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ABSTRACT

State-owned enterprises (SOEs) are critical for nations’ socio-economic development. SOEs carry two main
roles which are to achieve business goals to satisfy the interest of shareholders and at the same time to
pursue social goals that create public values. However, in the current increasingly challenging business
environment, SOEs face difficulties to pursue both goals simultaneously. Thus, based on resource-based
view (RBV), this study examined the role of entrepreneurial orientation (EO) as a dynamic capability
derived from innovativeness, proactiveness and risk-taking in influencing the achievement of business and
social performance. This study applied quantitative method and data was collected from among the
leadership groups of government linked companies (GLCs) in Malaysia. The data was analyzed using the
Partial Least Square-Structural Equation Model (PLS-SEM) technique. The analysis revealed three key
findings as following, (1) innovativeness has positive relationship with business and social performance; (2)
proactiveness has positive relationship with business performance but has negative relationship with social
performance; (3) risk taking has negative relationship with both performances. Therefore, by examining EO
as multidimensional construct and its impact on business and social performance, this study provided
insight of which dimensions of EO is significant in value creation process. This study also provided useful
insight to the policy makers and management the best way to improve SOEs’ performance in meeting
business and social goals.

Keywords: Entrepreneurial Orientation, State-Owned Enterprise, Resource-Based View, Business
Performance, Social Performance

1. INTRODUCTION scholarship, and creating economic opportunities
for marginalized groups or minorities (2—4).

One of the key challenges for organizations is to
deal with business and social interests
simultaneously. Both interests are equally important
to stakeholders where neither is better than the
other. SOEs are a type of organization that struggles
to balance its business and social priorities. By
definition, SOEs are government-owned companies
that assume two important roles. Firstly, SOEs are
expected to generate revenue for the interest of
shareholders including the government (1,2).
Secondly, SOEs have a mandate from the
government to create social or public values that
benefit the public (3-5) Some examples of SOEs
roles include providing job  opportunities,
supporting new business growth and stimulating
socio-economic progress, sponsoring academic

Furthermore, pursuing two goals simultaneously
is a great challenge for SOEs, especially when
hampered by the volatility of current market
situation. This results in dilemma to the top
management to align resources between business
and social goals since both use the same resources.
This signifies for organizations to increase its
capability to enhance its value creation in order to
fulfill the interest of all stakeholders. One of the
solutions is to increase entrepreneurial capability
that will enhance innovation ability such as through
new processes, new product or services, and new
markets. In this regard, EO is argued as one of
critical factors in value creation as it proactively
exploit new opportunities and innovativeness
especially in volatile environment (6,7). Moreover,
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EO is argued able to influence organizational
performance in volatile market environment since
an empirical research found a positive impact of EO
on performance of Indonesian SMEs during Covid-
19 pandemic situation (8).

However, the EO-performance relationship in
the context of SOEs’ performance has received less
attention from researchers. Majority of SOEs
research focused on corporate governance (9,10),
government support (11,12) and leadership (13,14)
as predictors of SOEs’ performance. In the last five
years, there are few research found in major citation
database such as Scopus and Web of Science that
examine the role of EO in influencing the
performance of SOEs. Most of this research were
done in the context of Asian countries such as
Indonesia (5,15) and China (14). Moreover, the EO
literature provide little knowledge on the role of
individual EO dimensions that influence business
and social performance. Therefore, this study will
fill this gap by investigating the relationship of each
dimension of EO consisting of innovativeness,
proactiveness and risk-taking and its significance in
meeting business and social goals.

2. LITERATURE REVIEW
HYPOTHESIS DEVELOPMENT

AND

2.1 Theoretical Background

The RBV posits that unique and difficult-to-
imitate resources increase organizations’
competitive advantage leading to superior
organizational performance (16). In this regard, EO
is argued as a strategic resource for organizations to
achieve competitive advantage toward superior
performance (8,17,18). Moreover, EO is viewed as
one a dynamic capability that exploit opportunities
(19,20). Additionally, EO is argued as a unique
resource for organizations to gain competitive
advantage that lead to a better performance (8).
Moreover, EO facilitates the effective use of
resources in value creation process that will benefit
every stakeholders (8,21). Anchored by RBV, the
causal relationship of EO with organizational
performance in meeting business and social goals is
conceptualized in this study.

2.2 Entrepreneurial Orientation and Value
Creation

Over the years, studies of EO have been the
subject of intense debate leading to a rich body of
knowledge. One of the widely known conceptual of
EO is set of organizational activities that result in

entrepreneurial outcomes, determined by three
dimensions namely innovativeness, risk taking and
proactiveness (22). In addition to the three
dimensions, competitive aggressiveness and
autonomy were later added as dimensions of EO
(23). Following Miller (1983), this study defines
EO as entrepreneurial practices to achieve
entrepreneurship  derived by innovativeness,
proactiveness and  risk-taking  propensity.
Innovativeness refers to creating innovative
solutions, product, or services. Proactiveness refers
to the tendency to act in anticipation of future
expectation. Risk-taking is about the willingness of
organizations to commit their resources under an
uncertain environment.

In order for organizations to create value for
all stakeholders, it has to perform well in meeting
the business and social goals. However, the
uncertainty of the business environment increases
the challenge for organizations to achieve these
goals simultaneously. It is especially difficult when
there is a lack of resources and to perform all
activities using similar resources. Additionally,
business performance is outcome of organizations
activities that reflect the organizations’ economic
performance which includes financial performance,
operational  performance and organizational
effectiveness (24,25). According to (26), it is the
extent to which organizations create economic
value. Moreover, business performance can be
classified as financial and  non-financial
performance (25). In this regard, financial
performance uses financial indicators such as
profitability, return on investment, and return on
asset which is more objective than non-financial
performance measures. Whereas measure of non-
financial performance is more subjective and some
of the indicators include customer satisfaction and
loyalty, corporate image, and service quality.

On the other hand, meeting social objectives is
another important aspect of organizational
performance which often overlook by researchers
especially in the context of SOEs (27). Thus far,
there is no standard definition of social
performance in literature. The conceptual of social
performance is still ambiguous and the measures
varies depending on the scope of research.
According to a research, social performance is the
impact of organizations social activities that benefit
the society (28). It can also be defined as the extent
to which organizations extend its purpose toward
the society (26). Based on these definitions, this
study posits that social performance is the result of
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organizations activities that focus on creating
public values that benefit the society.

On the other hand, the literature indicates that
business performance is conflicting with social
performance especially in the context of SOEs
(5,9,27). This signifies the need for a factor to
resolve this issue. In this regard, the role of EO in
influencing business and social goals performance
has been long note and widely discussed in
literature. For instance, a study in the context of
SMESs has demonstrated a strong relation between
EO and financial and social performance (20). This
is supported by a review of the literature that found
most EO research shows that EO influences the
achievement of financial and social goals (29).
Moreover, several lines of research indicated that
EO plays an important role in influencing
performance of hybrid organizations in meeting
business goals while simultaneously pursuing the
social objectives (30-32). Moreover, EO has been
observed to affect both sport and economic
performance of sport clubs in Spain (33). All this
evidence affirms that EO plays a critical role in
meeting both business and social goals.

To a large extent, the evidence presented thus
far indicate that EO is essential in the process of
value creation. Moreover, numerous research has
observed EO as a driving force in creating business
values and social value. To further supported, a
research on SMEs in Mexico revealed that EO
creates value for customers and suppliers, and at the
same time improve employees and community
welfare (20). Additionally, a research by (34)
asserted that EO helps in generating economic and
non-economic benefit which include business and
financial  gains, employment  opportunity,
community involvement and social contribution.
Moreover, (26) argued that EO is essential for
business, community and social outcomes.

2.2.1 EO Dimensions and Its Impact on

Business and Social Performance

In literature, EO has been constructed as
unidimensional meaning that all dimensions of EO
are composited or composed as one construct (35).
This signifies that EO is stronger as a single
construct. However, some researchers argued that
each of EO should be viewed as multidimensional
constructs as each dimension work independently
and individually has varying effect on
organizational performance (23,36). This is further
supported by several research that found the effect

of EO dimensions on firms’ performance is
different between each dimension. For example,
(37) demonstrated innovativeness is the most
relevant as compared to proactiveness and risk
taking. Another research by (38) concluded that out
of five EO dimensions, proactivity was the highest
in predicting marketing performance while
autonomy was the highest in predicting operational
and financial performance.

In addition, the different between the impact of
EO dimensions on firms’ performance as shown in
literature is subject to the research context. For
example, in the context of sport clubs, two out of
three EO’s dimensions which are innovativeness
and risk-taking have positive effects on economic
performance (33). In newly start-up venture
context, risk-taking was found having strong
influence on firms performance while the other
two dimensions were found as insignificant (26).
Additionally, a research of Malaysian SMEs found
that three from five EO dimensions which are the
autonomy, competitive  aggressiveness  and
proactiveness have strong relationship with
performance (39). In South Korea, a research
revealed that innovativeness and proactiveness have
positive relationship with non-financial
performance but has negative relationship with
financial performance (25).

The presented evidence here indicated that EO
has been studied as multidimensional construct.
Moreover, although unidimensional EO has been
found to drive performance of organizations, yet
various research has showed that there are
variations in the effect of each dimension of EO on
organizational performance which worth to be
investigated in the context of SOEs. Since little
attention has been given to explore the impact of
EO dimensions on dual performance of SOEs,
therefore, this study will fill this void by pushing
forward the notion to examine the role of EO as a
multidimensional construct in meeting business and
social goals in the context of Malaysian SOEs.

2.3 Hypothesis and Research Model

This study aimed to examine the impact of
individual EO  dimensions (innovativeness,
proactiveness and risk taking) on business
performance and social performance. Underpinned
by RBYV, this study postulates that EO as a dynamic
capability able to influence the achievement of
business and social goals, and therefore, proposes
the following hypotheses.
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H1: Innovativeness is positively related to
business performance

H2: Innovativeness is positively related to
social performance
H3: Proactiveness
business performance
H4: Proactiveness is positively related to social
performance

HS: Risk Taking
business performance
Hé: Risk Taking is positively related to social
performance

is positively related to

is positively related to

The research conceptual model is illustrated in
Figure @1  comprises of  innovativeness,
proactiveness and risk-taking as the independent
variables. While the dependent variables consist of
business performance and social performance.

Innovativeness -
Business
Performance

Proactiveness
Social

Risk Taking Performance

Figure 1: Conceptual Model of the Research

3. RESEARCH METHODOLOGY
3.1  Questionnaire Design

This study applied quantitative method where
the data is gathered through structured

questionnaire survey. The questions in the survey
consist of the respondents’ perception of the level
of organizations’ EO  dimensions namely
innovativeness, proactiveness and risk taking and
perceptions on business and social performance.
The last part of the of the survey consisted of
questions about the demographic profile of the
respondents and the organization as shown in Table
1. To avoid potential bias in the response, the
questionnaires were validated by several subject
matter experts and modified according to their
suggestions. Additionally, the questionnaires went
through a pilot study before they were distributed to
the respondents. The value of Cronbach’s alpha in
the pilot study were above 0.7 indicating high
internal consistency of the survey items. The

Harman single factor test revealed a value of 49.5
percent of total variance indicating that common
method bias was not an issue for this study, which
is below 50 percent as recommended (40).

3.2 Measurement

The predictive relationship among the
constructs in this study were clearly defined. The
exogenous constructs consist of dimensions of EO
(innovativeness, proactiveness and risk taking)
while the business performance and social
performance were the endogenous constructs. The
constructs were measured using five-point Likert
scale with 1 = strongly disagree and 5 = strongly
agree. The indicators for innovativeness (three
items), proactiveness (three items) and risk taking
(three items) were adapted from (41) which have
been widely used by prior researchers (25). The
business performance measurement was adapted
from (42). The measures consist of five items
derived by the financial and non-financial aspect of
performance  which  includes  profitability,
efficiency, productivity, and growth. While the
social performance was adapted from (43) and
modified to fit the context of this study. The social
performance contains 6 items that measures
organizations’ contribution toward societies and
employee’s welfare.

3.3  Data Collection and Demographic Profile

This study focuses on Malaysia’s SOEs known
as government linked companies (GLCs). The
GLCs are defined as companies that are either fully
or partly owned by the government through
government linked investment companies (GLICs)
or other agencies (44). Given the existence of GLCs
since the eighties and the fact that they have gone
through various economic and political landscape,
make them a suitable choice for this study. The list
of GLCs was collected from the official portals of
GLICs namely Employee Provident Fund,
Lembaga Tabung Angkatan Tentera, Permodalan
Nasional Berhad, Lembaga Tabung Haji,
Retirement Fund Incorporated and Finance Minister
Incorporated. The number of GLCs in this study
were 266 comprises of parent companies excluding
the subsidiaries which was used as the sample. The
respondents were among the leadership groups in
the organizations due to their proficiency in the
operation and strategic decisions.
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Furthermore, of the 266 administered
questionnaires, 82 were received indicating a
response rate of 31%, which can be taken as good
response rate considering the small size of the
population. The initial analysis revealed that no
outliers and missing values were found in the data
set affirming there was no issue in data collection.
As shown in Table 1, majority of respondents were
top level management level that fell within the age
of 40 to 49 (54.9%) and 50 to 59 years old (31.7%)
indicating the data concerning respondents’ age is
evenly distributed. In addition, the result of gender
profile (84.1% male) signifies male dominancy in
GLCs leadership. Moreover, most of respondents in
this study are from GLCs in service sector (62.2%).

Tablel: Demographic profile

Profile Means Percentages
Gender Male 69 84.1
Female 13 15.9
Age <40 years old 9 11
40-49 years old 45 54.9
50-59 years old 26 31.7
> 60 years old 2 2.4
Position CEO 13 159
MD 8 9.8
COO 6 7.3
CSO 5 6.1
CFM 3 3.7
GM 21 25.6
Others 26 31.7
Industry  Construction 3 3.7
Service 51 62.2
Industrial 3 3.7
Plantation 9 11
Property 6 7.3
Trade 3 3.7
Others 7 8.5

Note: Chief Executive Officer (CEO), Managing Director
(MD), Chief Operating Officer (COO), Chief Strategic
Officer (CSO), Chief Financial Officer (CFM), General
Manager (GM)

3.4  Data Analysis

The partial least square structural equation
model (PLS-SEM) was applied to test the
measurement and structural model, and hypothesis
using Smart PLS software. PLS-SEM was used due
to its ability to analyze small sample size and for its
statistical power (Hair et al., 2017). The path
analysis was used for hypothesis testing for this
study. A bootstrapping procedure of 5000 re-
sample was applied for loadings and path
coefficient estimation.

33

4. FINDINGS

This study examined the impact of individual
EO dimensions (innovativeness, proactiveness and
risk taking) on business performance and social
performance. The evaluation metrics for
measurement models includes the reliability,
convergent and discriminant validity. While for,
R2, f2 and path coefficient were among the metrics
used for structural model assessment. The results of
measurement and structural model are as follows.

3.1 Construct, Convergent, and Discriminant
Validity
Table 2 revealed the result of loading,

Cronbach’s alpha, composite reliability (CR) and
average variance extract (AVE). The test indicated
that all the items of the constructs exceed minimum
loading value of 0.7. Some of items with loading
values well below 0.7 but above 0.6 were also
considered. Moreover, the Cronbach’s alpha values
for all the constructs were greater than 0.7 which
indicate strong reliability except for innovativeness
(0.684). But its composite reliability value was
0.823 whish was sufficient to indicate internal
consistency. All other constructs showed composite
reliability result above 0.8 indicate strong internal
consistency. The test revealed that the value of
AVE was above 0.5. All these results of
measurement model analysis confirm the reliability
and validity of the data.
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Table 2: Measurement Model Assessment

Table 3: Cross Loadings

Items Loading Cronbach’s CR AVE Inno Proac Risk BP SpP
Innovativeness (Inno) Innol 0.769  0.571 0.642  0.602 0.588
Innol 0.769 0.684 0.823  0.68 Inno2 0879 0.681 0.554 0.628 0.586
Inno2 0.879 Inno3 0.879 0.681 0.554 0452 0.292
Inno3 0.686 Proacl 0.695 0.866 0.642  0.63 0.485
Proactiveness (Proac) Proac2 0.674 0.899 0.708  0.657 0.528
Proacl 0.866 0.865 0.823  0.787 Proac3 0.709 0.896  0.771 0.757 0.619
Proac2  0.899 Risk1 0.68 0.752  0.837  0.67 0.462
Proac3  0.896 Risk2 0.673  0.731 0924 0.71 0.585
Risk Taking (Risk) Risk3 0291 0479 0.738  0.35 0.387
Riskl1 0.837 0.787 0.874  0.699 BP1 0.663  0.665 0.514 0.835 0.488
Risk2 0.924 BP2 0.538  0.599 0.645 0.805 0.477
Risk3 0.738 BP3 0.612 0.695 0.585 0.809 0.416
Business Performance (BP) BP4 0.558 0.546  0.549  0.827 0.657
BP1 0.835 0.883 0914 0.787 BP5 0.627  0.668 0.675  0.847 0.599
BP2 0.805 SP1 0.4 0.395 0.345 0443 0.756
BP3 0.809 SP2 0467 0476 0429 0.558 0.801
BP4 0.827 SP3 0.508 0.444 0393 0.53 0.754
BP5 0.847 SP4 0.308 0411 0475 0295 0.64
Social Performance (SP) SP5 0.652 0.545 0.529 0.54 0.875
SP1 0.756 0.858 0.894 0.587 SP6 0.587 0.536 0482 0.525 0.752
SP2 0.801
Table 4: Discriminant Validity

SP3 0.754

BP Inno  Proac Risk SpP
SP4 0.64

BP 0.825
SP5 0.875
Inno 0.729  0.782

opo 0.72 P 0773 0.781
Note: The Table shows the values of loadings; roac ’ ' 0.887
Cronbach’s alpha; CR=composite reliability; Risk 0.722  0.692  0.801  0.836
AVE=average variance extract SP 0.637 0653 0618 058  0.766

The discriminant validity differentiates a
construct from other construct. It can be measured
by assessing the cross-loading of items of respective
construct. Table 3 demonstrates that all the items of
respective construct have higher loading values as
compared to lower loading values of items of other
constructs. Moreover, considering (46), Table 4
shows that the square root of average variance
extract (AVE) between each construct and its
measures are greater than the average variance
between constructs. All these results indicated that
discriminant validity was established for this study

Note: The Table shows the AVE values (highlighted in
bold) are higher than AVE of other constructs.

3.2 Structural Model Assessment

Following Hair et al. (2014), the VIF values
cut off point is below 5 and the analysis result
indicate VIF value 1 to 3. Thus, the result affirms
that this model has no collinearity issues. To test in-
sample  predictive power, the coefficient
determination or R? analysis was performed. The R?
analysis is to test the strength of linear relationship
between two constructs and the value should be
between 0 to 1. The analysis of the path model
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revealed that the exogenous construct explains
65.6% of the variation of the business performance
(R?=0.656) and 46.6% of social performance (R* =
0.466). Further, the effect size (f?) is to indicate
which of the EO dimension has stronger effect on
business and social performance. The result as in
Table 5 indicates that innovativeness has stronger
effect on social performance while proactiveness is
stronger on business performance compared to
other EO dimensions.

Table 5: The result of VIF, f°, and R’

VIF 2 R?
Inno -> BP 2.648 0.087 0.656
Inno -> SP 2.648 0.118 0.466
Proac -> BP 3.853 0.101
Proac -> SP 3.853 0.013
Risk -> BP 2.884 0.055
Risk -> SP 2.884 0.018
The PLS-Predict was performed using

3.3  Hypothesis Testing

The hypothesis testing revealed that
innovativeness has positive influence on business
performance (f =0.281; p<0.05) and social
performance ( =0.416; p<0.05). Hence, hypothesis
1 and hypothesis 2 were statistically supported. The
analysis further revealed that proactiveness has
positive effect on business performance (f =0.367;
p<0.05), supporting the hypothesis 3. However, the
analysis revealed a negative relationship of
proactiveness on social performance (f =0.162;
p>0.05) and thus, hypothesis 4 was statistically
rejected. Despite of other research that indicates
positive relationship between risk taking with
business and social performance (49), this study
revealed unexpected findings where the
relationships between risk taking and business
performance (B =0.233; p>0.05), and social
performance (f =0.163; p>0.05) were found not
significant. Hence, hypothesis 5 and hypothesis 6
were statistically rejected.

Table 7: Hypothesis Assessment

bootstrapping procedures of 5000 resampling. B SD t- p- Decision
Table 6 shows the analysis result of Q2 that — values  values
confirm predictive power of this model. Following 1;1;,10 0281  0.122 2.301 0.021 Supported
(48), majority of PLS-SEM (RMSE) values were o>
lower than LM (RMSE) value indicating moderate _SP 0416 0.161 2585 001 Supported
predictive power. Er]‘;‘;c 0367 0.139 2635  0.008 Supported
Table 6: Predictive Power Erg;c 0.162  0.165 0.987 0323 I;,?;)poned
PLS-SEM LM :
Items *predict Risk > Not
Qp (RMSE) (RMSE)  pp 0233 0124 1874 0061 o
Business Performance (BP) gfifp 0163  0.157  1.041 0298 I;"t
upported
BP1 0.426 0.623 0.613 Note: the table shows the 3 = Beta value; SD = Standard
BP2 0.381 0.704 0.755 Deviation; t- values; the effect size of the model
BP3 0.444 0.575 0.564
BP4 0.269 0.572 0.6 5. DISCUSSIONS
BPS 0.454 0.566 0.591 The main objective of this study is to examine
Social Performance (SP) the influence of EO’s dimensions on business and
SP] 0124 0.699 0726 social performance. Thus, the causal link between
' ) ' innovativeness, proactiveness and risk taking with
SP2 0.214 0.655 0.67 business and social performance were hypothesized
SP3 0212 0.61 0.653 to achieve the research objectives. Although the
literature concurred the critical role of EO on
Sp4 0.097 0.63 0.638 organizational performance (50), the findings of
SP5 0.35 0.532 0.59 this study indicated a varying effect of EO
SP6 0282 0.595 0.644 dimension on the business and social performance.

Note: The value (in bold) indicate the PLS-SEM RMSE
lower than in LM RMSE.

As shown in Table 7, from six hypothesis, 3
hypothesis (H1, H2 and H3) were significant while
the other three hypothesis (H4, H5 and H6) were
found to be insignificant.
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The findings for hypothesis 1 and hypothesis 2
were expected as it was in line with the findings of
other research that found positive relationship
between innovativeness of EO on business
performance (25,51) and social performance (52).
Furthermore, the result was consistent with (39)
that found positive relation of proactiveness and
business performance in the context of Malaysian
SMEs. Additionally, some research has shown that
the impact of each EO dimension on firm
performance varies depending on the research
context. For example, a multigroup analysis on
SMEs in China, Mexico and Spain indicated that
the effect innovativeness, proactiveness and risk-
taking each have different effect on SMEs
performance in each country (53).

Furthermore, although the findings revealed
an insignificant relationship between of risk-taking
with both business and social performance (H5 and
Ho6) is not as expected, yet the result is also
consistent with other research findings. To shed
some light on this, some researchers have found
negative effect of risk taking of risk-taking of EO
on business performance (25,39,54), and social
performance (55). This is further supported by (26)
that found a weak relationship between risk taking
and social performance. Moreover, (56) found that
from the three dimensions of EO only risk taking
has negative relation with competitive advantages
of organizations. This suggests for organizations
not to embark on high-risk investment blindly.

Based on the profile data, several
demographic factors may influence the findings of
this study. Firstly, majority of the respondents are
among the top management groups. The literature
shows that leadership in SOEs are shadowed by the
political or government influences (57,58). The
bureaucratic structure and processes in SOEs
influence leadership effectiveness and the decision
making process incline toward top down approach
(2,58,59). It was argued that rather than taking
decisions that are bold and risky, the leadership are
more likely to favor stability (5). Secondly,
majority of the organizations in the survey were in
service sectors. The service providers are among
the key players in the industry such as
transportation, utilities, and others. The companies
in this sector experience low competition among
SOEs and private-owned companies and they are
well supported by the government (60). However,
this situation often leads to complacency that
reduce the drive to seek opportunity and to

innovate, and is more likely to be risk averse
(12,61).

Despite the essential role of EO in influencing
performance of organizations (5,14), however as
shown in Table 7 not all dimensions of EO
influenced performance which is consistent with
other research (5,53). It can be concluded from the
findings of this study that innovativeness is the
most relevant dimension of EO in predicting both
business and social simultaneously  while
proactiveness is important in influencing business
performance. Thus, this implies that combination of
innovativeness and proactiveness would help
organizations in improving profitability, efficiency,
productivity, and market share and simultaneously
create public values by improving its welfare
toward the employees and societies.

6. RESEARCH IMPLICATIONS

This study adds new knowledge to the existing
literature on the role of EO in influencing the
achievement of performance of organizations from
business and social aspect simultaneously. This
study is based on the approach that explore EO as
multidimensional consist of innovativeness,
proactiveness and risk-taking. Although many
researchers concurred that EO should be treated as
single construct (14,35), however based on the
literature there a variation in the impact of each of
EO dimensions (37). The findings of this study
signify that combination of innovativeness and
proactiveness of EO are essential for value creation
process that will benefit all the stakeholders as the
findings revealed that innovativeness has the
highest effect on social performance while
proactiveness on business performance. This can be
achieved by being the leader in new product of
services development, leveraging on current
technology and reengineering old process and
procedures.

Furthermore, research that investigate the
effect of EO in the context of SOEs’ performance is
still limited in literature. Additionally, this study is
among the first to investigate the role of EO as
multidimensional construct in influencing business
and social performance simultaneously in the
context of SOEs. This study provides empirical
evidence on which EO dimensions that should be
the focus area in order for organizations to enhance
the value creation process and to fulfill the interest
of all stakeholders. Moreover, by examining EO
dimensions as dynamic capability and its
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importance in value creation process, the empirical
findings of this study contribute new knowledge to
the RBV and EO literature.

Furthermore, this study provides new insight
to the policy makers and the management of SOEs
on how to improve the value creation process and
therefore meeting the business and social goals.
Although business and social goals are arguably in
literature in conflict with each other (5,9,27), the
findings of study signify that by increasing EO
capability especially in innovativeness and
proactiveness aspect of EO will help organizations
in finding solutions to every problem or conflict.
By improving the achievement of business and
social goals through EO implies that the interest of
all stakeholders can be met simultaneously. The
role of EO in resolving conflict between business
and social goals has been long noted by researchers
(20)(cite). Moreover, through EO, it will encourage
organizations to proactively explore new
approaches and look for new opportunities
simultaneously to increase the effectiveness in
meeting organizational goals.

As a whole, SOEs should invest more in
developing EO since the findings of this study that
is supported by various research indicate that EO is
critical in improving performance of organizations.
Since the findings of this study indicate that
innovativeness and proactiveness are more
functional in predicting business performance. This
suggest that the management of SOEs should
increase the level of innovativeness and constantly
create new values such as to experiment in
developing new product or service, new market and
be more proactiveness in seeking opportunities
which can be transformed into values that benefits
the stakeholders.

7. LIMITATION AND FUTURE RESEARCH
This study has several limitations which in
turn present opportunities for future research. This
study used cross sectional design where data is
collected at specific point of time. The cross
sectional design is limited in establishing the causal
effect relationship. Therefore, longitudinal study
can be applied for future research as it allows
detection of any changes and provides clearer
understanding of the findings which is more useful
to achieve the objective of this study. Additionally,
the business and social performance are measured
based on respondents’ perceptions where they may
be bias in answering the survey. In would be more

insightful if factual data on GLCs performance
which is based on published report is used to
compare with the survey data of this study.
Moreover, this study is also limited by relatively
small numbers of GLCs that may also affect the
outcomes of this study.

Furthermore, as mentioned earlier that the
study of the impact of EO on business and social
performance relationship has been carried out in
various context. This study is an effort to find a
solution to the conflict between business and social
performance faced by most organizations,
especially the SOEs through EO. There is a future
research opportunity since research that explore the
effects of EO dimensions on business and social
performance simultaneously is still limited in
literature. Moreover, qualitative research can be
applied to gauge deeper understanding of the issues
of conflicting priorities of SOEs and the extent to
which EO can resolve the issues. Moreover, the
subjective measure of qualitative research can be
used to complement the objective findings of this
study.

In addition, the role of EO in influencing
business and social performance can be further
refined by including other types of unit analysis
such as the lower and middle management levels to
obtain different perception on the role of EO in
organizations. Moreover, the current unit analysis
which is the top level management may overstate
their survey responses. Lastly, the conceptual
model of this study focuses on EO dimensions as
the independence variables. It would be more
meaningful if the model is further expanded by
including moderator or mediator.

8. CONCLUSION

EO has been recognized as an essential factor
that influence dual performance. However, the
literature is still uncertain about the relationship of
each dimension of EO with business and social
performance. Therefore, this study will fill this void
by examining EO as multidimensional construct
and examined the direct effect of innovativeness,
proactiveness and risk taking on business and social
performance. For this purpose, this study uses
Malaysian SOEs (GLCs) as the background of
research since it has been established for several
decades and has gone through various economic
and political situations.
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The findings of this study support prior views
that EO dimensions differ in their effect on firm
performance. Moreover, the study confirmed that
there is a direct positive effect of innovativeness on
business and social performance, and the effect of
proactiveness on business performance. This
suggest that more focus should be given to increase
innovativeness to create values for all the
stakeholders while proactiveness is useful in
creating values for the shareholders. This also
implies innovativeness and proactiveness can be
complement with other to strengthen the value
creation process. In conclusion, the findings of this
research contributed new knowledge to the vast
literature, and for future, research model should
include other factors including moderator or
mediator to provide a better understanding of the
complexity in value creation process by SOEs.
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