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ABSTRACT

Radical innovation is an exploration of new technology or development of new business,
products or process that transform the economies of a business. Thus, to develop radical
innovation there must have factors analysis to be considered. This research basically set
out to identify internal factors affecting radical innovation readiness toward organization
performance of ICT SME’s. The objectives of this study are to identify the internal factor
and to analyze relationship between internal factors, radical innovation readiness and
organization performance. The factors analyses are choose based on the problem
identified in the past research. The problem when dealing radical innovation is high cost
of R&D and long payback period, uncertainty how to manage a radical innovation,
largely unknown size of market and customer needs and difficultness of getting feedback
by secrecy because of competition threat. This research used quantitative method to
collect and analyze the data. Thus, questionnaires will be used as a method to collect
primary data. There are 120 respondents from ICT SME’s who responded this research.
The result of this research is interpreted by using SPSS version 20 to testing relationship
between variables. From the findings, all these internal factors which are financial, top
management support and infrastructure are have a strong relationship with radical
innovation readiness and organizational performance respectively. The results showed a
complete analysis of the demographic characteristics of all respondents by construct
frequency tables and chart. The results from reliability analysis all variables are accepted
and the items in questionnaires have a good internal consistency. The finding obtained
from this research hope will be useful for ICT sectors in Malaysia to enhance their
innovation activities more radically to become pioneer of radical innovation in the

worldwide.
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ABSTRAK

Inovasi radikal adalah penerokaan teknologi baru atau pembangunan perniagaan baru,
produk atau proses yang mengubah ekonomi perniagaan. Oleh itu, untuk membangunkan
inovasi radikal mesti mempunyai analisis faktor yang perlu dipertimbangkan. Kajian ini
pada dasarnya dinyatakan untuk mengenal pasti faktor-faktor dalaman yang
mempengaruhi kesediaan inovasi radikal terhadap prestasi organisasi ICT PKS. Objektif
kajian ini adalah untuk mengenalpasti faktor dalaman dan untuk menganalisis hubungan
antara faktor-faktor dalaman, kesediaan inovasi radikal dan prestasi organisasi. Faktor-
faktor analisis yang pilih berdasarkan masalah yang dikenal pasti dalam kajian yang
lalu. Masalah ketika berhadapan inovasi radikal adalah kos yang tinggi R & D dan
tempoh bayaran balik yang panjang, ketidakpastian bagaimana untuk menguruskan
inovasi radikal, saiz pasaran yang tidak diketahui dan keperluan pelanggan serta
kesusahan untuk mendapatkan maklum balas dengan kerahsiaan kerana ancaman
persaingan. Kajian ini menggunakan kaedah kuantitatif untuk mengumpul dan
menganalisis data. Oleh itu, soal selidik yang akan digunakan sebagai kaedah untuk
mengumpul data primer. Terdapat 120 responden dari ICT PKS yang memberi maklum
balas kajian ini. Hasil kajian ini ditafsirkan dengan menggunakan SPSS versi 20 untuk
ujian hubungan antara pembolehubah. Dari hasil kajian, semua faktor-faktor dalaman
iaitu kewangan, sokongan pengurusan atasan dan infrastruktur adalah mempunyai
hubungan yang kukuh dengan masing-masing kesediaan inovasi radikal dan prestasi
organisasi. Hasil kajian menunjukkan analisis lengkap ciri-ciri demografi daripada
semua responden oleh jadual kekerapan membina dan carta. Hasil daripada analisis
kebolehpercayaan semua pembolehubah diterima dan item dalam soal selidik
mempunyai ketekalan dalaman yang baik. Hasil yang diperolehi daripada harapan
kajian ini akan berguna untuk sektor ICT di Malaysia bagi meningkatkan aktiviti inovasi
mereka lebih radikal untuk menjadi perintis inovasi radikal di seluruh dunia.
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CHAPTER 1

INTRODUCTION

1.1  BACKGROUND OF THE STUDY

The purpose of this study is to clarify internal factors affecting radical innovation
readiness toward organization performance of ICT SME'S. It begins by describing briefly
the issues or problems faced in the Information & Communication Technology (ICT) on
the innovation activities. According to the Master Plan SME 2012-2020, the issue and
challenges faced in SME are (i) lack of adoption of innovation and technology, (ii) lack
of human capital development, (iii) lack of funding, and (vi) infrastructure. Based on
related issue, this study will measure level of readiness to determine whether the
organization is ready to make radical innovation. Then, research questions are developed
based on the problem related and questioned by researcher. After that, research objectives
are constructed based on the research question to achieve findings on this study. The
details of information about this research can review in the literature review chapter.
Besides that, the researcher used quantitative method as the method of this research. The
related issue of internal factors affecting radical innovation readiness to enhance

organizational performance of ICT SME's will synthesis to produce (i) research
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objectives, (i) statement of problem or research question (iii) literature review (iv)

research methodology and (vi) the assumption of the study.

1.2 PROBLEM STATEMENT

SMEs play a vital role in the Malaysian economy and are considered to be the
backbone of industrial development in the country (Salleh and Ndubisi, 2002).
Researcher found that the challenges or problem that related to the research are obstacles
facing for innovation activities of SME and problem when dealing with radical

innovation.

Innovation is an important tool that provides opportunities to the new inventions
and building of new markets (Kuhn & Marisck, 2010). Thus, in the presence of
innovation, the overall firm performance would enhance (Rosli & Sidek, 2013).
However, there are obstacles facing by SMEs for innovation activities to enhance quality
of products or services. According to the survey of Associated Chinese Chambers of
Commerce & Industry of Malaysia (2012), the main obstacles facing for innovation
activities, are; (1) financial difficulties, (ii) lack of enthusiasm of company leadership, (iii)

lack of research personnel, (iv) lack of creativity of research personnel, and etc.

Next, the researcher has narrowed down to the main problem which related to this
study. Radical innovations involve substantially a new technology that creates a dramatic
change in products or process. Therefore, Groenewegen & Langen (2012), stated that

problems when dealing with radical innovations are; (i) high cost of R&D and long
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payback period, (ii) uncertainty how to manage a radical innovation, (iii) largely
unknown size of market and customer needs, (iv) difficultness of getting feedback by
secrecy because of competition threats and etc. Therefore, the focus of this research is to
investigate what are the organizations factors that influence radical innovation readiness

toward organization performance.

1.3 RESEARCH QUESTIONS

To pursue the research related to the internal factors affecting radical innovation
readiness towards organizational performance ICT SMEs, this study needs to answer the

following question:

I.  What are the internal factors affecting radical innovation readiness of ICT
SME"s?
II. How far does the internal factor affecting radical innovation readiness
influence organizational performance of ICT SME'S?
III.  What is the suitable radical innovation readiness model focusing on

internal factors for ICT SME‘s?
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1.4 RESEARCH OBJECTIVES

The research objectives of this study are:

I.  To identify internal factors that influencing radical innovation readiness of
ICT SME'S
II.  To analyze the relationship between internal factors of radical innovation
readiness towards organizational performance of ICT SME"s
III. To propose a radical innovation readiness model focusing on internal

factor for ICT SME'S

1.5 SCOPE AND KEY ASSUMPTIONS OF THE STUDY

1.5.1 Scope of the study

Small and Medium Enterprises (SME) is the known well to the world business
today. There are no doubt those economic activities most largest are from SME that
evolving worldwide. Currently, innovation adoption in Malaysia SMEs industry is still
under exploited. Most of the SMEs use incremental innovation to increase their
productivity. In this study, researcher focused on ICT industry to develop a model of
radical innovation readiness to enhance organization performance to the new invention of
innovation. The location of the study is focus in the ICT companies in the Klang Valley.
The researcher chooses ICT sector because ICT has become an important sector in
Malaysia“s economic development. Besides that, this sector has become a very important
industry due to its rapid growth and its role in stimulating expansion for other industries

in Malaysia.
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1.5.2 Key Assumption of the Study

The main purpose of this study is to identify which factors that influence radical
innovation readiness. Then, to see whether radical innovation influence in the
organization performance of ICT SMEs. This research can used in term of readiness in
organization to move forward by making a radical innovation to increase organization

performance.

1.6  SIGNIFICANT OF THE STUDY

As stated earlier, in a competitive business world, innovation can be considered as
one of a survival tool for any industry. Generally, technology innovations have changed
the international trade market, industries business structure, survival and growth of new
and existing industries. These changes in market structure and technology innovation
have a very high impact on high-tech industries such as Information Technology (IT),
engineering, infotainment and multimedia. In line with this, for firms and industries to
stay competitive in the dynamic and global environment, there is a need to constantly

develop innovation activities and stay ahead in the business world.

The findings obtained from these researches will be useful for ICT industries to
enhance their innovation activities more radically to become pioneer of radical
innovation in the worldwide. The proposed model of radical innovation readiness hope

will be used in ICT SME'S to strengthen their business activities.
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1.7 SUMMARY

Thrust One of the Ninth Malaysian Plan identifies the Information and
Communications Technology (ICT) sector as one of the areas vital for Malaysia's
economic growth. Therefore, the researcher has taken this opportunity to study about
internal factors affecting radical innovation readiness among the organizations. This
chapter presents a problem statement, research question, research objectives, scope of

study and significant of study.
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