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Abstract: The aim of this paper is to examine the role of the knowledge management process as
a mediating variable in the relationship between entrepreneurial orientation and organizational
performance. This study employed a quantitative method and utilised a self-administered ques-
tionnaire. A total of 350 data were collected from the owners/founders of online businesses. A
Partial Least Squares-Structural Equation Modelling (PLS-SEM) analysis was performed to test the
proposed hypotheses of the study. The findings indicated that entrepreneurial orientation positively
the knowledge management process, which in turn exerts a positive effect on the organizational
performance of a company. Additionally, the indirect effect analysis revealed that the knowledge
management process plays a significant role as a mediator between entrepreneurial orientation and
organizational performance. The research fills a gap in the literature by considering a mediating
variable in enhancing the relationship between entrepreneurial orientation and organizational perfor-
mance. This research also provides a particular contribution to the literature and some suggestions
for future research.

Keywords: entrepreneurial orientation; knowledge management process; organizational performance;
online business; Malaysia

1. Introduction

The e-commerce industry is acknowledged as a significant field in the Malaysian
economy. The Malaysian government has implemented the National Strategic Roadmap
2.0 as a catalyst for the growth of the e-commerce industry by targeting the e-commerce
market to be worth RM1.5 trillion by the year 2025 [1]. Therefore, the e-commerce industry
is expected to double up its performance and growth to achieve this aspiration. Online
business in Malaysia has turned out to be progressively vital, as it offers opportunities for
generating revenue and creating a future. Thus, with the support and opportunities pro-
vided, the government believes that the steps taken will help in developing and increasing
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the number of online ventures in Malaysia, to enhance the performance of businesses in
line with the current development [2] Hence, the government has prepared for an intensive
transformation by focusing on the digital market to produce high-quality online business
entrepreneurs capable of being more innovative and proactive, besides keeping up with
the current development. At the same time, the aim is to increase the number of online
adoptions among retailers to achieve the government’s objectives. Therefore, organizations
must understand the factors that could improve the performance of online business. This
understanding may motivate them to carry out their responsibility as an owner or founder
to implement good decision-making. This is a way for organizations to achieve business
success, stay competitive in the digital market and ultimately contribute to the country’s
economy. In fact, the encouragement of entrepreneurs to engage in business development
improves their chances of survival in a saturated market [3–6]. Previous studies have
proved that entrepreneurial orientation (EO) is an effective tool that assists organizations in
maintaining their performance [7–9]. EO refers to the process of strategy-making that pro-
vides the basis for business decisions and behaviour for organizations [10]. EO comprises
innovativeness, proactiveness, risk-taking and competitive aggressiveness, and autonomy
elements are key ingredients for organizational success. The studies on EO are mainly
focused on large companies and SMEs compared to online businesses [11,12]. Hence, there
is a call to examine the effect of EO on the performance in the context of e-commerce sectors.

In addition, previous research also suggests that knowledge management practices are
essential to overcome the challenges brought upon by the rapid growth of the new digital
economy, e.g., [13,14]. From the perspective of the organization, the knowledge manage-
ment process (KMP) has always been an integral aspect of general business management
activities [15], especially in making fast, accurate and timely decisions, which makes all the
difference among companies [16]. For decision-makers within the organization, knowledge
is regarded as an important asset. The lack of an effective implementation of KMP may
result in problematic decision-making, thus delaying the growth of an organization. The
successful and effective implementation of KMP is derived from good decision-making
processes based on the EO, that is geared towards achieving business success. EO has been
shown to be a valuable method to help organizations maintain their performance trajec-
tories [17–20]. Therefore, the successful adoption of EO within the organization requires
individuals to have creativity and risk-taking abilities to achieve an effectual KMP [21].
In the context of online business, the development of online business strategies requires
a critical evaluation of various opportunities and risks for the implementation of good
strategies or decisions. This evaluation definitely requires the use of knowledge, especially
in the modern digital economy. Knowledge has been described as one of the main success
factors for effective online business models [22].

The studies on the relationship among KMP, EO and organizational performance
(OP) have been conducted in various industries, including manufacturing industries [23]
and small and medium-sized enterprises (SMEs) [24]. While studies on KMP have also
been performed among Japanese managers [25], human resource (HR) professionals [26],
business owners or senior managers of small and medium-sized enterprises (SMEs) [10],
and the banking sector [27]. In the Malaysian perspective, studies on EO and organizational
performance had focused on entrepreneurs and organizations in the SME sector. Compara-
tive studies that identify the differences between online business sectors are still limited.
Meanwhile, for KMP, it was recommended for future research to possess a better compre-
hension of the relationship between EO and the process of KMP, which can contribute to
the field of study. There have been limited studies on mediating influences in the relation-
ships concerning EO. Based on the literature, most previous studies have investigated the
relationship between EO and organizational performance or KMP separately. Therefore,
the potential mediator role of KMP was proposed in this study, which can enhance the
relationship between EO and organizational performance, besides contributing towards
extending the KBV theory. However, to the researchers’ knowledge, very few studies have
examined the role of KMP on the relationship between EO and OP, especially on online
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businesses. Therefore, this study aims to examine the relationship between KMP, EO and
OP, particularly within the context of Malaysian online businesses.

Specifically, this research intends to address three research questions:

1. Is there a significant relationship between EO and KMP in Malaysian online businesses?
2. Is there a significant relationship between KMP and OP in Malaysian online businesses?
3. Does KMP mediate the relationship between EO and OP in Malaysian online businesses?

This paper is structured in the following way. Section 1 introduces the background of
the research and highlights the concepts of EO and KMP. Section 2 provides a literature
review on the EO, KMP and OP literature and ends by justifying the hypothesis. This section
is followed by Section 3 which discusses the method used for this study. Subsequently,
Section 4 presents the findings. Finally, Section 5 discusses the results of this study, followed
by limitations and suggestions for future studies.

2. Literature Review
2.1. Entrepreneurial Orientation (EO)

In organizational research, EO has attracted comprehensive theoretical and empirical
attention [2,12]. It has emerged as one of the most commonly recognized firm-level con-
structs in the literature on entrepreneurship and one of the key topics in entrepreneurship
studies [28]. Most previous studies have agreed on one thing, that is, to suggest that EO
should be viewed as a phenomenon at the firm level [29–31]. In fact, EO is seen as an
organizational tool that helps companies differentiate themselves from their rivals [29,32].
EO influences how firms act strategically in gaining a competitive advantage, which may
be assessed at the firm level across industries and cultures, allowing for comparative
studies [33]. Based on the review of the previous literature [34,35], EO is the mechanism
that represents the owners or founders’ processes, habits and decision-making styles used
to function entrepreneurially by practicing the five elements in managing their online
business. The five elements are innovativeness, proactiveness, risk-taking, competitive
advantage and autonomy, which are equally important for business performance [36]. In
this study, EO is operationally defined as the process that reflects the methods, practices and
decision-making styles used by owners or founders to act entrepreneurially by practising
five elements (innovativeness, proactiveness, risk-taking, competitive aggressiveness and
autonomy) in managing their online business.

2.2. Organizational Performance (OP)

Organizational performance refers to a company’s actual results as measured against
its strategic goals. It also has been described as the process of action efficiency and effec-
tiveness [37]. Organizational performance is one of the important factors for determining
why some organizations succeed while others fail. It is crucial for business owners, man-
agers and entrepreneurs to know the performance level of their organizations and take
appropriate steps. This is a concern that needs attention because it will impact an organiza-
tion’s competitiveness [2,38]. Previous research [39–41] merged financial and non-financial
metrics to analyse the performance of the organizations. Hernández-Perlines et al. [42]
reported that the combination of financial and non-financial metrics will lead to a balanced
assessment of success in a business setting. For this study, organizational performance is
defined as a concept that evaluates a company’s position in the marketplace and its capacity
to fulfil its stakeholders’ requirements.

2.3. Online Business (OB)

Online business is a new business model that has become a trend in almost all busi-
nesses. The rapid advancement in Information and Communication Technologies has
allowed this important domain to become a strategy that successfully directs business
processes across organizational boundaries [43]. Specifically, online business can remove
the boundaries of separation and empower organizations to move into more inaccessible
markets without having a physical presence. Online business is defined in this study as
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any type of retail sale over the internet, which comprises all aspects of running a busi-
ness that sells goods and services, including marketing, earning and retaining customers,
procurement, developing business partners and customer education [44,45].

2.4. Knowledge Management Process (KMP)

The knowledge management (KM) concept is implemented in organizations to trans-
form them into entities with a competitive advantage in this borderless world [27]. Razali
et al. [46] defined KM as a management method that consists of people, information tech-
nology (IT) and organizational elements to capture information, which is an organization’s
most valuable asset. However, until recently, there is no common consensus on the concept
of knowledge management, since researchers and practitioners tend to define KM based on
their own field and interest [47]. This is because varying perspectives on the concept of
knowledge lead to diverse definitions and processes of knowledge management; therefore,
it is not surprising that the expected outcomes of KM efforts are defined differently [47].
Nevertheless, many studies emphasized that KM typically constitutes three processes,
which are knowledge acquisition, sharing and application [24,48]. Hence, this study opera-
tionalized KMP based on these three processes to achieve a good business performance.

The recent interest in organizational knowledge has prompted KMP for organizational
benefits [48,49]. Along the line, the primary purpose of knowledge management processes
(KMP) is to make an organization aware of its knowledge at both the individual and
collective levels, and to use that information to create efficient and effective business
processes and a competitive advantage [50]. As a result, KMP enables the formalization
of knowledge and decision-making while also developing new competencies to increase
organizational performance, profitability and customer satisfaction [51]. Nevertheless, a
KM strategy must be implemented prior to achieving sustainable economic growth and
to remain globally competitive [52]. Even though KM has been widely discussed, little
is known about the effect of KMP implementation, particularly in the Malaysian online
business context. Thus, it is important to examine the role of KMP on online business
activities among Malaysian entrepreneurs.

2.5. Resource-Based Theory (RBT), and Knowledge-Based View—(KBV)

RBT is one of the most widely used theoretical perspectives to explain differences in
performance between organizations [53,54]. This theory has a powerful impact because it
provides insights on how an organization can perform better compared to other organi-
zations in the same market. There is a traditional notion that managers have a significant
influence on how organizations act, but it is not the sole reason why an organization can
outperform other organizations [55]. RBT states that resources and organizational capabili-
ties also influence the growth and performance of an organization [55,56]. Furthermore, this
theory requires organizations to focus on obtaining resources to implement their business
strategies and use their unique capabilities and resources to increase their performance.
Accordingly, RBT explains the EO construct in terms of utilizing unique resources and
capabilities as a basis to plan the business strategy [57,58].

Meanwhile, the KBV of a firm, which is an extension of RBT, interprets knowledge as
a resource and establishes the theoretical connection between RBT and KBV [59]. The KBV
of a firm considers organizations as heterogeneous entities loaded with knowledge [60,61]
and postulates that knowledge is the strategic resource for a firm to achieve a superior
performance and a competitive advantage [62]. Interestingly, the knowledge of a firm
is considered a very special resource that does not depreciate when it is shared; instead,
it can generate increasing returns [63]. The essence of KBV is that a firm accumulates a
heterogeneous bundle of knowledge-based resources to develop firm-specific capabilities,
which will allow the firm to achieve a competitive advantage [64–66].

In line with KBV, the firm will manage its knowledge by generating, acquiring, dis-
covering, organizing and making it available for management activities such as decision-
making and strategic planning [67]. Not only that, KMP plays a key role in firm performance
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and competition, since the knowledge generated by this process can help improve and
develop a competitive advantage, which can be obtained by capitalizing on its capabili-
ties [68].

2.6. The Relationship between EO and KMP

EO is evaluated as a predictor of a small number of KMP, including knowledge
usage [69–71], information sharing [72] and knowledge creation [73]. There have been
studies that found a significant impact of EO on KMP [58,74,75], particularly of a risk-taking
effect on knowledge creation and sharing.

The relationship between EO and KMP was proposed by Madhoushi et al. [24], who
studied the effect of EO on KMP in SMEs in Iran and proved that EO has a significant
effect on KMP. As extensive and intensive knowledge-based activities require the devel-
opment of new ideas, products and processes, a high EO is a key input in encouraging
and motivating employees to share their skills and knowledge in the knowledge-building
process [76]. Therefore, knowledge should be effectively managed owing to its significant
role in discovering new opportunities and ideas.

Meanwhile, Gupta and Moesel [75] performed a study on the impact of EO on KMP
in building strategic alliances. Their results showed that EO (proactiveness, innovativeness
and risk-taking) was positively correlated with the creation and acquisition of knowledge
in the establishment of strategic alliances with customers. A similar study also identified
that the key to successful decision-making skills was the ability of individuals within
the organization to leverage their knowledge [21,73,77]. The authors also stated that the
availability of accurate knowledge led to a better chance of making decisions that yielded a
positive result for the organization. The study by Severo et al. [78] pointed out that there is
a significant relationship between EO and KMP for SMEs in Southern Brazil. Based on the
above justifications, this study proposes that EO will enhance the implementation of KMP.

Hypothesis 1 (H1). There is a positive and significant relationship between EO and KM.

2.7. The Relationship between KMP and OP

An effective KMP on the part of businesses can improve a firm’s performance and
competitiveness [67]. For instance, organizations can acquire a competitive advantage by
effectively managing their knowledge resources, which will ultimately boost their sales
growth, earnings and market share [27]. Thus, improved performance is the result of an
excellent KMP and implementation [79].

The relationship between KMP and OP was suggested by Liu and Deng [80], who
showed that each KMP attribute had a positive impact on the company’s outsourcing
business process (BPO) results. They concluded that KMP could be used effectively to
increase efficiency, as it offers competitive advantages for companies that are not easily
imitated by their rivals. Besides, Kimaiyo et al. [81] highlighted that all the attributes
of KMP were crucial for enhancing a firm’s performance. Their findings also suggested
that firms should apply the principles of KMP continuously through the creation of new
knowledge, the conversion of knowledge into new designs or strategies, protecting their
knowledge and learning from previous experiences to achieve a better performance. In
line with this study, Jyoti and Rani [82] also found a significant and positively relationship
between KMP and OP, whereby OP was improved through the acquisition, conversion and
application of knowledge within the firm. Furthermore, several studies also reported that
KMP leads to an increase in OP [23,83]. Mageswari [84] proved that KM has a positive and
significant influence on OP in South Indian manufacturing companies.

Recent studies found that KMP influences OP in terms of innovation. For instance,
Obeidat et al. [85], who conducted a study among 216 Jordanian consulting firms, demon-
strate that KMP has a significant impact on innovation in Jordanian consulting firms.
Rehman and Iqbal [86] investigated the mediating role of KMP and innovation among
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312 faculty members of higher education institutions (HEIs) in Pakistan. The findings show
that knowledge-oriented leadership has an effect on organizational performance that is
mediated through KMP and innovation. The findings of this study reveal that managers of
HEIs may effectively manage their knowledge assets, assure a successful implementation
of KMP and enhance product and process innovation, all of which lead to a higher organi-
zational performance, by exhibiting knowledge-oriented behaviours. Therefore, practicing
KMP effectively will have an important impact on the achievement of higher performance
for Malaysian online businesses. Based on the above studies, the following hypothesis
is proposed:

Hypothesis 2 (H2). There is a positive and significant relationship between KMP and OP.

2.8. KMP as a Mediator in the Relationship between EO and OP

Successful organizations realize that it is imperative to manage their knowledge,
develop strategies to accomplish their objectives and devote time, resources and energy
towards achieving their goals. Due to this realization, many successful organizations have
acknowledged KMP as a key component of organizational success [87] and one of the
most vital tools for an organization’s survival and prosperity [88,89]. The implementation
of KMP will boost the performance of businesses particularly, the long-term goals and
objectives of companies. Empirically, a study conducted by Madhoushi et al. [24] among
164 Iranian SMEs’ top executives (i.e., presidents, vice presidents, directors or general
managers) found that EO affected innovation performance both directly and indirectly.

Moreover, EO acts as a catalyst for producing creativity and innovation in organiza-
tions [75,90]. In other words, organizations require people with risk-taking and creative
thinking abilities to render KMP effectual [21]. From this study, it is reasonable to conclude
that effective knowledge management is derived from the successful implementation of
decision-making skills, methods and practices among owners of online businesses, thus
indicating the effect of EO on KMP. According to Hunt and Arnett [91], top management
members can enhance the knowledge-based activities of their staff through their involve-
ment with EO. The recent study by Aldi Rizkyan [92] proved that KM has a positive
relationship between EO and OP in SMEs in the maritime business. In another study, Wang
and Huynh [93] investigated the mediating role of KMP in the relationship between the ef-
fect of implementing management accounting practices and firm performance. The results
revealed the significant role of KMP as a mediator in this relationship. Hormiga et al. [72]
examined the role of knowledge-sharing as a mediator in the relationship between EO and
OP among 284 researchers at a Spanish university. They found that knowledge-sharing
mediates the relationship between EO and OP in an academic setting. In addition, a survey
among 172 subsidiaries of multinational businesses (MNEs) in France indicated that KM
mediates the link between knowledge-oriented leadership and open innovation [94]. Thus,
these researches demonstrated the high potential of KMP as a mediator in the relationship
between EO and organizational performance.

KMP was selected as a variable in this study, as many organizations are experiencing an
overload of information and require an appropriate platform to benefit from the information
(knowledge) which is made available to them [95,96]. Several organizations have pushed
towards introducing KMP since the early 1990s in order to gain a competitive edge over
their rivals [97]. The evolution and implementation of KMP practices in Malaysia are
still in their infancy stages, e.g., [47,98]. However, it has recently gained momentum,
especially among online businesses [99]. Therefore, this study proposes KMP as a vital
role in mediating the relationship between EO and Malaysian online business performance.
Thus, the present study proposes the following hypothesis:

Hypothesis 3 (H3). KMP mediates the relationship between EO and OP.
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3. Research Methodology
3.1. Research Design and Sample

This study focuses on online business in Malaysia because of its role in achieving the
Malaysian government’s aspiration to increase its market worth by RM1.5 trillion in year
2025 and its significant contribution to the economic growth. Thus, it offers opportunities
for generating revenue and creating a future [70]. The unit of analysis in this study is the
online business registered with the Companies Commission Malaysia (CCM) represented
by the owner or founder of the online business. Due to the current situation of the country
hit by the COVID-19 pandemic, the convenience sampling technique and data collection
processes were carried out in a cross-sectional manner using an online survey method
(Google Form). Each owner or founder of the online business was given a Google Form
link which consisted of a set of questionnaires that included a cover letter specifying the
goal of the study and statements on confidentiality and the voluntariness of participation.
Four hundred questionnaires were collected from Google Form between September and
November 2021, but only 350 were useable, and this amount was adequate to perform the
PLS-SEM analysis [100].

The analysis of the background information of the respondents showed that out of
350 respondents, 39.7 percent were male, while 60.3 percent were female. The majority of
respondents (94.0 percent) were Malays, followed by Indians (4.0 percent) and Chinese
(1.1 percent), and 0.9 per cent belonged to other races (bumiputera). In terms of years of
establishment, 93.7 per cent of online businesses have been established over 5 years, as
most of these online businesses had KMP.

3.2. Measures

All constructs were evaluated using validated measures commonly used in previ-
ous studies. Respondents were asked to rate their opinions on a five-point Likert scale,
ranging from 1 (strongly disagree) to 5 (strongly agree). Entrepreneurial Orientation (EO)
was measured using twenty items (EO1—Our firm often likes to try new and unusual
activities that are not typical but not necessarily risky; EO2—Our firm prefers a strong
emphasis in projects on unique, one-of-a-kind approaches rather than revisiting tried and
true approaches used before; EO3—Our firm prefers to try our own unique way when
learning new things rather than doing it like everyone else does; EO4—Our firm favours
experimentation and original approaches to problem-solving rather than using methods
others generally use for solving their problems; EO5—Our firm usually acts in anticipation
of future problems, needs or changes; EO6—Our firm tends to plan ahead on projects;
EO7—Our firms prefers to “step up” and get things going on projects rather than sit and
wait for someone else to do it; EO8—Our firm likes to take bold action by venturing into the
unknown; EO9—Our firm is willing to spend a lot of time on something that might yield a
high return; EO10—Our firm is willing to invest a lot of money on something that might
yield a high return; EO11—Our firm is willing to invest a lot of money on something that
might yield a high return; EO12—Our firm tends to act “boldly” in situations where risk is
involved; EO13—Our firm is most likely to initiate actions that competitors will respond
to; EO14—Our firm will be aggressively and intensively competitive rather than making
no special effort to take business from the competition; EO15—Our firm supports the
efforts of individuals/teams that work autonomously rather than relying on others to guide
their work; EO16—Our firm will use alternative strategies to challenge the competitors;
EO17—Our firm supports the efforts of individuals/teams that work autonomously rather
than relying on others to guide their work; EO18—Our firm receives best results when
individuals/teams provide motivation for pursuing business opportunities; EO19—Our
firm pursues business opportunities without obtaining approval from others; EO20—Our
firm plays a major role in identifying and selecting the entrepreneurial opportunities to
pursue new markets) adapted from Lumpkin et al. [101]. The Knowledge Management
Process (KMP) was measured using fifteen items (KMP1—Our firm has processes for ac-
quiring knowledge about our customers; KMP2—Our firm has processes for acquiring
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knowledge about our suppliers; KMP3—Our firm has a process for acquiring knowledge
about new products/services within our firm; KMP4—Our firm has a process for acquir-
ing knowledge about competitors within our firm; KMP5—Our firm has processes for
generating new knowledge from existing knowledge; KMP6—Our firm treats people’s
skills and experiences as a very important part of our knowledge assets; KMP7—Our
firm has venues for employees to share knowledge and learn from each other in the firm;
KMP8—Our firm shares information and knowledge with employees; KMP9—Our firm
has a great deal of face-to-face communication with employees; KM10—Our firm uses tech-
nology to facilitate communications effectively (e.g., email, Skype); KM11—Our firm has
processes for applying knowledge learned from mistakes; KMP12—Our firm has processes
for applying knowledge learned from experience; KMP13—Our firm has processes for
using knowledge in the development of new products/services; KMP14—Our firm has
processes for using knowledge to solve new problems; KMP15—Our firm uses knowledge
to improve efficiency) adapted from Gold et al. [48]. Finally, Organizational Performance
(OP) was measured using eighteen items (OP1—Our firm has more repeat sales; OP2—Our
firm can easily see repeat clients; OP3—Our firm ensures that customers’ product and/or
service preferences are satisfied; OP4—Our firm delivers products and/or services that
are exactly what customers want; OP5—Our firm delivers products and/or services that
exceed customers’ expectations; OP6—Our firm’s employees like their jobs in this company;
OP7—Our firm’s employees do not intend to work for a different company; OP8—Our
firm uses up-to-date or new technology in the process; OP9—Our firm has enough new
products introduced to the market; OP10—Our firm is able to produce products with
novelty features; OP11—The quality of our firm’s products/services compares well with
competing products/services; OP12—Our firm’s products/services are of higher quality
than competing products/services; OP13—Sales growth; OP14—Market share growth;
OP15—Employment growth; OP16—Return on investment (ROI); OP17—Gross profit mar-
gin; OP18—Return on asset (ROA)), adapted from Ramayah, et al. [102] and Arshad [103].
Before conducting the main analysis, a pilot test was conducted to establish content validity,
face validity and construct reliability [104]. Content validity was conducted by involving
five experts in entrepreneurship among academics to see whether the scale items truly
reflect the variables assessed. The expert panels were contacted and approached via e-mail.
Based on the feedback, several items were modified accordingly to include a more suit-
able wording, to ensure that the content was clear and understandable to suit the study
context. Finally, this indicates that the content validity was ensured. Next, face validity
was conducted by involving five selected respondents, namely the owner or founder of the
online business in Malaysia, to get their feedbacks on the face validity of the items. The
results showed that the respondents were able to understand the items in the questionnaire.
Finally, a pilot test was conducted in order to evaluate the feasibility of the study by dis-
tributing 30 questionnaires to the owner or founder of the online business in Malaysia [105].
The findings show that all constructs evaluated through Cronbach’s alpha have met the
threshold, which is more than 0.70 [106,107]. Specifically, the Cronbach’s alpha for EO
is 0.84, for KM 0.91 and for OP 0.86. As such, the items are validated and can undergo
further analysis.

4. Findings

The Statistical Package for Social Sciences (SPSS) version 23 and the SmartPLS package
were employed to perform the latent variable analysis [108]. Before testing the hypothesis,
this study implemented construct validity and common method bias.

4.1. Construct Validity

This study tested the construct validity of all variables (Entrepreneurial Orientation
(EO), Knowledge Management Process (KMP) and Organizational Performance (OP) using
convergent and discriminant validity [109,110]. Nevertheless, the outer loading for two
items of EO,—EO-10 (0.41) (Our firm is willing to invest a lot of money on something that might
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yield a high return) and EO-15 (0.48) (Our firm supports the efforts of individuals/teams that work
autonomously rather than relying on others to guide their work)—had to be removed because
they did not meet the minimum requirement value. Table 1 shows all item measurements
with loadings greater than 0.5 [110], thus confirming construct validity.

Next, composite reliability (CR) values for EO (0.934), KMP (0.927) and OP (0.874) were
obtained, thereby indicating that these constructs have a high level of internal consistency.
The factor loadings for each variable and average variance extracted (AVE) were also
evaluated to determine the convergent validity of the constructs measured in this study.
In this study, the AVE scores for all the constructs were above 0.50 after the deletion of
four items (KM10—Our firm uses technology to facilitate communications effectively (e.g., email,
Skype); KM11—Our firm has processes for applying knowledge learned from mistakes; OP12—Our
firm’s products/services are of higher quality than competing products/services; and OP14—Market
share growth). Therefore, all three constructs met the threshold levels, as the CR values were
above the cut-off value of 0.7, and the AVEs were above the cut-off value of 0.5 [110].

Table 1. The summary results’ convergent validity for EO, KM and OP.

Construct Measurement Items Loading CR AVE

Entrepreneurial
Orientation (EO)

EO1—Our firm often likes to try new and unusual activities that are
not typical but not necessarily risky. 0.763

0.934 0.703

EO2—Our firm prefers a strong emphasis in projects on unique,
one-of-a-kind approaches rather than revisiting tried and true

approaches used before.
0.730

EO3—Our firm prefers to try our own unique way when learning new
things rather than doing it like everyone else does. 0.714

EO4—Our firm favours experimentation and original approaches to
problem-solving rather than using methods others generally use for

solving their problems.
0.801

EO5—Our firm usually acts in anticipation of future problems, needs
or changes. 0.766

EO6—Our firm tends to plan ahead on projects. 0.870

EO7—Our firm prefers to “step up” and get things going on projects
rather than sit and wait for someone else to do it. 0.738

EO8—Our firm likes to take bold action by venturing into
the unknown. 0.810

EO9—Our firm is willing to spend a lot of time on something that
might yield a high return. 0.776

EO11—Our firm is willing to invest a lot of money on something that
might yield a high return. 0.854

EO12—Our firm tends to act “boldly” in situations where risk
is involved. 0.794

EO13—Our firm is most likely to initiate actions that competitors will
respond to. 0.755

EO14—Our firm will be aggressively and intensively competitive
rather than making no special effort to take business from

the competition.
0.765

EO16—Our firm will use alternative strategies to challenge
the competitors. 0.750

EO17—Our firm supports the efforts of individuals/teams that work
autonomously rather than relying on others to guide their work. 0.722

EO18—Our firm receives best results when individuals/teams
provide motivation for pursuing business opportunities. 0.805

EO19—Our firm pursues business opportunities without obtaining
approval from others. 0.772

EO20—Our firm plays a major role in identifying and selecting the
entrepreneurial opportunities to pursue new markets. 0.766
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Table 1. Cont.

Construct Measurement Items Loading CR AVE

Knowledge Management
Process (KMP)

KMP1—Our firm has processes for acquiring knowledge about
our customers. 0.621

0.927 0.719

KMP2—Our firm has processes for acquiring knowledge about
our suppliers. 0.773

KMP3—Our firm has a process for acquiring knowledge about new
products/ services within our firm. 0.850

KMP4—Our firm has a process for acquiring knowledge about
competitors within our firm. 0.799

KMP5—Our firm has processes for generating new knowledge from
existing knowledge. 0.827

KMP6—Our firm treats people’s skills and experiences as a very
important part of our knowledge assets. 0.801

KMP7—Our firm has venues for employees to share knowledge and
learn from each other in the firm. 0.818

KMP8—Our firm shares information and knowledge with employees. 0.853

KMP9—Our firm has a great deal of face-to-face communication
with employees. 0.864

KMP12—Our firm has processes for applying knowledge learned
from experiences. 0.819

KMP13—Our firm has processes for using knowledge in development
of new products/services. 0.828

KMP14—Our firm has processes for using knowledge to solve
new problems. 0.822

KMP15—Our firm uses knowledge to improve efficiency. 0.814

Organizational
Performance (OP)

OP1—Our firm has more repeat sales. 0.846

0.874

OP2—Our firm can easily see repeat clients. 0.833

OP3—Our firm ensures that customers’ product and/or service
preferences are satisfied. 0.846

OP4—Our firm delivers products and/or services that are exactly
what customers want. 0.915

OP5—Our firm delivers products and/or services that exceed
customers’ expectations. 0.805

OP6—Our firm’s employees like their jobs in this company. 0.765

OP7—Our firm’s employees do not intend to work for a
different company. 0.770

OP8—Our firm uses up-to-date or new technology in the process. 0.753

OP9—Our firm has enough new products introduced to the market. 0.774

OP10—Our firm is able to produce products with novelty features. 0.696

OP11-The quality of our firm’s products/services compares well with
competing products/services. 0.785

OP13—Sales growth. 0.772

OP15—Employment growth. 0.711

OP16—Return on investment (ROI). 0.768

OP17—Gross profit margin. 0.773

OP18—Return on asset (ROA). 0.811

Note: CR: Composite reliability; AVE: Average variance extracted.

Further, the discriminant validity was evaluated to ensure that the square root of
the AVE was greater than the correlation between constructs. The Heterotrait–Monotrait
(HTMT) test was used to determine the discriminant validity (DV) of the constructs [111].
For the analysis of DV, the HTMT values should not be greater than 0.85 (HTMT.85) [112].
Table 2 shows that all the DV values are lower than the recommended HTMT.85. Thus, the
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discriminant validity of this study has been ascertained and indicates that each construct
is unique and sufficiently distinct from the other constructs in the measurement model.
Table 2 presents the results of the HTMT criterion.

Table 2. Results of HTMT criterion.

Construct Entrepreneurial
Orientation

Knowledge
Management

Process

Organizational
Performance

Entrepreneurial
Orientation

Knowledge Management
Process

0.116
CI 0.90

(0.131, 0.195)

Organizational
Performance

0.103 0.577
CI 0.90 CI 0.90

(0.133, 0.214) (0.511, 0.671)
Note: Criteria Discriminant Validity is established at HTMT0.85.

4.2. Common Method Bias

This study used three stages to account for the typical method’s potential bias [104,113].
First, verify that respondents’ confidentiality is preserved. Second, collect data from key
informants, namely the owner or founder of the online business. Third, do the Harman
single-factor test using all variables included in the exploratory factor analysis [113]. This
technique’s assumption implies that there is no one factor that emerges through factor
analysis, as well as no single general factor that will explain the bulk of the covariance
among the measurements. Subjective metrics based on self-reported data allow for biases
and mistakes. However, when objective measurements are unavailable, subjective measures
can be used by choosing important informants to limit biases and inaccuracies [114,115].

4.3. Direct Relationship

The causal relationships between EO and KMP and between KMP and OP were
assessed using the structural model. To evaluate the structural model, Hair et al. [116]
proposed the use of the coefficient of determination (R2) and path coefficient (β), and the
corresponding t-values obtained via the bootstrapping procedure (5000 interactions) for
the validation of the statistical significance.

The findings show that the value of R2 is 0.473. This means that 47.3 per cent of the
variation that exists in KMP (dependent variable) can be explained by EO (independent
variable). Observations of the study model found that EO had a significant positive
relationship with KM (β = 0.283 t = 4.639, LL = 0.172, UL = 0.371), thus supporting H1.
This finding demonstrates that a high level of EO led to an increase in KMP. Next, a direct
relationship between KMP and OP showed that R2 was 0.546. This means that 54.6 per
cent of the variation that exists in OP (dependent variable) can be explained by KMP
(independent variable). Specifically, the study model showed that KMP had a significant
positive relationship with OP (β = 0.346, t = 4.928, LL = 0.221, UL = 0.453), thus supporting
H2. This observation indicates that a high level of KM increased organizational performance.
Hence, it can be concluded that EO and KMP have a positive effect on the OP of Malaysian
online businesses and that the two proposed hypotheses are sufficiently supported (see
Table 3).

Table 3. Resulting Direct Relationships.

Structural Paths Path. Coeff. S.E. t-Value p-Values Boot LL Boot UL

EO → KMP 0.283 0.061 4.639 0.001 0.172 0.371
KMP → OP 0.346 0.070 4.928 0.001 0.221 0.453

Note: EO—Entrepreneurial Orientation, KMP—Knowledge Management Process, OP—Organizational Performance.



Sustainability 2022, 14, 5081 12 of 19

4.4. Mediating Relationship

The indirect approach was used to test whether KMP was a mediator in the relationship
between EO and OP [117,118], as described in the third hypothesis (H3). The bootstrapping
analysis (β = 0.098) displayed a significant t-value (t = 4.274, p < 0.001) at the 95% confidence
interval (LL = 0.037, UL = 0.159), which did not contain a value of 0 between the intervals,
thereby indicating that there is a mediating effect [118]. Thus, the role of KMP as mediator
is statistically significant—specifically, the relationship between EO and OP is mediated
by KMP, and therefore H3 is supported (see Table 4). Thus, KMP is used as a mediating
variable in this study as a guideline for Malaysian online businesses to boost the relationship
between EO and OP. The overall conceptual model of the role of KMP as a mediator in the
relationship of EO and OP is illustrated in Figure 1.

Table 4. Resulting Mediating Relationships.

Structural Paths Path. Coeff. S.E. t-Value p-Values
BC 95% CI

Boot LL Boot UL

EO → KMP → OP 0.098 0.031 4.274 0.001 0.037 0.159
Note: EO—Entrepreneurial Orientation, KMP—Knowledge Management Process, OP—Organizational Performance.
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4.5. Determination of Coefficient (R2), Effect Size (f2) and Predictive Relevance (Q2)

In addition to the basic measures (path coefficient), it is recommended that the pre-
dictive relevance (Q2) and the effect sizes (f2) also be reported [117,119]. To measure the
effect size (f2), the guidelines proposed by Cohen [120] were used, with f2 = 0.02, 0.15
and 0.35 representing small, medium and substantial effect sizes, respectively. Table 5
shows that EO has a slight effect on KMP (f2 = 0.062), which in turn has a small effect on
OP (f2 = 0.084). Additionally, the predictive relevance (Q2) was evaluated in this study
using the blindfolding procedure. Studies have suggested that a Q2 value higher than 0
indicates the models’ predictive relevance for a particular construct [110]. Table 5 shows
the Q2 values of 0.391 and 0.414 for KMP and OP, respectively, which demonstrates an
acceptable level of predictive relevance.

Table 5. Determination of coefficient (R2), effect size (f2) and predictive relevance (Q2).

Path Coefficient of
Determination (R2) Effect Size (f2)

Predictive
Relevance (Q2)

Entrepreneurial Orientation (EO) 0.062 Small
Knowledge Management Process (KMP) 0.473 0.084 Small 0.391

Organizational Performance (OP) 0.546 0.414
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5. Discussion

The purpose of this study is to examine the factors that can improve organizational per-
formance (OP) among online businesses in Malaysia. Two factors, namely entrepreneurial
orientation (EO) and the knowledge management process (KMP), were examined to de-
termine their effects on OP. Specifically, this study aims to examine the role of KMP as a
mediator in the relationship between EO and OP. A PLS-SEM analysis was used to examine
data from a sample of 350 owners or founders of online businesses in Malaysia. The
data fully support the study’s claim that KMP plays a significant role in mediating the
relationship between EO and OP. An explanation of this discussion is described as follows:

First, the positive and significant relationship between EO and KMP is consistent
with the Resource-Based View Theory, that claims that EO is made up of resources and
capabilities, and that it may be used to develop a business strategy [57,58]. These findings
are in line with the empirical studies on the effects of EO on KMP, e.g., [21,24,73,75,78].
Other study findings also agree that firms with EO are more likely to focus their attention
and efforts on KMP [121]. Besides, Desouza and Paquette [74] argued that the capacity
of individuals within the company to exploit expertise is crucial for the effectiveness
of decision-making. This indicates that a strong EO is able to enhance the KMP in the
organization. Therefore, a positive relationship between EO and KMP was established.

Second, this study shows a positive and significant relationship between KMP and OP.
This is consistent with previous studies that found that organizations that implement KMP
improve their OP, e.g., [23,80,82–84]. Organizations that successfully acquire knowledge
become more outstanding in order to give a high competitive advantage to the organiza-
tion [122]. According to Mahrinasari et al. [52], many studies have found that KMP factors
are the most successful common strategies for organizational growth and survival for
organizations [52]. This study’s findings provide empirical proof that KMP has an effect on
OP. Hence, KMP is an important factor in improving OP for Malaysian online businesses.

Finally, the important findings on the indirect relationship between EO and OP through
KMP are in line with the findings of previous studies, e.g., [24,92,93]. These findings showed
that an effective KMP has been practiced in online business to enhance the relationship
between EO and OP. This finding is in line with KBV, since knowledge is the most strate-
gically significant resource for a firm to achieve superior performance and a competitive
advantage [62]. The findings of the study indicate that three hypotheses have been vali-
dated and provide a clear understanding of EO for running an online business. Specifically,
the EO has a direct relationship with the KMP and, subsequently, with the OP. KMP acts
as a mediator in the relationship between EO and OP. This finding offers a novel insight
into this field of study and contributes to the important theoretical implications of the
performance of online businesses. More importantly, the effective application of KMP in
online businesses enhanced the relationship between EO and OP.

5.1. Theoretical Implications

This study extended the body of knowledge by emphasizing that EO, which includes
innovativeness, proactiveness, risk-taking, competitive aggressiveness and autonomy
elements, is required to promote organizational performance in online business. In addition,
since there are limited studies on this research area, this study contributed new knowledge
by providing more information regarding the importance of implementing EO in online
business, especially from the perspective of Malaysia and developing countries. Although
this study proved the joint effect of the five elements of EO, it does not show which element
affects KMP the most. As such, this study has further reinforced the proposition that EO is a
critical antecedent of organizational performance. This study has contributed further to the
existing literature on EO’s improving of organizational performance through the KM that
is being practiced by the organization, especially in online businesses in Malaysia. Another
contribution is towards KBV, which posits that knowledge is the most strategic resource for
a firm to achieve a superior performance and a competitive advantage [62]. It is evident
that to enhance organization performance, an effective KMP is imperative, as one of the
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important elements in the model, which are derived from better decision making, methods
and practices. Theoretically, this finding has added value to the importance of KMP for
organizations and their employees, and towards the quality of knowledge creation.

5.2. Practical Implications

Based on the findings of this study, business education in Malaysia, particularly on
online business, should conduct seminars and workshops incorporating the theoretical
and empirical findings from the research in their programmes. They can emphasize the
skills, characteristics and knowledge that successful online entrepreneurs must have in
order to combat the constantly changing and demanding environment. Universities or
other agents, like the Small and Medium Industries Development Corporation (SMIDEC),
the Malaysian Franchise Association (MFA), etc., should identify individuals with the
necessary EO characteristics at an early stage to provide the necessary support to groom
them into successful entrepreneurs before they embark into online businesses. Furthermore,
the main function of university should be to groom the students from entrepreneurship
subjects and have the syllabi preserve and convey knowledge and skills including the
EO. This function could be achieved through the implementation of an entrepreneurship-
oriented teaching mode, whereby students are actively encouraged to express their EO
via role play or simulation. Through this teaching mode, entrepreneurship education,
specifically on online business, could be integrated into the whole teaching design on
demand, including the teaching of theory, online business interactions with students,
online business competition, online business training and teaching evaluation, to cultivate
the EO qualities of entrepreneurs as a basic teaching goal.

5.3. Limitations and Future Research

The limitations of this study are the selection of the study’s respondents, from or-
ganizations that are registered with CCM only. Even though all necessary efforts were
taken to obtain the list of registered organizations from other certification bodies, it was not
possible to get the information due to privacy issues. This was due to business strategy
and customers’ confidential policies. Other established certification bodies do not reveal
their customers’ status and information, thus making it impossible to access companies’
information to form the study population. Therefore, the generalization of results to other
alternate settings or organizations not registered under CCM may be not applicable.

Despite its limitations, this study can be extended to further understand the develop-
ment of EO in the online business sector. First, future research can replicate this study in a
wider scope by adding more variables to better comprehend the development of e-business
in Malaysia. Furthermore, among all the variables tested in the research model of the
current study, the analysis showed that the effect of EO on organizational performance
yielded the largest result. Hence, factors contributing to the effect of EO on organizational
performance should be investigated in a more holistic approach, by integrating other fac-
tors, such as at the individual level, since the current study focused on the organizational
level. Additionally, future research should focus on other variables that can strengthen
the effect of EO on organizational performance. The findings from this study can be used
to inform an extension of this study with the same variables to examine the relationship
between KMP and other sectors (i.e., accounting practices). Such a study will be valuable to
management practices by investigating the comparisons between management accounting
and KMP in terms of their contribution to improving organizational performance. By
extending the context of KMP to include other sectors, it is believed that new studies will
benefit practicing communities by drawing on the results to engage their specific needs.
Furthermore, results emerging from future comparative researches that empirically study
the mediation effect of KMP in different contexts or specific business sectors will enhance
the ability of practicing communities to sustain an improved organizational performance.
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6. Conclusions

This study has achieved its objective by proving the mediating role of KMP in the
relationship between the EO and OP of Malaysian online businesses. Data were collected
from 350 owners/founder of online businesses in Malaysia and analysed using PLS-SEM.
This model incorporated EO, KMP and OP as a standard in Malaysian online businesses.
Specifically, the results indicate that EO has a significant effect on KMP, which in turn
significantly impacts the OP of online businesses in Malaysia. Besides, the indirect effect
analysis revealed that KMP acts as a mediator between EO and OP for Malaysian online
businesses. The current findings of this study provide evidence that an effective KMP leads
to better decision-making skills, methods and practices, thus achieving a better performance.
In addition, it is envisioned that the owners or founders of online businesses can utilize
these findings as the basis of their decision-making process regarding the most appropriate
motivational techniques to be implemented in their organization, to spur their business
performance. Thus, this approach will motivate employees to improve their attitudes
towards the implementation of KMP to foster better decision-making skills, methods and
practices within their respective organizations, and thus achieve business success.
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