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Abstract
The purpose of this study is to ascertain whether there is any correlation between organizational factors and
quality of production in Malaysia’s manufacturing companies. A theoretical model of the relationships among
the constructs of organizational factors that consist of organizational resources, rewards and recognition
structure, and information system and quality of production are proposed and tested using multi-regression
analysis. The results showed positive relationship between organizational factors and quality of production in
Malaysia’s manufacturing industry, except for one which is related to rewards and recognition structure. The
findings of this study will assist managers to make appropriate decisions when adopting the three elements in
their respective organizations especially in the manufacturing sector.
Keywords: organizational resources, rewards and recognition structure, information system, quality of
production, manufacturing
1. Introduction
The aim of this study is to give insight into organizational factors that contribute to high-quality results in
production of manufacturing companies in Malaysia. In the year 2003, the Vice-President of Federation of
Malaysian Manufacturers, Raja Abdul Aziz Raja Musa, stated that Malaysia’s manufacturing sector is
experiencing a significant gap between the information system and overall resources, therefore causing more
delays in the overall processes on manufacturing management. He added that the manufacturing sector in
Malaysia has a problem in maintaining its competitiveness, quality and Just-in-Time delivery. Some
manufacturers will outsource their production in order to maintain competitiveness. According to the Federation
of Malaysian Manufacturers in 2003, most people in the Malaysia’s manufacturing sector are yet to master the
information and communication technology for the purpose of business and manufacturing as some of these
companies are still working with the conventional manufacturing processes.
In order to study the aforementioned issues above, the researcher has to include the basic demographic
characteristics of manufacturing companies in Malaysia to corroborate information in this study, which named
as organizational factors as the mould of characters of an organization which is very important to shape an
organizational readiness for change. The purpose of this study is to elucidate the types of organizational factors
associated with quality of production in Malaysia’s manufacturing companies.
This study describes the data analysis undertaken to assess the results using statistical approach and reports the
results of the factor analysis, reliability for each of the studied constructs and descriptive results of the study.
From the results of the analysis, it was found that there were a positive association between organizational
factors and quality production, especially organizational resources and information system which stood
alongside with previous studies. Perhaps, the most surprising result is there was no statistically significant
relationship between rewards and recognition structure and quality of production in Malaysia’s manufacturing
companies.
2. Literature Review
Several researchers have identified relevant factors of organization that significantly influence performance:
greater integration, process optimization, and improved access to information (Seddon et al., 2010); skills,
culture and organizational climate (Hajihashemi & Javadi, 2011); resources, partnership, employee participation,
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and level of trust (Naji et al., 2012); strategy and risk taking, structure and reward system (Khakbaz et al., 2011);
leadership and managerial support (Mora-Valentin et al., 2004). By analyzing the commonalities among the
various descriptions found in an extensive earlier literature review, this study has identified three major factors
underlying organization characteristics and management practices that are key conditions essential for the
enhancement of organizational performance. These three factors are organizational resources, rewards and
recognition structure, and information system.
2.1 Organizational Resources
Research on organizational competitive advantages clarifies the importance of organizational resources to the
long term sustained competitive advantage of the firm (Ndofor et al., 2011). Most literatures usually define the
major resources used by organizations to accomplish goals as human resources, financial resources, physical
resources, information resources, and infrastructure (Mithas & Narayan, 2011; Lu & Ramamurthy, 2011).
However, Barney (1986) has a broader meaning of organizational resources which include all the organization’s
assets, its capabilities, processes designed and applied by the organization, the organization attributes,
knowledge, etc.
One of the most significant developments in the field of organization in recent times is the increasing
importance given to organizational resources. Fahy (2000) claims that there is a significant relationship between
resources and competitive advantage in terms of superior firm performance, characteristics and types of
advantage generating resources, and strategic choice by management. According to Chaplin (1991),
organizational resources are valuable to businesses, and it is important to understand about allocation of these
resources. Being able to appropriately and efficiently allocate organizational resources will have a strong impact
on a business. As mentioned in the Resource-based View theory, Barney (1991) further argues that to have the
potential to generate competitive advantage, a firm’s resource must have four attributes: valuable, rare,
inimitable, and non-substitutable. Bozeman and Straussman (1990) offer three types of organizational resources,
consist of personnel resources, financial resources and organizational structure. Physical resources such as the
plant, machinery, equipment, production technology and capacity have contributed positively towards
organizational competitive advantage and eventually result in superior firm’s performance (Morgan et al., 2004).
Grant (1991) suggested the following categories as organizational resources, which include financial resources,
physical resources, human resources, technological resources, reputation, and organizational resources. Physical
resources such as the plant, machinery, equipment, production technology and capacity have contributed
positively towards organizational competitive advantage and eventually result in superior firm’s performance
(Morgan et al., 2004; Ainuddin et al., 2007).
2.2 Rewards and Recognition Structure
As organizations look for key differentiators that can create competitive advantages and a stronger bottom line,
they inevitably arrive at people issues as a key source of untapped potential. Rewards and recognition are
remuneration based system, which include bonus, perks, allowances, awards, and certificates used as a highly
effective means of motivating and engaging employees (Monis, 2011). Wright et al. (1993) have shown that the
human resources can be a source of competitive advantage because they meet the criteria for being a source of
sustainable competitive advantage. Human resources add value to the firm, are rare, cannot be imitated and are
not sustainable. Ali and Ahmed (2009) argue that human assets are a key source of sustainable advantage
because of causal ambiguity and systematic information making them inimitable. This means success does not
depend primarily on the size of the budget or the products supporting technologies. It really depends on
employee’s attitudes, competencies and skills, their ability to generate commitment and trust, communicate
aspirations and work in complex relationships.
Pfeffer (1994) has issued sixteen practices of competitive advantage through people. There are: employment
security, incentive pay, participation and empowerment, symbolic egalitarianism, long-term perspective,
selectivity in recruiting, employee ownership, teams and job redesign, wage compression, measurement of
practices, cross-utilization and cross-training, high wage, information sharing, training and skill development,
promotion from within, and, overarching philosophy. To ensure that people are treated fairly, organisations are
acknowledging that they need to establish an equitable balance between employee contribution to the
organisation and the organisation’s contribution to the employee. According to Deeprose (1994), establishing
this balance and meeting this need is one of the first reasons to reward and recognise employees. Monis (2011)
suggests that rewards and recognition, both financial and otherwise, is a powerful approach to create and
maintain, and what kind of behaviour and attitudes management seeks from its employees. According to Lawler
(2003), there are at least two factors that determine the attractiveness of a reward; one is how much of the
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reward is being offered and the second is how much the individual values the type of reward that is being
offered. He argues that the more the individual values the type of reward and the more of it is being offered, the
greater the motivational potential.
Therefore the reward issue cannot be ignored, as it will create a situation in which the expectation or the actual
goal-directed behaviour of one person or group are blocked or are about to be blocked (Danish & Usman, 2010).
Hofer (2005) suggests that this sort of issues management must address and design fair reward systems that can
satisfy the employee because the employee’s satisfaction can be translated into customer satisfaction which can
be translated into profit. Promoting and sustaining a good and harmonious working environment will make
employees feeling appreciated and being recognized by their employers (Caudroit et al., 2011). Employees
expect more control over their work experience, careers and financial status. Employers are also looking for
more in terms of productivity, flexibility and commitment. Lawler (2003) supports this in stating that people
need both motivation and ability. Lawler says that highly motivated workers will not achieve results if they do
not have the necessary skills, expertise and attitude that the organisation requires of them. He furthers says that
employees with expertise, knowledge and skills will not do well if they are unmotivated. Baron (1983) posits the
view that if successful performance does in fact lead to organisational rewards, such performance could be a
motivational factor for employees. The reward and recognition structure can therefore be seen as a set of
relationships between the various reward management processes and the corporate strategy.
2.3 Information System
One of the hot research topics currently is research about strategic information system. Its aspects and project
management information system have changed considerably over the last decade (Ahlemann, 2009). The
potential usefulness of different kinds of information system for environmental management is well recognized
(Díez & McIntosh, 2009). Advances in information provision have led organizations to attempt to develop
information system strategies which interrelate with their business strategies and which together support
corporate missions (Rogerson & Fidler, 1994).
Applying resource-based in context of information systems are potential in order to identification of key
motivations for enhanced firm performance (Jeffers et al., 2008). Ray et al. (2005) supports the view of Jeffers
et al. (2008) that the Resource-based View theory which describes that information technology resources and
capability lead to efficiency on the performance of the customer service. Ray et al. (2005) add that the effects of
information technology are best documents at the level of firm and they are unique on firm performance. In
addition, Doherty and Terry (2009) say that resource-based view support effect of using information system
capabilities for constant competitive advantage delivery. In their research findings, Doherty and Terry (2009)
claim that investment in set of information system capabilities in long-term will succeed inside of firm and
competitive environment.
In the information systems area, many studies have examined the relationship between information system,
competitive advantage and firm performance. According to Porter (1985), information system has a dominant
effect on competitive advantages in either cost or differentiation. The technology also affects value activity
themselves or allows companies to gain competitive advantage by utilizing changes in competitive scope. Porter
(1985) state that the information system is affecting competition in three fundamental ways: (1) it changes
industry structure and, in so doing, alters the rules of competition, (2) it creates competitive advantage by giving
companies new way to outperform their rivals, and (3) it spawns a whole new business, often from within a
company’s existing operations.
2.4 Quality of Production
The past few years have seen considerable evidence presented on the importance of product and service quality
to corporate survival in the marketplace (Singh & Soltani, 2010). Most modern companies recognize the need to
alter their thinking in terms of quality and how that can improve their business performance. Quality
Management has become an essential strategy in both manufacturing and service organizations. Quality has
been identified as one of the competitive strategies for improving the business performance in a global market
(Gurnani, 1999). Many firms are pursuing quality management implementation to deliver high-quality products
and services and hence to achieve their business objectives (Gunasekaran, 1999).
From the perspective of manufacturing, quality means conformance to specifications. Specifications are targets
and tolerances by designers of products. Targets are the ideal values for which production is expected to strive,
while tolerances are the acceptable deviations from these ideal values. There will always be variations in the
production process. While variations cannot totally be eliminated in the production of products, organizations
can strive to minimize around target values. This minimizes the economic loss and benefits both the producer
3
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and the consumer. Quality production include product design, purchasing, production planning and scheduling,
engineering and maintenance of tools and equipments, packaging, shipping, warehousing, and ancillary
functions to support the quality efforts, such as human resources, finance, and legal services (Alwan, 2012).
Given the importance of organizational factors that have been discussed, this study suggested the following
hypotheses.
H1: There is a positive relationship between organizational resources and quality of production in Malaysia’s
manufacturing companies.
H2: There is a positive relationship between rewards and recognition structure and quality of production in
Malaysia’s manufacturing companies.
H3: There is a positive relationship between information system and quality of production in Malaysia’s
manufacturing companies.
3. Methodology of Research
This study used a seven-point Likert scale questionnaire as the research instrument. Questionnaires were
distributed to 600 companies that were registered under the Federation of Malaysian Manufacturers at the
surrounding areas of the territory of Selangor, Penang, Kedah, Johore, Sabah, Sarawak, and the Federal Territory
of Kuala Lumpur and Labuan. Due to the nature of the unit of analysis which was heterogeneous,
disproportionate stratified random sampling was applied. 233 out of the 600 distributed questionnaires were
returned and only 201 were usable for further analysis. The target group of the study composed of the presidents
of the company, executive directors, general managers, accountants or financial controllers, and managers in
multi-disciplined (such as, human resource, factory, marketing, sales, administration and etc.). Of the 201 firms
in the 16 different industries surveyed, 33 firms were in the electrical and electronics industry, 28 in the
chemical and petroleum industry, 27 in the food, beverage and tobacco products, 22 in the fabricated metal, 11
each in the basic metal industry, and paper, printing and publishing, 9 each in transport and plastic products, 17
in the wood products (including furniture), 14 in the non-metallic mineral products, 7 each in the rubber industry,
and textile, wearing apparel and leather products, 3 in the medical, precision and optical instruments, 2 in
machinery and 1 in other industry.
As aforesaid, the purpose of this research is to investigate the relationship between organizational factors and
quality of production in Malaysia’s manufacturing companies. In order to do that, this research has to elucidate
the types of organizational factors associated with quality of production. Although the research on organizational
factors cannot be all inclusive, it provides information that may be useful to enhance the performance of an
organization. The organizational factors construct in this study is a multidimensional construct. This construct
was represented by eleventh items; i.e., organizational resources (4 items), information system (4 items), and
rewards and recognition structure (3 items). A principle component method with a varimax rotation was utilized
in order to reduce a large number of variables to a smaller numbers of factors. Before conducting an exploratory
factor analysis, the researcher performed two tests to check the possible presence of multicollinearity or
correlation among items and the appropriateness of factor analysis. A principle component method with a
varimax rotation was utilized in order to reduce a large number of variables to a smaller numbers of factors. The
final run of factor analysis in this study produced three factors with only 10 items were developed with
eigenvalues more than one which explained 79.46 of the total variance. The Kaiser-Meyer-Oklin value was 0.77
and the Bartlett test of sphericity was significant at 0.00. Anti-image correlation of the remaining 10 items of
organizational factors exceeded 0.5. The communalities of the 10 items ranged from 0.51 to 0.90. The factor
loadings for the remaining 10 organizational factors variables were in the range of 0.49 to 0.94, which indicates
above recommended cut-off point value of 0.40 for practical and statistical significance. Overall, all the
variables were loaded significantly on three factors as conceptualized; therefore the same label was used to label
these factors. ‘Organizational resources’ consists of five variables with eigenvalue of 5.17 which accounted of
23.76% of the total variance. Factor two was labelled as “rewards and recognition structure” since the items
portrayed the organization effort to rewards and recognize its employees. The three items measured
approximately 18.77% of the variance was captured by factor two that has an eigenvalue of 2.07. Factor three
was labelled as “information system” which has two items measured with eigenvalue of 1.70 which explained
13.80% of the total variance.
For ‘quality of production’, the initial run of the factor analysis on 5 items produced an eigenvalues above one.
The Kaiser-Meyer-Oklin value was 0.86 and the Bartlett test of sphericity was significant at 0.00. Anti-image
correlation for the entire variables were greater than 0.5. After the final run of factor analysis on quality of
production, only 3 items were retained. The factor loadings for the remaining 3 were in the range of 0.85 to 0.87,
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which indicated above recommended cut-off point value of 0.40 for practical and statistical significance. It has
eigenvalue of 6.36 which accounted of 28.95% of the total variance.
Cronbach’s alpha was performed all of the variables of this study and the results are as presented in Table 1. All
of the cronbach’s alpha values disclosed significantly over 0.80. The reliability coefficient of 0.70 or higher is
considered acceptable in most social science research situations.
Table 1. Table reliability analysis on variables (n=201)
Construct

Variables/Dimension

No. of Items

Organizational Factors

Organizational Resources

5

Cronbach’s alpha
0.88

Rewards and Recognition Structure

3

0.89

Information System

2

0.87

Table 2 presents the scores of all the variables applied in this study, along with all means and standard deviations.
The results show that the mean scores for each of the three dimensions varied from 4.99 to 5.78, indicating that
respondents had a moderate opinion of all the dimensions. The standard deviation for these components ranged
from 0.65 to 1.14.
Table 2. Mean and standard deviation of measures (n=201)
Organizational Factors

Construct/Dimension

Mean

Std. Deviation

Organizational Resources

5.78

0.65

Reward & Recognition Structure

5.47

0.77

Information System

4.99

1.14

The results indicated that all of the organizational factors dimensions were positively correlated with quality of
production. All of the organizational factors dimensions were found to have either a moderate or weak
correlation. The association of organizational resources had a moderate correlation with quality of production (r
= 0.41, p < 0.01). The same goes to rewards and recognition structure which had a weak correlation with quality
of production (r = 0.25, p < 0.01). Information system however had a moderate correlation with quality of
production (r = 0.40, p < 0.01).
Table 3. Correlation matrix amongst constructs (n=201)
Variables

Organizational

Reward

Resources

Recognition

&

Information System

Organizational Resources

1

Reward & Recognition

0.418**

1

Information System

0.450**

0.285**

1

Quality of Production

0.413**

0.250**

0.395**

Quality of Production

1

The results in Table 3 revealed that 24.4% of the total variances in quality of production were explained by
organizational resources, rewards and recognition structure, and information system (R2 = 24.4, p < 0.01). The
results indicated that two of the organizational factors dimensions were found to have significant influences on
quality of production, i.e., organizational resources (β = 0.231, p < 0.01) and information system (β = 0.221, p <
0.01). Hence, two hypotheses, i.e., H1 and H3 were supported. Surprisingly, one of the variables does not show
correlation with the quality of production in Malaysia’s manufacturing firms. The only remaining dimension i.e.
rewards and recognition structure (i.e., H2) was not supported (p > 0.01).
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Table 3. Multiple regression analysis of organizational factors with quality of production
Dependent Variable

Independent Variable

Quality of Production

Organizational Factors:

Std. Coefficient Beta (β)

Sig.

Organizational Resources

0.231**

0.003

Rewards and Recognition Structure

0.070

0.314

Information System

0 .221**

0.002

R2

0.244

Adjust R2

0.229

Sig. F

15.83**

Note. Significant levels: **p < 0.01, *p < 0.05.

4. Discussion, Implications and Conclusion
This research hypothesized positive relationship between organizational factors and quality of production in
Malaysia’s manufacturing industry, except for one which is related to rewards and recognition structure. The
first dimension of organizational factors in this research is organizational resources. There was a positive
association between organizational resources and quality of production which stood alongside with previous
studies, which the relationship between organizational resources and quality of production existed in a positive
way. This was consistent to previous empirical studies that organizational resources played an important role in
manufacturing companies for increased competitiveness and profitability (e.g., Ndofor et al., 2011).
When the regression analysis process was conducted, it was found that rewards and recognition structure had
insignificant relationship with quality of production, which indicates that employees would not always be
motivated neither by rewards nor by recognition alone. This finding is inconsistent with Feldman (1996) and
Monis (2011) that high-performance companies offer awards and incentives that recognize, validate and value
outstanding work, as to keep employees motivated. There might be many possible reasons why there is
significant correlation between these two variables in the manufacturing companies in Malaysia. Even though
Monis (2011) suggested that rewards and recognition were equally important when trying to promote
performance and morale amongst employees, the result showed that employees would not always be motivated
neither by rewards nor by recognition alone in Malaysia, particularly in manufacturing sector. The award must
be based not only on their performance but also product’s performance as recommended by Feldman (1996) and
Kunkel (1997). Both cited researchers recommended that evaluation factors like meeting time targets or meeting
and exceeding revenue and profit goals, and achieving customer satisfaction can be used to determine the size of
an award. Hence, managers should consider carrying out an effective performance reward and recognition
system for employees’ performance and job well done.
Up-to-date, complete and accurate information system had become a necessity for survival in a competitive
world and was implemented for the purpose of improving the effectiveness and efficiency of the organization
(Roberts & Grover, 2012). Information system plays a very important role in the organization as it creates an
impact on the organization’s function, performance and productivity. In this study, the findings show that
information system has a high association with quality of production and the results of this study consistent with
the result of the previous studies (i.e., Yuan et al., 2005; Mithas & Narayan, 2011; Lu & Ramamurthy, 2011;
Litwin, 2011; Roberts & Grover, 2012). It is suggested that managers need to create and use information
systems successfully to gain advantage over competitors as also suggested by Wiseman and MacMillan (1984).
The result demonstrated that manufacturing companies in Malaysia perceive information system played an
important role in their daily operations. It was proven that information systems were predominantly developed
in-house in manufacturing companies in Malaysia. According to Azlinah and Syed Abu Bakar (2004), Malaysian
government had contributed a lot through the Multimedia Super Corridor as the major information system
development project that was capable to justify the future of information system in Malaysia.
The results of this study provide important implications for management and organizational leaders. The
research finding shows that there is a significant correlation between organizational resources and level of
quality of production performed by organization. This implies that one of the keys to higher performance is the
organization’s resources. It is suggested that managers should plan and allocate resources effectively and
efficiently such as assets, organizational core competencies, knowledge, and processes to attain organizational
specific goal. This consists of effective policies for handling raw materials, machines and equipment during the
manufacturing process, which lead to low handling cost, reduce manufacturing cycle time, better control of
goods flow, less rejects, and decrease storage requirements (Nahavandi, 2009; Akkerman et al., 2010; Safaei et
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al., 2010; Han et al., 2012). Good materials, machines and equipment handling systems give the organization
control on productivity (Sople, 2007). In addition, one of the most important aspects of manufacturing processes,
particularly in inventory management is to have the materials in stock at the moment they are needed. This
includes going into the market to purchase the goods early enough to ensure delivery at the proper time (Li &
Ryan, 2012; Goeke & Faley, 2009).
Apart from the aforementioned recommendations above, the study also suggests that managers should consider
improving their procurement process that works with the suppliers and analyze the process to understand where
opportunities exist to eliminate waste and increase value delivery. Likewise, employees’ skills and knowledge of
the company’s work systems are an essential element of an effective manufacturing process. There should be the
right combination of people, technology and structure that makes full use of the organization’s resources and
opportunities in achieving its goals (Fabiyola et al., 2010). Managers should also consider paying attention to
development of efficient work practice as skills and knowledge and a high performance work system should be
blended together. As a conclusion, organizational factors in this research exert a powerful influence on the
ability to producing high quality products. Each of the aforementioned dimensions (except for rewards and
recognition structure) plays an important role in shaping the quality culture of manufacturing companies in
Malaysia.
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