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Abstract - Performance of a company is typically
considered and concerned in the present. The purpose
of this study is to examine the relationship model
among the constructs, namely dynamic capability,
corporate image, innovativeness and corporate
performance. The
mail
questionnaires
were
distributed, and 112 companies were returned for a
total response rate of 32%. The method of partial least
squares structural equation modeling (PLS-SEM) was
employed to analyze the data. It found that dynamic
capability
affected directly
the
effects
of
innovativeness, and indirectly the effects of corporate
image. Moreover, innovativeness and corporate image
affected corporate performance.
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1.

Introduction

According to dynamic capability for seeking
new opportunities, allocating bundled resources and
creating an innovation, were taken into consideration
as the factors which affect better performance for a
company [10].
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Dynamic capability is identified to be a valuable
asset, [23] which cannot be purchased from
anywhere, but it has to be developed within a
company. It is also able to transfer it to another
company, such as a company that provides
differentiation in both of capability and resources,
Grant (1991) [8] mentioned that it could drive better
performance and image for an organization.
From previous reviews under the notion of
dynamic capability, it is found that the changes
within a company and a proper evolution of
innovative capability were forced by dynamic
capability [17]. However, the study of the
relationship of dynamic capability and innovative
capability linked through corporate performance in
Thailand country is rare. It is therefore the present
study aims to examine the relationship model among
variables, namely dynamic capability, corporate
image, innovativeness and corporate performance.
2.

Literature Review

2.1 Dynamic Capability and Innovativeness
Dynamic capability simply came up from the
concept of resource-based view (RVB). This notion
explains the characteristics of a competitive resource
as in four properties namely valuable, rare,
inimitable, non-substitutable [2]. Strategically, not
only competitive advantage of a company but also
the ability to adapt itself in any uncertain situation
makes a company reached higher performance
among its competitors [23]. To formulate any
strategic policy based on dynamic capability of a
company, the bundled resources have to be allocated
according to the current and future situation [5].
Innovative capability is assessed by the ability
in conjunction with product development,
characteristic of differentiated products and services,
and past three years of innovation counts, as well.
[22]. Dynamic capability affects to innovativeness of
a company. If an organization is able to integrate
resources and innovation, it can launch a valuable
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product and service to the customers [5].
Innovativeness of a company comprises knowledge
of both internal and external organization, which can
be applied afterwards. It is therefore dynamic
capability in the dimension of creating, seeking,
integrating new knowledge with the existing
knowledge, or arrangement with other companies in
the matter of perception and opportunity leads to
innovativeness. The hypothesis can be proposed as
given.
H1: Dynamic capability affects innovativeness.
2.2 Dynamic Capability and Corporate Image
Image and reputation of a company are
generally identified by the position of all
stakeholders. [19]. The degree of customer loyalty
has a tendency to be higher when perceptions of both
corporate reputation and corporate image are strongly
favorable. The perception of stakeholders to the
manner of company’s activities, it is related
concerning company’s reputation, image and brand
loyalty [15]. Corporate image and reputation can be
assessed by the perception of all stakeholders
through company’s evolution and activity [4].
However, it is still unclearly enough how important
is corporate image in the view point of internal staffs.
For instance, in the case of having dynamic
capability, not only innovation is launched but also
corporate image is influenced. So, the second
hypothesis should be given as;

H3: Innovativeness affects relating corporate
image.
2.4 Innovativeness and Corporate Performance
The attempt to develop company’s performance,
innovation, and image comes from company’s
operation. Moreover, the better performance reflects
innovation development and competitive advantage.
Company or corporate performance is traced from
operation and determined by sales volume, margin,
net profit, return on investment etc. Alternatively, not
only the monetary return, but the other advantage are
able to employ namely reduced time of operation,
productivity, cost control, novel product, market
share, marketing development and human resource
development [1]. The company that develops better
innovation seems to reach higher performance and
effectiveness within the same business sectors [12].
The fourth hypothesis can be presented in the
following;
H4: Innovativeness affects corporate
performance.

36

H2: Dynamic
image.

capability

affects

corporate

2.3 Innovativeness and Corporate Image
The company's innovation is valuable, non substitutable,
unique
and difficulty for
the
competitors to inimitate,
this
will
generate
competitive advantage for them [3]. Also, if it is the
first move toward the market, it seems corporate
image promotes over its competitors. It established
loyalty by customers and employees to the brand, or
repurchased products and services. Income will be
further generated for a company. In other words,
innovativeness supports corporate image in particular
industry for making domination and modernization.
This is how preferable image can be moved to
customers and employees, company loyalty, brand
loyalty, and willingness to develop new products and
services continuously [25]. The third hypothesis can
be presented as;
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2.5 Corporate Image and Corporate Performance
To retrieve positive image categorized as
intangible asset for developing a sustainable
competitive advantage for a company [3]. The factors
concerned with a competitive advantage are in value
of brand, reputation and innovativeness [24]. As a
result, corporate image and brand’s reputation are the
fundamental business success [20]. So, the fifth
hypothesis can be proposed as;
H5: Corporate image affects corporate
performance.
3. Research Methodology
To examine the model of dynamic capability
that affects corporate performance, the total company
of 2,980 companies, from the registered list
organized by the Department of Business
Development, Ministry of Commerce, Thailand. The
number of samples were drawn by Krejcie and
Morgan [11]. The samples were identified at 340 and
selected by systematic random sampling. The mail
questionnaires were sent out, which is representing
research objectives and oriented details. The
telephone was used to communicate randomly with
the respondents, who received mail questionnaire.
There were 112 respondents or 32 percent mailed
returned. The response bias was examined by using
the data of age and year operation. The groups of
early response by 75 percent and 25 percent of late
response were not different (p>0.05). It can be
concluded that the overall pattern of response among
these two groups is not problematic for this study.
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3.1 Measurement scale
The authors have developed research tool as
questionnaire by considering the previous scholar
study. It was approved formerly through the pilot
study. For each construct, dynamic capability was
adapted from Makkonen et al. (2014) [17]. It is
composed of 6 items such as sensing and seizing,
knowledge
creation,
knowledge
integration,
reconfiguration, leveraging, and learning.
These
items were identified in 7-point Likert scale (1=
strongly disagree, 7 = strongly agree).
The construct of innovativeness was adapted by
Lin, Su & Higgins [13] and Schilke [22]. It assessed
the ability to develop, characteristics of products,
pattern of products or services, differentiation, and
examined for past three years operation. These items
were identified in 7-point Likert scale (1 = strongly
disagree, 7 = strongly agree). The construct of
corporate image was adapted from Nguyen &
Leblanc [15]. The respondents were assigned to
compare themselves to their competitors through
reputation, brand loyalty of customers, brand
personality. These items were identified in 7-point
Likert scale (1 = worst, 7 = best).
3.2 Measurement model assessment
All hypotheses were examined by using Partial
least square structural equation model (PLS-SEM)
[9]. The tests of the effect observe variable to latent
variable; PLS-SEM technique on to R plspm package
software program [18]. The analysis procedure was
followed by Sanchez [21]. The components of the
model composed of outer model (or measurement
model) and inner model (or structural model).
Table 1 Composite reliability, Cronbach’s alpha, AVE,
VIF, and 1st Eigen
AVE

VIF

1st Eigen

0.871

𝛼

0.801

0.716

2.888

2.150

0.930

0.900

0.769

2.006

3.080

0.841

0.756

0.671

2.053

2.020

0.947

0.915

0.856

3.121

2.570

0.918

0.821

0.848

3.237

1.700

Learning
Dynamic
capabilities
(Formative)
Innovation

0.917

0.863

0.786

3.050

2.360

0.000

0.000

0.000

0.000

0.000

0.947

0.925

0.817

2.622

3.270

image

0.922

0.883

0.688

2.786

3.450

Performance

0.926

0.904

0.676

2.635

4.060

Constructs
Sensing and
seizing
Knowledge
creation
Knowledge
integration
Reconfiguration
Leveraging
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Per Table 1, Assessment of unidimensional reflective
indicators that measure the latent variable, in PLS
comprises three main indices in order to check the
Cronbach's alpha (𝛼) [16], and the 1st eigen value of
the indicators' correlation matrix. Constructs’
reliability was examined through both composite
reliability and Cronbach’s alpha, and both values are
0.70
(Nunnally,
1978).,
This sufficiently
indicated the instrument was reliability. The AVE
values for reflective model greater than 0.5, indicates
convergent validity for reflective constructs [9]. The
1st Eigen value was addressed over 0.70 and 1
respectively. The scales were unidimensional and
proper to be latent variables. To evaluate convergent
validity of the formative construct (Dynamic
capabilities), multicollinearity was checked by the
means of VIF value and, the results of these analyses
indicate that their values below refers the threshold 5.
Table 2. Squared roots of AVE, R2, GFI

Constructs
Dynamic
capabilities
(dc)
Innovativeness
(inno)
Corporate
images (img)
Corporate
performance
(Perf)
R2
GFI = 0.7

dc
Formative

inno

img

0.056

0.904

0.358

0.641

0.829

0.412
0.995

0.672
0.292

0.730
0.456

Perf

0.822
0.658

Table 2 shows the square root AVE values on the
diagonal and the squared interconstruct correlations
of the diagonal. All constructs were employed except
dynamic capabilities (dc) since this construct is
formative measurement scales. Discriminant validity
assessment considering √𝐴𝑉𝐸, the criteria was based
on whether √𝐴𝑉𝐸 is higher than the square
interconstruct correlations for each column.
This method was employed and followed by
Fornell-Larcker [7]. Comparatively, reflective
indicator loadings were higher than their relevant
cross loading, supporting additional verification of
discriminant validity. Thus, the reflective
endogenous (innovativeness (inno), corporate image
(img), corporate performance (perf)) were formed
using
different
constructs.
The secondorder construct dc is a formative scale, then the
items measurement discriminant validity were
checked by tolerance and VIF values, and the result
confirm that all latent constructs were different to
measure the second-order construct dc, and no sign
of multicollinearity were found.
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The amount of variances in the endogenous
were explained by independent latent variable
presented by R2 values. Dynamic capabilities (dc)
were explained by six exogenous variables (R2=
99.50%) with high level. The innovativeness (inno)
was explained by dc (R2= 29.20%) as low level,
while the corporate image (img) was explained by

inno and dc (R2=45.60%) indicating the moderate
level. The corporate performance (perf) can be
evaluated by two latent variables (inno, img), it
revealed R2 = 65.80% with indicated as high level
[21]. The goodness-of-fit index (GFI) was 0.7,
supported by the acceptable of overall prediction
performance of the model.

Figure 1. Path Model and PLS-SEM estimates.
Note: *** p < 0.001; dashed line represents non-significant relationship

4. Results
4.1 Structure model assessment
Considering Figure 1, which shows testing of
bootstrap at 95% confidence level and, it is found
that dynamic capability plays positive effect
respecting innovativeness (H1). However, dynamic
capability is not connected to corporate image (H2).
Besides, H3, H4 and H5 were supported. In details,
innovativeness affects to corporate image.
Innovativeness
affects
positively
corporate
performance (H4). Corporate image had positive
effect to corporate performance (H5).
5. Discussion
In these findings, the dimension of dynamic
capability composes sensing and seizing, knowledge
creation, knowledge integration, reconfiguration,
leveraging, and learning. These constructs affect
higher innovativeness of a company. Similarly,
Wang & Ahmed [26] mention that dynamic
capability is ideally explained with reference to the
further cohesive resources. The improvement of
corporate performance is the ability in core
competence respondent correspondingly to the
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uncertain changed environment in which keeping
competitiveness is needed.
However, in order to describe why
innovativeness did not affect corporate image, Jiao,
Alon, Koo and Cui argued in their study [10]. They
find that the flexibility within company and
technology did not affect the performance of a new
born organization. Moreover, the small and medium
enterprises (SMEs) in Thailand are found new
comers. This is why dynamic capability does not
affect corporate image.
Innovativeness affected corporate image. This is
because the first mover into the market gets benefits
and profitability. In addition, it is possible that
innovation will drive corporate image to be dominant
among its competitors respecting the leader [25].
Besides,
innovativeness
affected
corporate
performance. It is consistent with the study of LealRodríguez, Eldridge, Roldán, Leal-Millán & OrtegaGutiérrez [12].
They represent that a company which is
innovative dominates to obtain higher performance
and effectiveness more than its competitors within
the same business industry. Also, dynamic capability
is linked to corporate performance. It is the result of
innovation improvement and better responding to its
customers than competitors. It affects corporate
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performance [6]. Dynamic capability is explained
since a company sought both inside and outside
knowledge for adapting, in order to generate creation
within company. The previous knowledge can be
advanced in a better way [14]. The impressive
result of company's dynamic capability is then
getting more innovative and better responding
to customers' requirement. Therefore, the innovative
company has been leading over the viable
competitors [6].
6. Conclusion and Limitation
Dynamic capability of a company affects
innovativeness. It forces ability to launch new
differentiated products or services. In addition,
company's dynamic capability indirectly affected
to obtain better corporate image passed the
company's innovativeness. It can be concluded that a
company which has been seeking new knowledge in
order to improve business operation, has to conduct a
business research, creates new ideas, establishes
business network, solves problems which are barrier
based on the previous obstacles, and support
organizational learning, in which dynamic capability
exists. Lastly, innovativeness and corporate image
affect corporate performance.
The impressive results of this research indicated
precisely
that
to develop the company's
innovativeness and improved the iconic company's
image, these will directly promote the company
performance. It has to do with business survive and
success. Higher innovativeness drives to better
perception regarding corporate image and customer
loyalty. It can provide further generating
profitability, higher returns, and increase the revenue
more than competitors within the same business
industry. The conceptual framework of the present
study is developed from previous reviews. The
research tool is developed systematically however,
the limitation is found. The respondents are mainly
from the business owners or executives’ staffs. The
other stakeholders as customers are excluded. So, the
contribution for the other respondents should be
investigated further.
Within the expansion of economy, technology
advancement, social and cultural transfer, and
multinational business growth higher competition is
forced. These factors change consumer behavior. The
customer requirement is a variety concerning the
growth of the market. A company which develops its
dynamic capability undoubtedly have to be more
competitive than its competitors.

852

Acknowledgement
This research was supported by faculty of business
administrator and accountancy, Khon Kaen University of
Thailand. The authors wish to express gratitude to the
members of the Editorial Advisory Board, and all
reviewers for their encouragement, who carefully
reviewed and insightful commented this research. Last but
not least, the authors would like to thank everyone who
helped carrying on this research.
53

References.
[1].

Baines, A., & Langfield-Smith, K. (2003).
Antecedents to management accounting change: a
structural
equation
approach. Accounting,
organizations and society, 28(7-8), 675-698.
[2]. Barney, J. B. (1986). Organizational culture: can it
be
a
source
of
sustained
competitive
advantage?. Academy of management review, 11(3),
656-665.
[3]. Barney, J. (1991). Firm resources and sustained
competitive
advantage. Journal
of
management, 17(1), 99-120.
[4]. Brown, T. J., Dacin, P. A., Pratt, M. G., & Whetten,
D. A. (2006). Identity, intended image, construed
image, and reputation: An interdisciplinary
framework and suggested terminology. Journal of
the academy of marketing science, 34(2), 99-106.
[5]. Eisenhardt, K. M., & Martin, J. A. (2000). Dynamic
capabilities: what are they?. Strategic management
journal, 21(10‐11), 1105-1121.
[6]. Fogelberg Eriksson, A. (2014). A gender
perspective as trigger and facilitator of
innovation. International Journal of Gender and
Entrepreneurship, 6(2), 163-180.
[7]. Fornell, C., & Larcker, D. F. (1981). Evaluating
structural equation models with unobservable
variables and measurement error. Journal of
marketing research, 18(1), 39-50.
[8]. Grant, R. M. (1991). The resource-based theory of
competitive advantage: implications for strategy
formulation. California management review, 33(3),
114-135.
[9]. Hair Jr, J. F., Hult, G. T. M., Ringle, C., & Sarstedt,
M. (2016). A primer on partial least squares
structural equation modeling (PLS-SEM). Sage
publications.
[10]. Jiao, H., Alon, I., Koo, C. K., & Cui, Y. (2013).
When
should
organizational
change
be
implemented?
The
moderating
effect
of
environmental dynamism between dynamic
capabilities and new venture performance. Journal
of Engineering and Technology Management, 30(2),
188-205.
[11]. Krejcie, R. V., & Morgan, D. W. (1970).
Determining
sample
size
for
research
activities. Educational
and
psychological
measurement, 30(3), 607-610.

TEM Journal – Volume 8 / Number 3 / 2019

TEM Journal. Volume 8, Issue 3, Pages 848-853, ISSN 2217-8309, DOI: 10.18421/TEM83-22, August 2019
[12]. Leal-Rodríguez, A. L., Eldridge, S., Roldán, J. L.,
Leal-Millán, A. G., & Ortega-Gutiérrez, J. (2015).
Organizational unlearning, innovation outcomes,
and performance: The moderating effect of firm
size. Journal of Business Research, 68(4), 803-809.
[13]. Lin, H. F., Su, J. Q., & Higgins, A. (2016). How
dynamic capabilities affect adoption of management
innovations. Journal of Business Research, 69(2),
862-876.
[14]. Lin, Y., & Wu, L.Y. (2014). Exploring the role of
dynamic capabilities in firm performance under the
resource-based view framework. Journal of
Business Research, 67(3), 407-413.
[15]. Nguyen, N., & Leblanc, G. (2001). Corporate image
and corporate reputation in customers’ retention
decisions in services. Journal of retailing and
Consumer Services, 8(4), 227-236.
[16]. Nunnally, J. C. (1978). Psychometric Theory. New
York: McGraw-Hill.
[17]. Makkonen, H., Pohjola, M., Olkkonen, R. &
Koponen , A. (2014). Dynamic capabilities and firm
performance in a financial crisis. Journal of
Business Research, 67(1), 2707-2719.
[18]. R Core Team (2017). R: A language and
environment for statistical computing. R Foundation
for Statistical Computing, Vienna, Austria.

TEM Journal – Volume 8 / Number 3 / 2019.

[19]. Roberts, P. W., & Dowling, G. R. (2002). Corporate
reputation and sustained superior financial
management
performance. Strategic
journal, 23(12), 1077-1093.
[20]. Roberts, S. (2003). Supply chain specific?
Understanding the patchy success of ethical
sourcing
initiatives. Journal
of
business
ethics, 44(2-3), 159-170.
[21]. Sanchez, G. (2013). PLS path modeling with R.
Trowchez Editions, Berkeley.
[22]. Schilke, O. (2014). Second-order dynamic
capabilities: How do they matter? Academy of
Management Perspectives, 28(4), 368-380.
[23]. Teece, D. J., Pisano, G. and Shuen, A. (1997).
Dynamic Capabilities and Strategic Management.
Strategic Management Journal, 18(7), 509-533.
[24]. Vilanova, M., Lozano, J. M., & Arenas, D. (2009).
Exploring the nature of the relationship between
CSR and competitiveness. Journal of business
Ethics, 87(1), 57-69.
[25]. Vivek, S. D., Beatty, S. E., & Morgan, R. M.
(2012). Customer engagement: Exploring customer
relationships beyond purchase. Journal of marketing
theory and practice, 20(2), 122-146.
[26]. Wang, C. L., & Ahmed, P. K. (2007). Dynamic
capabilities:
A
review
and
research
agenda. International journal of management
reviews, 9(1), 31-51.

853

