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ABSTRACT 

 

Innovation is very important in business, either for large firms and Small and Medium 

Enterprises (SME) especially in new products development process. Hence, many 

companies in Malaysia are directly involved with innovation process, especially the 

automobile industry. Perodua Sdn Bhd already operates for 26 years which has 

launched various vehicle models starting from Perodua Kancil and latest Perodua 

Aruz. Perodua makes innovation as the basis for product development. However, based 

on Malaysia Sales Satisfaction Index 2018, Perodua at the bottom ranks among 10 

automotive companies based on that article. Based on customer feedback, at the early 

stage of operation several weaknesses have been identified in relation to product 

innovation produced such as design features, relationships with suppliers and safety 

aspects. Consequently, Perodua has taken drastic steps to improve innovation while 

enhancing customer satisfaction. In view of that, the main purpose of this study was to 

explore the innovation activity and sustainable product innovation implementation at 

Perodua Sdn Bhd. In this study, qualitative method based on interview was implement 

with Service Manager who has 10 year experience at Putrajaya Presint 14. The results 

of the study revealed that design, performance, features, safety serviceability and 

quality tool and technique that have strong relationship to achieve sustainable product 

innovation implementation. This paper is able to be a guideline especially for 

automotive company in order to achieve kaizen in their business operation and for the 

future researcher for the reference. 
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INTRODUCTION 

 

The word innovation is often being confused with the word invention. The word 

innovation is originated from Latin word, “innovare” which means “to make something 

new”. The dimensions and constructs of innovation which are mostly used by many 

studies in various fields. Therefore, it has been proven that the constructs below can be 

adapted in many studies in order to measure the degree of firms’ innovativeness. This 

is because the combination of both technological and administrative innovation could 

give a holistic view to what extent the firm could innovate thus indirectly shows its 

performance. 

 

The new product innovation literature emphasizes the importance of introducing new 
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products on the market for continuing business success. Its contribution to the growth 

of the companies, its influence on profit performance, and its role as a key factor in 

business planning have been well documented. New products are responsible for 

employment, economic growth, technological progress, and high standards of living. In 

the last few decades, the number of new product introductions increased dramatically 

as the industry became more aware of the importance of new products to business. 

 

Scientists and different industries used a different approach from many perspectives 

regarding the definition of innovation, including radical or incremental changes in 

products, processes and markets. Defining innovation determines the degree and nature 

of innovation in a particular organization. This fact highlights a number of critical 

implications for organizations and creates a new order for the management of 

innovation. In order to build an organization able to carry on its activity on long term, 

it is important to understand the key role of soft part of the organization within the 

innovation process. 

 

Automotive industry in Malaysia is consists of 27 vehicle producers and over 640 

component manufacturers. The Malaysian automotive industry is the third largest in 

Southeast Asia, and the 23rd largest in the world, with an annual production output of 

over 500,000 vehicles. The automotive industry contributes 4% or RM 40 billion to 

Malaysia's Gross Domestic Product (GDP), and employs a workforce of over 700,000 

throughout a nationwide ecosystem. Automotive industry both in the year can see 

increasingly in total production volume, total industry volume, GDP.  With the update 

on the automotive industry 2018 the growth of the Malaysian automotive market. 

 

Perusahaan Otomobil Kedua Sdn Bhd, PERODUA, established in 1993, is a joint 

venture company between Malaysian and Japanese partners.  In Malaysia Perodua is 

second automobile manufacturer which after Proton. The presidents and CEO of the 

PERODUA is Datuk Aminar Rashid Salleh. Perodua does not contend with Proton for 

the similar market niche because Perodua mostly produce small-compact cars. Since 

end of 2009, Perodua has sold some 1.67 million units of vehicle of a variety of models. 

Perodua also sell overseas their cars to UK, Singapore, Brunei, Fiji, Nepal and Sri 

Lanka. 

 

Myvi has been release on May 2005. The model was consider as best-selling model. In 

2018 Perodua produce a variety of new model of Myvi. Due to that demand from 

customer towards new Myvi was increase drastically. Unfortunately, at the same time, 

Perodua facing with some big problem when one of its vendor unable to fulfil its 

requirement. It were resulted 3,000 customers who were supposed to be scheduled to 

receive their vehicles unable to register their new Myvi before the end of that particular 

year. To avoid customer satisfaction decrease and to sustain the customer service, 

Perodua provide appropriate compensation and contact customers through branches 

throughout Malaysia. More than 68,000 units of Myvi have been handed over to their 

owners from the 120,000 orders received since the launch of the model in November 

last year (Berita Harian, 2018). 

 

Figure 1 from J.D. Power has announced its 2018 Malaysia Sales Satisfaction Index 

(SSI) Study, which is a comprehensive analysis of the new-vehicle purchase and 

delivery experience based on responses from 2,477 car buyers who bought their cars 

between September 2017 and May 2018. The six weighted factors that affected overall 
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customer satisfaction with the new-vehicle purchase experience. These include dealer 

sales consultant (26%); dealership facility (25%); delivery process (19%); working out 

the deal (14%); paperwork completion (14%); and dealership website (2%). This 

problem show that customers are not only looking at the price of buying but 

emphasizing on other factors and aspects of the car's long-term use such as design, 

performance, features, safety and serviceability (J.D Power, 2018). 

 

 
 

Figure 1 

Malaysia Sales Satisfaction Index 2018 

 

Research objectives usually clarify about the main topic of my research. It will elaborate 

more about the idea of this research. Basically it is all about on what researcher want to 

achieve and measure in the research. This study to investigate sustainable innovation 

services implementation a case at Perodua Sdn. Bhd.  

 

Therefore, the main objectives of this study is: To explore the relationship between 

innovation activity and sustainable product innovation implementation at Perodua Sdn. 

Bhd. 

 

The findings of this study to help Perodua who wish to enhance the productivity of the 

company in the ongoing development. In addition, this study helps company take action 

on some aspects of the shortage to improve and continues increase profits and customer 

trust. Then, help Perodua find out the reasons and factors why some of the aspects 

studied need to be improved and enhanced so Perodua can be more competitive with 

competitor. Lastly, in this research Perodua's company is one of the largest car-

manufacture companies in Malaysia and the innovations undertaken by Perodua to 
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increase sales and eventually move in tandem with other car brands in the future by 

using the latest technology. This study can provide Perodua the information on changes 

that can be implemented by the company. Therefore, the development of Perodua 

companies can provide a positive change and become the biggest contributor to the 

country's economic growth. 

 

 

LITERATURE REVIEW 

 

Innovation 

 

According to Tiwari (2008), an innovation is the implementation of a new or 

significantly improved product either to produce a good or service, or process, a new 

marketing method, or a new organizational method in business practices, workplace 

organization or external relations scope for the innovation is too big and not only focus 

on the product but can be internal of the management for the company. Meanwhile, 

innovation from a European Commission Perspective means, innovation is the 

successful production, assimilation and exploitation of novelty in the economic and 

social spheres (Spinoglio, 2015). 

 

Innovation activities are all scientific, technological, organizational, financial and 

commercial steps which actually, or are intended to, lead to the implementation of 

innovations. Innovation activities also include research and development (R&D) that is 

not directly related to the development of a specific innovation (Tiwari, 2008). Because 

of that according to Jabbari (2012), every company should has innovation process from 

creation to playing, when a product enters growth step, the company must play a change 

in product for supplying to market, because, another companies have reached the 

technology for producing a new product or improve an existing product to being a better 

one and make a product that has a value and benefit by using the process and systematic 

approach for the innovation. 

 

Product innovation 

 

Intense global competition, rapid technology change and shifting patterns of world 

market opportunities compel companies to continually invest in new product innovation 

(NPI) if not for profit, then for survival, and this is considered to be the key to success 

for the company to compete with the competitors from other company the advance of 

new products and their development is widely recognized as an important source of 

competitive advantage (Davies, 2000). After that, according to Dahan (2010), 

successful NPI is a critical cornerstone of firm success. Significant incentives exist for 

firms to continuously introduce viable new products to the markets they serve. New 

product development cannot be managed successfully without a clear understanding of 

customers and their changing needs. 

 

According to Komninos (2002), managing the new product innovation process has 

become a challenge for firms as it requires extensive financial and human resources and 

is time sensitive. Those new products may be based on other already existing ones and 

act as a complement or improvement to existing offerings, or may be totally new 

products based on new technology without the need of support from others. Meanwhile, 

for successful conversion rates from ideas to innovation, organizations have to pay 
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attention to both research and development (R&D) and the new product process or 

innovation systems. New product process consists of concept development and testing, 

business analysis and marketing strategy development, product design, prototype 

development and testing or virtual reality build up and testing, test marketing and 

commercialization (Nagasimha et al., 2015). 

 

Automotive industry 

 

The automotive industry is a wide range of companies and organizations involved in 

the design, development, manufacturing, marketing, and selling of motor vehicles some 

of them are called automakers. It is one of the world's largest economic sectors that give 

a big income or revenue to every of the country in this world (MARii, 2018). Figure2 

is the production statistics for 2018 about the total unit of the car and commercial 

vehicles that produce between 50 of countries in this world (OICA, 2018). 

 

      
 

Figure 2 

Production Statistics year 2018 

 

Figure 3 is about overview of the Malaysian automotive industry in 2017 and 2018 

come from the Ministry of International Trade and Industry (MITI). Automotive 

industry both in the year can see increasingly in total production volume, total industry 

volume, gross domestic product (GDP).  With the update on the automotive industry 

2018 the growth of the Malaysian automotive market (Industry, 2018). 

 

The manufacturers of vehicles are now racing to produce vehicles that are no longer 

emitting smoke, including electric vehicles and hybrids. The development of vehicle 

technology, it covers many aspects not only the technology but also the type of fuel 

used. To elaborate on the technology, Prof Dr. Azhar Abdul Aziz from (UTM) said that 

a hybrid technology equipped with two or more sources of power to drive the vehicle. 

Eco-friendly vehicles are a necessity in the future as conventional vehicles and use 

hydrocarbon fuels and bring about large-scale environmental pollution caused by the 

large number of vehicles on the road (Junus, 2015). 
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Figure 3  

Overview of the Malaysian Automotive Industry in 2018 

 

However, most of the country's success in developing the local automotive industry has 

been driven by policies that support local vehicle manufacturers. In the future, global 

and domestic challenges will test the sustainability of the industry. The current global 

industry exhibited a slowdown in growth, mass destruction and rationalization that 

urged local vehicle manufacturers to join in order to achieve a higher level of scale. 

Recognizing this global environment, the National Automotive Policy is designed to 

address these problems and challenges and to transform the local automotive sector to 

be more resilient, competitive and contributing to the economy (KLIK, 2018). 

 

Perodua Sdn Bhd 

 

Perusahaan Otomobil Kedua Sdn Bhd, PERODUA, established in 1993, is a joint 

venture company between Malaysian and Japanese partners.  In Malaysia Perodua is 

second automobile manufacturer which after Proton (UK essays, 2016). Perodua is 

located on a 138-hectare site in Sungai Choh, Rawang, and Selangor Darul Ehsan. 

Besides, in the year of 2001, Perodua Auto Corporation Sdn Bhd (PCSB) was 

established in the final quarter year. Furthermore, there are also another two joint 

venture partners of PCBS from Japan which are Daihatsu Motor.Co.Ldt. and Mitsui & 

Co. Ltd. The PCBS are being managed the manufacturing operations of the Perodua 

Group. Figure 4 show the type of car that has been introduced by Perodua since 1994 

with Perodua Kancil until 2018 with Perodua Aruz (Perodua, 2018). 

 

 
 

Figure 4 

Model of Perodua car 
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Based on the above discussions, the main purpose for this study is to explore innovation 

activity that would lead to achieve sustainable product innovation as per illustrate in 

Figure 5. 

 

 

 

 

 

Independent Variable                                      Dependent Variable 

 

Figure 5 

Research framework 

 

 

RESEARCH METHOD 

 

Research design 

 

Researcher were able to conduct survey using qualitative approach by obtaining data 

through interviewing and observation. The information can be obtained by using the 

interview method and also based on researcher observation. The type of research done 

by the researcher is qualitative. Data collection will be obtained randomly by 

respondent in which studies are conducted in Putrajaya Presint 14. The researcher will 

get at least 1 respondent with experience more than 5 years to get feedback on this 

research. 

 

Data collection method 

 

Interview 

 

The researcher use an interview as a research instrument and will conduct face-to-face 

communication. This interview is based on the objective for respondent to answer each 

of the question to achieve the objective. As a result, researcher will record the interview 

session, it will also make reference to the researcher for subsequent writing. The 

photographs that will be taken with the respondent will be a proof that the study 

instrument conduct in an interview. This method to show the reliability and validation 

of the interview with respondent feedback. 

 

 

 

 

 

 

 

 

 

 

 

 

 

Innovation Activity 

Sustainable Product 

Innovation 

Implementation 
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Question for interview 

 

Table 1 

Question interview for Perodua Otomobil Kedua Sdn Bhd 

 

No Part of question Questions based on elements 

1 Profile background of 

respondent 

1. Position 

2. Branch 

3. Experience 

2 Research Objective 1 

Innovation activity 

1. How innovation is carried out by Perodua on the 

design of an automobile? 

2. How innovation is carried out by Perodua on the 

performance of an automobile? 

3. How innovation is carried out by Perodua on the 

features of an automobile? 

4. How innovation is carried out by Perodua on the 

safety of an automobile? 

5. How innovation is carried out by Perodua on the 

serviceability? 

 

 

Validation  

 

Based on the feedback that researcher obtained from the interview session, it will be 

analysed. From the result of the interview, researcher will make the feedback as a 

transcript for being the data collected. From the results, the transcript will be review by 

the respondent to get the confirmation and reliability that the answer is related to the 

interview session. The researcher will improve for any idea and comment from the 

respondent after the transcript done reviewed. Lastly for getting the approval and 

confirmation, the researcher will setting for the second appointment with the 

respondent. During the second appointment, researcher want to obtain the validation 

and authorization from the respondent regarding the result from interview session will 

be publishing. This research is conducted to achieve the 3 objectives about sustainable 

product innovation implementation a case at Perodua Sdn Bhd. 

 

 

DATA ANALYSIS AND DISCUSSION 

 

Based on Table 2, the following is the result of an interview with the respondent from 

Perodua Service and the discussion from the data obtained to achieve the objectives of 

this study. This study, include 5 elements which is design, performance, features, 

safety, and serviceability. 

 

Research Question: Does innovation activity influence sustainable product 

innovation implementation at Perodua Sdn Bhd? 
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Table 2 

Transcript for objective 1 

 

Response Discussion 

How innovation is carried out by Perodua 

on the Design of an automobile? 

Perodua has been established in 1993 and it’s 

a joint venture company between Malaysian 

and Japanese partner. Innovation activities 

been carried out by sharing technology 

between both company (Daihatsu & Perodua).. 

For example, the new model been launch 

which is Perodua Aruz and has a similarity in 

term of design and technology with Daihatsu 

Terios and Toyota Rush. Perodua engineer 

have done an excellent job by designing a 

features that suit with Malaysian need and 

equip the car with better technology. The 

important is Perdoua will be able to maintain 

the identity and trademark organization.  

 

 

 

Regarding for this element about 

the design, it is show the positive 

result according to Zawawi, et al 

(2016), that innovation is to make 

something new. Innovation can be 

presented as a discipline which can 

be learned and practiced. In other 

words, innovation is also said as an 

idea, practice, or object that is 

perceived as new by an individual 

or other unit of adoption. 

 

 

How innovation is carried out by Perodua 

on the Performance of an automobile? 

Perodua producing an affordable car which is 

reflecting the slogan “Building Cars People 

First”. Designing a compact car with variety of 

engine capacity suit with customer demand in 

different market segment. Perodua manage to 

develop technology that increase the 

performance of that car such as ‘ECO’ mode 

which is to increase fuel efficiency, reduce 

fuel, consumption and better emission. 

Customer now can travel more with same 

amount of petrol filled in their car.  

 

 

 

According to Junus (2015), The 

development of vehicle technology, 

it covers many aspects not only the 

technology of combustion engines 

but also the type of fuel used. Eco-

friendly vehicles are a necessity in 

the future as conventional vehicles 

using ICE use hydrocarbon fuels 

and bring about large-scale 

environmental pollution caused by 

the large number of vehicles on the 

road This article show the positive 

result about this performance 

elements.  

 

How innovation is carried out by Perodua 

on the Features of an automobile? 

In term of the features, Perodua will keep 

continues improving the features in each 

model produce based on customer feedback. 

The feedback will analyse by Perodua to 

choose the relevant features to be applied into 

the car; noy only the accessories but also for 

safety. The example of features undergo in 

innovation activities was reverse camera, push 

start/stop button, smart entry with smart key, 

charging ports, and digital audio system with 

 

 

Based on this result, it is show the 

positive for the features element 

according to Dahan (2012). 

Significant incentives exist for 

firms to continuously introduce 

viable new products to the markets 

they serve also can help firms 

overcome the slowing growth and 

profitability of existing products 

and service. New product 
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Bluetooth, USB & MP3, multimedia system 

with navigation and 'smart link' for android.  

  

Other than that, the new innovation features 

been applied since on Perodua Aruz was the 

integrated driving video recorder (DVR). It is 

used to record the scenery along the way and 

also can be as evidence if they involved in an 

accident. Last one, the new features is Built-In 

Toll Reader which is similar with smart tag. 

The customer only need to insert the toll card 

because already has a special system to detect 

the toll card. 

 

development cannot be managed 

successfully without a clear 

understanding of customers and 

their changing needs.  

 

 

How innovation is carried out by Perodua 

on the Safety of an automobile? 

Next, in term of the safety that Perodua applied 

for every of model car for the innovation is like 

Vehicle Stability Control (VSC) and Traction 

Control (TRC), Hill-Start Assist (HSA), 

Emergency Stop Signal (ESS), ISOFIX system 

and Anti-Snatch Hook.  

 

After that, the new technology that Perodua 

introduces are based on the research which is 

Advanced Safety Assist (A.S.A) 2.0 with 

pedestrian detection. The function of the 

system or technology is more innovative and 

the latest version which is created more 

forward-looking system that aims to help the 

customer. This technology has a special 

system that call as a reminder or alarm to 

identify any front object such as the person 

who is crossing the road in certain distance and 

speed. This system is the second version by 

Perodua to improve the function and benefit to 

customer. Meanwhile, for the first version only 

can detect flat and rectangular objects. If the 

object is only half appears, this system is 

undetectable like the back view of the van or 

lorry. The first and second version was 

introduced to reduce the accident and prevent 

for negligence.  

 

 

 

For successful conversion rates 

from ideas to innovation, 

organizations have to pay attention 

to both R&D and the new product 

process or the new product 

innovation systems. New product 

process consists of testing, product 

design, prototype development and 

testing or virtual reality build up. 

Value engineering could also be 

used. The ‘drop error’ and the ‘go 

error’ need to be avoided to 

improve the success rate of the new 

product process in the market 

according to Nagasimha, et al., 

(2015). This article supported for 

this elements in term of safety. It is 

can show that important do the 

research and development. 

 

 

How innovation is carried out by Perodua 

on the Serviceability? 

One of Perodua aim was to produce a car with 

better serviceability. Focusing on customer 

profile will indicate the reliability of this 

brand. Customer will buy Perodua car because 

 

 

Innovation is one of the most 

important concerns of each 

organization and its role in the 

development and coordination of 
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of the affordability and its serviceability. For 

an example, each Perodua car will be include 

with indicator for service reminder inside the 

meter. Nowadays, the Perodua car has a 

special system as a reminder at the car to give 

a signal for customer do a maintenance service 

at each 10,000km. Then for Fully Synthetics 

engine oil, which is a joint venture initiative 

with Petronas, the car can be drive up to 10,000 

kilometer before its need to be change. So, 

customers are more convenient to plan their 

expenses in a period of 6 month. Perdoua also 

have increase the warranty interval from 3 year 

with 100,000km to 5 years with 150,000km. 

 

Why Perodua can give this long range of 

warranty? 

This is because of the confidence from 

Perodua company. In terms of the quality of 

the spare parts used by Perodua and the 

innovations used in the material to make things 

such as engine compartment and technology-

enhanced oil usage for a better one and longer 

usage. The use of oil also helps to smooth the 

engine to enable the use of 'ECO'. As a 

conclusion, this is for to attract customer 

royalty and satisfaction towards Perodua Sdn 

Bhd. 

the market is inalienable. 

Innovation in all human areas is 

applicable from product 

development and other perspective. 

In this term the important of 

innovation and its crucial role in 

growth, survival and success of 

organizations according to Jabbari 

(2012). This article supported for 

this elements to show important for 

company concern about innovation 

to attract customer in buying their 

product.  

 

 

Based on the main research objective that set in this study, the information and feedback 

from the interviews conducted indicate that the following objectives have relationships 

that effect the sustainable product innovation implementation at Perodua Sdn Bhd. 

Through the interviews, researcher obtains a clear and precise understanding from the 

feedback by the respondent about this research. So, the data is valid and reliability to 

show that independent and dependent variable has a strong relationship to show the 

importance of product innovation towards Perodua Sdn Bhd. Then to gain high profit 

from the introduction of a product in the market, Perdoua definitely need to identify the 

market segment and the target by company in who is the customer that want to capture. 

Every innovation is not only focused on the type of technology used today but also on 

the design, performance, safety, service and features element of the car. Perodua also 

has a strong strategy to act more efficiently and effectively for ensuring that 

organizational advancement can be comparable to international brand cars. 

 

Other than that, Perodua also implements the term of continuous improvement which 

ensures that each model of the car always has innovation in addition to meeting the 

needs of customers from the survey conducted by Perodua to customers. This strategy 

looks very useful to Perodua, as well as to maintain the relationship between the 

organization and the customer. After that, Perodua also learn from Japan and sharing 

the technology to improve the organizational performance in ensuring that Perodua is 

on track based on current technological developments. Then, Perodua already set a 
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standard for capacity engine is below 1.5cc to maintain its own market segment. In 

addition, pricing for Perodua brand car is also based on value-of-money to ensure that 

the car is capable of being owned by every level of society. Lastly, Perodua will 

compete in a healthy way with competitors in the same industry. 

 

 

CONCLUSION AND IMPLICATION 

 

Product innovation is a very important element to the organization. When the 

automobile industry implement the term of product innovation, it is can give a profit 

and help to improve customer relationship with Perodua. This study was conducted 

with the purpose of exploring the sustainable product innovation implementation at 

Perodua Sdn Bhd. So based on this study, the main objectives is to explore the 

innovation activity. The elements applied to the car must provide useful functionality 

and benefits to the user.  

 

The findings of this research have implicated towards Perodua Sdn Bhd as well as the 

customers to provide theoretical and practical knowledge and understanding more 

about the need for innovation in the production of a product for an organization. 

Innovation is an important element that organizations need to take to get the desired 

benefits and advantages. Every innovation required research and related information 

before it was implemented as a measure to reduce any risk of failure or loss to the 

organization. Therefore, this study explains in detail the importance of product 

innovation for Perodua Sdn Bhd for every model of the car produced whether it is a 

new type of car or an improved car for the addition of the latest model output. This 

study has also responded to the three established objectives of innovation activities, 

customer satisfaction and quality techniques on the relationship between sustainable 

product innovation implementation at Perodua Sdn Bhd. Additionally, indirectly when 

the innovation element is not just as an accessory but it is beneficial to consumers makes 

it an advantage to Perodua Sdn Bhd in attracting more customers to have affordable, 

comfortable and economical car look at the different levels of community life in this 

Malaysia. 
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