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ABSTRACT 

 

Generally, manufacturing capabilities are the important factor in running and developing business. Hence, this research is aimed to 

identifying the relationships of critical factors and make sure the companies can survive in the northern region of Malaysia. Those 

identified factors are managerial commitment, systems perspectives and manufacturing capabilities in term of agility. Through the 

survey, a total of 119 companies representing various industries in Northern Region of Malaysia had responded. The hypotheses involved 

were tested using correlation and regression techniques. The results of the study support all the hypotheses. The multiple regression 

analysis indicates that there are significant relationships among the factors on each criterion to manufacturing capabilities. It is believed 

that results of this study will be beneficial for shareholders and directors of manufacturing companies across industries to apply these 

manufacturing capabilities. 
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INTRODUCTION 

 

Malaysia had becomes the transit and destination 

for foreign companies and multinational 

manufacturing companies to invest and develop their 

business. With this environment, Malaysia needs to 

be competitive in order to be a good player in 

manufacturing sector. The major step towards 

globalization was set by all our Prime Minister in the 

nation’s vision 2020, the achievement of this vision 

is contingent upon how capable to use and manage 

our organizational capabilities to perform in our 

areas. As Zeleny [19] explained, we must not lack 

the ideas, which will enable us to perform certain 

tasks effectively and efficiently. 

According to the Malaysian Industrial 

Development Authority (MIDA) list of industries, 

there are a number of manufacturing industries which 

are classified as manufacturing sectors. The major 

manufacturing industries are the electronic industry, 

the automobile industry, the textile industry, the 

wood based industry, the steel industry, and the 

petrochemical industry. Among these industries, the 

electronics industry is the major manufacturing 

sector. While manufacturing lines are also very 

capital intensive, requiring large monetary 

investments in equipment, long production runs are 

necessary to amortize the initial investments, and still 

produce the expensive products for which the lines 

are created [10]. 

Manufacturing capabilities are grounded in the 

firm’s people, skills, knowledge, processes, systems, 

and equipment. These capabilities can be assembled 

from different internal and external sources [17] and 

then deployed to create products and introduce them 

to the market in a timely manner . In this study, 

manufacturing capability involves four key elements 

that need to be addressed: the integration, acuity, 

control, and agility. Pursuing the idea that multiple 

capabilities are desirable, a few researchers have 

addressed the question of which capabilities a 

company should developed first [13] Recently, 
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researchers have related that manufacturing 

capability can be performed with good 

manufacturing practices, knowledge transfer and 

training [14]. With the combination of all this 

important factors, manufacturers would be able to 

develop their company capability to attain more 

profit and produce best product for customers.   

 

Manufacturing Capabilities: 

The concept of strategic capabilities that 

determine a manufacturing’s contribution to the 

success of a firm is closely related to the notions of 

strategic resources, competences and priorities. In 

contrast to capabilities, resources are something a 

firm possesses or has access to, not what a firm is 

able to do. Resources can be tangible, e.g. 

specialized production systems, and intangible, e.g. 

level of training of workers [9]. Based on such 

resources, capabilities are developed. For instance, 

flexible production systems in combination with 

highly skilled workers or resources, allow to produce 

in a flexible way, capability. Capabilities allow an 

enterprise to develop and to exploit resources in 

order to generate profit through its products and 

services [1]. 

 

Agility: 

Agility is the ability to easily move from one 

manufacturing state to another. Agility divided to 

two criteria which are volume flexibility and mix 

flexibility. Volume flexibility refer to the ability of 

efficiently produce wide ranges in the demanded 

volumes of products. Mix flexibility is the ability to 

manufacture a variety of products, over a short time 

span, without modifying facilities [16]. The new 

concept agility in manufacturing, these drivers are 

competition, fragmentation of mass market, 

cooperative production relationship, evolving 

customer expectations, and increasing social 

pressures.The main issue in this new area of 

manufacturing management is the ability to cope 

with unexpected changes, to survive unprecedented 

threats of business environment, and to take 

advantage of changes as opportunities. This ability is 

called agility or agile manufacturing.  

Agile manufacturing that was sometimes mixed 

up and confused with previous thought schools of 

manufacturing management such as flexibility and 

lean manufacturing has been backed for having novel 

concepts beyond the former remedies. This has 

happened thanks to the wide concern it received 

during the past few years, though in place this has 

been a natural result of the increasing need to resolve 

problems with the so-called remedies and increasing 

pressures on manufacturing companies in competing 

for success. Agility in concept comprises two main 

factors. They are responding to change (anticipated 

or unexpected) in proper ways and due time and 

exploiting changes and taking advantage of them as 

opportunities. These, indeed necessitate a basic 

ability that is sensing, perceiving and anticipating 

changes in the business environment of the company. 

An agile manufacturer, in this way is an organisation 

with a broad vision on the new order of the business 

world, and with a handful of capabilities and abilities 

to deal with turbulence and capture the advantageous 

side of the business. 

Agility is an ability and a character that every 

manufacturing company must have to be able to 

survive and prosper in the new order of the world 

business environment. Different organisations are 

di!erent in the way they should respond to changing 

business environment, so they need di!erent levels of 

agility.Agility is a response to the changes that a 

company faces, and shall become a characteristic of 

the company. Therefore, the way that the company 

should act in turbulent circumstances of the business 

environment, which is called agility, is a direct 

function of changes in the business environment, and 

also the business environment itself and the 

company's situation. Agility in concept is a strategic 

response to the new criteria of the business world, 

and in practice, is a strategic utilisation of business 

methods, manufacturing and management processes, 

practices and tools, most of which are already 

developed and used by industries for certain 

purposes, and some are under development to 

facilitate the capabilities that are required for being 

agile. Information system/technology in its utmost 

level of timeliness, coverage, communication ability, 

data banking and interchange, etc., is a major 

differentiator of an agile manufacturing company 

compared to traditional systems. 

 

Organizational capabilities: 

According to Bhatt and Grover [4], they state 

that Organizational Capabilities are all tangible or 

intangible firm specific processes and assets 

representing the firms’ ability of coordination and 

deployment of resources. This includes functional 

skills and cultural perceptions impacting 

management of change and innovation. Literature 

discuss the pertaining of firm performance related to 

organizational capabilities corresponding to various 

tool. Lin and Ho described that technological, 

organizational and environment factors have positive 

impacts while some studies found organizational 

learning capacity to be an important factor to be 

considered. 

 

Managerial Commitment: 

Managerial Commitment refers to developing 

and facilitating managerial support and leadership 

commitment to upload the innovation process and 

employee motivation. It maintains personel 

efficiancy and learning as well as the organization’ 

ability to modify itself according to manufacturing 

capabilities. Top management support has been often 

linked with the success of the organizations, business 

process reengineering virtual enterprise formation. 
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Top management’s commitment must be considering 

to develop manufacturing capabilities. 

 

Systems Perspectives: 

Systems perspective refers to encapsulating the 

organizational members into one common identity 

and shared vision, interrelating the employees 

activities together, promoting joint actions, and 

developing relationships according to exchange of 

information and shared mental models. Based on the 

discussion it can be concluded that organizational 

capabilities play an important role in determining 

manufacturing capabilities. Therefore, it is essential 

to consider these factors in studying manufacturing 

capabilities. This study focuses on manufacturing 

practices namely managerial commitment and system 

perspectives. The investigation on the effects of 

organizational capabilities on the manufacturing 

capabilities addressed by the following hypotheses;  

 

H1  Managerial commitment has significant 

influence on Agility 

H2  System perspectives has significant influence 

on Agility 

 

Methodology: 

The Sample and Data: 

A survey was conducted to collect cross 

sectional data in Northern Region of Malaysia which 

is one of the state introduce as the Silicon Valley of 

Malaysia. The population of this study was the Top 

Management and Managers. These grades consist of 

management and professional employees which 

identified a group with high potential to engage 

manufacturing capabilities. The selection of the 

survey location and the sample was due to the 

Federation of Manufacturers of Malaysia (FMM). A 

set of questionnaire was formulated and designed 

based on the previous literature in the subject area. 

The questionnaires were emailed to 160 respondents. 

119 sets questionnaires received within two weeks 

giving the response rate of 74.4%.  The sample 

profile of the survey is shown in Table 1.

 
Table 1: Sample profile of the respondent 

Variables Item Frequency Percentage (%) 

Companies’s Type Malaysian owned  
Foreign owned 

Joint Venture 

75 
28 

16 

63.0 
23.5 

13.5 

Size of Company( In term of  
Full Time Employees 

Less than 5 
5 to 50 

51 to 150 

More than 150 

- 
- 

36 

83 

- 
- 

30.0 

69.7 

Respondents’ Job Designation General Manager            
Manager  

Executive 

3 
89 

27 

2.5 
74.8 

22.7 

Year of designation Less than 1 years 

1-5 years 

6-10 years 

More than 10 years 

8 

31 

17 

63 

6.7 

26.1 

14.3 

52.9 

Education level Degree 
Master Degree 

PhD 

98 
20 

1 

82.3 
16.8 

0.9 

 

From Table 1 it is found that more than 63% 

respondents are Malaysian owned companies and 83 

companies had more than 150 workers in their 

operation. The respondents are 3 General manager, 

89 Manager and 27 Executive and 63 from the 

respondent work more than 10 years. 98 from this 

respondent are from Degree level.  

 

Reliability Analysis: 

An internal consistency analysis was performed 

separately for the items of each managerial 

commitment and system perspectives by using the 

SPSS version 20, reliability procedure. Hair, Money 

and Samuel (2007) suggested an acceptable alpha 

value is greater than 0.6. As show in Table 2, the 

alpha values of reliability analysis for this study 

ranges from 0.70 to 0.85. From the results obtained, 

all the alpha values are greater than 0.7. Thus it can 

be concluded that this instrument has good internal 

consistency and is therefore reliable. 

 
Table 2: Reliability analysis result 

Variables Number of items Alpha 

Managerial commitment   

System perspectives  

4 

4 

0.812 

0.765 

Agility 4 0.864 

 

Descriptive analyses for the organizational capabilities and manufacturing capabilities are shown in Table 4 

and Table 5. The levels of organizational capabilities and manufacturing capabilities are based on the levels of 

mean score range provided in Table 3 which adopted from Kosnin and Lee. 
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Table 3: Level of Mean Score Range 

Range of mean score Level 

1.00 – 2.33 Low 
2.34 – 3.67 Medium 

3.68 – 5.00 High 

 

Findings: 

The Level of Manufacturing Capabilities: 

Manufacturing capabilities among the 

manufacturing companies are measured based on the 

values of means and standard deviations. Table 4 

shows the ranking of knowledge transfer and the 

value of mean and standard deviation for each 

activity.

  
Table 4: Mean Values of Manufacturing Capabilities 

Activities Mean Standard Deviation 

Able to efficiently produce wide ranges in the demanded volumes of 

products 

 
Able to manufacture a variety of products, over a short time span, without 

modifying facilities 

 
Able to accelerate or decelerate the rate of production quickly to handle 

large fluctuations in demand 

 

3.64 

 

 
 

3.67 

 
 

3.68 

 
 

0.687 

 

 
 

0.634 

 
 

0.643 

Manufacturing Capabilities 3.66 0.654 

 

Mean values explained the propensity of the 

respondent to involve with manufacturing 

capabilities [11]. According to Kosnin and Lee  the 

mean values in range of 2.34 to 3.67 is categorized as 

medium stage. The mean score for the overall 

manufacturing capabilities is 3.66. This indicated 

that the level of manufacturing capabilities among 

manufacturing companies is at the medium stage.  

 

The Level of Managerial Commitment and Systems 

Perspectives: 

Table 5 gives the mean values for the eight 

organizational capabilities. It is shown that one of the 

organizational capabilities has more than 3.67 mean 

values which is 3.72. Base on Table 5, the levels of 

these organizational capabilities are considered as 

medium stage among the manufacturing companies.

Table 5: Mean Values of organizational capabilities 

Activities Mean Standard deviation 

My Firm frequently involves their staff in 

important       decision-making process 

 

My firm’s management looks favorably on  

carrying out changes in any area to adapt and/or  
keep ahead of new environmental situations. 

 

Employee learning capability is considered a key 
factor in my firm. 

 

My firm rewarded work innovative ideas. 
 

All employees have generalized knowledge  
regarding this firm’s objectives. 

 

All parts that make up my firm ( departments,  
sections, work teams and individuals) are well  

aware of how they contribute to achieving the  

overall objectives. 
All activities that occur in business transaction  

processes are clearly defined 

 

All parts that make up my firm are 

interconnected, working together in a 

coordinated fashion.                                        

 

3.61 

 

 

 
3.72 

 

 
3.45 

 

3.23 
 

 
3.46 

 

 
 

 

3.12 
 

3.01 

 

 

 

3.19 

 

0.861 

 

 

 
0.713 

 

 
0.762 

 

0.711 
 

 
0.731 

 

 
 

 

0.712 
 

0.720 

 

 

 

0.741 
 

 

Organizational Capabilities 3.29 0.743 

 

The lowest mean of organizational capabilities is 

all activities that occur in business transaction 

processes are clearly defined and the average mean 

value of organizational capabilities is at medium 

levels. 

 

Correlation Analysis: 

From the results of correlation analysis it is 
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found that organizational capabilities are 

significantly correlated to manufacturing capabilities. 

As shown in Table 6, the correlation coefficients are 

found to be positive and statistically significant at 

0.01 level (p<0.01).  

 
Table 6: Pearson Correlation Coefficients between organizational capabilities and Manufacturing Capabilities 

Correlations 

Variable             F1                            Manufacturing Capabilities       

 
F1       1.00 

Managerial commitment        0.736**                          1.00 

Systems Perspectives               0.807**                            0.742**          1.00 

 

** Correlation is significant at the 0.01 level (1-Tailed) 

* Correlation is significant at the 0.05 level (1-Tailed) 
 

Therefore, Hypothesis 1 and Hypothesis 2 are 

supported. There is a significant relationship between 

organizational capabilities and system perspectives 

with the other variables that is agility (manufacturing 

capabilities). Hence, Hypothesis 1 and Hypothesis 2 

are supported. 

 

Discussion: 

This study is to identify empirically the core 

manufacturing capabilities in manufacturing 

companies, across industry in the northern region of 

Malaysia. The rationale of the study stems from the 

major consideration, that is, the emerging concern of 

shareholders of the manufacturing companies and the 

directors of the companies in this industry in 

particular to develop core manufacturing capabilities. 

The analysis based on the respondents’ 

perception of core manufacturing capabilities in 

manufacturing companies showed that manufacturers 

took a lot of effort in organizational capabilities in 

achieved high degree of core manufacturing 

capabilities. 

The findings show that organizational 

capabilities are the important variables that must be 

consider by the manufacturers in their operation. 

These findings are supported by previous researchers 

who have studied in developing manufacturing 

capabilities [16,11]. 

The correlation analysis show that 

organizational capabilities is the priority variables 

that must be highlight which show the correlations 

coefficients 0.866 for systems perspectives and 0.736 

for managerial commitment at the 0.01 level (1-

Tailed). 

 

The Limitation: 

This survey has been conducted with the 

manufacturers in Northern Region of Malaysia. 

Nevertheless, the result may not be able to generalise 

the influence of organizational capabilities on 

manufacturing capabilities for the whole country as 

there are different focus on their operation. This 

study focuses solely on the manufacturing 

capabilities in term of agility. Future research should 

consider other factors that influence the 

manufacturing capabilities such as timed based 

management and team works.  

 

Conclusion: 

This paper has applied empirical analysis on the 

influence of organizational capabilities on 

manufacturing capabilities of local manufacturers. 

Survey on manufacturing capabilities on the local 

manufacturers reveals that the level of manufacturing 

capabilities is high level. The results show that the 

organizational capabilities contribute to the 

manufacturing capabilities. The results suggest that, 

all manufacturers must consider managerial 

commitment and system perspective (Organizational 

capabilities) as their focusing aspect to survive in the 

business. Companies or manufacturers must increase 

their organizational capabilities in term of agility to 

gain significantly in the core manufacturing 

capabilities. The organizational capabilities 

absolutely are very important in develops 

manufacturing capabilities.  
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