.7 22.7 80.0 

Moderately High 26 17.3 17.3 97.3 

Very High 4 2.7 2.7 100.0 

Total 150 100.0 100.0  

 
 

                                                  Marketing Competency 

    3_22 3_23 3_24 3_25 3_26 3_27 3_28 3_29 3_30 3_31 

N Valid 150 150 150 150 150 150 150 150 150 150 

  Missing 0 0 0 0 0 0 0 0 0 0 

 



192 
 

Section_3_22 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Very low 1 .7 .7 .7 

Moderately Low 13 8.7 8.7 9.3 

Slightly Low 11 7.3 7.3 16.7 

Neutral 46 30.7 30.7 47.3 

Slightly High 42 28.0 28.0 75.3 

Moderately High 34 22.7 22.7 98.0 

Very High 3 2.0 2.0 100.0 

Total 150 100.0 100.0  

 

Section_3_23 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Moderately Low 3 2.0 2.0 2.0 

Slightly Low 3 2.0 2.0 4.0 

Neutral 63 42.0 42.0 46.0 

Slightly High 41 27.3 27.3 73.3 

Moderately High 25 16.7 16.7 90.0 

Very High 15 10.0 10.0 100.0 

Total 150 100.0 100.0  

 

Section_3_24 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Moderately Low 2 1.3 1.3 1.3 

Slightly Low 5 3.3 3.3 4.7 

Neutral 48 32.0 32.0 36.7 

Slightly High 66 44.0 44.0 80.7 

Moderately High 26 17.3 17.3 98.0 

Very High 3 2.0 2.0 100.0 

Total 150 100.0 100.0  

 

 

Section_3_25 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Slightly Low 3 2.0 2.0 2.0 
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Neutral 81 54.0 54.0 56.0 

Slightly High 42 28.0 28.0 84.0 

Moderately High 23 15.3 15.3 99.3 

Very High 1 .7 .7 100.0 

Total 150 100.0 100.0  

 

 

Section_3_26 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Slightly Low 4 2.7 2.7 2.7 

Neutral 51 34.0 34.0 36.7 

Slightly High 78 52.0 52.0 88.7 

Moderately High 15 10.0 10.0 98.7 

Very High 2 1.3 1.3 100.0 

Total 150 100.0 100.0  

 

 

 

Section_3_27 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Slightly Low 13 8.7 8.7 8.7 

Neutral 47 31.3 31.3 40.0 

Slightly High 80 53.3 53.3 93.3 

Moderately High 9 6.0 6.0 99.3 

Very High 1 .7 .7 100.0 

Total 150 100.0 100.0  

 

Section_3_28 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Slightly Low 15 10.0 10.0 10.0 

Neutral 57 38.0 38.0 48.0 

Slightly High 64 42.7 42.7 90.7 

Moderately High 13 8.7 8.7 99.3 

Very High 1 .7 .7 100.0 

Total 150 100.0 100.0  
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Section_3_29 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Very low 1 .7 .7 .7 

Slightly Low 10 6.7 6.7 7.3 

Neutral 74 49.3 49.3 56.7 

Slightly High 39 26.0 26.0 82.7 

Moderately High 25 16.7 16.7 99.3 

Very High 1 .7 .7 100.0 

Total 150 100.0 100.0  

 

  

Section_3_30 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Very low 1 .7 .7 .7 

Slightly Low 13 8.7 8.7 9.3 

Neutral 64 42.7 42.7 52.0 

Slightly High 44 29.3 29.3 81.3 

Moderately High 25 16.7 16.7 98.0 

Very High 3 2.0 2.0 100.0 

Total 150 100.0 100.0  

 

 

Section_3_31 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Moderately Low 1 .7 .7 .7 

Slightly Low 7 4.7 4.7 5.3 

Neutral 82 54.7 54.7 60.0 

Slightly High 28 18.7 18.7 78.7 

Moderately High 26 17.3 17.3 96.0 

Very High 6 4.0 4.0 100.0 

Total 150 100.0 100.0  
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Organizational culture 

 
 
 

Section_4_32 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Slightly Low 2 1.3 1.3 1.3 

Neutral 42 28.0 28.0 29.3 

Slightly High 63 42.0 42.0 71.3 

Moderately High 24 16.0 16.0 87.3 

Very High 19 12.7 12.7 100.0 

Total 150 100.0 100.0  

 

 

Section_4_33 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Slightly Low 1 .7 .7 .7 

Neutral 49 32.7 32.7 33.3 

Slightly High 35 23.3 23.3 56.7 

Moderately High 49 32.7 32.7 89.3 

Very High 16 10.7 10.7 100.0 

Total 150 100.0 100.0  

 

 

Section_4_34 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid 3 11 7.3 7.3 7.3 

4 45 30.0 30.0 37.3 

5 43 28.7 28.7 66.0 

6 47 31.3 31.3 97.3 

7 4 2.7 2.7 100.0 

Total 150 100.0 100.0  

 

    4_32 4_33 4_34 4_35 4_36 4_37 4_38 4_39 

N Valid 150 150 150 150 150 150 150 150 

  Missing 0 0 0 0 0 0 0 0 
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Section_4_35 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid 3 1 .7 .7 .7 

4 66 44.0 44.0 44.7 

5 64 42.7 42.7 87.3 

6 15 10.0 10.0 97.3 

7 4 2.7 2.7 100.0 

Total 150 100.0 100.0  

 

 

 

 

Section_4_36 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Slightly Low 11 7.3 7.3 7.3 

Neutral 45 30.0 30.0 37.3 

Slightly High 43 28.7 28.7 66.0 

Moderately High 47 31.3 31.3 97.3 

Very High 4 2.7 2.7 100.0 

Total 150 100.0 100.0  

 

 

 

 

Section_4_37 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Neutral 26 17.3 17.3 17.3 

Slightly High 91 60.7 60.7 78.0 

Moderately High 27 18.0 18.0 96.0 

Very High 6 4.0 4.0 100.0 

Total 150 100.0 100.0  
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Section_4_38 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid 3 1 .7 .7 .7 

4 66 44.0 44.0 44.7 

5 64 42.7 42.7 87.3 

6 15 10.0 10.0 97.3 

7 4 2.7 2.7 100.0 

Total 150 100.0 100.0  

 

 

Section_4_39 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid 3 11 7.3 7.3 7.3 

4 45 30.0 30.0 37.3 

5 43 28.7 28.7 66.0 

6 47 31.3 31.3 97.3 

7 4 2.7 2.7 100.0 

Total 150 100.0 100.0  

 
 

Performance 

 Section_4_40 Section_4_41 Section_4_42 Section_4_43 Section_4_44 

N Valid 150 150 150 150 150 

Missing 0 0 0 0 0 

 

Section_4_40 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Slightly Low 1 .7 .7 .7 

Neutral 25 16.7 16.7 17.3 

Slightly High 74 49.3 49.3 66.7 

Moderately High 46 30.7 30.7 97.3 

Very High 4 2.7 2.7 100.0 

Total 150 100.0 100.0  
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Section_4_41 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Neutral 31 20.7 20.7 20.7 

Slightly High 82 54.7 54.7 75.3 

Moderately High 30 20.0 20.0 95.3 

Very High 7 4.7 4.7 100.0 

Total 150 100.0 100.0  

 

 

Section_4_42 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid 3 1 .7 .7 .7 

4 66 44.0 44.0 44.7 

5 64 42.7 42.7 87.3 

6 15 10.0 10.0 97.3 

7 4 2.7 2.7 100.0 

Total 150 100.0 100.0  

 

 

 

 

 

 

 

 

 

 

 

 

 

Section_4_44 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Neutral 48 32.0 32.0 32.0 

Slightly High 61 40.7 40.7 72.7 

Section_4_43 

 
Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid 3 11 7.3 7.3 7.3 

4 45 30.0 30.0 37.3 

5 43 28.7 28.7 66.0 

6 47 31.3 31.3 97.3 

7 4 2.7 2.7 100.0 

Total 150 100.0 100.0  
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Moderately High 23 15.3 15.3 88.0 

Very High 18 12.0 12.0 100.0 

Total 150 100.0 100.0  
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                                                                                                                                    Appendix  4  

Normality Test 
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