
 

 

 
Abstract—Adapting quickly to environmental dynamism is 

essential for an organiz ation to develop outsourcing strategic and 
management in order to sustain competitive advantage. This research 
used the Partial Least Squares Structural Equation Modeling (PLS-
SEM) tool to i nvestigate the factors of  environmental dynamism 
impact on the stra tegic outsourcing success among electrical and 
electronic manufacturing industries in o utsourcing management. 
Statistical results confirm that the inclusion of customer demand, 
technological change, and competition level as a new combination 
concept of environmental dynamism, has positive ef fects on 
outsourcing success. Additionally, this research demonstrates the 
acceptability of PLS-SEM as a statistical analysis to furnish a better 
understanding of environm ental dynamism in ou tsourcing 
management in M alaysia. A practical finding contributes to 
academics and practitioners in the field of outsourcing management. 
 

Keywords—Environmental Dynamism, Customer Demand, 
Technological Change, Competition Level, Outsourcing Success.  

I. INTRODUCTION 
N strategic outsourcing success, Environment Dynamism 
(ED) has l ong been considered one of t he important 

contingencies. Recently, the complexity of business 
environment has i ncreased proportionally with the Customer 
Demand (ED), Competition Level (EC), and Technological 
Change (ET) [1]. Since ED stands as an important research 
topic here, it is therefore a need to dig deeper information out 
to confront the influence of environmental dynamism on 
Outsourcing Success (OS) thoroughly. The main objective of 
this research is to access how environmental dynamism affects 
the strategic performance of outsourcing success. Despite the 
abundance of literature previously, an expression of 
environmental dynamism in term of c ustomer demands, 
competition levels, and technological changes simultaneously 
is considered rate in hitherto. Thus, this research proposes to 
investigate the effects of this environmental dynamism 
expression on strategic outsourcing success.  

 
M. G. Ha ssan is the senior lecturer with the Sch ool of Technology 

Management and Logistics and the principals of student residential halls, CO 
4868 Universiti Utara Malaysia (phone: 604-92 8-4370; e-mail: 
ghozali@uum.edu.my).  

A. A. Othman is the senior lectur er with the Sch ool of Technology 
Management and Logistics and the coordinator of COB Postgraduate 
Programme, Universiti Utara Malaysia (phone: 604-928-7016; e-mail: 
abdaziz@uum.edu.my). 

M. A. Is mail is the senior lecturer with the School of Technology 
Management and Logistics under Department Of Logistics and Transportation 
and the principals of student residential halls Malaysia Airlines Syste m, 
Universiti Utara Malaysia (phone: 604-928-7046; e-mail: azril@uum.edu.my). 

II. RESEARCH MODEL 

A. Environmental Dynamism  

Environmental dynamism is defined as “the extent of 
frequency of change in technology, demand and competition” 
[2]. According to [3], environmental dynamism is an outcome 
caused by the complexity and instability of the ex change in 
the environment. Additionally, there are three dimensions of 
environmental dynamism namely technology changes, 
customer demands and lev els of market competition. The 
above arguments lead to a key hypothesis: 
H1. Environmental dynamism has a significant positive 

impact on outsourcing success.  

B. Technological Change  

In this research, technology change is c onsidered as the 
possible technology enhancement. In other words, it is needed 
by novel technology which may make the c urrent 
technological efforts obsolete. Foll owing previous scholars 
[4], this study defines technology change as “The extent of 
changes in the supplier-manufacturer relationship resulting 
from the technology advancement within the industry”.  

Technological changes that normally follow high levels of 
environmental dynamism can deteriorate what was once a 
very successful company. Through their increased reliance on 
manufacturing outsourcing within high levels of 
environmental dynamism, managers may be flex ible enough 
to opt for alternative suppliers as technology requires. Hence, 
strategic outsourcing not only offers scale economies during 
technological changes, but also helps in coping with risk. 
From this viewpoint, strategic outsourcing enables predictable 
and organized patterns of exchange in and among firms. The 
above arguments lead to the first sub hypothesis that 
technological change, as one of the dimensions of 
environmental dynamism, has a significant positive impact on 
outsourcing success.  

C. Level of Competition  

An exchange might face different possible levels of 
competition in a new market. Competition levels may have 
different implications on t he exchange partner’s market 
strategy. Based on  the definition of previous scholar [5], this 
study defines level of market competition as “the extent of the 
level the environmental entities facing a channel are 
dissimilar to one another and the minimal extent to which 
these entities are coordinated or structured”. 

The above arguments lead to the second sub hypothesis that 
competition level, as one of the dimensions of environmental 
dynamism, has a significant positive impact on outsourcing 
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The hypothesis testing confirmed a p ositive significant 
relationship between environmental dynamism and 
outsourcing success with at 1% level of significant as shown 
in Table V I. Fig. 2 present s a graphi cal view of the model 
together with the results of hypothesis testing. 

 
TABLE VI 

SUMMARY OF HYPOTHESIS TESTING 
Description Result 
Relationship Environmental dynamism to outsourcing success 

Path coefficient 0.6214 
Mean 0.6290 

Standard deviation 0.0494 
Standard error 0.0494 

T-statistics 12.5821 
Decision H1 is acceptable 

VI. DISCUSSION AND CONCLUSION 
The concept of environmental dynamism was expected to 

have a posit ive significant relationship with outsourcing 
success. The three dimensions of environmental dynamism 
are, the exten t to which company faces different possible 
levels of competition in a market, distinct technological 
changes, and unsystematically fluctuating level of customer 
demand for a product or product type. Cumulatively, the three 
dimensions of environmental dynamism represent frequency 
of change in demand, technological change, and co mpetition 
level that indicate the organizational ability to und erstand 
complexity and instability in the environment of the exchange 
that is required for strategic outsourcing success. All these 
three dimensions are required to be present in order to explain 
exchange environment. Therefore, customer demand, 
technological change and market competition have to exist t o 
cater to customer needs in the form of unexpected changes in 
the environment characterizing the supplier-manufacturer 
exchange. 

This research supports conventional views of the influence 
of the three dimensions of environmental dynamism (customer 
demands, competition levels, and t echnological changes) on 
outsourcing success. Besides, it also acc essed the reliability 
and validity of the measures used in PLS-SEM and provides a 
result that exhibited both convergent and discriminant validity. 
Furthermore, the values of Cronbach Alpha and Composite 
Reliability offered supportive reliability as well. As a 
conclusion, the findings of this research confirmed the impact 
of environmental dynamics on strategic outsourcing success. 
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