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ABSTRACT 

Microfinance, an effective tool to fight poverty and economic development, has 

attracted the attention of governments, international organizations, and academicians 

across the globe.  Although the literature confirms on the significant effect of Total 

Quality Management (TQM), Market Orientation (MO), and Information 

Technology (IT) on MFIs performance, research done on the relationships between 

these factors is still insufficient. This study aims to examine the interaction effects of 

TQM, MO, and IT capability on MFIs performance and thus, provide additional 

insights into the literature. It also examines the mediating effect of IT capability on 

the relationship between TQM and MO with the MFIs performance. The study 

employs Resource-Based View as the guiding theory with two supporting theories, 

namely, Dynamic Capability Theory and Complementarity Theory. Cross-sectional 

survey was employed, and questionnaires were administered to collect data from the 

branch managers in Yemen. Out of 166 questionnaires distributed through a self-

administered approach, 125 usable responses were used for the analysis.  Partial 

Least Square-Structural Equation Modeling was advocated and the result provides an 

empirical evidence of the significant effect of TQM, MO and IT capability on the 

MFIs performance. More important, this study reveals that IT capability is a 

significant mediator on the relationship between TQM, MO and MFIs performance, 

and hence supporting the theoretical premises. The study concludes with the 

theoretical contributions, managerial implications on MFIs, limitations of the study 

and suggestions for future research. 

 

Keywords: Total Quality Management, market orientation, information technology 

capability, microfinance institutions performance, Yemen 
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ABSTRAK 

Pembiayaan mikro, suatu kaedah yang berkesan untuk memerangi kemiskinan dan 

pembangunan ekonomi, telah menarik perhatian kerajaan, organisasi antarabangsa, 

dan ahli akademik di seluruh dunia. Walau bagaimanapun,  pengetahuan tentang 

pemacu atau faktor yang mempengaruhi Institusi Pembiayaan Mikro (MFI) masih 

berkurangan. Walaupun literatur  lalu mengesahkan kesan yang besar Pengurusan 

Kualiti Menyeluruh (TQM), Orientasi Pasaran (MO), dan  Teknologi Maklumat (IT), 

penyelidikan yang menyiasat hubungan antara faktor-faktor ini dan prestasi MFI 

masih sukar didapati. Kajian ini mengkaji kesan interaksi TQM, MO, dan keupayaan 

IT terhadap prestasi MFI dan memberikan maklumat tambahan dalam literatur lalu. 

Di samping itu, kajian ini juga menyelidik tentang kesan pengantara keupayaan IT 

terhadap hubungan di antara TQM dan MO dengan prestasi MFI. Kajian ini 

menggunakan Pandangan Berasaskan Sumber (Resource-Based View) sebagai teori 

pembimbing dan dua teori sokongan lain, iaitu Teori Keupayaan Dinamik (Dynamic 

Capability Theory) dan Teori Saling Melengkapi (Complementarity Theory). Kaedah 

tinjauan soal selidik keratan rentas telah digunakan, dan data dikumpul daripada 

pengurus-pengurus cawangan di Yaman. Daripada 166 soal selidik yang diedarkan 

melalui pendekatan tadbir kendiri, hanya 125 borang soal selidik digunakan untuk 

dianalisis. Dengan menggunakan permodelan persamaan separa kuasa dua terkecil 

(partial least square-structural equation), hasil kajian ini memberikan bukti 

empirikal kesan signifikan  TQM, MO, dan keupayaan IT terhadap prestasi MFI . 

Lebih penting lagi, kajian ini mendedahkan bahawa keupayaan IT merupakan 

pengantara yang signifikan dalam hubungan antara TQM, MO, dan prestasi MFI, 

dan seterusnya menyokong premis teori. Tesis ini diakhiri dengan  sumbangan secara 

teori, implikasi pengurusan untuk MFI, batasan kajian, dan cadangan untuk kajian 

akan datang. 

 

Kata kunci: Pengurusan Kualiti Menyeluruh, orientasi pasaran, keupayaan 

teknologi    maklumat, prestasi institusi  pembiayaan mikro, Yaman 
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CHAPTER ONE 

INTRODUCTION 

 

1.0 Introduction 

 

Over the last few decades, the microfinance institutions (MFIs), as the development 

institutions, had drastically emerged as a powerful and effective tool for fighting 

poverty with the objectives to serve the low income people who lack access to 

commercial banking system (Ben Abdelkader, Hathroubi, Jemaa, & Mekki, 2012; 

Ledgerwood, Earne, & Nelson, 2013; Mersland & Strøm, 2014; Boateng, Boateng, 

& Bampoe, 2015). As means of meeting national and economic development goals, 

the MFIs had created new job opportunities, helping existing businesses to grow and 

diversify their core activities, empowered women and other minor communities and 

support start-up businesses (Pakdel & Monroy, 2010). In fact, the MFIs had played 

important roles in reducing poverty and regarded as the crucial economic and 

national development agenda (Ali & Alam, 2010). 

 

The microfinance, as an area, had widely attracted the attention of policy makers, 

governments, donors and academicians across the world (Mersland & Strøm, 2014). 

This is not a new fact as Robinson (1995) long ago criticized for the lack of financial 

services, such as saving and credit, arguing that the establishment of the MFIs are 

crucial for combating poverty, which is a global issue (Roy & Goswami, 2013). 

Elijah (2007) cites that poor people, with lack of capital, find it difficult to invest in 

productive activities, expand the existing business and to get needed capital. All 

these had significantly minimized their chances of getting out of poverty. It is not 
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surprising that Ledgerwood et al. (2013) mentioned “Today there is broad 

recognition that access to capital is only one of the inputs required for economic 

development and poverty alleviation”. They highlighted the importance of having the 

MFIs to assist the low income people and the government to combat against the 

poverty issue. Khan and Noreen (2012) claimed that this should not be limited only 

to financing, but also providing a variety of financial and nonfinancial services that 

meet their needs. 

 

According to the Asian Development Bank (2012), as of the year 2011 there are 

almost 2.2 billion people who are currently suffering from poverty, living on less 

than USD2 a day worldwide. Data for Asia Pacific region, as in 2008, showed that 

there were 1.73 billion poor people who fell into this category. This number is 

significantly larger than the combined population of North America and Western 

Europe. This probably explains why the Asian Development Bank was actively 

involved in the microfinance industry to support the poor people and to combat 

poverty. This is supported by the high numbers of MFIs establishment in the region.  

 

For the governments, the main concern of all governments in ensuring the stability of 

a country in terms of the economy and political stability is by addressing the issue 

regarding the wellbeing of their citizenship and combating poverty (Durrani, Usman, 

Malik, & Ahmad, 2011). Poverty has many negative social impacts, such as high 

crime rates, high illiteracy rates and poor health (Maddocks, 2011) and this justifies 

why poverty is strongly believed to be the root of terrorism (Nanayakkara & Iselin, 

2012; New Economy Magazine, 2013). The MFIs can be viewed as the “bank for the 

poor” that solves most of the social problem, thus it is not difficult to understand 
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why it was recognized as a powerful instrument to contribute to the society 

development as a whole.  

 

The World Bank (2015) suggested that microfinance must be considered as one of 

the national agenda to address the issue of poverty. It is a global needs and an agenda 

being prioritized by many countries. The figures involved are huge, for example, the 

World Bank has an active lending portfolio for financial inclusion of USD4.3 billion 

(World Bank, 2015) and the International Finance Corporation (IFC), a member of 

the World Bank Group, has reached 41 million micro loans through its financial 

institutions and over 1 million SMEs in 2013 (World Bank, 2015d). This indicates 

that microfinance has become the channel for the World Bank to address the issue of 

poverty.  

 

Although the microfinance industry had received huge attention, the performance of 

the MFIs was less being documented (Mersland & Strøm, 2014; Boateng, Boateng, 

& Bampoe, 2015). Such fact had become the motivator for this study. The 

performance of the MFIs ensures the sustainability of the microfinance industry and 

the continuation of the activities of combatting poverty, especially in the developing 

countries where the availability of funds becomes a major issue (World Bank, 

2015b).  

 

1.2 Background of the Study 

 

In the first essence, it was deemed necessary to provide a brief definition of 

microfinance. Tracing back in 1999, the concept of microfinance was viewed as the 
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provision of financial services, covering loans, savings, insurance and money 

transfer to the poor who are out of their financial services to improve their standard 

of living (Ledgerwood, 1999). Several reasons for the inability to access finance are 

cited such as (i) the very poor condition of the people, (ii) the illiteracy and (iii) the 

remoteness of their living places (Ledgerwood et al., 2013). Hartarska (2005) 

suggests a similar concept when he proposes microfinance as a provision for small 

loans and other financial services to the poor people. Kyereboah-Coleman and Osei 

(2008) offer a broader understanding of microfinance mentioning that microfinance 

also provides other services such as insurance and payment services, in addition to 

the provision of financial services to low income customers. 

 

The services of MFIs should not only be limited to the financial services. According 

to the Consultative Group to Assist the Poor (CGAP) (2013), besides the financial 

service, the MFIs also provide non-financial services such as education, health 

services, vocational training and technical assistance. Šafránková and Srnec (2010) 

and Boateng et al. (2015) assert that the MFIs have to adopt the non-financial 

interventions such as supporting the local groups and enterprises, providing various 

types of training in business and financial skills, and focussing on the business 

development services, which are very important for utilizing finance. Lanao-Flores 

and Serres (2009) emphasize that implementing both financial and non-financial 

services are advantageous and can lead to the sustainability and good portfolio 

quality, besides achieving the primary goal of fighting poverty and unemployment. 

This insight pinpoints that providing both financial and non-financial by MFIs are 

crucial for achieving the microfinance mission.  
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According to Khavul (2010), the modern microfinance concept is introduced by 

Professor Mohammed Yunus, the Nobel Peace Prize recipient in 2006 for his 

contribution to the establishment of the Grameen Bank, a bank with the objective of 

fighting poverty through micro loans. His revolutionary achievement was quite 

amazing as he tried out his belief that “the main important cause of poverty is the 

inability of the poor to have access to financial institutions” by using his pocket 

money of USD27 to lend it to 42 poor village women without collateral. The success 

of this financial assistance scheme has led to the birth of the Grameen Bank, where 

as in 2011, the loan portfolio of the bank has increased from USD27 to USD11.35 

billion. It has a client base of 8.35 million poor people with 2,565 branches covering 

up to 81,379 villages and employs 22,124 workers (Grameen Bank, 2011). 

 

The success of Grameen Bank, as a microfinance institution, had triggered for the 

new establishment of MFIs around the globe. According to Lützenkirchen, 

Weistroffer and Speyer (2012), it is estimated that there are more than 10,000 MFIs 

worldwide. 3,652 of the MFIs provide reports to the Microcredit Summit Campaign 

claiming that they serve 205 million clients. They also mentioned that 2,000 MFIs 

report to the Microfinance Information Exchange (MIX) Market serving 100 million 

clients. It is argued here that the actual number for today was much more as the 

MFIs was seen as a very effective approach in fighting poverty and meeting the huge 

demand for micro financial services.  

 

From the above discussions, it is clear that the microfinance system is proven as the 

most promising and effective instrument to handle poverty. Many researches have 

supported this fact, for example, Ghalib, Malki and Imai (2011) also emphasized that 
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the MFIs through its financial and non-financial activities had improved the life 

quality of the poor significantly, be it in income, health care, clothing, water and 

sewage. A more recent study by Boateng et al. (2015) revealed the same findings, 

claiming that the effect of microfinance is significant on specific social and 

economic dimensions such as income levels, education, family growth as well as 

participation in social and religious activities among the MFIs clients. This shows 

that microfinance activities can increase the income and help low income people to 

get out of poverty. Thus, it is evident that microfinance is a very essential tool in 

fighting poverty and unemployment.  

 

With regard to women empowerment, Kato and Kratzer (2013) revealed that there 

was a significant improvement in the economic performance and the role of women 

as the clients to the MFIs. They have more control over savings and income 

generated from the business, greater role in decision-making, greater self-efficacy 

and self-esteem, and greater freedom of mobility and increased activities outside the 

home (Jegede, Kehinde, & Akinlabi, 2011). They found that there was a significant 

difference in terms of income between MFIs members and non-members of MFIs. 

They suggested that the income of MFIs clients has significantly increased and 

changed their economic status. They also suggested that the microfinance is a very 

effective strategy to combat poverty and a viable tool for providing financial services 

to the poor.  

 

Although microfinance had been proven to be an effective poverty alleviation tool in 

the form of improving the life quality of the customers and generating income, the 

MFIs performance was weak and underperformed in terms of financial sustainability 
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and meeting the demands of clients (Roy & Goswami, 2013). According to 

D‟Espallier, Hudon, & Szafarz (2013), only 23% of the MFIs worldwide have 

survived without subsidies. This is a critical situation as argued that the majority of 

MFIs cannot survive unless they received subsidies and grants from governments 

and donors to cover operating and financing expenses (Hermes, Lensink, & 

Meesters, 2011; Assefa, Hermes, & Meesters, 2013). This is a critical situation that 

threatens the sustainability of MFIs and a continuous support in providing their 

services to the poor.   

 

More importantly, the demand for financial services is huge which maximizes the 

important role of MFIs as the micro financial providers to the poor. According to the 

2011 World Bank statistics, there are 2.5 billion poor people who are out of any 

types of financial services (Ledgerwood et al., 2013). It was also stated that only 3% 

to 5% of the credit demand is being fulfilled (Oehri, Fausch, & Liechtenstein, 2008). 

In short, it seems that the MFIs experienced poor performance to be commercially 

viable or donor dependent and to meet the huge demand for financial services in the 

global context.  

 

In Yemen, there is a remarkable increase in microfinance commercialization markets 

and its related activities. Abdel Baki, Zain, and Cordier (2010) suggested that this 

trend has made the MFIs become more competitive in the Yemeni financial industry. 

However, the MFIs were also observed to be very weak and underperforming in 

terms of financial sustainability and outreach (Al-Shami, Majid, Rashid, & Hamid, 

2013). According to Yemen Microfinance Network report (YMN) (2012b), only two 

out of eleven microfinance providers are financially sustainable. It was also reported 
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that the financial self-sufficiency is about 97%, operational self-sufficiency is 98% 

and return on assets (ROA) is 0.3%. These scores were low compared to the Arabic 

benchmark of 119%, 107% and 2.4%, respectively (Cordier, Abdel Baki, & Khaled, 

2010). The Economist Intelligence Unit (2013) had also reported that only 7% of 

Yemenis have bank accounts and there is a huge demand for financial services that 

make microfinance intervention needed. Alshebami and Khandare (2014) mentioned 

that more than 2 million potential clients are in need of microfinance services in 

Yemeni market and only 3% of this market is covered. This indicates that the 

Yemeni MFIs share the same issues with the other MFIs in the globe failing to 

achieve sustainability and providing financial services such as loans and savings.  

 

It was argued that the failure of the Yemeni MFIs can be attributed to the lack of 

market-oriented products and improper strategies (Alshebami & Khandare, 2014). 

The service quality introduced by MFIs was not good enough to meet the clients‟ 

demands because they adopt the concept of “one size fits all”, in the matter of 

services rather than providing a wide range of services (Burjorjee & Jennings, 2008). 

The interest rate is also the highest in the Arab region, for example, for 2008; it was 

11% compared to 1.90% in Palestine, 3.70 % in Morocco, 6.70 % in Sudan and 7.60 

% in Jordan (Cordier et al., 2010). According to IFC report (2007), the lack of 

sufficient information technology (IT) systems, lack of qualified and well-trained 

staff and the absence of professionalism and appropriate strategies were amongst the 

obstacles faced by the MFIs to reach target clients. Mansour (2011) also mentioned 

several issues facing Yemeni MFIs such as weak institutional capabilities, weak 

information system and lack of strategic outlook. This indicates that the lack of 
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customer-focused strategies and sufficient IT system are among the reasons behind 

the poor performance of MFIs in Yemen.  

 

Among the most well-known organization strategies, total quality management 

(TQM) and market orientation (MO) had been confirmed to provide a basis of 

competitive advantage for firms ( Irfan & Kee, 2013; Rojas-Méndez & Rod, 2013; 

Kaur & Sharma, 2014; Julian, Mohamad, Ahmed, & Sefnedi, 2014). It was also 

argued that there is a mutual need for these two constructs to be employed together 

as they complement each other because they focus on the customers‟ demands and 

satisfaction (Demirbag et al., 2006; Wang & Chen, 2011, Wang, Chen, & Chen, 

2012). Therefore, organizations including MFIs need to adopt customer-oriented and 

innovative strategies such as TQM and MO in order to satisfy quality demanding 

customers and face the challenges of the fierce competition.  

 

According to Ghobakhloo, Hong, Sabouri, and Zulkifli (2012), IT is a pivotal factor 

to be utilized by a firm in its operations and strategies. More specifically, combining 

IT capability with other organization strategies is a prerequisite for better 

performance and sustainable competitive advantage (Liang, You, & Liu, 2010; 

Homaid, Minai, & Rahman, 2015). Some scholars such as Khanam, Siddiqui and 

Talib (2013) stated that the application of both IT and TQM strategy by organization 

help in providing better products and services and achieving the quality outcomes. 

Moreover, Brah and Lim (2006) pointed out that IT and TQM complement each 

other to improve organization performance.  
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With regard to modelling IT with MO, Zhu and Nakata (2007) highlighted that IT 

capability should be a mediator in the link between MO and organization 

performance. They stated that IT capability is an important facilitator of MO tasks 

including generating information about customer, sharing customer information and 

analyzing customer information. Borges, Hoppen and Luce (2009) also point out that 

IT capability facilitates the MO tasks including generating, disseminating 

information and responding to the customers‟ demands which results in effective 

MO behaviours and superior performance. In other words, market-oriented 

organization cannot employ MO tasks and ensure the success unless they establish 

sophisticated IT capabilities. Therefore, the relationship of TQM, MO and IT 

capability with the MFIs performance were of the concern within the context of this 

study.   

 

The prior discussion highlights the significant role of microfinance in fighting 

poverty and the efforts of international organization and governments to address 

poverty issues. It also presents the MFIs performance issues in the global and 

Yemeni context and the factors associated with the MFIs performance. The problem 

statement and the gaps in the literature are discussed in the following section.  

 

1.3 Problem Statement  

 

The issues of performance and sustainability are crucial for firms, organizations and 

institutions. The sustainability of the MFIs is a prerequisite for a continued support 

in providing the poor people to generate income. Thus, there is a need to examine the 

factors contributing to the performance of the MFIs to ensure its sustainability.  
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According to Pakdel and Monroy (2010), the study of the MFIs performance is of 

great importance as early insights show that there is a scarcity of studies being 

carried out on them, particularly in the Arab region (Ben Abdelkader et al., 2012).  

 

Central to the performance of an institution are the factors contributing to it (Al-

Dhaafri, Yusoff, & Al-Swidi, 2013).  In the context of microfinance, there is a lack 

of knowledge regarding the factors influencing the performance of the MFIs 

(Nanayakkara & Iselin, 2012; Homaid et al., 2015). Many scholars have tried to 

examine factors contributing to organizational performance in business field, such as 

TQM (Jiménez-Jiménez, Martinez-Costa, Martínez-Lorente, & Rabeh, 2015), MO 

(Boso, Story, & Cadogan, 2013) and IT capability (Ong & Chen, 2013). For the 

MFIs, there is no exclusion and the associated factors need to be revealed within the 

context of microfinance.  

 

Microfinance agenda is quite different from the other organizations as it is concerned 

with financial and social objectives, which involve different kinds of performance 

measures. This fact is fully supported and highlighted by other researchers such as 

Armendariz, D'Espallier, Hudon, and Szafarz (2013), Kipesha (2013), Nanayakkara 

and Iselin (2012), and Roy and Goswami (2013). This shows that the study on the 

performance of the MFIs is much needed.  

 

Within the context of how TQM affects the performance of an organization, the 

finding related to TQM and organizational performance had turned out to be 

inconsistent (Kaynak, 2003; Nair, 2006). The studies that adopted TQM as a single 

construct confirm on the existence of significant direct relationship with organization 
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performance (Lam, Lee, Ooi, & Lin, 2011; Iqbal, Khan, Nadeem Talib, & Khan, 

2012; Wang et al., 2012; Munizu, 2013; Ul Hassan et al., 2013; Jiménez-Jiménez et 

al., 2015; Homaid et al., 2015; Al-Dhaafri, Al-Swidi, & Yusoff, 2016). However, 

there are studies that have revealed the insignificant direct effect (Kober, 

Subraamanniam, & Watson, 2012; Akgün, Ince, Imamoglu, Keskin, & Kocoglu 

2014). The different findings regarding the relationship indicate the need for more 

research works to be conducted in this area (Nair, 2006; Meftah Abusa & Gibson, 

2013). The current literature also shows that the majority of studies concerning TQM 

and organization performance linkage in the context of microfinance is too limited 

(Homaid et al., 2015) though it was argued that performance of MFIs could also be 

improved if they implement TQM (Khaled, 2011). Therefore, this study responds to 

these calls to bridge this gap in the literature.  

  

According to Salaheldin (2009), identifying TQM practices and ranking them is a 

prerequisite of the TQM implementation and success, particularly for each industry 

as each industry has its own unique characteristics (Talib & Rahman, 2010). 

Moreover, empirical studies reported the significant link between TQM practices and 

organizational performance (for examples, Idris, 2011; Alnasser, Yusoff, & Islam, 

2013; Irfan & Kee, 2013), whilst others reported only some practices significantly 

influence organization performance (for examples, Fotopoulos & Psomas, 2010; 

Valmohammadi, 2011; Jaafreh & Al-abedallat, 2012; Zehir, Ertosun, Zehir, & 

Müceldilli, 2012; Talib, Rahman, & Qureshi, 2013; Mehmood, Qadeer, & Ahmed, 

2014). This indicates that there are still many questions regarding TQM to be 

answered, particularly the practices of TQM and their relationship with organization 

performance (Mehra & Ranganathan, 2008; Valmohammadi, 2011). However, 
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examining this relationship was too limited, if any, in the context of microfinance. 

Therefore, the significance of identifying TQM practices in microfinance industry, 

inconsistent findings regarding this relationship and the lack of studies in this 

industry make the empirical evidence needed to fill this gap for deeper understanding 

and more generalization of the research findings.    

 

With respect to the effect of market orientation (MO) on the organization 

performance, MO literature review also reports the conflicting findings regarding 

this relationship. Most of the empirical studies reported that MO, as a single 

construct, has been claimed to be significantly related to organizational performance 

and was presumed to contribute to organizational long-term success (for examples, 

Kai & Xiaofan, 2010; Wang et al., 2012; AL-Dmour, Basheer & Amin, 2012; Zebal 

& Goodwin, 2012; Altuntaş Semerciöz, & Eregez, 2013; Boso et al., 2013; 

Taleghani, Gilaninia, & Talab, 2013; Protcko & Dornberger, 2014; Al-Ansaari, 

Bederr, & Chen, 2015). However, there were studies that reported this relationship is 

not straightforward (for examples, Ghani & Mahmood, 2011; Qu, 2013). The 

inconsistent results concerning MO-organization performance link combined with 

the scarcity of studies in microfinance sector indicates the existence of a gap in the 

literature. Therefore, empirical evidence is necessary to fill this gap.  

 

In regard to study MO as a multi-dimensional variable, Shin (2012) suggests that for 

better understanding of the MO and performance link, studies should focus on the 

impact of each distinctive dimension of MO as a separate construct rather than 

studying MO as a whole. Following this stream of research, the studies of Hamadu, 

Obaji and Oghojafor (2011), and Julian, Wangbenmad, Mohamad, and Ahmed 
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(2013) have shown a significant effect of MO dimensions on organization 

performance. However, Untachai (2008), Chao and Spillan (2010), Al-Dmour et al. 

(2012) and Keelson (2014) found only certain dimensions of MO are associated with 

organizational performance. Moreover, it was argued that examining the link 

between MO and organization performance was a well-studied topic while studying 

such relationship at the disaggregated level is missing (Chao & Spillan, 2010). 

Therefore, the call for further research works, the conflicting results concerning this 

relationship and the lack of research in the context of microfinance show the urgent 

need to fill this gap. 

 

For the inclusion of IT capability, it is suggested that IT capability was considered as 

a key element in an organization to foster performance (Liu, Zhao, Wang, & Xiao, 

2013) and a source of competitive advantage (Bhatt & Grover, 2005). Although 

many studies in the field of IT have proved that IT capability has a direct impact on 

organizational performance (for examples, Bi & Zhang, 2008; Yu & Xin-quan, 2011; 

Ong & Chen, 2013, Karimi Mazidi, Amini, & Latifi, 2014), there are some 

researchers in the field of management claimed that IT capability does not have a 

direct influence on the firm performance (for examples, Tippins & Sohi, 2003; Zhu 

& Nakata, 2007; Pérez-López & Alegre, 2012). According to Kmieciak, Michna and 

Meczynska (2012), the results indicating the relationship between IT capability and 

organization performance is confusing. Thus, the conflicting findings and the limited 

research work regarding the performance in the microfinance sector indicate the 

need to include IT capability in the study as a variable directly affecting the MFIs 

performance.  
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In furthering the discussion to highlight more about the problem statement of this 

research, the perspective of organizational capability was covered. Prajogo and Hong 

(2008), Yusr, Othman and Mokhtar (2012), and Jones and Grimshaw (2012) argued 

that the TQM practices are effective for quality implementation success and they can 

build a wide range of organizational capabilities. Specifically, the TQM has been 

found to affect significantly the organization capabilities, such as technological 

innovation capability, marketing capability, learning capability and both exploitation 

and exploration capabilities (Yusr, Mokhtar, & Othman, 2014; Yusr et al., 2012; 

Akgün et al., 2014; Jiménez-Jiménez et al., 2015). Given this importance and the 

suggestion by Yusr et al. (2012) who call for further research works to study the 

effect of TQM on organizational capabilities as such studies to examine the impact 

of TQM on organization capabilities are crucial. Therefore, this study attempts to 

examine the impact of TQM on IT capability as studies on these two constructs are 

too limited, if any, in the literature and in the context of microfinance are even more 

limited.  

 

Similarly, the market orientation (MO) should be modelled with the capabilities 

approach in order to identify the key capabilities the organization should develop to 

be market-oriented (Foley & Fahy, 2009), for example, the IT capability. Whilst the 

MO had been found to affect positively and significantly a number of organization 

capabilities such as management capability and customer-linking capability (Hooley, 

Greenley, Cadogan, & Fahy, 2005), marketing capabilities (Murray, Gao, & Kotabe, 

2011; Ngo & O'Cass, 2012), dynamic marketing capability (Wang, Hu, & Hu, 2013) 

and external capabilities including market-sensing capability and customer-linking 

capability (Fang, Chang, Ou, & Chou, 2014), there is no previous management 
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research that includes the effect of MO on IT capability in discussions particularly in 

the context of microfinance sector. This shows the existence of a gap in the literature 

for the present study to fill up. 

 

Theoretically, it was assumed that the organization capabilities acquire, integrate and 

deploy resources in a specific way that better fits the market environmental 

opportunities and consequently obtaining a competitive advantage (Eisenhardt & 

Martin, 2000; Morgan, Vorhies, & Mason, 2009). Moreover, the literature indicates 

that the relationship among organization capabilities, resources and performance is 

complex and capabilities can be used as mediators in the relationship between 

organization resources and performance (Lu, Zhou, Bruton, & Li 2010). Empirically, 

organization capabilities such as learning capability and exploration capability have 

been proven  to be full mediators on the link between TQM and organization 

performance (Akgün et al., 2014; Jiménez-Jiménez et al., 2015) and marketing 

capability and innovation capability are full mediators on the relationship between 

MO and organization performance (Murray et al., 2011; Huhtala, Sihvonen, Frösén, 

Jaakkola, & Tikkanen, 2014). This indicates that the estimation of organization 

capabilities (IT capability) as mediators on the relationship between organization 

resources (TQM and MO) and organization performance is theoretically and 

empirically established.  

 

According to Pebrianto (2013), IT capability is an essential organization capability 

by which information can be managed and organization resources are incorporated 

resulting in superior performance. Moreover, Homaid et al. (2015) proposed that IT 

capability should be combined with other organization strategies such as TQM and 
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MO to enhance the performance of MFIs and obtain sustainable competitive 

advantage. Despite the crucial role of IT capability to acquire, integrate and deploy 

organization resources in gaining a competitive advantage, it has been widely 

ignored especially in TQM and MO literature. Therefore, this study attempts to fill 

this gap by examining the mediating effect of IT capability on the relationship 

between TQM and MO and the MFIs performance. The emphasis on the model is in 

line with the premises of resource-based view (RBV) theory as the guiding theory 

and supported by the dynamic capability theory and the complementarity theory. 

This shall provide more evidences in understanding the contributing factors to the 

Yemeni MFIs performance in the context of least developed countries.  

 

1.4 Research Questions 

 

Furthering the background of the study and the problem discussed in the previous 

sections, this study was mainly designed to address the issue of the factors 

influencing the MFIs performance within the context of total quality management 

(TQM) and marketing orientation (MO) and the role of information technology (IT) 

capability as a mediator on the relationship between both TQM and MO and MFIs 

performance.  The details of the research questions are stated as follows: 

 

1. What is the effect of TQM on the MFIs performance? 

2. What is the effect of MO on the MFIs performance? 

3. What is the effect of IT capability on the MFIs performance? 

4. What is the effect of TQM on IT capability? 

5. What is the effect of MO on IT capability? 
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6. Does IT capability mediate the relationship between TQM and the MFIs 

performance? 

7. Does IT capability mediate the relationship between MO and the MFIs 

performance? 

 

1.5 Research Objectives 

 

Based on the mentioned research questions, the objective of this study is set to reveal 

the factors influencing the performance of MFIs within the context of total quality 

management (TQM), marketing orientation (MO) and information technology (IT) 

capability. It further tests the mediating role of IT capability on the relationship 

between TQM and MO towards the performance of MFIs. In this view, it is 

presumed that conducting these tests is the first attempt to investigate such situations 

in the MFIs. The objectives of this study are detailed as follows: 

1. To examine the effect of TQM on the MFIs performance. 

2. To examine the effect of MO on the MFIs performance. 

3. To examine the effect of IT capability on the MFIs performance. 

4. To examine the effect of TQM on IT capability. 

5. To examine the effect of MO on IT capability. 

6. To examine the mediating effect of IT capability on the relationship between 

TQM and the MFIs performance.  

7. To examine the mediating effect of IT capability on the relationship between 

TQM and the MFIs performance.  
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1.6 Significance of the Study 

 

The study addresses different related issues on the influencing factors to the MFIs 

performance. Generally, this study contributes to all stakeholders including 

researchers, practitioners and policymakers. The originality, theoretical and practical 

implications of the study are presented as followed.  

This study contributes significantly to the body of knowledge when examining the 

interaction of TQM, MO and IT capability on the MFIs performance in one model. 

Most studies regarding the variables of the study have been carried out 

independently, as a separate identity and individually so the attempt to examine these 

variables together in one model is a fresh attempt to provide new insights. Moreover, 

there is a scarcity of studies regarding such relationships in the context of 

microfinance as it focuses on both business and social objectives.  

 

This study also responds to the call for further examining the effect of TQM and MO 

as multidimensional constructs on the MFIs performance. It is to obtain a deeper 

understanding and to minimise the gaps in the literature. This study responds to the 

urgent need to link the organization resources and capabilities by examining the 

effect of TQM and MO on IT capability. Literature review reveals that the link 

among organization resources, capabilities and performance is still unclear and the 

capabilities can be used as mediators in the mentioned relationships (Lu et al. 2010). 

Therefore, this study makes an endeavour to shed light on this issue by investigating 

the mediating role of IT capability on the relationship between TQM and MO with 

MFIs performance. 
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This study attempts to test on the theoretical framework of the study in the context of 

service organizations (microfinance), where limited research works are carried out 

(Brau & Woller, 2004). Literature review reveals that the majority of studies on 

microfinance have been carried out in the Eastern and Southern Asia and Latin 

America whereas there are some paucity of studies in the Middle East and North 

African region (MENA). Thus, it demands more investigations (Pakdel et al., 2010; 

Ben Abdelkader et al., 2012).  

 

Moreover, it had been confirmed that the majority of empirical studies related to 

TQM, MO and IT capability were conducted in the developed countries such as USA 

and UK. However, there was a scarcity of studies in developing countries and 

specifically in MENA countries. Among the researchers and writers confirming this 

are Najeh and Kara-Zaitri, 2007), Al-Amri and Bon (2012), Al-Swidi and Mahmood 

(2012), Shin and Aiken (2012) and Fening, Amaria and Frempong (2013). This 

study provides the potential researchers of the basic knowledge on how TQM and 

MO are supported by IT capability to reinforce the MFIs performance in the context 

of the least developed countries,   opening the door for further investigation in this 

area. Moreover, it validates the measurement of the study variables in a different 

context utilizing the PLS-SEM software with SPSS software to validate the 

measurement and structural model with a graphical representation of the results.  

 

This study contributes significantly to the practitioners as the findings of this study 

provide them a clear understanding on the factors affecting the MFIs performance in 

Yemen, which was in line with the country‟s vision 2025. With certain evidence on 

the factors influencing the MFIs performance, the practitioners realize the 
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importance of the drivers for better performances. The MFIs managers have better 

perspective and views on the organization resources such as TQM and MO and their 

impact to develop and enhance organization capabilities such as IT capability.  

 

By exploring the important role of IT capability, this study convinces the MFIs 

managers to the fact that adopting organizational strategies such as TQM and MO 

are more effective and sufficient when they are combined with IT capability. This 

study scientifically provides the MFIs the trust to take into consideration the role of 

IT capability to support TQM and MO for better performance. Furthermore, this 

study is useful for policy makers, providing a roadmap to make necessary 

interventions for the development of MFIs such as tax exemption payment on IT 

systems, offering special training including quality principles and marketing skills 

and IT concepts in the curricula. This goes in line with the Yemeni government 

initiatives and strategies that aim to fight poverty and improve the economy of the 

nation.   

 

1.7 Scope of the Study 

 

This study addresses the MFIs performance and the focus is in the least developed 

(developing) countries where the MFIs are commonly found. Yemen is selected as 

the country where the data collection takes place as the microfinance agenda in this 

country is still fresh and relevant. As the microfinance agenda is still new in this 

country, the number of establishments is accurate and data is made available. 

The research framework of this study was tested based on the data collected from the 

Yemeni microfinance sector utilizing a quantitative cross-sectional approach. In 
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general, there are 16 MFIs, which are members of the Yemen Microfinance Network 

(YMN), operating in 166 branches in Yemeni governorates. The current study 

distributed the questionnaire to the entire population (i.e. 166 branch managers) as 

they have been recognized to be in the executive positions and the best respondents 

to describe organization strategies (Al-Swidi & Al-Hosam, 2012). 

 

The focus is on the overall performance of the MFIs. The contributing factors are the 

TQM practices and the MO variables. Both contributing factors are examined 

together to determine the effect on the MFIs performance. The other variable taken 

into consideration, which is the IT capability, is positioned as the mediating variable 

to the relationship between both the TQM practices and the MO variables with the 

MFIs performance.  

 

1.8 Organization of the Thesis 

 

The current thesis comprises five chapters. Chapter one presents the introduction 

chapter, consisting the background of the study, problem statement, research 

questions, the objectives of the research, the significance of the study, the scope of 

the study and the organization of the thesis. 

 

Chapter two reviews the microfinance sector in Yemen and related topics such as an 

overview of economy, the directions of microfinance, current state of microfinance 

sector and the importance of MFIs improvement in Yemen. It also explains the 

theoretical review on the MFIs performance specifically on the concept of 

microfinance, organizational performance, the MFIs performance and performance 
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measurement used in the study. It then presents a review on the relationship of the 

main variables with MFIs performance, relationships among the variables and 

underpinning theories.  

 

Chapter three describes the methodology of the study, including research design, 

research framework, hypotheses development, population and sampling, unit of 

analysis and measurement, questionnaire design, pilot study and data analysis 

techniques. Chapter four presents the data analysis and the key findings of the study. 

Finally, chapter five highlights the implication of the findings, recommendations and 

suggestions for future research works. 
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CHAPTER TWO 

LITERATURE REVIEW  

 

2.1 Introduction 

 

This chapter provides an extensive review on the literature related to microfinance in 

Yemen, microfinance institutions (MFIs) performance and the key constructs of the 

study. The first section provides an overview about microfinance in Yemen and the 

related topics such as economy of Yemen and the strategic directions of 

microfinance in Yemen. It also highlights the current state of microfinance industry 

and the importance of MFIs performance improvement in Yemen. The second 

section deals with the theoretical review on MFIs performance by discussing the 

concept of microfinance, providing outlines of the organizational performance, 

reviews on prior studies of the MFIs performance and proposes a measurement 

performance used in this study. The third section presents the review on previous 

studies regarding TQM and MO, IT capability and the relationship with MFIs 

performance. Then, review on the relationship of the study variables and 

highlighting the rationality of the mediating effect of IT capability. The last section 

discusses the theories that cover the variables of this study.  

 

2.2 Microfinance in Yemen 

 

In general, the microfinance sector has proven to be the most important tool to fight 

poverty through providing different services to low income people so that the MFIs 

performance is crucial to continue serving the poor people. The Yemeni 
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microfinance industry has provided financial services to the poor who are active 

micro entrepreneurs so that they can raise their economic status and their standard of 

living (Mansour, 2011). The significant role of microfinance in Yemen is inevitable 

towards the economy and nation development due to high rate of poverty and 

unemployment. Moreover, the formal banking system seems unable to provide 

financial services for the poor people (Al-Swidi & Mahmood, 2011). This makes the 

microfinance sector become the leading financial provider in Yemen. 

 

2.2.1 Overview of Yemeni Economy 

 

Yemen was considered as one of the poorest and least developing countries in the 

Arab region (Al-Batuly, Al-Hawri, Cicowiez, Lofgren, & Pournik, 2012). The 

people in Yemen live under the poverty line which rose to 54.5% in 2012 from 42% 

at the end of 2011 (Engelke, 2012). The population is about 22 million with annual 

population growth rate of 3.6% and this was considered as one of the highest 

population growth in the world (Bennett, Duncan, Rothmann, Zeitlyn, & Hill, 2010). 

The unemployment reached 14.6% in 2009 (World Bank, 2015a), and it was 

expected to worsen as the political situation has not been stable since the 2011 crisis 

until now in 2016.  

 

According to the World Factbook (2012), Yemeni economy was mainly dependent 

on the oil sector, which was estimated to cover almost 25% of the GDP and 70% of 

government revenue. The agriculture sector was estimated to constitute almost 7.9% 

of GDP and the industry covers 40.6% of GDP. According to Al-Batuly et al. 

(2012), oil reserves were expected to be depleted after one decade. Thus, the Yemeni 
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government had tried to adopt some policies and procedures to diversify economy by 

fostering other sectors and foreign direct investment. Table 2.1 summarizes some of 

the major economic indicators of Yemen from 2006-2011 as follows.  

 

Table 2.1 

Selected of some Major Yemeni Economic Indicators 

Indicator /Year 2006 2007 2008 2009 2010 2011 

Growth of GDP % 3.2 3.3 3.6 3.9 7.7 -10.5 

Inflation( % Change) 10.8 7.9 19.0 5.4 11.2 16.4 

Exports of goods and services (Growth %) 15.0 -2.0 29.0 -7.0 36.0 … 

Imports of goods and services (Growth %) 9.0 11.0 58.0 0.0 6.0 … 

Lending spread 5.0 5.0 5.0 7.3 5.0 … 

Unemployment (% labour force) 15.7 15.4 14.0 14.6 … … 

Source: World Bank, 2015a 
 

 

To this end, the Yemeni people were considered to be the poorest compared to the 

other Arab countries in the region (Yemen Country Profile, 2008). Yemeni economy 

had confronted several problems not only the declining in oil resources, but also 

political instability, corruption, and some related problems to business start-ups that 

make it difficult to revive it in the short term. 

 

2.2.2 The Directions of Microfinance in Yemen 

 

As a result of the poor economy of Yemen, strategic vision 2025 had been 

introduced by the Yemeni government aiming at reducing the food poverty 

percentage to 50% by 2015 and further eliminating it perfectly and reducing the 

poverty percentage to 10% by 2025. To achieve this goal, many initiatives and 

strategic plans have been introduced to create new job opportunities and in 
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developing different parts of the country. Among these strategies and initiatives, the 

Economic and Social Development Plan (ESDP) and poverty reduction strategy, 

launched in 2002, had focused on the microfinance sector as the main strategy to 

fight poverty. These two initiatives aimed at realizing the economic growth of 5.5% 

annually, reducing poverty rates, creating new jobs, and ensuring social welfare and 

economic stability (Strategic Vision 2025). 

 

Since 1995, the Yemeni government with the cooperation of donors who were 

interested in Yemen development, had established funds such as the Social Welfare 

Fund and the Social Fund for Development and a number of other government and 

non–government programs and projects. The objectives of these funds and programs 

are to create job opportunities by means of adopting numerous approaches including 

deprived groups. For example, the strategy of SEDF concentrates on the 

development and implementation of new products (Islamic banking product, leasing, 

indirect consumer loans, including housing and loan products for start-ups) and 

increasing its outreach through setting up new branches and improving its overall 

lending procedures (IFC, 2007). 

 

Furthermore, Social Fund for Development (SFD) is involved mainly with women‟s 

rights, women‟s empowerment and gender equality in all its programs in cooperation 

with the German Development Bank, Kreditanstalt für Wiederaufbau (KFW). The 

main objective of these strategies is to make the SFD more effective in activities 

related to gender equality promotion and women empowerment. Here, again the 

Microfinance becomes the main tool for achieving the strategies by targeting poor 

women as the microfinance clients; SFD can develop their skills in improving 
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relationships within the families and children's education besides generating income 

for the family (Burjorjee & Jennings, 2008). 

 

To conclude this section, it was evident that the government of Yemen has taken 

many initiatives to reduce poverty rate, create new job opportunities and improve 

food security levels through adopting several development policies and programs. 

One of the most important mechanisms to achieve these objectives is to support 

microfinance projects and programs in order to provide credit and thus enable the 

poor particularly the rural women to have their own projects. The microfinance 

projects are viewed as an important mechanism to develop the economy and the 

nation. 

 

2.2.3 Current State of MFIs in Yemen 

 

Microfinance industry was a recent phenomenon in Yemen and it was considered at 

its infancy stage providing financial services to the poor people so as to raise their 

economic status and standard of living (Alshebami & Khandare, 2014). The legal 

status of these institutions was classified into four legal entities, namely programs, 

foundations, banks and companies (YMN, 2012a). The programs are small, consists 

not more than 2 or 3 branches and supervised by the NGOs. They were licensed 

under the Ministry of Social Affairs. The foundations were characterized as quite 

large, consist of several branches across several cities and have the Board of 

Members or Trustees. They were licensed under the Ministry of Labour and Social 

Affairs. The banks refer to the SME banks, the specialized banks that provide a wide 

range of financial services compared to the limited services offered by programs and 
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foundations. For example, they offer voluntary savings, money transfers, and 

currency exchange. They are supervised directly by the Central Bank of Yemen. The 

last one, the companies provide the same financial services offered by programs and 

foundations, however, they were not allowed to provide some of those distinctive 

services offered by banks such as voluntary savings. All these four legal entities fall 

under the responsibilities of the Ministry of Industry and Trade (Mansour, 2011). 

 

Currently, the microfinance industry had witnessed a major and crucial evolution in 

Yemen, representing the emergence of new and large MFIs players in the 

microfinance MF industry in Yemen (Mansour, 2011). These institutions provide 

more inclusive financial services rather than the traditional loans with limited 

savings and small size programs. These MFIs have started to provide loans, not only 

to individuals who are poor, but to the small firms‟ owners who need financing. 

 

In October 2008, the establishment of Al-Amal Microfinance Bank, the first bank 

specialized in small and micro financial services, proved that the MFIs have 

expanded their services though remains actively serving the micro loans to the poor 

people. AlKuraimi Exchange Company had also been involved in the small and 

microfinance industry, registered with the Central Bank of Yemen on June 2
nd

 2010 

as AlKuraimi Islamic Microfinance Bank. In fact, it is the first microfinance bank 

licensed under the new Microfinance Law No. 15 issued in 2009 (YMN, 2012a; 

Mansour 2011). 

 

As of December, 2013, there were 16 members under the Yemen Microfinance 

Network (YMN) (The details are provided in appendix 4). There were 11 MFIs 
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members reporting to YMN and representing more than 90% of the microfinance 

industry in Yemen (YMN, 2012a). These institutions are serving more than 70,000 

borrowers and 80,000 savers in total. The total outstanding loan portfolio is about 

4,074 million YR equivalent to USD19 million and the total number of loans 

dispersed is 71,277. The detailed information about the performance of the 11 MFIs 

institutions as reported in December 2012 is given in table 2.2 below. 

 

Table 2.2 

Yemeni Microfinance Institutions (as in December 2012) 

No MFIs 

No. of 

active 

borrowers 

Female active 

clients as a % 

of total active 

clients 

No. of 

voluntary 

depositors 

No. of 

loans 

disbursed 

Value of 

loans 

disbursed 

(Million YR) 

1 Al-Amal MicrofinanceBank 26,151 54% 44,336 58,070 3,172 

2 
National Microfinance 

Foundation 
12,791 94% N.A 101,466 4,363 

3 
Nama MF Development 

Program 
7,160 40% 1,682 54,869 3,146 

4 
Self-Help Group Program–

Abyan 
- - - - - 

5 
Aden Microfinance 

Foundation 
6,666 96% N.A 45,262 1,927 

6 Tadhamon Microfinance 5,437 44% N.A 21,831 4,295 

7 
Al-Awa'el Microfinance 

Company 
3,224 85% NA 51,615 1,725 

8 Sana'a Microfinance(Azal) 4,927 55% N.A 36,121 1,223 

9 

Social Institution for 

Sustainable 

Development 
1,472 87% N.A 16,490 1,582 

10 
Wadi Hadhramaut Credit 

&Savings 
1,618 13% 3,118 11,771 800 

11 
Al-Kuraimi Islamic 

Microfinance Bank 
1,829 2% 24,270 3,769 1592 

 Total 71,275 52% 73,406 401,264 23,825 

Source: Yemen Microfinance Network, 2012b 

 

2.2.4 The Importance of MFIs Performance Improvement in Yemen 

 

Beyond its main role of providing loans to the poor people, the MFIs also play a 

major role in supporting SMEs development through providing loans to 
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entrepreneurs. This role is possible as the SMEs are also having difficulties in 

accessing financing in Yemen (Mansour, 2011) as an important player for economic 

growth and development (Beck & Demirguc-Kunt, 2006). The SMEs can create new 

employment at a low capital cost where the poor people can work. 

 

The SMEs are generating a high rate of employment growth since the labour 

intensity working in SMEs accounted for more than 90% of the total companies in 

most of the economies around the globe (Christopher, 2010). Furthermore, empirical 

studies have stated that SMEs contribute to over 55% of GDP and over 65% of total 

employment in high income nations. SMEs also account for over 60% of GDP and 

over 70% of total employment in low income countries, while they contribute about 

70% of GDP and 95% of total employment in middle income countries (Abdul 

Subhan, Mehmood, & Abdul Satar, 2013). In Yemen, SMEs constitute about 99.6 % 

of total enterprises, more than 7.2% of the GDP of the country, creating more than 

485,000 employments (MOPIC, 2004). According to SFD (2010), the MFIs could 

increase the income and economic activity of the beneficiaries by 50%. Thus, 

helping the SMEs can be viewed as helping the poor people. This is indirect access 

to loan for the poor people. 

 

Notwithstanding the significant role of SMEs in Yemeni economy as a whole, the 

formal banking system has not played the assigned role to meet their financial needs 

(Al-Swidi & Mahmood, 2011). The information from the Yemen Country Profile 

(2009) suggests that the Yemeni regular banks are underperforming and 

underdeveloped to contribute significantly to economic growth. It is reported that 

only 7% of Yemeni people have a bank account and this is a small percentage 
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indicating that there is a huge demand for microfinance financial services 

(Economist Intelligence Unit, 2013). Moreover, the formal banking system in 

Yemen is not designed to meet the micro financial requirements rather they serve 

only large enterprises and well-known people in the country (Al-Swidi & Mahmood, 

2011). As the main finance player, its performance is highly important to be 

improved, especially in the absence of formal banking system role in this field. 

 

The increasing number of MFIs operating in the same area, focusing to serve the 

same market segments has made the business environment in the microfinance 

industry competitive. The competition has become tougher since all the institutions 

are operating in the same environment and introducing almost the same financial 

products and services. Thus, the MFIs are concerned about their performance. 

Moreover, the borrowers, as clients or customers, can choose the services that offer 

better deals. The nature of microfinance in financing poor people can be considered 

more challenging where the errors are very costly (Hermes et al., 2011) and the 

products and services should be adapted to the environment rather than copying the 

same models (Alshebami & Khandare, 2014). As what is successful in one 

environment cannot be successful in another. With the growth of the industry, it is 

challenging to increase the capacity of these institutions and mitigate the risks. These 

are the challenges with regard to the performance improvement of the MFIs in 

Yemen. 

 

Consequently, to achieve their development goals, the MFIs have to adopt quality, 

enhance internal resources and capabilities in order to be sustainable and to reach the 

target clients by being customer-centric. They need to raise their capabilities to be 
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able to face effectively the current major changing environment. In other words, 

MFIs have to adopt the innovative management interventions such as TQM, MO and 

IT capabilities to differentiate themselves from others and to create their own 

sustainable competitive advantage and enhance performance. The theoretical review 

on MFIs performance is discussed in the following section.  

 

2.3 The Theoretical Review on MFIs  Performance 

2.3.1 The Concept of Microfinance 

 

Microfinance refers to the provision of small-scale finance to low income or 

unbanked people (Ledgerwood, 1999; Hartarska, 2005; Lafourcade, Isern, Mwangi, 

& Brown, 2005; Kyereboah-Coleman, & Osei, 2008). It is viewed as a form of 

banking service that provides both financial and non-financial services to low 

income or unemployed people (Khan & Noreen, 2012). Moreover, currently it is 

seen as a variety of services providing financial inclusion to poor and low-income 

people engaged in livelihood and microenterprise activities (Tavanti, 2013).  

 

Based on the above definitions, microfinance was not limited to the provision of 

small loans, which was known as microcredit. It was, rather, about the provision of a 

variety of financial and non-financial services. Thus, this study views microfinance 

as a provision of the financial services such as loans, savings, money transfer, 

insurance and it also includes non-financial services such as consultation and 

training to the low income people. Institutions that provide these services were 

referred as microfinance institutions and microfinance organizations. This was quite 
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similar to the definition provided by Ben Abdelkader et al. (2012) and Mersland and 

Strøm (2014).  

 

According to Basu, Blavy, and Yulek (2004), the role of MFIs complements 

successfully the role of the formal financial system in providing a variety of financial 

services to the low income people. It was assumed that access to financial services 

enables the poor to be empowered by generating income that enables them to get out 

of poverty and reduce the exposure to any expected events (Logotri, 2006). These 

institutions were regarded as a crucial tool to combat and alleviate poverty through 

enhancing access to financial services (Kinde, 2012). In short, MFIs help in 

mobilizing financial resources through providing financial services such as finance, 

savings and non-financial services. 

 

MFIs had played an important role in helping the poor people to invest in their 

capabilities (Hiatt & Woodworth, 2006), to overcome the drawback of micro 

businesses financing (Hartarska & Nadolnyak, 2008), to improve their standard 

living level and to provide them with a sense of social security (Ayuub, 2013). 

According to Cull, Davis, Lamoreaux and Rosenthal (2006), the MFIs facilitate to 

mobilize the abundant resources needed for economic development. In addition, the 

majority of long established MFIs have offered different financial services including 

housing loans, pension plan, social and business development services such as 

vocational training (Šafránková & Srnec, 2010). 

 

It must be emphasized here that there is no general agreement on whether the MFIs 

have focused on the profitability or otherwise as some of them operate as non-profit 
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organizations. This is contrary to the normal belief as organizations see profit as a 

source of income to assist more poor people and attain sustainability. Ahlin and 

Jiang (2008) suggest that the effect of microfinance cannot be clearly realized unless 

the poor continue to be served by MFIs (Ahlin & Jiang, 2008). Thus, the MFIs are 

supposed to be seen as pure non-profit organizations but with different levels of 

emphasis on profitability, taking into consideration the whole benefits of 

stakeholders. In other words, MFIs should achieve better overall performance, taking 

into account the stated objectives and stakeholders benefits, which enable them to be 

an effective body or strategy in fighting poverty and unemployment.  

 

2.3.2 Organization Performance 

 

Basically, when looking at the management literature, it has been found that the 

performance of an organization was regarded as one of the major constructs in 

strategic management area (Combs, Crook, & Shook, 2005; Richard, Devinney, Yip, 

& Johnson, 2009). Both academicians and practitioners have carried out extensive 

research work on organizational performance exploring the antecedents, processes 

and other variables that can improve the organizational outcomes (Jing & Avery, 

2008). In addition to that, what makes many researchers focus so much on this area 

is the practical importance of organization performance concept, which is always 

given attention by top management as it is related to the long term success of the 

organizations (Finkelstein & Hambrick, 1996). 

 

There had been an extensive research conducted on organization performance, but 

there was no broad consensus among scholars on the specific definition for this 
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construct (Kirby, 2005). Consequently, the debate among scholars and practitioners 

about the most appropriate organizational performance measurement system has 

grown to become a key issue of discussion (Jusoh, Ibrahim, & Zainuddin, 2008). In 

addition to that, it becomes more difficult because the measurement of organization 

is changing over time (Hubbard, 2006). For example, Murphy, Trailer and Hill 

(1996) state that there are 71 different measures related to organizational 

performance, classified into eight (8) dimensions by taking into account both 

financial and non-financial measures. Therefore, there are many ways to look at the 

firm performance and each one has its own implications to measure organization 

performance (Hubbard, 2006). Shareholder theory and stakeholder theory are the 

most important and key references to be used as the bases for different measurement 

frameworks and models (Owen, 2006; Brown & Fraser, 2006).  

 

During the 1980s era, the organization had been viewed to be owned by the 

shareholders so that the shareholder return was used to measure the overall 

organization performance (Hubbard, 2006). In fact, it was a predominant 

organization performance measurement system. It shows that the traditional 

performance models focus on financial measures which are widespread among the 

organizations (Demirbag et al., 2006). They are easy to quantify the organizational 

performance and facilitate the comparison (Johannessen, Olaisen, & Olsen, 1999). 

They help managers to enhance performance by evaluating managerial performance, 

developing action plans and identifying problems and improvement opportunities 

(Zuriekat, Salameh, & Alrawashdeh, 2011). During this period, several financial 

measures have been used to measure the organizational performance such as return 
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on assets (ROA), Return on Investment (ROI) Return on Equity (ROE) and Earnings 

per Share (EPS) (Richard et al., 2009).  

 

However, certain financial measures had been criticized by scholars for their 

efficiency to measure organizational performance where many limitations have been 

identified. According to Tangen (2004), financial measures are not directly 

concerned with the organization‟s strategy and this may conflict with the strategic 

objectives. This leads to more pressures on managers for short-term results as they 

do not control the whole processes and they do not determine the quality cost (Ghosh 

& Wu, 2012). Not only these, they are easy to be manipulated and they were not 

considered as the representative of the actual organizational performance 

(Johannessen et al., 1999). Thus, many scholars argued that financial measures can 

reflect only the effect of past activities on the organizational performance so using it 

to predict the future performance might be misleading (Kaplan & Norton, 1996; 

Jusoh et al., 2008).  

 

To conclude, the financial measures lack the strategic focus and rather emphasizes 

on short-term financial measures resulting in a wider and bigger gap between 

developed strategies and their implementation (Neely, 1999; Kaplan, 2008). Thus, 

many organizations have adopted multidimensional and balanced models by 

including non-financial measures in which these organizations can be developed and 

managed effectively (Sinclair & Zairi 2000; Garengo, 2005). 

 

 In the context of the above discussion, the organization is seen as belonging to 

stakeholders rather than simply shareholders (Freeman, 1984; Brown & Fraser, 
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2006; Steurer, 2006). This means that the organizations should take into 

considerations different stakeholders when selecting an organizational performance 

measurement system. These stakeholders include shareholders, employees, suppliers, 

customers, governments and local communities (Hubbard, 2006). To say the same in 

a different way, the Freeman‟s stakeholder theory evaluates organization 

performance, paying attention to a diversity of stakeholder groups that have 

particular interests in the effects of the organization‟s activities. The basic argument 

of Freeman‟s theory is that it does not ignore shareholders value, but it considers 

them as only one group of stakeholders, particularly in organizations that issue 

shares. The quotation from Ardalan, Vafai and Pairo (2013) explains better the 

stakeholder group “building better relations with primary stakeholders like 

employees, customers, suppliers, and communities could lead to increased 

shareholder wealth by helping firms develop intangible, valuable assets which can 

be sources of competitive advantage”.  

 

The key driver for an organization‟s long-term success was the value created for the 

stakeholders (Minoja, 2012; Coombs & Gilley, 2005). Berman, Wicks, Kotha and 

Jones (1999) also conclude that enhancing positive relationships with major 

stakeholders, namely customers and employees can affect the profitability of the 

organization.  

 

There were many models and frameworks related to organization performance 

measurement system that involve different stakeholder‟s perspectives (Tangen, 

2004). For example, Heskett, Jones, Sasser and EarlSchlesinger (1994) designed a 

model in a service industry that is called Service Profit Chain, which links both 



  

39 

 

financial and non-financial performance measures of the organization. Based on this 

model, it was claimed that the non-financial measures such as employees‟ 

satisfaction, loyalty, productivity, internal quality and organizational values can lead 

to growth and profitability of an organization.  

 

Another important model was introduced by Neely, Adams and Kennerley (2002), 

which was called the Performance Prism. This model considers stakeholder as a very 

important aspect, however, it assumes that much attention should be given to the 

other important stakeholder groups of customers, employee, suppliers, regulators and 

legislators. This model highlights the difference between stakeholder satisfaction and 

stakeholder contribution, an important criterion that has not been considered in other 

performance measurement approaches. This framework includes five performance 

dimensions, namely (i) stakeholder satisfaction, (ii) stakeholders contribution, (iii) 

strategy, (iv) processes and (v) capabilities.  

 

Another interesting model was introduced by Weerakoon (1996). This model is 

called as the multi-model performance framework (MMPF). It is based on four 

dimensions embracing (i) the employee motivation, (ii) market performance, (iii) 

productivity performance and (iv) societal impact. It also covers various 

stakeholders‟ satisfaction such as customers, investors, employees, suppliers and 

society.  

 

The balanced scorecard (BSC) has been acknowledged as the most popular model in 

measuring organizational performance (Kaplan & Norton, 2008). It was designed as 

the strategic model that balances all aspects of organizational performance. The 
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organizations can suit their strategies to achieve their overall goals and objectives. 

The BSC is a model in which performance was seen from four different perspectives, 

namely, (i) financial perspective, (ii) internal business perspective, (iii) customer 

perspective and (iv) innovation and learning perspectives. 

 

In conclusion, it is very important for an organization to develop appropriate 

performance measurement system in which human-based activities and processes‟ 

effectiveness can be assessed so as to achieve business excellence. It is clear that all 

stakeholders should be considered when evaluating the performance of modern 

organizations. Financial measures should not be used solely when measuring 

organization performance (Ringim, Razalli, & Hasnan, 2012). Chenhall (2005) 

points out that in the performance measurement literature, there have been many 

attempts to develop strategic performance measurement systems that consider both 

financial and non-financial indicators. It is also crucial to take into account 

qualitative indicators, such as customer satisfaction, customer service, quality of 

products and learning and innovation as they have a long-term focus through value-

creation activities (Kaplan & Norton, 1996). In general, an organization performance 

measurement system should be designed and implemented in accordance with the 

company‟s business strategy in order to link the strategy and the objectives (Kaplan 

& Norton 1996; Schneiderman 1999) and the operational aspects (Neely et al., 

2002). 
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2.3.3 Microfinance Institutions (MFIs) Performance 

 

The concept of microfinance performance is a crucial issue as it determines the MFIs 

efficiency in utilizing the funds injected by donors and assists the regulators in 

controlling and monitoring the MFIs (Mustafa & Saat, 2013). The MFIs were 

established with the aim of poverty alleviation, so the management and the 

governments should make sure that these institutions perform well. The MFIs should 

ensure their sustainability to be able to continue serving the poor people in the long 

term, even though the donors‟ funds are limited. The limited funds make MFIs less 

viable and it is a major obstacle for further development of the microfinance sector 

(CGAP, 2006). Thus, it is necessary for MFIs to be financially self-sustainable in 

order to be able contribute effectively in combating poverty. 

 

It was a well-accepted fact that performance measurement was an essential 

mechanism for the MFIs management and a key point for sustainability. For Waweru 

and Spraakman (2012), the measures of performance are the very important methods 

for managing MFIs and the essential requirement for sustainability. The real 

performance can be improved when they are measured properly (Brandsma & 

Burjorjee, 2004). It is stated that measuring MFIs performance should focus on 

assessing their development in achieving strategic objectives (Mustafa & Saat, 

2013). Roy and Goswami (2013) point out that performance measurement system in 

general plays an essential role in translating the firm‟s strategy into the desired 

outcomes. Thus, performance measurement system in microfinance communicates 

the objectives and achievements of MFIs to the employees, controls their progress 
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and provides feedback on their efforts and commitments to different stakeholders 

such MFIs management, donors, governments and communities. 

 

However, there is still no consensus about the definition of microfinance 

performance and there are not many instruments being developed to measure such 

performance (Nanayakkara & Iselin, 2012). This is because the uniqueness and the 

nature of MFIs being a business with profit and social objectives, to provide 

financial services to combat poverty and cover their cost in order to be sustainable. 

In other words, the MFIs performance issue is not straightforward since the MFIs are 

different from the other financial organizations. The MFIs are unique in its nature as 

they have both social and business objectives (Roy & Goswami, 2013). Moreover, 

the hybrid legal status in which some of them are regulated and supervised have 

made empirical studies of their performance difficult (Cull, Demirguc-Kunt, 

&Morduch, 2009). Thus, this explains why there has been no standard definition for 

microfinance performance and many studies have implied various aspects of MFIs 

whilst examining their performance. 

 

According to, Roy and Goswami (2013), there are five categories used by most 

scholars to measure the overall performance of MFIs namely (i) financial 

performance (profitability), (ii) sustainability, (iii) outreach, (iv) efficiency and (v) 

social performance. However, there are scholars that suggest multidimensional 

performance measurement when measuring MFIs performance. In the literature of 

MFIs performance measurement, those attempts to develop strategic performance 

measurement systems that consider the multidimensional aspect of measuring the 

overall performance of MFIs. For example, Nanayakkara and Iselin (2012) propose 4 
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dimensions as a new way to measure the MFIs performance in an objective method. 

They are (i) sustainability, (ii) breadth of the outreach, (iii) depth of outreach, and 

(iv) portfolio at risk. Another performance measurement framework introduced by 

Mustafa and Saat (2013) that implement both institutionalist school and welfarist 

school views to the MFIs measurement system. They suggest using outreach and 

self-sustainability from one aspect and social impact, the change in the income of the 

client, as a direct microfinance outcome from another aspect. Roy and Goswami 

(2013) also propose a new conceptual framework, known as 360˚ approach, to assess 

the overall performance of the MFIs. It includes 8 dimensions which are (i) financial 

performance, (ii) outreach, (iii) sustainability, (iv) efficiency, (v) social performance, 

(vi) institutional characteristics, (vii) productivity and (viii) governance.  

 

With regard to the performance measurement model, counting all measurements, a 

number of scholars propose using the most popular performance measurement 

model, balanced scorecard, to assess the MFIs performances which focus on using a 

variety of assessment measures rather than traditional financial system (Koveos & 

Randhawa, 2004; Waweru, 2010; Waweru & Spraakman, 2012; Kipesha, 2013).  

 

The MFIs performance measures are different of those business organizations as 

they focus on both financial and social objectives (Armendariz et al., 2013). Their 

performance measurement is different from the usual methods that are applied by 

other business organizations or even financial institutions like banks and non-bank 

financial companies (NBFCs) because of the social aspect. Moreover, one 

dimensional approach to assess MFIs performance is not appropriate and various 

dimensions are suggested to be applied. According to Koveos and Randhawa (2004), 
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the differences between MFIs and other financial institutions have some important 

implications during the evaluation of the MFIs performance. Therefore, the nature of 

the MFIs dictates that evaluation approaches and the results vary according to 

different the factors, such as MFI objectives, the person or the organization 

performing the evaluation, the environment in which the MFI operates, the time of 

assessment and other dimensions of the evaluation.  

 

Moreover, Mustafa and Saat (2013) had developed nine key characteristics to help 

the MFIs choose the most appropriate performance measurement system. They 

suggest the measurement system should include outreach, sustainability and 

stakeholders‟ perspectives. These perspectives must have a balance between the 

financial and non-financial measures, the internal and external considerations, the 

efficient and effective measures. It should be multidimensional, comprehensive and a 

multifaceted system.  

 

2.3.4 The Performance Measurement Used in the Study 

 

As it had been discussed in the previous section, studies had used different measures 

to measure the MFIs performance. Scholars had proposed different frameworks that 

take into consideration the multidimensional aspect to measure the overall 

performance of MFIs. However, none of the studies provide the justifications for 

using specific indicators or the reasons for not using other indicators. It is obvious 

that there is no broad agreement on the specific definition of the performance of 

MFIs or even dimensions to measure the overall performance (Nanayakkara & 

Iselin, 2012).  
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This study primarily concerns the main objective of the MFIs which is “poverty 

reduction”. This main objective is blended with the other complementary objectives 

such as women empowerment, sustainability, outreach, impact and financial 

inclusion, and then defines microfinance performance according to such perspective. 

To define the MFIs performance, this study views the MFIs performance by taking 

into considerations the financial and nonfinancial perspectives and the balanced 

score card (BSC) measurement model as the base for measuring performance. The 

four dimensions of BSC; (i) financial, (ii) customer, (iii) internal process and (iv) 

learning and growth are expanded to consider the social perspective. This is an 

imperative because MFIs are different from other formal financial institutions with 

the social objectives (Ben Abdelkader et al., 2012). Consequently, social perspective 

is included to the main components of BSC in order to measure overall performance 

of MFIs. This approach is viewed as being categorized as the financial and non-

financial performance perspectives. Kipesha (2013), Nanayakkara and Iselin (2012), 

and Roy and Goswami (2013) assert that adopting BSC to investigate the MFIs 

performance is crucial as it ensures their survival in a competitive market while 

meeting their social objectives at the same time.  

 

Financial performance is important for MFI survival and sustainability (Kinde, 

2012). The MFIs should be operationally and financially sustainable because most of 

them rely on the funds obtained from donors. Moreover, things can get worse when 

the donation is terminated. Non-financial performance is also important if donors 

and borrowers are to be served well (Crabtree & DeBusk, 2008). Moreover, they 

state that the non-financial performance can predict, facilitate and drive the 

performance of the organization.  
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Using the financial and non-financial perspectives to evaluate organizational 

performance involve the objective and the subjective measures. While the objective 

measures are based on the real figures from the organization, the subjective measures 

use the perceptual responses of the participants to assess the performance 

(Johannessen et al., 1999). It is best to use the perceived measures of the financial 

and non-financial performance as the correlation was found between subjective and 

objective measures of performance (Andrews, Boyne, & Walker, 2011) and the 

perceived or subjective measures are found to be valid and reliable as an alternative 

to objective measures in organization performance (Wall et al., 2004). Furthermore, 

the subjective measurement technique is frequently used by researchers and it is 

preferred by them in order to increase the reply rate (Eris & Ozmen, 2012). 

Moreover, the subjective measures can explain organizational performance as similar 

to objective measures as the respondents‟ perceptions explain what cannot be 

explained by data and figures which lead to sustainable organization performance 

(Idris, 2011).  

 

2.4 Review on the Relationship with MFIs Performance 

2.4.1 Total Quality Management (TQM) and MFIs Performance 

2.4.1.1 Quality Definition 

 

Currently, quality is considered as one of the biggest concerns for success and 

survival in the global market and for competitive advantage priority (Demirbag et al., 

2006; Ghadiri et al., 2013). Intensity of competition and increasing demand for 

better quality, by customers, have compelled the organizations to transform their 

business models to provide high quality products and services for customers (Lam et 
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al., 2011). In order to accomplish that, „quality vision‟ has to be incorporated into the 

firm‟s objectives and goals (Talib, Rahman, & Qureshi, 2011). Quality should be 

viewed as the generating value by improving every aspect of the firm continuously 

(Gharakhani, Rahmati, Farrokhi, & Farahmandian, 2013), so as to satisfy both 

customers‟ and stakeholders alike (Kumar, Choisne, Grosbois, & Kumar, 2009). 

According to this view, the quality concept can be maximized and achieved only 

with the commitment and dedication of the entire organization. 

 

The concept of quality had witnessed a significant evolution by the TQM gurus such 

as Crosby, Deming, Juran, Feigenbaum, Ishikawa, who are famous for their 

contributions and their prominent role in the prosperity of quality (Jaafreh & Al-

abedallat, 2012). The quality gurus have their ways of defining quality due to the 

non-existence of an agreement on the definition of quality (Munizu, 2013). For 

example, Deming (1986) defined quality as “satisfying customer beyond 

expectations”. In Deming‟s approach, satisfying the customer is the main of focus 

quality while Juran (1988) viewed quality as “fitness for use”. Juran signifies the 

tight connection between the quality and actual use of services and products.  

 

Another definition introduced by Crosby (1979), defining quality as “conformance to 

requirements and quality is free”. According to Crosby‟s approach, improving the 

attitudes and behaviours of employees is critical. He also introduced the concept of 

“zero defect”, referring to defect prevention. Crosby suggested four main principles 

for quality to make it certain (i) management participation and attitude, (ii) 

professional quality management, (iii) original program; and (iv) recognition.  
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Feigenbaum (1983) defined quality as the total composite product and service 

characteristics of the organization to meet the customer‟s expectation. Based on this 

approach, the quality is dynamic as the needs and expectations of customers are 

changing. The customer‟s needs should be translated into the product and services 

specifications. The role of marketing is also emphasized and it is believed what the 

customer says is right. Ishikawa (1985) defined quality as “quality does not mean the 

quality of the product only, but also of the quality of management or the reputation 

of the company”. Ishikawa„s approach focuses on the quality of services, products, 

management and the improvement of the firm.  

 

The quality definitions had been adjusted to the transition of time based on the 

modification of customer‟s needs and desires (In'airat & Al-Kassem, 2014). 

Dervitsiotis (2003) defined quality as meeting or exceeding the business 

stakeholders‟ needs and demands. According to Thomsett (2005), quality had often 

been viewed as the “Lean Six Sigma” process improvement management. The 

concept of quality can be referred as synonymous with “New Gold Standard” which 

had been widely used in the service and hospitality sector (Michelli, 2008).  

 

Another specific definition of quality in service sector introduced by Gorla, Somers 

and Wong (2010), defining it as the degree of contradiction between the normative 

expectations of customers for the service and their perceptions of service 

performance. Sohani and Sohani (2012) defined quality as exception, perfection, 

fitness for purpose and value for money and transformative. The more recent 

definition provided by Basu (2014), defining it as the consistent conformance to the 

expectations of customers. 
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Based on the discussion and analysis of diverse definitions of quality introduced by 

the quality gurus and recent scholars, it seems that the stakeholders with different 

needs and expectations of the institutions require these institutions to respond to both 

current and potential customers. The customers‟ needs and expectations are the key 

factors in the quality issue. Thus, viewing quality as “the degree to which products 

and/or service delivered is consistently value-added and excellent that can reach 

customer satisfaction” is deemed appropriate. 

 

2.4.1.2 Total Quality Management Definition 

 

The TQM literature reveals that there are numerous interpretations and definitions of 

TQM (Talib & Rahman, 2010). Scholars perceive TQM from a number of 

perspectives which leads to the lack of agreement or consensus on the definition of 

TQM (Snežana, 2015). For example, Kumar et al. (2009) defined TQM as a holistic 

management approach that integrates all organizational processes and activities to 

meet customers‟ needs and expectations in order to achieve the overall 

organizational performance and effectiveness. This definition views TQM as a 

holistic approach which embraces different processes and activities to meet the 

customer satisfaction and achieve the ultimate goal of the organization. Similarly, 

Ghadiri et al. (2013) defined TQM as a management process which ensures the 

necessary coordination within organizations to meet the customer needs and beyond 

their expectations. This definition considers TQM as a management system that 

ensures customer satisfaction and the cooperation of all departments and every 

employee within the organization to satisfy the customer.  
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Boon, Arumugam and Hwa (2005) perceived TQM as a programmed system rather 

than viewing it as a combination of methods or processes utilized by institutions to 

lead them in continuous improvement. In a similar vein, Fening et al. (2013) defined 

TQM as a system of managing quality in organizations to improve products and 

services. This perspective view TQM as a systematic approach that gives much focus 

on the quality of products and services. 

 

Viewing TQM as a culture, Kanji and Wallace (2000) define TQM as the culture of 

an organization committed towards customer satisfaction through continual 

improvement. Based on this view, TQM should be established as a culture and 

continuous improvement is a prerequisite for customer satisfaction due to the change 

in customer demands. Al-Swidi and Mahmood (2012) define TQM as a strategy that 

consists of integrated both soft and hard factors emphasizing on training and 

empowering human resource management to enhance their involvement and 

commitment resulting in achieving organizational performance. This definition 

considers TQM as a strategy that embraces a set of practices aiming at obtaining 

organization objective.  

 

One of the most common and recommended approach was that TQM was considered 

as a philosophy that integrate all organizational functions to meet and surpass the 

customer‟s demands and organizational objectives (Talib et al., 2011). According to 

Gharakhani et al. (2013), TQM can be defined as a holistic management philosophy 

that aims at applying continuous improvement in every function of the organization 

through utilizing the concept of total quality from the acquisition of resources to 

customer service after the sale. Recently, Pérez-Aróstegui, Bustinza-Sánchez and 
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Barrales-Molina (2015) viewed TQM as a management philosophy that strives for 

excellence through continuous improvement and customer focus.  

 

Based on the review and analysis of TQM definitions, it has been observed that there 

are numerous definitions given by eminent and prominent scholars and each one 

defines it according to their perspective. However, it was observed that the essence 

of these definitions shares many common elements. First, they share the 

management commitment as the centre of attention and focal point in the TQM 

philosophy. Second, they consider customer focus as an essential component for 

success of TQM. Lastly, they consider constant organization changes as necessary 

conditions for TQM success.  

 

In conclusion, depending on the analysis of different definitions mentioned above 

regarding TQM, the following definition is developed. TQM within the context of 

this study is defined as a philosophical strategy, including principles, methods and 

best practices aiming at achieving MFIs overall performance under the leadership 

and top management commitment to adopt the critical success factors of TQM 

namely leadership management, customer focus, strategic planning, training, 

continuous improvement, benchmarking and quality culture. A corporate TQM 

culture can be established by creating a suitable workplace environment to satisfy 

internal and external customers‟ requirements alike. 
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2.4.1.3 Total Quality Management Critical Success Factors 

 

The extent literature review suggests that the critical success factors, also known as 

elements, practices and constructs of TQM, need to be identified because they 

constitute as the cornerstone of successful implementation of TQM (Talib & 

Rahman, 2010). They are the critical constructs, controlled by the management to 

achieve the organization‟s mission. They are integrated together to be an effective 

system providing the early notifications for management to avoid surprises or missed 

opportunities (Khanna, Sharma, & Laroiya, 2011).  

 

Previous studies had pointed out that TQM implementation programs had been 

unsuccessful because some of the success factors were not inlaid into the system 

(Jones & Seraphim, 2008). A thorough understanding of critical success factors 

(CSFs) is a major requirement for TQM implementation (Salaheldin, 2009). In 

addition to that, Talwar (2011) suggests that an organization can create a niche in the 

marketplace by focusing only on a few quality dimensions that competitors ignore. 

Rohaizan and Tan (2011) point out that TQM is still regarded as problematic in 

many organizations due to bad strategy implementation and unsystematic process, 

insufficient understanding about TQM and the driven factors to its success were not 

in place. Therefore, it is crucial for practitioners and researchers to understand the 

significant role of CSFs, especially a few vital CSFs.  

 

Given its importance, numerous scholars have carried out studies identifying the 

CSFs using different approaches, namely contributions from quality pioneers, well-

known quality models and empirical studies (Tari, 2005; Ul Hassan et al., 2012). 
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The quality management gurus contributed significantly to the formalization of the 

TQM constructs as their essential frameworks have become the main bases of major 

studies in TQM literature (Bon & Mustafa, 2013). In particular, Deming, Juran, and 

Crosby have had a great effect on numerous practitioners and organizations over the 

world (Zairi, 2013). Specifically, Deming (1986) confirmed the use of statistical 

techniques for quality control, suggesting 14 principles to improve quality in 

organizations. While, Juran (1986) confirmed on the importance of both technical 

and managerial aspects, and identified the three basic functions of the quality 

management process: planning, organization and control, as the stages of quality 

improvement to minimize the total costs of quality.  

 

Crosby (1979) identified 14 steps for quality improvement, including top and 

intermediate management commitment, quality measurement, evaluation of quality 

costs, corrective action, training, a zero-defect philosophy, objective setting and 

employee recognition. Feigenbaum (1991) provided the total quality, including 

mainly leadership, quality improvement, incorporating quality in the organizational 

practices, all employees‟ participation to reduce the total quality costs. Ishikawa 

(1985) emphasized the importance of the usage of cause-effect diagrams for problem 

solving, Pareto analysis, and quality circles as a way to achieve continuous 

improvement.  

 

Using International Quality Awards (IQAs) as guidelines in TQM implementation, 

many organizations developed their TQM strategy relying on the key international 

quality awards that were used as the framework for various studies (Tari, 2005; 

Singla, Khanduja, & Singh, 2011). According to Singla et al. (2011), there are more 
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than hundreds of Business Excellence Awards existing in different categories. 

Specifically, the most well-known were the Malcolm Baldrige National Quality 

Award of USA (MBNQA) and the European Foundation for Quality Management of 

Europe (EFQM) (Bou-Llusar, Escrig-Tena, Roca-Puig, & Beltrán-Martín; 2009). 

Talwar (2011) extended this, pointing out that the MBNQA, EFQM and the Deming 

Prize of Japan are used as global reference models by many researchers. It seems 

that Business Excellence Models (BEMs) provide a useful assessment framework 

against which organizations can evaluate their quality management practices and 

their end business results, and constitute a common benchmark or standard criteria 

for firms.  

 

Most of the BEMs/ IQAs share the same core elements and objectives, and 

concentrate on enhancing the global competitiveness of firms of their respective 

countries (Talwar, 2009). With regard to the focus of MBNQA, EFQM and The 

Deming Prize, Talwar (2011) mentions that MBNQA focuses on customer 

satisfaction, benchmarking, comparisons with the industry average, the EFQM 

model focuses on benchmarking the satisfaction levels of the customers, employees 

and the community. The Deming Prize focuses on the dissemination of company-

wide quality control, continuous improvement and relations with suppliers.  

 

The framework of MBNQA consists of seven elements: - leadership, strategic 

planning, customer and market focus, information and analysis, human resource 

management, process management and business results (Peschel, 2008). While the 

EFQA includes nine criteria, namely results orientation, customer focus, leadership, 

management by processes and facts, employee development and involvement, 
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learning, innovation and continuous improvement, partnership development and 

corporate social responsibility (Martín-Castilla & Rodríguez-Ruiz, 2008). A study 

conducted by Singla et al., (2011), carried out to identify a set of critical success 

factors based on their frequency of occurrence from the top 10 well-known 

international quality awards, reveals that the frequent CSFs in these models are 

strategic quality planning, process flow management, education and training, 

customer orientation, employee empowerment and involvement, internal quality 

results, external quality results , top management support, reward and recognition, 

information analysis and evaluation and analysis (see Appendix 3).  

 

The TQM success factors were also supported in the measurement studies. 

According to Irfan and Kee (2013), the CSFs were introduced by Saraph, Benson 

and Schroeder (1989) after a comprehensive review on quality leaders. The study on 

TQM becomes a phenomenon after this contribution that inspired both TQM 

practitioners and researchers to identify the CSFs of TQM (Talib et al., 2011). Many 

scholars have adopted the same approach to identify the CSFs and their 

measurements such as Flynn, Schroeder and Sakakibara (1994), Ahire, Golhar and 

Waller (1996), Zhang, Waszink and Wijngaard (2000), Motwani (2001), Türker 

(2002), Bayazit (2003), Conca, Llopis and Tar   (2004), Saravanan and Rao (2006), 

Bayraktar, Tatoglu and Zaim (2008), Das, Paul and Swierczek (2008), Mustafa and 

Bon (2013) (see Appendix 3). All these studies have similarities among TQM 

practices and frameworks adopted by different service industries as well as by 

manufacturing industries.  
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Sila and Ebrahimpour (2002) carried out a comprehensive review of the literature 

analysing the frequency of occurrences of TQM practices, have used an integrated 

approach in which they identified 25 factors, extracted from 76 studies, as the critical 

factors for TQM. According to them, the most popular TQM practices are customer 

focus and satisfaction, employee training, leadership and top management 

commitment, teamwork, employee involvement, continuous improvement and 

innovation, and quality information and performance measurement.  

 

Karuppusami and Gandhinathan (2006), using “Pareto analysis”, to sort and arrange 

the CSFs according to the order of criticality, compiled 56 CSFs. The first five CSFs 

and the most frequently used are leadership and quality policy, supplier quality 

management, process management, customer focus, training and employee relations.  

 

In the same stream of research, Fryer, Antony and Douglas (2007), whilst examining 

the differences and similarities between the TQM CSFs of manufacturing; service 

and public sector organizations, found that management commitment and customer 

focus were listed as the top CSF in all the three sectors. Public sector gives much 

focus on the processes and employee empowerment. The service sector focuses on 

quality culture whereas the manufacturing sector focuses on training and learning. 

Najeh and Kara-Zaitri (2007) suggest that variation and focus go beyond sectors to 

countries resulted in an issue of consolidation of TQM practices among all culture 

settings.  

 

A more recent study conducted by Talib et al. (2011) to identify and propose the 

“vital few” TQM CSFs also use the “Pareto analysis” tool. According to them, nine 
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CSFs are the vital few and they are top management commitment, customer focus 

and satisfaction, training and education, continuous improvement and innovation, 

quality information and performance measurement, supplier management, employee 

involvement, employee encouragement, and process management. They emphasized 

that researchers and practitioners must recognize these few vital CSFs and include 

them in their work, however, the other factors should not be totally ignored. 

 

The prior discussion shows that there are many CSFs of TQM and each study use 

different ones based on the context of the study. It is also argued that the CSFs of 

TQM vary from organization to organization, from sector to sector and from country 

to country (Singla et al., 2011; Najeh & Kara-Zaitri, 2007). It is also argued that 

practitioners must be able to identify the CSFs of TQM as it is the essential 

requirement in effective implementation of TQM in organizations (Khanna et al., 

2011). Therefore, the researcher identified the CSFs of TQM in the study based on 

the quality gurus‟ contributions, quality models, empirical studies and measurement 

studies. Given the importance of practitioners, the researcher also explored the 

perspectives of the experts including the senior managers and experts in 

microfinance sector in Yemen.  

 

Among the existence of a large number of TQM practices in the literature, there 

were some factors considered important and common among these studies. For this 

study, seven TQM practices had been selected from the most important ones based 

on a thorough literature review and the opinions of the experts in microfinance sector 

in Yemen. It is believed that the TQM framework proposed was a generic one, 

contributing effectively for successful implementation of TQM in the microfinance 
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industry (Homaid et al., 2015). This study used only seven practices because it was 

argued that the researcher must understand the importance of CSFs and to include 

few vital CSFs in their work (Karuppusami & Gandhinathan, 2006). Specifically, the 

number of TQM practices to be included in studies related to service industries range 

from 6 to 9 as recommended by Talib et al., (2011). Moreover, MBNQA, a well-

known quality model, comprises only seven practices (Peschel, 2008). Therefore, the 

study proposed TQM practices, namely leadership management, customer focus, 

strategic planning, training, continuous improvement, benchmarking and quality 

culture considered in this study. The discussions regarding each one of the TQM 

practices are presented in the following section.  

 

Leadership Management  

 

Singh and Sushil (2013) and Topalović (2015) suggest that leadership management 

is regarded as the most pivotal factor for TQM implementation. According to Fening 

et al. (2013), top management's belief in TQM is primarily a prerequisite for its 

successful implementation. Many TQM gurus, for examples, Oakland (1993); Kanji 

and Baker (1990), stated that the role of top management is vital for the successful 

implementation of TQM in organizations. Leaders have to support employees‟ 

development, create a good environment for communication among employees, 

managers and customers utilize information effectively and efficiently (Sadikoglu & 

Olcay, 2014). Managers should show more leadership than traditional management 

practices in order to increase the awareness of quality activities when adopting TQM 

(Criado & Calvo-Mora, 2009). 
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Leadership significantly influences groups and teamwork, mobilizes resources and 

promotes the strategic direction of the organization to obtain customer satisfaction 

and superior performance (Jaafreh & Al-abedallat, 2012). Leadership encourages 

employees to be innovative, which helps in solving problems and developing new 

products (Zehir et al., 2012). In addition to that, top management must be 

responsible, lead the process, and allocate needed resources and provide directions 

(Vouzas & Psychogios, 2007). It is also argued that leadership is considered to be the 

most important practice of TQM because of its role in providing guidance and 

directions for the entire organization to implement TQM successfully (Idris, 2011). 

Many previous studies have proven the significant role of leadership management in 

driving organization performance (for examples, Fotopoulos & Psomas, 2010; Idris, 

2011; Valmohammadi, 2011; Zehir et al., 2012; Jaafreh & Al-abedallat, 2012; 

Fening et al., 2013; Irfan & Kee, 2013; Ghadiri et al., 2013; Dubey, 2015). However, 

there are a few studies that reported different conclusions (Talib et al., 2013; 

Sadikoglu & Olcay, 2014; Mehmood et al., 2014). In short, this study concludes 

leadership management as one of the TQM practices due to its important role in the 

TQM implementation success and providing new evidence for more generalization. 

 

Customer Focus 

 

Customer focus was also considered as a key element of TQM in order to obtain 

TQM implementation objective (Klefsjö, Bergquist, & Garvare, 2008; Idris, 2011). 

All organizations must identify customer needs and respond quickly to their 

demands and make sure that the customers were satisfied through implementing 

TQM (Zakuan, Yusof, Laosirihongthong, & Shaharoun, 2010). Meeting the demands 
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of customers is the main focus of the TQM strategy (Nitin, Dinesh, Paul & Sahib, 

2010; Fening et al., 2013; Yunoh & Ali, 2015). The literature reveals that one of the 

most common TQM practices used is gaining information about customers, which 

help in quality performance improvement of the organizations (Hackman & 

Wageman, 1995). It is also argued that understanding the customer needs was a 

prerequisite for TQM success (Taylor & Wright, 2003). Moreover, customer focus is 

one of the three core elements of TQM (Lakshman, 2006).  

 

The main goal of TQM is to satisfy the customers, so customers play an important 

role in TQM implementation (Baidoun, 2003). This requires a quick response to the 

demands of customers through designing products or services based on the 

customers‟ needs, expectations and complaints. When the customer demands are 

met, their satisfaction is higher and the organization‟s stakes increase, which result in 

success (Sadikoglu & Olcay, 2014). Due to the significant role of customer focus in 

TQM implementation, it is included in many studies that report the significant role of 

this dimension to enhance organization performance (e.g. Fotopoulos & Psomas, 

2010; Idris, 2011; Valmohammadi, 2011; Zehir et al., 2012; Jaafreh & Al-abedallat, 

2012; Ghadiri et al., 2013; Irfan & Kee, 2013). 

 

However, there are studies concluding that customer focus is not related to 

organization performance (Talib et al., 2013; Mehmood et al., 2014) or mixed results 

based on the performance measures of the organizations (Sadikoglu & Olcay, 2014). 

In brief, this study includes customer focus as one of the TQM dimensions of MFIs, 

as it is very necessary to identify the customer focus and to meet their needs. The 

customer focus is essential in the microfinance industry as there is a diversity of 
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customers based on their gender, educational background and type of businesses 

which requires understanding their demands.  

 

Strategic Planning  

 

Strategic planning is also regarded as one of the core elements of successful TQM 

implementation (Thai Hoang & Laosirihongthong, 2006). The significant role of 

strategic planning can be understood as one of the main criteria of IQAs in quality 

management implementation process. The quality gurus such as Crosby (1979), 

Deming (1986) and Juran (1988) also state that strategic planning is an essential 

element of TQM (Pryor, Toombs, Anderson, & White, 2010). Many realized the 

important role of strategic planning during TQM deployment and execution (Sila & 

Ebrahimpour, 2002). Tari (2005) mentions that determining the vision, mission and 

strategic objectives of the organizations are a prerequisite before implementing 

TQM.  

 

Strategic planning helps organizations to identify clear priorities and allocate 

resources to gain the best results (Jaafreh & Al-abedallat, 2012). Through 

participative planning, strategic planning can integrate the development and 

deployment plans, improve customer relationship management, and build a good 

relationship with suppliers and other partners and help in attaining long-term and 

short-term objectives (Teh, Yong, Arumugam, & Ooi, 2009). However, studying the 

impact of strategic planning on organization performance is scarce (Talib et al., 

2013). 
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With regard to the impact of strategic planning on organization performance, the 

results show mixed results (see Idris, 2011; Jaafreh & Al-abedallat, 2012; Talib et 

al., 2013; Alnasser et al., 2013; Sadikoglu & Olcay, 2014). Nevertheless, the study 

opts to include strategic planning as one of the elements of TQM, in spite of the lack 

of studies and inconsistent findings regarding this relationship.  

 

Training  

 

For Sadikoglu and Olcay (2014) and Bayraktar et al. (2008), training is an important 

factor for the success of TQM implementation, as effective training can improve 

loyalty, skills, motivation and employees‟ performance. Together with education, 

they help organizations to manage rapid changes effectively and establish a unique 

behaviour that make them different from others to obtain a competitive advantage 

(Sadikoglu & Olcay, 2014). It is also stated that training plays a critical role in 

maintaining a superior quality level in the service sector (Talib & Rahman, 2010). 

Moreover, training is a prerequisite in continuous improvement and innovation 

process within organizations (Talib et al., 2013). Valmohammadi (2011) suggests 

that when all employees receive effective training, TQM awareness, interest, desire 

and action will be generated among them.  

 

In order to get full benefits, training programs should be designed based on the 

results of the training needs assessment (Goetsch & Davis, 2010). Training programs 

should include training in the basic aspects of quality, problem-solving, technical 

skills and teamwork (Conca et al., 2004). According to quality gurus (for example, 

Juran, 1969; Ishikawa, 1985; Deming, 1986 as cited in Kariuki & Mburu, 2013), 
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organizations should conduct training continuously and employees should never stop 

learning things related to the work they do. Empirically, scholars such as Karia and 

Asaari (2006), Fening et al. (2013), Talib et al. (2013) and Ghadiri et al. (2013) 

found a significant relationship between training and organization performance while 

some studies such as Sadikoglu and Olcay (2014) found inconsistent findings, 

however, due to different measures of performance used in their studies. To this end, 

training is considered to be one of the most important tools to provide high quality 

products or services, which result in high customer satisfaction, increase sales and 

then obtain business success. Thus, training was included as one of the TQM 

practices for the MFIs in the present study. 

  

Continuous Improvement 

 

Continuous improvement aspect was considered as one of the major elements of the 

TQM implementation initiative (Talib & Rahman, 2010). Basically, TQM aims at 

improving the quality of products and services continuously through the involvement 

of all employees at all levels within the organizations to attain business success 

(Burli, Kotturshettar & Dalmia, 2012). Continuous improvement is a crucial element 

for the success of innovation because it encourages changes and innovative thinking 

in the organization's operations (Costa & Lorente, 2008).  

 

According to Talib et al. (2013), continuous improvement and innovation is very 

important in the service sector. It refers to seeking for the never-ending 

improvements and developing processes in order to generate new or improved 

techniques in the process of transforming inputs into useful outputs. When 
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organizations improve such processes, they can create new products or services, 

improve current products or services, meet customers‟ needs, even beyond their 

expectations, and create value to all stakeholders. 

 

Based on the TQM strategy, improving performance continuously is the best way to 

improve organization output (Corbett & Rastrick, 2000). Most studies reported that 

continuous improvement is significantly associated with organization performance 

(for example, Fotopoulos & Psomas, 2010; Mehmood et al., 2014), however, there 

are few studies such as Zehir et al. (2012) and Talib et al. (2013) who have reported 

insignificant results. Still for this element, the researcher includes continuous 

improvement as one of the core elements of TQM for the MFIs in the current study.  

 

Benchmarking  

 

Benchmarking is a practice for adoption and execution of any TQM intervention 

within any originations (Talib & Rahman, 2010; Singh & Sushil, 2013) and is 

considered as one of the elements in this study. The goal of benchmarking is to 

determine a target for organization performance improvement so as to obtain a 

superior position in the market (Yusuf, Gunasekaran, & Dan, 2007). It also aims at 

evaluating organization‟s operations and processes against the best practices players 

from inside or outside the industry (Sit, Ooi, Lin, & Chong, 2009). An organization 

cannot obtain global standards without benchmarking their critical key business 

processes (Motwani, 2001).  
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It was also argued that it can be regarded as a very effective performance 

improvement tool for processes, business units and for the entire organization 

(Baidoun, 2003). Thus, it cannot be denied that benchmarking is a powerful 

technique utilized by organizations to compare themselves with leading competitors 

in their industry in order to improve their processes, such as cost reduction and 

internal and external customers‟ satisfaction. 

 

According to Sinclair and Zairi (2000), benchmarking was regarded as a dynamic 

technique in TQM implementation and development processes. The literature reveals 

that benchmarking is significantly related to organizational performance (see Sit et 

al., 2009; Idris, 2011; Talib et al., 2013). This justifies the significant role of 

benchmarking to be included as one the dimensions of TQM for the MFIs in the 

study. 

 

Quality Culture 

 

It was emphasized that the existence of sufficient and suitable quality culture is a 

prerequisite for introducing a base practices of TQM (Todorut, 2013). To some 

extent, quality culture is a key element for the success of the organization (Gore, 

1999) and improving competitive advantage (Irani, Beskese, & Love, 2004). 

Generally, organizational culture can affect job employee motivation (Sokro, 2012), 

leadership behaviour and job satisfaction (Tsai, 2011), tacit knowledge sharing 

behaviour (Suppiah & Sandhu, 2011), performance management practices 

(Ehtesham, Muhammad, & Muhammad, 2011) and organization performance (Jacob 

et al., 2013). According to Fotopoulos and Psomas (2010), the quality improvement 
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cannot be guaranteed unless a new quality culture is adopted by the top management.  

Furthermore, many scholars argued that the success of TQM implementation is 

essentially based on the generating of quality culture to gain competitive advantage 

through satisfying demanding quality customers (Kanji & Wallace, 2000). This 

indicates that quality culture is an important practice to be employed by 

organizations when implementing TQM strategy. 

 

In Yemen, the top managers had failed to create a new quality culture in the 

organizations though the significance of customer satisfaction for the success of 

organization (Al-Zamany, Hoddell, & Savage, 2002). They also stated that the 

executives and top managers have not been effectively involved in quality initiatives 

in Yemeni organizations. This explains that the leadership system in Yemeni 

organizations had not supported the quality culture that results in the success of 

TQM implementation. A more recent study carried out by Homaid et al. (2015) 

pointed out that quality culture with the other TQM practices in the study work 

together to establish the corporate TQM culture that satisfy the customers and attain 

the sustainability of MFIs performance in Yemen.  

 

According to Arumugam, Mojtahedzadeh, and Malarvizhi (2011), quality culture is 

the main factor in a successful TQM initiative and exchanging the culture of an 

organization is considered to be the backbone of a successful implementation of 

TQM. In addition to that, quality culture contributes significantly to the performance 

of organizations (Yusof & Ali, 2000; Talib et al., 2013; Dubey, 2015). In brief, 

quality culture is an essential component for successful implementation of TQM 
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(Yusuf et al. 2007), and therefore, included as one of the TQM dimensions for the 

MFIs in this study. 

 

2.4.1.4 Total Quality Management and Organization Performance 

 

TQM had received more attention by many scholars and academicians over the 

world Dubey, 2015). Therefore, many empirical studies had investigated the effects 

of TQM practices on the performance of organizations in different sectors of the 

economy. For example, numerous studies had been carried out in a diverse of 

economy sectors such as manufacturing (Ul Hassan et al., 2012; Dubey, 2015), 

multiple service sectors (Talib et al., 2013; Lam et al., 2011; Singh & Sushil, 2013), 

Telecom sector (Iqbal et al., 2012), banking (Al-Swidi & Mahmood, 2012; Jaafreh & 

Al-abedallat, 2012), public sector (Chin & Sofian, 2005) and education (Sayeda, 

Rajendran, & Lokachari, 2010). The increase in attention towards TQM strategy is 

not surprising as it is considered to be the source of competitive advantage for the 

organizations (Irfan & Kee, 2013; Kaur & Sharma, 2014). Moreover, TQM 

implementation is an effective management system, triggering a fundamental change 

in the organization through which the organization can overcome new market 

environment challenges in achieving the competitive survival (Chong & Rundus, 

2004; Nair, 2006). 

 

Referring to TQM literature, it was generally concluded that TQM has a positive 

association with organization performance (Jiménez-Jiménez et al., 2015), however, 

there are some who provide inconsistent relationship. The studies that 

conceptualized TQM as a single construct (e.g Lam et al., 2011; Iqbal et al., 2012; 
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Ul Hassan 2012; Wang et al., 2012; Jaafreh & Al-abedallat, 2012; Munizu, 2013; 

Jiménez-Jiménez et al., 2015; Homaid et al., 2015; Al-Dhaafri et al., 2016) or as a 

multidimensional construct (for example, Idris, 2011; Irfan & Kee, 2013) had proven 

the significant role of TQM implementation in organization performance. However, 

there are studies which reveal the failure of TQM strategy to achieve the desired 

outcomes or only has the indirect effect on organization performance (for example, 

Demirbag et al., 2006; Kober et al., 2012; Akgün et al., 2014). The studies that 

reported significant relationship highlight that not all the TQM practices impact 

organization performance positively and significantly (for example, Fotopoulos & 

Psomas, 2010; Jaafreh & Al-abedallat, 2012; Valmohammadi, 2011; Zehir et al., 

2012; Talib et al., 2013). The reasons for the conflicting findings concerning the 

effect of TQM are probably due to the different methods, the different TQM 

variables, the different performance measures and the different contexts in which 

they were performed. 

 

The study by Sadikoglu and Olcay (2014) is good to prove the point of differences. 

Sadikoglu and Olcay (2014) carried out an empirical study aiming at investigating 

the impact of TQM practices on different organization performance measures in 

Turkey. After reviewing literature, they identified six factors related to TQM namely 

leadership, knowledge and process management, training, supplier quality 

management, customer focus, strategic quality planning. Based on 242 samples 

collected from the manufacturing and service sectors, the findings reveal that 

different TQM practices affect different organization performance measures. They 

suggest that the synergy among the TQM practices brings out superior improvements 

in the organization performance. 
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Alnasser et al. (2013) carried out an empirical study to examine the relationship 

between hard TQM practices (process management, information quality and analysis 

and strategic planning) and organizational performance. The data has been collected 

from the respondents in five developing countries (Egypt, Jordan, Qatar, Saudi 

Arabia and Turkey). Their findings prove that TQM practices positively impact the 

performance; however, there is a significant difference in organization performance 

mean among these countries. 

 

On the other hand, it was argued that TQM strategy can be implemented and applied 

by any firm regardless of its size (Powell, 1995) so there are a number of TQM 

scholars who have carried out studies on SMEs performance (Mahmud &  Hilmi, 

2014). For example, Kaur and Sharma (2014) investigated the effects of the six 

TQM practices, including leadership, supplier relationship, people management, 

customer focus, process management and quality measurement planning on the 

performance of SMEs in India. A statistical analysis on 134 samples showed the 

positive link between the practices of TQM and SMEs performance.  

 

Valmohammadi (2011) also conducted a study to investigate the relationship 

between the CSFs and SMEs performance in Iran. Seven CSFs have been identified 

which are leadership, process management, supplier, customer focus, employee 

management, communication and quality information system and tools and 

techniques. Based on 65 samples from the manufacturing sector, the results revealed 

that leadership and process management have significant effects on the performance 

of SMEs. Moreover, Salaheldin (2009) carried out a study investigating the link 

between TQM and the performance of SMEs. The findings revealed that there is a 
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significant relationship between TQM and both measures the operational and the 

organizational performance. This indicates that small and medium firms can benefit 

from TQM strategy, however, there is still a little known about the effect of TQM 

practices on these enterprises (Kaur & Sharma, 2014) and it is even less in 

microfinance sector (Homaid et al., 2015).  

 

To conclude this section, the literature reveals that there are two streams of research 

concerning TQM-organization performance link. The first one assumes that the 

synergy and complementarity among TQM practices lead to improved performance 

so that there is a need to examine the impact of TQM practices as a single construct. 

This view is supported by authors such as Karia and Asaari (2006) and Prajogo and 

Hong (2008). The second stream assumes that TQM practices should be examined 

individually in order to get a deep understanding about the significant level of each 

practice (Salaheldin, 2009; Talib & Rahman, 2011; Rohaizan & Tan, 2011). The 

literature has also confirmed the significant role of TQM practices on organization 

performance. Nevertheless, a few studies have reported the inconsistent findings 

related to this relationship, but these studies were carried out in different economic 

sectors and none of these studies have taken into considerations the whole picture of 

organization performance, not to mention, within microfinance sector. Moreover, 

TQM strategy had been applied to large, medium and small firms. Thus, this study 

considers TQM as the independent variable, either single or multidimensional 

construct, to affect the MFIs performance. Specifically, this study intends to examine 

the effect of TQM as a composite variable and each practice of TQM, namely 

leadership management, customer focus, strategic planning, training, continuous 

improvement, benchmarking and quality culture on the performance of MFIs.  
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2.4.2 Market Orientation (MO) and MFIs Performance 

2.4.2.1 Marketing and MO Concept 

 

The concept of marketing and its interpretation has evolved over the years of its use. 

For example, Felton (1959) focused more internally when he defined marketing 

concept as the corporate state of mind that requires the integration and coordination 

of all of the marketing functions in an organization that result in achieving 

organization‟s objectives and maximize profits. For McNamara (1972), the 

marketing concept was considered as a business management that widely accepts the 

need for customer orientation, profit orientation, and recognition of the significant 

role of marketing in communicating the needs of the market to all major corporate 

departments. Houston (1986) defined marketing concept as a willingness to 

recognize and understand the potential customer‟s needs and demands as well as 

adjusting any of the marketing mix elements to satisfy these needs and demands. 

 

Sin, Tse, Yau, Chow, and Lee (2003) stated that the marketing concept consists of 

three main pillars: (i) customer philosophy (determination and satisfaction of the 

needs and demands of target customers), (ii) goal attainment (accomplishment of an 

organization‟s goals via satisfying customer needs and (iii) integrated marketing 

organization (integration of all functional areas of the organization to achieve 

corporate objectives by satisfying the demands and needs of customers). Osarenkhoe 

(2008) suggests that market-oriented organizations can apply a customer-intimacy 

which defines special organizational culture that takes into account the customer at 

the centre of the organization‟s thinking in strategy and operations. Thus, a study 
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should view the marketing concept as the business philosophy or a culture that is 

widely accepted and applied in every aspect of an organization‟s operations. 

 

The concept of market orientation originated from the application of marketing 

concept, which is regarded as critical for the organization survival and success 

(Mahmoud, Kastner, & Akyea, 2011). Ruekert (1992) defines the level of market 

orientation in a business unit as the degree to which the business unit (i) generates 

and uses information from customers; (ii) designs a strategy that satisfies customer 

needs; and (iii) ultimately implements a responsive strategy to customer needs and 

wants. While Deshpandé, Farley and Webster (1993) view MO as the body of beliefs 

that puts the customer‟s interests first, however, the other stakeholders such as 

owners, managers, and employees should not be ignored totally. This, thus, builds a 

long term profitable business. For Day (1990), MO can be defined as something that 

relates to the outstanding skills used by a business to understand customers‟ needs 

and attain their satisfaction. 

 

According to Upadhyay and Baber (2013), the two definitions provided by Kohli and 

Jaworski (1990) and Narvar and Slater (1990) are the key definitions of MO. Kohli 

and Jaworski (1990) defined MO as “the organization-wide generation of market 

intelligence pertaining to current and future needs of customers, dissemination of 

intelligence within an organization and responsiveness to it”. With this definition, 

MO can be measured and operationalized through three constructs namely 

intelligence generation, intelligence dissemination, and respond to market 

intelligence. Meanwhile, another definition suggested by Narver and Slater (1990) is 

slightly different. They defined MO as “the organizational culture that most 
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effectively and efficiently creates the necessary behaviours for the creation of 

superior value for buyers and thus superior performance for business”. Based on the 

above definition, MO needs to be classified into three dimensions: (i) customer 

orientation, (ii) competitor orientation and (iii) inter-functional coordination. 

 

From the above discussions and definitions, it is clear that all definitions indicate the 

customer is the centre of the focus. These definitions have clear actions towards the 

customers, meaning that, they are being responsive to customers‟ needs and 

demands; however, they give different focus on different organizational elements. 

Ruekert (1992) emphasized more on the organizational strategy process, Deshpandé 

et al. (1993) focused the business culture which emphasizes competitiveness and 

market superiority, and Day (1994) emphasized on organizational skills. Kohli and 

Jaworski (1990) emphasized on the information processing actions and Narver and 

Slater (1990) concentrated on cultural-behavioural components. 

 

According to AL-Dmour et al. (2012), Upadhyay and Baber (2013) and Altuntaş et 

al. (2013), the two definitions proposed by Kohli and Jaworski (1990) and Narver 

and Slater (1990) are the most predominant ones in the MO literature. Sin, Tse, 

Heung and Yim (2005) mentioned that the two conducted a lot of researches to 

generate a valid measurement scale and empirical testing of MO construct. Their 

contributions have become a turning point of focus from describing and 

conceptualizing the marketing concept as a business philosophy to a theory testing 

focus where empirical evidence is gathered and analyzed (Goldman & Grinstein, 

2010). Liao, Chang, Wu and Katrichis (2011) suggest that a number of research 

works have been dramatically and extensively carried out, and published in MO 
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literature, are a result of these contributions that provided operational definitions, 

measurement scales and a purposed theory of MO. Thus, the majority of studies 

carried out regarding the MO have used either a cultural perspective provided by 

Narver and Slater (1990) or a behavioural perspective provided by Kohli and 

Jaworski (1990) (Theodosiou, Kehagias, & Katsikea, 2012). 

 

The cultural perspective, formulated by Narver and Slater (1990), conceptualizes 

MO as a part of organizational culture that generates the necessary behaviours for 

the creation of superior value for customers, which result in permanent outstanding 

performance (Rojas-Méndez & Rod, 2013). Narver and Slater (1993) also propose 

the MO model MKTOR, which consists the three behavioural dimensions of the 

MO; (a) customer orientation which enables the firm to obtain sufficient knowledge 

and understand the needs of the target market in order to create superior value for 

both current and potential customers, taking into account their present and future 

needs; (b) competitor orientation which enables the firm to regularly monitor 

competitors activity related to their strengths and weaknesses, and the long-term 

capacity and strategies. This enables the firm to assess the rivals‟ capacity to achieve 

better customer satisfaction; (c) inter-functional coordination which relates to 

sharing and dissemination of market information throughout the firm operations and 

functions, where all the resources of the firm should be utilized in an integrated 

system and geared towards generating superior value for the customer. 

 

The behavioural perspective, formulated by Kohli and Jaworski (1990), 

conceptualizes MO as a set of organizational behaviours which are necessary for 

creating superior value for customers and continuous superior organization 
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performance. Kohli, Jaworski and Kumar (1993) propose the MO MARKOR model 

which includes the three specific activities to operationalize MO namely, (i) 

intelligence generation, which refers to collecting information about the market; (ii) 

intelligence dissemination, which refers to how and to what extent the generated 

market intelligence is communicated across the organization so as to create a 

common understanding and unifying focus within the organization and (iii) 

responsiveness, which refers to the actions made by the firm to respond to the market 

conditions in terms of selecting target markets, developing products and services. 

 

The concept of MO proposed by both Narver and Slater (1990) and Kohli and 

Jaworski (1990) provide the operational definition of MO according to their 

perspectives which are similar in many ways. For example, both perspectives view 

MO as a continuous variable which concentrates on generating information and 

emphasizing the significance of collective efforts in creating value for customers and 

then achieve competitive advantage (Julian et al., 2014). They also view MO as a 

three dimensional variable.  

 

However, important differences between the two perspectives exist. First, the 

cultural perspective views MO as an organizational culture, which encourages 

norms, values behaviours towards customers and competitors with the objective of 

gaining profit, whereas the behavioural perspective view MO as a set of behaviours, 

which implements the marketing concept, specifically generating of market 

intelligence related to current and future customer needs, dissemination of the 

intelligence in all different departments, and organization-wide responsiveness to 

market intelligence (Kirca, Jayachandran, & Bearden, 2005). Second, the cultural 
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approach considers the crucial role of the sale forces whereas the behavioural 

perspective considers the whole organization to be involved and progressed step by 

step (Hajipour, Rahimi, & Hooshmand, 2012).  

 

As mentioned earlier, the “MARKOR” scale and the “MKTOR” scale are the most 

widely used by researchers in the MO literature which were developed by Kohli, 

Jaworski, and Kumar (1993) and Narver and Slater (1990) respectively (Shoham, 

Ruvio, Vigoda-Gadot, & Schwabsky, 2006). However, the MARKOR scale seems to 

outperform the MKTOR providing greater explanatory power for explaining 

business performance variance (Cano, Carrillat, & Jaramillo, 2004). Moreover, 

Matsuno, Mentzner and Rentz (2005) had found that the MARKOR scale is superior 

to both the “MKTOR” scale and the new extended MO scale. Based on 56 MO 

studies originated from 28 countries, Ellis (2006) had found that the impact of MO 

on organizational performance is stronger when using the MARKOR scale than the 

MKTOR. In the same year, Shoham et al. (2006), who conducted a meta-analysis to 

assess the MO in non-profit organization sector analysing 15 prior studies, found that 

using MARKOR scale among other scales lead to a stronger relationship with 

performance comparing to other ones. 

 

In the same direction, Vieira (2010) analysed 27 studies reporting that MO-

performance link is stronger when measuring the MARKOR scale. A more recent 

study conducted by Rojas-Méndez and Rod (2013) reports that both MKTOR and 

MARKOR scales have similar level of predictive power when performance 

measured with subjective or perceptual measures. However, the MARKOR scale is 

stronger in explaining changes in performance when using objective measures. On 



  

77 

 

the other hand, Kirca et al. (2005) do not support the MARKOR scales suggesting 

that the link between MO and performance is stronger when measured by MKTOR 

scale than the MARKOR scale. Ironically, Shoham, Rose and Kropp (2005) report 

that there are no variances or significant differences between the three types of MO 

scales namely MAKTOR, MKOR and other scales. 

 

This study adopts Kohli and Jaworski (1990) concept of MO and MARKOR scale 

for at least four primary reasons. First, Kohli and Jaworski (1990) concept 

emphasizes the entire organization should be involved in the processes and activities 

(Hajipour et al., 2012). Second, this concept explains the MO construct briefly with 

clear and explicit activities (Upadhyay & Baber, 2013). Third, it is argued that 

generating information, disseminating it and responding to the customers, 

competitors and market condition is faster and cheaper than trying to establish or 

change organization culture (Ogunnaike, Akinbode, & Onochie, 2014). As such, the 

behavioural perspective enables the organization to gain a greater immediate return 

with less effort which could be the base for organizational culture or cultural change. 

Fourth, MKTOR scale seems to outperform the MARKOR scale in terms of variance 

explained and more generalized (Cano et al., 2004; Matsuno et al., 2005; Ellis; 2006; 

Shoham et al., 2006; Vieira, 2010; Rojas-Méndez & Rod, 2013). 

 

To this end, MO can be viewed as a collection of behaviours or activities practiced 

by an organization specifically generating of market intelligence related to current 

and future customer needs as well as donors, dissemination of the intelligence across 

all departments, taking quick and wide actions towards responsiveness to market 

intelligence.  
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2.4.2.2 Market Orientation Dimensions 

 

The MO concept as proposed by Kohli and Jaworski (1990) involves three main 

dimensions of intelligence generation, intelligence dissemination and 

responsiveness. They are discussed as follows: 

 

Intelligence Generation 

 

Intelligence generation towards the market is the starting point of the MO (Hajipour 

et al., 2012). It involves collecting information about current and potential customers 

and other influential factors such as competition, regulation, technology and business 

environment which enables the organization to anticipate customers‟ needs and 

preferences (Boso et al., 2013). For the MFIs, understanding the current and future 

demands of the customers, building customers‟ loyalty and attracting new customers 

is critical for the MFIs financial and social performance (Savescu, 2011). 

 

According to Julian et al. (2013), generating information can be carried by formal 

and informal channels such as customer survey and build a good relationship with 

suppliers and government officials. Generating information is not the exclusive 

responsibility of the marketing department, but all the departments of the 

organization should be involved in this activity (AL-Dmour et al., 2012). The 

permanent tracing of competitors, understanding the way they affect the customers 

and investigating the business environment are successful actions of market 

intelligence (Hajipour et al., 2012).  
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Literature review on MO shows that intelligence generation is significantly related to 

organization performance (see Untachai, 2008; Hamadu et al., 2011; Julian et al., 

2013). However, other studies did not support the significant effect of intelligence 

generation on organization performance such as Chao and Spillan (2010) and AL-

Dmour et al. (2012) or mixed results based on the measurements of performance 

(Keelson, 2014). To conclude, the conflicting findings concerning this relationship in 

business organizations lead to the urgent need for examining such relationship in 

microfinance.  

 

Intelligence Dissemination 

 

The second dimension of MO is intelligence dissemination, which is very important 

because it provides common foundations to focus on different segments‟ activities in 

the organization (Hajipour et al., 2012). It involves spreading and communicating 

information throughout the different departments of the organization (Julian et al., 

2013). Market, customer and competitor information can be disseminated via formal 

and informal communication mechanisms (Chao & Spillan, 2010). Moreover, it is 

crucial to disseminate that intelligence to the different departments and individuals in 

the organization periodically and in a timely manner (AL-Dmour et al., 2012).  

 

Empirically, intelligence dissemination was found to be significantly associated with 

organization performance (Hamadu et al., 2011; AL-Dmour et al., 2012; Julian et 

al., 2013). However, other studies such as Untachai (2008) and Chao and Spillan 

(2010) found an insignificant connection between the two in business organizations. 

The inconsistent results regarding this relationship in business organizations indicate 



  

80 

 

the need to test this relationship in the microfinance sector. This study suggests that 

disseminating information creates synergies and deep understanding within the MFIs 

which enable them to respond effectively and accomplish the desired financial and 

social objectives. 

 

Responsiveness 

 

The third dimension of MO is responsiveness towards market intelligence, which 

includes proper actions by an organization to the market conditions by developing 

products and even designing and producing new products (Ogunnaike et al., 2014). 

According to Hamadu et al. (2012), responsiveness consists of two activities: (i) 

response design, which requires developing the organizational plan and (ii) response 

implementation, which requires implementing the plan. It is a set of behaviours and 

actions made by the organizations as a reaction to generated and disseminated 

intelligence in which the whole organization responds to the current and future needs 

of the customers (AL-Dmour et al., 2012). For the market-oriented MFIs, it is also 

crucial to respond to market intelligence by meeting the clients‟ needs and 

preferences and even making in their policies, rules and regulations (Agyapong, 

2014).  

 

Empirically, the studies of Untachai (2008), Chao and Spillan, (2010), Hamadu et al. 

(2011), AL-Dmour et al. (2012) and Julian et al. (2013) reported the significant 

effect of responsiveness on organization performance. This indicates that 

responsiveness is a significant variable in fostering performance in business 

organization; however, this relationship in microfinance has been ignored. Thus, this 
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study attempts to test this relationship for validating and generalizing the previous 

results.  

 

2.4.2.3 MO and Organization Performance 

 

For the unstable environment, adaptability and competitiveness are critical for the 

organization survival and success (Altuntaş et al., 2013). Market Orientation (MO) 

has become one of the cornerstones of marketing literature and can be seen as the 

culture or activities of the firm that effectively create the behaviours needed for 

superior performance (AL-Dmour et al., 2012). When an organization is market-

oriented, provide rare value for customers and difficult to be imitated, it can be a 

sustainable source of competitive advantage, allowing the organization to outperform 

their less market-oriented competitors (Liao, et al., 2011). MO facilitates an 

organization‟s ability to anticipate customer needs, react quickly to satisfy customers 

and adapt to environmental changes, herewith, leading to superior performance 

(Mahmoud & Yusif, 2012). 

 

Although the vast majority studies show that MO is a critical organizational resource 

of competitive advantage of high performance, there exist different conclusions. For 

example, the bulk of studies confirmed the significant positive relationship between 

MO and various dimensions of performance (Kai & Xiaofan, 2010; Wang et al., 

2012; AL-Dmour et al., 2012; Zebal & Goodwin, 2012; Altuntaş et al., 2013; Boso 

et al., 2013;  Taleghani et al., 2013; Protcko & Dornberger, 2014; Al-Ansaari et al., 

2015). However, there are studies reporting no significant link between MO and 

performance (Ghani & Mahmood, 2011; Qu, 2013). Moreover, while some studies 
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such as Hamadu et al. (2011) and Julian et al. (2013) confirmed the significant 

association between all the MO dimensions, other studies found only some 

dimensions of MO related to organizational performance (Untachai, 2008; Chao & 

Spillan, 2010; Al-Dmour et al., 2012;  Keelson 2014). Thus, there are many 

researchers who carry out studies to reinvestigate this relationship, in different 

contexts as well as using different contextual variables. 

 

In the other stream of research, the meta-analysis studies have been conducted 

examining the relationship between MO and organization performance. For instance, 

Cano et al. (2004) conducted an analysis based on 53 empirical research works 

carried out in 23 countries across five continents. They revealed that there exists a 

significant positive relationship between MO and organization performance across 

countries. Interestingly, they cited that the result has not been affected by 

socioeconomic factors or national cultures. It is reported that the association between 

MO and organization performance is stronger in the case of adopting subjective 

performance measures comparing to objective measures. It is also true for the 

services firms comparing to manufacturing and between profit and non-profit 

organizations. 

 

In the same vein of research, Shoham et al. (2005) identified 28 empirical studies 

published over the past 15 years in their analysis. The focus was given on the 

relationship between MO and the three constructs, the performance, loyalty and 

commitment of the firm. They found that the link between MO and these constructs 

to be positively significant. The link between MO and performance had been found 

to be strong, especially when using subjective measures. They suggest that the 
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geographical location has a significant impact on the explained variance in such 

relationship. From this finding, it can be assumed that the strength of this 

relationship depends on the context and country, expecting that this relationship is 

stronger in least developed countries. Ellis (2006) also conducted a met-analysis 

based on 56 studies originated from 28 countries. This study reported that a thorough 

link between MO and organization performance and it is moderated by measurement 

scales and contextual factors such as cultural and economic characteristics of the 

host country. 

 

According to Raju, Lonial, and Crum (2011), although SMEs have many obstacles 

such as having limited resources and market access, they may have some unique 

advantages in facing the market threats in terms of their closer contact with 

customers and innovativeness. They also stated that SMEs can be highly market-

oriented to compete with the large firms, making it valuable to obtain better 

understanding of MO in the market of SMEs. This argument is supported by Protcko 

and Dornberger (2014) who found that MO has a significant effect on both financial 

and non-financial performance of SMEs in Rusia. Al-Ansaari et al. (2015) also 

found that MO is significantly associated with the performance of SMEs in the 

market of Dubai. The finding of this study is based on 200 samples used for the 

analysis. However, Ghani and Mahmood (2011) carried a study investigating the link 

between MO and MFIs performance in Pakistan. The result of the study concluded 

that MO is not significantly related to MFIs performance. They also argued that MO 

is a context specific and, thus, its effect cannot be equally ensured in all settings.  
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In conclusion, adopting and implementing MO effectively can assist SMEs to gain 

success and better performance and this may apply to MFIs performance. Therefore, 

examining the impact of MO, as a composite and multidimensional construct, on the 

performance of MFIs is needed which provides new insight to the literature  due to 

the following aspects: (i) the MO is a significant indicator for organizational 

performance whether they are large, medium or small (ii) the relationship between 

MO and organizational performance is questionable because of the inconsistent 

findings of studies related to this relationship (iii) the scarcity of studies in Middle 

East and North African region (MENA) particularly in Yemen and microfinance 

sector, as being discussed earlier, that MO is a context specific and it may be 

significant in a country and may not be significant in other countries.  

 

2.4.3 Information Technology (IT) Capability and MFIs Performance 

2.4.3.1 IT Capability Definition and Concept 

 

The literature review reveals that the view of IT resources has received much support 

by IT scholars and proven to be an essential paradigm in IT area (Karimi Mazidi et 

al., 2014). From this perspective, Fuerst and Barney (1995) proposed five IT 

resources, which are capital access, switch to customer cost, proprietary technology, 

technical and managerial IT skills to analyze competitive advantage. The scholars 

conclude that only IT managerial skills aspect is likely to be a source of sustainable 

competitive advantages. 

 

Along these lines, Chi and Sun (2015) stated that the concept of IT capability was 

first introduced by Ross, Beath and Goodhue (1996) who defined it as the firm‟s 
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ability to control IT-related costs and deliver the IT systems when necessary to 

achieve the firm goals through IT implementations. They assumed that IT itself is 

not the only thing or requirement for the success of the firm but the capability to use 

IT in the ever-changing business opportunities. Ross et al. (1996) suggested that, in 

order to enhance this capability, a firm must consistently develop three IT-related 

assets, which are human assets, technology assets and the relationship assets. For 

Bharadwaj (2000), IT capability is viewed as the firm‟s ability to mobilize and 

deploy IT related resources together with other organizational resources and 

capabilities. This definition categorized firm IT resources into IT infrastructure 

(tangible resources), IT human resources (IT staff) and IT intangible resources.  

 

Based on Bharadwaj‟s definition, Tippins and Sohi (2003) viewed IT capabilities as 

the extent to which a firm is equipped with IT objects, IT knowledge and IT 

operations. Ray, Muhanna, and Barney (2005) view IT capability as being consisted 

of two types of resources: (i) technological resources (raw IT investment, IT skills, 

and generic information technologies within the organization and (ii) Managerial 

resources that influence the way technological resources usage. 

 

According to Bhatt and Grover (2005), IT capability can be formed of the 

technological capabilities (such as IT infrastructure), and more managerial 

capabilities such as competitive capabilities (such as IT business experience and 

relationship infrastructure) and the dynamic capabilities (such as intensity of 

organizational learning). They suggest that a high level of IT knowledge enhances 

the firm‟s ability to implement its strategy smoothly, develops dependable and cost 

effective systems and predicts the needs of clients. 
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In the light of the foregoing discussions about the IT capability definitions, this study 

adopts Tippins and Sohi (2003) definition, who suggest that IT capability to be seen 

as a set of IT resources comprising IT knowledge, IT objects and the effective IT 

operations, which can be employed by the organization to maximize the utilization 

of organizational resources and strategies in obtaining sustainability and competitive 

advantage so as to gain superior performance. The reasons are as the following; 

 

1. This definition and classification goes in line with that of Bharadwaj (2000), 

which is the most acceptable definition among the IT scholars (Bi & Zhang, 

2008; Liu, Lu, & Hu 2008; Chen & Tsou, 2012; Liu et al., 2013).  

2. The advantage of this scale is that it is well aligned with the RBV theory that 

helps in examining other organizational resources and capabilities (Gibb & 

Haar, 2007). 

3. This kind of measurement has been proven to have a more significant effect 

on organizational performance compared to other measurements that can be 

categorized from integrated aspects (Liu et al., 2013).  

4. This classification and measurement has been used by many studies such as 

Li, Chen and Huang (2006), Pérez-López and Alegre (2012), Ringim et al. 

(2012) and Pebrianto (2013). 
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2.4.3.2 IT Capability Dimensions 

 

The IT capability construct embraces three dimensions IT knowledge, IT objects 

(Infrastructure) and IT in operations (Tippins & Sohi, 2003). These dimensions are 

discussed as follows: 

 

IT Knowledge 

 

In general, knowledge was regarded as the most valuable asset because it helps in 

producing information from data or more valuable information from less valuable 

information (Makambe, 2015). Knowledge is a mix of framed experience, values and 

contextual information insight that provides a framework for evaluating and 

incorporating the unqualified new experiences and information (Davenport & 

Prusak, 2000). IT knowledge is a specific knowledge owned by the organization's 

members that can be reflected in the extent to which they understand fundamental IT 

concepts and informed about IT in their firms (Bassellier, Benbasat, & Reich, 2003). 

IT knowledge includes professional competency, experiences and technical skills 

such as programming, systems analysis, databases, network security and designing in 

the current emerging technologies (Ringim et al., 2012). For this study, the general 

IT knowledge as the extent to which institutions or organizations obtain the technical 

knowledge framework related to IT objects like a computer-based system is 

considered suitable. 

 

IT knowledge, one of the most important components of IT capability, plays a 

crucial role in organizations. Bhatt and Grover (2005) point out that IT knowledge is 
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needed for organizations as (i) it enhances a holistic understanding of knowledge 

needed within the business units (ii) it acts as a facilitator to identify knowledge 

resources that are applicable across multiple units and (iii) it motivates business units 

to invest not only in their own IT objects but also in boundary-spanning IT initiatives 

that are essential for acquiring and sharing knowledge processes. According to 

Pérez-López and Alegre (2012), IT knowledge determines the ability to assimilate 

knowledge from outside and create new knowledge from a reinterpretation and 

reformulation of existing and newly acquired information Therefore, when the 

organizations‟ members are encouraged to adapt innovations such as IT, assimilate 

IT knowledge and use IT in their daily routine works, the outcomes will improve 

profit and thus the organization performance (Shao, Feng, Hu, & Liu, 2009).  

 

IT Objects 

 

A firm‟s IT objects, also known as infrastructure, is the key dimension of IT which 

improves basically the strategic flexibility of the organization and long-term 

competitive advantage (Lim & Trimi, 2014). According to Kim, Kim and Lee 

(2011), IT infrastructure is the backbone of business operation through which the 

businesses can meet the emerging challenges. IT objects enable the organization to 

deliver business applications and services, share information across different 

functions and respond to changes in business strategy (Chen & Tsou, 2012). They 

were regarded as tools and resources include hardware, software and support 

personnel that contribute to the acquisition, processing, storage, dissemination and 

use of information (Hasan, 2010; Pérez-López & Alegre, 2012). According to 
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Tippins and Sohli (2003), IT objects can be defined as the computer-based hardware, 

software and human support which are used in this study. 

 

In today‟s business environment, the existence of a highly integrated IT 

infrastructure is of great value, as it assists the organizational employees to access to 

the right people and the vast information quickly and effectively in facilitating the 

process of transferring knowledge (Pérez-López & Alegre, 2012). According to 

Ivatury and Pasricha (2005), there is a wide range of technologies used by MFIs 

which can be classified into two categories (i) information system (IS) technology, 

which assist MFIs to track, analyze and report on their operations (ii) delivery 

technologies which help MFIs in facilitating electronic payments and transactions. 

These technologies include automated teller machines (ATMs), point-of-sale (POS) 

networks that facilitate electronic transactions by customers (payments, transfers, 

cash withdrawals and cash deposits from outside the branch offices) (Rai, 2012). 

 

According to Visconti and Quirici (2014), management information system (MIS) is 

considered as a fundamental information technology innovation for the MFI to 

monitor the quality, sustainability and efficiency of its loan portfolio, to monitor the 

development impact, and to manage general administrative tasks. Rao (2005) refers 

that information communication technologies (ICTs) have a great effect on the MFIs 

in terms of efficiency (making specific MFIs tasks faster, cheaper, at lower cost, less 

workforce), effectiveness (MFIs services become more interactive, with fewer errors, 

customized, researchable, achievable and transparent) and in innovation aspect 

(MFIs to provide new products, new services, new customer bases and new valuable 

propositions). To this end, IT infrastructure is a crucial factor since it helps in 
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capturing information, creating new information, storing information and 

transferring data (Rai, 2012).  

 

IT Operations 

 

IT operations, as one of the IT capability dimensions, are fundamental as they enable 

organizations to manage their customer bases effectively, keep information about 

customers in a more organized manner and share knowledge efficiently across the 

organization units (Pérez-López & Alegre, 2012). IT operations require IT 

application in business processes that include IT functions, coordination and 

interaction with the user community (Ringim et al., 2012). IT operations can be 

thought as the methods, skills, and process required for achieving the organizational 

goals (Hasan, 2010). Within the context of this study, IT operations are viewed as 

the extent to which an institution or organization employs IT to manage both market 

and customer information. 

 

According to Bharadwaj (2000) and Zhang, Sarker and McCullough (2008), 

effective IT operations involve skills mainly core technical skills, managerial skills 

and problem-solving skills. IT involves IT objects such as hardware, software and 

support personnel which without these objects the IT operations are impossible to 

achieve the stated tasks (Tippins & Sohli, 2003). The ability to utilize IT 

competencies requires IT knowledge and skills that facilitate more strategic 

initiatives and meeting the marketplace demands and (Chakravarty, Grewal, & 

Sambamurthy, 2013).  
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2.4.3.3 IT Capability and Organization Performance 

 

The role of IT is undeniably important and its capability was considered as a key 

element in an organization to foster performance (Pebrianto, 2013; Liu et al., 2013). 

Furthermore, it had been recognized to provide a basis of obtaining a competitive 

advantage (Bhatt & Grover, 2005; Chi & Sun, 2015). A large body of IT capability 

literature concurs that IT capabilities are the most valuable resources to facilitate an 

effective collection and utilization of information (Bharadwaj, 2000). Moreover, IT 

capability construct was related to the firm performance through increasing 

efficiency, decreasing long term cost, evolving service reliability and decreasing 

transaction errors (Tippins & Sohi, 2003). According to Lin (2007), IT capability 

increases the firm‟s ability to monitor the environment, improves information quality 

for decision making and creates the superior path to earn profit. In addition, IT 

capability plays a pivotal role in almost all aspects of the firm‟s operations and 

corporate strategies, and for many organizations, IT capability was regarded a 

primary asset if not the most significant strategic one. 

 

Despite the widely held belief that IT is crucial to a firm‟s survival and growth, some 

studies reported contradictory findings regarding the direct link between IT 

investment and firm performance (Liu et al., 2013). For example, Thouin, Hoffman 

and Ford (2008) found that IT budgetary expenditures as well as IT services 

outsourced are significantly related to firm financial performance. These results are 

based on analysis of archival survey data for 914 Integrated Healthcare Delivery 

Systems in USA. More recently, a study conducted by Al-Saraireh (2013) to 

investigate the impact of IT investment on the performance of Jordanian industrial 
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companies, in terms of administrative decision-making, financial and operational 

processes and competitive advantage, shows that IT investment is positively 

associated with both administrative decision-making, financial and operational 

processes. The study reports the findings from 138 sample data collected from 20 

industrial companies listed on the Amman Stock Exchange. However, it reports that 

IT investment is not a significant predictor to create the competitive advantage for 

the organizations. 

 

On the contrary, there are some empirical studies reporting that spending on IT does 

not add any value to the business. For example, Ray et al. (2005) reported that the 

direct impacts of three different IT resources (technical skills of IT unit, managers 

„technology knowledge, and IT spending) were not confirmed on the customer 

service process performance of the life insurance companies in North America. In 

the same stream of research, Huang (2007) found that IT investment was not 

positively and significantly associated with the performance of the Small and 

Medium Enterprises (SMEs) in the rubber industry. These conflicting findings lead 

to much debate on IT-performance relationship, which is known among IT scholars 

as IT investment blank hole or IT investment paradox (Liu et al., 2013). According 

to Budzier and Flyvbjerg (2011), the inconsistent findings suggest that the 

relationship between IT investment and firm performance is much more complicated 

than previously thought; as such the issue argued remains debatable for years to 

come. 

 

Many IT experts have shifted their focus on resource-based view (RBV) to be one of 

the key theoretical perspectives to answer the inquiry related to how and why IT 
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affects firm performance (liu et al., 2008, Pérez-López & Alegre, 2012; Liu et al., 

2013; Karimi Mazidi et al., 2014). According to this perspective, resources that are 

valuable, rare, perfectly inimitable, and non-substitutable can only enable firms to 

sustain their competitive advantage and superior performance constantly constant 

over time (Liang et al., 2010). It was argued that using resources to implement 

strategies, the capabilities can be leveraged to achieve competitive advantage 

(Barney & Clark, 2007). Based on this perspective, Bharadwaj (2000) viewed IT 

capability as the competence owned by a firm to mobilize and deploy IT-related 

resources in combination with the other organizational resources and capabilities. 

This definition has been argued to become the most widely used among IT scholars 

in recent years (Liu et al. 2013). 

 

In line with the above discussion, the dynamic capability perspective, which is 

originally based on the RBV theory, further emphasizes on the significance of 

resource and competence configuration, coordination, integration and transformation 

in creating value to the business particularly when the path of success is vague (Liu 

et al., 2008). The firms that integrate IT resources to create discrete capabilities 

contribute to sustainable competitive advantage. According to Chi and Sun (2015), 

IT resources cannot provide organizations sustainable competitive advantage by 

itself, and IT capability (the ability to integrate and deploy IT resources) is one of the 

crucial factors to help organizations obtain a long-term competitive advantage. Since 

a firm‟s capabilities are not easy to be replicated or imitated compared to firm‟s 

resources, so it is suggested the “IT capability” term or concept to explain the value 

of IT as part of the capabilities of the firm. 
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Based on this concept, there are extensive research works on the role of IT capability 

in the firm performance, Liu et al. (2013) mentioned that there were only few 

quantitative studies that provide accepted results on the co-relationship between 

these two varieties, the relative degree or the path. Some quantitative studies have 

reported that firms with superior IT capability are associated with significantly 

higher and superior performance (Bi & Zhang, 2008; Yu & Xin-quan, 2011; Ong & 

Chen, 2013; Karimi Mazidi et al., 2014). Lin (2007) elaborated further when he 

carried out a cross-sectional study examining the impact of both IT capability and 

human capital investment on overall value-creation performance of banking firms in 

the U.S. When analyzing a sample of 155 banking firms, both IT capability and 

human capital investment are significantly and directly associated with the overall 

banking firms' performance with all five measures namely ROE, MVA, EVA, 

Tobin‟s Q, and market-to-book ratio. 

 

A more recent quantitative study conducted by Ong and Chen (2013) discussed 

about the influence of IT capability on three constructs of firm performance, namely 

firm performance, future firm performance, and firm value. Their study that covers 

480 matched-firms and secondary data from Information Week (provides the IT 

capabilities ranking) and Compustat database (provides financial data), reveals that 

IT capability significantly influences all the three constructs. They suggest that the 

significant level of firm value is higher than that of both firm performance and future 

firm performance, indicating that IT capability was more related to firm value 

(growth opportunities, intangible assets and innovation) than performance. 
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On the contrary, some studies argued that IT capability can only influence the firm 

performance indirectly through some mediating variables. For example, a study 

conducted by Tippins and Sohi (2003) (data from managers in 271 manufacturing 

firms in U.S) shows that the link between IT capability (called as IT competency in 

this study) and firm performance is mediated significantly by organizational 

learning. 

 

Pérez-López and Alegre (2012) concluded that direct relationship does not exist 

between IT capability and firm performance; however, IT capability influences the 

market performance indirectly through knowledge management processes. Zhu and 

Nakata (2007) suggested that IT capability is not associated directly with market 

performance in industries classified under 510 SIC codes (food manufacturing, 

financial services, advanced electronics, and heavy machinery) in the U.S. 

 

Based on the discussion above, it is clear that the role of IT capability towards the 

firm performance is complex and with diverse findings. It can be argued that the 

effect of the IT capability on the organization performance is not consistent. 

Therefore, attempts to investigate the effect of IT capability on the performance of 

organizations such as MFIs could provide the foundation to explain how IT 

capability affects organizational performance and add to the literature. The 

mediating effect can also be examined by linking the test on the independent 

variables under investigation.  
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2.5 Review on the Relationship among the Variables 

2.5.1 TQM and IT capability 

 

TQM practices had been recognized to be crucial not only for quality 

implementation, but for building a large variety of organizational capabilities 

(Prajogo & Hong, 2008; Yusr et al, 2012). For example, Perdomo-Ortiz, Gonzalez-

Benito and Galende (2006) carried out a study in Spain that reported the significant 

role of TQM in the industrial sector on innovation capability. It also provided 

evidence on the effect of innovation capability as a mediator rather than a moderator 

on the relationship between TQM and technological innovation. Another study 

conducted by Yusr et al. (2012) investigating the impact of TQM on marketing 

capability, which such relationship was confirmed to be significant. It also reported 

that the mediating effect of marketing capability on the link between TQM and 

innovation performance was supported. The data collected for their study were from 

the Malaysian manufacturing companies. 

 

In examining the mediating effect of learning capability on the link between TQM 

and business innovativeness, a more recent study by Akgün et al. (2014) conducted 

in Turkey shows that TQM has a significant impact on learning capability in the 

context of multi-sectors. A study of Yusr et al. (2014) also proved that the link 

between TQM and technological innovation capabilities was established when they 

conducted research on manufacturing companies in Malaysia. Another more recent 

study by Jiménez-Jiménez et al. (2015) also found that TQM has a significant effect 

on exploitation and exploration capabilities, learning capability. To conclude, it was 

supported that TQM can affect different organization capabilities such as innovation 
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capability, marketing capability, learning capability and technological innovation 

capabilities. 

 

Within the context of this study, it was argued that TQM practices such as 

management leadership, customer focus, strategic planning, education and training, 

continuous improvement, benchmarking and quality culture, play a leveraging effect 

on IT capability including IT knowledge, IT objects and IT operation. For instance, 

the role of top management leadership is essential to improve organization 

capabilities as top management should be committed to provide the needed 

requirements in order to achieve better quality performance (Ahire & 

O‟Shaughnessy, 1998; Ab Wahid, Corner, & Tan, 2011). This orientation, in turn, 

inspires the interest of top management to improve employees‟ IT knowledge and 

update the organization with new technologies which support the different 

operational processes within the organization. Jaafreh and Al-abedallat (2012) 

suggest that strategic planning allows organizations to identify the priorities and 

allocate resources, which IT-related resources are among them, for obtaining the 

objective of the organization. 

 

Furthermore, TQM principles help organizations to develop the employee‟s skills, 

capacities and knowledge through undertaking different types of training programs 

(Jones & Grimshaw, 2012). It was also stated that training was one of the core TQM 

elements to spread knowledge and help in the continuous improvement, 

enhancement and innovation within the organization (Talib et al., 2013). 

Specifically, all employees are in need for training programs in IT, which increase 

their work quality and job satisfaction (Brah & Lim, 2006). This is because of the 
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training role in improving the skills of employees to use IT effectively, which will be 

reflected in the service quality. 

 

To this end, the relationship between TQM and organization capabilities was said to 

be established. It was supported strongly by RBV and dynamic capability theories. 

Although the literature examining the impact of TQM on organization capabilities is 

limited (Yusr et al., 2012), and testing the effect of TQM on IT capability is 

generally scarce, the condition in the microfinance sector is expected to be even 

worse. Thus, this study suggests that TQM, include different practices, should be 

examined to improve organization capabilities with emphasis to the IT capability.  

 

2.5.2 MO and IT Capability 

 

Generally, marketing has been recognized as a critical area in which organizations 

must develop dynamic capability (Wang et al., 2013). It is suggested that dynamic 

capability perspective should be employed with Market Orientation (MO) in order to 

identify key capabilities for organizations to be market-oriented (Foley & Fahy, 

2009). Previous studies reported that MO has a positive and significant association 

with a number of organization capabilities, for example, Hooley et al. (2005) suggest 

that MO is a significant predictor of both management capability and customer-

linking capability. Ngo and O'Cass (2012) found that MO was a significant 

influential construct on marketing capabilities. A more recent study carried out by 

Fang et al. (2014) also reported that MO was a crucial antecedent of external 

capabilities, including market-sensing capability and customer-linking capability. 
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It was argued that MO effect was not limited only to customers, but it was also a 

facilitator for technology-based innovations. It had been empirically found that MO 

has a significant facilitator to innovations that use sophisticated technology and 

provide better benefits to the customers (Zhou, Yim, & Tse, 2005). It is also stated 

that market-oriented organizations adapt to changes in the environment and occupy a 

prominent position through leveraging the technology, resources and customer 

relationship management (Morgan & Berthon, 2008). A study done in Taiwan by 

Wang et al. (2013) showed that MO has a positive and significant relationship with 

IT support for customer relationship management. 

 

Based on the discussion above, it can be said that MO can build and improve 

organization capabilities such as management capability, customer-linking 

capability, marketing capabilities, market-sensing capability and customer-linking 

capability. In addition to that, MO can be an enabler for innovations that use 

technology, leverage technology within the organization and affect IT that support 

customer relationship management. However, it is found that prior research has 

ignored the effect of MO on IT capability, although there are theoretical and 

empirical supports reporting on the significant effect of MO. This indicates the 

existence of knowledge gap in the literature, particularly in microfinance discipline.  

 

2.5.3 The Potential Mediating Effect of IT Capability on both TQM, MO and   

MFIs Performance 

 

Hemmatfar, Salehi and Bayat (2010) and Ghobakhloo et al. (2012) had confirmed 

that IT is a pivotal factor that can be utilized by a firm in most of its operations and 

corporate strategies. It is regarded as the major strategic asset, if not the most 
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significant one in the majority of industries (Lin, 2007). Moreover, IT capability in 

combination with other organization resources and capabilities can create a positive 

synergistic impact on firm performance, which is not easy for competitors to imitate 

or find substitutes for (Liang et al., 2010; Homaid et al., 2015). The question arises 

here is that how IT capability contributes to the firm performance and in which 

condition. Thus, this study attempts to answer this question by positioning IT 

capability as a mediator of the relationship between both TQM and MO, and MFIs 

performance. This claim is based on the fact that IT is capable to be a key enabler of 

such resources and strategies. 

 

As highlighted earlier, IT capability has been argued to be associated significantly 

with superior performance within organizations (Bi & Zhang, 2008; Yu & Xin-quan, 

2011; Ong & Chen, 2013; Karimi Mazidi et al., 2014). The firms with superior IT 

capability can facilitate an effective collection and utilization of information 

(Bharadwaj, 2000). According to Lin (2007), IT capability can increase a firm‟s 

ability to monitor the environment, improve information quality for decision making, 

and create the superior path to earn profit. Ong and Chen (2013) suggest that IT 

capability is a significant indicator of different firm performance measures, including 

firm performance, future firm performance and firm value. IT capability has an 

influential role on service process innovation, employees‟ satisfaction and firm 

performance (Karimi Mazidi et al., 2014). 

 

In addition to IT capability, TQM has also been recognized as a critical strategy for 

the survival, growth of the organization and a source of competitive advantage (Nair, 

2006; El Shenawy, Baker & Lemak, 2007; Irfan & Kee, 2013; Kaur & Sharma, 



  

101 

 

2014). This is because the TQM strategy has been confirmed to improve 

effectiveness, flexibility and competitiveness of a firm that meets customers‟ needs 

(Chandra, 2013). According to Kaynak (2003), Kumar et al. (2009) and Zu (2009), 

TQM also can generate improved products and services, lead to more customer and 

employee satisfaction, reduce costs, improve financial performance and enhance 

competitive position and increase productivity, improve financial performance and 

enhance competitive position and increase productivity. 

 

Although the majority of research works proved the significant and robust link 

between these two constructs, there has still been an unresolved debate related to this 

relationship, with mixed and inconsistent results (Nair, 2006; Zehir et al., 2012; 

Ahmad, Zakuan, Jusoh, Tasir, & Takala, 2013). Therefore, researchers are 

recommended to pay more attention to some organization factors which can enhance 

and explain better the relationship between TQM and organization performance 

(Douglas & Judge, 2001; Ehigie & McAndrew, 2005), and in line with this, scholars 

carried out studies to investigate the direct relationship in new contexts for more 

generalization or for a moderated link and a mediated direct relationship in new 

contexts for more generalization or for a moderated link and a mediated relationship. 

 

TQM practices have also been proven to be an effective for not only quality 

implementation and enhancement, but for building a wide range of organizational 

capabilities (Prajogo & Hong, 2008). For instance, studies have concluded that TQM 

has a significant impact on the innovation capability (Perdomo-Ortiz et al., 2006), 

marketing capability (Yusr et al., 2012), learning capability (Akgün et al., 2014), 

technological innovation capabilities (Yusr et al., 2014) and on exploitation and 
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exploration capabilities (Jiménez-Jiménez et al., 2015). TQM practices and 

implementations in the organizations help in providing environment to create 

distinctive capabilities (Perdomo-Ortiz et al., 2006). Organizations help in providing 

environment to create distinctive capabilities (Perdomo-Ortiz et al., 2006). 

 

Moreover, tracing back to an earlier claim made by Weston (1993), who stated that 

TQM depends heavily on IT that acts as a feedback mechanism and facilitates 

communication and implementation of advanced tools, systems and techniques. It 

shows that both IT and TQM are complementary resources as IT allows 

organizations to adopt TQM to manage “quality related knowledge” effectively and 

efficiently, which in turn improve quality performance (Sánchez-Rodríguez & 

Martínez-Lorente, 2011). This is because IT plays an important role in knowledge 

creation process as a key facilitator of organizational memory and the ability to 

capture and integrate explicit knowledge by making it easy to codify, communicate, 

assimilate, store, and retrieve. Moreover, Brah and Lim (2006) point out that IT also 

serves as an enabler to quality performance, as it helps to improve customer 

relationship management. It is expected that application of IT in quality management 

will improve the operational tasks of quality management and, hence, increase 

quality outcomes. Thus, the role of IT in quality improvement is crucial as it 

increases the quality outcomes, awareness, provides online information about the 

quality level and reduces quality costs (Khanam et al., 2013). 

 

Based on the discussion above, this study suggests that TQM practices create a 

conducive environment for enriching employee knowledge, allocating necessary 

resources and identifying priorities. It includes IT knowledge, necessary IT objects 
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and building an effective IT system which leverage the impact of IT capability which 

in turn lead to superior performance. In other words, the link between TQM and 

organization performance can be explained by integrating the mediating role of IT 

capability. IT capability is critical because it integrates and deploys IT-related 

resources in combination with other resources and capabilities to create value other 

resources and capabilities to create value. 

 

Moreover, it is also stated that the relationship among organization capabilities, 

resources and performance is complex and capabilities can be used as mediators in 

the relationship between organization resources and performance (Lu et al., 2010). 

Examining the mediating effect of IT capability on the link between TQM and MFIs 

performance has been neglected in the literature which will minimize the gaps and 

open a new door for further research and knowledge in the area.  

 

Similarly, market orientation (MO) is recognized to be a source of competitive 

advantage of the organization (Kumar, Jones, Venkatesan, & Leone, 2011; Julian et 

al., 2014). Recent meta-analysis studies showed that there is a positive, significant 

and solid relationship between MO and organization performance (Cano et al., 2004; 

Matsuno et al., 2005; Ellis; 2006; Shoham et al., 2006, Vieira, 2010; Rojas-Méndez 

& Rod, 2013). However, while there is rigorous empirical evidence on MO and 

performance linkage, little understanding is known concerning the deployment of 

MO with other organization capabilities to gain competitive advantage (Morgan et 

al., 2009). Therefore, the research focus has recently shifted from the resources to 

the outcomes of the resource deployment processes with capabilities (Vorhies, 

Morgan, & Autry, 2009). Consequently, there is a growing research work related to 
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organization capabilities (Slater, Olson, & Hult, 2006) and how these capabilities 

and resources are integrated and deployed to complement each other and contribute 

to organization performance (Morgan et al., 2009). 

 

In line with this, it was argued that MO can build a variety of organizational 

capabilities (Fang et al., 2014). Some studies have recently been carried out to 

investigate the impact of MO on organization capabilities such as management 

capability and customer-linking capability (Hooley et al., 2005), marketing 

capabilities (Murray et al., 2011; Ngo & O'Cass, 2012) and on external capabilities 

including market-sensing capability and customer-linking capability (Fang et al., 

2014). It is also stated that MO can be an enabler for innovations that use high 

technologies besides customer satisfaction (Zhou et al., 2005). Moreover, market-

oriented organizations can leverage the technology, resources and build a strong 

relationship with both customers and suppliers in order to be in a prominent position 

and adapt to the turbulent environment (Morgan & Berthon, 2008). Thus, IT 

capability as a part of organizational capabilities, this capability allows the 

organizations to adapt to the changes in the market, deliver better service and build a 

good relationship with customers. 

 

Thus, MO should be capitalized through appropriate organization capabilities as the 

requirements to achieve better performance (Hooley et al., 2005; Murray et al., 

2011). It is argued that the realizing impact of MO on performance depends on how 

well organization capabilities are deployed and acted as a mechanism to explain this 

relationship (Ngo & O‟Cass, 2012; Fang et al., 2014). Within this study, it is 

suggested that when MO is accompanied by distinctive and appropriate capabilities, 
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such as IT capability, it may result in competitive advantage, including better 

information generation, dissemination and responses to the needs of the customers 

and then superior performance achievement. Here, IT capability is postulated to be 

an influential mediator on the relationship between MO and MFIs performance. This 

is in line with RBV theory, capability theory and complementarity theory. 

 

To this end, it is evident that there is a need to position IT capability as a mediator to 

the relationship between TQM and MO with MFIs Performance. It is expected to 

leverage the mentioned relationship. This should be viewed as a complex 

relationship between resources and capabilities, and solve the inconsistent findings 

related to TQM, MO and performance.  

 

2.6 Underpinning Theories 

 

The main purpose of the study is to examine the mediating effects of IT capability on 

the relationship between both TQM and MO with the MFIs performance. Due to the 

nature of variables under this study, various underpinning theories can be assigned to 

theoretically support the framework of the study which are the resource based view 

(RBV) theory, dynamic capability theory and complementarity theory. However, the 

RBV theory is chosen to be the fundamental underpinning theory for this study while 

the other two are employed to support it. The next subsection presents these theories 

with the supportive arguments highlighting how the framework of this study is 

supported by the chosen theories.  
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2.6.1 Resource-Based View (RBV) Theory 

 

The resource-based view (RBV) of the firm has gained prominent attention to be the 

major theory in strategic management (Galbreath, 2005, Liang et al., 2010; Almarri 

& Gardiner, 2014). The evolution of RBV has been flourished by the writings of 

Penrose in 1959 who viewed a firm as a pool of resources, which are responsible for 

creating the basis for growth only when they are organized into their best use 

(Penrose, 2009). Rubin (1973) argued that the business expansion and growth was 

formalized economically with the assumption of firm-specific resources. The works 

of both Penrose and Rubin laid to the foundation to formalize the RBV in 

Wernerfelt‟s (1984) study. The theory suggests the success of a firm in the market is 

a result of the possession of unique and superior internal resources. In short, RBV‟s 

basic argument is that obtaining a competitive advantage by a firm is basically 

determined by the key and unique resources possessed by the firm. 

 

Various definitions can be found to define the firm‟s resources. In the early stage of 

the theory, Daft (1983) defined the firm‟s resources as all firm‟s assets, capabilities, 

processes, attributes, information, and knowledge and so on which are controlled by 

the firm to be able to visualize and implement its strategies that improve its 

effectiveness and efficiencies. Then, Barney (1991) defined the firm‟s resources as 

the strengths and capabilities possessed by the firm that can be used to envisage and 

implement its strategies. However, Amit and Schoemaker (1993) contributed 

significantly to the RBV by highlighting the distinction between the resources and 

capabilities of the firm. They defined resources as assets that are possessed or 

controlled by a firm, while capabilities can be defined as a firm‟s capability to 
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deploy, combine resources and exploit them sufficiently such as leverage skilled 

workforce as well as firm practices to outperform rivals. In this respect, resources 

can be traded as they are non-specific to the firm while capabilities are firm-specific 

and are employed to engage the firm‟s entire resources (Hoopes, Madsen, & Walker, 

2003). This distinction has been recognized and used extensively throughout the 

RBV literature (Barney, Wright, & Ketchen, 2001). 

 

Apart from the distinction between resources and capabilities, the resources can be 

classified into tangible resources, such as physical assets, and intangible resources, 

such as the firm‟s reputation and personnel-based resources of staff technical 

knowledge (Grant, 1991). While tangible resources include physical assets, such as 

machines and buildings, the intangible resources comprise firm‟s human capital, 

such as employee‟s knowledge, training, intelligence and experience, and 

organizational capital, such as firm‟s culture and its brand name (Barney, 1991, 

Barney & Arikan, 2001). 

 

Scholars such as Mills, Platts and Bourne (2003) stated that resources can be 

categorized as tangible resources, knowledge resources, system and procedural 

resources; cultural values and resources, network resources and resources that may 

have dynamic capability features and finally intangible resources. However, Barney 

(1991) concluded that not all tangible and intangible resources owned by a firm 

contribute to the generation of sustained competitive advantage. They must be 

characterized by specific attributes. Clearly and specifically, RBV theory argues that 

only valuable, rare, imperfectly imitable and non-substitutable (known as VRIN) 

resources of an organization can generate sustainable competitive advantage, in 
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addition, they are considered as the intangible strategic resources (Barney & Clark, 

2007). 

 

Based on RBV perspective, there are three main constructs related to the RBV theory 

known as organizational performance, internal organizational resources (tangible and 

intangible) and capabilities (Liang et al., 2010). In this respect, the dependent 

variable is the organizational performance, which can be evaluated using 

multidimensional measures. It is expected to be enhanced and to obtain competitive 

advantage by the proper use of resources and capabilities. It is stated that the 

effectiveness and efficiency of these organizations depend mainly on the balance 

between their resources and capabilities and between their resources and capabilities 

and customer needs (Pesic, 2007). The combination of resources and capabilities as 

well as the ability to control them result in obtaining sustainable competitive 

advantage. As the theoretical foundations underpinning this study, RBV is perceived 

as internal capabilities or resources. In other words, the present study considers the 

internal intangible organization resources (TQM and MO) from one side, and 

organization capabilities (IT capability), from the other side, to achieve the 

performance and sustainable competitive advantage of MFIs. 

 

The fact is that TQM had been emphasized as one of the major sources and 

generators of competitive advantage of organizations (El Shenawy et al., 2007; 

Economou & Chatzikonstantinou, 2009; Al-Qudah, 2012; Munizu, 2013; Kaur & 

Sharma, 2014). This means that TQM philosophy can be seen as the firm‟s valuable, 

scarce, and difficult to be imitated by competing firms and non-substitutable 

intangible resources. From this view, it seems that both theoretical and empirical 



  

109 

 

evidences support the idea that TQM-oriented firms create successful barriers for 

competitors to imitate TQM practices and they obtain a sustainable competitive 

advantage. 

 

For the MO, the argument is similar. MO is recognized as a source of competitive 

advantage within the organization (Kumar et al., 2011; Julian et al., 2014). Market-

oriented firms tend to collect information about internal and external customers and 

then respond to their needs and wants (Gounaris, 2006). Once they provide value for 

a customer that is rare and difficult to be imitated by competitors, it is more likely to 

achieve superior performance (Liao et al., 2011). Thus, MO should be considered as 

unique organization resource, intangible, embedded, causal, vague and imperfectly 

imitable which potentially contributes in creating the sustained competitive 

advantage and enhance MFIs performance. 

 

In respect to IT capability, it was stated that RBV theory had been extensively 

employed in the field of information system research area (Bharadwaj, 2000, Ray et 

al. 2005; Liang et al., 2010; Cosic, Shanks, & Maynard, 2012). It had served as a 

theoretical foundation to define valuable IT resources that can foster organizational 

capabilities and in turn result in superior performance (Bhatt & Grover, 2005; Rai, 

Patnayakuni, & Seth, 2006). IT capability is viewed as a combination of IT related 

resources holding VRIN attributes that were directly related to competitive 

advantage and abnormal performance. It has also been used to investigate the IT-

competitive advantage link as a solution to the productivity paradox (Ravichandran 

& Lertwongsatien, 2005). Thus, this study includes IT capability, measured by 

different resources, namely IT knowledge, IT objects and IT operations (Tippins & 
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Sohli, 2003). These are the resources anticipated to enhance MFIs performance and 

to help them in obtaining competitive advantage. This is why the RBV theory is 

chosen as the main underpinning theory to address the issue at hand. 

 

Notwithstanding the model of this study is theoretically based on RBV, this theory 

has been criticized for three major theoretical shortcomings. The first one is that 

RBV theory has been criticized for its inability to explain how organizational 

resources are integrated, developed and deployed to gain sustainable competitive 

advantage (Priem & Butler, 2001; Kraaijenbrink, Spender & Groen, 2010). The 

second one is that RBV implicitly argues static equilibrium ignoring the needed 

demands for continual success and sustained competitive advantage in turbulent 

environments (Eisenhardt & Martin, 2000; Cosic et al., 2012). The third one is that 

the RBV basically focuses only on the resources and capabilities that make barriers 

for rivals to imitate, substitute or taking way these resources ignoring the 

complementarities of resources (Amit & Schoemaker, 1993; Mueller, 1996; Powell, 

1995; Teece, 2007; El Shafeey & Trott, 2014). Hence, this study has also drawn on 

dynamic capabilities theory and complementarity theory to address the RBV 

theoretical deficiencies. The following sections present discussion about dynamic 

capabilities theory and complementarity theory, highlighting their perspective 

advantages.  

 

2.6.2 Dynamic Capabilities Theory 

 

The dynamic capabilities perspective had received tremendous attention since it was 

first introduced and originated by Teece, Pisano and Shuen in 1997 (Beske, 2012). 
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Dynamic capability can be viewed as the ability of a firm to integrate, coordinate, 

build and reconfigure both internal and external competences in order to create 

business value in a turbulent environment (Teece et al., 1997; Helfat et al., 2007; 

Morgan, et al., 2009). This definition emphasizes on the confrontation and 

adaptation to the changes in the environment as fundamental for the existence of 

dynamic capability.  

 

According to Eisenhardt and Martin (2000), dynamic capability can be defined as the 

processes of a firm utilizes its resources, particularly regarding the processes that 

concern about the integration, coordination and reconfiguration of the resources in 

order to match and create market change. This also involves the organizational and 

strategic routines through which the firm gets new resources and configurations as 

market emerge, collide, split, evolve and die. This indicates that dynamic capability 

emphasizes on the significance of resources integration, building, coordination and 

reconfiguration internal and external competences so as to generate sustained 

competitive advantage particularly in a turbulent market. 

 

Dynamic capability can be the extension of the RBV theory in capturing the 

evolutionary nature of resources and capabilities of the organization to strengthen 

and renew its resource base (Wang & Ahmed, 2007). The rationale is that RBV has a 

tendency to be static and not adequately accounting for addressing rapid and 

unpredictable changes in the environment (Helfat et al., 2007). As the dynamic 

capability strongly emphasizes those resources, capabilities configurations can 

generate competitive advantage, this competitive advantage vanishes and erodes 

during the time the environments change (Eisenhardt & Martin, 2000). Ambrosini 
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and Bowman (2009) argued that valuable, rare imitable and non-substitutable 

resources hold good only in stable environments. Aiming to explain the sources of 

competitive advantage within the firm over time and to guide managers to 

understand how firms can sustain competitive advantage, dynamic capabilities 

suggest changes in the market as well as creating environmental change; not only 

focusing on identifying and selecting resources (Teece, 2007). 

 

The above argument explains why this study intends to use the dynamic capability 

theory, conceptualizing IT capability, to address the mechanism through which the 

organizations realize TQM and MO. Zhou et al. (2005) stated that “Capabilities are 

the glue that brings these assets together and enables a firm to deploy them 

advantageously, such as the skills underlying the innovativeness and the superior 

quality of a firm’s offerings”. This suggests that the dynamic capabilities address the 

issue of sustainability and performance in a rapid changing environment. IT 

capability can contribute to sustained competitive advantage and superior 

performance by enabling the organization‟s ability to build, integrate, and 

reconfigure its capabilities and competences. 

 

Drawing on the theoretical foundation of the dynamic capabilities theory, IT 

capability can be integrated and deployed with other organizational resources and 

capabilities, which result in sustainable competitive advantage as well a superior 

performance. It is argued here that IT resources can develop several attributes of 

dynamic capabilities that are of great value to help organizations to operate in a 

dynamic environment (Wade & Hulland, 2004). Hence, when IT resources such as 
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IT knowledge, IT objects and IT operations are combined together to form IT 

capability, achieving sustainable competitive advantage is more likely.  

 

2.6.3 Complementarity Theory 

 

The concept of “complementarity” suggests that the economic value of a variable 

increases mainly when there is a complementary variable (Altinkemer, Ozcelik, & 

Ozdemir, 2011). Barua, Lee and Whinston (1996) introduced a theory of business 

value, which focuses on the firm‟s resources that increase the output when they are 

combined together. Milgrom and Roberts (1995) stated that some organizational 

activities and practices in a firm‟s strategy increase output when they are adopted 

together as they are alternately complementary. The value of organizational 

resources can increase when combined together with other complementary resources 

because it is complicated for rivals to replicate or gain the total effect (Bhatt & 

Grover, 2005; Bharadwaj, Bharadwaj, & Bendoly, 2007). 

 

Moreover, it was argued that organizations with a combination of resources can lead 

to improve special capabilities which in turn obtain a sustainable competitive 

advantage and then achieve higher performance (Barney, 1991; Amit & Schoemaker, 

1993). Hunt and Davis (2012) stated that a diverse of organizations resources allow 

them to build and develop unique capabilities which lead to achieve superior 

organizational performance. For Shin and Aiken (2012), the resource deployment 

approach is important to overcome the business shortcomings. Ahn and York (2011) 

also mentioned that there has been an attempt to conceptually connect resources to 

capabilities which is expected to improve the other resources in the organization. 
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Within the above context, this study attempts to link organization resources of TQM 

and MO with IT capability (of organization capabilities) assuming that organization 

resources lead to capabilities with the notion that the value of complementary 

resources in combination is higher than the total values of all these resources 

individually. 

 

The notion that IT capability is widely recognized as complementary resources that 

leverage the value of other firm resources and capabilities is supported by Bharadwaj 

et al. (2007). Melville, Kraemer and Gurbaxani (2004) also pointed out that when IT 

and other complementary resources of the firm are joined together, they have greater 

influence on the business processes and resulted in superior firm performance. 

Douglas and Judge (2001) and Ehigie and McAndrew (2005) suggest that TQM 

implementation is not enough to achieve the desired outcome related to business 

performance unless there are complementary organizational resources compiled 

together. This indicates that TQM and MO complement each other as both constructs 

focus on customer satisfaction (Demirbag et al., 2006; Wang & Chen, 2011, Wang et 

al., 2012). Vorhies et al. (2009) suggested that it is of great value to deploy 

organization resources through organization capabilities rather than absolute 

resource level dependence to drive performance and, thus, this research also employs 

TQM and MO (as organization resources) through IT capability (as organization 

capability) to examine the MFIs performance. 

 

In summary, this study adopts the complementarity theory in order to address the 

third deficiency of RBV (i.e. the resources isolation). As RBV does not take into 

account the fact that firm‟s resources hardly act alone in sustaining competitive 
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advantage (Wade & Hulland, 2004), this study proposes a research model to examine 

the mediating effect of dynamic IT Capability, TQM, MO and MFIs Performance. 

Based on the evidence and theories discussed earlier, the research model in this study 

proves to be solid and strong enough to explain the relationships amongst the 

different variables of the study. 

 

2.7 Summary of the Chapter 

 

This chapter presents an extensive review on microfinance performance, TQM, MO 

and IT capabilities as a potential mediator with MFIs performance. The literature 

review has revealed that despite the significant effect of TQM, MO and IT capability 

on organizational performance, this relationship is argued to be inconsistent. Thus, 

these need testing and retesting until a solid model emerges. This is what academic 

research is for. 

 

The vast majority of studies related to these factors carried out in developed 

countries and they are scarcely researched in developing and least developed 

countries. In addition to that, there is a paucity of research concerning these factors 

in the microfinance sector. Literature review also supports that capabilities of the 

organization such as IT capability can be a mediator or a moderator on the 

relationship between TQM, MO and MFIs performance. 

 

All the variables under the study are explained according to well-known and solid 

theories. Therefore, this study shall contribute to the body of knowledge by 

investigating the key contributing factors to MFIs performance in regard to TQM, 
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MO and IT capability. It also attempts to examine the effect of both TQM and MO 

on IT capability and the mediating effect of IT capability on the relationship between 

both TQM and MO with MFIs performance. 
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CHAPTER THREE 

RESEARCH METHODOLOGY 

 

3.1 Introduction 

 

This chapter presents the research methodology of the study. It is presented in eight 

sections consisting the research design, the conceptual framework, population and 

sampling, unit of analysis and measurement, hypotheses development, instruments 

design, pilot study and data analysis techniques used in this study.  

 

3.2 Research Design  

 

In the first essence, the research design is the most important section as it is a master 

plan that guides the researcher during different stages of collecting and analyzing 

data (Greener, 2008; Zikmund, Babin, Carr, & Griffin, 2012). According to Sekaran 

and Bougie (2010), there are four types of business researches, categorized 

according to the purpose of the research. These types are exploratory, descriptive, 

hypothesis testing on casual research and case study. The criterion upon which the 

researcher decides to use is based on the understanding and requirement to solve the 

research problem. For example, Yin (2013) suggests that exploratory research is 

conducted in the case of no information available about a similar research issues and 

how they are solved earlier or only a little information about the issue under 

research. In this situation, it is necessary to start with extensive work to understand 

the issue before developing the model and setting up a rigorous design for 

investigation (Sekaran & Bougie, 2010; Yin, 2013). 
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Descriptive research was carried out when the nature of the problem is somewhat 

clear so the purpose of research here is to describe specifically the problem 

(Zikmund et al., 2012). In respect to causal research or hypothesis testing, it 

basically highlights the relationships among the variables or explains the differences 

among groups being investigated (Zikmund et al., 2012). Finally, case study requires 

in-depth contextual analyses of issues relating to similar situations in other firms 

(Sekaran & Bougie, 2010; Yin, 2013). 

 

Based on the nature of the present study, which aims at examining the relationships 

between TQM, MO, IT capability and MFIs performance, it employs descriptive 

research and hypotheses testing. This study utilizes a cross-sectional research design 

which involves gathering data to meet the research objectives (Sekaran & Bougie, 

2010). This design is preferable because it fits the process of getting the solution for 

the problem statement and furthermore, it requires less cost, time and effort 

compared to a longitudinal design. Moreover, the theoretical framework can be 

developed to start-up the investigation which is known as a quantitative research 

approach.  

 

Generally, the quantitative research approach is basically a deductive process 

employed to test theory after determining and developing the hypotheses that make 

up the theory (Cooper & Schindler, 2014). It also provides an observed effect of a 

program on a phenomenon or a problem based on the interpretation of the researcher 

(Greener, 2008). Descriptive research is used to reveal the population characteristics 

such as respondents and the organizational characteristics. Zikmund (2003) suggests 

four research methods for descriptive and causal research, namely (i) survey, (ii) 
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experiment, (iii) secondary data study and (iv) observation. Survey research design is 

used to collect data related to the representative sample deploying either a survey 

questionnaire or an interview. The researcher can also contact the respondents 

through the internet, mail, telephone, or in person through self-administered survey 

questionnaire. According to Cooper and Schindler (2014), survey is the most 

common method for the quantitative research approach.  

 

In conclusion, the present study uses the survey questionnaire research design which 

involves collecting data related to the variables identified in the research model. This 

type of research design is also recognized by other leading scholars as one of the best 

and extensively used by business studies to collect primary data (for example, Hair, 

Money, Page, & Samouel, 2007). Therefore, a quantitative survey questionnaire 

research approach is employed through self-administered questionnaire in order to 

measure the variables under investigation and then achieving the objectives of this 

study. This approach is suitable for the study. 

 

The casual research method requires a research framework to be formulated. This 

research framework provides the direction of the relationship under examination. 

Within the context of the study, Figure 3.1 shows the relationship with the direction 

of the variables. Hair et al. (2007) refer to this as the theoretical framework of the 

study. 
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3.3 Hypotheses Development 

Based on the theoretical background and prior empirical studies, this section presents 

a discussion on the hypotheses development. In answering the research questions and 

achieving the objectives of this research, the following subsections discuss the 

hypotheses proposed to be tested. All the statements of the hypotheses are in the 

form of alternative hypotheses. 

 

3.3.1 Hypotheses Confirming the Effect of TQM on MFIs Performance 

 

The relevant TQM literature review shows that the majority of empirical studies, 

which consider TQM as a holistic approach, confirmed its significant role on 

organizational performance such as Lam et al. (2011), Iqbal et al. (2012), Wang et 

al. (2012), Munizu (2013) and Ul Hassan et al. (2013), Jiménez-Jiménez et al. 

(2015), Homaid et al. (2015) and Al-Dhaafri et al. (2016). All these studies 

confirmed the significant link between TQM and organizational performance.  

 

Moreover, based on the RBV theory, TQM was considered as a valuable resource 

that enhances performance and obtains a sustainable competitive advantage (Idris, 

2011). Whilst many firms have adapted and implemented TQM practices in their 

operations, the TQM creates an adequate environment where organizations become 

committed to customer satisfaction through continuous improvement which results 

in superior performance (Bayraktar et al., 2008; Munizu, 2013). 
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In general, the conclusion of TQM and organizational performance literature 

indicates a significant positive relationship (Sila & Ebrahimpour, 2002; Nair, 2006; 

Jiménez-Jiménez et al., 2015). Thus, the following hypotheses were formulated; 

Hypothesis 1 (H1): TQM has a significant positive effect on the MFIs performance.  

 

In terms of TQM as a multidimensional construct, prior empirical studies found that 

the majority of TQM practices significantly affect organizational performance (see 

Fotopoulos & Psomas, 2010; Idris, 2011; Valmohammadi, 2011; Jaafreh & Al-

abedallat, 2012; Zehir et al., 2012; Irfan & Kee, 2013; Talib et al., 2013). According 

to Salahledin (2009) and Talib and Rahman (2010), TQM practices are highly 

recommended to be identified and ranked for the success of TQM implementation. 

Moreover, organizations should utilize a few vital TQM practices which the rivals 

neglect in order to gain sustainable competitive advantage in the marketplace 

(Talwar, 2011).  

 

Among other TQM practices, leadership management and top management 

commitment is considered as the most crucial factor for TQM implementation 

success (Singh & Sushil, 2013; Topalović, 2015). To achieve the quality objectives 

within the organizations, top management should be involved in many practices such 

as employees‟ development, creating an effective communication environment and 

utilizing information effectively and efficiently (Sadikoglu & Olcay, 2014). 

Moreover, the leadership styles should be shown rather than traditional management 

practices to increase the awareness of quality concept among employees (Criado & 

Calvo-Mora, 2009). 
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Leadership is very important because it affects significantly groups and teamwork, 

mobilizes resources and promotes the strategic direction of the organization to obtain 

customer satisfaction and superior performance (Jaafreh & Al-abedallat, 2012). 

Empirically, previous studies proved that the significant effect of leadership 

management on organization performance (Fotopoulos, & Psomas, 2010; Idris, 

2011; Valmohammadi, 2011; Zehir et al., 2012; Jaafreh & Al-abedallat, 2012; Irfan 

& Kee, 2013). Based on the prior discussion, it can be concluded that leadership 

management is a significant practice of TQM in fostering organization performance. 

Accordingly, the following hypothesis is proposed 

Hypothesis 2 (H1a): Leadership management has a significant positive effect on the 

MFIs performance. 

 

Customer focus is also one of the key elements of TQM for obtaining TQM success 

(Idris, 2011). The main focus of TQM is to meet the needs of customers (Nitin et al., 

2010; Yunoh & Ali, 2015) and satisfy customers which lead to organizational 

success (Sadikoglu, & Olcay, 2014). Many studies found that customer focus is 

significantly associated with organization performance (e.g. Fotopoulos, & Psomas, 

2010; Idriss, 2011; Valmohammadi, 2011; Zehir et al., 2012; Jaafreh & Al-abedallat, 

2012; Irfan & Kee, 2013). Thus, the following hypothesis concerning the link 

between customer focus and MFIs performance is suggested;  

Hypothesis 3 (H1b): Customer focus has a significant positive effect on the MFIs 

performance. 

 

Strategic planning, another TQM practice, was acknowledged to be one of the most 

important practices of successful TQM implementation (Thai Hoang & 
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Laosirihongthong, 2006). In order to obtain better results, strategic planning assists 

organizations to identify clearly the priorities and needed resources (Jaafreh & Al-

abedallat, 2012). Many empirical studies reported the significant impact of strategic 

planning on organizational performance (e.g. Idris, 2011; Jaafreh & Al-abedallat, 

2012). Therefore, the following hypothesis attempts to establish the relationship 

between strategic planning and MFIs performance; 

Hypothesis 4 (H1c): Strategic planning has a significant positive effect on the MFIs 

performance. 

 

 According to Sadikoglu and Olcay (2014), an effective training can increase the 

loyalty, motivation and performance of employees so that it is crucial for successful 

implementation of TQM (Bayraktar et al., 2008). By conducting effective training 

programs, organizations can maintain better quality level (Talib & Rahman, 2010) 

and create a suitable environment for continuous improvement and innovation 

processes (Talib et al., 2013). Many TQM scholars such as Karia and Asaari (2006) 

and Talib et al. (2013) found that training is significantly related to organizational 

performance. Based on this argument, the following hypothesis is proposed; 

Hypothesis 5 (H1d): Training has a significant positive effect on the MFIs 

performance.  

   

Continuous improvement is one of the main elements of the TQM for executing 

TQM strategy (Talib & Rahman, 2010). The objective of TQM is mainly to improve 

the quality products and services quality continuously by involving all the employees 

at all levels and functions within the organizations and, hence, the success is 

achieved (Burli et al., 2012). According to Talib et al. (2013), continuous 
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improvement is a crucial factor particularly in the service sector because it 

encourages change and innovative thinking in all organization operations (Costa & 

Lorente, 2008). It is found that continuous improvement is significantly associated 

with organization performance (Fotopoulos & Psomas, 2010; Mehmood et al., 

2014). Therefore, a hypothesis regarding continuous improvement and MFIs 

performance is postulated as follows; 

Hypothesis 6 (H1e): Continuous Improvement has a significant positive effect on the 

MFIs performance.  

 

Benchmarking is one of the most crucial practices for adoption and execution of any 

TQM intervention within any originations (Talib & Rahman, 2010; Singh & Sushil, 

2013). The benchmarking helps organizations to determine a target for performance 

improvement and attain a superior position in the market (Yusuf et al., 2007). With 

the help of benchmarking, organizations can compare their operations or processes 

with the best practices players from inside or outside the industry (Sit et al., 2009). 

Many studies confirmed the significant relationship between benchmarking and 

organizational performance (Sit et al., 2009; Idris, 2011; Talib et al., 2013). Thus, 

the following hypothesis is suggested; 

Hypothesis 7 (H1f): Benchmarking has a significant positive effect on the MFIs 

performance.  

 

In general, organizational culture is significantly related to job employee motivation 

(Sokro, 2012), leadership behaviour and job satisfaction (Tsai, 2011), tacit 

knowledge sharing behaviour (Suppiah & Sandhu, 2011), performance management 

practices (Ehtesham, Muhammad & Muhammad, 2011) and organisation 
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performance (Jacobs, Mannion, Davies, Harrison, Konteh, & Walshe, 2013). 

Specifically, quality culture, one of TQM practices, is regarded as the base for 

successful TQM implementation (Yusuf et al. 2007; Arumugam et al., 2011; 

Todorut, 2013). It is also proved that quality culture is a significant predictor of 

organizations performance (Yusof & Ali, 2000; Talib et al., 2013; Dubey, 2015). 

Therefore, a hypothesis is proposed as follow; 

Hypothesis 8 (H1g): Quality culture has a significant positive effect on the 

performance of Microfinance Institutions.  

 

3.3.2 Hypotheses Confirming the Effect MO on MFIs Performance 

 

As highlighted earlier in chapter 2, there is a bulk of researches available in the 

literature, which consider MO as a single construct, reporting the significant effect of 

MO on organizational performance such as Wang et al. (2012) AL-Dmour et al., 

(2012), Zebal and Goodwin (2012), Altuntaş et al. (2013), Boso et al. (2013), 

Taleghani et al. (2013) Protcko and Dornberger (2014) and Al-Ansaari et al. (2015). 

All these studies concluded the significant link between MO and organizational 

performance.  

 

According to RBV, MO is a source of competitive advantage and superior 

performance within the firm (Kumar et al., 2011; Liao et al., 2011). Market-oriented 

organizations have the ability to anticipate customers' needs, react quickly to satisfy 

them and adapt to environmental changes, which resulted in better organizational 

performance (Mahmoud & Yusif, 2012). On the basis of the previous discussions, 
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the following hypothesis is postulated; Hypothesis 9 (H2): MO has a significant 

positive effect on the MFIs performance. 

 

With regard to the MO dimensions, many studies tend to support the significant 

effect of MO dimensions, namely intelligence generation, intelligence dissemination 

and responsiveness on organization performance (see Hamadu et al., 2011; Julian et 

al., 2013). According to Shin (2012), studying MO as a multidimensional construct 

is very important to understand deeply the relationship between MO and 

performance.  

 

Intelligence generation, one of the MO dimensions, is the main base of MO 

(Hajipour et al., 2012) because it involves generating information about customers 

and market environment to anticipate the needs of customers (Boso et al., 2013). 

This process is needed for MFIs performance (Savescu, 2011). Empirically, 

intelligence generation has been found to be a significant predictor of organization 

performance (Untachai, 2008; Hamadu et al., 2011; Julian et al., 2013). Therefore, 

the following hypothesis is proposed;  

Hypothesis 10 (H2a): Intelligence Generation has a significant positive effect on the 

MFIs performance. 

 

Intelligence dissemination, another dimension of MO, is a very important element 

because it disseminates information within the different departments of the 

organizations (Julian et al., 2013) through formal and informal communication 

mechanisms (Chao & Spillan, 2010). Literature shows that intelligence 

dissemination is significantly related to organization performance (Hamadu et al., 



  

128 

 

2011; AL-Dmour et al., 2012; Julian et al., 2013). Accordingly, the following 

hypothesis is suggested; 

Hypothesis 11 (H2b): Intelligence Dissemination has a significant positive effect on 

the MFIs performance. 

 

Responsiveness towards market intelligence, another activity of MO, is a crucial 

activity because it guides the organizations to respond to the needs of customers by 

designing new and developing products/services (Ogunnaike et al., 2014). Many MO 

scholars such as Untachai (2008), Chao and Spillan, (2010), Hamadu et al. (2011), 

AL-Dmour et al. (2012) and Julian et al. (2013) found that the link between 

responsiveness and organizational performance is strongly established. Therefore, 

the following hypothesis is postulated; 

Hypothesis 12 (H2c): Responsiveness has a significant positive effect on the MFIs 

performance. 

 

3.3.3 Hypotheses Regarding IT Capability as a Mediator  

 

This study also aims at examining the mediating effect of IT capability on the 

relationship between TQM and MO on the MFIs performance. The discussion below 

highlights the development of the hypotheses related to IT capability as a mediator 

on the relationship between TQM and MO on the MFIs performance.  

 

Theoretically, RBV assumes that organizational resources can be utilized to improve 

unique capabilities which enable these organizations to gain competitive advantage 

and better performance (Hunt & Davis, 2012). In this view, the TQM strategy 
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implementation within organizations creates organizational capabilities, which then 

obtains the competitive advantage and thus superior performance can be achieved 

(Perdomo-Ortiz et al., 2006; Prajogo & Hong, 2008; Yusr et al, 2012). Empirically, 

TQM has been reported to affect organization capabilities significantly such as 

technological innovation capability, marketing capability and learning capability and 

exploitation and exploration respectively (Yusr et al., 2012; Yusr et al., 2014; Akgün 

et al., 2014; Jiménez-Jiménez et al., 2015).  

 

Similarly, implementing MO activities contributes to build special capabilities that 

enable organizations to be market-oriented and gain higher performance (Singh, 

2009). Moreover, several empirical studies have proven the significant effect of MO 

on a number of organizational capabilities such as management capability and 

customer-linking capability (Hooley et al., 2005), marketing capabilities (Murray et 

al.,2011; Ngo & O'Cass, 2012), dynamic marketing capability (Wang et al., 2013) 

and external capabilities including market-sensing capability and customer-linking 

capability (Fang et al., 2014).  

 

In completing the test, the direct effect of IT capability on the MFIs performance is 

examined. Referring to IT capability literature, there is a bulk of research works 

supporting the direct effect of IT capability on organizational performance (Bi & 

Zhang, 2008; Yu & Xin-quan, 2011; Ong & Chen, 2013, Karimi Mazidi et al., 

2014). However, other studies questioned this relationship arguing that IT capability 

is not directly related to organizational performance (Tippins & Sohi, 2003; Zhu & 

Nakata, 2007; Pérez-López & Alegre, 2012). The conflicting findings indicates the 

need to examine the effect of IT capability as the mediating variable.  
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Based on these arguments, the following hypotheses were formulated; 

Hypothesis 13 (H3): IT capability has a significant positive effect on the MFIs 

performance.  

Hypothesis 14 (H4): Total Quality Management has a significant positive effect on 

the IT capability.  

Hypothesis 15 (H5): Market Orientation has a significant positive effect on the IT 

capability.  

 

In fact, IT capability is a major factor by which organization resources are 

incorporated for achieving competitive advantage and superior performance 

(Pebrianto, 2013). Liang et al. (2010) and Homaid et al. (2015) pointed out that 

when IT capability was combined together with organizational resources, it is 

difficult for rivals to duplicate or even find a substitution for such capability and 

resources. Brah and Lim (2006) stated that IT capability helps organizations to 

improve quality performance and build an effective customer relationship 

management, by improving business operations effectiveness, increasing and 

providing high quality of services/products, giving greater flexibilities to customers 

and providing assistance to increase the employees‟ productivity. It is expected that 

application of IT capability improves the operational tasks of quality management 

and hence increase quality outcomes (Khanam et al., 2013).  

 

In the case of MO, modelling MO with dynamic capability approach is advantageous 

to identify capabilities for organizations to be market-oriented (Foley & Fahy, 2009). 

Moreover, the effective impact of MO on organizational performance can be realized 

when it is deployed with organizational capabilities, such as IT capability, deployed 
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and acted as a mechanism to explain this relationship (Ngo & O‟Cass, 2012; Fang et 

al., 2014). 

 

IT capability can facilitate MO tasks specifically gathering, disseminating and 

analysing customer information and thus improve performance (Zhu & Nakata, 

2007; Borges et al., 2009). This is because market-oriented organizations tend to 

seize any opportunity in the market to build a good relationship with customers 

through IT capability (Wang et al., 2013). This indicates that when MO is 

accompanied by distinctive and appropriate capabilities such as IT capability, it may 

result in better information generation, dissemination and responses to the needs of 

the customers and then superior performance achievement. 

 

According to dynamic capability theory, organization capabilities can deploy and 

integrate resources in a better way that enable firms to cope with the changing 

market and gain competitive advantage (Teece et al., 1997; Morgan et al., 2009). 

Capabilities are the glue that brings these resources together and enables 

organizations to deploy them advantageously (Zhou et al., 2005). Supporting this 

view, Lu et al. (2010) suggest linking organization's capabilities with resources and 

utilizing them as mediators through which these resources can be explained to 

improve performance. Thus, this study proposes that the MFIs performance can be 

improved via the integration of resources (TQM and MO) and capabilities (IT 

capability) in a certain way, employing IT capability as a mediator on the mentioned 

relationships, which provides greater complementarity. Based on these arguments, 

the following hypotheses were formulated; 
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Hypothesis 16 (H6): IT capability mediates significantly the relationship between 

Total Quality Management and the MFIs performance.  

Hypothesis 17 (H6a): IT capability mediates significantly the relationship between 

Leadership management and the MFIs performance  

Hypothesis 18 (H6b): IT capability mediates significantly the relationship between 

Customer focus and the MFIs performance. 

Hypothesis 19 (H6c): IT capability mediates significantly the relationship between 

Strategic planning and the MFIs performance  

Hypothesis 20 (H6d): IT capability mediates significantly the relationship between 

Training and the MFIs performance.  

Hypothesis 21 (H6e): IT capability mediates significantly the relationship between 

Continuous Improvement and the MFIs performance.  

Hypothesis 22 (H6f): IT capability mediates significantly the relationship between 

Benchmarking and the MFIs performance.  

Hypothesis 23 (H6g): IT capability mediates significantly the relationship between 

Quality culture and the MFIs performance.  

Hypothesis 24 (H7): IT capability mediates significantly the relationship between 

Market Orientation and the MFIs performance. 

Hypothesis 25 (H7a): IT capability mediates significantly the relationship between 

Intelligence Generation and the MFIs performance. 

Hypothesis 26 (H7b): IT capability mediates significantly the relationship between 

Intelligence Dissemination and the MFIs performance. 

Hypothesis 27 (H7c): IT capability mediates significantly the relationship between 

Responsiveness and the MFIs performance. 
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Table 3.1 below presents a summary of the hypotheses to be tested within the study.  

Table 3.1 

Hypotheses List  
No. 

Hy. Hypothesis statement 

1 H1 TQM has a significant positive effect on the on the MFIs performance. 

2 H1a Leadership Management has a significant positive effect on the MFIs performance.  

3 H1b Customer Focus has a significant positive effect on the MFIs performance.  

4 H1c Strategic Planning has a significant positive effect on the MFIs performance. 

5 H1d Training has a significant positive effect on the MFIs performance. 

6 H1e Continuous Improvement has a significant positive effect on the MFIs performance. 

7 H1f Benchmarking has a significant positive effect on the MFIs performance. 

8 H1g Quality culture has a significant positive effect on the MFIs performance. 

9 H2 MO has a significant positive effect on the MFIs performance. 

10 H2a Intelligence Generation has a significant positive effect on the MFIs performance. 

11 H2b Intelligence Dissemination has a significant positive effect on the MFIs performance. 

12 H2c Responsiveness has a significant positive effect on the MFIs performance. 

13 H3 IT capability has a significant positive effect on the MFIs performance. 

14 H4 Total Quality Management has a significant positive effect on IT capability. 

15 H5 Market Orientation has a significant positive effect on IT capability. 

16 H6 
IT capability mediates significantly the relationship between Total Quality Management 

and the MFIs performance.  

17 H6a 
IT capability mediates significantly the relationship between Leadership management 

and the MFIs performance.  

18 H6b 
IT capability mediates significantly the relationship between Customer Focus and the 

MFIs performance. 

19 H6c 
IT capability mediates significantly the relationship between Strategic Planning and the 

MFIs performance. 

20 H6d 
IT capability mediates significantly the relationship between Training and the MFIs 

performance. 

21 H6e 
IT capability mediates significantly the relationship between Continuous Improvement 

and the MFIs performance. 

22 H6f 
IT capability mediates significantly the relationship between Benchmarking and the 

MFIs performance. 

23 H6g 
IT capability mediates significantly the relationship between Quality Culture and the 

MFIs performance. 

24 H7 
IT capability mediates significantly the relationship between Market Orientation and 

MFIs performance.  

25 H7a 
IT capability mediates significantly the relationship between Intelligence Generation and 

the MFIs performance 

26 H7b 
IT capability mediates significantly the relationship between Intelligence Dissemination 

and the MFIs performance 

27 H7c 
IT capability mediates significantly the relationship between Responsiveness and the 

MFIs performance 
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3.4 Population and Sampling 

 

The population of a study refers to the group of people or organizations which the 

researcher wishes to investigate (Sekaran & Bougie, 2010). The sample, the subset 

of the population, was said to be representative if the elements of the sample are 

drawn at random, so that the findings can be generalized (Sekaran, 2003). 

 

There are currently 16 MFIs in Yemen providing their financial services with 166 

branches as of December, 2013 (See Appendix 4). These are the population of this 

study, as in sampling theory, this is a small number. In most quantitative studies, the 

sample size is required in forming the sample (Hair, Black, Babin, & Andersen, 

2010). This is referred as the minimum number of respondents required, which is 

crucial for further analysis in a survey research (Bartlett, Kotrlik, & Higgins, 2001). 

 

According to Hair et al. (2014), the power analysis test should be run to determine 

the minimum sample size of the study. Following the suggestions of Cohen (1992) 

and Faul, Erdfelder, Buchner and Lang (2009) to use these parameters: Power (1-β 

err prob; 0.95), an alpha significance level (α err prob; 0.05), medium effect size f² 

(0.15), two number of tested predictors (i.e. TQM and MO) and four main numbers 

of predictors as total (i.e., TQM, MO, IT capability and MFIs performance), a 

minimum sample of 107 would be required to test a regression based models (See 

Figure 3.2).  
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Figure 3.2  

A Priori Power Analysis Result  
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In addition to the power analysis, this study employed the sample size determination 

criteria of Krejcie and Morgan to determine the representative sample size for the 

study (Sekaran, 2003). Most significantly, this criterion takes into consideration the 

level of confidence and precision which ensures that sampling error minimization. 

According to the sample size table, a sample size of 118 would be required for a 

population of 166.  

 

According to Zikmund (2003), the researcher may select to study the whole 

population rather than taking a sample for the study when the sample units in the 

population are limited. In addition to that, when planning the sampling procedures, 

the researcher should try to get the maximum information from the respondents by 

considering many other factors such as cost, resources and personnel (Cooper & 

Schindler, 2014). 

 

Thus, due to relative small population, the study opts for the whole population, rather 

than selecting a sample for the study, and distributes the questionnaire to the entire 

population. This was referred to as a survey, if all respondents return the 

questionnaires sent to them with the expected low nonresponse rate, the sample of 

this study is almost the whole population. In other words, the researcher expects low 

response rate so that the questionnaires were distributed to the whole population in 

order to get the minimum number of respondents required for the analysis. Based on 

the power analysis result and the suggestion of Krejcie and Morgan, a sample size of 

107 and 118 would be required for the analysis of the model.  
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3.5 Unit of Analysis  

 

The unit of analysis refers to the person, collective, or object that the researcher is 

interested to investigate (Bhattacherjee, 2012). The research issues determine the 

level or the unit of the analysis, whether it is individual, group, organization or 

country (Sekaran, 2003). This study aims at examining the hypothesized 

relationships on the level of the strategic business unit and the information can be 

obtained from the managerial personnel in an organization. Thus, the unit of analysis 

of the study is the MFI branch represented by the branch managers, those who can 

provide information on the managerial aspects of the MFIs. 

 

It was argued that the branches of financial institutions, in this study the MFIs, are 

the connecting points between them and the customers (Das, Ray, & Nag, 2009). 

They suggested that the overall performance of the bank as a whole is based on the 

operations of the network of bank branches. According to Al-Swidi and Mahmoud 

(2012), the bank branches contribute significantly to the overall success of any 

quality initiative at the corporate bank level. They are the reliable source due to their 

executive position and their ability to provide information on the implementation of 

strategies in the organizations. 

 

Logically, the failure of MFIs branches definitely can cause the collapse of the whole 

institution. The branches of the MFIs are regarded as the strategic business units 

within the general administration of the MFIs where they provide the products and 

services directly to customers. The main role of these branches is to disburse loans, 

attract the deposit savers, practice marketing activities and provide consultations to 
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the customers, in addition to the other financial and non-financial services. 

Furthermore, MFIs show their commitment towards the customers‟ needs and wants 

through these branches which directly offer such services to the customers, which 

interactions take place, not or very limited at the headquarter office.  

 

Given this importance, each branch was considered as a separate entity where its 

performance is treated independently. This is in line with many researchers who 

consider the business units (branches managers) when studying organization 

strategies, such as TQM strategy (Al-Swidi & Mahmood, 2012), market orientation 

(Dwairi, Bhuian, & Jukus, 2007) and IT capability (Pebrianto, 2013). This study 

selects the MFIs branches to be the unit of analysis, the level of strategic business 

implementation where the competitive advantage could be created and originated. 

 

3.6 Questionnaire Design and Measurents  

 

With regard to the measurements for this study, it conceptualizes the operation so 

that it is measurable, the behavioural dimensions, facets, or characteristics denoted 

by the concept. Consequently, these are translated into measurable elements 

representing the concept. This is very important because if the concept is 

operationalized incorrectly, then the validity of the measures will be affected 

(Sekaran & Bougie, 2010). 

 

Based on the operational definitions of the variables of the study, a structured 

questionnaire was used to represent the variables of TQM, MO with the mediating 

factor of IT capability and MFIs performance. A five-point Likert scale (where 1= 
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strongly disagree and 5= strongly agree) is used to measure the perceptions of the 

managers on TQM practices, MO construct, IT capability and MFIs performance. 

The questions were developed based on the available questions for each category. 

The decision to choose a five-point Likert scale is preferable as it is widely used in 

most quantitative studies.  

 

One of the issues in getting the data from the Arab society is the problem with their 

English language. Since they are not familiar with English to answer the 

questionnaire, the researcher translates the questionnaire into Arabic language. To 

make sure the equivalence and consistency between the two sets of questionnaires, 

the original questionnaire was translated to Arabic language by a translator and then 

another translator translated back the questionnaire into English. The help from two 

specialists in the translation and two academicians working in the business 

management department of Sana‟a University in Yemen was obtained. Based on 

their suggestions, comments and recommendations, the questionnaire was deemed to 

the respondents. Appendix 1 and 2 show the English and Arabic versions of the 

questionnaire. 

 

The questionnaire consists of 71 questions, classified into five sections. The first one 

consists of 10 questions related to the characteristics of the respondents and their 

institutions. The second consists of 31 questions to measure the TQM practices. The 

third consists of 10 questions to measure the MO activities. The forth to measure the 

IT capability, there are 10 questions. Lastly, there are also 10 questions to measure 

the MFIs performance.  
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3.6.1 Microfinance Institutions Performance Scale 

 

According to Mustafa and Saat (2013), the MFIs performance scale should take into 

account evaluating the development in achieving strategic objectives. The most 

popular strategic measurement tool is the balanced score card (BSC), which has five 

dimensions; financial, internal business, customer, and innovation and learning and 

social dimension (Kaplan & Norton, 1993). This type of measurement is suitable to 

measure MFIs as suggested by scholars such as Kipesha (2013), Nanayakkara and 

Iselin (2012), and Roy and Goswami (2013). These measures measure the overall 

performance at the branch level of the MFIs.  

 

These measures include items which are categorized into financial and non-financial 

measures. The respondents are asked to rate these items according to the mentioned 

Likert scale and the items are BSC items used by Nanayakkara and Iselin (2012) and 

Kipesha (2013). The following Table 3.2 presents the items, which measure the 

respective perspectives.  

 

Table 3.2  

Microfinance Institutions Performance Scale 
Code Items Source 

Financial Perspective  

FP1 This institution (branch) is financially sustainable. Nanayakkara & Iselin 

(2012) 

 
FP2 This institution (branch)‟s financial risk is low. 

Customer Perspective  

CP1 In this institution (branch), the level of the customer satisfaction has 

increased. 

Nanayakkara & Iselin 

(2012) 

 
CP2 In this branch, the level of the staff satisfaction has increased. 

Internal Business Process Perspective  

PP1 In this institution (branch), the operating cost of doing business has 

decreased. 

 

Nanayakkara & Iselin 

(2012) 

 

PP2 In this institution (branch), the average time to process a loan 

application has decreased.  
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Table 3.2 (Continued)  

Learning and Growth Perspective  

LGP1 This institution (branch) has successfully improved the quality of 

service offered. 

Nanayakkara & Iselin 

(2012) 
LGP2 This institution (branch) has utilized latest new innovations, methods 

and procedures for increasing effectiveness. 

Social Perspective  

SOP1 This institution (branch) contributes to improving the lives of the 

poorest of the poor. 

 

 (Kipesha (2013) 
SOP2 This institution (branch) particularly benefits women. 

 

3.6.2 Total Quality Management (TQM) Scale 

 

Based on the TQM literature, there are many variations regarding the ways to 

measure TQM practices. For the purpose of achieving the objectives of this study 

and capture the practices of TQM strategy in the MFIs, this study decides to use the 

TQM practices that are extensively used in the service sector. As depicted in the 

research framework of the study, the TQM consists of seven practices, namely 

leadership management, customer focus, strategic management, training, continuous 

improvement, benchmarking and quality culture. Similarly, the respondents are 

asked to rate the items according to the Likert scale. The items used to measure the 

TQM practices and the sources of the adapted items are shown in Table 3.3 below. 

 

Table 3.3 

Total Quality Management Success Factors Scale 
Code Item Source 

Management Leadership 

LM1 Top management always encourages staff to be involved in quality 

management and improvement activities. 

Lam et al. (2011) 

LM2 Top management empowers staff to solve quality problem. 

LM3 Top management allocates adequate resources for staff education and 

training. 

LM4 Top management learn quality-related concepts and skills. 

LM5 Top management is actively involved in quality management and 

improvement process. 
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Table 3.3 (Continued) 

Customer Focus 

CF1 Our activities mainly focus on satisfying our customers. 

Wang et al. (2012) 
CF2 It is very important to satisfying our customers and exceeding their 

expectations.  

CF3 Our senior executives always emphasize on the importance of 

customers. 

Strategic Planning 

SP1 Our institution sets and reviews our short and long-term goals through 

a comprehensive planning process. 

Lam et al. (2011) 

 

 

 

SP2 In our institution, strategic plans are linked to quality principles. 

SP3 Our institution has a written strategy covering business operations 

which is clearly articulated and agreed by top management. 

SP4 The mission of our institution is communicated and supported by our 

staff. 

SP5 We always takes into account (consider) donors‟ capability and other 

stakeholders‟ needs when we develop our plans, policies and 

objectives. 

Training 

TR1 Staff training is provided to help them understand microfinance basics 

and our institution‟s operation. 

 

 

 

Conca et al. (2004) 

TR2 Our staff has sufficient knowledge of the basic aspects of microfinance 

sector. 

TR3 Our staff understands the basic processes used to create and develop 

products/ services. 

TR4 Our staff is involved on-the-job training.  

TR5 Both managers and supervisors participate in specialist training (e.g. 

financial analysis of MFIs, product development ….etc.) 

 

Continuous Improvement 

CI1 Our staff is given an opportunity to suggest changes and modifications 

to existing operation processes. 

 

Wang et al. (2012) 

CI2 Our institution encourages continual evaluation and improvement of 

all its products, services and processes. 

CI3 Our institution has received recent compliments and recognition for 

improving its products/services/processes. 

Benchmarking  

BM1 We visit other institutions, locally and internationally, to investigate 

their practices.  

 

BM2 We conduct a research to find out the best practices of other 

institutions in microfinance industry.  
Brah, Wang & Rao 

(2000) 

BM3 We monitor competitors to find out the best practices in microfinance 

industry.  

 

 Quality Culture  

QC1 Our management and employees accept quality as a strategic weapon 

to obtain competitive advantage. Talib et al., (2013) 

 QC2 Our employees at all levels accept the motto “service to customers” as 

the real purpose of their existence. 
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Table 3.3 (Continued) 

QC3 Our employees believe in doing things “right the first time and every 

time”. 

QC4 Our employees have positive feelings such as “my institution” and “we 

work together to achieve common goals”. 

QC5 Our employees have a pleasant and professional look (appearance). 

QC6 All work requirements such as offices, furniture and other furnishings 

are comfortable for the employees to work. 

QC7 Housekeeping is considered as a priority and it occupies the highest 

order in our institution 

 

3.6.3 Market Orientation (MO) Scale 

 

Referring to the market orientation (MO) literature review, it was argued that the 

“MARKOR” scale and the “MKTOR” scale are the most widely and extensively 

used to measure MO. These scales are developed by Kohli et al. (1993) and Narver 

and Slater (1990) (see Shoham et al., 2006). For the purpose of this study, the 

“MARKOR” scale developed by Kohli et al. (1993) is used because MARKOR has 

outperformed the “MKTOR” scale in explaining the business performance variance 

(Cano et al., 2004; Matsuno et al., 2005; Ellis; 2006; Shoham et al., 2006, Vieira, 

2010; Rojas-Méndez & Rod, 2013). 

Therefore, the “MARKOR” scale originated by Kohli et al. (1993), later validated by 

Boso et al. (2013) is adapted in the study. The respondents are asked to scale the 

items as 1=strongly disagree, 2= disagree, 3= neutral, 4=agree and 5=strongly agree. 

The measurements of the three dimensions of MO are intelligence generation, 

intelligence dissemination and responsiveness. They are presented in the following 

Table 3.4.  
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Table 3.4  

Market Orientation Scale 
Code Item Source 

Intelligence Generation  

IG1 We generate a lot of information related to market trends (e.g., 

regulations, technology, politics and economy). 

 

Kohli et al. (1993)  

           & 

Boso et al. (2013) 
IG2 We are fast to detect fundamental changes in our target market 

environment (e.g., regulations and economy) 
IG3 We periodically review the likely effect of changes in our business 

environment (e.g., regulation and economy)  

Intelligence dissemination   

ID1 We disseminate all Information that can influence the way we serve 

our customers to the relevant personnel. 

 

 

Kohli et al. (1993)  

           & 

Boso et al. (2013) 

ID2 We often lose information about our customers in the system.  

ID3 Information concerning competitors‟ activities often reaches the 

relevant personnel too late to be of any use.  
ID4 Important information related to target market trends (e.g. regulation, 

and technology) is often discarded as it makes its way along the 

communication chain.  

Responsiveness  

RE1 We are fast to respond to important changes in our business 

environment (e.g., regulation, and technology)  

 

Kohli et al. (1993)  

           & 

Boso et al. (2013) 
RE2 We are fast to respond to significant changes in our competitors' price 

strategies in target markets.  

RE3 We are fast to respond to competitive actions that threaten us in our 

target markets. 

  
 

3.6.4 Information Technology (IT) Capability Scale 

 

The measurement of IT capability developed by Tippins and Sohi (2003) was used. 

It includes three dimensions which are IT knowledge, IT objects and IT operations. 

According to Bi and Zhang (2008), this classification goes in line with the most 

widely used IT capability definition. It is also similar to the classification in IT 

research area presented by Bharadwaj (2000), one of the IT gurus. It was also 

advantageous because it was aligned well to the resource-based view (RBV) of the 

firm which allows other resources and capabilities relating to IT to be examined 

(Gibb & Haar, 2007). According to Liu et al. (2013), this type of measurement is 

significant on firm performance. A number of studies such as Said, Hui, Taylor and 
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Othman, (2009), Pérez-López and Alegre (2012), Pérez-López and Junquera, (2013) 

have also used this measurement. 

Adopting the measurement suggested by Tippins and Sohi (2003) and validated by 

Pérez-López and Alegre (2012), the respondents were asked to rate the items related 

to IT capabilities on a measurement scale of 1=strongly disagree, 2=disagree, 

3=neutral, 4=agree and 5=strongly agree. Table 3.5 below presents the measurement 

of IT capability and the source. 

Table 3.5 

IT Capability Scale 

Code Item Source 

IT Knowledge  

ITK1 Our institution IT department staff is knowledgeable on IT operations.   

Tippins & Sohi 

(2003) 

        & 

Pérez-López & 

Alegre (2012) 

ITK2 Our institution IT department staff is able to solve IT-related problems in the 

branch. 

ITK3 Our institution IT department staff is knowledgeable on new computer-based 

innovations. 

IT Objects 

 

 

ITB1 Our institution has an independent Management Information System (MIS) 

department. 

 

Tippins & Sohi 

(2003) 

        & 

Pérez-López & 

Alegre (2012) 

ITB2 In the MIS department, a manager is employed whose main duties include the 

management of our information technology. 

ITB3 Our institution‟s branches are linked by a computer network through Wide 

Area Network (WAN). 

ITB4 Our institution is able to customize software applications if necessary. 

 

 

 

 

 

 

  
IT Operation  
ITP1 We routinely utilize computer-based systems to access information 

concerning our banking operations. 

 

Tippins & Sohi 

(2003) 

        & 

Pérez-López & 

Alegre (2012) 

 

ITP2 We employ computer-based systems to analyze customer and market 

information. 

ITP3 We frequently utilize decision-support system when managing customer 

information. 

ITP4 We have set procedures for collecting customer information from online 

sources before disbursing a loan.( e.g. from SFD database) 
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3.7 Pilot Study 

 

A pilot study was an experimental study carried out to verify and enhance particular 

research measurements (Zikmund, 2003). The first draft of the questionnaire was 

revised through a number of steps in order to identify the problems and clear 

ambiguity. After the completion, a pre-test test or an evaluation of the questionnaire 

was carried out to finalize the questionnaire. Three experts from the industry and the 

academician were asked to give suggestions on the questionnaire. Based on their 

input, the questionnaire was modified, so that the content validity of the 

measurement is ascertained, and the questionnaires are ready for the pilot study. 

 

According to Stangor (2014), a pilot test was required to establish the reliability and 

validity of the measurement before distributing the final questionnaire. In conducting 

the pilot test, the questionnaire was distributed to 30 department managers of the 

MFIs in Sana‟a namely Cooperative and Agricultural Credit (CAC) bank, Al-amal 

Bank, Altadhamon Islamic Bank, Alkuriami Microfinance Bank and Alwatania 

Institution. The questionnaires for the pilot test have not been included with the other 

questions when analyzing the actual data. The pilot test was conducted from 18 May 

2014 to 25 May 2014. The pilot study is for measurements of the study to be solid 

during the actual data collection. 

 

3.7.1 Pilot Study Analysis and Result 

 

Reliability analysis was carried out to assess the level of internal consistency among 

multiple measurements of a construct (Hair et al., 2010). According to Sekaran 
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(2003), there are many different methods used by researchers to estimate the 

reliability of the construct, however Cronbach‟s Alpha coefficient method is the 

most widely used method. Thus, this study employed Cronbach‟s Alpha method to 

assess the reliability of the scales for each construct in isolation. According to 

Tenenhaus Esposito, Chatelin and Lauro (2005), the Cronbach‟s Alpha value should 

be greater than 0.70 to assure the reliability coefficient of the item. However, the 

Cronbach‟s Alpha value of 0.60 is a minimum acceptable level for an exploratory 

research (Hair et al., 2010).  In the current pilot study, Table 3.6 showed that all the 

values of Cronbach‟s Alpha were within the recommended range between 0.702 and 

0.957 which revealed the reliability of the data. 

 

Table 3.6 

Summary Statistics of Reliability Analysis 

Construct Items 

Cronbach’s 

Alpha 

Item 

deleted* 

Cronbach’s Alpha if 

item deleted 

Leadership Management 5 0.892 Nil 0.892 

Customer Focus 3 0.827 Nil 0.827 

Strategic Planning 5 0.957 Nil 0.957 

Training  5 0.863 Nil 0.863 

Continuous Improvement 3 0.790 Nil 0.790 

Benchmarking 3 0.869 Nil 0.869 

Quality Culture 7 0.854 Nil 0.854 

Intelligence Generation 3 0.856 Nil 0.856 

Intelligence Dissemination 4 0.725 Nil 0.725 

Responsiveness 3 0.781 Nil 0.781 

IT Knowledge 3 0.817 Nil 0.817 

IT Objects 3 0.297 ITB4 0.702 

IT Operation 4 0.755 Nil 0.755 

Financial Perspective 2 0.770 Nil 0.770 

Customer Perspective 2 0.774 Nil 0.774 

Internal process Perspective 2 0.837 Nil 0.837 

Learning and Growth Perspective 2 0.816 Nil 0.816 

Social perspective 2 0.823 Nil 0.823 

 



  

148 

 

In order to test the construct validity of the measurements, an exploratory factor 

analysis (EFA) was conducted using the principle component analysis (PCA) and 

varimax rotation. EFA is an interdependent technique which mainly seeks to define 

the underlying structure among the variables in the analysis (Hair et al., 2010). This 

analysis aims at testing the interrelationships among study latent variables and to 

confirm the consistency of the extracted factors with their original and theoretical 

form (StataCorp, 2013). 

 

According to Hair et al. (2010), the Bartlett Test of Sphericity (BTS) and the Kaiser-

Meyer Olkin (KMO) measure of sampling are two familiar tests used to test the 

correlations of the variables. The KMO is the index used to compare the magnitude 

of the observed correlation coefficient to the partial correlation coefficient 

(StataCorp, 2013). The smaller the sum of the partial correlation between all pairs of 

variables, the closer the KMO to 1.0. This indicates the more appropriate the factor 

analysis. 

 

The results of the pilot study showed that the KMO ranged between 0.469 and 0.885 

and the Bartlett‟s test was also highly significant (p = 0.000) indicating the factor 

analysis is reliable and relevant. 
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Table 3.7 

Factor Analysis of the Final Measurement (Pilot Study) 

Construct 
No. of 

items 

Factor loading for 

items in first factor* 
KMO 

Eigen- 

Value 

% of 

Variance 

Cronbach’s 

Alpha 

Item 

deleted 

LM 5 
0.903 0.799 0.713 

0.872 0.877 
0.809 3.492 69.831 0.892 Nil 

CF 3 0.899 0.829 0.857 0.697 2.230 74.348 0.827 Nil 

SP 5 
0.918 0.954 0.931 

0.910 0.919 
0.885 4.292 85.838 0.957 Nil 

TR 5 
0.881 0.882 0.886 

0.819 0.532 
0.802 3.292 65.846 0.863 Nil 

CI 3 0.796 0.822 0.899 0.652 2.117 70.560 0.790 Nil 

BM 3 0.905 0.896 0.873 0.735 2.384 79.476 0.869 Nil 

QC 7 

0.726 0.768 0.860 

0.553 0.820 0.640 

0.802  

0.779 3.889 55.557 0.854 Nil 

IG 3 0.875 0.886 0.889  0.735 2.342 78.062 0.856 Nil 

ID 4 
0.653 0.857 0.798 

0.644  
0.697 2.213 55.317 0.725 Nil 

RE 3 0.833 0.801 0.872  0.686 2.096 69.861 0.781 Nil 

ITK 3 0.848 0.899 0.854  0.707 2.257 75.231 0.817 Nil 

ITB 3 0.652 0.925 0.776  0.469 1.882 62.721 0.702 ITB4 

ITP 4 
0.786 0.757 0.868 

0.688  
0.710 2.417 60.431 0.755 Nil 

FP 2 0.905 0.905 0.500 1.638 81.918 0.770 Nil 

CP 2 0.904 0.904 0.500 1.634 81.688 0.774 Nil 

PP 2 0.928 0.928 0.500 1.721 86.029 0.837 Nil 

LGP 2 0.919 0.919 0.500 1.691 84.541 0.816 Nil 

SOP 2 0.922 0.922 0.500 1.699 84.944 0.823 Nil 

 

Moreover, according to Hair Ringle and Sarstedt (2011), Hair, Hult, Ringle and 

Sarstedt (2014) and Valerie (2012), the factor loadings of items should be greater 

than 0.70 to be retained in the analysis. Hair et al., (2010) further recommended that 

the variables should generally have factor loadings of more than 0.50 as acceptable 

value. Table 3.7 showed that the factor loadings of all the items were within the 

recommended values between 0.532 and 0.954 except ITB4, which has lower factor 

loadings than the recommended values. Thus, all the questionnaire items had been 

retained and used in the final questionnaire except ITB4. 
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3.8 Data Analysis Techniques 

 

To achieve the research objectives, two analyses were conducted using descriptive 

statistics analysis and inferential analysis technique. The descriptive statistics 

technique provides the background or profile of the respondents and helps in 

identifying the survey responses including response rates. It also helps in data 

screening and preliminary analysis, including missing data, response bias, 

descriptive statistics, outliers, normality, linearity, and multicollinearity. All these 

tests and analysis were extracted by utilizing the Statistical Package for Social 

Science (SPSS) version 21 while the inferential analysis technique was performed 

with the help of statistical package of smart Partial Least Square Structural Equation 

Modeling (PLS-SEM) version 3.0. 

 

PLS path modelling had expanded successfully in different fields of research, such 

as marketing, strategic management, information system (IS), management science 

and social psychology among others (Pavlou & Fygenson, 2006; Henseler, Ringle, & 

Sinkovics, 2009; Hair et al., 2011; Hair Sarstedt, Ringle, & Mena, 2012; Hair, 

Ringle, & Sarstedt, 2013). This is because many contributions have been recently 

made to improve PLS-SEM including guidelines for analyzing moderating effects 

(Henseler & Fassott, 2010), utilization of confirmatory factor analysis for the 

verification of the measurement model and model quality evaluation (Hair et al., 

2011), model‟s goodness of fit (Tenenhaus et al., 2005), and the model‟s predictive 

relevance (Hair et al., 2011). Therefore, PLS path modelling has recently become the 

key research technique (Hair et al., 2014).  
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According to Goodhue, Lewis and Thompson (2006), PLS-SEM is a convenient and 

powerful method in many situations observed in social sciences research. For 

example, it has proven its ability to analyse data in complex models, non-normal 

data and small sample size (Hair et al., 2012; Reinartz, Haenlein, & Henseler, 2009; 

Uinzi, Chin, Henseler, & Wang, 2010). Moreover, PLS-SEM provides more accurate 

estimates of mediating and moderating effects by accounting for the measurement 

error (Helm, Eggert, & Garnefeld 2010; Henseler & Fassott 2010). Thus, these 

advantages make the researcher opts for it in this study.  

 

Specifically, the PLS path modelling was selected to test the theoretical model of this 

study because of many reasons. First, as mentioned previously that the main 

objective of this study is to examine the effect of interaction between TQM, MO and 

IT capability on MFIs performance. Moreover, it examines the effect of both TQM, 

MO in IT capability and the mediating effect of IT capability on the relationship 

between both TQM and MO from one side and MFIs performance from the other 

one. This implies that the current study is explorative in nature by applying RBV 

theory, capability theory and complementarity theory. Consequently, using a path 

modelling approach is a prerequisite as it has been recommended that when research 

is prediction-oriented or an extension of an existing theory; PLS path modelling is 

primarily utilized (Hair et al., 2014). 

 

Second, PLS is an appropriate statistical analysis tool for complex models and small 

sample sizes (Hair et al., 2012; Reinartz et al., 2009; Valerie, 2012; Uinzi et al., 

2010). The current study examined the relationships among four variables which are 

TQM, MO, IT capability and MFIs performance. Moreover, the model has 61 
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measurement items and a sample of 125. Therefore, the PLS is regarded as the most 

suitable method for this study for better prediction as PLS is a method of 

constructing a predictive model when there are many factors or measurement items 

involved and a relatively small sample size.  

 

Third, it has been evident that SEM is superior to perform estimations than 

regressions when evaluating mediation (Iacobucci, Saldanha, & Deng, 2007; 

Preacher & Hayes, 2004). Moreover, it has been argued that PLS path modelling 

explains measurement error and lends more efficient and adequate estimates of the 

mediating effects (Helm et al., 2010; Henseler & Fassott, 2010). To evaluate and 

interpret the results of the PLS path model, this study employed the two-step 

approach, namely measurement model evaluation and structural model evaluation 

(Henseler et al., 2009; Valerie, 2012; Hair et al., 2014).  

 

In the first step, the measurement model (outer model) was tested to verify its 

validity and reliability by testing indicator reliability, internal consistency reliability, 

convergent validity, and discriminant validity. Table 3.8 shows the criteria for 

evaluating the measurement model. 
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Table 3.8  

The criteria of the measurement model evaluation 

 

While in the second step, the structural model (inner model) of the study was 

evaluated by R-square (R
2
), effect size (F

2
), predictive relevance of the model, 

hypotheses testing and mediating testing. Table 3.9 shows the criteria for evaluating 

the structural and hypotheses testing model. 

 

 

 

 

 

 

 

 

 

 

 

 

Test Definition Criterion 

1-Indicator 

reliability 

 

 

 

It refers to the degree to which the sets of 

items in the survey proposed to measure 

a construct can represent and reflect the 

concept which designed to be measured 

(Urbach & Ahlemann, 2010). 

 

-The loading should be higher than 

0.70 (Hair et al., 2011; Hair et al., 

2014; Valerie, 2012). 

2-Internal 

consistency  

Reliability 

It refers to a measure employed to 

evaluate the consistency of results across 

items within a test and determine whether 

the items measuring a concept are similar 

in their scores (Hair et al., 2014).  

-The Cronbach‟s alpha and composite 

reliability (CR) values should be 

higher than 0.70 (Tenenhaus, et al., 

2005; Hair et al., 2011; Valerie, 

2012). 

 

3-Convergent 

validity 

It refers to the degree to which a measure 

indeed correlates positively with other 

measures of the same latent construct 

(Hair et al., 2014). 

-The AVE should be higher than 0.50 

(Hair et al., 2011; Valerie, 2012; Hair 

et al., 2014). 

 

4-Discriminant 

validity 

It refers to the degree to which a 

particular construct is really different 

from other constructs according to the 

standards of empirical research (Hair et 

al., 2014). 

 

 

 

 

 

-Each indicator's loadings should load 

higher than all its cross loadings with 

other constructs based on Chin 

criterion. (Hair et al., 2014). 

 

-The square root of the AVE of each 

latent construct should be higher than 

its highest correlation with any other 

construct based on Fornell–Larcker 

criterion (Hair et al., 2014).  
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Table 3.9 

The criteria of structural model evaluation 
Test Definition Criterion 

1-R-square (R
2
) It refers to a measure that 

reflects the amount of variance 

in the dependent variable that 

is explained by one or more 

predictor variables (Hair et al., 

2010).  

 

-The values of R² (0.75=substantial, 0.50= 

moderate, and 0.25= weak) for endogenous 

latent variables in the structural model (Hair et 

al., 2011, Hair et al., 2014).  

2-Effect size (F2) It refers to the relative impact 

of a particular exogenous 

latent variable on endogenous 

latent variable(s) (Hair et al., 

2014). 

 

-The values of effect size (f²) (0.02=weak, 

0.15=moderate and 0.35=strong) in the 

structural model (Chin, 1998b). 

3-Predictive relevance 

of the model 

It is an indicator of the 

model‟s capability to predict 

by using a blindfolding 

procedure (Hair et al., 2014).  

-A research model with the cross redundancy 

value higher than zero is interpreted to have 

predictive relevance (Fornell & Cha, 1994, 

Hair et al., 2011; Hair et al. 2014). 

   

4-Path coefficients The path relationships 

between the latent variables in 

the structural model (Hair et 

al., 2014). 

-The outputs of bootstrapping, including path 

coefficient, T-value and P-value that explain 

the significance of the path coefficients. The 

critical T-values for one-tailed test are 1.28 

(significance level= 10%), 1.64 (significance 

level= 5%) and 2.33 (significance level= 1%) 

(Hair et al., 2010). The minimum number of 

bootstrap samples should be 5000, and the 

number of cases should be equal to the 

number of observations in the original sample 

(Hair et al., 2014).  

 

5- Mediating effects The mediation refers to a 

situation in which a mediator 

variable intervenes the 

relationship between an 

independent variable and 

dependent variable (Hayes, 

2013) 

-The bootstrapping method with 5000 samples 

and 95% confidence intervals (CI) were 

utilized in estimating the indirect effects under 

the study following the Preachers and Hayes 

(2008) strategy (Zhao et al., 2010; Hayes 

Preacher, & Myers 2011; Hayes, 2013; Hair et 

al. (2014). 

 

-The criteria of Zhao et al. (2010) were also 

used to determine the type of mediation; full, 

partial (complementary) or no mediation.  
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3.9 Summary of the Chapter 

 

This chapter detailed the research methodology used for the study in order to achieve 

the objectives stated in chapter one. As it has been reported in this chapter, this study 

is a quantitative research in nature. It highlights the population and sampling in 

addition to providing the rationale for using MFIs branches as a unit of analysis. 

Moreover, it outlines the measurement instrument used, hypotheses development and 

research design. It also explained the pilot study procedures so as to get a valid and 

reliable instrument. Finally, this chapter details the proposed data analysis 

techniques. 
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CHAPTER FOUR 

DATA ANALYSIS AND FINDINGS 

 

4.1 Introduction 

 

This chapter highlights the results of data analysis collected from the survey in 

Yemen. Two statistical packages of Statistical Package for Social Science (SPSS) 

and Partial Least Square (PLS) path modelling were used in the analysis. The 

analysis begins by analysing the survey response, including response rates and 

respondents' profile. The data screening was performed and then the preliminary 

analysis is presented. The quality inspections were presented in three main sections. 

In the first section, the goodness of the measurement was tested to confirm indicator 

reliability, internal consistency reliability, convergent validity and discriminant 

validity. In the second section, the second-order constructs were established to 

ensure that they are well explained by first-order constructs. In the third section, the 

structural model is examined through R-square value, effect size, predictive 

relevance of the model, goodness of fit, direct hypotheses testing and the mediating 

relationships testing. Finally, the summary of the results and conclusion are 

presented.  

 

4.2 Survey Response Analysis 

4.2.1 Response Rates 

 

Based on the recommendation by Zikmund (2003) to distribute the questionnaire to 

the whole population when the sample unit is small, the questionnaires were 
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distributed to all 166 branch managers of the microfinance institutions (MFIs) in 

Yemen. The researcher with the help of the research assistants has distributed the 

questionnaires to the respondents via a self-administered survey. The researcher 

collected a data collection letter from the Othman Yeop Abdullah Graduate School 

of Business (OYAGSB) which officially identifies the researcher and explains the 

purpose of the study. This was to enable the researcher to get support from the 

branch managers of MFIs who are the target respondents of this study. 

 

In order to get high response rates, the researcher paid a visit to the Chief Board of 

Director of Yemen Microfinance Network (YMN) and the Manager of YMN asking 

for help, explaining the objectives and significance of the study for the microfinance 

sector in Yemen. Then, an email attached with the data collection letter was sent to 

the respondents from the YMN to make them obliged to answer the questionnaire. 

The researcher and the research assistants delivered the questionnaire to the branch 

managers of the MFIs by hand, asking them to finish answering the questionnaire 

and return it within a specific time. To remind them, many emails, phone call 

reminders and SMS by the YMN team and the researcher were sent to the late 

respondents who did not reply or sent the completed questionnaire back via email 

after one month from the questionnaire distribution date. The data was collected 

using the survey questionnaire over the three-month period of time from June 2014 

to August 2014. 

 

The outcomes of these efforts were possible with the great help of research assistants 

who visited all the branch managers, asking for their responses, yielded a total of 131 

returned questionnaires. Out of these 131 questionnaires, 2 were discarded because 
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there are inconsistencies that make the researcher believes the questionnaires were 

not filled up by the target person, such as branch manager or vice-branch manager; 

instead, they were filled by the customer service officer or loan officer. Following 

the suggestion by Hair et al. (2010), 4 questionnaires were excluded from the 

analysis as more than 50% of their questions were not completed by the respondents. 

This results in 125 usable questionnaires for further analysis accounted for overall 

75% valid response rate. According to Sekaran (2003), a response rate of 30% is 

adequate for surveys so that further analysis can be conducted. This study met the 

criteria. Table 4.1 shows the summary regarding the response rate of the survey. 

  

Table 4.1 

Number of Respondents and Response Rate 
Response Frequency/Rate 

No. of questionnaires distributed 166 

No. of questionnaires returned 131 

No. of questionnaires not filled by the target person 2 

No. of incomplete questionnaires 4 

No. of usable questionnaires 125 

Response rate 75% 

 

4.2.2 Respondents Profile 

 

The descriptive analysis was employed to describe the respondents profile in terms 

of the responders‟ job title, gender, age and number of years serving in the held 

position. In addition to that, the profile of the responding MFIs related to the number 

of years the branch in operation, the location, the legal status, the types of financing, 

the types of services and finally the a viability of quality officer who is in charge of 

quality is presented. 



  

159 

 

The majority of respondents were branch managers representing 68.8%, while the 

rest 31.2% were from the lowest rank of management team accepted for this study, 

the vice- managers or assistant managers as shown in Table 4.2. These respondents 

were able to describe the practices in the institution appropriately. The summary also 

shows that there are more males holding the managerial positions in the MFIs 

representing 72.8% compared to only 27.2% of females. With regard to the 

respondents‟ age, the majority of respondents were between the age of 30-39 years 

(53.6%), while 27.2% of respondents were less than 30 years, 10.0% of respondents 

were between the age of 50-59 and 8.0% of them were the age of 40-49 years. With 

respect to the work experience of their positions, the results show that the majority of 

the respondents have 1 to 5 years of experience representing 38.4%, followed by the 

respondents who have more than 5 years of experience representing 36.0% and only 

25.6% of the respondents have less than 1 year experience. This indicates that the 

respondents of this study are knowledgeable regarding the situation of their 

institutions as well as the investigated practices under the study. 

 

With respect to the number of years the branch is in operation, 68.0% of the 

branches have been operating for more than 3 years, 20.8% between 1-3 years and 

only 11.2% were considered as new branches with less than 1 year in operation. In 

order to identify the MFIs intervention fighting poverty, as the majority of the poor 

live in rural areas, the respondents were asked to state the branch location. The 

findings show that the majority of branches provide their services in the state capital 

with 86.4%, while only 5.6% and 8.0% of the branches provide their services in the 

suburbs and rural areas respectively. In categorizing the branches of MFIs in Yemen, 

according to the legal status, the results show that the branches with 33.6% were 
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related to agricultural banking, this type of bank has a special microfinance unit to 

provide microfinance services. 26.4% of the MFIs were small and medium banks, 

24.8% were microfinance programs, 12.8% were foundations and only 2.4% were 

companies. 

 

Concerning the types of financing, more than half of the operating MFIs branches, 

exactly 56.8%, provided financing based on Islamic principles, the customers‟ needs 

in a conservative country such as Yemen. 33.6% of the MFIs branches provided 

regular financing services and 9.6% of MFIs branches provided both Islamic and 

regular financial services. In regard to the types of services provided by the MFIs 

branches in Yemen, the results show that the majority of branches with 44.8% 

provided inclusive financial services such as loans, savings, money exchange, 

insurance and money remittance, 25.6% provided only loans, 15.2% provided both 

financial and nonfinancial services, which include customer training and 14.4% 

provided loans and savings. For the purpose of identifying the concern of MFIs in 

Yemen regarding quality, the respondents were asked whether there are quality 

officers who are in charge of quality in their institutions. The results show that more 

than three thirds of the respondents with 79.2% stated their institutions did not have 

quality officer and only 20.8% of the respondents stated the availability of this 

position in their institutions. 
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Table 4.2 

The Responding MFIs Profile (N=125) 
Variables Category N % 

Job title 
Branch Manager 86 68.8 

Other 39 31.2 

Gender 
Male 91 72.8 

Female 34 27.2 

Age 

less than 30  34 27.2 

30-39 67 53.6 

40-49 10 8.0 

50-59 13 10.4 

More than 60 1 .8 

Years serving in this position 

Less than 1 year 32 25.6 

1-5 years 48 38.4 

More than 5 years 45 36.0 

Years this branch in operation 

Less than 1 year 14 11.2 

1-3 years 26 20.8 

More than 3 years 85 68.0 

Branch Location 

In the state capital 108 86.4 

In the Suburbs 7 5.6 

In the Rural  10 8.0 

Legal Status 

Program 31 24.8 

Foundation 16 12.8 

Small and Medium bank 33 26.4 

Company 3 2.4 

Agricultural Bank 42 33.6 

Types of Financing  

Islamic financing only 71 56.8 

Regular financing only 42 33.6 

Both Islamic and regular financing 12 9.6 

Types of services  

Loans only 32 25.6 

Loans and Savings 18 14.4 

Inclusive financial services 56 44.8 

Financial and nonfinancial services 19 15.2 

Quality Officer 
Yes 26 20.8 

No 99 79.2 

 

4.3 Data Screening and Preliminary Analysis 

4.3.1 Missing Data Treatment 

 

In studies that employed quantitative approach, missing data is considered as an 

issue of major attention to many researchers because of the negative effect on the 

outcomes of the empirical research (Cavana, Delahaye, & Sekaran, 2001). In 
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addition to that, partial least squares-structural equation modelling (PLS-SEM) is 

very sensitive to be run in the case of existence of missing values. In this study, 13 

returned questionnaires (9.6%) had missing values. Altogether, there were 28 

missing values, ranging from one to five in each set of the missed questionnaire. 

 

To treat the missing values, it has been recommended by many scholars to replace 

the missing values with mean of nearby values. This way is reported to be the easiest 

way when the total missing data percentage is 5% or less (Hair, Black, Babin, 

Andersen, & Tath, 2006; Tabachnick & Fidell, 2007; Hair et al., 2014). Thus, the 

missing values were replaced with mean substitution. 

 

4.3.2 Non-Response Bias Test 

 

The existing evidence from a literature had reported that non-respondents sometimes 

vary systematically from respondents in various aspects such as attitudes, 

perceptions, behaviours, personalities and motivations which affect the findings of 

the study (Malhotra, Hall, Shaw, & Oppenheim, 2006). Moreover, they argued that 

the late respondents could be considered as no-respondents because they would not 

have likely responded if they have not been visited and reminded many times by the 

researcher. This study classified the sample into two main groups: early respondents, 

who responded within one month after distributing the survey, and late respondents, 

who responded after one month from distribution the survey. The majority of 

respondents were grouped as the early respondents, a total of 77 respondents, and the 

remaining 48 respondents were grouped as the late respondents (see Table 4.3). 
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For the purpose of further minimization the issue of non-response bias, an 

independent sample t-test including descriptive and Levene‟s test were carried out to 

detect the difference between the early and late respondents on the variables of the 

study. The results presented in Table 5.3 showed that the equal variance significance 

values for all the variables of the study were not significant, which were higher than 

0.05, indicating that the variances were approximately homogeneous across the two 

groups. To conclude that on-response bias was not a critical concern in the current 

study since there were no significant variances between the early and late 

respondents. For more detailed verifications of non-respondent bias see Appendix 5. 
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Table 4.3 

Non-Response Bias Test 

 
    

Levene's Test for 

Equality of Variances 

T-test for Equality of 

Means 

Construct Dimension N Mean F Sig. Sig*. (2-tailed) 

Total Quality 

Management 

LM 
Early 77 4.07 1.196 .276 .526 

Late 48 3.99 
  

.543 

CF 
Early 77 4.54 .566 .453 .144 

Late 48 4.38 
  

.152 

SP 
Early 77 4.11 .424 .516 .479 

Late 48 4.19 
  

.503 

TR 
Early 77 3.97 .919 .340 .685 

Late 48 4.02 
  

.697 

CI 
Early 77 4.12 .127 .722 .788 

Late 48 4.15 
  

.793 

BM 
Early 77 3.60 .103 .749 .139 

Late 48 3.87 
  

.143 

QC 
Early 77 4.22 1.035 .311 .861 

Late 48 4.20 
  

.865 

Market 

Orientation 

IG 
Early 77 3.75 .028 .867 .336 

Late 48 3.89 
  

.336 

ID 
Early 77 3.97 1.907 .170 .380 

Late 48 4.04 
  

.370 

RE 
Early 77 3.63 .302 .584 .841 

Late 48 3.66 
  

.840 

Information 

Technology 

Capability 

ITK 
Early 77 4.16 .174 .677 .427 

Late 48 4.06 
  

.423 

ITB 
Early 77 4.46 .002 .965 .804 

Late 48 4.43 
  

.805 

ITP 
Early 77 4.16 .949 .332 .918 

Late 48 4.17 
  

.920 

*p < 0.05 

LM= Leadership Management; CF= Customer Focus; SP= Strategic Planning; TR=Training; CI= 
Continuous Improvement; BM= Benchmarking; QC= Quality Culture; IG= Intelligence Generation; 

ID= Intelligence Dissemination; RE=Responsiveness; ITK= IT Knowledge; ITB= IT Objects; ITP= 

IT Operation; FP= Financial Perspective; CP= Customer Perspective; PP= Internal Process 

Perspective; LGP= Learning and Growth Perspective; SOP= Social Perspective. 

 

4.3.3 Descriptive Statistics  

 

A descriptive statistics in the form of minimum, maximum, mean and standard 

deviations were computed. These results were employed to describe the 

implementation level of total quality management (TQM), market orientation (MO), 
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information technology (IT) capability and the perceived level of MFIs performance. 

All the constructs in the current study were measured using a five-Likert scale 

anchored by the value of 1 representing strongly disagree (the minimum value) to the 

value of 5 representing strongly agree (the maximum value). For the purpose of 

making the interpretation of the five-Likert scale, this study used three categories, 

namely low when the values are less than 2.33 [4/3 + lowest value (1)], high when 

the values are more than 3.67 [highest value (5) - 4/3] and moderate when the scores 

are between low and high. Noor and Kumar (2014) suggest this classification in their 

study regarding the interpretation of the five-Likert scale, which is similar and useful 

for the study. 

 

The overall mean for the dimensions of the constructs ranged between 4.48 to 3.65, 

which suggested that all the dimensions were in the highest level except 

responsiveness dimension, which was in the moderate level as shown in Table 4.4. In 

particular, the results show that customer focus among the other dimensions of TQM 

and the other dimensions of the constructs of the study, namely MO, IT capability 

and MFIs performance had the maximum mean value of 4.48 with low standard 

deviation of 0.588. This indicated that the management of the MFIs gave attention 

and emphasized on customer satisfaction. The low standard deviation value suggests 

that they were not significantly different in their perception about the significant role 

of customer focus orientation in obtaining superior and sustainable organizational 

performance. 

 

The results also show that quality culture, strategic planning and continuous 

improvement had the next highest values, beside customer focus based on the 
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respondents‟ perception. The mean values of both quality culture and strategic 

planning were 4.21, 4.14 and 4.13 with standard deviation 0.465, 0.662 and 0.699 

respectively. This also revealed that the MFIs management gives much concern on 

quality culture establishment, strategic planning and continuous improvement 

practices to achieve the desired objectives. The significance of leadership 

management and training had been realized by the MFIs management with the mean 

value of 4.04 and 3.99 with the standard deviation of 0.684 and 0.629 respectively. 

 

Benchmarking had the lowest mean value among the other dimensions of TQM, 

however, it was still in the high level category with the mean value of and 3.70 and 

standard deviation value of and 0.990. The MFIs management perceives 

benchmarking as important for building capabilities and improvement. In general, all 

the TQM dimensions had high mean values indicating that the MFIs management 

gives more attention to TQM practices within the MFIs. 

 

With regard to the dimensions of MO, the results tabulated in Table 4.4 show that 

among the other dimensions of MO, intelligence dissemination had the maximum 

mean value of 3.99 with the standard deviation value of 0.465. This revealed that the 

MFIs management realizes that disseminating the information collected about 

customers and competitors within their institutions is crucial to respond to the needs 

of the customers. The low standard deviation value also showed that there was no 

significant difference among the respondents.  

 

The results also showed that the mean value of intelligence generation and 

responsiveness were 3.80 and 3.65 with standard deviation 0.790 and 0.816 
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respectively. This explains that the MFIs management tends to collect information 

about the customers and competitors in order to understand their demands. Although, 

responsiveness had the lowest mean value among all the dimensions of the study 

variables, TQ, MO, IT capability and MFIs performance, it was in the moderate 

level. This revealed that the MFIs management has a moderate tendency to respond 

to the changes in the market environment such as technology, regulations and price 

strategies. Responding to these changes involves strong and viable institutions, 

whereas, the MFIs capabilities are limited. The high value of standard deviation 

shows that the MFIs management perception about responsiveness to these changes 

is different. This explains that the MFIs do not have the same resources and 

capabilities. 

 

In respect to IT capability, the results highlighted in Table 4.4 showed that all the 

three dimensions of IT capability, IT object, IT knowledge and IT operation had a 

high level of perception with mean values of 4.45, 4.16 and 4.12 and standard 

deviation values of 0.691, 0.552 and 0.665. This explains that the MFIs management 

recognizes the crucial role of IT capability to achieve competitive advantage and 

high performance. In other words, these results indicated the importance of IT 

infrastructure, utilizing information technology in the banking operations and IT 

knowledge to use IT effectively. 

In regard to MFIs performance construct, the results in Table 4.4 showed that 

internal process, financial, social, customer, and learning and growth perspectives 

had the mean values of 3.71, 3.90, 4.05, 4.06 and 4.09 and standard values of 0.552, 0.678, 

0.825, 0.582 and 0.578. These results indicated that the MFIs management gives much 

concern to the service quality improvement and utilizing new innovations, methods 
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and procedures within the institutions. The social perspective had the highest value 

of standard deviation among all the dimensions of the study constructs. This explains 

that MFIs management does not have the same level of concern regarding the social 

objectives. 

 

Table 4.4 

Descriptive Statistics of the Constructs (N=125) 

Construct  Dimension N Minimum Maximum Mean 
Std. 

Deviation 

 

 

 

Total Quality 

Management 

 

 

 

 LM 125 2 5 4.04 0.684 

 CF 125 2 5 4.48 0.588 

 SP 125 2 5 4.14 0.662 

 TR 125 2 5 3.99 0.629 

 CI 125 1 5 4.13 0.699 

 BM 125 1 5 3.70 0.990 

 QC 125 3 5 4.21 0.465 

Market 

Orientation 

 IG 125 1 5 3.80 0.790 

 ID 125 3 5 3.99 0.465 

 RE 125 2 5 3.65 0.816 

Information 

Technology 

Capability 

 ITK 125 2 5 4.12 0.665 

 ITB 125 2 5 4.45 0.691 

 ITP 125 2 5 4.16 0.552 

Microfinance 

Institutions 

Performance 

 FP 125 2 5 3.90 0.678 

 CP 125 2 5 4.06 0.582 

 PP 125 3 5 3.71 0.552 

 LGP 125 3 5 4.09 0.578 

 SOP 125 1 5 4.05 0.825 

 

4.3.4 Outliers 

 

Among the primary data collection issues using questionnaires that should be 

addressed is the issue of outliers (Hair et al., 2014). The existence of the outliers in 

the data results in distorting the estimates of regression coefficients and misleading 

results in the regression analysis (Verardi & Croux, 2008). The outliers occur 

because the respondent answers a particular question or all questions extremely (Hair 
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et al., 2014). According to Hair et al. (2006), detecting outliers based on 

Mahalanobis distance is an advantageous and effective method. This method can set 

a cut-off point that help researchers to define whether a point could be assorted as 

outlier or not. 

 

This study employed the chi-square statistics table as the guidance to the cut-off 

point value. Based on 71 observed measurement items in the study, the cut-off point 

of chi-square was set at a value of 113.577, the threshold value at 1% significance 

level. The outcomes of SPSS showed that the highest value was 103.372, indicating 

the non-existence of outliers. Therefore, all the 125 cases were used in the analysis. 

For more details see Appendix 6. 

 

4.3.5 Normality Test 

 

The normality was regarded as the required assumption in multivariate analysis and 

in most statistical tests (Hair et al., 2010) because any substantial violation of this 

assumption may lead to unreliable results. Normality refers to the symmetrical 

distribution of data, forming the greatest frequency around the mean that shape the 

bell curve (Pallant, 2005). Among different ways to assess normality, it is 

recommended to use skewness and kurtosis values to show the data distribution 

shape (Pallant, 2005).  

 

Skewness is a measure which shows to what extent a distribution of data deviates 

from the centre around the mean (George & Mallery, 2006). It was also stated that, 

by nature many scales and measures are positively or negatively skewed in social 
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science researches (Pallant, 2005). According to Hair et al. (2010), the values of 

skewness must be ranged between +1 and -1 for the data to be described as normal 

data. However, Kline (1998) suggests that the threshold between +3 and -3 is 

acceptable. Using the suggestion by Kline (1998), the results in Table 4.5 showed 

that the skewness values of the constructs under the study were found to be within 

the range of +3 and -3, indicating the normal distribution of the data. 

 

Kurtosis is an indicator to detect whether the data set are peaked or flat relative to a 

normal distribution. The kurtosis values can be negative or positive where negative 

values refer to a flatter distribution while positive values refer to more peaked 

distribution (George & Mallery, 2006). In respect to the cut-off point of kurtosis 

values range, it is recommended to be between +3 and -3 (Coakes & Steed, 2003), 

while authors such as Hu et al. (1992) use the range of +7 to -7. In this study as 

illustrated in Table 4.5, all kurtosis values were in the range within +3 and -3 values. 

Thus, the cut-off point by Coakes and Steed (2003) can be referred to the data in this 

study has no problem with kurtosis. As the data has no problem with skewness, it is 

proven that the data is normal. 

 

In conclusion, the results of normality test showed that the normality assumption was 

not violated. This indicates that all the data representing the constructs of the study 

were normally distributed. See Appendix 7 for more information regarding normality 

test. 
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As the PLS-SEM can provide adequate model estimations, even in situations with 

extremely non-normal (Reinartz et al., 2009; Hair et al., 2011; Hair et al., 2014), the 

use of PLS-SEM can produce the supporting and also being in the analysis.  

 

Table 4.5 

Normality Test 

 Construct  

Skewness Kurtosis 

Statistic 
Std. 

Error 
Statistic Std. Error 

Leadership Management -1.230 .217 1.656 .430 

Customer Focus -1.324 .217 2.104 .430 

Strategic Planning -.920 .217 1.470 .430 

Training -.962 .217 .970 .430 

Continuous Improvement -1.318 .217 3.034 .430 

Benchmarking -.733 .217 .199 .430 

Quality Culture -.519 .217 -.484 .430 

Intelligence Generation -.690 .217 .615 .430 

Intelligence Dissemination -.291 .217 .292 .430 

Responsiveness -.504 .217 -.093 .430 

IT Knowledge -.701 .217 .364 .430 

IT Objects -1.033 .217 .006 .430 

IT Operation -.506 .217 .340 .430 

Financial Perspective -.459 .217 .100 .430 

Customer Perspective -.444 .217 .539 .430 

Internal process Perspective .211 .217 -.034 .430 

Learning and Growth Perspective -.103 .217 -.199 .430 

Social perspective -1.211 .217 2.008 .430 

 

4.3.6 Linearity Test 

 

Testing linearity is crucial in order to predict the right direction of hypotheses, when 

the residuals have a straight line association with dependent variables (Pallant, 
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2005). The positive value shows the existence of a positive relationship between the 

independent and the predicted dependent variable. According to Hair et al. (2006), it 

is imperative that each independent variable‟s relationship is linear to guarantee the 

best representation in the equation and achieve the objective of homoscedasticity of 

the data. The normal P-P plot of regression standardized residual plot method was 

employed to test each independent variable‟s relationship with the dependent 

variable. In addition to that, all scatter plots related to these relationships were 

produced. Based on the result of linearity testing, the histograms and scatter plot 

diagrams are displayed graphically in (see Appendix 8), showing the linear pattern to 

the residuals. By looking at the plots, it is obvious that there is no U-shaped or other 

curvilinear relationship; therefore, the linearity assumption is met in the study. 

 

4.3.7 Multicollinearity  

 

It is highly recommended to test multicollinearity among the independent variables 

of the study before testing the study model (Hair et al., 2010). The multicollinearity 

occurs when there is a higher linear correlation among two or more independent 

variables in a multiple regression test (Hair et al, 2014). If only two independent 

variables are involved, it is called collinearity (Hair et al, 2014). The existence of 

multicollinearity among the exogenous latent variables produces estimation problem 

which results in a poor or “strange” estimate of the regression coefficient, large 

standard error, and reduced power of the statistical test of the interaction (Hayes, 

2013). 
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To detect the multicolinearity, there are many methods such as the tolerance value, 

the variance influence factor (VIF) and Pearson correlation. This study used the 

tolerance value and the variance influence factor (VIF) as they have been recognized 

to be widely used by researchers (O‟brien, 2007), in addition to the Pearson 

correlation method. According to Hair et al. (2014), the threshold values for both the 

tolerance value and VIF are 0.20 and 5.00 respectively, and whenever the value of 

tolerance is above.20 and the value of VIF is less than 5.00, this indicates that 

multicollinearity is not an issue. The results in Table 4.6 suggest that there was no 

multicollinearity as the values of tolerance ranged between 0.549 and 0.639 and the 

values of variance influence factor ranged between 1.565 and 2.049. Therefore, it 

can be confidently concluded that there is no multicollinearity among the 

independent variables. The output of mulicollinearity test is shown in Appendix 9. 

 

Table 4.6 

Mutlicollinearity Test  
 

  Collinearity Statistics 

 Model Tolerance VIF 

Total Quality Management Microfinance Institutions 

Performance 
0.549 1.823 

Market Orientation  0.488 2.049 

Information Technology Capability 0.639 1.565 

Total Quality Management Information Technology 

Capability 
0.571 1.750 

Market Orientation 0.571 1.750 

 

Hair et al. (2010) suggest the rule of thumb to detect multicolinearity. They suggest 

if the significant correlation between the independent variables has a value higher 

than 0.90, then this indicates the existence of multicollinearity. As shown in Table 

4.7, the values of Pearson correlation were less than the cut-off point of 0.90 

suggesting that there was no multicollinearity between the predicted variables. 



  

174 

 

Table4.7 

Pearson Correlations of the Study Variables 

  TQM MO IT cap 

Total Quality Management (TQM) 1     

Market Orientation (MO) .655** 1   

Information Technology (IT) Capability  .502** .578** 1 

**. Correlation is significant at the 0.01 level (2-tailed). 

 

An overall examination of the data showed that the basic assumptions such as 

normality, linearity and no mulicollinearity are not major issues and concerns in the 

current study. The next step is about the evaluation of the study model, including the 

goodness of measures and structural model. A detailed discussion about these two 

approaches is presented in the following section.  

 

4.4 Quality Model Evaluation 

 

The quality model assessment was done using the software package PLS-SEM, 

version 3.0 (Ringle, Wende, & Becker, 2014). This software has been widely used 

by many researchers from different disciplines, such as marketing, strategic 

management, management information system, organizational behaviour and 

customer behaviour (Henseler et al., 2009). In order to use PLS-SEM, it is crucial to 

conduct advanced analyses which extend and distinct the initial PLS-SEM findings 

in order to get valid and complete understanding of the results (Hair et al., 2014). In 

doing so, the study adopted the two-step process, namely (i) measurement model 

evaluation and (ii) structural model evaluation to assess and interpret the results of 

the PLS path model (refer to Straub, Boudreau, & Gefen, 2004; Lewis, Templeton, 

& Byrd, 2005; Henseler et al., 2009; Urbach & Ahlemann, 2010; Hair et al. 2012; 
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Hair et al. 2014). Figure 4.1 shows the two-step process of the quality model 

evaluation.  

Figure 4.1  

A Two-step Process of PLS-SEM Evaluation  

Source: Henseler et al. (2009)  

 

 

The next subsections present and report the results of quality model assessment, 

measurement model test and structural model test, for this study.  

 

4.4.1 Measurement Model Evaluation 

 

The goodness of the measurement was evaluated in order to confirm the validity and 

reliability of the output of the analysis processes using the PLS -SEM technique. 

Based on Hair et al. (2014), Hair et al. (2011) and Henseler et al. (2009), this study 

assessed indicator reliability, internal consistency reliability, convergent validity and 

discriminant validity before testing the hypotheses of the model. Figure 4.2 depicted 

below showed the original research model, including measurement items, 

dimensions, variables and the hypothesized relationships.  

• Indicator Reliability Test 

• Internal Consistency Test 

• Convergent Validity Test 

• Discriminant Validity Test 

Measurement Model 
Evaluation 

• R-square (R²) Determination 

• Effect Size (F²) Determination 

• Predictive Relevance of the Model Confirmation 

• Path Coefficients Testing 

• The Mediationg Relationships Testing 

 

Structural Model 
Evaluation  
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Figure 4.2  

The Original Research Mode
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4.4.1.1 Indicator Reliability 

 

The indicator reliability was examined according to outer loadings of each measure 

intended to measure a construct where the factor loading of items should be 

significantly higher than 0.70 (Hair et al., 2011; Hair et al., 2014; Valerie, 2012). 

Following this criteria, a total of 11 items out of 61 items were deleted as their 

loadings were lower than the recommended value of 0.70. They were CF2 (0.686), 

ID3 (0.554), IPT (0.689), LM2 (0.616), LM3 (0.638), QC5 (0.355), QC1 (0.636), 

QC6 (697), SP5 (0.691), TR3 (0.673) and TR2 (0.674). As illustrated in Table 4.8, 

therefore, only 50 items were retained to be used in the further analysis as they had 

loadings of more than 0.70. To conclude that the indicator reliability of the model 

measures was established as all the items exceeded the cut-off point value of 0.70 

and confirmed to be significant. 

 

Table 4.8 

The Significance of the Factor Loadings 

Construct Items Loadings 
Standard 

Error 
T-value P-value 

Benchmarking 

BM1 0.912 0.024 37.502 0.000 

BM2 0.924 0.014 65.121 0.000 

BM3 0.886 0.030 29.492 0.000 

Customer Focus 
CF1 0.903 0.021 42.574 0.000 

CF3 0.891 0.032 27.757 0.000 

Continuous Improvement 

CI1 0.731 0.069 10.669 0.000 

CI2 0.819 0.053 15.597 0.000 

CI3 0.865 0.036 24.006 0.000 

Customer Perspective 
CP1 0.905 0.019 48.595 0.000 

CP2 0.878 0.029 29.786 0.000 

Financial Perspective 
FP1 0.839 0.043 19.388 0.000 

FP2 0.915 0.014 67.203 0.000 

Intelligence Dissemination 

ID1 0.831 0.020 40.799 0.000 

ID2 0.768 0.045 16.934 0.000 

ID4 0.772 0.052 14.731 0.000 
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Table 4.8 (Continued)      

Construct Items Loadings 
Standard 

Error 
T-value P-value 

Intelligence Generation 

IG1 0.820 0.051 15.996 0.000 

IG2 0.884 0.018 47.863 0.000 

IG3 0.885 0.024 37.276 0.000 

IT Objects 

ITB1 0.866 0.025 35.189 0.000 

ITB2 0.903 0.023 39.585 0.000 

ITB3 0.777 0.051 15.188 0.000 

IT Knowledge 

ITK1 0.866 0.022 39.004 0.000 

ITK2 0.826 0.037 22.130 0.000 

ITK3 0.873 0.025 34.441 0.000 

IT Operation 

ITP1 0.825 0.033 25.108 0.000 

ITP3 0.765 0.044 17.503 0.000 

ITP4 0.793 0.042 18.828 0.000 

Learning and Growth 

Perspective 

LGP1 0.896 0.027 33.761 0.000 

LGP2 0.874 0.026 33.601 0.000 

Leadership Managemen 

LM1 0.818 0.034 24.187 0.000 

LM4 0.860 0.032 27.193 0.000 

LM5 0.880 0.030 29.490 0.000 

Internal process Perspective 
PP1 0.881 0.026 33.662 0.000 

PP2 0.880 0.028 31.676 0.000 

Quality Culture 

QC2 0.702 0.067 10.458 0.000 

QC3 0.742 0.067 11.114 0.000 

QC4 0.769 0.051 15.030 0.000 

QC7 0.729 0.069 10.594 0.000 

Responsiveness 

RE1 0.826 0.031 26.690 0.000 

RE2 0.838 0.032 26.399 0.000 

RE3 0.852 0.028 30.570 0.000 

Social perspective 
SOP1 0.923 0.143 6.479 0.000 

SOP2 0.861 0.172 4.997 0.000 

Strategic Planning 

SP1 0.829 0.031 26.865 0.000 

SP2 0.805 0.043 18.908 0.000 

SP3 0.809 0.044 18.235 0.000 

SP4 0.704 0.062 11.294 0.000 

Training 

TR1 0.791 0.052 15.106 0.000 

TR4 0.817 0.043 18.947 0.000 

TR5 0.878 0.027 32.604 0.000 
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4.4.1.2 Internal Consistency Reliability 

 

In order to test the internal consistency reliability, Cronbach‟s alpha along with 

composite reliability (CR), the most common indicators utilized to check the 

reliability of the internal consistency in the organizational research discipline, are 

utilized in the study (Peterson & Kim, 2013). For the Cronbach‟s alpha, it is very 

sensitive to the number of items in the measure so it tends to underestimate the 

internal consistency reliability of the measures. Therefore, it can be utilized as a 

conservative method to measure the internal consistency reliability (Hair et al., 

2014). The threshold values of both Cronbach‟s alpha and CR values should be 

higher than 0.70 (Tenenhaus et al., 2005; Hair et al., 2011; Valerie, 2012). 

 

In this study, all the Cronbach‟s alpha values of all constructs ranged between 0.70 

and 0.89 as shown in Table 4.9. In addition, the CR values of all the constructs 

exceeded the minimum acceptable value of 0.70; specifically they ranged between 

82 and 93. Thus, it can be concluded that the internal consistency reliability of the 

measures was verified and confirmed. 
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Table 4.9 

Internal Consistency Analysis  

Construct Items Loadings 
Cronbach's 

Alpha 
CR

a
 AVE

b
 

Benchmarking 

BM1 0.912 

0.893 0.933 0.823 BM2 0.924 

BM3 0.886 

Customer Focus 
CF1 0.903 

0.757 0.892 0.804 
CF3 0.891 

Continuous Improvement 

CI1 0.731 

0.731 0.848 0.651 CI2 0.819 

CI3 0.865 

Customer Perspective 
CP1 0.905 

0.743 0.886 0.795 
CP2 0.878 

Financial Perspective 
FP1 0.839 

0.709 0.870 0.771 
FP2 0.915 

Intelligence Dissemination 

ID1 0.831 

0.705 0.833 0.626 ID2 0.768 

ID4 0.772 

Intelligence Generation 

IG1 0.820 

0.830 0.898 0.746 IG2 0.884 

IG3 0.885 

IT Objects 

ITB1 0.866 

0.807 0.886 0.723 ITB2 0.903 

ITB3 0.777 

IT Knowledge 

ITK1 0.866 

0.816 0.891 0.731 ITK2 0.826 

ITK3 0.873 

IT Operation 

ITP1 0.825 

0.709 0.837 0.632 ITP3 0.765 

ITP4 0.793 

Learning and Growth 

Perspective 

LGP1 0.896 
0.724 0.878 0.783 

LGP2 0.874 

Leadership Management 

LM1 0.818 

0.812 0.889 0.727 LM4 0.860 

LM5 0.880 

Internal Process 

Perspective 

PP1 0.881 
0.709 0.873 0.775 

PP2 0.880 

Quality Culture 

QC2 0.702 

0.721 0.825 0.541 
QC3 0.742 

QC4 0.769 

QC7 0.729 
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Table 4.9 (Continued) 

Responsiveness 

RE1 0.826 

0.790 0.877 0.704 RE2 0.838 

RE3 0.852 

Social perspective 
SOP1 0.923 

0.750 0.887 0.797 
SOP2 0.861 

Strategic Planning 

SP1 0.829 

0.795 0.867 0.621 
SP2 0.805 

SP3 0.809 

SP4 0.704 

Training 

TR1 0.791 

0.773 0.868 0.688 TR4 0.817 

TR5 0.878 

 
 

4.4.1.3 Convergent Validity 

 

In order to verify the convergent validity on the construct level, Hair et al. (2014) 

suggested using the Average Variance Extracted (AVE) as it has become a 

widespread method. As a rule of thumb, the AVE of each latent construct should be 

higher than 0.50 for establishing adequate convergent validity (Hair et al., 2011; 

Valerie, 2012; Hair et al., 2014). In this study, Table 4.9 above showed that all the 

values of AVE were in the acceptable range between 0.541 and 0.823 indicating an 

adequate convergent validity. Thus, the convergent validity was confirmed in the 

study. 

Construct Items Loadings 
Cronbach's 

Alpha 
CR

a
 AVE

b
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4.4.1.4 Discriminant Validity 

 

To measure the discriminant validity, the study used the cross loadings of the items 

and Fornell-Larcker criterion as suggested by Hair et al. (2014). For examining the 

cross loadings of the indicators, an item‟s outer loading on the related construct 

should be higher than all of its loadings on other constructs. In other words, each 

item should load higher on the construct designed to measure and lower on the other 

constructs (i.e. the cross loadings). Table 4.10 below shows that all items‟ loadings 

were higher than cross loadings indicating verified discriminant validity. 

 

For the Fornell-Larcker criterion, the square root of AVE values should be compared 

with correlations of each latent construct as the requirement to achieve discriminant 

validity. In other words, the square root of each latent construct's AVE should be 

greater than its highest correlation with any other latent construct. This criterion is 

considered as a more conservative method for evaluating discriminant validity (Hair 

et al., 2014). 

 

As shown in Table 4.11, all the square root of the AVE values exceeded the 

correlations of latent construct suggesting that the discriminant validity was 

established in the current study.  
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Table 4.10  

Factor Analysis and Item Loadings 

Construct Items BM CF CI CP FP ID IG ITB ITK ITP LGP LM PP QC RE SOP SP TR 

Benchmarking 

BM1 0.912 0.144 0.302 0.180 0.287 0.313 0.250 0.301 0.035 0.287 0.249 0.320 0.031 0.103 0.437 0.186 0.478 0.555 

BM2 0.924 0.261 0.356 0.176 0.342 0.360 0.343 0.389 0.114 0.306 0.241 0.387 -0.004 0.152 0.441 0.194 0.513 0.562 

BM3 0.886 0.260 0.212 0.149 0.305 0.417 0.282 0.208 0.095 0.289 0.345 0.252 0.123 0.100 0.395 0.105 0.411 0.537 

Customer 

 Focus 

CF1 0.197 0.903 0.439 0.245 0.122 0.296 0.246 0.209 0.142 0.020 0.233 0.563 -0.098 0.417 0.268 0.047 0.543 0.354 

CF3 0.242 0.891 0.366 0.225 0.187 0.360 0.347 0.307 0.233 0.199 0.288 0.385 0.081 0.432 0.279 -0.010 0.468 0.432 

Continuous 

Improvement 

CI1 0.180 0.280 0.731 0.364 0.113 0.297 0.301 0.367 0.293 0.144 0.353 0.341 0.134 0.272 0.293 0.226 0.438 0.379 

CI2 0.294 0.412 0.819 0.161 0.061 0.292 0.312 0.354 0.113 0.236 0.403 0.355 0.149 0.305 0.312 0.249 0.470 0.396 

CI3 0.298 0.388 0.865 0.293 0.217 0.385 0.463 0.373 0.098 0.269 0.380 0.566 0.116 0.264 0.326 0.269 0.620 0.390 

Customer 

Perspective 

CP1 0.206 0.195 0.236 0.905 0.489 0.282 0.191 0.194 0.069 0.351 0.374 0.187 0.210 0.320 0.337 0.071 0.280 0.214 

CP2 0.121 0.278 0.365 0.878 0.328 0.264 0.255 0.244 0.128 0.198 0.292 0.317 0.142 0.415 0.254 0.249 0.351 0.184 

Financial 

Perspective 

FP1 0.223 0.103 0.044 0.294 0.839 0.205 0.181 0.281 0.142 0.337 0.229 0.032 0.231 0.180 0.394 0.083 0.153 0.312 

FP2 0.364 0.187 0.224 0.494 0.915 0.392 0.220 0.340 0.186 0.336 0.351 0.204 0.336 0.352 0.418 0.221 0.293 0.373 

Intelligence 

Dissemination 

ID1 0.394 0.349 0.365 0.191 0.288 0.831 0.514 0.339 0.295 0.379 0.469 0.314 0.166 0.228 0.419 0.042 0.378 0.465 

ID2 0.269 0.364 0.366 0.306 0.259 0.768 0.330 0.253 0.148 0.315 0.305 0.342 0.216 0.213 0.288 0.062 0.421 0.375 

ID4 0.258 0.120 0.210 0.246 0.298 0.772 0.218 0.208 0.180 0.312 0.292 0.199 0.275 0.233 0.229 0.113 0.222 0.357 

Intelligence 

Generation 

IG1 0.268 0.323 0.387 0.229 0.196 0.387 0.820 0.311 0.241 0.423 0.159 0.266 -0.019 0.217 0.338 0.175 0.455 0.273 

IG2 0.338 0.266 0.388 0.209 0.229 0.453 0.884 0.418 0.354 0.576 0.311 0.211 0.098 0.235 0.525 0.230 0.395 0.425 

IG3 0.224 0.268 0.395 0.206 0.170 0.370 0.885 0.200 0.163 0.464 0.276 0.274 0.106 0.187 0.372 0.177 0.423 0.269 

IT Objects 

ITB1 0.244 0.225 0.352 0.210 0.240 0.237 0.238 0.866 0.454 0.567 0.321 0.460 0.051 0.194 0.397 0.261 0.409 0.404 

ITB2 0.252 0.270 0.361 0.242 0.307 0.283 0.385 0.903 0.444 0.520 0.324 0.398 0.005 0.406 0.334 0.264 0.436 0.477 

ITB3 0.374 0.235 0.445 0.166 0.374 0.376 0.305 0.777 0.292 0.510 0.444 0.276 0.158 0.245 0.440 0.120 0.387 0.444 

IT Knowledge 

ITK1 0.073 0.169 0.151 0.130 0.151 0.259 0.305 0.399 0.866 0.308 0.277 0.205 0.104 0.100 0.240 -0.039 0.110 0.279 

ITK2 0.007 0.188 0.181 0.046 0.203 0.192 0.117 0.384 0.826 0.210 0.307 0.180 0.133 0.242 0.198 -0.131 0.068 0.145 

ITK3 0.143 0.177 0.174 0.097 0.137 0.243 0.325 0.425 0.873 0.266 0.277 0.254 0.087 0.182 0.142 0.006 0.152 0.274 
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Table 4.10 (Continued) 

Construct Items BM CF CI CP FP ID IG ITB ITK ITP LGP LM PP QC RE SOP SP TR 

IT Operation 

ITP1 0.159 0.021 0.079 0.275 0.376 0.325 0.417 0.486 0.369 0.825 0.365 0.173 0.278 0.053 0.302 0.090 0.279 0.312 

ITP3 0.129 0.079 0.219 0.249 0.164 0.225 0.407 0.441 0.179 0.765 0.269 0.154 0.164 0.177 0.414 0.230 0.240 0.231 

ITP4 0.484 0.191 0.366 0.222 0.351 0.462 0.535 0.564 0.170 0.793 0.424 0.371 0.179 0.137 0.417 0.283 0.538 0.483 

Learning and 

Growth Perspective 

LGP1 0.224 0.202 0.371 0.335 0.304 0.388 0.260 0.330 0.277 0.427 0.896 0.232 0.521 0.278 0.274 0.109 0.236 0.316 

LGP2 0.317 0.315 0.463 0.330 0.296 0.433 0.257 0.420 0.316 0.361 0.874 0.357 0.261 0.231 0.437 0.224 0.419 0.459 

Leadership and 

Management  

LM1 0.386 0.516 0.463 0.211 0.325 0.419 0.309 0.453 0.350 0.314 0.392 0.818 0.029 0.326 0.367 0.162 0.567 0.525 

LM4 0.269 0.404 0.404 0.271 0.066 0.295 0.222 0.374 0.202 0.225 0.252 0.860 -0.078 0.332 0.203 0.197 0.644 0.367 

LM5 0.244 0.430 0.489 0.230 -0.036 0.206 0.196 0.310 0.069 0.201 0.183 0.880 -0.124 0.243 0.121 0.154 0.612 0.249 

Internal Process 

Perspective 

PP1 0.031 -0.014 0.075 0.217 0.334 0.181 0.065 0.078 0.111 0.266 0.326 -0.092 0.881 0.071 0.092 0.083 -0.005 0.101 

PP2 0.059 -0.008 0.212 0.134 0.247 0.290 0.067 0.060 0.109 0.198 0.463 -0.020 0.880 0.148 0.048 0.107 0.007 0.175 

Quality Culture 

QC2 0.142 0.458 0.276 0.299 0.219 0.305 0.109 0.129 0.137 0.027 0.316 0.266 0.146 0.702 0.058 0.040 0.166 0.112 

QC3 0.035 0.198 0.108 0.203 0.266 0.189 0.157 0.182 0.071 0.117 0.037 0.084 0.083 0.742 0.239 0.056 0.146 0.145 

QC4 0.094 0.351 0.365 0.334 0.231 0.103 0.159 0.338 0.218 0.107 0.300 0.387 0.042 0.769 0.267 0.186 0.288 0.203 

QC7 0.100 0.344 0.214 0.332 0.225 0.245 0.288 0.293 0.134 0.182 0.144 0.242 0.099 0.729 0.349 0.203 0.294 0.321 

Responsiveness 

RE1 0.373 0.290 0.427 0.295 0.355 0.423 0.465 0.469 0.236 0.435 0.423 0.365 0.057 0.262 0.826 0.210 0.455 0.459 

RE2 0.362 0.212 0.277 0.306 0.332 0.267 0.346 0.283 0.068 0.308 0.228 0.099 -0.048 0.211 0.838 0.083 0.260 0.291 

RE3 0.442 0.257 0.251 0.239 0.473 0.324 0.394 0.377 0.249 0.428 0.332 0.212 0.182 0.316 0.852 0.173 0.325 0.533 

Social perspective 
SOP1 0.229 0.083 0.313 0.168 0.218 0.152 0.249 0.267 -0.025 0.250 0.198 0.211 0.110 0.204 0.195 0.923 0.271 0.307 

SOP2 0.074 -0.066 0.228 0.138 0.094 -0.022 0.143 0.184 -0.092 0.184 0.123 0.139 0.080 0.098 0.137 0.861 0.171 0.143 

Strategic Planning 

SP1 0.561 0.413 0.541 0.251 0.312 0.429 0.418 0.485 0.146 0.435 0.380 0.538 0.037 0.240 0.478 0.214 0.829 0.574 

SP2 0.451 0.429 0.443 0.258 0.166 0.371 0.306 0.311 0.049 0.295 0.235 0.703 -0.034 0.268 0.218 0.116 0.805 0.469 

SP3 0.380 0.339 0.603 0.353 0.277 0.325 0.446 0.395 0.183 0.386 0.220 0.519 0.028 0.282 0.337 0.293 0.809 0.440 

SP4 0.204 0.629 0.418 0.246 0.052 0.236 0.372 0.322 0.023 0.272 0.316 0.481 -0.034 0.205 0.276 0.180 0.704 0.301 

Training 

TR1 0.565 0.306 0.180 0.107 0.252 0.339 0.192 0.396 0.270 0.222 0.311 0.366 -0.011 0.255 0.363 0.087 0.394 0.791 

TR4 0.385 0.392 0.513 0.212 0.267 0.459 0.367 0.434 0.100 0.387 0.342 0.450 0.212 0.253 0.351 0.340 0.546 0.817 

TR5 0.574 0.382 0.468 0.227 0.452 0.463 0.366 0.456 0.325 0.449 0.422 0.312 0.168 0.179 0.564 0.209 0.478 0.878 
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Table 4.11 

Correlation and Discriminant Validity 
 BM CF CI CP FP ID IG ITB ITK ITP LGP LM PP QC RE SOP SP TR 

BM 0.907 

                 CF 0.244 0.897 

                CI 0.324 0.450 0.807 

               CP 0.186 0.262 0.333 0.892 

              FP 0.344 0.171 0.167 0.463 0.878 

             ID 0.398 0.364 0.405 0.306 0.354 0.791 

            IG 0.323 0.329 0.451 0.248 0.230 0.469 0.864 

           ITB 0.335 0.286 0.450 0.244 0.357 0.346 0.363 0.850 

          ITK 0.090 0.207 0.196 0.108 0.189 0.272 0.297 0.471 0.855 

         ITP 0.324 0.120 0.273 0.313 0.381 0.428 0.569 0.626 0.308 0.795 

        LGP 0.303 0.289 0.469 0.376 0.339 0.463 0.292 0.422 0.334 0.447 0.885 

       LM 0.356 0.531 0.531 0.278 0.149 0.366 0.288 0.449 0.250 0.293 0.330 0.853 

      PP 0.051 -0.012 0.163 0.199 0.330 0.267 0.075 0.079 0.125 0.264 0.448 -0.064 0.880 

     QC 0.132 0.473 0.345 0.409 0.316 0.283 0.247 0.333 0.201 0.149 0.288 0.355 0.124 0.736 

    RE 0.468 0.305 0.384 0.334 0.462 0.408 0.483 0.455 0.226 0.470 0.398 0.277 0.080 0.315 0.839 

   SOP 0.181 0.021 0.308 0.173 0.184 0.086 0.227 0.258 -0.060 0.247 0.185 0.201 0.108 0.177 0.190 0.893 

  SP 0.518 0.565 0.638 0.351 0.264 0.438 0.489 0.483 0.131 0.444 0.366 0.712 0.001 0.317 0.419 0.254 0.788 

 TR 0.607 0.437 0.479 0.224 0.393 0.511 0.379 0.518 0.275 0.433 0.434 0.454 0.157 0.275 0.516 0.264 0.574 0.829 

BM= Benchmarking; CF= Customer Focus; CI= Continuous Improvement; CP= Customer Perspective; FP= Financial Perspective; ID= Intelligence Dissemination; IG= 

Intelligence Generation; ITB= IT Objects; ITK= IT Knowledge; ITP= IT Operation; LGP= Learning and Growth Perspective; LM= Leadership Management; PP= 

Internal Process Perspective; QC= Quality Culture; RE=Responsiveness; SOP= Social Perspective; SP= Strategic Planning; TR=Training.
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4.4.2 First-order and Second-order constructs 

 

Initially, the differences between the first and the second order measurement models 

should be provided before going further to assess the theoretical and conceptual 

aspect of the second order constructs. According to Hair et al. (2014), a first-order 

construct, also referred as lower-order component, is a sub-dimension of the higher-

order component in a hierarchical component model. The first-order is measured by 

a single dimension comprising of a set of indicators. While the second-order is also 

referred as higher-order component, it consists of two or more lower-order 

components in a reflective or formative way. The second-order constructs are 

measured by two or more dimensions. As shown below in Figure 4.3, Intelligence 

Generation (IG) as a latent construct was measured by a set of measured indicators 

namely IG1, IG2 and IG3.  

 

 
Figure 4.3  

First-order Measurement of Intelligence Generation (IG) 
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In Figure 4.4 below, market orientation (MO) construct was measured indirectly by 

nine items through another layer of latent constructs. Thus, MO is called a second-

order measurement model. The second-order factor structure has two layers of latent 

variables. In this study there were four second-order constructs namely TQM, MO, 

IT capability and MFIs performance. The following subsection provides more 

clarification and justification for using TQM, MO, IT capability and MFIs 

performance as second-order variable models. 

 

Figure 4.4 

Second-order Measurement of Market Orientation (MO)
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4.4.2.1 The Second –order Constructs Establishment  

 

As discussed in the previous section, the first-order construct refers to the link 

between the indicators and its dimensions, while the second order construct refers to 

the link between the dimensions and the latent construct. 

 

In this study, there are four second-order latent constructs namely, TQM, MO, IT 

capability and MFIs performance. It is essential to examine whether the first order 

constructs were qualified to be conceptually explained by the respective second-

order construct before proceeding to assess the research model. Thus, the first-order 

constructs should be explained well by the hypothesized second-order construct and 

they should be distinct (Byrne, 2010). 

 

For TQM construct, the seven first-order constructs namely leadership management, 

customer focus, strategic planning, training, continuous improvement, benchmarking 

and quality culture are explained well by TQM construct since R-square were ranged 

within 0.166 and 0.741 as shown in Table 4.12. Furthermore, Table 4.11 showed that 

these constructs were confirmed to be distinct using the criterion suggested by 

Fornell and Larcker (1981). Hence, it can be concluded that these constructs were 

conceptually explained by the second-order construct. 
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Table 4.12 

T-value and Significance of the Second-order  

Second-order 

Construct 

First-order 

 Construct  

Path 

Coefficient 

Standard 

Error  

T- 

statistics  

P- 

values 

R- 

square 

Total Quality 

Management 

Benchmarking 0.627 0.063 9.986 0.000 0.393 

Customer Focus 0.691 0.059 11.617 0.000 0.477 

Continuous Improvement 0.738 0.057 13.036 0.000 0.545 

Leadership Management 0.787 0.052 15.005 0.000 0.620 

Quality Culture 0.538 0.068 7.958 0.000 0.290 

Strategic Planning 0.861 0.027 31.576 0.000 0.741 

Training 0.764 0.041 18.605 0.000 0.583 

Market 

Orientation  

Intelligence Dissemination 0.765 0.052 14.791 0.000 0.585 

Intelligence Generation 0.833 0.033 25.179 0.000 0.693 

Responsiveness 0.787 0.041 19.002 0.000 0.619 

Information 

Technology 

capability 

IT Object 0.882 0.020 43.219 0.000 0.778 

IT Knowledge 0.692 0.062 11.145 0.000 0.479 

IT Operation 0.822 0.030 27.550 0.000 0.676 

MFIs 

Performance 

Customer Perspective 0.707 0.063 11.218 0.000 0.499 

Financial Perspective 0.734 0.046 16.024 0.000 0.539 

Learning and Growth 

Perspective 
0.755 0.051 14.899 0.000 0.571 

Internal Process Perspective 0.630 0.086 7.358 0.000 0.397 

Social Perspective 0.407 0.139 2.939 0.002 0.166 

 

Similarly, MO construct was hypothesized to be measured through three first-order 

constructs namely, intelligence generation, intelligence dissemination, and 

responsiveness. These constructs were explained well by the construct as shown by 

the R-square values ranging between 0.585and 0.693. Moreover, the results of the 

discriminant analysis illustrated in Table 5.11 confirmed that these constructs are 

correlated. Thus, MO as a second-order construct was explained by the three 

hypothesized first-order constructs. 

 

Likewise, IT capability construct was hypothesized to be measured through three 

first-order constructs namely, IT knowledge, IT object, IT Operation. These 

constructs were explained well by the construct as shown by the R-square values 
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ranging between 0.479 and 0.778. The results of discriminant analysis also shown in 

Table 5.11 confirmed that these constructs are correlated. Consequently, MO as a 

second-order construct was explained by the three hypothesized first-order 

constructs. 

 

Finally, the MFIs performance construct was hypothesized to be measured through 

five first-order constructs namely financial perspective, customer perspective, 

internal process perspective, learning and growth perspective, and social perspective. 

These constructs were explained well by the construct as shown by the values of the 

R-square that ranged between 0.166 and 0.571 respectively. In addition to that, the 

discriminant results in Table 4.11 showed that MFIs performance was confirmed as 

each one of these constructs were distinct. Therefore, the second-order nature of 

MFIs performance was met. 

 

In conclusion, the measurement model of the present study was examined by several 

tests such as indicator reliability, internal consistency test, convergent validity and 

discriminant validity. The main purpose for conducting all these tests was to ensure 

that the measurement model was valid and reliable before proceeding further to test 

the hypotheses. The results of all the tests confirmed that the research model was 

valid and reliable. 

  

4.4.3 Structural Model Evaluation 

 

After evaluating and analysing the measurement model, the next step in the PLS path 

modelling analysis was to test the structural model (inner model). To do so, there are 
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several requirements, including (R²) values, effect size (f
2
) and the predictive 

relevance of the model recommended by Straub et al. (2004), Lewis et al. (2005), 

Henseler et al. (2009), Urbach and Ahlemann, 2010; Hair et al., 2012 and Hair et al. 

(2014). In addition, the Goodness of Fit (GoF) proposed by Tenenhaus et al. (2005) 

was included in the structure model evaluation for diagnostic purpose, which is not a 

formal criterion, as suggested by Wetzels, Odekerken-Schroder and Oppen (2009). 

Finally, the bootstrapping was run to test the significance level of the hypothesized 

relationships in the study model. 

 

4.4.3.1 R-square (R²) 

 

The R² criterion was considered to be an essential requirement for evaluating the 

structural model in PLS-SEM (Hair et al, 2011; Hair et al., 2012). The R-square 

value reflects the amount of variance in the dependent variable in question that can 

be explained by one or more predictor variables (Hair et al., 2010). According to 

Hair et al. (2014), there is no rule of thumb for the acceptable level value of R² as it 

depends mainly on the research context and model complexity, so that there are 

many criteria suggested to be used when evaluating the R² values. For example, Falk 

and Miller (1992) suggested a cut-off point of 0.10 value for R² as a minimum 

acceptable level. Meanwhile, Cohen (1988) recommended that R-square values of 

0.26, 0.13 and 0.02 for the endogenous constructs can be interpreted as substantial, 

moderate, and weak respectively. While Chin (1998a) stated that the R
2
 values equal 

or more than 0.67 represents substantial, 0.33 represents moderate, and 0.19 

represents weak. In general, the R
2
 values of 0.75, 0.50 and 0.025 can be interpreted 

as substantial, moderate, and weak respectively (Hair et al., 2014). 
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Based on the R-square values of the two endogenous latent variables (i.e., MFIs 

performance and IT capability) presented in Figure 4.5, it was obvious that the 

research model explains 36% of the total variance in MFIs performance and 39% of 

the total variance in IT capability. This indicates that the three sets of exogenous 

latent variables (i.e., TQM, MO and IT capability) jointly explain 36% of the 

variance of MFIs performance. In addition, the two sets of exogenous latent 

variables (i.e., TQM and MO) jointly explain 39% of the variance in IT capability. 

Therefore, in this study the two endogenous latent variables showed acceptable 

levels of R-square values based on the criterion of Falk and Miller (1992). Moreover, 

the R-square values of the two endogenous latent variables were also in the 

acceptable levels in the substantial, moderate and weak range based on the criteria of 

Cohen (1988), Chin (1998a) and Hair et al. (2014) respectively.  
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Figure 4.5 

Items Loading, Path Coefficient and R
2
 Value
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4.4.3.2 Effect Size (F²)  

 

It is advantageous to dictate the effect sizes of particular latent variables‟ influence 

on the dependent variables by utilizing the effect size (f²) analysis which is 

complementary to R² (Chin, 2010). The effect size (f²) can be determined using the 

formula suggested by Cohen (1988) as follows: 

                  
         

           
 

           
             (1) 

Where R² included is the R-square obtained on the endogenous latent variable when 

the predictor exogenous latent variable is used in the structural model. While R² 

excluded is the R-square obtained on the endogenous latent variable when the 

predictor exogenous latent variable is not used in the structural model. According to 

the recommendation of Cohen (1988), the f² values of 0.02, 0.15 and 0.35 represents 

small, medium and large effects in the structural model respectively. 

 

As illustrated in Table 4.13 below, the effect sizes for the total quality management, 

market orientation and IT capability were 0.044, 0.063 and 0.051 respectively. 

Therefore, the effect sizes of all these three exogenous latent variables on MFIs 

Performance can be described as small based on the guideline of Cohen (1988).  
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Table 4.13  

The Effect Size of the MFIs Performance and the Interaction Term 

Construct 
R² 

included 

R² 

excluded 

R² included - R² 

excluded 

1- R² 

included 

Effect 

Size 
Result 

Total Quality Management 0.363 0.334 0.028 0.637 0.044 Small 

Market Orientation 0.363 0.323 0.040 0.637 0.063 Small 

IT capability 0.363 0.330 0.032 0.637 0.051 Small 

 

Moreover, Table 4.14 also showed the effect size values for total quality 

management and market orientation as 0.058 and 0.167 respectively. In a similar 

way, the results indicated that the effect sizes of these two exogenous latent variables 

on Information Technology Capability can be described as small and medium 

respectively based on the guideline of Cohen (1988). 

 

Table 4.14 

The Effect Size of the IT Capability and the Interaction Term 

Construct 
R² 

included 

R² 

excluded 

R² included - 

R² excluded 

1- R² 

included 

Effect 

Size 
Result 

Total Quality Management 0.392 0.357 0.035 0.608 0.058 Small 

Market Orientation 0.392 0.290 0.102 0.608 0.167 Medium 

 

4.4.3.3 Predictive Relevance of the Model (Q
2
) 

 

In addition to assessing the R² as a criterion to predict the model accuracy, the 

predictive relevance (Q
2
) should be examined by researchers (Hair et al., 2014). 

Blindfolding procedure is designed to remove certain amounts of the data and 

consider them as missing values to estimate the model parameters. Then, the 

estimated parameters are utilized to reconstruct the raw data that are supposed 

missing previously. However, it is stated that the blindfolding procedure was only 

applied to endogenous latent variables that have a reflective measurement model 
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specification (Henseler et al., 2009; Hair et al., 2011; Hair et al., 2014). In this study, 

therefore, a blindfolding procedure was employed to the endogenous latent variables 

since all endogenous latent variables of the study were reflective in nature. 

 

Specifically, there are two different measures of the predictive relevance (Q
2
) 

namely cross validated redundancy and cross validated communality (Hair et al., 

2014). However, it is recommended to utilize the cross-validated redundancy 

because it includes both structural model and the measurement models for data 

prediction, which unlike cross validated communality that includes only the 

measurement model, which fits the PLS-SEM approach perfectly (Hair et al., 2011; 

Hair et al., 2014). According to Fornell and Cha (1994), Hair et al. (2011) and Hair 

et al. (2014), a research model with the cross redundancy value higher than zero is 

interpreted to have predictive relevance, otherwise, the research model the predictive 

relevance of the model cannot be confirmed. As shown in Table 4.15, the cross-

validated redundancy values of MFIs Performance and IT capability were 0.105 and 

0.157 respectively. Therefore, all the cross redundancy values of the two endogenous 

variables of the study were more than zero, which suggested an adequate predictive 

relevance of the study model.  

 

  



  

197 

 

Table 4.15 

The Predictive Relevance of the Endogenous Construct 

Endogenous Construct R-square 

Cross validated 

Redundancy 

Cross validated 

Communality 

Microfinance Institutions Performance 0.363 0.105 0.064 

Information Technology Capability 0.392 0.157 0.104 

 

 

4.4.3.4 Goodness of Fit (GoF) of the Model 

 

PLS Structural Equation Modeling has only a single measure goodness of fit (i.e., the 

GoF index) which has been proposed by Tenenhaus et al. (2005). A global fit 

measure (GoF) for PLS path modeling can be defined as the geometric mean of the 

average communality and average R
2
 for the endogenous constructs. The main 

purpose of the goodness of fit measure is to explain the variance extracted by both 

the measurement model and structure model (Chin, 2010). The GoF can be 

calculated by the following formula 

    √   ̅̅̅̅      ̅̅ ̅̅ ̅̅ ̅       (2)  

In this study, the GoF value of the model was 0.521 which had been obtained as 

follows:  

    √                        (3)   

To compare the GoF value of this study with the threshold values of GoF proposed 

by Wetzels et al. (2009) (0.1 represents small, 0.25 represents medium, 0.36 
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represents large), it can be concluded that the model‟s GoF was large suggesting an 

adequate of the global PLS model validity.  

 

4.4.3.5 Path Coefficients Testing 

 

After the measurement model and structural model were confirmed to be reliable and 

valid, the next step in PLS-SEM path modeling was to test the hypothesized 

relationships. To do so, this study utilized the PLS algorithm and the standard 

bootstrapping procedure with a number of 5000 bootstrap samples and 125 cases to 

examine the path coefficients significance (Hair et al., 2014; Hair et al., 2011; Hair 

et al., 2012; Henseler et al., 2009). Table 4.16 and Figure 4.6 show the path 

coefficient values and the bootstrapping results explaining the hypothesized 

relationships among the study variables. 

 

Based on the results presented in Figure 4.6 and Table 4.16, it was obvious that the 

proposed relationship between TQM and MFIs performance was positively 

significant (β = 0.227, t =1.932, p <0.05), hence the hypothesis (H1) was supported. 

In respect to the dimensions of TQM, the obtained results were mixed. Training (β = 

0.285, t =2.842, p <0.01), continuous improvement (β = 0.210, t =1.950, p <0.05) 

and quality culture (β = 0.327, t =3.070, p <0.01) had a positive and significant effect 

on Microfinance Institutions Performance supporting H1d, H1e and H1g 

respectively. On the contrary, leadership management (β= -0.046, t=0.442, p>0.1), 

strategic planning (β = 0.064, t =0.445, p >0.1) and benchmarking (β = 0.079, t 

=0.834, p >0.1) had no significant effect on MFIs performance. While, customer 

focus (β = -0.151, t =1.536, p <0.1) had a significant negative effect on MFIs 
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performance. Therefore, the hypotheses proposed in H1a, H1c, H1f and H1b were 

not supported.  

 

Table 4.16 

The Results of Hypotheses Testing 

No. Hypo. Hypothesis 

Path 

Coefficient 

T- 

value 

P-

value 

Decision 

1 H1 TQM -> MFIs Performance 0.227** 1.932 0.027 Supported 

2 H1a LM -> MFIs Performance -0.046 0.442 0.329 Not supported 

3 H1b CF -> MFIs Performance -0.151* 1.536 0.062 Not supported 

4 H1c SP -> MFIs Performance 0.064 0.445 0.328 Not supported 

5 H1d TR -> MFIs Performance 0.285*** 2.842 0.002 Supported 

6 H1e CI -> MFIs Performance 0.210** 1.950 0.026 Supported 

7 H1f BM -> MFIs Performance 0.079 0.834 0.202 Not supported 

8 H1g QC -> MFIs Performance 0.327*** 3.070 0.001 Supported 

9 H2 MO -> MFIs Performance 0.244** 2.133 0.017 Supported 

10 H2a IG -> MFIs Performance 0.015 0.177 0.430 Not supported 

11 H2b ID -> MFIs Performance 0.340*** 3.596 0.000 Supported 

12 H2c RE -> MFIs Performance 0.331*** 4.465 0.000 Supported 

13 H3 IT cap -> MFIs Performance 0.232** 1.974 0.024 Supported 

14 H4 TQM -> IT capability 0.253** 2.099 0.018 Supported 

15 H5 MO -> IT capability 0.429*** 3.890 0.000 Supported 

Note: ***: p<0.01; **: p<0.05; *: p<0.1.  
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Figure 4.6 

PLS Bootstrapping results of the Model
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In addition to that, the effect of MO on the MFIs performance was tested as a single 

dimension and multidimensional. More precisely, MO (β = 0.244, t =2.133, p <0.05) 

had a positive and significant effect on MFIs performance which supported H2. In 

regard to the dimensions of MO, intelligence generation (β = 0.015, t =0.177, p >0.1) 

was not significantly associated with MFIs performance, hence, H2a was not 

supported. On the contrary, intelligence dissemination (β = 0.340, t =3.596, p <0.01) 

and responsiveness (β = 0.331, t =4.465, p <0.01) had strongly positive and 

significant effect on MFIs performance supporting H2b and H2c respectively.  

 

On the other hand, the effect of IT capability on MFIs performance was positively 

significant (β = 0.232, t =1.974, p <0.05) which supported H3. Moreover, the effect 

of TQM (β = 0.253, t =2.099, p <0.05) had a positive and significant effect on IT 

capability which supported H4. Finally, MO (β = 0.429, t = 3.890, p <0.01) had 

strongly positive and significant effect on IT Capability. Hence, the proposed 

hypothesis H5 was supported.  

 

In conclusion, the bootstrapping results confirmed that the effect of all the three 

latent variables (i.e., single constructs) namely TQM, MO and IT capability on MFIs 

performance were found to be statistically significant at the 0.05 significance level. 

Furthermore, the results showed that the effect of all the two latent variables (i.e., 

single constructs) namely, TQM and MO on IT capability were also statistically 

significant at the 0.05 and 0.01 significance levels respectively. In addition to that, 

this study tested the dimensions of the latent variables such as TQM and MO with 

MFIs performance in order to obtain a deeper understanding of the issues tackled in 

this study. Among the dimensions of TQM, only three dimensions, namely trainings, 
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continuous improvement and quality culture were found to be positive and 

significantly associated with MFIs performance at the 0.01, 0.05 and 0.01 

significance levels respectively. Further, the other four dimensions, namely 

leadership management, strategic planning and benchmarking were not significant, 

while customer focus was negatively significant. In regard to the dimensions of MO, 

two dimensions of MO namely intelligence dissemination and responsiveness were 

positively and significantly confirmed at 0.001 significance level. The third one, 

intelligence generation, was found to be not significant at all.  

 

4.4.3.6 The Mediating Relationships Testing 

 

Mediation testing was employed to find out whether there is a mediating effect (or 

indirect effect) of an independent variable X on a dependent variable Y through a 

mediator variable M as shown in Figure 4.7 presented by Hayes and Preacher 

(2014). Where “a” is the path from the independent variable X to the mediator M, 

“b” is the path from the mediator M to the dependent variable Y, the “c” is the path 

from the independent variable X to the dependent variable Y in the absence of the 

mediator M and “c`” the path from the independent variable X to the dependent 

variable Y in the existence if the mediator M.  
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Figure 4.7 
Simple Mediation Model  
Source: Hayes and Preacher (2014) 
 

According to Preacher and Hayes (2008), there are many methods used for testing 

mediation in multivariate analysis consisting of simple methods such as the causal 

step method (Baron & Kenny, 1986) or the Sobel test (Sobel, 1982) and more recent 

methods which involves fewer unrealistic statistical assumptions, such as the product 

of coefficients method (MacKinnon, Lockwood, & Williams, 2004); and re-sampling 

methods such as bootstrapping method (MacKinnon et al., 2004). However, the 

causal step approach of Baron and Kenny neither quantifies the size of the indirect 

effect, nor requires any inferential test about it (Hayes, 2013), while Sobel does not 

hold for the indirect effect because the product of the indirect effect is not normally 

distributed and the test requires unstandardized path coefficients and lacks the 

statistical power particularly when applied to small sample size (Hair et al., 2014). 

Furthermore, the product of coefficients method also relies on the assumption of 

normally distributed sampling of the indirect effect and the standard error formula 

where there are several formulas which there is no clear criteria to prefer one on the 

other in a given situation (Hayes et al., 2011). 

X Y 

a 

c
- 

c 

b 

M 

X Y 
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Thus, this study used the bootstrapping method in investigating the mediating effects 

because it is more powerful and accurate than other methods (Zhao, Lynch, & Chen; 

2010; Hayes et al., 2011; Hayes, 2013; Hair et al., 2014). Specifically, the 

bootstrapping method with 5000 samples and 95% confidence intervals (CI) were 

utilized in estimating the indirect effects under the study following the Preachers and 

Hayes (2008) strategy as recommended by Zhao et al. (2010), Hayes et al. (2011), 

Hayes (2013) and Hair et al. (2014). The outputs of PLS provide the CI values of the 

indirect effect a*b, and when a 95% CI excludes zero, there is evidence of an 

indirect effect linking X and Y via mediator with 95% confidence and then the 

mediation is established. According to Preachers and Hayes (2008) strategy, the 

effect of the independent variable X on the dependent variable in the absence of the 

mediator M “c`” path is not a necessary requirement for mediation. The mediation 

strength should be tested by the significance of the indirect effect paths a*b, and not 

by the insignificant direct effect of path c (Zhao et al., 2010; Hayes, 2013). 

 

In addition, the criterion suggested by Zhao et al. (2010) is employed to determine 

the type of mediation whether the mediation is full or partial. According to Zhao et 

al. (2010), the indirect effect “a*b” must be significant as the necessary condition for 

mediation and when the path c
- 
is not significant, there is a full mediation. However, 

when the entire path a, b and c
- 
have similar signs, there is a complementary partial 

mediation and when the path a, b and c
- 
have different signs, there is a competitive 

partial mediation. Figure 4.8: shows the criteria of identifying mediation type.  
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Figure 4.8  
Criteria of Identifying Mediation Type  
Source: Zhao et al. (2010) 
 

Based on the study model, the mediating effect of IT capability was proposed as 

mediator on the relationship between both TQM and MO and MFIs performance. 

Specifically, the mediation tests were conducted to find whether IT capability 

mediates the relationship between TQM (LM, CF, SP, TR, CI, BM and QC) and MO 

(IG, ID and RE) on the performance of MFIs. The results of mediation tests are 

presented in the following sections. 

 

First, the results of bootstrapping regarding the mediating effect of IT capability on 

the link between total quality management (TQM) and MFIs performance are 

presented in Table 4.17. These results show that the confidence interval of the 

indirect effect of TQM on the performance of MFIs (β =0.059, 95% CI= 0.010 to 
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0.131) does not include zero indicating that IT capability significantly mediates the 

relationship between TQM and MFIs performance. The results also show that the 

direct effect c
- was significant and the signs of the paths a, b and c

-
 were positive 

which indicate that IT capability is a partial mediator (complementary) on the 

relationship between TQM and MFIs performance. Thus, it can be concluded that 

hypothesis 6 is supported.  

 
 

 

The results also reveal that the confidence interval of the indirect effects of 

leadership management (β =0.055, 95% CI= 0.011 to 0.105), customer focus (β =-

0.043, 95% CI= -0.081 to -0.002) and training (β =0.105, 95% CI= 0.033 to 0.175) 

on the performance of MFIs do not include zero, indicating that the IT capability is a 

significant mediator on the relationship between these variables and MFIs 

performance. The direct effect c- of the three variables were not significant, 

indicating that IT capability is a full mediator between leadership management, 

Table 4.17:  

The Results of the Mediating Role of IT Capability between TQM and Performance 

H 

no. 
Variables  A B c

-
 

Point 

estimate 

Indirect Effect 

95% CI Decision 

Lower Upper 

H6 
Total Quality 

Management 
0.253** 0.232** 0.227** 0.059 0.010 0.131 

Partial Mediation 

“Complementary” 

H6a Leadership 

Management 
0.194** 0.283*** -0.117 0.055 0.011 0.105 Full mediation 

H6b Customer 

Focus 
-0.152* 0.283*** -0.088 -0.043 -0.081 -0.002 Full Mediation 

H6c Strategic 

Planning 
0.150 0.283*** 0.024 0.042 -0.004 0.104 No Mediation 

H6d 
Training 0.372*** 0.283*** 0.168 0.105 0.033 0.175 Full mediation 

H6e Continuous 

Improvement 
0.050 0.283*** 0.206** 0.014 -0.017 0.056 No mediation 

H6f 
Benchmarking -0.059 0.283*** 0.096 -0.017 -0.050 0.021 No mediation 

H6g Quality 

Culture 
0.143* 0.283*** 0.275*** 0.040 0.005 0.085 

Partial Mediation 

“Complementary” 

Note: ***: p<0.01; **: p<0.05; *: p<0.1. Lower and upper levels of 95% confidence interval.  
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customer focus and training and the performance of MFIs. Thus, hypotheses H6a, 

H6b and H6d are also supported.  

 

However, the results show that the confidence interval of the indirect effect of 

quality culture on the MFIs performance (β =0.040, 95% CI= 0.005 to 0.085) does 

not include zero, the direct path c
- 
was significant and the signs of a, b and c

-
 were 

positive indicating that IT capability has a partial mediation (complementary) effect 

on the relationship between quality culture and MFIs performance. Thus, hypothesis 

H6g is also supported. On the other hand, the results reveal that the confidence 

interval of the indirect effects of strategic planning (β =0.042, 95% CI= -0.004 to 

0.104), continuous improvement (β =0.014, 95% CI= -0.017 to 0.056) and (β =-

0.017, 95% CI= -0.050 to 0.021) benchmarking on the performance of MFIs include 

zero indicating that IT capability is not confirmed to be a mediator on the 

relationship between these variables and MFIs performance. Thus, it can be 

concluded that hypotheses H6c, H6e and H6f are not supported.  

 

Second, the results of bootstrapping regarding the mediating effect of IT capability 

on the between market orientation (MO) and MFIs performance are presented in 

Table 5.18. Similarly, the results show that the confidence interval of the MO 

indirect effect on the MFIs performance (β =0.100, 95% CI= 0.033 to 0.177) does 

not include zero indicating that IT capability significantly mediates the relationship 

between MO and MFIs performance. The results also show that the direct effect c- 

was significant and the signs of the paths a, b and c
-
 were positive which indicates 

that IT capability is a partial mediator (complementary) on the relationship between 

MO and MFIs performance supporting hypothesis 7.  
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Furthermore, the results show that the confidence interval of the intelligence 

generation indirect on the MFIs performance (β =0.091, 95% CI= 0.043 to 0.139) 

does not include zero confirming that IT capability is a significant mediator on the 

mentioned relationship. The direct effect c
-
 was not significant, meaning that IT 

capability is a full mediator on the relationship between intelligence generation and 

MFIs performance. Thus, it can be concluded that hypothesis H7a is supported. 

  

The results in Table 4.18 also reveal that the confidence interval of the intelligence 

dissemination indirect effect (β=0.050, 95% CI= 0.013 to 0.096) and the confidence 

interval of responsiveness (β =0.083, 95% CI= 0.032 to 0.151) on the performance of 

MFIs do not include zero, indicating that IT capability mediates the relationship 

between these variables and MFIs performance. The direct path c
-
 of these variables 

was significant meaning that IT capability is a partial mediator (complementary) on 

these relationships. Thus, hypotheses H7b and H7c are supported.  

 

Table 4.18 

The Results of the Mediating Role of IT Capability between MO and Performance  

H 

no. 
Variables  a b c

-
 

Point 

estimate 

 

Indirect effect 

95% CI 
Decision 

Lower Upper 

H7 
Market 

Orientation 
0.429*** 0.232** 0.244** 0.100 0.033 0.177 

Partial  Mediation 

“Complementary” 

H7a 
Intelligence 

Generation 
0.307*** 0.295*** -0.084 0.091 0.043 0.139 

Full  

Mediation 

H7b 
Intelligence 

Dissemination 
0.170** 0.295*** 0.289*** 0.050 0.013 0.096 

Partial  Mediation 

“Complementary” 

H7c Responsiveness 0.280*** 0.295*** 0.251*** 0.083 0.032 0.151 
Partial  Mediation 

“Complementary” 

Note: ***: p<0.01; **: p<0.05; *: p<0.1. Lower and upper levels of 95% confidence interval. 
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In conclusion, this study used the bootstrapping method with minimum of 5000 

bootstrap samples and 95% confidence interval values in testing the mediating role 

of IT capability on the link between both TQM and MO and MFIs performance. The 

results confirmed that IT capability was a significant mediator on the majority of 

hypothesized relationships.  

  

5.4.3.7 Additional Analysis of the Mediating Effect of MO on the Link between 

TQM and MFIs Performance 

 

As shown earlier in Table 4.16, the results showed that not all of the total quality 

management (TQM) practices were confirmed to have direct effect on the MFIs 

performance. Furthermore, the mediating effect of IT capability results presented in 

Table 5.17 also did not show that IT capability mediates the relationship between all 

the practices of TQM and MFIs performance. Thus, this study carried out additional 

analysis to get new insights to investigate whether market orientation (MO) mediates 

significantly the relationship between TQM (as a composite variable and 

multidimensional variable) and the MFIs performance. Literature review supports 

this analysis as both TQM and MO complement each other to meet the customer 

needs and satisfaction (Wang et al., 2012). Furthermore, the mediating effect of MO 

on the link between TQM and organization performance is limited, particularly in 

the context of microfinance sector. Thus, the research framework of the study 

provides a good opportunity to test the following eight additional hypotheses: 

 

Hypothesis 28 (H8): Market Orientation mediates significantly the relationship 

between Total Quality Management and the MFIs 

performance.  
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Hypothesis 29 (H8a): Market Orientation mediates significantly the relationship 

between Leadership management and the MFIs performance  

Hypothesis 30 (H8b): Market Orientation mediates significantly the relationship 

between Customer focus and the MFIs performance. 

Hypothesis 31 (H8c): Market Orientation mediates significantly the relationship 

between Strategic planning and the MFIs performance  

Hypothesis 32 (H8d): Market Orientation mediates significantly the relationship 

between Training and the MFIs performance.  

Hypothesis 33 (H8e): Market Orientation mediates significantly the relationship 

between Continuous Improvement and the MFIs 

performance.  

Hypothesis 34 (H8f): Market Orientation mediates significantly the relationship 

between Benchmarking and the MFIs performance.  

 Hypothesis 35 (H8g): Market Orientation mediates significantly the relationship 

between Quality culture and the MFIs performance. 

 

Table 4.19 shows the results of bootstrapping regarding the mediating effect of 

market orientation (MO) on the relationship between total quality management 

(TQM) and MFIs performance. The results show that the confidence interval of the 

indirect of TQM on the performance of MFIs (β =0.229, 95% CI= 0.097 to 0.350) 

does not zero indicating that MO significantly mediates the relationship between 

TQM and the MFIs performance. The results also show that the direct effect c- was 
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significant and the signs of the paths a, b and c- were positive which indicate that 

MO is a partial mediator (complementary) on the relationship between TQM and the 

MFIs performance supporting the additional hypothesis 8. 

 

 

In addition, the results show that the confidence interval of the indirect of strategic 

planning (β =0.063, 95% CI= 0.008 to 0.133) and benchmarking (β =0.053, 95% CI= 

0.002 to 0.114) does not include zero meaning that MO significantly mediates the 

relationship between both strategic planning and benchmarking and the MFIs 

performance. The direct effect of both variables c
- 
was not significant indicating that 

MO is a full mediator on the mentioned relationships. Thus, hypothesis 8c and 

hypothesis 8f are supported. 

 

Table 4.19:  

The Results of the Mediating Role of MO between TQM and Performance 

H 

No. 
Variables A B c

- Point 

estimate 

Indirect Effect 

95% CI Decision 

Lower Upper 

H8 
Total Quality 

Management 
0.666*** 0.344*** 0.286*** 0.229 0.097 0.350 

Partial  Mediation 

“Complementary” 

H8a 
Leadership 

Management 
-0.105 0.291*** -0.013 -0.031 -0.083 0.023 

No  

Mediation 

H8b 
Customer 

Focus 
0.057 0.291*** -0.159 0.016 -0.024 0.067 

No  

Mediation 

H8c 
Strategic 

Planning 
0.215** 0.291*** -0.004 0.063 0.008 0.133 Full mediation 

H8d Training 0.253*** 0.291*** 0.199** 0.074 0.007 0.143 
Partial  Mediation 

“Complementary” 

H8e 
Continuous 

Improvement 
0.170** 0.291*** 0.175* 0.049 0.003 0.114 

Partial Mediation 

“Complementary” 

H8f Benchmarking 0.183** 0.291*** 0.029 0.053 0.002 0.114 
Full 

 mediation 

H8g 
Quality 

Culture 
0.158* 0.291*** 0.267*** 0.046 -0.006 0.097 

No  

Mediation 

Note: ***: p<0.01; **: p<0.05; *: p<0.1. Lower and upper levels of 95% confidence interval. 
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The results in Table 4.19 also shows that the indirect effect of training (β =0.074, 

95% CI= 0.007 to 0.143) and continuous improvement (β =0.049, 95% CI= 0.003 to 

0.114) does not include zero which proves that MO significantly mediates the 

relationship between both training and continuous improvement and the MFIs 

performance. The direct effect of both variables c
- 
was significant and the signs of 

the path a, b and c
- 

are positive, indicating that MO is a partial (complementary) 

mediator of the mentioned relationships. Thus, hypothesis 8d and hypothesis 8d are 

supported.  

 

On the contrary, the results in Table 5.19 show that the indirect effect of leadership 

management (β =-0.031, 95% CI= -0.083 to 0.023), customer focus (β =0.016, 95% 

CI= -0.024 to 0.067) and quality culture (β =0.046, 95% CI= -0.006 to 0.097) 

include zero in the confidence intervals of these variables. This indicates that MO 

does play any mediating role on the relationships between these variables and the 

MFIs performance. Thus, hypothesis 8a, hypothesis 8b and hypothesis 8g are not 

supported. The next section summarizes the findings of the study. 

 

4.5 Summary of the Findings 

 

Having presented all the findings, including the direct effects and mediating effects 

in the previous section, Table 4.20 shows a summary of the results related to all 

hypotheses tested.  
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Table 4.20  

Summary of the Results 

 

Variables 

Direct effect with 

MFIs performance 

Direct effect 

with IT 

capability 

Mediating effect 

via IT capability 

Mediating effect 

via MO 

Hyp. no. Result Hyp. no Result Hyp. no Result Hyp. no Result 

Total Quality 

Management 
H1 √ H4 √ H6 √ H8 √ 

Leadership 

Management 
 H1a X   H6a √ H8a X 

Customer Focus  H1b X   H6b √ H8b X 

Strategic 

Planning 
H1c X   H6c X H8c √ 

Training  H1d √   H6d √ H8d √ 

Continuous 

Improvement 
H1e √   H6e X H8e √ 

Benchmarking H1f X   H6f √ H8f √ 

Quality Culture H1g √   H6g √ H8g X 

Market 

Orientation 
H2 √ H5 √ H7 √   

Intelligence 

Generation 
 H2a X   H7a √   

Intelligence 

Dissemination 
H2b √   H7b √   

Responsiveness H2c √   H7c √   

IT capability H3 √       

Note: Total hypotheses= 35, Supported= 25, Not supported=10.  
 

4.6 Summary 

 

In this chapter, the results of the study were presented. At the beginning, the survey 

response, the data screening and preliminary analysis were established using SPSS. 

Then, the results of the measurement model, structural model, direct hypotheses 

testing and mediating relationships testing were obtained using PLS path modelling. 

Finally, the summary of findings was presented which showed that while the results 

of the study supported some the hypotheses, they did not support other ones. More 
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specifically, ten out of fifteen direct hypotheses were confirmed to be significant, 

while five hypotheses were not supported. Furthermore, fifteen out of twenty 

mediating relationships hypotheses were supported while the other five were not 

supported. 
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CHAPTER FIVE 

DISCUSSION AND CONCLUSION 

 

5.1 Introduction 

 

This chapter begins with the summary of the study, highlighting the research issues, 

the study motivation, the research design and the statistical analysis technique 

utilized in the study. It also discusses the findings and elaborates the contributions 

made by the study. The last section presents the limitations of the study and explains 

how these limitations provide the opportunities for future research.  

 

As mentioned in chapter one, the motivation of this study came from the practical 

issues related to the performance of the microfinance institutions (MFIs), in the 

context of the least developed countries, particularly in Yemen. This leads to the 

theoretical gaps found in the pertinent literature in connection with the MFIs 

performance, in specific. The significant role of microfinance, as an effective tool to 

alleviate poverty and to develop the economy of a country, is another motivator. The 

outcomes of the study have provided a roadmap and the milestones for microfinance 

stakeholders through identifying the most significant drivers of the MFIs 

performance.  

 

Based on the intensive literature review, this study has developed a theoretical model 

that produces testable relationships among the constructs of the study for the 

microfinance sector. These constructs include the total quality management (TQM), 

market orientation (MO), information technology (IT) capability and the MFIs 
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performance. The theoretical model verifies the effect of TQM practices and MO 

variables on the MFIs performance, and confirms on the mediating effect of IT 

capability. The examination of these relationships, within the structural model of the 

study, is grounded and underpinned by the resource-based view (RBV) theory. It is 

supported by other two theories, namely the dynamic capabilities theory and the 

complementarity theory.  

 

Overall, this study, in the opinion of the researcher, had successfully provided the 

empirical evidence concerning the key drivers of the MFIs performance, answering 

the following research questions; (1) what is the effect of TQM on the MFIs 

performance?, (2) what is the effect of MO on the MFIs performance?, (3) what is 

the effect of IT capability on the MFIs performance?, (4) what is the effect of TQM 

on IT capability?, (5) what is the effect of MO on IT capability?, (6) does IT 

capability mediate the relationship between TQM and the MFIs performance and (7) 

does IT capability mediate the relationship between MO and the MFIs performance? 

 

As expected, the data collected from the MFIs needs to be generalized. The 

generalization is based on the perceptions of branch managers, the source of the 

information for testing the hypotheses, which are postulated based on the problem 

statement of the study. With 75% response rate, the researcher conducted survey 

response analysis, data screening and preliminary analysis, including missing data, 

non-response bias, descriptive data, outliers, and the normality, linearity and 

multicollinearity assumptions utilizing Statistical Package for Social Science (SPSS). 

The partial least square (PLS) was used in assessing and determining the quality of 

the model and the structural model.  
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5.2 Discussions  

 

The analysis and testing of data had been reported in the previous section and this 

section offers further discussions on the findings. It was structured basically to 

discuss the questions stated previously, hence, accomplishing the objectives of the 

study while offering some generalization.  

 

5.2.1 Total Quality Management and Microfinance Institutions Performance 

 

As known, the first objective of the study is to examine the effect of TQM practices 

on the MFIs performance. Eight hypotheses testing were conducted and concluded as 

presented in the previous section. Testing for the composite variable, it was found 

that collective all variables form a strong indicator that the TQM has a significant 

influence on the MFIs performance (β = 0.227, t =1.932, p <0.05).  

 

This finding was supported by Karia and Asaari (2006) and Prajogo and Hong 

(2008) who emphasize that TQM practices should be treated and implemented 

collectively as they are dependent on each other and its implementation should be 

considered as a holistic approach, not individually. The change in TQM results in 

%22.7 improvement in MFIs performance. Thus, if the seven practices to be 

considered by the MFIs, then all seven practices must be implemented collectively in 

explaining the MFIs performance. In fact, the positive and significant effect of TQM 

practices, as a composite variable, on the MFIs performance is in line with the prior 

research works (e.g. Jaafreh & Al-abedallat, 2012; Wang et al., 2012; Munizu, 2013; 
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Ul Hassan et al., 2013; Jiménez-Jiménez et al., 2015, Homaid et al., 2015; Al-

Dhaafri et al., 2016). 

 

Testing the TQM as a multidimensional factor, it was found that only three out of 

seven practices of the TQM are significantly and positively affecting the MFIs 

performance. The hypotheses testing fail to prove all the hypothesized practices are 

the significant and positive contributors to the MFIs performance. This indicates that 

not all the TQM practices, as found in business organizations, can be claimed to 

affect the MFIs performance, but rather they form a composite factor that affects 

significantly the MFIs performance. 

 

Besides validating the postulated hypothesis, this result offers an answer to the first 

research question of the study. It also provides support for the premise of RBV 

theory by confirming the significant effect of TQM as an organization resource on 

the MFIs performance. To conclude, this result suggests that the MFIs, in the context 

of Yemen, are in need to implement TQM as a package of complementary practices 

and to focus more on the three significant practices of the TQM to examine, deal, 

improve and/or evolve the performance of the institution. Discussion for each TQM 

practices affecting the MFIs performance directly is as follows; 

 

5.2.1.1 Leadership Management and MFIs Performance 

 

Leadership management is one of the TQM practices that was not found to be the 

significant practices influencing the MFIs performance (β= -0.046, t=0.442, p>0.1). 

What actually happens is that, from the data collected, there is not enough evidence 
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to reject the null hypothesis, with p>0.1. The finding is not similar to the claim made 

by Valmohammadi (2011), Zehir et al. (2012) and Ghadiri et al. (2013) who found 

the significant effect of leadership management on organization performance. 

However, it is in line with the finding of Talib et al. (2013), Sadikoglu and Olcay 

(2014) and Mehmood et al. (2014) who found insignificant link between leadership 

management and organization performance. 

 

The question is how such result emerges? As one of the unexpected results, the 

researcher tries to reason out the possible reasons as the following.  

i. First, it was believed that the branch managers of the MFIs that respond to 

this research seem to focus more on the operation and executing the order 

from the MFIs headquarters. Moreover, the majority of the study respondents 

are less than 40 years old indicating that the branch managers are not matures 

enough to be leaders. This probably makes them pay less attention to the 

leadership management issues and thus some of them rated the leadership 

management as not a significant contributor to the MFIs performance.  

ii. Second, looking at the percentage of the MFIs that have quality officers at the 

branch levels, this may be an indicator for the involvement level of top 

management in the quality related issues. The percentage of MFIs branches 

that have the quality officers is only 28%, this shows that attention given to 

the issue of quality by the leadership management is less.  

 

Thus, leadership management at the branch level has not given proper attention to 

quality practices. This may explain the insufficient of quality management 



  

220 

 

supportive leadership styles being practiced by the MFIs branch managers to yield 

successful quality initiatives. 

 

5.2.1.2 Customer Focus and MFIs Performance 

 

This is another interesting result. Customer focus, another TQM practice, was found 

to be significant, but negatively affecting the MFIs performance (β = -0.151, t =1. 

536, p <0.1). Even though the significance level is at the 0.1, the negative sign shows 

the opposite direction of the common or expected findings. It is not in line with the 

results found by Valmohammadi (2011), Zehir et al. (2012) and Ghadiri et al., 

(2013) who reported the significant and positive effect of customer focus on 

organizational performance or the studies by Voss and Voss (2000), Gao, Zhou and 

Yim (2007) and Mehmood et al. (2014) which reported an insignificant association 

between customer focus and organization performance.  

 

As unexpected finding, the research tries to explain possible reasons regarding this 

result. One possible reason may be due to the microfinance industry nature being a 

unique business concerned, together, about profit and social objectives. More clearly, 

focusing on the customers who are very poor, particularly in Yemen, where almost 

more than 54% of the population live under the poverty line, is costly and risky 

which may lead to a reverse result. This probably explains why the MFIs managers 

rated the customer focus as a significant contributor with negative effect.  

 

Another possible reason may be that it is difficult for the MFIs to identify the 

eligible customers and satisfy them due to a wide range of differences among 
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customers in income, culture and education especially in the lack of qualified staff 

and sufficient capabilities. Thus, in this situation, the focus more on the poor 

customers without good experience leads to lots of errors that influence the overall 

MFIs performance negatively. This result shows something unique which reflects the 

distinctive nature of the MFIs, having special objectives and customers.  

  

5.2.1.3 Strategic Planning and MFIs Performance 

 

Strategic planning, one of the TQM practices, cannot be proved as the significant 

variable influencing the MFIs performance (β = 0.064, t =0. 445, p >0.1). There is 

not enough evidence to reject the null hypothesis with p>0.1. This result is not the 

result the researcher seeks to prove based on the findings of prior research works of 

Idris (2011), Jaafreh and Al-abedallat (2012) and Alnasser et al. (2013) who 

concluded the significant effect of strategic planning on organization performance. 

Although the insignificant link between the two constructs is not commonly found in 

the literature, this research finding concerning this relationship is consistent with the 

finding of studies conducted by Talib et al. (2013) and Sadikoglu and Olcay (2014). 

 

Similarly, the researcher tries to provide plausible reasons figuring out the 

emergence of such result. First, the MFIs branch managers seem that they pay more 

attention to control the daily work activities and seriously lack the authority to 

decide on the strategic directions of their institutions. This explains why they pay 

less attention to the strategic planning issues and most of them rated strategic 

planning as an insignificant factor to affect the MFIs performance.  
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Second, the MFIs managers participated in this study do not have the capabilities to 

draw the strategic plans of their institutions. The top management at the MFIs 

headquarters do not provide them with the room or opportunity to play the role of 

strategic leaders. The branch managers probably think that their role is to execute the 

strategic plans. This may explain the insignificant result concerning the link between 

strategic planning and the MFIs performance at the branch levels.  

 

This result reveals that the majority of the MFIs branch managers do not perceive 

strategic planning as a significant factor to the MFIs performance. According to 

Talib et al. (2013), if managers are not allowed to get involved in strategic planning, 

then they will be less commitment. In this regard, the top management at the 

headquarters of the MFIs should allow the branch managers to participate in drawing 

the strategic plans for effective quality principles execution and improved 

performance. When they participate in such processes, they then realize the 

significance of strategic plans and they may become more committed to execute 

these plans effectively, and rated strategic planning as a crucial component to the 

MFIs performance. 

 

5.2.1.4 Training and MFIs Performance 

 

Training, one of the TQM practices, was found to have a very significant positive 

effect on the MFIs performance (β = 0.285, t =2.842, p <0.01). The data provides 

enough empirical evidence to reject the null hypothesis with p <0.01. Among the 

hypothesized TQM practices, this result reveals that training has the second 

strongest, and significant effect on the MFIs performance with β = 0.285. This is an 
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expected result as the significant role of training on organization performance is well 

established in the literature by many studies such as Karia and Asaari (2006), Fening 

et al. (2013), Ghadiri et al. (2013) and Talib et al. (2013).  

 

Despite of this result that generalizes and supports the significant effect of training 

on the organization performance, for this study the performance of the MFIs, a few 

studies such as Sadikoglu and Olcay (2014) found mixed results. However, this may 

due to different measures of performance used in their studies. This result implies 

that training is crucial for TQM implementation success, financial sustainability, 

improving internal and external customer satisfaction, improving operation process, 

innovation and achieving social objectives within MFIs.  

 

It was suggested that the MFIs management should be committed to provide 

different training programs such as on the job and specialized training programs. 

Consequently, MFIs can generate awareness of quality principles among employees 

and management, reduce costs, satisfy customer and achieve economy of scales and 

obtain the objectives which were established for. In a nutshell, training is a crucial 

variable for successful TQM implementation and superior MFIs performance.  

 

5.2.1.5 Continuous Improvement and MFIs Performance 

 

Similarly, continuous improvement was found to be one of the significant practices 

affecting the MFIs performance (β = 0.210, t =1.950, p <0.05). The data provides 

enough empirical evidence to reject the null hypothesis with p <0.05. This result 

reveals that among the significant TQM practices affecting the MFIs performance, 
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continuous improvement is the third strongest TQM practice affecting the MFIs 

performance after training with β = 0.210. This result is in line with the previous 

studies examining the organizational performance such as Fotopoulos and Psomas 

(2010) and Mehmood et al. (2014). Same argument as before, although this result 

confirms the significant effect of continuous improvement on the MFIs performance 

and supports the previous literature regarding this relationship, there are few studies 

such as Zehir et al. (2012) and Talib et al. (2013) that reported otherwise.  

 

The result implicates that continuous improvement in the process and functions was 

realized within MFIs branches. The MFIs branch managers and employees were 

given the opportunities to suggest changes and adjustments that improve the existing 

processes and services. The MFIs branch managers pay more attention to continuous 

improvement practices. This probably explains why the majority of them rated 

continuous improvement as the significant contributor to the MFIs performance.  

 

To this end, it was argued that the level of continuous improvement practices in 

Yemeni MFIs was adequate enough to foster the MFIs performance. Consequently, 

the managers receive compliments and recognitions for their successful programs 

targeting products, services and process improvement. The awareness among MFIs 

branch managers towards continuous improvement is notably seen that lead to the 

achievement of better performance and sustainable competitive advantage.  
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5.2.1.6 Benchmarking and MFIs Performance 

 

On the contrary, benchmarking was not found to be a significant factor affecting the 

MFIs performance (β = 0.079, t =0.834, p >0.1) and open for the test on the full 

mediating effect of the IT capability. The data does not provide sufficient evidence 

to reject the null hypothesis with p >0.1. This is not what the researcher postulated 

based on the claim made by prior research work of Sit et al. (2009), Idris (2011) and 

Talib et al. (2013) who found a significant causality between these two constructs. 

Why it turns out this way? It is a very important and strikingly question and one 

probable reason is that the MFIs branch managers may perceive that each 

microfinance institution is unique and the best practices of an institution cannot be 

applied exactly to another. Thus, the benefits of benchmarking practices are not 

realized by them. This indicates why some of them assessed the benchmarking as an 

insignificant factor to the MFIs performance.  

 

The other justification could be the MFIs branch managers are not given the 

opportunity to visit international leading MFIs model to ensure the information about 

their best practices. Without exposure make them pay less attention to the 

importance of benchmarking and thus makes the most of them underestimated its 

effect on the MFIs performance.  

 

Although the insignificant effect of benchmarking on the MFIs performance, MFIs 

branch managers should be involved in exploratory visits to local and international 

leading MFIs to know the best practices applied in the microfinance industry. 

Moreover, the microfinance methodology came from different environments which 
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cannot be applied exactly as they are. These best practices should be modified and 

adjusted based on research works to suit the operation environment of the institution. 

In short, the MFIs should view benchmarking as a strategic resource by which they 

can achieve sustained competitive advantage.  

 

5.2.1.7 Quality Culture and MFIs Performance 

 

Quality culture, one of the TQM factors, was found to be a very significant factor 

affecting the MFIs performance (β = 0.327, t =3.070, p <0.01). The data provides 

enough empirical evidence to reject the null hypothesis with p <0.01. This result 

shows that among the hypothesized TQM practices, quality culture has the strongest 

and significant effect on the MFIs performance with 0.327. This is not a surprising 

result as the significant effect of quality culture is not limited to affect organization 

performance, but it is emphasized to be a dominant TQM practice that significantly 

monitors the organizational culture and improves better TQM practices (Talib et al., 

2013).  

 

This result also provides supporting evidence to the finding of Yusof and Ali (2000) 

who reported the significant effect of quality culture on the organizational 

performance. The result indicates that the MFIs branch managers realize the crucial 

role of quality culture to establish a viable organization culture, evolve other TQM 

practices effectively and then the quality-related outcomes and MFIs performance 

are achieved at high levels.  
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Therefore, MFIs management should pay more attention to deploy the quality culture 

practices, including serving customers in a better way, doing things appropriately, 

loyalty and working as a team and housekeeping are priority practices to be 

implemented within the MFIs. In other words, deployment of quality cultural 

practices within the MFIs is crucial for their success and introducing quality products 

and services.  

 

Based on the individual test, the study found that the three TQM factors, namely 

quality culture, training and continuous improvement are significant individual 

factors affecting the MFIs performance. The change in training, continuous 

improvement and quality culture results in %28.5, 21% and %32.7 improvement in 

MFIs performance respectively. It has also found that customers focus, as a TQM 

practice, has a significant effect on the MFIs performance but negatively. While 

other TQM practices namely, leadership management, strategic planning and 

benchmarking do not significantly affect the MFIs performance. These results help 

MFIs to have in-depth understanding of the significant role of each TQM practice 

which leads to manage them effectively and pay more attention to the significant 

contributors affecting the MFIs performance.  

 

In summary, the study had found that TQM practices as a composite factor, 

consisting of seven practices, is a significant contributor factor influencing the MFIs 

performance. This result supports the holistic approach of TQM which assume that 

TQM should be treated as a collective construct rather than individual practices. 

These practices are dependent on each other so that each one complements another.  
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5.2.2 Market Orientation (MO) and MFIs Performance 

 

The second objective of the study is to examine the effect of MO variables on the 

MFIs performance. Four hypotheses testing was carried out as presented in the 

previous section. All the MO variables are tested as a single construct and only two 

out of the three hypothesized variables are found to significantly affecting the MFIs 

performance. Like the TQM practices, the hypotheses testing does not provide 

empirical evidence regarding the significant effect of all the MO activities on the 

MFIs performance when tested individually. This shows that not all the MO 

activities, as found in the other studies (non-MFIs), are significant contributors to the 

MFIs performance. However, when tested as a composite variable, all these activities 

are jointly formed (as a composite variable) to affect significantly on the MFIs 

performance.  

  

This finding supports the complementary approach, which the MO activities should 

be applied as a composite variable to affect significantly the MFIs performance. The 

higher level of MO activities jointly, gathering information about customers, 

disseminating this information within the organizations and responding quickly to 

their needs applied in the originations, the better MFIs performance they gain. The 

significant and positive effect of the MO on the MFIs performance (β = 0.244, t 

=2.133, p <0.05) is in agreement with the previous research works which revealed 

empirical evidence on the significance role of the MO on the organization 

performance (for examples, Zebal & Goodwin, 2012; Altuntaş et al., 2013; Boso et 

al., 2013 and Taleghani et al., 2013 Protcko & Dornberger, 2014; Al-Ansaari et al., 

2015). The change in MO results in %22.4 improvement in MFIs performance. This 
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result provides an answer to the second question of the study. It also offers empirical 

evidence supporting the assumption of RBV theory, confirming that the MO, as an 

organizational resource, is a significant antecedent of the MFIs performance.  

 

In conclusion, this result suggests that it is very important for the Yemeni MFIs to 

implement MO activities as a whole and to pay more attention to the two significant 

activities to foster the overall performance. It also suggests that it cannot be claimed 

that the intelligence generation, which was not found to have a direct effect on the 

MFIs performance, can be totally ignored by the MFIs because it is a prerequisite for 

the successful MO strategy, without which the MFIs cannot proceed for the other 

two activities (intelligence dissemination and responsiveness). In a nut shell, the 

MFIs, in the context of Yemen, are in need to be market-oriented as a prerequisite 

for achieving better performance. The discussion for each of the MO dimensions 

influencing the MFIs performance is as follows; 

 

5.2.2.1 Intelligence Generation and MFIs Performance 

 

Intelligence generation, as one of the MO activities, is the only activity that was not 

found to be significantly associated with the MFIs performance (β = 0.015, t =0.177, 

p >0.1). It is close, but there is insufficient evidence to reject the null hypothesis with 

p >0.1 to conclude that the intelligence generation has a significant direct effect on 

the MFIs performance. This is an unexpected result because the researcher 

hypothesized a significant connection between the two constructs following the 

findings of the previous studies carried out by Untachai (2008), Hamadu et al. 

(2011) and Julian et al. (2013). However, the result is similar to the results of studies 
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by Chao and Spillan (2010) and Al-Dmour et al. (2012) who found insignificant 

relation between intelligence generation and organization performance.  

 

According to Al-Dmour et al. (2012), this insignificant result was not widely 

reported. This research, in searching for possible explanations suggests that the 

intelligence generation, which is mainly related to collecting information about the 

regulations and the economy, is not the main responsibility of the branch managers. 

Thus, generating information at the branch level is not given proper attention. 

Although the insight from the data analysis at the top management level indicate 

positive connection, such findings are not reported and argued further as the study 

investigates the overall findings from the branch level.  

 

Another probable reason is that the effect of intelligence generation cannot be 

realized directly on the MFIs performance, which might have an indirect effect 

through other components of the MO. This fact is supported by the conclusion 

offered by Carbonell and Rodríguez Escudero (2010) who claimed that intelligence 

generation has an indirect influence on organizational performance through 

intelligence dissemination and responsiveness.  

 

To conclude this section, the MFIs managers should focus more on intelligence 

generation being the first step to implement an effective MO strategy and the 

insignificant effect does not mean that it is not important as it is likely to have an 

indirect influence on the performance.  
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5.2.2.2 Intelligence Dissemination and MFIs Performance 

 

Individually, intelligence dissemination, one the MO variables, is proved to be a 

strong significant variable on the MFIs performance (β = 0.340, t =3.596, p <0.01). 

The data collected offers sufficient evidence to reject the null hypothesis with p 

<0.01. This result indicates that intelligence dissemination, individually, has a very 

strong effect on the MFIs and this is in line with the initial expectation of the study. 

 

This result is consistent with the findings of studies carried out by Hamadu et al. 

(2011), Al-Dmour et al. (2012) and Julian et al. (2013). This implies that the MFIs 

should pay more attention to disseminating information within the different levels so 

that their performance can be improved. As disseminating information creates 

synergies among the departments of an institution and provide a clear picture about 

the market trends so they can make prompt action which results in achieving 

competitive advantage and then better performance.  

 

Disseminating information within the context of microfinance industry is easily 

accessible by all staffs that recognize the needs of customers so that they can respond 

promptly. In a nutshell, intelligence dissemination can help the MFIs to achieve the 

desired financial and social objectives by spreading the information about both 

current and future customers‟ needs.  
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5.2.2.3 Responsiveness and MFIs Performance 

 

Similar to the result of intelligence dissemination, responsiveness is also found to be 

a very significant variable affecting the MFIs performance (β = 0.331, t =4.465, p 

<0.01). Again, this result sufficiently provides the empirical proof to reject the null 

hypothesis with p <0.01. This indicates that responsiveness has a very strong effect 

on the MFIs performance.  

 

This result is an agreement with what the researcher tries to prove based on the claim 

made by scholars such as Untachai (2008), Chao and Spillan (2010), Hamadu et al. 

(2011), Al-Dmour et al. (2012) and Julian et al. (2013) who reported the significant 

impact of responsiveness on the organizational performance. 

 

This implies that the performance of MFIs can be enhanced by the quick response to 

the changes in the business environment such as to regulations, technology and price 

strategies. Keelson (2014) mentioned that responding quickly to any competitive 

actions which are supposed to threaten target market is an important for superior 

performance, and for this finding, it shall be the case for the MFIs performance. 

  

5.2.3 IT Capability and MFIs Performance  

 

For the testing the mediating effect of IT capability on the relationship between both 

TQM and MO with the MFIs performance, the step is to test that the IT capability 

has a significant effect on the MFIs performance. It was found that IT capability 

significantly affecting the MFIs performance in Yemen.  
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The finding of the study shows that IT capability was proved to have a significant 

effect on the MFIs performance (β = 0.232, t =1.974, p <0.05). The finding provides 

enough evidence to reject the null hypothesis with p <0.05. It indicates that IT 

capability is significantly related to MFIs performance with β = 0.232. The finding is 

consistent with the previous studies that found a significant link between the two 

constructs in non-MFIs (see Bi & Zhang, 2008; Yu & Xin-quan, 2011; Ong & Chen, 

2013, Karimi Mazidi et al., 2014).  

 

This result suggests the IT capability in the form of IT knowledge, IT objects and IT 

operation is able to contribute to the MFIs performance. In explaining this, Pérez-

López and Alegre, (2012) believe that IT knowledge helps in assimilating knowledge 

obtained from outside the organization, reinterpreting this knowledge and 

reformulating the existing and new one. Shao et al. (2009) suggested that when 

organizations tend to use innovations such as IT, IT knowledge is a prerequisite to 

use it effectively in their routine works which lead to better performance Then comes 

IT objects, which are important because they help in managing the information 

within the organization (Rai, 2012). IT operations are also crucial as they enable 

organizations to manage customer bases effectively, keep this information in an 

organized manner and share information more efficiently across the different 

departments of the organization (Pérez-López, & Alegre, 2012).  

 

In brief, MFIs managers should allocate necessary resources to enhance IT 

capability. They should have IT budget for sophisticated IT objects and supporting 

any initiatives to use IT effectively within the MFIs operation in order to achieve 

superior performance.  
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5.2.4 TQM and IT Capability  

 

To recap, taking the TQM as one factor, the outcomes of the test analysis show that 

the TQM to be a significant factor affecting IT capability (β = 0.253, t =2.099, p 

<0.05). The finding provides sufficient evidence to reject the null hypothesis with p 

<0.05. It can be argued that TQM has a strong effect on IT capability and this 

indicates that TQM can significantly build and improve IT capability.  

 

This result supports the claim of Prajogo and Hong (2008), Yusr et al. (2012) and 

Jones and Grimshaw (2012) concluded that the effect of TQM practices is not 

limited to quality enhancement and organization performance rather it can be 

extended to include building a broader range of organizational capabilities. For 

example, scholars such as Yusr et al. (2014), Yusr et al. (2012), Akgün et al. (2014) 

and Jiménez-Jiménez et al. (2015) found that TQM has a significant influence on 

different of organization capabilities  such as technological innovation capability, 

marketing capability, learning capability and both exploitation and exploration 

capabilities respectively.  

 

Theatrically, the RBV theory perspective which states that organizational resources 

contribute significantly to build, evolve and enhance organizational capabilities is 

supported by the finding as the synergy between the different practices of TQM and 

IT capability components leads to the maximization the effectiveness and 

capabilities of IT within these organizations. On other words, TQM practices can be 

regarded as the bases of building IT capability, which in turns contribute to the better 

of the MFIs performance. 
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5.2.5 MO and IT Capability  

 

Similarly, to recap, the result reveals that MO also has a very strong significant 

effect on IT capability (β = 0.429, t = 3.890, p <0.01) and it offers enough evidence 

to reject the null hypothesis p <0.01. It also proves that MO has a strong significant 

effect on IT capability. This result is similar to the finding offered by Wang et al. 

(2013) who argued that marketing as a broad area which can improve the dynamic 

capability of organizations. It is also in line with previous studies of Hooley et al. 

(2005), Murray et al (2011), Ngo and O'Cass (2012) and by Fang et al. (2014) who 

modelled MO with organizational capabilities, management capability and customer-

linking capability, marketing capabilities and market-sensing capability and 

customer-linking capability.  

 

This result explains that when MFIs employ the activities of MO, IT capability can 

be leveraged, which leads to efficient IT usage and better customer service. It 

suggests that when organizations gather information, disseminate it and respond to 

the customer and changing market, IT capability can be more effective.  

 

 

 

5.2.6 The Mediating Effect of IT Capability on the Relationship between TQM 

and MFIs Performance  

 

The result of bootstrapping analysis shows that IT capability mediates significantly 

the link between TQM and MFIs performance. According to the cretrion of Zahu et 

al. (2010), IT capabilitlt is a partial (complementary) mediator on the relationship 
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between TQM and MFIs performance. Although most authors such as and Akgün et 

al. (2014) and Jiménez-Jiménez et al. (2015) support for the full mediation effect of 

IT capability, however, it is aline with other ones such as Yusr et al. (2012) who 

found marketing capabilities is a partial mediator between TQM and innpvation 

performance.  

 

For testing the mediating effect of IT capability on the link between TQM practices 

and MFIs performance, the leadership management, customer focus and training 

have changed the mediating result where the full mediating results are found. In 

addition, for quality culture, the only partial mediation effect was found. These 

results are of the major finding in the study as the IT capability becomes the 

mediator to these three TQM practices.  

 

It is quite logical that in this modern world, the IT capability is required for the 

implementation of leadership management practices, customer focus initiatives and 

training activities. The leadership management practices can be effectively 

implemented with the IT capability where such capability makes the leaders look 

better in terms of their ability and image of their organizations in the competitive 

environment. Similarly for the customer focus initiatives can be facilitated through 

IT capability because it can assist in customer determination and satisfaction. 

However, the partial mediating effect of IT capability on the relationship between 

quality culture and MFIs performance indicates that quality culture has an indirect 

effect and at the same time it has a direct effect on the MFIs performance.  
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Although the meditating results for strategic planning, continuous improvement and 

benchmarking were not confirmed, such results show that the IT capability 

independently influencing the MFIs performance. Treating the IT capability as an 

independent variable is similar to most findings and suggestions by many researchers 

in the IT area. 

 

5.2.7 The Mediating Effect of IT Capability on the Relationship between MO 

and MFIs Performance  

 

Similarly, the result of bootstrapping analysis found that IT capability is a significant 

mediator on the relationship between MO and MFIs performance. The result also 

shows that IT capability mediates partially (complementary) the relationship 

between these two constructs. This result is not in line with the study of Murray et al 

(2011) who found that marketing capabilities is a full mediator on the relationship 

between MO and performance. However, it is in line with other studies which found 

only partial mediating effects of organization capabilities such as marketing 

capability, and innovation capability (Ngo & O'Cass, 2012) and both market-sensing 

capability and customer-linking capability (Fang et al., 2014) on the link between 

these two variables.  

 

For testing the mediating effect of IT capability on the relationship between MO 

activities and MFs performance, an interesting finding was found where the full 

mediating effect is discovered for the intelligence generation. The MFIs need to have 

IT capability to ensure the effectiveness of intelligence generation to affect the MFIs 

performance.  
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This also means that the results provide empirical evidence on the significant role of 

direct and indirect effect of the MO on the MFIs performance. It can be concluded 

that IT capability and MO can be deployed together in order to take the advantages 

of the both constructs and improve the overall performance of MFIs.  

 

An interesting result was found by the additional analysis of the effect of MO as a 

mediator on the link between TQM and the performance of MFIs. Based on the 

result, MO is a partial mediator for TQM (as a composite variable) to influence the 

MFIs performance. 

 

This result was supported by the authors, such as Douglas and Judge (2001) and 

Ehigie and McAndrew (2005) who argued that the desired outcomes of TQM can be 

gained when it is compiled together with other organizational resources. Specifically, 

Wang et al. (2012) supported this argument claiming that both TQM and MO 

complement each other to meet the customers‟ needs and satisfy them.  

 

More importantly, the result shows that the full mediating effect of MO is confirmed 

for the two practices of TQM, which do not have direct effect and indirect effect via 

IT capability on the MFIs performance, strategic planning and benchmarking. It is 

quite logical in service organizations such as MFIs where much focus is given to the 

customer, the MO activities such as gathering information about customer, 

regulations, technological developments, political situations and the economy, 

disseminating this information within the MFIs and take actions based on it can 

assist in strategic planning itself. Similarly for benchmarking, it is very important to 

employ other local and international MFIs practices with the help of MO activities as 
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a successful approach of a microfinance institution cannot be employed exactly by 

another. Therefore, MO activities assist the MFIs to modify these approaches or 

experiences in order to guarantee the success.  

 

For the indirect effect of training and continuous improvements on the MFIs 

performance, MO was found a partial mediator. This indicates that enriching training 

programmes with knowledge about market trends and responding to the market 

changes appropriately help in making training is more effective. MO activities also 

can assist MFIs management to improve the products and services continuously and 

effectively by providing knowledge about the market trends, disseminating this 

knowledge among staff and taking appropriate actions. This explains why MO was 

found as a partial mediator for continuous improvement. However, neither the full 

not the partial mediation effect of MO was established for leadership management, 

customer focus and quality culture. 

 

 

Thus, this study provides empirical evidence on the direct effect of TQM and MO on 

MFIs performance. It also proves the indirect effect of TQM practices (full or partial 

mediating effects) on the MFIs performance through IT capability and MO. 

Furthermore, the indirect effect (full or partial mediating effect) of MO was 

established via IT capability. It is suggested that integrating TQM, MO and IT 

capability can result in a better MFIs performance.  

Last but not least, the results concerning the mediating effect of IT capability on the 

relationship between TQM and MO with the MFIs performance support the 

theoretical view of Eisenhardt and Martin, (2000) and Morgan et al. (2009) who 

argue that obtaining competitive advantage and achieving superior performance by a 
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firm can be realized when capabilities acquire, integrate and deploy resources 

appropriately to make them more effective in taking the advantage of opportunities 

in the market. This result also supports the claim of Lu et al., (2010) who suggest 

linking resources and capabilities together for better organization and capabilities 

can be employed as mediators on the mentioned relationships. In brief, the results of 

this study provide an empirical evidence to prove that integrating IT capability, 

TQM and MO contributes to MFIs performance improvement. This is in line with 

the RBV, capability theory and complementarity theory. 

 

5.3 Contributions of the Study 

 

In general, the findings of the study have significantly contributed to both the theory 

and practice. The following sub-sections present the contributions. 

 

5.3.1 Theoretical Contribution of the Study 

 

The theoretical contribution of this study comes from the model explaining the 

relationship between TQM, MO with the MFIs performance, and the mediating 

effect of IT capability on the mentioned relationship. Literature review reveals that 

the studies regarding the variables of the study carried out in the business field. 

These studies focus only on the four main perspectives; of the balanced scorecard, 

namely financial, customer, internal process and finally learning and growth 

perspective, the social perspective is included in this study in measuring the MFIs 

performance, which actually concerns on the business and the social objectives. 

Therefore, this study addresses the gap in the literature by adopting IT capability as a 
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mediator on the relationship between both TQM and MO with the performance of 

MFIs. 

Regard the microfinance industry; this study contributes to the current existing 

literature by responding to the call for more research works on the relationship 

between TQM and MO, and organizational performance, as the link is still not 

established. Thus, this study adds to narrow the gap in the literature related to this 

relationship. The outcomes of the study confirm the significant direct effect of TQM, 

MO and IT capability on the MFIs performance with support theory generation. 

Moreover, this study shows the performance of MFIs can be improved by 

incorporating these three variables and, their significant role as a composite construct 

supports and contributes to the RBV theory, capability theory and complementarity 

theory.  

 

Examining the TQM, MO and IT capability as aggregated variables and examining 

the effect of both TQM and MO as multidimensional constructs on the performance 

of MFIs for deeper understanding and narrowing the gap in the literature, the study 

provides more insights about the significance role of each dimension of the variables 

on the MFIs performance. The study reveals that management strategic interventions 

such as TQM and MO should be implemented as the holistic strategies rather than 

separate practices or activities, as figured out from the outcomes of the analysis, that 

reveal not all the TQM and MO dimensions were found significant for explaining the 

MFIs performance.  

 

The present study also provides empirical evidence in the area of the study by 

revealing the significant effect of organization resources in building the organization 
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capabilities. The findings of the study show that high levels of TQM practices and 

MO activities lead to the efficient IT capability within the organizations. These 

findings provide support to the RBV theory, which postulates that organizations with 

a set of resources can strengthen unique capabilities and obtaining sustained 

competitive advantage and superior performance.  

 

Another theoretical contribution claimed by the study was related to the proven fact 

that IT capability is a mediator to the relationship between both TQM and MO with 

the performance of MFIs. This also is an additional empirical evidence in the domain 

of RBV theory, capability theory and complementarity theory, providing a broader 

theoretical perspective regarding the role of organization resources (here TQM and 

MO) and capabilities (here IT capability) and how they can be deployed to foster 

organization performance. It proves the premises of these theories in the form of 

organization resources influence, their integration and deployment with capabilities 

and how they complement each other to improve organization performance.  

 

This study is one of the scarce studies carried out in the developing countries, 

particularly in MENA countries and in the context of microfinance even is scarcer as 

the majority of studies related to TQM, MO and IT capability have been conducted 

in developed countries such as the USA and UK (Najeh & Kara-Zaitri, 2007; Al-

Amri & Bon, 2012; Al-Swidi & Mahmood, 2012; Shin &Aiken, 2012; Fening et al., 

2013).  

 

In this regard, the partial mediating effect of IT capability revealed on the link 

between both TQM and MO with the performance of MFIs suggests that IT 
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capability was associated with these variables and it affects the MFIs performance. It 

was evidenced that TQM and MO contribute to IT capability and the improvement 

of TQM and MO goes together with the improvement of IT capability. This result 

also shows that the direct and indirect effect of TQM and MO on the performance of 

the MFIs and IT capability can be considered as a mechanism to explain the 

relationship but not to a great extent. 

 

The current study has valuable contribution as it validates the measurements of the 

study variables in the context of microfinance sector. The literature reveals that the 

scales of these variables are established, valid and reliable in the service sector and 

in developed countries. Moreover, this study is one of a few studies that utilized the 

Smart PLS-SEM to validate the measurement model and structural model, which 

contributes the methodological aspect significantly. This is on top of the use of SPSS 

to test for the hypotheses with a graphical representation of results.  

 

5.3.2 Practical Contribution of the Study 

 

According to the findings of the study, the present study has important practical 

implications for the MFIs managers, practitioners and policy makers. It provides 

significant insights to them explaining a roadmap that helps in understanding the 

most influential factors on the MFIs performance in Yemen. This certainly 

contributes to improve the MFIs performance, which is compatible with the Yemeni 

government initiatives in fighting poverty and the country‟s vision 2025. Due to the 

current critical situation in Yemen, the poverty rate has been increasing so that the 

need for microfinance services will increase as well. Moreover, the needs and 



  

244 

 

preferences of customers have become different which strategic interventions such as 

TQM and MO accompanied by IT capability are neede to identify their needs and 

satisfy them.  

 

The findings of the study provide insights into how MFIs managers and practitioners 

can enhance the performance of MFIs and gain competitive advantage in the market. 

This can be obtained through proper implantation of TQM, conducting MO activities 

effectively and building IT capability. The MFIs managers should pay attention to 

organization resources such as TQM and MO along with IT capability as an 

organizational capability in order to ensure long-term success and gain superior 

performance. In addition, TQM practices, MO and IT capability should be integrated 

effectively to guarantee better MFIs performance.  

 

More importantly, the findings raise the awareness among the MFIs managers and 

practitioners about the important role of TQM practices and MO activities in 

building IT capability within their institutions. In other words, the managers of MFIs 

should take into account that TQM strategy and MO are aligned effectively with IT 

capability. Consequently, IT capability can be more effective in operating daily and 

routine works, manage information properly, serve customers better and foster the 

overall performance. This proves that IT is a crucial factor for all organizations, 

including MFIs to gain advantages over rivals.  

 

The findings of this study also suggest that IT capability is an important factor that 

enhances the indirect effect of both TQM and MO on the performance of MFIs. 

However, the effect of IT capability does not rise to the level of claiming that TQM 
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and MO affect significantly the performance of MFIs only when IT capability exists. 

The results indicate the managers to focus more on TQM strategy and MO activities 

as they have a direct effect on the MFIs performance and improve IT capability. It 

also provides more insights and understanding among MFIs managers about the 

importance of the direct effect of IT capability on MFIs performance and increase 

the indirect effect of TQM and MO though this effect is not absolute.  

 

The MFIs managers should allocate the necessary resources such as IT training 

programs, IT infrastructure budget and pay more attention to effectively use IT in the 

MFIs operations. The policymakers also can include quality principles, marketing 

skills and IT skills in the curricula. Other stakeholders such as international 

organizations and donors can provide technical assistance which helps MFIs to 

establish an effective IT system. Therefore, all these efforts will help the Yemeni 

government to improve the nation's economy through fighting poverty and 

unemployment.  

 

5.4 Limitations and Recommendations for Future Research  

 

Like any other research works, this study is not without limitation, though this study 

has provided various contributions, including theoretical and practical contributions. 

These limitations are evidenced when the author interprets the findings of the study. 

The limitations as well as the opportunities for future research works are provided 

below.  
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Generally, the scope of the study was limited to the microfinance sector in Yemen; 

however, it is possible to generalize these findings on similar industries. Moreover, 

the levels of TQM strategy implementation, MO activities; IT capability as well as 

organizational performance within the sector are viewed differently from the other 

service sector. This limitation opens for the opportunity of future research works in 

other sectors such banking system, manufacturing, education in order to draw 

conclusions. Thus, generalization can be made for the service sector in Yemen. 

Moreover, the findings of this study also cannot be generalized to other countries in 

the MENA region due to different levels of orientations towards applying these 

strategies and technology advancement in the countries. It was highly recommended 

to further investigate the study model in other Arab countries for obtaining more 

insights and generalization.  

 

Note that the data was collected from the branch managers of MFIs, which have 

different legal status from the branch managers of small and medium banks, 

agricultural bank, programs and so on. These institutions have different level of 

emphasis on TQM practices, MO activities and IT capabilities, which might lead to 

different conclusions. Thus, conducting comparative studies would reveal a clear 

understanding about the nature and effect of TQM practices, MO activities and IT 

capability on the performance of these institutions. 

 

With regard to the methodology for the study, this study used a cross-sectional 

research design to test the hypothesized relationships at a one point of time, Al-Swidi 

and Mahmood (2012) regarded this as a methodological limitation. This type of 

study is argued for not considering the dynamic changes in the environment and the 
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psychological changes of the respondents that can occur. In this study, the effects of 

organization strategies (TQM, MO and IT capability) are long-term in nature, and 

thus, this study recommends examining the study model utilizing longitudinal 

approach to validate the obtained results. 

  

With the context of examining the mediating effect of IT capability to the 

relationship between both TQM and MO and MFIs performance, as Zhou et al. 

(2005) point out that capabilities are the glue that integrate organization resources 

with each other and enable these organizations to establish them effectively, the 

capabilities can be incorporated together with resources and used as mediators on the 

link between these resources and organization performance. The partial mediating 

effect of IT capability on the mentioned relationship is revealed in this study instead 

of full mediating effect. This is expected to be due to different levels of technology 

emphasis and used by MFIs in Yemen. Thus, there is a need to test for the mediating 

effect of IT capability on these variables in specific categories such as banks and 

programs operating in microfinance. Testing the mediating of IT capability on the 

variables of the study or with other organization resources in different sectors with 

high or less technology-oriented firms might provide different conclusions. The 

study also suggests future research works to expand the study model by adding more 

organization resources such as entrepreneurial orientation and learning orientation, 

which the interactions of these resources with the variables of the study might show 

more insights. 
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5.5 Conclusion  

 

This study reveals that TQM, MO strategies and IT capability had been recognized 

as the most important resources and capabilities that can help organizations to foster 

performance and gain sustained competitive advantage. These factors were proposed 

to affect significantly the performance of MFIs and examining the interaction effect 

of TQM, MO and IT capability on the performance of MFIs, represented by both 

business and social perspective is the major contribution of the study. 

 

Moreover, the finding of the partial mediating effect of IT capability on the 

relationship between both TQM and MO and MFIs performance offers a significant 

finding with regard to the theory validation and expansion, to RBV theory, capability 

theory and complementarity theory within the context of MFIs performance. The 

partial mediating effect of IT capability on the mentioned relationships suggests that 

the effect of TQM, MO and IT capability to be integrated together to enhance the 

performance of MFIs and TQM and MO can improve the capabilities of IT. The 

indirect effect of TQM and MO on MFIs performance through IT capability was also 

established even though it cannot rise to the absolute effect.  

 

In summary, the current study had provided several contributions, particularly, to the 

methodology and practice. It had provided empirical evidence on the effect of TQM, 

MO and IT capability on MFIs performance, explaining the way how this 

performance can be enhanced.  
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Appendix 1 

Questionnaire- English Version 

 

Universiti Utara Malaysia 

Yemeni Microfinance Institutions Performance Survey 2014 

 

Dear Respondent,  

I am a Doctorate student at the University Utara Malaysia, examining the 

performance of microfinance institution in Yemen. My research is pertaining to the 

effect of Total Quality Management, Strategic Orientations and Information 

Technology Capability on the performance of Yemeni Microfinance Institutions.  

 

Attached is a set of questions related to this study. My study requires all managers to 

participate, as the total number is very limited, by responding to the questionnaire. 

Thus, please respond (answer) to the questions as accurately as possible. Your 

cooperation is very much appreciated. 

 

Be assured that all your responses will be kept strictly confidential and will be used 

for research purposes. Once again, I would like to express my gratitude for your 

cooperation. 

Yours sincerely,                                                                        

Abdo Ali Homaid       

Email: mfisurvey2014@gmail.com 

Mobile: 00967738767681 (Yemen) 

Mobile: 0060124014925 (Malaysia)     

mailto:mfisurvey2014@gmail.com
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Section I: Personal and institution Information 

 

In this section, these questions are related to personal and institution information. 

Kindly tick () in the appropriate answer and be assured that your responses are 

strictly confidential.  

1.  Job title:     Branch Manager     Other specify…………… 

2.   Gender:      Male        Female  

3.  Age:        < 30      30-39      40-49            

       50-59       > 60  

4. Number of years serving in the current position:  

      < 1 year      1 - 5years                       > 5 years   

5.  Number of years this branch in operation:    

       < 1 year        1 - 3 years                       > 3 years   

Note: Quality can be defined as the degree to which products and/or service 

delivered is considered as value-added and excellent that can reach customer 

satisfaction. 

 

6.  Branch location: 

      In the state capital     In the suburbs            In the rural                   

7.  Legal status of the institution (branch):  

      Program     Foundation            Small and Medium Bank 

      Company     Agricultural Bank  

8. Types of financing provided by the institution (branch):-   

     Islamic finance only     regular finance only      Both Islamic and regular finance    

9.  The operation services provided by the institution (branch): (You can choose more than 

one) 

      Loans      Savings      Money transfer            Insurance      

      Currency Exchange      Others specify………………………  

10.  Does your institution (branch) have a specific officer in charge of quality? 

      Yes       No    
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Section II: Total Quality Management 

 

This section describes statements about the Total Quality Management success 

factors in your institution. Please read these statements carefully and circle the 

number that most appropriately reflects your opinion. 

1 2 3 4 5 

Strongly Disagree Disagree Neutral Agree Strongly Agree 

 

No. Statements Scale 

LM1 
Top management always encourage staff to be involved in quality 

management and improvement activities. 
1 2 3 4 5 

LM2 Top management empowers staff to solve quality problem. 1 2 3 4 5 

LM3 
Top management allocates adequate resources for staff education 

and training. 
1 2 3 4 5 

LM4 Top management learn quality-related concepts and skills. 1 2 3 4 5 

LM5 
Top management is actively involved in quality management and 

improvement process. 
1 2 3 4 5 

CF1 Our activities mainly focus on satisfying our customers. 1 2 3 4 5 

CF2 
It is very important to satisfying our customers and exceeding 

their expectations.  
1 2 3 4 5 

CF3 
Our senior executives always emphasize on the importance of 

customers. 
1 2 3 4 5 

SP1 
Our institution sets and reviews our short and long-term goals 

through a comprehensive planning process. 
1 2 3 4 5 

SP2 In our institution, strategic plans are linked to quality principles. 1 2 3 4 5 

SP3 
Our institution has a written strategy covering business operations 

which is clearly articulated and agreed by top management. 
1 2 3 4 5 

SP4 
The mission of our institution is communicated and supported by 

our staff. 
1 2 3 4 5 

SP5 
We always consider donors‟ capability and other stakeholders‟ 

needs when we develop our plans, policies and objectives. 
1 2 3 4 5 

TR1 
Staff training is provided to help them understand microfinance 

basics and our institution‟s operation. 
1 2 3 4 5 

TR2 
Our staff has sufficient knowledge of the basic aspects of 

microfinance sector. 
1 2 3 4 5 

TR3 
Our staff understands the basic processes used to create and 

develop products/ services. 
1 2 3 4 5 

1 2 3 4 5 



  

311 

 

Strongly Disagree Disagree Neutral Agree Strongly Agree 

  

No. Statements Scale 

TR4 Our staff is involved on-the-job training. 1 2 3 4 5 

TR5 
Both managers and supervisors participate in specialist training 

(e.g. financial analysis of MFIs, product development ….etc.) 
1 2 3 4 5 

CI1 
Our staff is given an opportunity to suggest changes and 

modifications to existing operation processes. 
1 2 3 4 5 

CI2 
Our institution encourages continual evaluation and 

improvement of all its products, services and processes. 
1 2 3 4 5 

CI3 
Our institution has received recent compliments and recognition 

for improving its products/services/processes. 
1 2 3 4 5 

BM1 
We visit other institutions, locally and internationally, to 

investigate their practices.  
1 2 3 4 5 

BM2 
We conduct a research to find out the best practices of other 

institutions in microfinance industry.  
1 2 3 4 5 

BM3 
We monitor competitors to find out the best practices in 

microfinance industry.  
1 2 3 4 5 

QC1 
Our management and staff accept quality as a strategic weapon 

to obtain competitive advantage. 
1 2 3 4 5 

QC2 
Our staff at all levels accepts the motto “service to customers” as 

the real purpose of their existence. 
1 2 3 4 5 

QC3 
Our staff believes in doing things “right the first time and every 

time”. 
1 2 3 4 5 

QC4 
Our staff has positive feelings such as “my institution” and “we 

work together to achieve common goals”. 
1 2 3 4 5 

QC5 Our staff is well-dressed and neat. 1 2 3 4 5 

QC6 
All work requirements such as offices, furniture and other 

furnishings are comfortable for the staff to work. 
1 2 3 4 5 

QC7 
Housekeeping is considered as a priority and it occupies the 

highest order in our institution 
1 2 3 4 5 
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Section III: Market Orientation 

 

This section describes statements about Market Orientation in your institution 

(branch). Kindly read these statements carefully and circle the number that 

most appropriately reflects your opinion. 

1 2 3 4 5 

Strongly Disagree Disagree Neutral Agree Strongly Agree 

 

No. Statements Scale 

IG1 
We generate a lot of information related to market trends (e.g., 

regulations, technology, politics and economy). 
1 2 3 4 5 

IG2 
We are fast to detect fundamental changes in our target market 

environment (e.g., regulations, technology, politics and economy) 
1 2 3 4 5 

IG3 
We periodically review the likely effect of changes in our business 

environment (e.g., regulations, , technology, politics and economy)  
1 2 3 4 5 

ID1 
We disseminate all Information that can influence the way we 

serve our customers to the relevant personnel. 
1 2 3 4 5 

ID2 We often lose information about our customers in the system.  1 2 3 4 5 

ID3 
Information concerning competitors‟ activities often reaches 

relevant personnel too late to be of any use.  
1 2 3 4 5 

ID4 

Important information related to target market trends (e.g. 

regulation, and technology) is often discarded as it makes its way 

along the communication chain.  

1 2 3 4 5 

RE1 
We are fast to respond to important changes in our business 

environment (e.g., regulation and technology)  
1 2 3 4 5 

RE2 
We are fast to respond to significant changes in our competitors' 

price strategies in target markets.  
1 2 3 4 5 

RE3 
We are fast to respond to competitive actions that threaten us in 

our target markets. 
1 2 3 4 5 
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Section V: Information Technology Capability 

 

This section describes statements about IT Capability in your institution 

(branch). Kindly read these statements carefully and circle the number that 

most appropriately reflects your opinion. 

1 2 3 4 5 

Strongly Disagree Disagree Neutral Agree Strongly Agree 

 

No. Statements 
Scale 

ITK1 
Our institution IT department staff is knowledgeable on IT 

operations.  
1 2 3 4 5 

ITK2 
Our institution IT department staff is able to solve IT-related 

problems in the branch. 
1 2 3 4 5 

ITK3 
Our institution IT department staff is knowledgeable on new 

computer-based innovations. 
1 2 3 4 5 

ITB1 
Our institution has an independent Management Information 

System (MIS) department. 
1 2 3 4 5 

ITB2 
In the MIS department, a manager is employed whose main 

duties include the management of our information technology. 
1 2 3 4 5 

ITB3 
Our institution‟s branches are linked by a computer network 

through Wide Area Network (WAN). 
1 2 3 4 5 

ITP1 
We routinely utilize computer-based systems to access 

information concerning our banking operations. 
1 2 3 4 5 

ITP2 
We employ computer-based systems to analyze customer and 

market information. 
1 2 3 4 5 

ITP3 
We frequently utilize decision-support system when managing 

customer information. 
1 2 3 4 5 

ITP4 

We have set procedures for collecting customer information 

from online sources before disbursing a loan.( e.g. from SFD 

database) 

1 2 3 4 5 
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Section IV: Microfinance Institutions Performance 

 

This section describes statements about Microfinance Institutions Performance 

in your institution (branch). Kindly read these statements carefully and circle 

the number that most appropriately reflects your opinion. 

1 2 3 4 5 

Strongly Disagree Disagree Neutral Agree Strongly Agree 

 

No. Statements 
Scale 

FP1 This institution (branch) is financially sustainable 1 2 3 4 5 

FP2 This institution (branch)‟s financial risk is low. 1 2 3 4 5 

CP1 
In this institution (branch), the level of the customer 

satisfaction has increased. 
1 2 3 4 5 

CP2 
In this branch, the level of the staff satisfaction has 

increased. 
1 2 3 4 5 

PP1 
In this institution (branch), the operating cost of doing 

business has decreased. 
1 2 3 4 5 

PP2 
In this institution (branch), the average time to process a 

loan application has decreased.  
1 2 3 4 5 

LGP1 
This institution (branch) has successfully improved the 

quality of service offered. 
1 2 3 4 5 

LGP2 

This institution (branch) has utilized latest new 

innovations, methods and procedures for increasing 

effectiveness. 

1 2 3 4 5 

SOP1 
This institution (branch) contributes to improving the lives 

of the poorest of the poor. 
1 2 3 4 5 

SOP2 This institution (branch) particularly benefits women. 1 2 3 4 5 

 

THANKS A LOT FOR YOUR PATIENCE IN FILLING UP THIS 

QUESTIONNAIRE 
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Appendix 2 

Questionnaire- Arabic Version 

 

 جبِؼت أٚحبسا اٌّب١ٌض٠ت

إعتبٞبُ د٘ه ٍؤعغبث اىتَ٘ٝو الأصغش فٜ اىَِٞ ىيؼبً 

4102 
 

 ػضٝضٛ اىَشبسك ......

بذاٝت أٗد أُ أػشفل بْفغٜ, أّب طبىب دمت٘ساة فٜ جبٍؼت أٗتبسا اىَبىٞضٝت, ٗأقً٘ دبىٞب بئجشاء دساعت ػِ أداء 

ٍؤعغبث اىتَ٘ٝو الأصغش فٜ اىَِٞ. بذثٜ ٝتؼيق بَذٙ تأثٞش إداسة اىج٘دة اىشبٍيت ٗ اىت٘جٖبث الإعتشاتٞجٞت 

 ٜ اىَِٞ. ٗقذساث تنْ٘ى٘جٞب اىَؼيٍ٘بث ػيٚ ٍؤعغبث اىتَ٘ٝو الأصغش ف

 

ٍشفقب بٖزا ٍجَ٘ػت ٍِ الأعئيت اىتٜ تتؼيق بٖزٓ اىذساعت. ٗاىتٜ تتطيب ٍِ جَٞغ ٍذساء اىفشٗع اىَشبسمت 

 فٜ ٕزا الإعتبٞبُ ػِ طشٝق الإجببت ػيٚ أعئيت الإعتبٞبُ مُ٘ إجَبىٜ ػذد اىَذساء ٍذذٗد.

 ذً لأغشاض اىبذث اىؼيَٜ فقط. مَب ّْ٘ٓ إىٚ أُ جَٞغ إجبببتنٌ عٞتٌ الإدتفبظ بٖب بشنو عشٛ ٗع٘ف تغتخ

 ٍشة أخشٙ أػبش ىنٌ ػِ ٍذٙ إٍتْبّٜ ٗتقذٝشٛ ىتؼبّٗنٌ. 

 

 ػبذٓ ػيٜ ػبذالله دَُٞذ

 mfisurvey2014@gmail.comإَٝٞو: 

 ) اىَِٞ( 00967738767681ٍ٘ببٝو: 

 )) ٍبىٞضٝب 0124014925600ٍ٘ببٝو: 

 

 

mailto:mfisurvey2014@gmail.com
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 الأٗه : ٍؼيٍ٘بث شخصٞت ػِ اىَجٞب ٗ اىَؤعغت )اىفشع(اىقغٌ 

(  ٕزا اىقغٌ ٝذت٘ٛ ػيٚ أعئيت تتؼيق بشخصنٌ اىنشٌٝ ٗػِ اىَؤعغت ) اىفشع(. اىشجبء ٗضغ ػلاٍت ) 

 .عتؼبٍو بغشٝت تبٍتإجبببتنٌ ّؤمذ ىنٌ أُ ػيٚ الإجببت اىَْبعبت ٗ

 غٞشٓ ) اىشجبء اىتذذٝذ(............................     ٍذٝش اىفشع       )اىَشمض اى٘ظٞفٜ(: اى٘ظٞفت .1

  أّثٚ      رمش       اىجْظ: .2

 عْت   49-40      عْت  39-30        عْت  30  <      اىؼَش: .3

  عْت 60  >       عْت  50-59        

   ػذد عْ٘اث اىخذٍت فٜ اىَْصب اىذبىٜ:  . 4

 عْ٘اث 5  >       عْ٘اث 5-1        عْت 1  <       

  ػَش اىفشع: .5

 عْ٘اث 3  >       عْ٘اث 3-1        عْت 1  <       

    ٍ٘قغ اىبْل : .6

 فٜ اىشٝف      فٜ ض٘ادٜ اىَذْٝت     فٜ ٍشمض اىَذْٝت        

   :ىيَؤعغت اىقبّّٜ٘ اى٘ضغ .7

 بْل تَ٘ٝو أصغش        ٍؤعغت      بشّبٍج        

 بْل صساػٜ    ششمت         

  -(: اىفشع) اىَؤعغت تقذٍٖب اىتٜ اىتَ٘ٝو أّ٘اع .8

 تَ٘ٝو إعلاٍٜ ٗتقيٞذٛ      تَ٘ٝو تقيٞذٛ فقط    تَ٘ٝو إعلاٍٜ فقط        

 (ٗادذ ٍِ أمثش اختٞبس َٝنْل(: )اىفشع) اىَؤعغت تقذٍٖب اىتٜ اىؼَيٞبتٞت اىخذٍبث .9

 د٘الاث       إدخبساث     قشٗض ) تَ٘ٝلاث(        

 غٞشٓ ) اىشجبء اىتذذٝذ(....     صشف ػَلاث      تأٍِٞ          

 ٕو ٝ٘جذ فٜ ٍؤعغتنٌ ) فشػنٌ ( ٍ٘ظف ٍغؤٗه ػِ اىج٘دة؟  .10

  لا     ّؼٌ         

تؼشٝف اىج٘دة " ٕٜ اىذسجت اىتٜ ٍِ خلاىٖب ٝتٌ إػتببس اىَْتجبث/ اىخذٍبث اىَقذٍت ٍِ اىَؤعغت  -: ٍلادظت

 اىؼَلاءتذقق سضب  ٍتَٞضة ٗ رٗ قَٞت بذٞث
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 اىقغٌ الأٗه: إداسة اىج٘دة اىشبٍيت

 

)فشػنٌ(.  ٕزا اىقغٌ ٝ٘ضخ ػببساث ػِ ػ٘اٍو ّجبح إداسة اىج٘دة اىشبٍيت فٜ ٍؤعغتنٌ

 اىشجبء قشاءة ٕزٓ اىؼببساث بؼْبٝت فبئقت ٗٗضغ دائشة د٘ه اىشقٌ اىزٛ ٝؼنظ ٗجٖت ّظشمٌ.

5 4 3 2 1 

 ٍ٘افق بشذةغٞش  غٞش ٍ٘افق ٍذبٝذ ٍ٘افق ٍ٘افق بشذة

 

 اٌغإاي سقٌ

 

 

 

 

 

 اٌّم١بط 

 اٌجٛدة ئداسة أٔشطت فٟ اٌّشبسوت ػٍٝ اٌّٛظف١ٓ حشجغ دائّب اٌؼ١ٍب الإداسة   1

 .ٚاٌخذغ١ٓ
1 2 3 4 5 

 5 4 3 2 1 اٌؼ١ٍب حفٛع اٌّٛظف١ٓ فٟ دً أٞ ِشبوً حخؼٍك ببٌجٛدة. الإداسة 2

 5 4 3 2 1 اٌّٛظف١ٓ.ٚحذس٠ب  ٌخؼ١ٍُ وبف١ت ِٛاسد حخظض اٌؼ١ٍب الإداسة  3

 5 4 3 2 1 .ببٌجٛدة اٌّخؼٍمت ٚاٌّٙبساث ٌذ٠ٙب فُٙ وبًِ ببٌّفب١ُ٘ اٌؼ١ٍب الإداسة  4

 5 4 3 2 1 .اٌخذغ١ٓ ٚػ١ٍّت اٌجٛدة ئداسة حشبسن بشىً فؼبي فٟ اٌؼ١ٍب الإداسة 5

 5 4 3 2 1 .ػّلائٕب ئسػبء بشىً أعبعٟ ػٍٝ حشوض أٔشطخٕب 6

 5 4 3 2 1 .بشىً ٠فٛق حٛلؼبحُٙ ػّلائٕب ئسػبء ػٍٝجذا اٌؼًّ  اٌُّٙ ِٓ 7

 5 4 3 2 1 اٌؼّلاء. أ١ّ٘ت ػٍٝ دائّب ٠إوذْٚ اٌخٕف١ز١٠ٓ ٌذ٠ٕب اٌّذساء 8

 5 4 3 2 1 ٔمَٛ باػذاد ِٚشاجؼت خطؾ لظ١شة ٚؽ٠ٍٛت اٌّذٜ ِٓ خلاي ػ١ٍّت حخط١ؾ شبٍِت. 9

 5 4 3 2 1 اٌجٛدة.ِإعغخٕب ٠خُ سبؾ اٌخطؾ الإعخشاح١ج١ت بّببدب فٟ  10

ِإعخٕب ٌذ٠ٙب خطت ئعخشاح١ج١ت ِىخٛبت حغطٟ ِخخٍف اٌؼ١ٍّبث بشىً ٚاػخ حُ  11

ٚػؼٙب ٚئػخّبد٘ب ِٓ لبً الإداسة اٌؼ١ٍب ِٚجّغ ػ١ٍٙب ِٓ لبً ج١ّغ اٌّغخ٠ٛبث 

 الإداس٠ت.

1 2 3 4 5 

 5 4 3 2 1 ٠خُ ٔشش سعبٌت ِإعغخٕب ػٓ ؽش٠ك اٌّٛظف١ٓ. 12

 ٠خُ الأخز فٟ الإػخببس ف ٘زٖ اٌّإعغت٘ذاأبخط٠ٛشخطؾ ٚع١بعبث ٚػٕذِب ٔمَٛ  13

 لذساث اٌّبٔذ١ٓ ئػبفت ئٌٝ اٌّؼ١١ٕٓ الأخش٠ٓ.
1 2 3 4 5 

ٚػًّ  الأطغش اٌخ٠ًّٛ أعبع١بث فُٙ ػٍٝ ٌّغبػذحُٙ ٌٍّٛظف١ٓ اٌخذس٠ب حٛف١ش ٠خُ 14

 اٌّإعغت.
1 2 3 4 5 

 5 4 3 2 1 .الأصغر التمويل لقطاع الأساسية بالجوانب كافية معرفة لديهم موظفينا 15

 5 4 3 2 1 .اٌخذِبث/  ٌذ٠ُٙ ِؼشفت ببلإجشاءاث الأعبع١ت ٌخط٠ٛش إٌّخجبث ِٛظف١ٕب 16
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5 4 3 2 1 

 غٞش ٍ٘افق بشذة غٞش ٍ٘افق ٍذبٝذ ٍ٘افق ٍ٘افق بشذة

 

 سقٌ
 اىغؤاه

 

 

 

 

 

 اىَقٞبط 

 5 4 3 2 1 ٠خُ ئخؼبع ِٛظف١ٕب اٌخذس٠ب ػٍٝ سأط اٌؼًّ. 17

18 
اٌّذساء ٚاٌّششف١ٓ ٠شبسوْٛ فٟ دٚساث حذس٠ب١ت حخظظ١ت ِزً )اٌخذ١ًٍ اٌّبٌٟ 

 حط٠ٛش إٌّخج.......ئٌخ( -ئداسة اٌّخبؽش -ٌّإعغبث اٌخ٠ًّٛ الأطغش
1 2 3 4 5 

19 
 اٌخشغ١ً ػ١ٍّبث ػٍٝ ٚاٌخؼذ٠لاث اٌخغ١١شاث لالخشاح فشطت اٌّٛظف١ٓ ئػطبء ٠خُ

 .اٌذب١ٌت
1 2 3 4 5 

 5 4 3 2 1 ِإعغخٕب اٌخم١١١ُ اٌّغخّش ٚ حط٠ٛش إٌّخجبث ٚ اٌخذِبث ٚالإجشاءاث.حشجغ  20

21 
/ خذِبحٙب/ اٌّغخّش فٟ ِٕخجبحٙب ٌٍخذغ١ٓ ئشبدة ِٚذ٠خ ٚرٌه حمذ٠شا ِإعغخٕب حٍمج

 ئجشاءحٙب.
1 2 3 4 5 

22 
اٌّذ١ٍت ٚاٌؼب١ٌّت ٌلإؽلاع ػٍٝ  ِإعغبث اٌخ٠ًّٛ الأطغشٔمَٛ بض٠بسة ٔذٓ 

 ِّبسعبحٙب اٌّخخٍفت ٌّمبسٔخٙب ٚالإعخفبدة ِٕٙب.
1 2 3 4 5 

23 
اٌخٟ  لإعخىشبف ٚالإعخفبدة ِٓ أفؼً اٌّّبسعبثا ٌغشع ٔمَٛ ببذٛد ػ١ّمتٔذٓ 

  حخخٙجٙب ِإعغبث اٌخ٠ًّٛ اٌخ٠ًّٛ الاطغش.
1 2 3 4 5 

24 
طٕبػت اٌخ٠ًّٛ ػٍٝ أفؼً اٌّّبسعبث فٟ  ٍخؼشفٔمَٛ بّشالبت إٌّبفغ١ٓ ٌٔذٓ 

 ٌلإعخفبدة ِٕٙب. الأطغش
1 2 3 4 5 

25 
٠خفك ِذساؤٔب ِٚٛظف١ٕب بأْ "اٌجٛدة" علاح ئعخشاح١جٟ ٠ّىٕٕب ِٓ اٌذظٛي ػٍٝ 

 ١ِضة حٕبفغ١ت.
1 2 3 4 5 

 5 4 3 2 1 ٌٍؼّلاء". خذِت"٠إِْٕٛ ببٌٙذف اٌذم١مٟ ٌٛجٛد شؼبس اٌّغخ٠ٛبث ج١ّغ فٟ ِٛظف١ٕب 26

 5 4 3 2 1 ٠إِٓ ِٛظف١ٕب بفؼً الأش١بء اٌظذ١ذت ِٓ أٚي ِشة ٚفٟ وً ِشة. 27

28 
 ٔذٓ" ٚ" ِإعغخٟ" حجبٖ اٌّإعغت ػٍٝ عب١ً اٌّزبي ئ٠جببٟ شؼٛس ٌذ٠ُٙ ِٛظف١ٕب

 ".اٌّشخشوت الأ٘ذاف ٌخذم١ك ِؼب ٔؼًّ
1 2 3 4 5 

 5 4 3 2 1 لائك ٚسالٟ ٌىٕٗ ١ٌظ ِببٌغ ف١ٗ. ِٛظف١ٕب ٌذ٠ُٙ ِظٙش ِٕٟٙ 29

30 
 ٌٍّٛظف١ٓ ِش٠ذت الأخشٜ ٚاٌّفشٚشبث ٚالأربد اٌّىبحب، ِزً اٌؼًّ ِخطٍببث ج١ّغ

 .أرٕبء اٌؼًّ
1 2 3 4 5 

31 
حؼخبش اٌّذبفظت ػٍٝ ِّخٍىبث اٌّإعغت ِّٙت جذا وٛٔٙب حذخً أػٍٝ اٌّشاحب فٟ 

 ِإعغخٕب.
1 2 3 4 5 
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 اىقغٌ اىثبّٜ: اىت٘جٔ اىتغ٘ٝقٜ

 

)فشػنٌ(. اىشجبء قشاءة ٕزٓ  ػببساث ػِ اىت٘جٔ اىتغ٘ٝقٜ فٜ ٍؤعغتنٌٕزا اىقغٌ ٝ٘ضخ 

 اىؼببساث بؼْبٝت فبئقت ٗٗضغ دائشة د٘ه اىشقٌ اىزٛ ٝؼنظ ٗجٖت ّظشمٌ.

5 4 3 2 1 

 غٞش ٍ٘افق بشذة غٞش ٍ٘افق ٍذبٝذ ٍ٘افق ٍ٘افق بشذة

 

 اىَقٞبط اىغؤاه سقٌ

بٌمٛا١ٔٓ ب اٌّخؼٍمت اٌغٛق ٔذٓ ٔمَٛ بجّغ اٌىز١ش ِٓ اٌّؼٍِٛبث ػٓ حٛجٙبث   1

 .الإلخظبد ٚاٌخىٌٕٛٛج١ب ٚاٌٛػغ اٌغ١بعٟ ٚ
1 2 3 4 5 

ببٌمٛا١ٔٓ اٌّخؼٍمت  اٌغٛل١ت ب١ئخٕب فٟ جزس٠ت ٔذٓ ٔىخشف بغشػت أٞ حغ١١شاث 2

 ٚاٌخىٌٕٛٛج١ب ٚاٌٛػغ اٌغ١بعٟ ٚ الإلخظبد.
 
1 

 
2 

 
3 

 
4 

 
5 

 اٌغٛق ػٍٝ ِإعغخٕب فٟ اٌّذخٍّت ٌٍخغ١شاث اٌخأر١شاث بشىً دٚسٞ ٔذٓ ٔغخؼشع 3

 ببٌمٛا١ٔٓ ٚاٌخىٌٕٛٛج١ب ٚاٌٛػغ اٌغ١بعٟ ٚ الإلخظبد.اٌّخؼٍمت 
 
1 

 
2 

 
3 

 
4 

 
5 

 ئٌٝ ػّلائٕب خذِت ػٍٝ حإرش أْ ٠ّىٓ اٌخٟ اٌّؼٍِٛبث ٔمَٛ بخؼ١ُّ وً ٔذٓ 4

 .اٌّؼ١١ٕٓ اٌّٛظف١ٓ

 
1 

 
2 

 
3 

 
4 

 
5 

  .إٌظبَ فٟ ِؼٍِٛبث حخؼٍك بؼّلائٕب حفمذ ِب غبٌبب ٔذٓ 5
1 

 
2 

 
3 

 
4 

 
5 

 اٌّٛظف١ٓ ئٌٝ حظً الأد١بْ ِٓ وز١ش فٟ إٌّبفغ١ٓ بأٔشطت اٌّخؼٍمت اٌّؼٍِٛبث 6

 بذ١ذ لا ٠خُ الإعخفبدة ِٕٙب. جذا ِخأخش ٚلج فٟ اٌّؼ١١ٕٓ
 
1 

 
2 

 
3 

 
4 

 
5 

 ٠خُ ِب غبٌبب( ٚاٌخىٌٕٛٛج١ب اٌمٛا١ٔٓ ِزً) اٌغٛق باحجب٘بث اٌّؼٍِٛبث اٌّّٙت اٌّخؼٍمت 7

 حٕمٍٙب خلاي ِشادً الإحظبي اٌّخخٍفت.بغبب  ئّ٘بٌٙب
 
1 

 
2 

 
3 

 
4 

 
5 

 5 4 3 2 1 (اٌخىٌٕٛٛج١ب-الإلخظبد  -اٌمٛا٠ٓ) اٌغٛق فٟ اٌّّٙت ٌٍخغ١شاث ٔغخج١ب بغشػت ٔذٓ 8

 اٌغؼش٠ت اٌخٟ ٠خبؼٙب الاعخشاح١ج١بث فٟ اٌىب١شة ٌٍخغ١شاث ٔغخج١ب بغشػت ٔذٓ 9

 .اٌّغخٙذفت الأعٛاق فٟ' ِٕبفغ١ٕب
 
1 

 
2 

 
3 

 
4 

 
5 

  ٔشد بغشػت ػٍٝ الإجشاءاث اٌخٕبفغ١ت اٌخٟ حغخٙذف ػّلائٕب. ٔذٓ 10
1 

 
2 

 
3 

 
4 

 
5 
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 اىقغٌ اىثبىث: قذساث تنْ٘ى٘جٞب اىَؼيٍ٘بث

 

)فشػنٌ(. اىشجبء  ٕزا اىقغٌ ٝ٘ضخ ػببساث ػِ قذساث تنْ٘ى٘جٞب اىَؼيٍ٘بث فٜ ٍؤعغتنٌ 

 قشاءة ٕزٓ اىؼببساث بؼْبٝت فبئقت ٗٗضغ دائشة د٘ه اىشقٌ اىزٛ ٝؼنظ ٗجٖت ّظشمٌ.

 

 اىَقٞبط اىغؤاه سقٌ

ِٛظفٟ ٔظُ اٌّؼٍِٛبث ٌذ٠ٕب ػٍٝ دسا٠ت )ِؼشفت( حبِت ببلإٔظّت اٌخٟ حؼخّذ ػٍٝ  1

 اٌىّب١ٛحش فٟ اٌؼ١ٍّبث اٌّظشف١ت.

1 2 3 4 5 

 5 4 3 2 1 ٌذ٠ُٙ اٌمذسة ػٍٝ دً اٌّشبوً اٌّخؼٍمت ببٌٕظبَ فٟ اٌفشع.ِٛظفٟ ٔظُ اٌّؼٍِٛبث  2

ِٛظفٟ ٔظُ اٌّؼٍِٛبث ػٍٝ لذس وب١ش ِٓ اٌّؼشفت ببلإبخىبساث اٌجذ٠ذة اٌّؼخّذة  3

 ػٍٝ اٌىّب١ٛحش.

1 2 3 4 5 

 5 4 3 2 1 ِإعغخٕب ٌذ٠ٙب ئداسة ِغخمٍت حٙخُ باداسة ٔظُ اٌّؼٍِٛبث. 4

 5 4 3 2 1 فٟ ئداسة إٌظُ. الأعبع١ت ئداسة ٔظُ ٚحىٌٕٛٛج١ب اٌّؼٍِٛبثٌذ٠ٕب ِذ٠ش ِّٙخت  5

٠خُ سبؾ فشٚع اٌّإعغت بشبىت ٚادذة )شبىت وّب١ٛحش( ٚبشىً ِببشش بّىٕٙب ِٓ  6

 حمذ٠ُ اٌخذِبث.
1 2 3 4 5 

اٌّخؼٍمت ببٌؼ١ٍّبث  اٌّؼٍِٛبث ئٌٝ ٌٍٛطٛي اٌذبعٛب١ت ِب ٔغخخذَ إٌظُ ػبدة ٔذٓ  7

 اٌّظشف١ت .
1 2 3 4 5 

 5 4 3 2 1 ٔذٓ ٔغخخذَ ٔظُ اٌّؼٍِٛبث فٟ حذ١ًٍ اٌّؼٍِٛبث اٌّخؼٍمت ببٌؼّلاء ٚاٌغٛق. 8

 ػٕذ ببٌؼّلاء اٌّخؼٍمت اٌّؼٍِٛبث ػٍٝ اٌذظٛي فٟ اٌّؼٍِٛبث ٔظُ ٔغخخذَ ٔذٓ 9

 .اٌمشاس ئحخبر ػ١ٍّت
1 2 3 4 5 

ِٛالغ حببدي ٔذٓ ٚػؼٕب ئجشاءاث ٌجّغ اٌّؼٍِٛبث ػٓ اٌؼّلاء اٌّمخشػ١ٓ ِٓ  10

 اٌبٕه اٌّشوضٞ( -لٛاػذ ب١بٔبث اٌظٕذٚق الإجخّبػٟ ٌٍخ١ّٕتاٌّؼٍِٛبث )

1 2 3 4 5 

 

 

 

 

 

 

 

 

5 4 3 2 1 

 غٞش ٍ٘افق بشذة غٞش ٍ٘افق ٍذبٝذ ٍ٘افق ٍ٘افق بشذة



  

321 

 

 اىقغٌ اىشابغ: أداء ٍؤعغبث اىتَ٘ٝو الأصغش

 

اىَبضٞت. اىشجبء قشاءة  )فشػنٌ( خلاه اىفتشة ٍؤعغتنٌ أداءٕزا اىقغٌ ٝ٘ضخ ػببساث ػِ 

 ٕزٓ اىؼببساث بؼْبٝت فبئقت ٗٗضغ دائشة د٘ه اىشقٌ اىزٛ ٝؼنظ ٗجٖت ّظشمٌ.

 

 اىَقٞبط اىغؤاه سقٌ

 5 4 3 2 1 ٘زٖ اٌّإعغت )اٌفشع( ِغخذاَ ِب١ٌب.  ٠ّىٕٕب اٌمٛي بأْ 1

 5 4 3 2 1 اٌّخبؽش اٌّب١ٌت ٌٙزٖ اٌّإعغت )اٌفشع( ِٕخفؼت جذا. 2

 5 4 3 2 1 فٟ ٘زٖ اٌّإعغت )اٌفشع( اٌؼّلاء صادِغخٜٛ سػب  3

 5 4 3 2 1 ِغخٜٛ سػب اٌّٛظف١ٓ صاد فٟ ٘زٖ اٌّإعغت )اٌفشع( 4

 5 4 3 2 1 اٌىٍفت اٌخشغ١ٍ١ت ٌٍؼ١ٍّبث اٌّظشف١ت ئٔخفؼج فٟ ٘زٖ اٌّإعغت )اٌفشع( 5

 5 4 3 2 1 ِؼذي اٌٛلج ٌظشف اٌخ٠ًّٛ أخفغ فٟ ٘زٖ اٌّإعغت )اٌفشع(. 6

اٌخذِبث اٌّمذِت فٟ ٘زٖ  جٛدة اٌؼًّ ػٍٝ حط٠ٛش ئجشاءث ِٓ خلاٌٙب ٠خُ حذغ١ٓ ٠خُ 7

 اٌّإعغت )اٌفشع( بٕجبح.

1 2 3 4 5 

فٟ ٘زٖ  ٠خُ الإعخفبدة ِٓ أدذد الإبذاػبث ٚاٌطشق ٚالأعب١ٌب ٌض٠بدة اٌفؼب١ٌت 8

 اٌّإعغت )اٌفشع(. 

1 2 3 4 5 

 5 4 3 2 1 )د١بة( أفمش اٌفمشاء.حغبُ٘ ٘زٖ اٌّإعغت )اٌفشع( فٟ حذغ١ٓ ِؼ١شت  9

 5 4 3 2 1 حغبُ٘ ٘زٖ اٌّإعغت )اٌفشع( فٟ دػُ إٌغبء بشىً خبص. 10

 

 فٜ تؼبئت ٕزا الإعتبٞبُ شنشا جضٝلا ػيٚ ٍشبسمتنٌ
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Appendix 3 

Total Quality Management Critical Success Factors  

 

Comparison of various National Quality Awards 

 

 

 

 

F
re

q
u

en
cy

  

O
f 

O
cc

u
rr

e
n

ce
 

G
Q

A
 

A
B

E
A

 

G
P

N
Q

A
 

S
A

E
A

 

J
Q

A
 

IM
C

R
B

N
Q

A
 

R
G

N
Q

A
 

E
F

Q
M

 

D
P

 

M
B

N
Q

A
 

 

 

CSF 

09 √ √ √ √ √ √ √ √  √ Top Management Support 

10 √ √ √ √ √ √ √ √ √ √ Education & Training  

01       √    Vision & Plan Statement 

10 √ √ √ √ √ √ √ √ √ √ Customer Orientation  

03    √     √ √ Supplier Quality 

Management  

10 √ √ √ √ √ √ √ √ √ √ Employee Empowerment & 

Involvement  

10 √ √ √ √ √ √ √ √ √ √ Process Flow Management 

7 √  √ √   √ √ √ √ Reward & Recognition  

01          √ Benchmark  

10 √ √ √ √ √ √ √ √ √ √ Strategic Quality Planning  

7  √ √ √ √ √   √ √ Information, Evaluation & 

Analysis  

02  √       √  Product Design 

03  √       √ √ Product Quality  

01         √  Unity Of Purpose  

10 √ √ √ √ √ √ √ √ √ √ Internal Quality Results  

10 √ √ √ √ √ √ √ √ √ √ External Quality Results  

02         √ √ Quality System 

Improvement  

01         √  Organization  

01         √  Standardization  
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Critical success factors of TQM according to measurement studies 

 

The Author/ Year 

 

No. of 

CSFs 

 

Critical success factors of TQM 

1. Saraph et .l (1989) 8 Top-management leadership, quality department, training, product/ service 

design, supplier quality management, process management, quality data 

reporting and employee relations. 

2. Flynn et al.(1994) 11 Leadership, quality feedback, quality improvement rewards, teamwork, 

process design, supplier management, process control, cleanliness and 

customer interaction, and new product quality. 

3. Ahire et al. (1996) 12 Top-management commitment, benchmarking, quality information use, 

employee involvement, training and education, empowerment, supplier quality 

management, statistical process control usage, design quality management, 

Customer focus, supplier performance, and product quality. 

4. Zhang et al. (2000) 11 Leadership; supplier quality management; vision and plan statement; 

evaluation; process control and improvement; product design; quality system 

improvement; employee participation; recognition and reward; education and 

training and customer focus. 

5. Motwani (2001)  Leadership, training, Customer Focus and Satisfaction, supplier quality 

management, Information and Analysis, And communication to improve 

quality.  

6. Türker (2002) 8 Top management and quality policy, quality department, training, 

Product/service design, Supplier quality management, Process management, 

Quality data and reporting and Employee relations 

7. Bayazit 

( 2003) 

6  Top management support, employee involvement and commitment, customer 

focus, quality education and training, teamwork, and use of statistical 

techniques. 

8. Conca (2004) 8 Leadership, quality strategic planning, human resource management, supplier 

management, customer focus, process management, continuous improvement, 

learning. 

9. Saravanan, & Rao 

(2006) 

12 Top Management Commitment and Leadership, Benchmarking, Customer 

Focus and Satisfaction, Service Marketing, Social Responsibility, Human 

Resource Management (HRM), Employee Satisfaction, Service Culture, 

Services cape, Continuous Improvement, Technical System, Information and 

Analysis  

10. Bayraktar et al. 

(2008) 

11 Leadership, Vision, Measurement and evaluation, Process control and 

improvement, Program design, Quality system improvement, Employee 

involvement, Recognition and reward, Education and training, Student focus, 

Other stakeholders‟ focus. 
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11. Das et al. (2008) 9 Top management commitment, Supplier management, Continuous 

improvement, Product innovation, Benchmarking, Employee involvement, 

Reward and recognition, Education and training, Customer focus and Product 

quality. 

12. Mustafa & Bon 

(2013) 

7 Top management /Leadership, Customer Focus, Information & Analysis, 

Training, Continuous improvement, Employee involvement and Employee 

empowerment.  

13. Talib et al. (2013) 17 Top-management commitment, Customer focus, Training and education, 

Continuous improvement, Supplier management, Employee involvement, 

Information and analysis, Process management, Quality systems, 

Benchmarking, Quality culture, Human resource management, Strategic 

planning, Employee encouragement, Teamwork, Product/ service design and 

Communication . 
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Appendix 4 

List of MFIs Branches in Yemen 
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Appendix 5  

Non-Response Bias Test 

Group Statistics 

BIAS N Mean 

Std. 

Deviation 

Std. 

Error 

Mean 

LM EARLY 77 4.07 .637 .073 

LATE 48 3.99 .759 .110 

CF EARLY 77 4.54 .569 .065 

LATE 48 4.38 .611 .088 

SP EARLY 77 4.11 .598 .068 

LATE 48 4.19 .757 .109 

TR EARLY 77 3.97 .589 .067 

LATE 48 4.02 .695 .100 

CI EARLY 77 4.12 .677 .077 

LATE 48 4.15 .740 .107 

BM EARLY 77 3.60 .973 .111 

LATE 48 3.87 1.005 .145 

QC EARLY 77 4.22 .445 .051 

LATE 48 4.20 .502 .072 

IG EARLY 77 3.75 .793 .090 

LATE 48 3.89 .787 .114 

ID EARLY 77 3.97 .482 .055 

LATE 48 4.04 .439 .063 

RE EARLY 77 3.63 .831 .095 

LATE 48 3.66 .800 .116 

ITK EARLY 77 4.16 .675 .077 

LATE 48 4.06 .651 .094 

ITB EARLY 77 4.46 .691 .079 

LATE 48 4.43 .699 .101 

ITP EARLY 77 4.16 .525 .060 

LATE 48 4.17 .598 .086 

FP EARLY 77 3.85 .672 .077 

LATE 48 3.97 .687 .099 

CP EARLY 77 4.07 .603 .069 

LATE 48 4.04 .552 .080 

PP EARLY 77 3.67 .586 .067 

LATE 48 3.76 .492 .071 

LGP EARLY 77 4.10 .612 .070 

LATE 48 4.07 .525 .076 

SOP EARLY 77 4.02 .860 .098 

LATE 48 4.11 .771 .111 
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Independent Samples Test 

 

Levene's Test for 

Equality of Variances 
t-test for Equality of Means 

F Sig. T Df 
Sig.  

(2-tailed) 

Mean 

Difference 

Std. Error 

Difference 

95% Confidence 

Interval of the 

Difference 

Lower Upper 

LM 

Equal variances 

assumed 
1.196 .276 .636 123 .526 .080 .126 -.170 .330 

Equal variances not 

assumed   
.611 86.994 .543 .080 .131 -.181 .341 

CF 

Equal variances 

assumed 
.566 .453 1.469 123 .144 .158 .108 -.055 .371 

Equal variances not 

assumed   
1.444 94.415 .152 .158 .109 -.059 .375 

SP 

Equal variances 

assumed 
.424 .516 -.710 123 .479 -.087 .122 -.328 .155 

Equal variances not 

assumed   
-.672 82.889 .503 -.087 .129 -.343 .170 

TR 

Equal variances 

assumed 
.919 .340 -.406 123 .685 -.047 .116 -.277 .183 

Equal variances not 

assumed   
-.391 87.560 .697 -.047 .121 -.287 .193 

CI 

Equal variances 

assumed 
.127 .722 -.269 123 .788 -.035 .129 -.290 .221 

Equal variances not 

assumed   
-.264 93.123 .793 -.035 .132 -.296 .227 

BM 

Equal variances 

assumed 
.103 .749 -1.488 123 .139 -.270 .181 -.628 .089 

Equal variances not 

assumed   
-1.477 97.361 .143 -.270 .183 -.632 .093 

QC 

Equal variances 

assumed 
1.035 .311 .175 123 .861 .015 .086 -.155 .185 

Equal variances not 

assumed   
.170 90.860 .865 .015 .088 -.161 .191 

IG 

Equal variances 

assumed 
.028 .867 -.965 123 .336 -.140 .145 -.428 .147 

Equal variances not 

assumed   
-.967 100.487 .336 -.140 .145 -.428 .148 

ID 

Equal variances 

assumed 
1.907 .170 -.880 123 .380 -.075 .086 -.245 .094 

Equal variances not 

assumed   
-.900 106.879 .370 -.075 .084 -.241 .091 

RE 
Equal variances 

assumed 
.302 .584 -.201 123 .841 -.030 .151 -.329 .268 
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Equal variances not 

assumed   
-.203 102.733 .840 -.030 .149 -.327 .266 

ITK 

Equal variances 

assumed 
.174 .677 .798 123 .427 .098 .122 -.145 .340 

Equal variances not 

assumed   
.804 102.545 .423 .098 .121 -.143 .338 

ITB 

Equal variances 

assumed 
.002 .965 .248 123 .804 .032 .128 -.221 .284 

Equal variances not 

assumed   
.248 99.013 .805 .032 .128 -.222 .286 

ITP 

Equal variances 

assumed 
.949 .332 -.103 123 .918 -.011 .102 -.212 .191 

Equal variances not 

assumed   
-.100 90.134 .920 -.011 .105 -.219 .198 

FP 

Equal variances 

assumed 
1.018 .315 -1.032 123 .304 -.129 .125 -.376 .118 

Equal variances not 

assumed   
-1.027 98.212 .307 -.129 .125 -.377 .120 

CP 

Equal variances 

assumed 
2.276 .134 .234 123 .815 .025 .107 -.188 .238 

Equal variances not 

assumed   
.239 106.506 .811 .025 .105 -.184 .234 

PP 

Equal variances 

assumed 
1.892 .171 -.876 123 .383 -.089 .102 -.290 .112 

Equal variances not 

assumed   
-.912 112.493 .364 -.089 .098 -.282 .104 

LGP 

Equal variances 

assumed 
1.605 .208 .235 123 .815 .025 .107 -.186 .236 

Equal variances not 

assumed   
.243 111.144 .808 .025 .103 -.179 .229 

SOP 

Equal variances 

assumed 
.546 .461 -.563 123 .574 -.086 .152 -.387 .215 

Equal variances not 

assumed   
-.577 107.939 .565 -.086 .148 -.380 .208 
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Appendix 6  
Outliers Result 

N MAH_1 N MAH_1 N MAH_1 N MAH_1 

1 39.18376 35 79.08694 69 71.44999 103 52.07244 

2 49.0914 36 71.9919 70 77.63944 104 45.80358 

3 41.73207 37 97.08926 71 69.07791 105 36.95115 

4 36.96378 38 103.37232 72 67.95212 106 50.01113 

5 34.12971 39 99.83546 73 73.54678 107 49.92502 

6 56.96196 40 92.45439 74 81.95745 108 50.79572 

7 34.99547 41 80.50968 75 45.59695 109 35.60298 

8 51.38944 42 70.40973 76 42.20342 110 40.99246 

9 45.58131 43 69.57523 77 51.6984 111 38.56952 

10 44.93443 44 80.3421 78 41.78409 112 42.20342 

11 42.4479 45 82.35839 79 32.71984 113 43.76303 

12 41.70088 46 80.52454 80 45.50378 114 41.78409 

13 45.80358 47 74.73286 81 44.49259 115 32.71984 

14 36.95115 48 88.07406 82 39.38655 116 45.50378 

15 51.42846 49 87.05939 83 45.16238 117 47.33177 

16 64.75316 50 80.55235 84 52.28279 118 45.96098 

17 50.79572 51 99.14901 85 49.98286 119 56.04605 

18 35.60298 52 77.3996 86 43.19585 120 49.15515 

19 40.99246 53 87.37369 87 56.57734 121 49.98286 

20 81.27161 54 86.35036 88 46.65402 122 43.19585 

21 57.21 55 70.42806 89 51.1928 123 55.56333 

22 60.42878 56 70.57398 90 98.28285 124 39.93945 

23 75.10549 57 92.68652 91 75.3384 125 51.7462 

24 72.78136 58 65.35534 92 39.18376   

25 81.08249 59 78.95639 93 43.62122   

26 57.23549 60 71.33041 94 51.75505   

27 99.85467 61 94.65309 95 36.96378   

28 54.03812 62 62.97757 96 31.46072   

29 85.83555 63 47.63409 97 43.01043   

30 92.19792 64 64.6088 98 35.28223   

31 80.33965 65 80.69982 99 46.76165   

32 83.93848 66 93.07213 100 69.86749   

33 94.545 67 83.95485 101 44.93443   

34 76.23652 68 66.6999 102 42.4479   
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Appendix 7 
Skewness and Kurtosis Results for Normality Test 

 

Descriptive Statistics 

  

N Mean Skewness Kurtosis 

Statistic Statistic Statistic 

Std. 

Error Statistic 

Std. 

Error 

LM 125 4.04 -1.230 .217 1.656 .430 

CF 125 4.48 -1.324 .217 2.104 .430 

SP 125 4.14 -.920 .217 1.470 .430 

TR 125 3.99 -.962 .217 .970 .430 

CI 125 4.13 -1.318 .217 3.034 .430 

BM 125 3.70 -.733 .217 .199 .430 

QC 125 4.21 -.519 .217 -.484 .430 

IG 125 3.80 -.690 .217 .615 .430 

ID 125 3.99 -.291 .217 .292 .430 

RE 125 3.65 -.504 .217 -.093 .430 

ITK 125 4.12 -.701 .217 .364 .430 

ITB 125 4.45 -1.033 .217 .006 .430 

ITP 125 4.16 -.506 .217 .340 .430 

FP 125 3.90 -.459 .217 .100 .430 

CP 125 4.06 -.444 .217 .539 .430 

PP 125 3.71 .211 .217 -.034 .430 

LGP 125 4.09 -.103 .217 -.199 .430 

SOP 125 4.05 -1.211 .217 2.008 .430 

Valid N 

(listwise) 
125           
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Appendix 8 

 

 

  

  

  

  

 

 

 

 

Linearity Test 
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Appendix 9 

Multicollinearity Test 

 

 

 

 

 

 

 

 

 

 

 

Coefficients
a
 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

T Sig. 

Correlations 

Collinearity 

Statistics 

B 

Std. 

Error Beta 

Zero-

order Partial Part Tolerance VIF 

1 (Constan) 
2.213 .273   8.093 .000           

TQM .215 .084 .255 2.560 .012 .505 .227 .189 .549 1.823 

MO .153 .079 .205 1.943 .054 .506 .174 .143 .488 2.049 

ITCAP .534 .212 .232 2.523 .013 .479 .224 .186 .639 1.565 

a. Dependent Variable: MFIPER 

Coefficientsa 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

T Sig. 

Correlations 

Collinearity 

Statistics 

B 

Std. 

Error Beta 

Zero-

order Partial Part Tolerance VIF 

1 (Constant) -.345 .113   -3.064 .003           

TQM .079 .035 .216 2.253 .026 .502 .200 .163 .571 1.750 

MO .142 .031 .437 4.564 .000 .578 .382 .330 .571 1.750 

a. Dependent Variable: ITCAP 
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