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This research conducted with a purpose to analyse few issues of concern regarding 

the environmental innovation, environmental performance and business financial 

analysis. The findings of this research will help to discover more in detail the 

environmental innovation and environmental performance roles in bursting and 

helping the business in generating income and making profits. This research attempt 

to investigate how environmental innovation can drive an improvement in 

environmental performance and how both of these variables contribute to the 

business financial performance. The analysis is performed among business 

organization in industrial area of Bayan Lepas, Penang and Kulim Hi-Tech Park, 

Kedah. This area was chosen because it is easy to get respondent through online 

survey as many business in this area are majority multinational organization and 

highly responses to online survey through email communication. The survey 

questionnaire is distribute through Google Form platform where Google Form link 

send by email to the targeted business entity for them to fill in their responses. The 

targeted research respondents will need to answer the questionnaire which divided 

into two sections namely demographic profile which consists of the company age in 

industry, the business industry, category of the business, SMEs status, level of SMEs, 

number of people employed and other location of the business. Meanwhile, in the 

second section of questionnaire there are four research variable consist of 29 

questions.  
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CHAPTER 1 

INTRODUCTION 

1.0 Preface 

This chapter consist of background of the study, problem statement, research objective, 

research question, scope of the study, significance of the study and organization of the study. 

There is overall intro about the topic being study and the proposed benefits and impacts the 

research associated with.   

 

1.1 Background of the Study 

According to Magsi H.B.(2019),  business firm are increasingly adopting proactive 

environmental management as a business strategy to address the environmental challenges 

and enable the shift to green market competition. In doing so, it is crucial for these firms to 

equip with environmental capabilities for sustaining firms’ competitive capabilities in terms 

of environmental performance and innovation, which would eventually lead to superior firm 

performance. However, to date, business owners are still uncertain about what kind of 

environmental capabilities are required in order to enhance the performance of their firms. As 

such, there were extant empirical researches conducted focusing on the examination of the 

direct effects of proactive environmental management on the performance of a firm. Thus, 

this study examines the how dynamic capabilities emerged from proactive environmental 

practices can foster the creation of environmental capabilities that in turn enhance the 

competitive capabilities and financial performance of the firms. Environmental capabilities 

refer to emergence of dynamic capabilities following the implementation of environmental 

strategies by the firms (Gabler C.B., Richey R.G., Rapp A.; 2015).  

 

Environmental competitive capabilities such as environmental performance and 

environmental innovation are arising from outcome of proactive environmental management 

(Christmann P. in Magsi H.B.; 2017). Furthermore, the natural resource-based view (NRBV) 
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theories have clearly specified innovation as the core factor enabling superior firm 

performance from environmental management. The purpose of an environmental 

management is to develop, implement, manage, coordinate and monitor corporate 

environmental activities. Environmental innovation and environmental performance emerge 

the outcome of environmental management. Many studies had proven the significant 

relationship between environmental performance and firm performance (Clarkson P.M.; Li 

Y.; Richardson G.d.,et.al; 2011). However, there were very limited studies which linked the 

financial performance to the performance of the firm involving environmental innovation 

simultaneously. In view of this, this study has examined the mediating role of environmental 

innovation in the relationship between environmental performance and financial performance 

among business organizations.  

 

Literature showed that environmental innovation is a robust predictor of firm’s performance 

(Chang C.H.;2011 and Lioz Z.; 2016) and it plays a mainstream role in literature examining 

competitiveness and performance of a firm (Dangelico R.M. and Pujari D.; 2010). Grekova et 

al. (2013) demonstrated the mediating role of environmental innovation between 

environmental management and firm’s performance. Likewise, environmental studies have 

also proven the positive correlation between environmental performance and firm’s 

performance (Clarkson P.M.; Li Y.; Richardson G.d.,et.al; 2011). Past literature posited that 

proactive environment strategies are associated with the emergence of environmental 

innovation (such as innovative products, improved manufacturing and operational processes), 

as well as the emergence of environmental performance (such as lower cost from lower 

pollution and waste), which enable firms to realize its competitive benefits.  

 

Based on the NRBV theory, environmental innovation and environmental performance 

constitute environmental competitive capabilities of firms which are firm specific, rare, 

valuable and and difficult to imitate by others (Hart S.L. et al; 2011). Environmental 

performance signifies that firms’ success in implementing environmental strategies, which 

forms the basis for innovation practices (Forsman H.; 2013). Superior environmental 

performance reflects firms’ ability to identify new environmental knowledge and to apply it 

to improve products and processes. Currently, there are only few researchers able to draw 
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systematic research relating to environmental performance, environmental innovation and 

firm’s performance. Therefore, there is very little attention paid explicitly to the role of 

environmental innovation between the environmental performance and firms’ performance. 

Only Grekova et al. (2013), used environmental innovation between environmental 

management and firm’s performance. Besides that, the items measuring the environmental 

innovation were not comprehensive where only four items were used to measure the 

environmental innovation. In terms of a firm’s performance, this study uses financial 

performance compared to cost effective advantage. In this study authors have considered the 

environmental performance and this study also focuses on the environmental proactive 

context including ISO 14001, where environmental strategies (environmental capabilities) are 

mostly in place, how would environmental competitive capabilities (i.e. environmental 

performance and environmental innovation) influence the financial performance of the firm. 

Therefore, this study aims to investigate the relationship between firms’ environmental 

performance and environmental innovation with the firms’ financial performance.  

 

Environmental innovation becomes a platform that allows organizations to create something 

different in products and services compared to other competitors. Practically, many 

organization prefer to have an eco-friendly innovation to support go green and save the world 

campaign. Different types of organization definitely having a different idea of innovation. For 

a small medium organization, innovation with cost saving advantage is preferable. It is 

different to giant organizations that are financially stable, they support the innovation to gain 

benefits no matter the cost is because they normally have a bigger budget on it. 

Environmental innovation not necessarily in product specifications but it involves also the 

process of manufacturing, the process of marketing, the process of disseminating information 

and knowledge, the process of handling and maintaining customer relationship and many 

other process in the chain of producing and selling it.  

 

Environmental innovation practicing in Malaysia organization is majority focusing on the 

administration process where they are going towards paperless process by moving to using 

computerized system along with the development of technology. For example, many 

organizations nowadays shifting their order system into computerized and online order 
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system where it is directly connected to the warehouse data containing of stocks availability 

with specific product justification. Thus, customer can directly place an order and later pick 

up the item at the pick-up point or posted out through courier services. It is time saver, 

accurate order information and very easy and flexible.  However, bigger organization with 

stable finances is conducting innovation continuously in terms of the product and the process. 

Factory involve in manufacturing majority take part in process innovation to improve their 

environmental performance and management especially in terms of waste management. 

Environmental innovation is considered as the platform for organizations to have good 

environmental performance to enhance their sales revenue and making more profit.   

 

In the other side, environmental performance and management of an organization is measure 

and monitored effectively to ensure the organization is optimally benefited in its operation 

without damage or affect the environment negatively. Good environmental performance 

allows the organization in getting more profit and there are few area of environment 

responsibility and sustainability need to be considered. It is including the well manage of 

waste especially chemical waste and solid waste, the control of pollution in terms of land, 

water and air and also the strategy of managing healthy and safety workplace. Overall, 

environment in organization is wide where it exists in every path of the organizations 

operational chain and have it owns impact base on the organizations practices.  

 

The remainder of this paper consists of Chapter 2 discussing the literature review and the 

development of the hypotheses of the study, Chapter 3 explaining the methodology of the 

study including variables and data collection, Chapter 4 discussing the empirical findings and 

discussions of the study and lastly Chapter 5 highlighting comments of the study and some 

recommendations.  
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1.2  Problem statement 

 

1.2.1 Eco-innovation Practice   

According to a survey conducted by Ipsos on the most concerning environmental issues in 

Malaysia as of March 2019, 45 percent of respondents stated that global warming or climate 

change was the leading environmental concern. There is a relatively high awareness of the 

topic in the country and some people have adjusted their lifestyles to mitigate the effect of 

climate change. Top environmental issues are centred on climate change these days. As 

climate change continues, the costs have nowhere to go but up. Eco-innovation was derived 

from the concept of sustainable development created by the World Commission of 

Environment and Development (OECD, 2008) which includes process innovation in 

production activities to produce environmentally friendly products at affordable cost. In 

general, eco-innovations will reduce the environmental impacts caused by consumption and 

production activities (Horbach et al.;2012 and Carrillo et al.;2010). Business organization 

which invested in eco-innovation aims to be more eco-efficient than the competitors in the 

overall environmental performance and also in the business financial performance. Eco-

innovations able to improve the firm environmental management with the aim to burst the 

business income. How an eco-innovation can best be implemented in an organization to 

ensure that the organization is having a good environmental performance? This study will 

investigate the necessarily eco-innovation practices that can drive the organization to have a 

good yet great environmental performance.     

  

1.2.2 Waste Management 

Waste management is also known as waste disposal. It includes the activities and actions 

required to manage waste from its inception to its final disposal. This includes the collection, 

transport, treatment and disposal of waste, together with monitoring and regulation of the 

waste management process and waste-related laws, technologies and economic mechanisms. 

Waste can be solid, liquid, or gaseous and each type has different methods of disposal and 

management. Waste management deals with all types of waste, including industrial, 

biological and household. In some cases, waste can pose a threat to human health. Waste 

management is intended to reduce adverse effects of waste on human health, 

https://en.wikipedia.org/wiki/Health
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the environment, planetary resources and aesthetics. Proper management of waste is 

important for building sustainable and livable cities, but it remains a challenge for many 

developing countries and cities. A report found that effective waste management is relatively 

expensive, usually comprising 20%–50% of municipal budgets. Operating this essential 

municipal service requires integrated systems that are efficient, sustainable, and socially 

supported (World Bank, 2020).  

 

Waste management is based on waste hierarchy of three principles (3 Rs) which are Reduce, 

Reuse and Recycle. This waste hierarchy classifies waste management strategies according to 

their desirability in terms of waste minimization. The waste hierarchy is the cornerstone of 

most waste minimization strategies. The aim of the waste hierarchy is to extract the 

maximum practical benefits from products and to generate the minimum amount of end 

waste; see: resource recovery. The waste hierarchy is represented as a pyramid because the 

basic premise is that policies should promote measures to prevent the generation of waste. 

The next step or preferred action is to seek alternative uses for the waste that has been 

generated i.e. by re-use. The next is recycling which includes composting. Following this step 

is material recovery and waste-to-energy. The final action is disposal, in landfills or through 

incineration without energy recovery. This last step is the final resort for waste which has not 

been prevented, diverted or recovered. The waste hierarchy represents the progression of a 

product or material through the sequential stages of the pyramid of waste management. The 

hierarchy represents the latter parts of the life-cycle for each product. This study attempt to 

investigate how waste management can be efficiently manage which can help a business to 

grow well and making profit in environmental friendly culture? 

 

https://en.wikipedia.org/wiki/Environment_(biophysical)
https://en.wikipedia.org/wiki/Aesthetics
https://en.wikipedia.org/wiki/Waste_minimisation
https://en.wikipedia.org/wiki/Resource_recovery
https://en.wikipedia.org/wiki/Waste-to-energy
https://en.wikipedia.org/wiki/Energy_recovery
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Figure 1 : Waste hierarchy 

 

 

1.2.3 Cost and Budget for Environmental Management 

Every action and initiatives requires some cost and budget. How much is the spending in 

depending on the project and plan initiate by the company. As such, in environmental 

management, the waste management spending is quite high of around 20% to 50% of 

municipal budget. Plus, environmental innovation is also need a cost to spend. Organizations 

need to clearly identify and clarify which action is really benefited the business and set a 

priority to apply it in business operation. As waste management and innovation are take place 

every day in the operation, an organization need to set up a phase of implementation and keep 

monitoring the initiatives and priority set by the top management. This research initiates to 

investigate on how the cost and budget of environmental management relate to the business 

financial performance?  
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1.3 Research objectives (RO) 

 

This research conducted with a purpose to analyse few issues of concern regarding the 

environmental innovation, environmental performance and business financial analysis. The 

findings of this research will help to discover more in detail the environmental innovation and 

environmental performance roles in bursting and helping the business in generating income 

and making profits. This research attempt to investigate how environmental innovation can 

drive an improvement in environmental performance and how both of these variables 

contribute to the business financial performance. Does it making the business financial better 

or otherwise?  

 

There are three specific objectives to be justify in this study as follow : 

 

RO 1 : To investigate the relationship of environmental innovation practices with the 

organization environmental performance.     

 

RO 2 :To investigate the relationship of environmental performance and management with 

the organization financial performance.  

 

RO 3 :To identify the relationship of innovation in improving the environmental 

management and how its affect the business financial performance. 

 

 

1.4  Research questions (RQ) 

 

In this study, the researcher would like to justify and define the relationship between the 

environmental innovation, environmental performance and the business financial 

performance. 

 

RQ 1 : What is the relationship of environmental innovation implementation in organization 

with its environmental performance and management? 

 

RQ 2 : What is the relationship of environmental performance and management and the 

organization financial performance by practicing eco-friendly innovation? 
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RQ 3 :Does environmental innovation improve the environmental management and how its 

affect the business financial performance? 

 

 

1.5  Scope of Study 

The scope of this study is restricted to focus on environmental innovation implemented in 

various business in Malaysia no matter the type of the industry they are in or the business 

size. It is the general study of environmental innovation and environmental performance for 

business organization. The analysis is performed among business organization in industrial 

area of Bayan Lepas, Penang and Kulim Hi-Tech Park, Kedah. This area was chosen because 

it is easy to get respondent through online survey as many business in this area are majority 

multinational organization and highly responses to online survey through email 

communication. The survey questionnaire is distribute through Google Form platform where 

Google Form link send by email to the targeted business entity for them to fill in their 

responses. The questionnaire distributed divided into two parts namely demographic profile 

and statement research variables.  

 

1.6 Significance of research 

This study may give few significant to few areas and people as follow : 

 

1.6.1 Significant to business operator 

Helps the business organization to identify necessary innovation that is more eco-friendly to 

be implemented in the daily operation. As such, organization may also review the priority in 

applying necessary action relating to environmental issues by referring to this research 

finding. As every action needs money and cost to be spend, this research will allow the 

organization to make a better decision to come out with new innovation that can improve the 

organizations’ environmental performance and help the organization making more income 

eventually and continuously. This research also encourage an organization to develop new 

ideas of innovation. Beside, through research also company may get new information to 
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improve their product dimension and process chain innovation. In addition to this, company 

able to initiate cost saving initiative through eco-friendly innovation.  

1.6.2 Significant to community 

This research allows organization to have better point of view on which environmental 

sustainability should be taken in order to improve the environment. In a way of company able 

to make more income plus profit, the community itself will enjoy better environment through 

the company awareness program or innovation program that can giving more profit to the 

company. Plus, community are able to participate in environmental campaign and program 

organized by the company or other third party.  

1.6.3 Significant to environment 

This research will allow all related parties to act and take better action in manage the 

environment well. When business organization implements an eco-friendly practices in its 

daily operation, the go green mission is improved and indirectly improve the environment 

condition and maintain the ecology system well.    

 

1.7 Organization of the Study 

This study is divided into two section which are theoretical and analytical structure. The first 

section is a summary of the information available and gives the conceptual framework for 

this study. Information gather in this section is generating from the past researches, articles, 

company yearly reports and many others which is a type of secondary data. It starts by 

identifying the environmental innovation practices in an organization which contribute to a 

successful environmental performances and how both interact with business financial 

performances. The analytical section starts by defining the method of analysis and the 

collecting of data. This provides the list of environmental innovation practices implemented 

in an organization to improve their environmental performances and how these variables 

relate to the business financial performance. The study outcome is further explain in Chapter 

4 and the comments with necessary recommendations is expressed in Chapter 5 of this study.   
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1.8  Definition of main variables 

 

1.8.1 Independent Variable 

 

Independent variable is exactly a variable that stands alone and isn’t changed by the other 

variables a study trying to measure. It is the experimenter manipulates or changes and is 

assumed to have direct effect on the dependent variable. In this study the independent 

variables being selected are as follow: 

 

1.8.1.1 Environmental innovation 

Environmental innovations are organizational implementations and changes focusing the 

environment, with implications to companies’ products, manufacturing processes and 

marketing, with different degrees of novelty.  

1.8.1.2 Environmental performance  

Environmental performances refer to the impact of the company’s  activities on the natural 

environment. Environmental performance was monitored by an organization using few 

indicators. Good environmental performance will bring the organization into green 

practitioner company and this would be a good corporate social responsibility (CSR) that 

supports the environment well.  

 

1.8.2 Dependent Variable 

The variable that depends on other factors that are measured. These variable are expected to 

change as a result of an experimental manipulation of the independent variables.  

 

1.8.2.1 Financial Performance 

Financial performance is a subjective measure of how well a firm can use assets from its 

primary mode of business and generate revenues. The term is also used as a general measure 

of a firm's overall financial health over a given period. Financial performance is the company 

heart where most of the organization’s crucial decisions depend on the financial. 

Understanding financial performance in necessary because they help in the decision making 

process of the company. There are several Key Performance Indicators (KPI) of different 
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categories use to identify the companies’ financial health such as liquidity, profitability, 

efficiency, solvency and valuation. It is important to understand all these KPIs to allow the 

company to adjust any strategies accordingly. This is important because any significant 

strategy cannot be run in the company without having stable financials. Financial 

performance is measures by looking at several financial position as follow :  

 

(i) Gross Profit Margin 

It measure the percentage of revenue obtained after reducing the cost of goods 

sold. It can be said that the gross profit margin is the measure of profitability 

without considering the cost of overheads.  

 

(ii) Net Profit Margin 

It is the profitability ratio that measures the percentage of income that is left after 

reducing all the costs of the business. Costs such as cost of goods sold, interest, 

operating expenses and taxes spend.  

 

(iii) Market Share 

Market share is the portion of a market controlled by a particular company or 

product. Market share give valuable information on how big the company mastery 

have control the market.  

 

(iv) Sales Revenue 

Sales revenue is the income received by a company from its sales of goods or the 

provision of services. The higher the sales revenue indicate a good performance of 

the business.  

 

(v) Return on Investment 

Return on investment (ROI) is a performance measure used to evaluate the 

efficiency or profitability of an investment or compare the efficiency or 

profitability of an investment or compare the efficiency of a number of different 

investments.  
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(vi) Working Capital 

Working capital is the amount of capital that is available with business and is used 

to facilitate everyday operations. It is the required cash which is available with the 

business and can be used for everyday transactions.  

 

(vii) Inventory TOperating Cash flow 

This is the measure of the cash in the business derived from its operations. When 

the operating cash flow is positive, that means the business has enough cash to 

expand its operations.   

Financial analysis is essential for every company to understand its current financial position 

and its future financial goals. Financial performance will be positive if all things and 

strategies are well in the organization and it would be negative if things are not working in 

favor of the company. Multiple ratios can be used to analyze the financial performance of the 

company.   

 

1.9 Summary of the Chapter 

 

In summary, this chapter has provided the reviewed on the Background of the Study, Problem 

Statement, Research Objective, Research Question, Scope of Study, Definition of Main 

Variable and Organization of the Study. The objective of this study is to investigate the 

practices of environmental innovation and environmental performance and its relationship 

with the business financial performance.  
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CHAPTER 2 

LITERATURE REVIEW 

 

2.0 Chapter Review 

The earlier research were done on the impact of eco-innovation drivers on environmental 

performance focusing on green technology in Malaysia (Fernando Y. and Wah W.X.; 2017). 

Currently, cleaner production has become necessary to create resource-efficient production, 

as societies have become increasingly concerned with environmental issues. The concept of 

environmental innovation being implemented should incorporate the integrated aspects of 

ecology, technology, market needs, regulatory compliance and suppliers and continuously 

explore a company’s ability to apply the concept (Li Y.; 2014). Companies that are concerned 

with environmental performance will generate more profits, which in turn, will help enable 

them to survive in the market over the long term. In this study, the researcher will briefly 

provide necessary arguments regarding the environmental innovation, environmental 

performance and business financial performance and how they relate to support each other.  

 

2.1 Background of Environmental Issues in Malaysia 

Environmental is derived from the word environment which means anything that surround us. 

It can be living (biotic) or non-living (abiotic) things. It includes physical, chemical and other 

natural forces. Living things live in their environment. They constantly interact with it and 

adapt themselves to conditions in their environment. In the environment there are different 

interactions between animals, plants, soil, water, and other living and non-living things. Since 

everything is part of the environment of something else, the word environment is used to talk 

about many things. People in different fields of knowledge use the word environment 

differently. In psychology and medicine, a person's environment is the people, physical things 

and places that the person lives with. The environment affects the growth and development of 

the person. It affects the person's behavior, body, mind and heart. 

 

https://simple.wikipedia.org/wiki/Physical
https://simple.wikipedia.org/wiki/Chemical
https://simple.wikipedia.org/wiki/Animal
https://simple.wikipedia.org/wiki/Plant
https://simple.wikipedia.org/wiki/Soil
https://simple.wikipedia.org/wiki/Water
https://simple.wikipedia.org/wiki/People
https://simple.wikipedia.org/wiki/Psychology
https://simple.wikipedia.org/wiki/Medicine
https://simple.wikipedia.org/wiki/Mind
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Environmental is relating to the natural world and the impact of human activity on its 

condition. The importance of the environmental challenges facing the planet and the critical 

role that companies have in preventing environmental deterioration have led to the increasing 

relevance of environmental issues in management research agendas (Wagner, 2017). 

Corporate protection of the environment has already become a research area of the utmost 

importance (Etzion, 2007). Environmental issues, which are characterized as a dimension of 

the external business environment, can affect all areas of the company and are understood as 

a source of both opportunities and threats to the organization (Roome, 1992; Gupta, 2015). In 

particular, several authors have conceptualized environmental protection as an emergent 

competitive of operations-related priority.  

One of the most frequently investigated issues in corporate environmental literature during 

the last two decades is the nature of the relationship between environmental protection 

activities and financial performance (King and Lenox, 2001 in Etzion, 2007). Environmental 

management is defined as the organized effort of all functions of an organization with the 

main objective of enabling it to comply with existing environmental legislation and to 

continually improve its impact on the environment. Environmental management activities are 

traditionally linked to the cost incurred by the company to protect the environment (Darnall 

and Edwards, 2006; Yang et al., 2011). To this end, environmental management can be 

conceptualized as a set of internal rules or regulations that are applied to tasks and processes 

aimed at protecting the environment. It is counter intuitive that the more rules, the more 

additional costs and the more constraints on the firms’ freedom to make business choices, 

thus potentially affecting profitability. 

Discussion in policy circles has centred on the need to address factors such as low farm 

productivity, increasing health-related problems, natural disasters, environmental problems 

and monetary inflation. In 2014, the government launched trans-disciplinary research grants 

with the objective of including societal benefits among the performance criteria at Malaysia's 

research universities and providing incentives to promote science in support of poverty 

alleviation and sustainable development (Rasiah R. et al; 2015). On 16 November 2016, 

Malaysia ratified the Paris Agreement. According to the World Resources Institute, Malaysia 

contributed about 0.9% of global greenhouse gas emissions in 2012, taking into account land-

use changes and forestry. Although Malaysia remains committed to reducing its carbon 

emissions by 40% by 2020 over 2012 levels, as pledged by the Malaysian prime minister at 

https://en.wikipedia.org/wiki/Paris_Agreement
https://en.wikipedia.org/wiki/World_Resources_Institute
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the climate summit in Warsaw in 2013, it faces growing sustainability challenges’ (Rasiah R. 

et al; 2015). 

In January 2014, Selangor, the most developed of Malaysia's federated states, experienced 

water shortages. These were caused by high pollution levels and the drying of reservoirs as a 

consequence of overuse. Land clearing and deforestation are still major concerns, due to 

landslides and population displacements. Malaysia is the world's second-biggest producer 

of palm oil (Rasiah R. et al; 2015). Palm oil exports represent the third-largest category of 

Malaysian exports after fossil fuels (petroleum and gas) and electronics. Approximately 58% 

of Malaysia was forested in 2010. With the government having committed to preserving at 

least half of all land as primary forest, Malaysia has little latitude to expand the extent of land 

already under cultivation. Rather, it will need to focus on improving productivity (Rasiah R. 

et al; 2015 and Morales A.; 2010).  

In 2015, oil and gas contributed nearly 32% of government revenue. Although natural gas 

represented about 40% of Malaysia's energy consumption in 2014, there have been gas 

shortages since 2009, owing to the combination of a declining domestic gas supply and rising 

demand. To compound matters, the sharp drop in global oil prices between July and 

December 2014 forced the government to cut expenditure in January 2015 to maintain its 

budget deficit at 3%. A recent UNESCO budget review indicates that Malaysia will not be 

able to rely on its natural resources to propel itself towards high-income status by 2020 

(Rasiah R. et al; 2015). There is rising inequality in Malaysia, with the disparity between the 

top 20% income-earners and the bottom 40% widening. The government's Subsidy 

Rationalization Programme, which had first been rolled out in 2010, moved into high gear in 

2014 with three consecutive increases in natural gas prices in a single year. The removal 

of energy subsidies, coupled with the introduction of a general sales tax on consumer goods 

in April 2015, is expected to increase the cost of living (Rasiah R. et al; 2015). The four out 

of ten Malaysians in the lowest income bracket are also increasingly exposed to social and 

environmental risks. The incidence of dengue increased by 90% in 2013 over the previous 

year, for instance, with 39,222 recorded cases, in a trend which may be linked to 

deforestation and climate change. The rising crime rate is another concern (Rasiah R. et al; 

2015). 

 

https://en.wikipedia.org/wiki/Palm_oil_production_in_Malaysia
https://en.wikipedia.org/wiki/Palm_oil_production_in_Malaysia
https://en.wikipedia.org/wiki/UNESCO
https://en.wikipedia.org/wiki/Energy_subsidies
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Considering these environmental issues happening several years ago, it is seen that new 

improvement is needed. An alternative should be plan to cater these problem and business 

entity should play their roles in contributing to environment friendly practice.    

 

2.1.1 Overview of Environmental Innovation and Environmental Performance  

Environmental innovations are organizational implementations and changes focusing on 

the environment, with implications for companies' products, manufacturing processes and 

marketing, with different degrees of novelty. Increasing of environmental innovation tends to 

come up against many barriers. Innovation focuses on a challenge-oriented approach to 

solutions that bring together excellent natural sciences, which underpin the development and 

application of technologies, to understand and deliver a sustainable future. Encouragingly, 

some businesses are taking steps to address the situation and a number of innovations have 

been developed in recent years that have helped to reduce mankind’s environmental footprint. 

An initial aspect refers to the importance of the innovation, is redesigning the packaging of a 

detergent to make it more eco-compatible is different from changing its chemical 

composition and replacing the noxious ingredients which pollute the environment. Even more 

so, choosing new colors for a line of automobiles is completely different from developing a 

new model or innovating the product concept (a new engine or new transmission system). 

Technological solutions, therefore, can present different degrees of innovation which have a 

completely different impact on the economic and social system.  

Innovation for inclusive and sustainable development has recently become a widely discussed 

area of public policy in Malaysia as it is very close to environmental performance. 

Environmental performance reflects firms’ environmental capabilities generated from the 

implementation of environmental strategies as underpinned by the dynamic capabilities 

theory. Likewise, Crossan and Apaydin confirmed the role of organizational capabilities as 

the determinants of innovation. This is due to the fact that environmental performance 

signifies the firms’ success in implementing environmental mission and strategies, structure 

and systems, which forms the basis for innovation practices. These environmental routines 

and processes provide basis for continuous innovations in product design and production 

process targeting at environmental improvements. Further, environmental performance also 

reflects a firms’ absorptive capacity as it represents the strengths gained by firms from 

https://en.wikipedia.org/wiki/Sustainable_development
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adoptions of environmental practices. Superior environmental performance reflects firms’ 

ability to identify new environmental knowledge, and to apply it to improve products and 

processes.  

Empirical studies have proven the contribution of environmental performance on 

environmental innovation. Wagner (2009) conducted a survey on approximately 2,000 

manufacturing firms in Europe and demonstrated the positive association between 

environmental performance and environmental innovation, in terms of both products 

innovation and process innovation. Likewise, environmental innovation measured as 

environmental patents was found to be associated with environmental performance in terms 

of reductions in toxic pollution. In addition, green product innovation was demonstrated to be 

correlated positively to environmental performance in manufacturing sector in Taiwan and 

green process innovation was demonstrated to be positively associated with environmental 

performance among manufacturing firms in Taiwan and Turkey. Taken together, this 

research posits that the greater environmental performance, the better environmental 

innovation will be at firm level. On top of all empirical literature, studies are required to be 

conducted in order to obtain evidences from different countries and industries. 

Liberalness in industry environments allows an organization to be more competitive, identify 

opportunities and strive for growth.  This environmental condition enables organization to 

diversify because entry barriers to new markets are removed and as such an organization 

enjoys balance or reduced risk that will increase its profitability through improved 

performance. Sougata (2004) posits that an organizational environment with higher 

munificence is motivated to increase business scope, scale of its operation and geographical 

scope to attain superior performance. In an environment where competition is intense and 

stiff, organization require lowering-cost business strategy with little emphasis on product 

differentiation.  

Sougata (2004) asserts that increase in bargaining power of customers and competitive 

intensity reduces profitability and compels organization to seek opportunities in another 

market or probably divest some part of its business, if it is a corporation, and re-strategies to 

remain relevant. Environments with less complexity and dynamism require organization to 

adopt differentiation strategy and be more innovative in its production process to wade off 

imitation by rivals in the industry, and enjoy premium price because the main competitors 

may consider change of strategies unnecessary (Kabadayi, Eyuboglu & Thomas, 2007). 
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The natural resource based-view (NRBV) works on the principle that a company’s 

competitive advantage fundamentally depends upon its relationship with the natural 

environment. The NRBV framework identifies how companies can generate competitive 

advantage based on capabilities that support sustainable development. Stuart Hart (1995) 

developed a framework of three interconnected capabilities that firms can build including (i) 

pollution prevention, (ii) product stewardship, and (iii) sustainable development. Each of 

these has an underlying driving force for the natural environment. Pollution prevention 

capabilities help to minimize emissions and waste. Product stewardship capabilities minimize 

life-cycle costs of products. Sustainable development capabilities minimize the 

environmental burden that results from firm growth and development. 

Environmental innovation is further explain in capabilities number two in NRBV that is 

product stewardship. Under this capability, all activities and processes within a company’s 

operational value chain results in environmental impact. These impacts have to be minimized 

as the company transitions towards sustainability. Product stewardship addresses the 

environmental concerns of stakeholders within the company’s product design and 

development processes. Concurrently, the company attempts to minimize the environmental 

impacts and life cycle costs of its products in order to remain competitive. This competitive 

advantage is achieved by forecasting future market trends, undertaking measures to secure 

access to resources, and building environmental capabilities. Product stewardship provide 

companies with the opportunity to (1) exit environmentally hazardous business activities, (2) 

redesign, innovate or recreate existing products and processes to reduce liability and losses 

and (3) develop new products with lower life cycles costs. 

The natural-resourced based view (NRBV) asserted that a firms’ competitive advantage and 

performance are highly depending on their resources and capabilities. Corporate strategy that 

creates capabilities would be more likely to generate superior firm performance. Thus, the 

NRBV endorsed the critical impact of environmental influences on competitive landscape of 

business firms and stresses the critical role in creating capabilities that facilitate 

environmentally sustainable economic activity. As underpinned by the NRBV theories, the 

implementation of environmental strategies will help to improve productivity and lower 

operational costs as a result of innovations in environmental protections, which in turn 

improves financial performance. Numerous empirical studies have proven the positive 

relationship between environmental performance and firm’s performance. Similarly, 
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longitudinal design studies concluded that environmental performance was positively 

associated with financial performance.  

Empirical studies in Malaysia have also proven the positive link between environmental 

innovations and financial performance. On the contrary, numerous empirical studies found a 

negative relationship between environmental performance and financial performance. In 

addition, some researchers found no relationship between environmental performance and 

financial performance. Accordingly, despite a small number of studies have demonstrated 

contrary evidence, the positive link between environmental performance and financial 

performance at firm level has been validated by a large number of empirical studies including 

those studies conducted on manufacturing firms in Malaysia. Thus, as underpinned by the 

NRBV, this research posits a positive link between environmental performance and financial 

performance. However, there were very limited empirical studies which linked environmental 

performance to firm’s performance within an integrated model involving environmental 

innovation simultaneously, thus allowing concurrently testing the effects of both 

environmental competitive capabilities on financial performance. 

In addition to that, there were many sustainability innovations that might just change the 

environmental in a better way. Below are examples of innovation initiate by few company 

which listed as a Winners of the MDBC Innovation & Sustainability Awards in the year 2018 

organized by Malaysia Dutch Business Council (MDBC)..  

Example 1 

Best Social Innovation: Digi Telecommunications Sdn Bhd  

Title of Innovation: Yellow Heart for Safer Internet  

“Yellow Heart is committed to keep families safe through responsible digital usage and 

nurturing digital citizenship behavior amongst children.  With more children accessing the 

internet at an early age, many have admitted to not being equipped to recognize cyber risks 

and to act accordingly with confidence.  Yellow Heart provides engaging and interactive 

education to build digital resilience towards these risks and works through partnerships to 

provide access to support systems for children”.  
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Example 2 

Best Environmental Innovation: Paques Asia Pacific Sdn Bhd    

Title of Innovation: Circular Sustainable Solutions for Toxic Biogas  

By 2020 the Malaysian Palm Oil Industry needs to capture all the Biogas to prevent emission 

of CO2 to clean its environment and contribute in the fight against global warming.  The 

Biogas can be used as a power source to gas engines, boilers or to convert to CNG.  

However, Biogas can be highly toxic and corrosive due to the H2S content in the Methane.  

By applying the Thiobacillus (a sulfur oxidizing bacteria) in the Paques Thiopaq® system, 

the Biogas from the Palm Oil industry can be cleaned (removal of H2S) and used as a power 

source in a safe manner.  The project is to introduce this system to the Malaysian Palm Oil 

Industry and prove its advantages. 

Example 3  

Best Start – Up / Scale – Up in Sustainable Innovation: MN Empire Sdn Bhd  

Title of Innovation: Malaysia’s First Solar Powered Mosquito Eliminator  

With the number of dengue cases rising in Malaysia every year, MN Empire strongly 

believes that the dengue issue needs to be tackled through more creative, innovative, and 

integrated methods.  The mosquito trap that is commonly found in the market is only 

designed for indoor use and will only trap adult mosquitoes, mostly mosquito culex.  The 

Aedes mosquito, which is responsible for dengue, is still able to survive and breed.  In order 

to reduce dengue cases, we need to prevent mosquitoes from breeding and hatching.  MN 

Empire has invented a solar mosquito eliminator device.  This device is designed to kill both 

adult and immature mosquitoes. 

Example 4 

Audience Award: HEINEKEN Malaysia  

Title of Innovation: W.A.T.E.R Project – River and Water Conservation  

W.A.T.E.R (Working Actively Through Education & Rehabilitation) Project is a 

collaboration between SPARK Foundation, CSR arm of HEINEKEN Malaysia Global 

Environment Centre (NGO), government agencies and communities, which aims to empower 

communities to safeguard the quality of rivers and protect our water resources through 
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community-based programmes. In the last 10 years, HEINEKEN Malaysia has invested RM8 

million in outreach programmes, established 12 active river care communities along six rivers 

and engaged 30,000 Malaysians in river rehabilitation.  

 

2.1.2 Environmental Performance and Environmental Innovation Impact to Business 

Financial Performance 

 According to Wu (2009) performance is a measure of how effective and efficient the 

mechanism or process put in place by an organization attains its desired results. Effectiveness 

and efficiency are the two basic components of strategic control and performance, which 

were highlighted by Neely (2005) and Capon (2008). Effectiveness as an element of 

performance connotes the degree to which the requirements of stakeholders are achieved. 

Efficiency on the other hand measures how well the organization utilizes its resources and 

capabilities economically in meeting requirements or desired level of satisfaction of 

stakeholders. This definition suggests that performance must align to effectiveness of actions 

stemming from the strategic thinking of organization (O’Regan, Sims & Gallear, 2008).   

Traditionally, measures of organization performance have been based on financial terms or 

accounting-based such as return on investment, return on assets, turnover etc. Kagioglou, 

Cooper and Aouad (2001) argue that reliance on financial measures by organization can only 

assist them identify their past performance but not what contributed to achieving that 

performance. Therefore, there is a need to encompass non-financial with financial measures 

of performance in an all-inclusive performance measurement system (Bourne, Mills, Wilcox, 

Neely & Platts, 2000). Furthermore, construction organization today require viable 

information across a wider scope of activities more than what the traditional measures of 

performance can provide. For this reason, Laitinen (2002) surmise that inclusion of both hard 

and soft measures of performance in a framework will provide managers with opportunities 

to survey performance in many areas at the same time, to assist in making effective strategic 

judgement or decisions.  

Many organizations’ failures result from the inadequacy of measures of performance, which 

hinders their ability to convert strategy to effectual course of actions to attain their set 

objectives (McAdam & Bailie, 2002).  However, a complete range of non-financial measures 
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of performance rarely exists in reality, despite the volume of researches focusing on the 

concept of performance within the construction industry. Therefore, it is essential to have a 

comprehensive portfolio of measures of performance that can serve as an early warning of the 

health conditions of construction businesses by aligning it organization strategy.  

Ward and Duray (2000) contend that both in conceptual and empirical studies involving 

business strategy, the impact of the business environment has been recognized for long as an 

important contingency factor. Mintzberg (1979) for example submits that performance of any 

organization is solely hinged on the fit between its strategy and environment. Also one of the 

major concerns in strategic management literature has been the occurrence of strategic 

adaptation of organizations to their environment, which depicts how organization achieve a 

proper ‘fit’ with the environment where they operate through changes in corporate strategy 

(Zajac, Kraatz & Bresser, 2000).  This section explains how the identified latent 

environmental variable serves as a moderator in the relationship between corporate strategies 

and organizational performance. Liberalness environment reportedly has three different 

dimensions, which include growth or decline, capability and opportunity or threat (O’Regan 

et al., 2008) and these allows it to create opportunities, profit and growth through growth 

strategy.  

Innovation research studies have largely postulated environmental innovation as a core 

preceding of firms’ financial performance. Environmental innovation contributes to the 

improvement of financial performance in two manners where (1) firms equipped with higher 

level of environmental innovation are more likely to realize their competitive benefits in the 

form of innovative products, improved manufacturing and operational processes and lower 

operational costs and (2) these firms can differentiate themselves from their competitors, 

create legitimacy and reputation, thereby increase their total revenues. Empirical studies have 

proven the positive relationship between environmental innovation and various aspects of 

financial performance including turnover and export, return on investment, profits, market 

share and sales and changes in return on assets. As underpinned by the natural resource based 

view (NRBV), this research posits a positive association between environmental innovation 

and financial performance at firm level. However, there were very limited empirical studies, 

which linked environmental innovation to a firm’s performance within an integrated model 

involving environmental performance simultaneously, thus allowing concurrently testing the 

effects of both environmental competitive capabilities on financial performance. 
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Furthermore, according to O’Regan et al.(2008), empirical studies are required to be 

conducted in order to obtain further evidences from different countries and industries as the 

majority of the studies were conducted on firms in Taiwan and Western Countries. 

 

2.1.3 Environmental Innovation : Improved Environmental Performance and Financial 

Performance 

Environmental strategies guided by eco-efficiency concept define environmental actions that 

pay-off financially, thus linking environmental performance to a firm’s performance. 

According to eco-efficiency concept, firms seeking for economic benefits must operate at an 

optimum level of environmental performance and implement their environmental activities in 

the most efficient manner with the lowest possible costs, thereby achieving eco-efficiency. 

Underpinned by value based eco-management literature, environmental performance reflects 

a low level of eco-efficiency, as it measures solely on a firm’s achievements in reducing 

adverse environmental impact, with little element of market orientation. Whereas, 

environmental innovation reflects higher level of eco-efficiency, as its presence indicates a 

firms’ focus on market and product development within their environmental management that 

would likely bring about economic benefits. This is because firms equipped with higher level 

of environmental innovation are more likely to be able to create market differentiation 

through innovative products, thereby increasing total revenues.  

Likewise, green process improvements also contributed to reduction of operation costs 

resulting from reduced waste from manufacturing activities. Consequentially, firms would 

need to extend the capabilities generated from their environmental processes and routines into 

environmental innovation in order to enjoy the benefits of superior financial performance. 

Accordingly, firms can gain superior financial performance when they use their strengths in 

environmental performance to improve green products design and green processes. 
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2.2 Theoretical framework 

 

 

 

 

 

 

Figure 2 : Research Framework 

A conceptual framework connecting the research constructs is developed, as shown in Figure 

1 above. Environmental performance and environmental innovation are the environmental 

competitive capabilities of environmental proactive firms. Environmental performance 

measures the extent to which environmental practices have brought environmental benefits to 

their firms. Environmental innovation reflects environmental process and product innovation. 

The environmental product innovation dimension measures the extent of incorporation of 

environmental actions in products developments. The environmental process innovation 

dimension includes the extent of implementation of environmental actions at manufacturing 

processes in their firms. It must be noted that in a developing country like Malaysia, these 

environmental innovations are gradual innovations instead of drastic innovations such as new 

patent and new technology creations. Financial performance measures the extent to which 

environmental practices have led to financial performance in their firms. Finally, firm size 

and age of business are used as the control variable which indicates that larger firms and 

longer existing firms are more advantageous. 
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2.3 Hypotheses 

The next step in this research is the creation of assumptions. Hypotheses are incorporated 

using all variables within the system. In order to guide the research and its outcome, the 

researcher has proposed three hypotheses. The IVs shall be tested in this study to see the 

significant relationship between these variables as per below:   

Hypotheses 1: There is a significant relationship between environmental innovation and 

environmental financial performance of a business firms.  

Hypotheses 2: There is a significant relationship between environmental performance and 

the business financial performance. 

Hypotheses 3: There is significant relationship of environmental innovation as mediator in 

improving environmental performance of a firm and the business financial performance.  

 

2.4 Research Gap 

O’Regan et.al. (2008) proposed that empirical studies are required to be conducted in order to 

obtain further evidences from different countries and industries as the majority of the studies 

of the research topic were conducted on firms in Taiwan and Western Countries. Thus, 

researcher proposed to expand the survey to other locations in other country, larger categories 

of respondents and various types of industries.  

 

2.5 Summary of Chapter Two 

As a conclusion of chapter two, the researcher discussed on the theories and previous studies 

that serves as a support to the research questions and research hypotheses. The relationship of 

each variable in the framework has also been clarified and outlined on how it could possibly 

relate to each other. By end of chapter two, the research background, literature review of 

study, conceptual framework and hypotheses development are cover in details.  
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CHAPTER 3 

RESEARCH METHODOLOGY 

 

3.0 Chapter Review 

This chapter will outline on the methodology of this research. The details that will be 

discussed includes the research design, study population and sampling procedures, data 

collection method, operationalization and measurement’s, reliability and validity and data 

analysis techniques. This chapter is important as a guideline on how data for the proposed 

framework in the previous chapter is collected, tested and analyzed. The focus of this chapter 

is to frame proper method to conduct the research so that the result gained will be valid and 

reliable to serve as finding to the research.   

 

3.1 Research Design 

In the earlier chapter, researcher has proposed the theoretical framework (refer Chapter 2.2), 

for bases to study the impact of environmental innovation and environmental performance 

towards business financial performances. Thus, below is the step by step for the researcher to 

complete the study as illustrate on Figure 2 as below.  

 

 

 

 

 

Figure 3: Research Design Flow 

This study was conducted using quantitative method with close ended questionnaire to collect 

the desired data from the respondents. The questionnaire consisting of two main sections, 
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which is the demographic information (Section A) and the point  about environmental 

innovation, environmental performance and business financial performance (Section B) to 

collect data pertaining to identify the impact of environmental innovation and environmental 

performance towards business financial performance.  

 

3.2 Study Population and Sampling Procedures 

The analysis is performed among business organization in industrial area of Bayan Lepas, 

Penang and Kulim Hi-Tech Park, Kedah. This area was chosen because it is easy to get 

respondent through online survey as many business in this area are majority multinational 

organization and highly responses to online survey through email communication. The survey 

questionnaire is distribute through Google Form platform where Google Form link send by 

email to the targeted business entity for them to fill in their responses. The targeted research 

respondents will need to answer the questionnaire which divided into two sections namely 

demographic profile which consist of the company age in industry, the business industry, 

category of the business, SMEs status, level of SMEs, number of people employed and other 

location of the business. Meanwhile, in the second section of questionnaire there are four 

research variable consist of 29 questions.  

The researcher uses Google Form as the medium to distribute the questionnaires. This 

method is not only easily accessible by the respondents but coincides with the difficult 

situation due to Movement Control Order (MCO) imposed by our Malaysia Government due 

to COVID 19 pandemic. The researcher has reach 200 respondents by sending the 

questionnaires via email to the respondents and the return questionnaires obtained by 

researcher are 102. This has indicated that the responses rate of the respondents is 51%.   

 

3.3 Data Collection Method 

In order to ensure that the study was carried out systematically, the researcher followed a 

properly designed step by step process in obtaining the data and to guide the research process. 

The questionnaires have prepared carefully to avoid limit any missing on the crucial finding 

of the research.  
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The researcher first obtained consent from the research supervisor to carry out the studies. 

The feedback of the survey recorded in this study and analysed together with the 

questionnaires distributed to the respondents. The researcher used Google Form an online 

tool as a process of data collection method, which is easy to develop and allows collecting 

information efficiently. It is also a user-friendly tools and suitable for mobile phone users. In 

total, 37 questionnaires need to be answered by the respondents. After receiving a required 

number of responses, data has analysed using Statistical Package for Social Science, IBM 

SPSS to prove or disapprove the proposed hypothesis. 

 

 

3.4 Operationalization and Measurement 

A conceptual model, which developed in this research paper, is clear with the direction. 

Variable that need to study and the impact of each variable to the outcomes of the study have 

discussed. With this clear conceptual and hypothesis development, the research will focus on 

it and with avoiding waste of time and out of scope in the area of research investigation. The 

selected tool used for measurement has tested by other researcher before, and it is reliable and 

suitable for use for this study. It is essential to outline the operationalization of each variable 

and how it was measured. Below section discusses in details on the operationalization and 

measurement of each variable. 

 

 

3.4.1 Independent Variables 

In this research, the researcher looking into two (2) variables identified as Independent 

Variables (IV), and the focus of the research is that try to prove that is the relationship 

between each of them with a mediating variable. To avoid a lengthy set of questionnaire, the 

researcher decided to use the selected three (3) IVs and a DV from the 37 questionnaires. For 

environmental innovation, each statement is followed by a three-point Likert scale that 

representing respondents’ stage of implementation and range from Not Implemented (1), 

Partly Implemented (2) and Fully Implemented (3). For environmental performance and 

business financial performance, each statement is followed by a five-point Likert scale that 

representing respondent's attitudes and the range from Strongly Disagree (1), Disagree (2), 

Neutral (3), Agree (4) and Strongly Agree (5). 
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The IV that been label based on hypothesis statement is; Environmental Innovation 

(Hypotheses 1), Environmental Performance (Hypotheses 2) and how environmental 

innovation mediate between environmental performance and business financial performance 

(Hypotheses 3).  

 

3.4.2 Dependent Variable 

Meanwhile, the Business Financial Performance considered as the Dependent Variable (DV) 

for the impacts of environmental innovation and environmental performance towards 

business financial analysis in Malaysia. This issue was the main objectives of this research. 

The goal of this research project is to understand, predict, or explain the variability of this 

variable. 

 

 

3.5 Data Analysis Techniques 

The researcher used the Statistical Package for the Social Science (SPSS) system, where the 

method of keying and evaluating the data will be carried out only after the collection of data 

and information has been obtained. By using this software and system, it will help the 

researcher to identify frequency analysis, descriptive analysis, reliability analysis, correlation 

coefficient and regression analysis - the results and finding shown as provided in chapter 

four. 

 

3.5.1 Descriptive Analysis 

The researcher is using descriptive study in order to describe the information about the 

population and sample (Sekaran, and Bougie, 2017). Descriptive analysis was carried out to 

analysis the details of the data including mean, mode, frequencies and standard deviation 

which are presented in tables and charts in the next chapter. 

 

3.5.2 Inferential Analysis 

To analyse the data, IBM SPSS was used. The data analysis includes: 

 Correlation analysis used to test the correlation of each variable and dimensions. 
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 Hierarchical regression analysis was carried out when there is correlation between the 

variables to analyse the strength of the relationship and demographic factor influence. 

 The moderating and mediating effect was further tested to discover the strength of the 

effect on both independent and dependent variables. 

The information gathered will be analysed using frequency and proportion to look at the 

respondents' profile. In this study, testing of Pearson's correlation analysis, and multi 

regressions was used. The level of implication was used at five (5) percent probability level. 

The researcher shall use the table, diagram, pie charts, graphs and other methods of analysis 

to show the results or outcome of the survey and find. 

 

 

3.6 Summary of Chapter Three 

In this chapter it is focus on research’s design, it was developed base on the research 

questionnaires. The collection, measurement, and analysis of the data are taken based on the 

research design that being developed. The research design, it is explain details in terms of the 

purpose of the study and what type of research that intended to do. This exploratory research 

tries to look into how similar problems facing by the customers in a certain area and how it 

was solved in the past and current situation problem solving are the same or not or whether 

the same problem resulted in the different outcomes or problem-solving. 

 

In this topic also the researcher explains details in term of the study population and sampling 

procedures such as who is the sampling, why we are choosing them as sampling, area of 

sampling and sampling procedures, the data collection method also been described very 

details to show the validity of the data and how every variable in this study been 

measurement based on three main variables which are independent variables, mediating 

variables and dependent variables. Finally in this chapter, we described data analysis 

techniques that we are using in this research in order to fulfil the research and meet the 

objectives of this research paper. 
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CHAPTER 4 

RESULTS 

4.0 Chapter Review 

In this chapter, it will include the data analysis of Demographic Profile by using Frequency 

Analysis, test on Reliability for each variable, Multiple Regression Analysis to test influence 

as well as the test for the hypothesis. The data in this study was being collected based on the 

distribution of electronic questionnaires which developed using Google form shall deliberate 

as appropriate survey. This method is not only easily accessible by the respondents but 

coincides with the difficult situation due to the Movement Control Order (MCO) imposed by 

our Malaysian Government. The researcher used IBM SPSS as a medium to interpret and 

analyse the raw data collected. The respondent rate for this study is 51%, which involved 102 

respondents. 

 

4.1 Results of the findings 

There is tested results and findings of the study using SPSS. The variable involve in the study 

had been analysed using descriptive analysis, correlation and regression. The results obtain is 

further explain below.  

4.1.1 Demographic Profile : Descriptive Analysis 

Demographic profile is an information about the company or organization who’s take part in 

these research survey and answer the questionnaire distributed. For this study the 

demographic information being collected contains of the company age, the type of industry 

the company ventures, the category of the company, the company SMEs status, the company 

level of SMEs, the size of people employed in the company and the company other location 

or branches.   
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Table 1 : Company Age 

 Frequency Percent Valid Percent 
Cumulative 

Percent 

Valid 

1-5 years 18 17.3 17.6 17.6 

6-10 years 28 26.9 27.5 45.1 

11-15 years 25 24.0 24.5 69.6 

More than 15 years 31 29.8 30.4 100.0 

Total 102 98.1 100.0  

Table 1 above shows that 30.4% of the respondent which comprises of 31 organizations 

whose take part in these surveys is come from the legend organizations with existing age in 

the business area more than 15 years. Followed by the 6 to 10 years of existing with 28 

organizations (27.5%), 11 to 15 years of existing with 25 organizations (24.5%) and 1 to 5 

years of existing with 18 organizations (17.6%). One of the factor contributed to the 

involvement of long existing company in these study is the targeted and selected respondent 

group which focuses on the company in industrial area with many factory, warehouse, retail 

shop and restaurant.   

 

Table 2 : Industry Type 

 Frequency Percent Valid Percent 
Cumulative 

Percent 

Valid 

Electrical and 

electronics 

14 13.5 13.7 13.7 

Construction 5 4.8 4.9 18.6 

Automotive 15 14.4 14.7 33.3 

Manufacturing 16 15.4 15.7 49.0 

Banking and finance 2 1.9 2.0 51.0 

Technology 8 7.7 7.8 58.8 

Food and Beverage 41 39.4 40.2 99.0 

Medical 1 1.0 1.0 100.0 

Total 102 98.1 100.0  

Table 2 above provided an information of the industry type of company responses to these 

survey. Majority respondent is from food industry with 40.2%, followed by manufacturing 

(15.7%), automotive (14.7%), electrical and electronics (13.7%), technology (7.8%), 
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construction (4.9%), banking and finance (2.0%) and the least is medical (1.0%). Food and 

beverage preceded highest percentage of responses due to high market opportunities areas 

because near to the industrial areas and economic focus area.  

 

Table 3 : Business Category 

 Frequency Percent Valid Percent 
Cumulative 

Percent 

Valid 

Producers / 

Manufacturers 
31 29.8 30.4 30.4 

Intermediaries 12 11.5 11.8 42.2 

Retailers 51 49.0 50.0 92.2 

Service Businesses 8 7.7 7.8 100.0 

Total 102 98.1 100.0  

Table 3 indicates that out of 102 respondents, 51 comes from retailers which is 50% of the 

overall respondent, 31 among producers and manufacturers, 12 comes from intermediaries 

and only 8 respondent is under service businesses.  

 

Table 4 : SMEs Status 

 Frequency Percent Valid Percent 
Cumulative 

Percent 

Valid 

Yes 67 64.4 65.7 65.7 

No 35 35.6 34.3 100.0 

Total 102 98.1 100.0  

Table 4 above shows the company SMEs status. SMEs are non-subsidiary, independent firms 

which employ fewer than a given number of employees. From 102 respondents, there is 67 (65.7%) 

respondents are from SMEs organization while the remaining of 35 (34.3%) respondents are non 

SMEs.    

 

 



 35 

Table 5 : Level of SMEs 

 Frequency Percent Valid Percent 
Cumulative 

Percent 

Valid 

Micro 33 31.7 32.4 32.4 

Small 19 18.3 18.6 51.0 

Medium 15 14.4 14.7 65.7 

Nil 35 33.7 34.3 100.0 

Total 102 98.1 100.0  

Table 5 shows the level of SMEs among the respondent company. Out of 66 SMEs company, 

33 are micro, 19 small and medium 15 with percentage of 32.4%, 18.6% and 14.7% 

respectively.  

 

Table 6 : Number of People Employed 

 Frequency Percent Valid Percent 
Cumulative 

Percent 

Valid 

Less than 20 person 49 47.1 48.0 48.0 

21-50 person 19 18.3 18.6 66.7 

51-100 person 10 9.6 9.8 76.5 

More than 100 person 24 23.1 23.5 100.0 

Total 102 98.1 100.0  

Table 6 above shows the number of employees in the responded company. Majority of 49 

company or 48% of the responded company employed less than 20 person. There are 24 giant 

company which is 23.5% employed more than 100 person. This company is assuming come 

among the giant factory in the areas of research. 19 company employed about 21 to 50 person 

while the other 10 company employed about 51 to 100 person.  
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Table 7 : Situated in Other Location/Branch 

 Frequency Percent Valid Percent 
Cumulative 

Percent 

Valid 

Yes 34 32.7 33.3 33.3 

No 68 65.4 66.7 100.0 

Total 102 98.1 100.0  

Table 7 shows an information of company which have other branches in other locations. 34 

company or 33.3% respondent having branches in other location while 68 company or 66.7% 

have no other branches.  

 

4.2 Descriptive Statistics Analysis for Variables (Mean) 

The output of IBM SPSS, the researcher would like to identify the mean of the items in the 

questionnaires. The purpose of this mean is to further understand which items that are 

actually reflecting the most in the variables as well as to understand, how the agreeableness 

level extend for each variables based on the answer of the respondents.  

4.2.1 Mean for Environmental Product Innovation Dimension Implemented 

Table 8 : Environmental Product Innovation Implemented 

No  N Mean 

1 Use non-polluting or non-toxic materials 102 2.59 

2 Design for recycling, reuse and decomposition 102 2.77 

3 Collect back products after end-of-life for recycling 102 2.31 

4 Use environmental friendly packaging for existing and new 

products 

102 2.45 

5 Use materials that consume lower energies 102 2.39 

6 Use materials to the least amount possible 102 2.48 

7 Use eco-labeling  102 2.63 

 Overall Average 2.52 
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Base on Table 8 above, it has been recorded that ‘Design for recycling, reuse and 

decomposition’ has recorded the highest mean of 2.77 while the lowest was ‘Collect back 

products after end-of-life for recycling’ which equivalent to 2.31. The overall average scoring 

of these items are 2.52, which it indicate majority of the company practicing and 

implementing an environmental innovation in their product of the mention dimension. Even 

though there are companies whose only partly implementing the environmental innovation in 

their product, the level of implementation is considered high.  

  

4.2.2 Mean for Environmental Process Innovation Implemented 

Table 9 : Environmental Process Innovation Implemented 

No  N Mean 

1 Carried out recycle, reuse and remanufacturing of materials or 

parts 

102 2.75 

2 Redesign manufacturing process to lower pollution (air, water, 

noise) 

102 2.63 

3 Redesign manufacturing process to lower solid waste 102 2.44 

4 Redesign manufacturing process to lower energies 

consumption (water, electricity, gas, petrol) 

102 2.41 

5 Redesign manufacturing process to lower material use 102 2.42 

6 Use cleaner technologies to make savings (e.g. energy, water, 

waste) 

102 2.39 

 Overall Average 2.51 

 

Table 9 above shows, it has been recorded that ‘Carried out recycle, reuse and 

remanufacturing of materials or parts’ has recorded the highest mean of 2.75 while the 

lowest was ‘Use cleaner technologies to make savings (e.g. energy, water, waste)’ which 

equivalent to 2.39. The overall average scoring of the mean for these items are 2.51, which it 

indicate majority of the company practicing and implementing an environmental innovation 

in their process chain or workflow of the mention dimension.  
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4.2.3 Mean for Environmental Innovation improve Environmental Performance 

 

Table 10 : Environmental Innovation improve Environmental Performance 

 

No  N Mean 

1 Reduction of air emission 102 4.22 

2 Reduction of waste water 102 4.26 

3 Reduction of solid waste 102 4.27 

4 Decrease consumption for hazardous/ harmful/ toxic/ 

materials 

102 4.25 

5 Decrease frequency of environmental accidents 102 4.38 

6 Improved environmental situation 102 4.40 

 Overall Average 4.29 

Table 10 above shows the recorded mean of impact of environmental innovation toward 

environmental performance and management in the company. It has been recorded that 

‘Improved environmental situation’ has recorded the highest mean of 4.40 while the lowest 

was ‘Reduction of air emission’ which equivalent to 4.22. The overall scoring of the mean for 

these items are 4.29, which it indicate that majority of the company agreeing with the 

statement above that environmental innovation in product and process helps foster and 

improve the company environmental performance and management. Here, innovation act as a 

medium to facilitate good environmental performance and management in a company in 

order to helps the company making more income and profits with concerning the 

environmental issues around the business field. Referring to the list of impact being study, it 

looks normal and familiar but indeed it’s actually contribute quite huge to the company 

environmental management because failure to manage the waste caused by operation of the 

company may lead to damage in ecosystem and environment as well.  
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4.2.4 Mean for Business Financial Performance 

 

Table 11 : Business Financial Performance 

 

No  N Mean 

1 Increases in profit margin 102 4.23 

2 Increases in market share 102 4.47 

3 Increase in sales revenue 102 4.25 

4 Increase in return on investment 102 4.19 

5 Decrease in working capital 102 4.21 

6 Increase in operating cash flow 102 4.20 

7 New market opportunities 102 4.30 

8 Increase in overall market performance 102 4.36 

 Overall Average 4.28 

Table 11 shows, it has been recorded that ‘Increase in market share’ has recorded the highest 

mean of 4.47 while the lowest was ‘Increase in Return on Investment (ROI)’ which 

equivalent to 4.19. The overall average scoring of the mean for these items are 4.28, which 

indicate that most of the respondent company agree to the statement that good environmental 

performance and management initiate by the innovation in product and process chain had 

brought positive impact toward the company financial performance.  

 

4.2.5 Summarization of Descriptive Analysis Statistics 

Based on the Descriptive Analysis Statistics (Mean) explained above, the researcher have 

tabulated a table for the highest scoring from each variable as below :  
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Table 12 : Summarization of Descriptive Analysis Statistics 

 Variable Overall 

Mean 

Highest Mean 

per Item 

Questions of Highest 

Mean 

Independent 

Variable  

Environmental 

Innovation of 

Product 

Dimension 

2.52 2.77 Environmental product 

innovation dimension 

implemented in my 

company is design for 

recycling, reuse and 

decomposition 

 Environmental 

Innovation of 

Product 

Dimension 

2.51 2.75 Environmental process 

innovation 

implemented in my 

company is carried out 

recycle, reuse and 

remanufacturing of 

materials or parts 

 Environmental 

Performance and 

Management 

4.29 4.40 Environmental 

innovation improve 

environmental 

performance in terms 

of improved 

environmental 

situation 

Dependent 

Variable 

Business 

Financial 

Performance 

4.28 4.47 Good practices of 

environmental 

innovation and 

environmental 

performance practices 

affecting business 

financial performance 

in term of increases in 

market share 
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Table 12 describes summarization of the overall highest mean and items recorded based on 

the output of IBM SPSS. The table includes three independent variables (IVs) as well as one 

Dependent Variable (DV).  

Among two of independent variable regarding environmental innovation which are product 

innovation dimension and process innovation dimension, both are equivalent at 2.52 and 2.51 

in overall average score respectively. It indicate that the level of environmental innovation 

implemented by the company are more in the level of partly implemented at score scale of 2. 

In addition, there are few company assuming among the giant company who’s fully 

implemented environmental innovation in their company.  

Another independent variable of environmental performance and management indicate an 

overall average score of 4.29 with individual highest score of 4.40 as indicated above in items 

‘improved environmental situation’.  

Meanwhile, the dependent variable, it was recorded with an overall average score of 4.28 and 

also recorded the highest mean with 4.47 score as indicated above for an item ‘increase in 

market share’. This mean, majority of company take part in this survey are most agree that 

good environmental performance and management helps their company to have greater 

market share compare to their competitor.  

As for conclusion, the researcher may conclude that the respondent has reach level of partly 

implemented in environmental innovation and level of agreeableness of 4 or ‘agree’ for 

environmental performance and management and business financial performance.  

 

4.3 Correlation Analysis 

Correlation analysis is a statistical tool used to determine the strength of relationship between 

two quantitative variables. High correlation means that two or more variables have a good 

relationship with each other while a weak correlation means that the variables are not very 

closely related. Thus, the relationship between each variable and its impact towards the 

business financial performance are examined through the correlation analysis. A perfect 

positive correlation has a coefficient of 1.0 and if there is no correlation, it will denoted by 0.   
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4.3.1 Correlation of Environmental Innovation and Environmental Performance 

Table 13 : Coefficient Correlations (1) 

 

Correlations 

 

Practicing 

Environmental 

Innovation 

Innovation 

Improve 

Performance 

Practicing 

Environmental 

Innovation 

Pearson 

Correlation 

1 1.000
**

 

Sig. (2-tailed)  .000 

N 102 102 

Innovation Improve 

Performance 

Pearson 

Correlation 

1.000
**

 1 

Sig. (2-tailed) .000  

N 102 102 

**. Correlation is significant at the 0.01 level (2-tailed). 

 

Table 13 shows the relationship between the environmental innovation implementation with 

the environmental performance and management in a company. This will satisfy the first 

Research Objective (RO) and Research Question (RQ) previously proposed in Chapter 1.  

Based on the table above, we can see that the innovation implementation are significantly 

affecting the environmental performance at Sig. value of 0.000. The Pearson Correlation 

show value of 1.000 where correlation is significant at the level of 0.01. This indicate that 

environmental innovation implementation in a company product dimension and process 

possess a very strong relationship with the company environmental performance and 

management. The extreme value of 1.000 indicate a perfectly linear relationship between 

environmental innovation and environmental performance where a change in one variable is 

accompanied by a perfectly consistent change in the other variable too.   

As a conclusion, first RO and RQ proposed in Chapter 1 answered and explain well in the 

output produce through analysis of IBM SPSS where there is statistically positive relationship 

between the environmental innovation implementation and environmental performance and 

management of a company.   
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4.3.2 Correlation of Environmental Performance and Business Financial Performance 

Table 14 : Coefficient Correlations (2) 

Correlations 

 

Env. 

Perfor

mance 

Profit 

Margi

n 

Market 

Share 

Sales 

Reven

ue 

ROI 

Worki

ng 

Capital 

OCF 

New 

Market 

Opportu

nities 

Overall 

Perfor

mance 

Env. 

Perform

ance 

Pearson 

Correlation 
1 .277

**
 .051 .278

**
 .251

*
 .277

**
 .257

**
 .264

**
 .141 

Sig. (2-tailed)  .005 .612 .005 .011 .005 .009 .007 .157 

N 102 102 102 102 102 102 102 102 102 

**. Correlation is significant at the 0.01 level (2-tailed). 

*. Correlation is significant at the 0.05 level (2-tailed). 

 

Table 14 shows the relationship between the performance and management in a company 

with the company financial performance. This will satisfy the second Research Objective 

(RO) and Research Question (RQ) previously proposed in Chapter 1.  

Based on the table above, there are only six out of eight items in financial performance that is 

significantly correlate with the environmental performance and management of a company.  

Six items possesses significant to the environmental management and performance are profit 

margin, sales revenue, return on investment (ROI), working capital, operating cash flow 

(OCF) and new market opportunities. The score of Pearson Correlation of these six items are 

0.277, 0.278, 0.251, 0.277, 0.257 and 0.264 with Sig. value below than 0.05. This indicate 

that environmental performance and management have a positive relationship with all the six 

items of financial performance selected by researcher. Because the Pearson Correlation value 

is different from 1.000, the relationship maybe consider as non-linear correlation or 

monotonic correlation. Non-linear correlation is when two variables don’t change at a 

constant rate. Monotonic correlation is when the variables tend to move in the same relative 

direction but not necessarily at a constant rate.  Two insignificant items of financial 

performance is the market share and the overall performance of a company. The score of 

Pearson Correlation of these two items are -0.051 for market share and 0.141 for overall 

performance with Sig. value of 0.612 and 0.157 respectively. Thus, this two item is 

considered as neutral correlation where there are no relationships between two of them.  
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As a conclusion, second RO and RQ proposed in Chapter 1 answered and explain well in the 

output produce through analysis of IBM SPSS where there is six items of financial 

performance statistically have positive relationship with the environmental performance and 

management of a company.   

 

4.3.3 Correlation of Environmental Innovation, Environmental Performance and 

Business Financial Performance 

Table 15 : Coefficient Correlations (3) 

Correlations 

 
Profit 

Margin 

Sales 

Reven

ue 

ROI 

Worki

ng 

Capital 

OCF 

New 

Market 

Opportu

nities 

Env. 

Performa

nce 

Env. 

Innovation 

Env. 

Performance 

Pearson 

Correlation 

.277
**

 .278
**

 .251
*
 .277

**
 .257

**
 .264

**
 1 1.000

**
 

Sig. (2-tailed) .005 .005 .011 .005 .009 .007  .000 

N 102 102 102 102 102 102 102 102 

Env. 

Innovation 

Pearson 

Correlation 

.277
**

 .278
**

 .251
*
 .277

**
 .257

**
 .264

**
 1.000

**
 1 

Sig. (2-tailed) .005 .005 .011 .005 .009 .007 .000  

N 102 102 102 102 102 102 102 102 

**. Correlation is significant at the 0.01 level (2-tailed). 

*. Correlation is significant at the 0.05 level (2-tailed). 

Table 15 above shows the relationship between environmental innovation and environmental 

performance and management in a company with the company financial performance. This 

will satisfy the third Research Objective (RO) and Research Question (RQ) previously 

proposed in Chapter 1.  

As explained in Table 13 before, environmental innovation is positively related to 

environmental performance and management of the company with Pearson Correlation score 

of 1.000 at a Sig. value of 0.000. Thus, these two variables will definitely possesses similar 

relationship with the items in financial performance as explained in the table above. Referring 

to the output by IBM SPSS above, both environmental innovation and environmental 

performance having a similar value of Pearson Correlation with the financial item selected. 

The score of Pearson Correlation of these six items of financial performance are 0.277, 0.278, 
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0.251, 0.277, 0.257 and 0.264 with Sig. value below than 0.05. This indicate that 

environmental performance and management have a positive relationship with all the six 

items of financial performance selected by researcher. 

As a conclusion, third RO and RQ proposed in Chapter 1 answered and explain well in the 

output produce through analysis of IBM SPSS where environmental innovation is statistically 

positive relationship with the environmental performance which both variables affected the 

company financial performance with six items of financial performance statistically have 

positive relationship with them. The role of environmental performance and the 

environmental innovation seems to be equivalent to the company financial performance.  

 

4.4 Multi Regression Analysis  

Multiple regression is an extension of simple linear regression. It is used when we want to 

predict the value of a variable based on the value of two or more other variables. The variable 

we want to predict is called the dependent variable or sometimes, the outcome, target or 

criterion variable. The variables we are using to predict the value of the dependent variable 

are called the independent variables or sometimes, the predictor, explanatory or regressor 

variables. Multiple regression also allows you to determine the overall fit or variance 

explained of the model and the relative contribution of each of the predictors to the total 

variance explained. 

Table 16 : Summarization of Regression Analysis 

Model R 
R 

Square 

Adjusted 

R Square 

Std. Error 

of the 

Estimate 

Change Statistics 

 R Square 

Change 
F Change df1 df2 

Sig. F 

Change 

1 277
a
 .977 .968 1.606 .977 338.337 2 100 .005  

2 278
a
 .977 .968 1.614 .977 338.386 2 100 .005  

3 251
a
 .963 .954 1.653 .963 336.741 2 100 .011  

4 277
a
 .977 .967 1.598 .977 338.307 2 100 .005  

5 257
a
 .966 .957 1.642 .966 337.090 2 100 .009  

6 264
a
 .970 .961 1.679 .970 337.522 2 100 .007  

a. Predictors: (Constant), Env. Performance, Env. Innovation 

b. Dependent Variable: (1)ProfitMargin, (2)SalesRevenue(3)ROI (4)WorkingCapital(5)OCF 

(6)NewMarketOpportunities 
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Table 16 above shows the regression analysis between environmental innovation and 

environmental performance with the company financial performance items. The financial 

items are studied individually with the two independent variables selected.   

Model 1 : DV1 (Profit Margin)  

Based on the table above, R
2 

is equivalent to 0.977 = 97.7%, which means that the IV studied 

in this study is 97.7% representing the DV of the study. To add, only 2.3% were explained by 

other factors. From here, researcher able to indicate that the IVs studied is relevant to be 

tested with this DV.  

Model 2 : DV2 (Sales Revenue)  

Based on the table above, R
2 

is equivalent to 0.977 = 97.7%, which means that the IV studied 

in this study is 97.7% representing the DV of the study. To add, only 2.3% were explained by 

other factors. From here, researcher able to indicate that the IVs studied is relevant to be 

tested with this DV.  

Model 3 : DV3 (Return On Investment)  

Based on the table above, R
2 

is equivalent to 0.963 = 96.3%, which means that the IV studied 

in this study is 96.3% representing the DV of the study. To add, only 3.7% were explained by 

other factors. From here, researcher able to indicate that the IVs studied is relevant to be 

tested with this DV.  

Model 4 : DV4 (Working Capital)  

Based on the table above, R
2 

is equivalent to 0.977 = 97.7%, which means that the IV studied 

in this study is 97.7% representing the DV of the study. To add, only 2.3% were explained by 

other factors. From here, researcher able to indicate that the IVs studied is relevant to be 

tested with this DV.  

Model 5 : DV5 (Operating Cashflow)  

Based on the table above, R
2 

is equivalent to 0.966 = 96.6%, which means that the IV studied 

in this study is 96.6% representing the DV of the study. To add, only 3.4% were explained by 
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other factors. From here, researcher able to indicate that the IVs studied is relevant to be 

tested with this DV.  

Model 6 : DV6 (New Market Opportunities)  

Based on the table above, R
2 

is equivalent to 0.970 = 97.0%, which means that the IV studied 

in this study is 97.0% representing the DV of the study. To add, only 3.0% were explained by 

other factors. From here, researcher able to indicate that the IVs studied is relevant to be 

tested with this DV.  

 

4.4.1 Multiple Regression Summary 

Based on the output of IBM SPSS, the researcher managed to conclude that the relationships 

between IVs and DVs are strong and significant at Sig. value of below 0.05. Both IVs were 

relevant to be tested with the DVs individually as the R
2
 value are all above 95%. These 

means that the IVs explaining and presenting the DV well in these study. The regressions 

output here also indicate on how the environmental innovation and environmental 

performance brings impact to the business financial performance as listed in third Research 

Objective (RO) of this study which was :  

“To identify the relationship of innovation in improving the environmental 

management how its affect the business financial performance”. 

 

And Research Question (RQ) which was : 

“Does environmental innovation improve the environmental management and how its 

affect the business financial performance?” 

With high value of R
2 

and Sig. value at below 0.05 are fulfilled, thus this study is explaining 

the IVs and DVs well. All the objectives fulfilled and research questions are answered well.  
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4.5 Hypotheses Testing  

Hypothesis testing is used to assess the plausibility of a hypothesis by using sample data. In 

hypothesis testing, an analyst tests a statistical sample, with the goal of providing evidence on 

the plausibility of the null hypothesis. Statistical analysts test a hypothesis by measuring and 

examining a random sample of the population being analysed.  

Hypotheses 1: There is a significant relationship between environmental innovation and 

environmental financial performance of a business firms.  

Hypotheses 1 is accepted as there is significant positive relationship between environmental 

innovation and environmental financial performance of a business firms.  

 

Hypotheses 2: There is a significant relationship between environmental performance and 

the business financial performance. 

Hypotheses 2 is accepted as there is significant positive relationship between environmental 

performance and the business financial performance. 

 

Hypotheses 3: There is significant relationship of environmental innovation as mediator in 

improving environmental performance of a firm and the business financial performance.  

Hypotheses 3 is accepted as there is significant relationship of environmental innovation as 

mediator in improving environmental performance of a firm and the business financial 

performance. 

 

4.6 Discussion 

Based on the calculated variables and analyzed output results, the researcher were able to 

obtain a thorough analysis of the data collected and the analysis from the IBM SPSS. On the 

very first hand, the researcher would like to study the impact of environmental innovation 

https://www.investopedia.com/terms/a/analyst.asp
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and environmental performance towards business financial performance. By gathering the 

information from the respondents, the researcher managed to analyse a clear picture with 

regards to the relationship of the mentioned variables.  

 

The researcher managed to understand the relationship of all the IVs towards DV. The 

researcher would like to understand which IVs that have significant influence towards the 

DV. There were also rejected DV items due to insignificant and no relationship with the IVs.  

The correlation coefficients shows positive relationships for all the tested hypothesis and the 

result recorded a strong relationship between the variables.  

 

Therefore, with all the above results, the researcher may conclude that the results derived 

from the study were addressed by both Research Objectives and Research Questions in this 

analysis. 

  

4.7 Summary of the Chapter 

All the data gathered had been analyzed and the output of IBM SPSS was further explained 

with relation to the research study. Overall data analysis indicates that the hypotheses 

proposed in Chapter 1 relevant to be accepted. The descriptive analysis of demographic 

information, descriptive analysis of mean for each items, correlation coefficients and multiple 

regression analysis had been justify by the researcher.   
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CHAPTER 5 

CONCLUSION 

5.1 Recap of the Study 

After the data were collected and analyzed, the researcher was able to examine the reliability 

of the objects, the importance of the variables and most prominent variables in the sample. 

Thus, in this chapter, the researcher will discuss further the results and findings in Chapter 4. 

From there, researcher will arrive to conclude the results and provide insights into the 

recommendations based on the finding of the IBM SPSS’s results analysis. Besides, the 

research implications help to illustrate the contribution of seeking solutions to defined 

problem and the relevance of the study to other parties. Limitations of the analysis have also 

identified and discussed. Finally, the feasible recommendations were provided and conclude 

the study with recommendations for future research.  

 

5.2 Comments of the Study 

Relating to the study finding that shows a positive relationship in environmental innovation 

and environmental performance with the business financial performance, it can be highlight 

that innovation is necessary in an organization so that the financial areas can be improve. 

Innovation is seen as an economic need which can provide a return value to an organization 

in the short and long term (Wang & Ellinger, 2011; Basu, 2013). Innovation is an important 

element in the manufacturing industry and other industry which assists the organization to 

become more competitive in the market (Weerawardena, O’Cass & Julian, 2006; Baneerjee 

& Srivastava, 2012).  

The word innovation is also found in corporate mission of most organizations. Innovation can 

occur in three circumstances, namely product, process and ideas which can change 

equipment, so the new system is seen from the perspective of the individual, management and 

customers as a whole (Rogers,1995). In addition, according to Hung (2009), organizational 

innovation is a combining process for the new ideas, systems, products, and technology. 

Damanpour (1991) added that the implementation of organization innovation requires top 

management and employees who are skilled and knowledgeable in new products and 
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technologies. This knowledge can be disseminated to the lower level, in line with the total 

productive maintenance and kaizen event which emphasize the training and work in groups 

(Ahuja &Khamba2008;Hashim, Habidin, Conding, Zubir & Jaya,2013). 

The findings of this analysis define the implementation of environmental innovation well in 

improving the environmental performance and management in a company. The 

implementation of innovation initiate from the company corporate responsibility in 

improving their environment issues and cultures arise in their daily operation. By study the 

environmental innovation regarding product and process chain, researcher relies that there are 

available dimension need to be study.  

This study conducted helps researcher further understand the usefulness of innovation 

initiative in a company. Simple innovation sometime brings big impacts to the company 

especially the innovation ideas which is zero cost based. As an example, a company who’s 

running an activity of product packaging may want to have proper machinery with screening 

and scanning product function to help them identify a packet or packaging box that is empty. 

For giant company it’s okay to have that machinery while for small business it is costly. 

Thus, small business uses stand fan and directed towards the place of passage of the pre -

packaged box and the empty box will fall down because it is light in weight.  

In addition, these studies may provide new dimension on innovation in terms of product and 

process that can be used to implement. Company is advising to implementing an innovation 

that is eco-friendly and cost saving in order for them to enjoy benefits in terms of financial. 

Process of waste management may also be improved through new innovation as these area 

incurred a large cost to manage.  

Last in these comments is about the company financial areas. From this study, it is found that 

the innovation dimensions applied may lead to positive impact in financial performance of 

the company. The selected dimension of environmental innovation and performance are able 

to explain the financial area well.  
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5.3 Implications of the Study 

The finding of these studies may lead to current awareness among the company on the 

importance of sustainable environmental management in an organizations. This study may 

help organization to generate new ideas in environmental innovation that can be implemented 

in their company involving product areas and process chain. Not only that, innovation idea is 

also important in producing new area of innovations.  

This study may built company awareness regarding environmental issues facing in most 

Malaysia company especially in term of waste management. This research allows 

organization to have better point of view on which environmental sustainability should be 

taken in order to improve the environment. In a way of company able to make more income 

plus profit, the community itself will enjoy better environment through the company 

awareness program or innovation program that can giving more profit to the company. Plus, 

company are able to participate in environmental campaign and program organized by the 

company or other third party.  

This study also helps the business organization to identify necessary innovation that is more 

eco-friendly to be implemented in the daily operation. As such, organization may also review 

the priority in applying necessary action relating to environmental issues by referring to this 

research finding. As every action needs money and cost to be spend, this research will allow 

the organization to make a better decision to come out with new innovation that can improve 

the organizations’ environmental performance and help the organization making more 

income eventually and continuously.  

This research will allow all related parties to act and take better action in manage the 

environment well. When business organization implements an eco-friendly practice in its 

daily operation, the go green mission is improved and indirectly improves the environment 

condition and maintains the ecology system well.  
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5.4 Limitations of the Study 

Common limitations in the study are the honesty of the respondents in answering all the 

questionnaires. Some respondents may not be able to answer the questions with regard of 

honesty, integrity, cooperation and sense of willingness. It would be more interesting if other 

variables are considered to identify more impacts of environmental innovations towards 

business not only in financial areas but also in its administrative area and human resource 

area. Researcher is facing difficult times during the COVID-19 pandemic crisis and its 

difficult situation due to the Movement Control Order (MCO) imposed by the government. 

Thus, for future researcher must get ready with others resources particularly obtain actual 

data from financial institutions in order to analyse the accuracy of research results.  

 

 

5.5 Recommendations for Future Research  

 

In this research, researcher only focusing on the product and process innovation considering 

the environmental issues. For future research, the area of innovation can be widen by 

considering an ideas of innovation, cost and budget of innovation and necessarily factors that 

contribute to implementation of innovation. Future research may also widen the respondent to 

larger area of study and bigger sample size among the company of much industry. Not only 

that, researcher may also conducting a research focusing on certain areas or location, specific  

industry and business category or any items that makes an organization vary from the other 

organization.  

 

 

5.6 Conclusions 

 

Overall of the study conducted meets researcher objectives and it is well explained in the 

quantitative findings using the output of IBM SPSS. Environmental innovation found to be 

positively related with the environmental performance and management. This variable also 

shows a significant result in business financial performance. Thus, it is agreed that new 

environmental innovation and initiative implement in the future may benefited the company 

in many area. As such, environmental sustainability also can be improve using platform of 

innovation especially in terms of waste management. Not only that, it provide an awareness 
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of eco-friendly culture and encourage more Corporate Social Responsibility to take place in 

the future. Last but not least, it is found that innovation in environmental dimension is very 

good initiative to improve the environment well and help company creating good workplace 

environment and culture. Thus, it is a good effort to continuously implement so that the 

environment can be improving more.  
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APPENDIX A – QUESTIONNAIRE 

THE IMPACT OF ENVIRONMENTAL PERFORMANCE AND ENVIRONMENTAL 

INNOVATION ON BUSINESS FINANCIAL PERFORMANCE IN MALAYSIA 

Dear Respondents, 

This is my research dissertation for my Master of Business Administration (MBA) at 

University Tun Abdul Razak, Kuala Lumpur, entitled "THE IMPACT OF 

ENVIRONMENTAL PERFORMANCE AND ENVIRONMENTAL INNOVATION ON 

BUSINESS FINANCIAL PERFORMANCE IN MALAYSIA".  

This research attempt to investigate how environmental innovation can drive an improvement 

in environmental performance and how both of these variables contribute to the business 

financial performance. Does it making the business financial better or otherwise?  

This research conducted with a purpose to analyze few issues of concern regarding the 

environmental innovation, environmental performance and business financial analysis. The 

findings of this research will help to discover more in detail the environmental innovation and 

environmental performance roles in bursting and helping the business in generating income 

and making profits. 

Your feedback and comments are highly valuable and needed for this study. There are no 

right or wrong answers, only your personal opinion. For your information, the respondents' 

identities and feedback with regard to this survey are strictly confidential and will be used for 

academic research purposes only.  

Your response and invaluable feedback is essential and important to the successful 

completion of the study and my dissertation. Your kind cooperation is greatly appreciated. 

Thank you. 

Researcher; 

Gayathere a/p Vijeyan (M19311004) 

Contact Number: 016-6929430 

Master of Business Administration  

Graduate School of Business 

Universiti Tun Abdul Razak 

Kuala Lumpur 

 

Supervisor; 

Assoc Prof Dr Mohd Yaziz Mohd Isa 

Bank Rakyat School of Business & Entrepreneurship 

Universiti Tun Abdul Razak 

Kuala Lumpur 
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SECTION A : DEMOGRAPHIC INFORMATION 

1. How long has your company been in business? 

 1 - 5 years 

 6 - 10 years 

 11 - 15 years 

 More than 15 years 

 

2. In which industry is your business? 

 Electrical and Electronics Industry 

 Construction Industry 

 Automotive Industry 

 Manufacturing Industry 

 Banking and Finance Industry 

 Technology Industry 

 Food Industry 

 Media Industry 

 Others  

 

3. Which business category are your company is? 

 Producers / Manufacturers 

 Intermediaries 

 Retailers 

 Service Businesses 

 

4. Does your business categorized as Small Medium Enterprises (SMEs) 

 Yes    *Continue to Question 5 

 No     *Jump to Question 6 

 

5. In which level of Small Medium Enterprises (SMEs) is your business? 

 Micro  

 Small 

 Medium 

 

6. How  many people are employed at your company? 

 Less than 20 person 

 21 - 50 person 

 51 - 100 person 

 More than 100 person 

 

7. Does your company have more than one location? 

 Yes     

 No      
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SECTION B : ENVIRONMENTAL INNOVATION  

8. My company is currently practicing environmental innovation in its operation  

 Yes     

 No      

 

9.Environmental product innovation dimension implemented in my company : 

1 - Not implemented 2 - Partly implemented 3 - Fully implemented 

 

 1 2 3 

Use non-polluting or non-toxic materials    

Design for recycling, reuse and decomposition    

Collect back products after end-of-life for recycling    

Use environmental friendly packaging for existing and new 

products 

   

Use materials that consume lower energies    

Use materials to the least amount possible    

Use eco-labeling     

 

 

10.Environmental process innovation implemented in my company : 

1 - Not implemented 2 - Partly implemented 3 - Fully implemented 

 

 1 2 3 

Carried out recycle, reuse and remanufacturing of materials or parts    

Redesign manufacturing process to lower pollution (air, water, 

noise) 

   

Redesign manufacturing process to lower solid waste    

Redesign manufacturing process to lower energies consumption 

(water, electricity, gas, petrol) 

   

Redesign manufacturing process to lower material use    

Use cleaner technologies to make savings (e.g. energy, water, 

waste) 
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SECTION C : ENVIRONMENTAL PERFORMANCE 

11.Environmental innovation help my company to have better environmental performance 

 Yes     

 No      

 

12.Environmental innovation improve environmental performance as follow : 

1 - Strongly 

Disagree 

2 - Disagree 3 - Neutral 4 - Agree 5 - Strongly 

Agree 

 

 1 2 3 4 5 

Reduction of air emission      

Reduction of waste water      

Reduction of solid waste      

Decrease consumption for hazardous/ harmful/ toxic/ 

materials 

     

Decrease frequency of environmental accidents      

Improved environmental situation      

 

 

SECTION D : BUSINESS FINANCIAL PERFORMANCE 

13. Good practices of environmental innovation and environmental practices affecting 

business financial performance in term of :  

1 - Strongly 

Disagree 

2 - Disagree 3 - Neutral 4 - Agree 5 - Strongly 

Agree 

 

 1 2 3 4 5 

Increases in profit margin      

Increases in market share      

Increase in sales revenue      

Increase in return on investment      

Decrease in working capital      

Increase in operating cash flow      

New market opportunities      

Increase in overall market performance      
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APPENDIX B – IBM DATA SPSS OUTPUT 

 

Statistics 

 

CompanyAg

e 

IndustryTyp

e 

BusinessCatego

ry 

SME

s 

LevelOfSME

s 

PeopleEmploye

d 

OtherLocatio

n 

N Valid 102 102 102 102 102 102 102 

Missin

g 

2 2 2 2 2 2 2 

Minimum 1 1 1 1 1 1 1 

Maximum 4 9 4 12 4 4 2 

 

 

CompanyAge 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid 1-5 years 18 17.3 17.6 17.6 

6-10 years 28 26.9 27.5 45.1 

11-15 years 25 24.0 24.5 69.6 

More than 15 years 31 29.8 30.4 100.0 

Total 102 98.1 100.0  

Missing System 2 1.9   

Total 104 100.0   

 

 

IndustryType 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Electrical and electronics 14 13.5 13.7 13.7 

Construction 5 4.8 4.9 18.6 

Automotive 15 14.4 14.7 33.3 

Manufacturing 16 15.4 15.7 49.0 

Banking and finance 2 1.9 2.0 51.0 

Technology 8 7.7 7.8 58.8 

Food and Beverage 41 39.4 40.2 99.0 

Medical 1 1.0 1.0 100.0 

Total 102 98.1 100.0  

Missing System 2 1.9   

Total 104 100.0   
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BusinessCategory 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Producers / Manufacturers 31 29.8 30.4 30.4 

Intermediaries 12 11.5 11.8 42.2 

Retailers 51 49.0 50.0 92.2 

Service Businesses 8 7.7 7.8 100.0 

Total 102 98.1 100.0  

Missing System 2 1.9   

Total 104 100.0   

 

 

SMEs 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Yes 67 64.4 65.7 65.7 

No 33 31.7 32.4 98.0 

11 1 1.0 1.0 99.0 

12 1 1.0 1.0 100.0 

Total 102 98.1 100.0  

Missing System 2 1.9   

Total 104 100.0   

 

 

LevelOfSMEs 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Micro 35 33.7 34.3 34.3 

Small 19 18.3 18.6 52.9 

Medium 15 14.4 14.7 67.6 

4 33 31.7 32.4 100.0 

Total 102 98.1 100.0  

Missing System 2 1.9   

Total 104 100.0   
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PeopleEmployed 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Less than 20 person 49 47.1 48.0 48.0 

21-50 person 19 18.3 18.6 66.7 

51-100 person 10 9.6 9.8 76.5 

More than 100 person 24 23.1 23.5 100.0 

Total 102 98.1 100.0  

Missing System 2 1.9   

Total 104 100.0   

 

 

OtherLocation 

 Frequency Percent Valid Percent 

Cumulative 

Percent 

Valid Yes 34 32.7 33.3 33.3 

No 68 65.4 66.7 100.0 

Total 102 98.1 100.0  

Missing System 2 1.9   

Total 104 100.0   
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Statistics 

 

CompanyAg

e 

IndustryTyp

e 

BusinessCatego

ry SMEs 

LevelOfSME

s 

PeopleEmploy

ed 

OtherLocatio

n 

N Valid 102 102 102 102 102 102 102 

Missin

g 

2 2 2 2 2 2 2 

Mean 2.68 4.77 2.35 1.53 2.45 2.09 1.67 

Std. Error 

of Mean 

.108 .226 .099 .148 .125 .122 .047 

Std. 

Deviation 

1.091 2.286 1.001 1.494 1.264 1.236 .474 

Variance 1.191 5.226 1.003 2.232 1.597 1.527 .224 

Skewnes

s 

-.161 -.346 -.279 6.030 .082 .600 -.718 

Std. Error 

of 

Skewnes

s 

.239 .239 .239 .239 .239 .239 .239 

Kurtosis -1.289 -1.308 -1.296 39.24

8 

-1.660 -1.305 -1.515 

Std. Error 

of 

Kurtosis 

.474 .474 .474 .474 .474 .474 .474 

Minimum 1 1 1 1 1 1 1 

Maximum 4 9 4 12 4 4 2 

Sum 273 487 240 156 250 213 170 
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Correlations 

 

Improved

Situation 

ProcessInn

ovation1 

ProceesInn

ovation2 

ProceesInn

ovation3 

ProceesInn

ovation4 

ProceesInn

ovation5 

ProceesInn

ovation6 

ImprovedSi

tuation 

Pears

on 

Correl

ation 

1 .325
**
 .293

**
 .320

**
 .359

**
 .364

**
 .376

**
 

Sig. 

(2-

tailed) 

 

<.001 .003 .001 <.001 <.001 <.001 

N 102 102 102 102 102 102 102 

ProcessInn

ovation1 

Pears

on 

Correl

ation 

.325
**
 1 .772

**
 .578

**
 .550

**
 .573

**
 .539

**
 

Sig. 

(2-

tailed) 

<.001 

 

<.001 <.001 <.001 <.001 <.001 

N 102 102 102 102 102 102 102 

ProceesInn

ovation2 

Pears

on 

Correl

ation 

.293
**
 .772

**
 1 .708

**
 .652

**
 .690

**
 .637

**
 

Sig. 

(2-

tailed) 

.003 <.001 

 

<.001 <.001 <.001 <.001 

N 102 102 102 102 102 102 102 

ProceesInn

ovation3 

Pears

on 

Correl

ation 

.320
**
 .578

**
 .708

**
 1 .899

**
 .855

**
 .844

**
 

Sig. 

(2-

tailed) 

.001 <.001 <.001 

 

<.001 <.001 <.001 

N 102 102 102 102 102 102 102 

ProceesInn

ovation4 

Pears

on 

Correl

ation 

.359
**
 .550

**
 .652

**
 .899

**
 1 .902

**
 .927

**
 

Sig. 

(2-

tailed) 

<.001 <.001 <.001 <.001 

 

<.001 <.001 
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N 102 102 102 102 102 102 102 

ProceesInn

ovation5 

Pears

on 

Correl

ation 

.364
**
 .573

**
 .690

**
 .855

**
 .902

**
 1 .866

**
 

Sig. 

(2-

tailed) 

<.001 <.001 <.001 <.001 <.001 

 

<.001 

N 102 102 102 102 102 102 102 

ProceesInn

ovation6 

Pears

on 

Correl

ation 

.376
**
 .539

**
 .637

**
 .844

**
 .927

**
 .866

**
 1 

Sig. 

(2-

tailed) 

<.001 <.001 <.001 <.001 <.001 <.001 

 

N 102 102 102 102 102 102 102 

**. Correlation is significant at the 0.01 level (2-tailed). 
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Correlations 

 

Produc

tInnova

tion1 

ProductIn

novation2 

ProductIn

novation3 

ProductIn

novation4 

ProductIn

novation5 

ProductIn

novation6 

ProductIn

novation7 

Improved

Situation 

ProductIn

novation1 

Pearso

n 

Correlat

ion 

1 .709
**
 .301

**
 .482

**
 .326

**
 .411

**
 .536

**
 .279

**
 

Sig. (2-

tailed) 
 

<.001 .002 <.001 <.001 <.001 <.001 .005 

N 102 101 102 102 102 102 102 102 

ProductIn

novation2 

Pearso

n 

Correlat

ion 

.709
**
 1 .386

**
 .612

**
 .514

**
 .602

**
 .674

**
 .456

**
 

Sig. (2-

tailed) 

<.001 
 

<.001 <.001 <.001 <.001 <.001 <.001 

N 101 101 101 101 101 101 101 101 

ProductIn

novation3 

Pearso

n 

Correlat

ion 

.301
**
 .386

**
 1 .547

**
 .615

**
 .608

**
 .542

**
 .273

**
 

Sig. (2-

tailed) 

.002 <.001 
 

<.001 <.001 <.001 <.001 .006 

N 102 101 102 102 102 102 102 102 

ProductIn

novation4 

Pearso

n 

Correlat

ion 

.482
**
 .612

**
 .547

**
 1 .623

**
 .758

**
 .659

**
 .352

**
 

Sig. (2-

tailed) 

<.001 <.001 <.001 
 

<.001 <.001 <.001 <.001 

N 102 101 102 102 102 102 102 102 

ProductIn

novation5 

Pearso

n 

Correlat

ion 

.326
**
 .514

**
 .615

**
 .623

**
 1 .798

**
 .552

**
 .282

**
 

Sig. (2-

tailed) 

<.001 <.001 <.001 <.001 
 

<.001 <.001 .004 

N 102 101 102 102 102 102 102 102 
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ProductIn

novation6 

Pearso

n 

Correlat

ion 

.411
**
 .602

**
 .608

**
 .758

**
 .798

**
 1 .709

**
 .432

**
 

Sig. (2-

tailed) 

<.001 <.001 <.001 <.001 <.001 
 

<.001 <.001 

N 102 101 102 102 102 102 102 102 

ProductIn

novation7 

Pearso

n 

Correlat

ion 

.536
**
 .674

**
 .542

**
 .659

**
 .552

**
 .709

**
 1 .423

**
 

Sig. (2-

tailed) 

<.001 <.001 <.001 <.001 <.001 <.001 
 

<.001 

N 102 101 102 102 102 102 102 102 

Improved

Situation 

Pearso

n 

Correlat

ion 

.279
**
 .456

**
 .273

**
 .352

**
 .282

**
 .432

**
 .423

**
 1 

Sig. (2-

tailed) 

.005 <.001 .006 <.001 .004 <.001 <.001 
 

N 102 101 102 102 102 102 102 102 

**. Correlation is significant at the 0.01 level (2-tailed). 
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