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Abstract 

In the recent times, customer relationship 

management has become crucial issues for 

various organizations in many industries, 

especially in bigger firms because of the 

complex aspects of business activities. 

Innovation is the key to competitiveness to 

Malaysia like any other nation, which 

focuses on the manufacturing sector. Despite 

the importance of Customer Relationship 

Management, the dimensions in ensuring 

product innovation and organizational 

performance in Malaysian manufacturing 

industries are yet to be explored and 

established. 357 questionnaires were used in 

order to conduct the analyses. Structural 

Equation Modeling (SEM) is used for 

testing the developed hypotheses generating 

from the theoretical framework of the study. 

This research is examined the relationship 

between Long-Term Partnership, product 

innovation and business performance in 

manufacturing companies in Malaysia. 

Moreover, understanding the Long-Term 

Partnership effects on product innovation 

and business performance is crucial for 

manufacturing companies. This study 

established a model, tested the role of 

customer relationship management 

determinants on product innovation and 

business performance in manufacturing 

companies in Malaysia, which should help 

managers to better, understand how 

customer relationship management and 

product innovation fit together in business 

performance. A significant contribution of 

this research is identified the Long-Term 

Partnership and product innovation will help 

to achieve business performance. 

Keywords: Customer Relationship 

Management, Long-Term Partnership, 

Product Innovation, Business Performance, 

Manufacturing Industry in Malaysia 

I. Introduction 

CRM is crucial for today’s business world 

so as to have a good rapport between the 
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firm and the customers for creating satisfied 

customers in the day-to-day business. Over 

the last many years, various organizations 

have implemented CRM as a group of 

information processes and tools of 

technology which enables the development 

of organizational CRM [1]. In the recent 

times; CRM is utilized by many 

organizations in order to manage interaction 

with profitable customers. CRM is the most 

crucial element in the success of many 

business environments. Product Innovations 

are important for SMEs and MNCs in many 

ways [2], [3], Innovation is a crucial 

competitive advantage and generally 

considered as a valued capability considered 

as the core of an organization. Various 

examples of product innovation consist of 

the introduction of new products, improved 

quality as well as enhancing its general 

performance [4]. The value of product 

innovation enhances when users bring their 

expert knowledge of needs and desires as 

well as solution resulting in new products 

which give true value to the customers [5]. 

Innovation can enhance the quality of the 

products and services, which impacts the 

performance of a firm and finally becomes a 

competitive advantage for the firm [6]. 

stated that new products presented in the 

market during the last 5 years generated 41 

percent of sales of the firm and 39 percent of 

the profits made by the company. Apart 

from these gains, innovation of product also 

has other gains like the positive effect on the 

image of the firm, opening of new markets 

as well as the provision of a new baseline 

for new products for future.  

II. Literature Review  

A. Customer Relationship Management 

CRM in-depth as a longer term business 

philosophy which concentrates on the 

collection and understanding of information 

pertaining to the customers, treatment of 

various customers in different manner, 

giving higher level of services for the best 

customer segments and using all of these for 

earning loyalty of customers as well as 

improved profit [7]. Defined CRM as a core 

strategy of business which combines the 

functions as well as internal processes with 

the outside networks for creating and 

delivering value to the target segment of 

customers at a profit [8]. He also 

emphasized that the data used should be of 

high-quality customers. 

B. Long-Term Partnership 

Based on the theoretical framework could it 

be essential for companies to develop long- 

long term relationship with its customers to 

gain competitive advantage [9], [10].” The 

empirical analysis signifies that long term 

relationship provides a positive impact on 

innovative product, which signifies that the 

respondents discover dedication, 

conversation and shared goals with 

companions as essential aspect for the 

company [10]. This signifies that the 

conception of long lasting relationship will 

help the firm to end up being effective with 

innovation and obtain advantages in the 

marketplace. According to [10] a business 

partnership can result in significantly 
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improved performance for the firm, which 

might result in uniqueness, giving the firm 

competitive advantage. They continue to 

argue that innovativeness is more likely to 

develop in a firm where long-term values 

are important positively.” 

Long-term partnership is a form of business 

association with the elements of trust as well 

as a commitment to two firms or customers. 

The Studies states that the long-term 

partnership can yield benefits including 

reduction of uncertainty and enhanced 

performance [9]. As per [10] a business 

partnership can yield considerably enhanced 

performance for the organization, which 

might lead to uniqueness, giving the 

organization a competitive advantage. They 

continue to argue that innovativeness mostly 

develops positively within an organization 

where longer terms values are considered 

crucial. Many scholars have pointed out the 

significance of sharing crucial information 

and interact with customers as well as 

suppliers for creating and exchanging value. 

More the information supplied by 

customers, they get more dependent. Most 

commonly the value information's exchange 

takes place when high technology 

innovative products development options 

need to be resolved [11]. The long-term 

partnership among a firm and its customers 

aids many gains for both sides [12]. 

Organizations implementing RM, in fact, 

enjoy the enhanced competitiveness, 

lowered costs of the transaction, lowered 

uncertainty, enhanced financial performance 

and enhanced marketing productivity [13]. 

Long-term partnership indicates a 

commercial association in terms of trust and 

commitment among the two parties 

involved. In this association, both the parties 

got to have similar goals and follow the 

mutual benefits as per the reliable as well as 

the dependable base [13]. CRM is regarding 

the way to handle the association with 

customers and to support the long-term 

partnerships [14]. [15] Argued that trust is a 

crucial part of any successful relationships. 

As per [13] if a firm has trust with its 

partners, it would give cooperation as well 

as an attribute in a long-term association. 

This improves the strength of the partners 

which is seen as an essentiality in business. 

[16]
 

Proved that the characteristics of 

relationship are positively associated with 

trust. Also, trust is positively associated with 

the intention to stay. Also commitment is a 

crucial concept for building and maintains 

associations [17]. Commitment can be 

defined as a desire that is enduring for 

maintaining a valued relationship [14]. The 

organization, as well as the customer, has to 

have the same level of commitment so as to 

build a long-term relationship [18] (Lin et 

al., 2010).  

H1a: There is a Significant Relationship 

between Long-Term Partnership and 

Product Innovation. 

H1b: There is a Significant Relationship 

between Long-Term Partnership and 

Business Performance. 

H1c: Product Innovation mediates the 

Relationship between Long-Term 

Partnership and Business Performances. 
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C. Product Innovation 

[19] Stated that organizations bring in 

product innovation for competing with other 

companies in the market and he mentioned 

that Product innovation is a crucial element 

which adds on to the organizational success. 

New product development and innovation of 

product is a critical strategy for increasing 

the share in the market as well as business 

performance. The researches in the past 

indicated that development of new product 

has a positive effect on the firm's 

performance [20]. Product innovations are 

implemented based on the market signals to 

create new markets. [21] have argued that 

product innovations depend heavily on 

international markets and their introduction 

is expected to generate new markets. In this 

study, the main focus will be on the product 

innovation. Product innovation indicates the 

adoption of a product that is new to the 

organization, market, and customers. A vast 

amount of studies suggest that the 

introduction of a new product increases firm 

performance [22]. New-to-the-market 

products are often more adapted to the 

market than new-to-the-firm products 

because they provide benefits that are not 

available from competitors. Therefore, the 

use of the new-to-the-market product may 

attract more customers to the firm than new-

to-the-firm products, although both kinds of 

innovativeness are beneficial to the firm. 

The new to the market does not always 

mean new to the company because some 

products can have the same structure as the 

old models and innovative part is in 

software or just some parts of the new 

products. In this research will examine, 

introducing two areas of product innovation: 

new to the firm, new to the market [23]. [24] 

Investigated the effect innovation of product 

on company “performance in different 

industries of the U.T. and Canada.” They 

found that product innovation has an 

important effect on strong company 

performance. [25] Explored whether 

innovation has an effect company 

performance in selected services industries. 

The results show that, in order to obtain 

more sales from innovations, firms need to 

enter the market early or to introduce new 

products with high levels of novelty. [26] 

researched the results product innovation on 

different elements of company performance, 

including accomplishments in production, 

marketing, and financing, through an 

empirical research supported Turkish 

manufacturing companies in various 

sectors.”“ 

H2: There is a Significant Relationship 

between Product Innovation and Business 

Performance. 

D. Manufacturing Industry in Malaysia 

Manufacturing is important to Malaysia’s 

economy it has had expansion since 1970’s. 

80 percent of Malaysia’s total exports come 

from manufacturing Malaysia is the 17
th

 

largest exporting nation globally. Because of 

this, Malaysian government needs to work 

hard in order to maintain, preserve and 

enhance the manufacturing sector [27]. Most 

products in Malaysia are exported to western 

nations including the US. This indicates that 
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the level of standards achieved by 

Malaysia's manufacturing industry. FDIs 

flow to Malaysia because of its export-

oriented manufacturing atmosphere. It also 

has to be noted that Malaysia is currently in 

a shift to the manufacturing of products of 

higher value. Malaysia's manufacturing 

sector has contributed a lot to its economy 

and has created numerous jobs. Malaysia 

has good tie-ups with many nations and is 

one nation with which most nations in the 

west under the ‘developed status' begins 

their relationship with other nations [28].  

III. Problem Statement  

Considering that the manufacturing industry 

is the critical driver for economic 

development in Malaysia, promoting 

innovation should be one of the priorities of 

Malaysia in their economic agenda.” It is 

imperative for manufacturing companies to 

have a better understanding of the CRM 

factors that influence enhancement of 

creativity in order to create great innovations 

and clearly define factors that affect the 

profitable growth. Hence, it is apparent that 

there is a need to discover the determinants 

of customer relationship management on 

product innovation and business 

performance that are applicable to 

Malaysian manufacturing industry.  

IV. Significant of Research  

This research will contribute to applied 

knowledge positively for managerial 

insights, practitioners, and academicians by 

exploring the impacts the long-term 

partnership on product innovation and 

business performance Malaysian 

Manufacturing Industries. This topic of 

research has considerable significance in 

Malaysia; A significant contribution of this 

research is identified the customer 

relationship management determinants, and 

product innovation will help to achieve 

business performance.  

V. Research Questions  

RQ1.What is the relationship between long-

term partnership and product innovation 

in Malaysian manufacturing 

companies? 

RQ2.To what extent does product 

innovation mediate the relationship 

between long-term partnership and 

business performance in Malaysian 

manufacturing companies? 

RQ3.How does product innovation 

influences the business performance in 

Malaysian manufacturing companies? 

RQ4.What is the relationship of long-term 

partnership on business performance in 

Malaysia Manufacturing Companies? 

VI. Conceptual Framework  

Hence the Proposed of Conceptual 

Framework is shown in Fig 1.  

 

                                                                                                      

Fig 1. Conceptual Framework 
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VII. Research Methodology  

The unit of study is manufacturing 

companies in Malaysia. For testing model 

and its related hypothesis, this study applied 

a survey questionnaire to seek the 

respondents. Samples selected from seven 

states of Malaysia because Malaysia’s 

manufacturing industries are largely 

concentrated in these states such as 

Selangor, Penang, Johor, Sarawak, Negeri 

Sembilan, Melaka and Pahang 

(statistic.gov.my, 2016). The questionnaire 

of study emailed to Managers from different 

functional units. A simple random sampling 

method used in this study. 1126 

manufacturing companies identified have 

sent to the SMEs and FMM. 233 Out of 357 

were returned from SMEs companies and 

124 returned from FMM companies. 

Structural Equation Modeling (SEM) 

applied in this study to analyze the 

measurement and structural models 

simultaneously and to test.  

A. Data Analysis and Result 

Quantitative method used in this research, 

because to be able to test the hypotheses and 

also answering questions. The research 

population contains Managers employed by 

manufacturing companies. The AMOS has 

used in this study. The CFA was performed 

with the 11 level items which were produced 

from the EFA result Absolute suit indices.  

In the first CFA model it was apparent that 

model fit indices such as goodness-of-fit 

index (GFI) =0.892, GFI (AGFI) = 0.838 

were poor (acceptable threshold. 0.90), and 

(RMR) =0.069(threshold < 0.06).  Which 

means selected goodness-of-fit indices for 

the measurement model were improved a lot 

when the addition of the covariance path 

between these items The CFA was finalized 

with 10 items, resulting in Model 2: also all 

of the fit indexes had acceptable amounts 

(Chi square=682.812, df =517, P-

value=0.000, AGFI=0.912, GFI=0.922, 

CFI=0.938, NFI=0.903, and 

RMSEA=0.046).  

 

B. Result of Hypothesis Testing  

As shown in Table 1, the hypotheses testing 

results are reported based on the finalized 

structural model. The comprehensive results 

are summarized in Table 1. 

 

 C. Hypothesis Testing  

To assess the mediating path the 

bootstrapping option in AMOS was selected.  

 

[H1a]: There is a significant relationship 

between Long-term partnership and 

product Innovation. 

[H1b]: There is a significant relationship 

between Long-term partnership and 

Business performance.  

[H1c]: Product innovation mediates the 

relationship between Long-term 
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partnerships and business 

performances. 

[H2]: There is a significant relationship 

between Product innovation and Business 

performance. 

The result shows that long-term partnership 

(β = 0.032, z = 0.772, p = 0.035) is 

significant to product innovation. In this 

instance, product innovation (β =- 0.048, z = 

0.406, p =0.007) is found to be a full 

mediator for Long term partnership in 

relation business performance. However, 

there is a significant and negative 

relationship between Long-term partnerships 

(β = 0.006, z = 0.130, p = 0.025) and 

Business performance.” As a result, 

hypothesis H1b is held true. Hence, 

hypotheses H1a, H1b and H1c are 

supported. 

The research findings in this study indicate 

that product innovation (β = 0.282, z = 

3.917, p = 0.030) is found to have a 

significant and positive relationship with 

business performance, in support of 

hypothesis H2. This result is consistent with 

the past studies [21], [13], [6] in which these 

researches have reported that product 

innovation has a significant and positive 

effect on business performance. 

VIII. Research Findings  

According to the previous literature from 

Long-term partnerships studies [11], [29] 

fewer investigations have on its effect on the 

long-term partnership and product 

Innovation. Thus, it is argued that long-term 

partnerships result in both negative and 

positive effects on firms' product innovation. 

Therefore, firms should focus on long-term 

partnerships if they aim to achieve some 

positive effects on their product innovation 

[30]. As per [10] a business long-term 

partnership can yield considerably enhanced 

performance for the organization, which 

might lead to uniqueness, the organization a 

competitive advantage. Also maintaining 

close relationships with customers in the 

long-run lead to high profitability through 

better understanding and servicing of 

customer needs [31].”Therefore, less 

investigation has been done on its effect 

Long-term partnership and Business 

performance and also it can be done with 

other business performance constructs. 

However, its significant effect on Long-term 

partnership on Business performance in 

Malaysian manufacturing companies. 

“Innovation plays a significant role in 

helping business to attain a sustainable 

competitive edge,” especially in developing 

countries such as Malaysia; also product 

innovation is almost unknown and weak in 

Malaysian manufacturing companies, they 

suggested there is need to explore the 

relationship between product innovation and 

business performance in Malaysia. Hence 

this research result has added confirmation 

that product innovation has a significant 

effect on business performance in the 

Manufacturing companies in Malaysia.” 

IX. Discussion  

A business long-term partnership can yield 

considerably enhanced performance for the 
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organization, which might lead to 

uniqueness, the organization a competitive 

advantage. “If a business aims to maximize 

its long-term performance, it must build, 

maintain, and enhance long-term and 

mutually beneficial relationships. Innovation 

plays a significant role in helping business 

to attain a sustainable competitive edge, 

especially in developing countries such as 

Malaysia; also product innovation is almost 

unknown and weak in Malaysian 

manufacturing companies, they suggested 

there is need to explore the relationship 

between product innovation and business 

performance in Malaysia.” 

  

X. Conclusion  

In conclusion, this research has concentrated 

on the CRM factors on product innovation 

and business performance in Malaysian 

manufacturing industries. This is done by 

examining and establishing a research model 

linking and mediating relationships between 

CRM determinants, product innovation, and 

business performance. Similar to other 

sectors, the manufacturing sector functions 

in a robust system and processes which 

require continuous updates and changes. 

Thus, it is hoped that the results of this study 

are able to offer in-depth insight on the 

utilization of product innovation and CRM 

which can lead to further studies in this area. 
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