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ABSTRACT 

 
This study aimed to investigate the moderating effect of external environment (EE) on 

the relationships between Total Quality Management (TQM), Entrepreneurial 

Orientation (EO), Market orientation (MO) and performance (P). The study was 

greatly motivated by the inconsistent findings and the gaps indicated in the 

contemporary literature regarding those relationships. First there were contradictory 

findings between TQM and Performance, EO and Performance and MO and 

Performance relationships. Second, the three strategies; TQM, EO and MO were not 

investigated together within the context of Small and Medium Enterprises (SMEs), 

and third, in the relevant literature, many theories have emphasized the necessity to 

establish the fit between external environment and intended strategies as the key 

success factor. Therefore, this study integrated EE as an important moderating 

variable for the purpose of strategy implementation. Data were collected from SMEs 

operating in the Punjab Province, Pakistan by using questionnaire survey, and a 

random sampling was used for sample selection. 500 questionnaires were distributed 

to SME owner/managers but only 384 of them were returned, giving a response rate of 

77 percent. However, only 367 useable questionnaires were used for further analysis. 

The high response rate was achieved due to the survey instrument being personally 

distributed and emailed by the researcher to the SMEs. The findings revealed that 

TQM and MO were significant predictors of performance, while EO was found 

insignificant to the performance. Meanwhile mixed results were found upon 

investigating the moderating effect of EE on the relationships between TQM, EO, MO 

and performance. The findings of this study provided significant insights for both 

managers and researchers to further understand the effects of implemented strategies 

on performance. Finally, limitations of study and necessary recommendations for 

future research were discussed. 

 

 

Keywords: total quality management, entrepreneurial orientation, market orientation, 

external environment, performance. 
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ABSTRAK 

 

 

Kajian ini bertujuan untuk meneliti kesan penyederhana persekitaran luaran (EE) ke 

atas hubungan-hubungan di antara Pengurusan Kualiti Menyeluruh (TQM), Orientasi 

Keusahawanan (EO), Orientasi Pasaran (MO) dan prestasi (P). Kajian ini 

dirangsangkan oleh penemuan-penemuan tidak konsisten serta jurang dalam literatur 

kontemporari berkaitan hubungan-hubungan tersebut. Pertama terdapat penemuan-

penemuan bertentangan di antara hubungan-hubungan TQM dengan prestasi, EO 

dengan prestasi, dan MO dengan prestasi. Kedua, ketiga-tiga strategi TQM, EO dan 

MO tidak diteliti secara serentak dalam konteks Perusahaan Kecil dan Sederhana 

(PKS), dan ketiga, dalam literatur berkaitan banyak teori telah memberi penekanan 

kepada perlunya padanan diwujudkan di antara persekitaran luaran dengan strategi-

strategi tertentu sebagai faktor utama kejayaan. Justeru, kajian ini telah 

mengintegrasikan EE sebagai variabel penyederhana penting untuk melaksanakan 

strategi berkenaan. Data dipungut daripada PKS yang beroperasi di Wilayah Punjab, 

Pakistan melalui tinjauan kaji selidik, dan persampelan rawak digunakan untuk 

pemilihan sampel. Sebanyak 500 borang soal selidik telah diedarkan kepada 

pemunya/pengurus PKS tetapi hanya 384 telah dikembalikan, memberikan kadar 

respons sebanyak 77 peratus. Bagaimanapun hanya 367 soal selidik boleh guna telah 

digunakan untuk analisis seterusnya. Kadar respons tinggi yang diperoleh adalah 

disebabkan penyelidik secara peribadi mengedar dan mengemelkan kepada PKS. 

Dapatan kajian menunjukkan TQM dan MO mempunyai hubungan signifikan dengan 

prestasi manakala EO tidak menunjukkan hubungan signifikan dengan prestasi.  

Selain itu dapatan bercampur-campur ditemui apabila meneliti kesan penyederhana 

persekitaran luaran (EE) ke atas hubungan-hubungan di antara TQM, EO dan MO 

dengan prestasi.  Dapatan kajian ini telah menyediakan pemahaman signifikan kepada 

pengurus-pengurus dan penyelidik untuk memahami lebih lanjut kesan-kesan 

pelaksanaan strategi ke atas prestasi.  Akhir sekali, limitasi kajian dan cadangan-

cadangan untuk kajian akan datang telah dibincangkan. 

 

 

Kata kunci: pengurusan kualiti menyeluruh, orientasi keusahawanan, orientasi 

pasaran, persekitaran luaran, prestasi. 
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CHAPTER ONE 

INTRODUCTION 

1.1 Background of the Study 

The globalization of economic activities in the 21
st
 century had led to free flow of 

tangible and intangible resources among the countries in Asian continents and world at 

large (Lan & Wu, 2010). The vital role of SMEs (small and medium enterprises) cannot 

be denied in this competitive and challenging business world. Several researchers such 

as, Acs and Audretsch (1990) and Brock and Evans (1986) examined that SMEs have 

the capability to create employment opportunities and are initiator in innovation domain. 

In keeping with the above discussion, research conducted by Jutla, Bodorik and 

Dhaliwal (2002) observed the vital importance of SMEs and considered them as the 

impetus of economic growth in all countries.  

History revealed that SMEs existed since time immemorial, even in the Holy Bible; 

there is an explanation about small scale trade, existed between individuals (Kongolo, 

2010). It has been witnessed that most of the existing large organizations have their 

foundation and origin in small and medium enterprises (SMEs). Dana (1988) pointed 

out that SMEs lead to larger organizations and later into multinational companies. SMEs 

worldwide are considered as the engine of economic growth, as they play an important 

role in poverty alleviation through job creation and a breeding ground for entrepreneurs.  

Most of the developing countries have realized the extreme benefits from SMEs and 

significance of the SMEs towards productivity of the country  (Jasra, Khan, Hunjra & 

Rehman, 2011). SMEs contribute to industrialization by developing and strengthening 
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