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Abstract. There is a growing focus on sustainability across all domains of businesses. However, there is
limited evidence on the relationships between organisational efficacy and corporate sustainability. A
central question for researchers and practitioners is whether organisational efficacy can build corporate
sustainability in construction industry. To address this question, the present study seeks to empirically
explore the relationship between organisational efficacy and corporate sustainability. By drawing upon
recent thinking in the strategy and sustainability management literature, this paper argues on the impact of
organisational efficacy on corporate sustainability. Using survey data from 62 housing development
organizations, respondents included executives in charge of sustainability management, such as owners or
sustainability development managers. Questionnaires (and an accompanying letter with survey details and
contact information on the researchers) were sent through email by linking an online survey to the
targeted respondents, and by applying structural equation modelling (SEM). Outcomes suggest that
organisational efficacy enhances corporate sustainability. Respondents responded to 64 items that were
adapted and adopted from previous researchers listed in the questionnaire. The study proposes that a
corporate sustainability framework, which were developed and tested, are valid and reliable. The findings
show that organisational efficacy and corporate sustainability are positively significant and all variables
are formative constructs. The corporate sustainability framework may be used by organisations to assess
and monitor the practices. A principal contribution of this study is empirically developed and has tested
the corporate sustainability framework based on the elements of triple bottom line approach. As it stands,
the investigation provides a foundation for further research, offering opportunities for updates,
amendments and refinements.
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Introduction

Corporate sustainability is a new and evolving corporate management paradigm,
which is used deliberately as an alternative to the traditional growth and profit-
maximization model (Meuer et al., 2020; Wilson, 2003). More often than not, these
companies maintain their corporate sustainability management efficiently by relying on
their corporate culture and substantial business logic. Corporate sustainability identifies
that corporate growth and profitability are important. Therefore it requires the firm to
pursue the triple bottom line concept; economic, social and environmental development
stage by Sanchez-Planelles et al. (2021) and Ahmad et al. (2011). Past literature reviews
suggest that the concept of corporate sustainability uses elements from other established
concept; sustainable development, corporate social responsibility, stakeholder theory
and corporate accountability theory (Wilson, 2003). However, according to Steger et al.
(2007), corporate sustainability is not only about mere compliance to the law, as this is a
prerequisite condition for all companies in order to commence operations and attain
their operating license. Several theoretical frameworks designed on the relationship

QUANTUM JOURNAL OF SOCIAL SCIENCES AND HUMANITIES 3(2): 64-73.
elSSN: 2716-6481
https://doi.org/10.55197/qjssh.v3i2.137



Mustapha amd Hassan: The relationship between organisational
efficacy and corporate sustainability in the construction industry.
-65-

between corporate social or environmental performances and financial performance
have emerged over the years.

These are the elements that drive the corporate sustainability agenda through political
lobbying for regulatory changes and actions aimed at companies and the entire
industries to trigger changes in corporate policies and behaviours. Their actions are
most effective if they can successfully target highly visible companies and brands. The
existing corporate model that contributes to sustainability can be analyzed by applying
instrumental, societal, political and normative theories as stated by Garriga and Melé
(2004), as cited by Schaltegger et al. (2014). Organisational efficacy derives from the
idea of Penrose (1995). In her study on growth firm theory, (Penrose, 1995) looked into
two factors which are human factors and physical factors. These two factors are the
capabilities of an organisation to grow and perform. According to Bohn (2010; 2002),
organisational efficacy is a shared belief that the generative capacity within an
organisation to cope effectively and efficiently with the demands, challenges, stressors
and opportunities that it encounters within the business environment. Currently, the
revolution of the business world is at a rapid rate, therefore, companies are aware of the
need to increase their capabilities as part of their strategy to move forward. In an
organisation, they have or will need to develop these capabilities, including collective
skills, abilities and expertise, to compete and face the future (Zehir and Acar, 2006).
Company capabilities plays an essential role in the corporate sustainability (Cao et al.,
2020; Shams and Hasan, 2020). Bukhamsin (2015) stated that in order to increase
company capabilities, they will need to allocate more sources towards improving their
business pace, due to intensive competition.

The awareness of corporate sustainability begins with the earlier stage of corporate
social responsibility (CSR), whereby organisations focus on improving on social and
environment of the organization back in the 1990s by incorporating CSR into their
corporate agenda. Therefore, even with the increased awareness on corporate
sustainability in Malaysia, the regulations and projects are mostly in its infancy stage
(Abidin and Jaapar, 2008). CSR intertwines with corporate sustainability and has
evolved as a critical factor for most companies’ sustainability to enhance brand image
and reputation, improve financial performance and increase foreign investment and
customer loyalty (Said et al., 2009b). This is due to the lack of technical skills and the
knowledge of its impact on the environment and society (Said et al., 2009a).
Corporations are now held more accountable for their actions towards the environment,
society and community (Darus, 2012). Thus, investigating organisational efficacy’s
perspective towards corporate sustainability is very valuable.

Materials and Methods

As underlined in the research process, the data collection method used in this study is
through questionnaires. Data were collected online by sending a link to the online
survey created on a Google Form platform, directly to the organisations’ email. The
idea of the self-administered online survey is to provide greater flexibility where
respondents can answer at their own leisure and convenience. Furthermore, it helps to
reduce the researchers’ bias due to less personal contact with the respondents. All
respondents were selected from Real Estate and Developer Association (REHDA)
branches that are located in the Central and Southern Region of Malaysia. Participants
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are determined by their willingness to participate in the survey. Using the G-Power
software, the sample size calculated for this study is 37.

Research model and concept

This study utilized the concept of corporate sustainability by Wilson (2003),
collective efficacy theory by Bandura et al. (1999) and the idea of organisational
efficacy theory by Bohn (2002) as the theoretical framework. Unlike other corporate
sustainability model, this model addressed organisational efficacy as a variable that
might have predicted relationship enhancement between corporate sustainability and
organisational efficacy (Figure 2). By building this model, this study may lead to
additional relevant insights in the housing development construction industry.
According to (Bohn, 2010; 2002), organisational efficacy is a shared belief that the
generative capacity within an organisation to cope effectively and efficiently with the
demands, challenges, stressors and opportunities that it encounters within the business
environment. Every aspect of an organisation needs to work together efficiently to
achieve desirable outcomes and reduce the internal weakness of the organisation to
sustain in the industry. H1 A significant relationship exists between organisational
efficacy and corporate sustainability. As Figure 1 shows, the research framework is
incorporated to investigate the corporate sustainability concept from organisational
efficacy’s perspective in a comprehensive way by two constructs.

Organisational Efficacy .| Corporate Sustainability

Figure 1. A corporate sustainability model.
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Figure 2. Factor loadings.

Questionnaire design, pretest and sampling procedure

In this study, a survey is employed as a focal mean for the source of data collection.
Before the survey can be conducted in full scale, a pretest was carried out. The survey
instruments were pilot tested on a small-scale sample of respondents in a housing
development sector. The instruments are then tested for internal reliability based on the
data collected from the pilot survey (Hee, 2014). The measurement met the requirement;
hence data was collected through emails by sending a link to the questionnaire from
Google Document. SmartPLS was employed for data analysis. This research took place
in Malaysia and is aimed to analyze Malaysian housing development construction
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industry and the information that caters towards corporate sustainability that is not
clearly defined initially. This research strives to provide a clearer understanding, as well
as creating new knowledge in the academia with regards to corporate sustainability in
the Malaysian housing development construction industry.

The unit of analysis for this study is made up of organisations on housing
development construction industry. The government approved a total of 81,434 house
units for private developers to construct within all price ranges. 64% of the units will be
in the Central and Southern Region of Malaysia consisting of Selangor, Wilayah
Persekutuan Kuala Lumpur, Negeri Sembilan, Melaka and Johor. The research
sampling frame is about 726 companies as listed in Real Estate Housing Development
Association and 77 companies listed on Bursa Saham Malaysia as of 2016. This study
will focus on the Central and Southern Region due to the rapid urbanization especially
in Klang Valley (CIDB, 2015). 51.22% of total construction companies are also situated
in both regions. Looking at the rapid development leaning towards the Central and
Southern Region of Malaysia, it was decided that this study will focus on the states in
these two regions. In this study, the survey afforded a systematic approach to explore
organisational efficacy and corporate sustainability with a larger population. Items
included in the questionnaire ensured that data will be collected within parameters of
the research problem. Three categories of information are in the questionnaire;
demographic profile, the organisational efficacy, and corporate sustainability. The
questionnaire, therefore, allowed aspects of sustainability of the large target population
to be systematically identified. The use of Likert Scale in the survey, combined the
opportunity for flexible responses with the ability to determine correlations and other
forms of quantitative analysis. They can afford to determine frequencies, correlations
and other forms of quantity and quality (Cohen et al., 2002).

The questionnaire consists of three sections; Section 1 contained four items on
demographic profiles (Table 1); Section 2 contained 17 items on organisational
efficacy; and Section 3 contained 47 items on corporate sustainability as in Figure 1.
Responses for Section 2 and 3 are rated on a five-point Likert Scale (1=Strongly
Disagree; 5=Strongly Agree). In this study, the Likert scale can be analyzed excellently
as interval scales (Corner and Brown, 2011). According to Corner and Brown (2011), it
is suggested that the scale item should be at least five; hence the five-point Likert scale
is used as it can make a compromise between the conflicting goals of offering enough
choice and making things manageable for respondents (Johns, 2010). The items in the
questionnaire utilized key points from the literature on Organisational Efficacy and
Corporate Sustainability as this came from previous literature; adaption and adoption
questionnaire. For Organisational Efficacy, questionnaires which specifically looked at
organisational efficacy scale by (Bohn, 2010), are used as a reference. For corporate
sustainability, items were adapted from Hahn and Scheermesser (2006).

Table 1. Description of the samples.

Numbers of respondents  Percentage =~ Cumulative in

in frequency (N) (%) percentage (%)
<4 years 10 16.1 16.1
5-9 years 12 194 35.5
Operation 10-14 years 16 25.8 61.3
period 15-19 years 10 16.1 77.4
20-24 years 2 3.2 80.6
>25 years 12 194 100
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<100 46 74.4 744

Number of 101-200 12 19.4 935
employees 201-300 2 3.2 96.8
601-700 2 3.2 100

<RM24.9M 32 51.6 51.6

Salary RM25-RM99.9M 12 19.4 71.0
RM100M-RM199.9M 16 25.8 96.8
RM400M-RM499.9M 2 3.2 100

Corporate <3 years 30 48.4 48.4
sustainabili 3-5 years 20 32.3 80.6
ty 9-11 years 4 6.5 8.1
awareness >15 years 8 12.9 100

Results and Discussion

The study distributed questionnaires using Google Forms and sending the link in
listed emails to respondents in this study. The study collected 62 responses and
conducted initial screening for usability and reliability. Table 1 lists demographic
information about these 62 respondents. In PLS-SEM, the sample size requirement must
be at least ten times of the largest number of structural paths directed at a particular
latent construct in the structural model (Hair et al., 2011). Figure 1 shows that there is
one path from organisational efficacy to corporate sustainability, thus the sample must
be greater than 10. By using G-Power calculator, the appropriate sample size is 37.
Therefore, the sample of 62 responses in this study satisfies the minimum size
requirement for PLS-SEM.

PLS-SEM analysis necessitates checking for unidimensionality of each block in the
model. A block is unidimensional when its Cronbach's alpha (o) value and composite
reliability (CR) value are greater than 0.7. Table 2 shows that in this study's model, the
Cronbach's a values range from 0.935 to 0.977 and the CR values range from 0.943 to
0.978, exceeding the threshold value (0.7). Table 3 shows the discriminant validity
value of 0.849 indicate that the measures were discriminant and established. Table 4
also lists the measurement model estimation results, including the outer weights, outer
loadings, and average variance extracted (AVE) measures. The outer loadings, which
represent the loadings of the reflective manifest variables with their respective latent
variable, are useful to assess individual item reliability. A loading higher than 0.4
signals the item's reliability (Hair et al., 2011). In this study, all outer loadings (ranging
from 0.5 to 0.94) are higher than 0.4. The average variance extracted (AVE)
measurements are useful to assess the convergent validity of the constructs. In this
study, AVE measurementss vary from 0.501 to 0.502, passing the threshold value (0.5)
that had suggested by researchers. To assess the discriminant validity, the square root of
the AVE measurements on each construct must exceed the estimated correlations
between the construct and other constructs in the model. In this study, the square roots
of AVE on each construct (i.e., the diagonal elements in Table 5) are greater than the
correlations of the construct with other constructs (i.e., those related off-diagonal
elements in Table 5). After validating the measurement model, the research then
estimates the structural model which specifies the relationships between latent variables.
Figure 2 are the path coefficients for the endogenous latent. The empirical results show
that organisational efficacy associates significantly with corporate sustainability
(B=0.519, 95% Confidence Interval of direct effect (0.213, 0.784), t-value=3.65 and
p=0.0000). The empirical results support hypothesis (H1) and achieved the study
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objective. The evaluation model fit SRMR is 0.114, the SRMR takes values between 0
and 1. The lower the SRMR, the better the model fit (Brown, 2006; Schermelleh-Engel
et al., 2003).

This research confirms that organisational efficacy is significantly associated with
corporate sustainability. Prior research shows that most organisation prefer using
management accounting practice and financial as a guidance to measure their
performance (Lu, 2016; Hu and Sathye, 2015; Rahdari and Anvary Rostamy, 2015;
Halim et al., 2014), which leads to the understanding of sustainability from economic
foundation (Sabatino, 2016; Helm, 2007). Under these circumstances, the dimension of
resilience or adaptive capacity barely exist which makes the organisation least likely to
survive in difficult situation. That is why Bohn (2010) suggests that organisations
should or need to focus on building organisational efficacy as a way to sustain in their
industry. From the results of this study, one can infer that organisational efficacy will
gradually turn out to be an important segment as part of corporate sustainability.

Table 2. Reliability and convergent vaidity test.

Category Cronbach’s Alpha Composite realiabiity AVE
Organisational efficacy 0.935 0.943 0.501
Corporate sustainability 0.977 0.978 0.502

Table 3. Discriminant validity test.

Category o : Sl —
Organisationa efficacy Corporate sustainability
Organisational efficacy - 0.849
Corporate sustainability - -
Table 4. Results of R” test.
Category R? Adjusted R?
Corporate sustainability 0.722 0.713
Table 5. Reliability and convergent validity test.
95% of
Category Direct _ confidence t-Value Significant  Hypothesis Re_search
path interval of the (p<0.05) supported  objective
direct effect
Organisational
efficacy > 5 935 0.943 0.501 O Yes Yes
corporate

sustainability

Conclusion

This study highlights important concepts relating to corporate sustainability in
housing development construction industry by developing a research framework, with
one of its hypotheses is to explore the relationship between organisational efficacy and
corporate sustainability. This analysis shows that organisational efficacy would
significantly affect corporate sustainability, and their influences (in terms of path
coefficients and statistics significance) are much stronger. This specific finding may
explain why organisations need to change their strategy to focus more on behaving
efficaciously in order to sustain in their industry. The empirical results of this study

QUANTUM JOURNAL OF SOCIAL SCIENCES AND HUMANITIES 3(2): 64-73.
elSSN: 2716-6481
https://doi.org/10.55197/qjssh.v3i2.137



Mustapha amd Hassan: The relationship between organisational
efficacy and corporate sustainability in the construction industry.
-71-

imply that when positive influences are greater than negative, organisations will need to
realign their strategy towards corporate sustainability. This study does not address the
issues of the influence of management control system, open innovation, and
effectiveness; but different industries with various design philosophies and
implementation approaches that might have different outcome and exploring the
relationship. Therefore, to study various designs and implementation issues in follow-up
research efforts would be interesting.

This study inevitably suffers from difficulties owing to time and budget limits. All
the data in this empirical study comes from participants in the Malaysian housing
development construction industry listed under Real Estate and Housing Development
Association (REHDA), so the results might not be directly applicable to other contexts
due to different cultures, customs, lifestyles, and habits in other
industries/regions/countries. Difference in these areas may play an important role in
spelling out the difference in the decision of efficacious behaviour and sustainability
contents. Another topic for future investigation is to explore the mediating effect of
management control system in housing development construction industry with
necessary modifications. A wider scope of exploration can make design principles and
specific application guidelines that this study identifies and suggests more generalized.
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