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ABSTRACT 

The influences of production enhancements in the world, in ASEAN countries 
and especially in the Malaysia automotive industry have prompted this study 
to investigate the relationship between quality management practices and 
organizational performance. The Malaysian automotive industry has become 
an important component of the country's economic development. This study 
also examines the effects of sustainable product development as a mediator 
and organizational characteristics as moderator of the study relationships. This 
study is based on 91 automotive component manufacturing suppliers of simple 
random sampling method was scattered throughout Malaysia. The data 
obtained in this study were analyzed using techniques such as factor analysis, 
multiple regressions, the Pearson Product Moment Test and Hierarchical 
Multiple Regression. Factor analysis was run to decrease items into specifics 
factors. Multiple Regression analysis was employed to test the relationships 
between quality management practices and organizational performance. The 
Pearson Product Moment Test was used to determine which dimensions of 
quality management practices had strong, positive, significant correlation 
related to organizational performance. Hierarchical Multiple Regression 
analysis was employed to investigate the relationship of sustainable product 
development as mediator, organizational characteristics as moderator in 
relationship with chosen variables. The study revealed that quality 
management practices had positive, significant relationships with 
organizational performance. In addition, Sobel's test showed that the 
mediating variable of sustainable product development influenced the 
relationship between quality management practices and organizational 
performance. This study also revealed that organization characteristics did not 
act as moderator in the relationship between quality management practices and 
organizational performance. The study also revealed that various theories such 
as RBV, Institutional theory and Stakeholder theory can be used to improve 
the performance of automotive supplier organizations in Malaysia. Meanwhile, 
this study also found that the implementation of quality management practices 
could enhancement the organizational performance. 

Keywords: Quality management practices, sustainable product development, 
organization characteristics, organizational performance and Malaysian 
automotive suppliers 



ABSTRAK 

Sektor automotif merupakan komponen terpenting dalam pembangunan 
ekonomi negara. Pengaruh ledakan kemajuan automotif diperingkat dunia 
pada amnya, khasnya di Asia dan di Malaysia, khususnya telah menimbulkan 
satu keperluan akan pentingnya satu kajian dijalankan untuk menyelidik 
hubungan di antara amalan pengurusan kualiti dan prestasi organisasi, 
pengaruh perantaraan pembangunan produk lestari antara hubungan amalan 
pengurusan kualiti dengan prestasi organisasi; serta pengaruh penyederhana 
kriteria organisasi antara hubungan amalan pengurusan kualiti, pembangunan 
produk lestari dan prestasi organisasi. Kajian in dilakukan terhadap 91 buah 
organ isasi pengeluaran komponen automotif di Malaysia. Pendekatan statistic 
digunakan untuk menghurai data yang diperolehi dalam kajian ini. Beberapa 
pendekatan kajian telah diupayakan untuk menganalisis data seperti analisis 
faktor, analisis regrasi, ujian Pearson, analisis regrasi pelbagai, analisis regrasi 
pelbagai bertingkat. Analisis faktor dijalankan untuk menentukan beberapa 
faktor yang terpilih. Analisis regrasi pelbagai digunakan untuk menguji 
hubungan antara amalan pengurusan kualiti dan prestasi organisasi. Uj ian 
Pearson pula dilakukan untuk meneliti sama ada dimensi dalam amalan 
pengurusan kualiti mempunyai hubungan secara langsung dengan prestasi 
organisasi. Analisis regrasi pelbagai peringkat digunakan untuk melihat 
pengaruh perantaraan pembangunan produk lestari, serta pengaruh 
penyederhana kriteria organisasi terhadap hubungan amalan pengurusali kualiti 
dan prestasi organisasi. Hasil kajian menunjukkan bahawa a~nalan pengurusan 
kualiti mempunyai hubungan secara langsung dengan prestasi organisasi. 
Dalam u.j ian Sobel, terdapat pengaruh perantaraan pembangunan produk lestari 
antara hubungan amalan pengurusan kualiti dan prestasi organisasi; serta 
pengaruh penyerderhana sempuma kriteria organisasi terhadap hubungan 
amalan pengurusan kualiti, pembangunan produk lestari dan prestasi 
organisasi. Hasil kaj ian memperlihatkan bahawa gabungan beberapa teori 
seperti teori RBV, teori institusi dan teori pemegang taruh dapat meningkatkan 
prestasi syarikat. Faktor sumbangan pengurusan dalam kajian ini ialah amalan 
pengurusan kualiti dapat meningkatkan lagi prestasi syarikat. 

Kata kunci: amalan pengurusan kualiti, pembangunan produk lestari, kriteria 
organisasi, prestasi organisasi dan automotif Malaysia 
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CHAPTER ONE 

INTRODUCTION 

1.1 Introduction 

In chapter one there have ten main areas will be discussed in details. It begin 

with introduction, background. research problem statement, research questions 

and objectives, research scope, study significance, definitions of terms, and 

thesis organization. 

1.2 Background of the Study 

These decades. quality management practices and sustainable product 

development play important roles in advancing firms in the competitive market. 

Thus, it is believed that quality management is basic practices for orgailization 

survival (Nair, 2006), and nowadays, many organizations have embedded quality 

management practices into their operations. Previous studies by Flynn. 

Schroeder, & Sakakibara, (1995); Powell, (1995); Lakhal, Pasin, & Limam, 

(2006); Jirapattarasilp (2011); Kalra and Pant (2013) agreed that QM practices 

support the organization performance. 

As result, many organizations have adopted quality management practices 

that focused on improving quality, which can substantially improve 

organizational performance (Yahya & Goh, 2001). Furthermore, quality of 

product is keys of success in manufacturing industry (Curkovic, Vickery. & 

Droge, 2000). However, to focus on the quality alone is still insufficient for 

organizations to survive without considering environmental issues (e.g., 

sustainable products) (Ishioka & Yasuda, 2009). 
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The increasing sustainable product development that consists of 

environmental concerns. growing environmental issues. public pressure and 

stricter regulations, are fundamentally impacting the way organizations design 

and launch new products across the globe (Choi, Nies, & Ramani, 2008). Thus, it 

could be and advantage if the organization could understand well regarding the 

requirement of sustainable product development, which requires three main 

pillars: namely as environment, economic, and social aspects (Hemming, Pugh, 

Williams, & Clackburn, 2004). 

In other words, a consideration of quality management practices and 

sustainable product development made by organizations towards their new 

product launched could lead to profitable advantages in the competitive market. 

This is because both these elements are important aspects that require the firms to 

be exerting conscious and sustained efforts to continuously improve all facets of 

their business for long term. 

1.2.1 Significant Contribution of SMEs in Malaysian Automotive 
lndustry 

The Malaysian automotive industry is significantly contributed 

to economic activities. Furthermore, in the Malaysian economy it 

provides a livelihood to more than 200,000 people (Ragayah & 

Shahadan, 2009). We cannot deny that automotive products have 

contributed to economy and benefit to people transportation, but it 

processes of automotive products have significance to impact of 

environment (Nunes & Bennet, 201 0). 



In fact, in the twenty-first century, the demand toward 

environment products has been increased and requirement to greener 

products, environmentally process must relate to beyond organization 

profit (Nunes & Bennet, 2010). The automotive industry, the 

environmental impact began from the source of material and could be 

major impacts after production of the vehicle (Mildenberger & Khare, 

2000). It is for this reason the Malaysian automotive industry posed a 

degree of challenge to the industry itself in the future (Rosli, 2006). 

1.3 Problem Statement 

This study investigates issues related to quality management practices, 

sustainable product development, and organizational performance in the 

automotive industry based on three aspects, namely, theoretical, empirical, and 

practical. The theoretical aspect covers the explanation of new approaches in 

creating quality management models and ensuring sustainable product 

development in the automotive industry. The empirical aspect investigates the 

contradicting findings in previous studies on this area, while the practical aspect 

analyze current quality management practices as well as the measurement of the 

organizational performance of the Malaysian automotive industry. The following 

section discusses shortcomings and issues related to these areas. 

Many studies have investigated the relationship between quality management 

practices and organizational performance. For example, Garvin (1986) and 

Curkovic et al. (2000) argued that an organization must ensure product quality in 



the increasingly competitive and ever expanding global market, because the latter 

determines the success of a company (Curkovic et al., 2000). Sila (2005) 

recommended that quality management practices be implemented as a holistic 

integrated system, rather than an implemented subset of quality management 

practices. Several empirical studies have shown that quality management 

effectively improves organizational performance (Flynn el al., 1995; Kaynak, 

2003; Powell, 1995; Terziovski & Samson, 1999). Therefore, the research 

finding contradicts those of Ittner and Larcker (1996), who reported that 

organizational performance is not important. However, Martinez e/ al. (1 998) and 

Lawler el al. (2001) claimed that some cases have positive association. Beaumont 

et al. (1997) concluded that quality management and business performance in 

either manufacturing or service organizations are not related. Woon (2000) 

reported that manufacturing and service organizations are not significantly 

different except for one principle in favor for manufacturing organizations. 

Furthermore, numerous studies on the Malaysian automotive industry, such as 

those by Kasolang (2001), Zadry and Yusof (2006), Zakuan el al. (2007), Deros 

e/ al. (2006). Osman ct al. (2009) and Putri and Yusof, (2009), have yielded 

unsatisfactory results. This is because the relationship among the quality 

management practices, sustainable product development, organization 

characteristics, and organizational performance have not been simultaneously 

investigated. Current relevant theories and empirical evidence insufficiently 

address the issues of global sustainability (e.g. sustainable product development), 

which must be addressed and studied from the perspective of the Malaysian 

automotive industry. 



Quality management practices must be carefully selected because most are 

partial and not accurate (Powell. 1995). Moreover, implementation management 

practices increase operational costs for the company. Merino-Diaz (2003) 

claimed that management practices must be able to distinguish between quality 

management input and quality management output. Quality management 

practices have thus been selected based on the frameworks of Flynn et al. (1995), 

Ahire et u1.(1996) and Merino-Diaz (2003), which emphasize human resources 

management, product design, process approach, customer focus, leadership, 

continuous improvement, strategic planning, information analysis, and supplier 

management, which are primary dimensions that directly improve product 

quality. 

At present, quality management practices seem to have progressed into a 

third generation of quality management (Foster, 2005). For the new generation of 

quality management, the objectives are wider than the survival of the 

organization and include the pro~notion of global sustainability, which should be 

properly planned. Isaksson (2004) suggested that quality management practices 

lack theories and research on extended management structures that support global 

sustainability; the author also argued that values, methodologies, and tools must 

be reviewed. This finding is supported by Choi el al. (2008) who claimed that 

organizations must discover new approaches to ensure global sustainability. 

especially in the automotive industry (Mc Auley, 2003). Foster and Jonker (2007) 

mentioned that quality management significantly contributes to organizational 

development and performance, but its lack of theoretical framework has 

contributed to its marginalization in the last decade. The lack of theories to 



support the new approach of quality management practices and organizational 

performance of the automotive industry has created a gap in the available 

knowledge. 

Researchers increasingly agree that long-term social studies are unsustainable 

(Meadow el ul., 1972; Steffen el nl.. 2004; Stern, 2006). This transition towards a 

sustainable society requires companies, governments, institutions. and 

individuals to make strategic decisions based on their understanding of the 

requirements and challenges of their respective transitions (Byggeth & Broman, 

2001). Product development is among the critical intervention points for the 

transition of society towards sustainability (Hallstedt, 2008). Roozenburg and 

Eekels (1  995). Charter and Chick (1 997). and Ritzen (2000) all argued that the 

effects of a product throughout its life cycle are largely determined by decisions 

made during its development stage. The society still generally remains 

unsustainable despite these suggestions. The actual "greening" of products 

(Baumann, 2000), time and economic resources (Hansen, 1996), and the lack of 

incentives (van Heme1 & Cramer, 2002) have all slowly progressed. Smith and 

Sharicz (201 1) claimed that an organization should consider not only the profit, 

but also triple bottom-line perspectives in product development. Organizations 

can also achieve better business performance by striving to gain competitive 

advantage. Among the proposed measures is the linkage of quality management 

practices and sustainable product development (Ishioka & Yasuda. 2009). 

Despite the large amount of literature on quality management and environmental 

management (e.g., sustainable product development), research on improving 



organizational performance, which combines both, remains scarce (Lagrosen, 

2004). 

Another important deficiency discussed from the empirical perspective is that 

previous researchers have not studied environmental management (e.g. 

sustainable product development) as the mediating variable. Al-Tuwaijri et ul. 

(2004). Hart and Ahuja. (1996), King and Lenox, (2002), and Klassen and 

McLaughlin (1 996) reported that environmental management is the independent 

variable, and the organizational performance is the dependent variable in the 

positive relationship between the two. However. Molino-Azorin et ul. (2009) 

claimed that environmental management (e.g., environmental performance) is an 

independent variable that is possibly linked to organizational performance. 

Although extensive research on the influence of sustainable product development 

on the profitability of organizational performances has been conducted, no single 

empirical study has yet to adequately examine sustainable product development 

as a mediating variable. Thus, the existence of issues on sustainable products and 

how they alter the association between the predictor and the criterion must be 

examined further (Dale & Plunkett, 1995). Issues on sustainable product 

development may modify the causal relationship and the sequences between 

independent and dependent variables (Baron & Kenny. 1986; Howell el a/.. 

1986; Frazier et ul., 2004; MacKinnon et ul., 2007). 

Meanwhile, Molino-Azorin et u1. (2009) claimed that research on 

environmental management (e.g., sustainable product) has been mostly 

theoretical and anecdotal; thus, more quantitative empirical studies must be 

performed. This statement clearly supports the argument that sustainable product 
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development serves a mediating role. Thus. there is a need to formulate relevant 

theories and find empirical evidence to explain the effects of sustainable product 

development on organizational performance. especially in the Malaysian 

automotive industry. A study must till this void in the theoretical and empirical 

levels. 

This study also assesses whether organizational characteristic criteria, such as 

firm size, type of ownership and length of quality management adoption, 

moderate the relationsl~ip between quality management practices and 

organizational performance. Previous studies have suggested that the length of 

quality management adoption and its performance are positively related (Powell. 

1995; Terziovski & Samson, 1999; Dow et crl., 1990: Arawati & Za'faran, 2000). 

However, Arawati (2008) claimed that the length of quality management 

adoption in the Malaysian electronics industry is not related to the electrical 

industry. Ramasany et ul. (2005) stated that firm size is negatively correlated. and 

ownership type in Malaysian palm oil is positively correlated to the length of 

quality management adoption. Empirical evidence for objectively investigating 

firm size, ownership type, and the length of quality management adoption in the 

Malaysian automotive industry is currently lacking. 

For the reasons stated above. this research attempts to fill the gap from the 

theoretical, empirical. and practical aspects of quality management practices. 

sustainable product development and organizational performance, with the aim of 

providing solutions to the identified issues, especially because the highlighted 

gap has not attracted much research attention. This research also attempts to 

study the extent of the relationship between quality management practices and 
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sustainable product development. which directly affects organizational 

performance. 

1.4 Research Questions 

Purpose of this study is to investigate the relationship among QMP (quality 

management practices), SPD (sustainable product development), OC 

(organization characteristics) and OP (organizational performance) are based on 

research background and as highlighted in research problem. In general, this 

research is guided by four major research questions: 

1. Are there any relationship between QMP and OP of Malaysia 

automotive industry? 

2. To what extent do dimensions of QMP effect on OP? 

3. What is mediating effect SPD between QMP and OP? 

4. What is the moderating effect of OC between QMP and OP? 

1.5 Research Objectives 

To answer the research questions. the following four main research 

objectives have been developed: 

1. To determine the relationship of QMP and OP. 

2. To determine effect of QMP on OP. 

3. To examine the mediating effect of SPD in between QMP on 

organizational performance. 

4. To examine moderating effect of organization characteristics of 

QMP on OP. 
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1.6 Research Scope 

This research is based on Malaysia automotive ii~dustry (inclusive of SMEs), 

where automotive manufacturing companies offer semi-finished parts or products 

to primary organizations, which include 275 vendors in Malaysia, where these 

organizations have applied the core elements of quality management practices 

and sustainable product development. 'Thus, the sample is limited to Malaysia 

automotive vendors. In this study, the researcher is interested in analyzing the 

mediating influence of sustainable product development in between quality 

management practices and organizational performance. 

Malaysian automotive industries are selected as firms to be studied for this 

research because of two reasons. Firstly, the Malaysian automotive needs a new 

approach of quality management, to validated theoretical framework as related to 

their daily operation as for sustain in their business operation since received tight 

competition from ASEAN country, especially from Thailand, Indonesia and 

Vietnam. Secondly, an automotive industry is a main contribution of Malaysian 

economic growth, while as one of backborne of achievement towards vision 2020 

compare to other industry. 

1.7 Significance of the Study 

From the literature, quality management practices and sustainable product 

development have been examined and become significant for this study. The 

study has proposed nine dimensions of quality management practices that were 

adopted from Flynn et al. (1 993 ,  Merino-Diaz (2003). 



The both quality management practices and sustainable product development 

have great inlluence on organizational performance and to measure the strength 

of the influential relationship of sustainable product development on 

organizational performance. as reason this research to fi l l  the gaps of theoretical 

framework of linkage quality management practices, sustainable product 

development, organization characteristics and organizational performance. 

However, there is very little empirical evidence, in previous studies and the 

results presented were not practical enough to generalize in automotive industry. 

This research will present the theoretical framework and empirical evidence 

of study variables in relationship QMP and OP. Mediating effect of sustainable 

product development and moderating effect of organization characteristics. The 

quantitative method was used to find out all these relationship in this study. It is 

believed that the result finding from this study will contribute academia research 

knowledge and autolnotive industry player for better sustainable products and 

quality and help the firms for survival in business operation. 

1.7.1 Contributions of Theory 

First contribution of theory is focusing QMP and OP. This study will 

investigate the each dimension in QM practices have influence on 

organizational performance. Second contribution of theory is examining the 

mediating ef'fects of sustainable product development. Thus, this study also 

provides systematic explanation for the moderating effects of organization 

characteristics. Third contribution of theory in this study is introduce new 

theoretical framework suggestion which included third generation of quality 
11 



management by addressing the theory and empirical evidence for local firms 

and global. Fourth contribution of theory, the suggestion of new dimension in 

QM practices and together with variables of sustainable product development 

and then contribute the knowledge for researcher in academia and industrial 

area. 

1.7.2 Contributions of Managerial 

Firstly, the empirical evidence of new dimension in QMP that have 

impact on OP in automotive industry. It will help industry sector to achieve 

higher level of quality products. Furthermore, this study will identify which 

of the nine variables of quality management practices can lead to strong 

organizational performance specifically within in chosen industry. 

Consequently, public pressure, regulations and global requirement towards 

environmental issues have change the landscape of chosen industry to be 

proactive in sustainable product development (namely: economic, 

environment, and social) in their new develop or current product will 

emphasizes the better organizational performance. 

Identifying the effective quality management practices, sustainable 

product development in chosen industry, practitioners must consider 

numerous factors (e.g. organization characteristics that consists of size of 

firms, ownership of firms, and length of time quality management practices 

adoption) also contributed to organizational performance. 



Secondly, from an academic standpoint, this research contributes to 

the study of third generation of quality management practices, which has 

received considerably less attention before. 

Thirdly, based from empirical evidence of these study will benefit 

many sector such as industry and related government agencies as for their 

guideline to design new policy to help local vendors to achieve better quality 

of products and sustainability in business. The finding result of this study will 

be presented in automotive vendor conference as to share the knowledge and 

research valuable finding result. On other hand, researchers in academia also 

receive the benefit of this finding result, especially those who involve directly 

in automotive industry that study related to QM practices, sustainable product 

development in SMEs sector. 

1.8 Definitions of Terms 

This parts are briefly explained the terms used in this research. These 

definitions are important of this research because it provide standardize the 

meaning throughout the research. 

(a) Quality Management Practices (QMP) 

Quality management practices are defined as a management approach to 

make a quality of products based on all members participation with focus long 

term business success, customer satisfaction throughout benefit to organization 

and society. (Wiklund, Wiklund. & Edvardsson. 2003). 



(b) Sustainable Product Development (SPD) 

Sustainable product development is defined as those products that provide 

economical, environmental, and societal benefits while protecting public health 

and environment over their whole life cycle, from the extraction of raw materials 

until the final disposal (Hemming et al., 2004). 

(c) Organizational Performance (OP) 

Organizational performance is defined as a performance output produce by 

firm against their desired output. The performance measurement framework to 

reconcile the use of financial and non-financial measures (Kaplan & Norton, 

1992; Lingle & Schjemann. 1996; Schiff & Hoffman, 1996; Lipe & Salterio, 

2000). 

(d) Organization Characteristics (OC) 

Organization characteristics are defined as a certain characteristics of 

organization in term of internal and external factors which effect the 

organizational performance. This involved strategies, structure, and activities 

(Ferreira & Teixeira, 2012; White & Bruton. 2007; Lederman, Olarreaga, & 

Payton, 2010). Organization characteristics used in this study are; size of Grn.ls, 

ownership of firms, and length of time quality management adoption. 

1.9 Organization of the Thesis 

In this study. the organization of the thesis divided into six chapters. The 

following are description of the content of each chapter. Chapter one is 
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introduction of this study that consists of introduction, research background 

related to this study, statement of problem, research questions and objectives, 

significance of study, scope and limitation of study, definitions of terms use, 

organization of thesis. 

Chapter two is literature review of study. in the first section it explains the 

relevant studies of quality management practices and their dimension used in this 

research. Second section explains the sustainable product developnlent as 

mediators and follows by organization characteristics as moderator. Finally, this 

section explains organizational performance. 

Chapter three explains the theoretical framework and development of 

hypotheses from extensive review the literatures, research design, the population, 

and instrument used. In chapter four, it explained the research methodology in 

order to get the solution of research questions. It begins to explain the related 

theory of study, theoretical framework, research hypotheses and summary. 

Chapter five will elaborate on the findings of the study. It starts by 

undertaking descriptive statistics on the respondents and organization 

demographic, goodness of measure, test for nonresponse bias, skewness and 

kurtosis. factor analysis, reIiability test, descriptive mean analysis. normality, 

linearity, multivariate outlier, multicollinearity. Pearson test, multiple regression 

analysis, and hierarchical regressions results. 



In chapter six, it concern about discussion and conclusion of study. It starts 

by discussion of findings, contribution of this study in both theoretical and 

empirical, as well as the limitation of study and recommendations for future 

research. This thesis will enclose the references of questionnaire, and the SPSS 

output as appendices. 



CHAPTER TWO 

LITERATURE REVIEW 

2.1 Introduction 

This chapter describes a detailed review of previous related literature. The 

review is carried out to identify important concepts, variables, critical success 

factors, and significant findings, and to facilitate the construction of the framework 

to be used in this study. Firstly, literatures that are relevant to quality management 

practices (QMP) and its dimensions are reviewed. Also, the concept of sustainable 

product development (SPD), organization characteristics (OC), and organizational 

performance (OP) is carried out for justification of the study. 

The comprehensive literature base has given broad establishment of the 

relationship between developed constructs. Since, there has not been much research 

done in development of dimension in new age of automotive industry, especially 

between the construct of quality management practices, sustainable product 

development, organization characteristics, and organizational performance. The 

study hopes to extricate the relationship of QM practices and organizational 

performance that mediated effect by sustainable product development and 

moderating influence of the organizational characteristics. 



2.2 Research Theoretical Background 

This research theoretical background is integrated with three types of theory 

namely: resource based view theory, institutional theory, and stakeholder theory. 

Following statement will be describing on the related theories use in this research. 

2.2.1 Resources Based View Theory 

According to authors such as (Schumpeter. 1934; Penrose, 1959: 

Wernerfelt, 1 984; Barney, I 99 1 ; Nelson, 1 99 1 ; Prahalad & Hamel. 1 990: Teece, 

Pisano. & Shuen, 1997) claimed that resource-based view of the firm is an 

influential theoretical framework for understanding how competitive advantage 

within firms is achieved and how that advantage might he sustained over time. 

In particular, resource-based view assumes that firms can be conceptualised as 

bundles of resources that those resources are heterogeneously distributed across 

firms, and that resource differences persist over time (Amit & Schoemaker, 

1993; Penrose, 1959: Wernerfclt. 1984). 

2.2.2 Institutional Theory 

Institutional theory emphasizes the role of social and cultural pressures 

imposed on organizations that influence organizational practices and structures 

(Scott, 1992). This theory is implied by Jennings and Zandbergen (1995). who 

were amongst the first to apply institutional theory to explain the organizations' 

adoption of environmental management practices. 



According to Hoffman and Ventresca (2002), the institutional sociology 

framework emphasizes the importance of regulatory, normative, and cognitive 

factors that effect firms' decisions to adopt a specific organizational practice, 

above and beyond the practices of technical efficiency. However, firms can 

adopt various types of environmental management practices in response to 

institutional pressures. As a result of this, Sharma (2000) further explained that 

there were two conditio~ls to a firm's response to institutional pressures, firstly, 

there are environmental strategies of conformance that focus on complying 

with regulations and adopting standard industry practices, secondly. there are 

voluntary environmental strategies that seek to reduce the environmental 

impacts of operations beyond regulatory requirements. 

2.2.3 Stakeholder Theory 

The term of "stakeholder" was used by Freeman (1084) during he wrote 

the first internal memorandum at the Stanford Research Institute. He claimed 

that stakeholder can be defined as groups have a capable to cease the 

organization out in business. Furthermore, Foley (2005) argued that the 

stakeholders can be defined those entities that are interested in organization 

business, could effect the organization performance if their requirement are not 

fulfilled. Moreover, Schilling (2000) stressed that the organization could be 

failed in business if they not recognized the stakeholder relationship in their 

business strategies. As reason. Foley (2005) identified that the managing and 

engagement the stakeholder are more important agenda in nowadays business. 



Since 1990s, the scope of stakeholder have been debated whether it 

should be included with social and ecological needs (Waddock & Mclntosh, 

2009). Consequently, the definition of stakeholder should go far beyond of the 

relationship with customer. It should be included with employees, suppliers, 

partners, market analysts and investors (Galbreath, 2002; Donaldson, 1998). 

However, Susniene and Vanagas, 2005 claimed that the multidimensional 

relationship should be involved with supplier, customer, investors, employees. 

government, political groups, business association and community. I t  was 

support by Barney (2001) agreed that by truly independent relationship, trust 

each other in multidimensional relationship that will create win-win 

opportunity for business environment. 

In this study, stakeholder theory is view on how the quality management 

practices can be integrated with internal and external relationship. This 

relationship should be emphasized in organization strategies, as far as to 

encourage the multidimensional relationship among stakeholder and beneficial 

to the organization (Susniene & Vanagas, 2005). 

2.3 Quality Management Practices 

Juran (1988) states that the origin of handicraft industries and their quality 

control in China's history can be traced back to the 16"' century. However. Steffens 

and Bradley (2006) have credited Ibn al-Haytham (965-1040) as being first scientist 

who contributed to quality studies. This is supported by Morgan and Hamilton 

(2007), who described the significance and contributions of Ibn al-Haytham in the 



field of science management. Furthermore, there were contributions of quality 

management practices from quality gurus such as Deming (1986) who has a 

statistical background. and declared that the manufacturing process can be measured, 

and when process variations occurred, they can be traced back to their root causes. 

He also emphasized that those fourteen points that were introduced could be used as 

guidelines to help management transform their businesses. However, Juran (1986) 

believed that quality must be planned, and he further added that the improvement of 

quality must begin from the top management. 

Meanwhile, the concept of quality management practices had been 

implemented a long time ago; it has been used prominently since the 1950s as an 

instrument for managing change, and according to Rampersad (2005), quality 

management began in Japan following visits by three key American quality gurus. 

The ideas propagated by these quality gurus can be divided into four periods, as 

mentioned by Mann and Kehoe (1994). The first period is when the Americans took 

the messages of quality to the Japanese in the early 1950's. The second period is the 

Japanese responded from the late 1950's onwards. The third period is the new 

Western wave concentrated on quality awareness from the 1970's onwards, and the 

fourth period is Motorola's strategy in the 1980's, of increasing profitability by 

reducing defects, based on the Six Sigma methodology. 

Feigenbaum (1983) is the originator of total quality control, and argues that 

quality needs to be applied to all stages of a process. On the other hand, Ishikawa 

(1 985) has paid particular attention to technical statistical techniques used in the 

industry. Moreover, Taguchi and Wu ( 1  979) have paid particular attention to quality 



in the design stage. They focused on the methodology of testing products prior to the 

manufacturing process. 

This study framework established reflects the idea expressed by Ahire and 

Golhar (1 996). Their opinion is that commitments on the part of management can be 

seen by implementing a set of strategies that take into account three important 

stakeholders in the operation of the organization: customer, supplier, and employees. 

Therefore, this study will use the quality management practices of critical success 

factors as developed by Merino-Diaz (2003), which were identified five quality 

management practices are core in manufacturing industry are namely. design of 

products, human resources management, process approach. supplier management, 

and customer focus. 

Unfortunately, there is no fixed definition of quality. But, there are numerous 

definitions of quality; but interestingly, no sole definition can explain the whole 

picture of quality (Eriksson & Hansson, 2003). Reeves and Bednar (1994, p.419) 

have pointed out that: "Regardless of the time period or context in which quality is 

examined, the concept has had multiple and often muddled definitions and has been 

used to describe a wide variety of phenomena". 

011 the other hand, quality management has been defined as a philosophy or 

an approach to management, and made up of a set of mutually reinforcing principles, 

each of which is supported by a set of practices and techniques (Dean & Bowen, 

1994). In addition, Tari and Sabater (2006) declared that the theory of quality 

management has been developed from three areas; contributions from quality leaders 

(Deming, 1982; Ishikawa, 1985; Juran. 19881, formal evaluation models (e.g., 

European Quality Award) and measurement studies (Flynn et al.. 1994; Saraph et al.. 



1989). As a result, quality management practice definitions have been influenced by 

the contributions from quality leaders. 

Based on previous studies in automotive industries, such as Ahire and 

O'Shaughnessy (1 998) have identified that quality management practices construct 

consists of customer focus, supplier quality management, employee empowerment 

have influence the organizational performance in US and Canada countries. 

Kasolang (2001) claimed that leadership, strategic planning, customer focus, market 

focus, information and analysis, human resources management, process management 

and business result have positive relationship with organizational perfomlance in 

Malaysia automotive industry. 

Isac (2010) claimed that the construct of quality management practices are 

such as customer focus, continuous improvement, employee empowerment, use of 

quality tools, product design and supplier management have impact of organizational 

performance in Romania automotive industry. Park, Kim, and Chan (2006) 

emphasized that quality management practices element of process management, 

human resources, top management strategies are important factors in Korean 

automotive industry. Meanwhile, Zadry and Yusof (2006) stressed that quality 

management construct are namely measurement feedback, leadership, work 

environment and culture, system and process, supplier management, continuous 

improvement, education and training, and resources management are critical agenda 

in Malaysia automotive industry. 

Similarly, Zakuan ef al. (2007) studied that quality management practices of 

construct are namely quality leadership, customer focus, quality information, human 



resources management, strategic planning, supplier management, quality result, and 

quality assurance are important elements in Malaysia automotive industry. However, 

Deros et u1. (2006) have found that quality management practices that consist of top 

management, training, decision on fact, teamwork, internal and external customer 

focus are required in Malaysia automotive industry. Jirapattarasilp (201 1) studied in 

Thailand automotive industry have revealed that quality management practices of 

construct are known as quality management policy, quality management method, top 

management involvement, quality activities, usage of quality tools, human resources 

management, team working. data collection, quality process, cost control. and 

product development are element need to absorbed by automotive industry. 

Generally, from the definitions for core elements of TQM from previous 

studies, and on the basis of a thorough review of the literature (Crosby. 1979; 

Deming. 1986: Juran, 1988, Sila & Ebrahimpour. 2002, Flynn et ul., 1995), the 

researchers had identified nine initial core elements of quality management practices. 

Table 2.1 summarized the core elements as dimensions of quality management 

practices used in this study. There are leadership, human resources, supplier 

management, customer focus, process approach, product design. strategy planning, 

illformation analysis, and continuous improvement. 



Table 2.1 
The Core Elements c$Quulity Management Practices 
Core Elements Authors (Year) 
Leadership Saraph et al. (1989); Ahire et al. (1996); Brah et al. (2000); Sila 

and Ebrahimpour (2002); Lakhal et al. (2006); Fotopoulos and 
Psomas (2009); Kasolang (2001);Zakuan el 1 (2007); 
Arumugam et al. (2011); Kalra and Pant (2013); Ramesh 
(201 2); Talib and Rahman (201 0). 

Human Resources Tari et a1.(2006); Sila, (2005); Ou et u1.(2007); Brah and Lim. 
(2006); Karuppusami and Gandhinathan, (2006); Ramesh 
(20 12); Jirapattarasilp (20 1 1 ) 

Supplier Sila (2007); Zadry and Yusoff, (2006); Demirbag e/ a1.(2006); 
Management Kaynak, (2003); Arawati, (2005); Tari et a1.(2006); 

Karuppusami and Gandhinathan, (2006); Kalra and Pant (201 3); 
Punnakitikashem e/ al. (201 0 )  

Customer Focus Deming (1 986); Juran, ( 1988); MBNQA, ( 1  987); Rampersad, 
(2001); Zairi, (2000); Kanji and Wallace, (2000); Terziovski 
and Samson, (1999); Lagrosen, (2000); Taylor and Wright, 
(2003); Flynn e/ a1.(1995); Venkatraman. (2007); Kalra and 
Pant (20 1 3) 

Process focus Juran, (1989); MBNQA, (1987); Terviovski and Samson, 
( 1  999); Harrington. ( 1  995); Sallis, ( 1  996); Bergman and 
Klefsjo, (2003); Venkatraman. (2007); Kalra and Pant (2013); 
Ramesh (20 12) 

Design of Product Li et ul, (2003); Kaynak. (2003); Arawati, (2005); Salaheldin, 
(2009); Kalra and Pant (20 13) 

Strategy Planning Mintzberg (1994); Quinn (2000); Evans and Lindsay (2005); 
Punnakitikashem et al. (20 10) 

Information Molander (1993); De Ron (1998); Oakland (2000); Sarkis 
Analysis (2001); Wiele and Brown (2002); Bergman and Klesfjo (2003); 

Punnakitikashem el 01. (20 10) 

Continuous Marin-Garcia el u1.(2008); Imai ( 1  986); Caffyn (1999); Dooley 
Improvement and Johnson (2001); Bessant el a1.(1994); Dale and Plunkett 

(1995); Osman et ul. (2009) 

In this study, the researcher have emphasized that there are necessity to find 

out the critical elements in nowadays automotive business. Thus, automotive 

industry has faced critical decisions in term of quality of products and globalization 
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of industries. This study proposed the constructs of quality management practices are 

namely: leadership. human resources management, supplier management, customer 

focus, process approach, design of product, strategy planning, information analysis, 

and continuous improvement. 

2.3.1 Leadership 

The implementation of quality management practices in the plant is 

needed initiative from leadership of the organization. As suggested by Dale 

and Plunkett (1995). Juran (1988) leadership role has been identified as one 

of the major factors of successful TQM implementation. Ahire et al. (1996) 

claimed that leadership acts as pillar driver for TQM implementation. 

creating value, goals and systems to satisfy customer expectations and to 

improve an organization's performance. According to Shetty (1987) 

leadership have to lead and support in tandem with company's develop vision 

and consistent to reflect its commitment company goals, policies, priorities 

and executive behavior. 

Despite the countless article and journals written about leadership 

responsibility in the organization it is cannot be denied that leadership has 

significant influence of organizational performance (Everett, 2002; Ruch and 

Rivers, 2002). Meanwhile. Rao et ul. (1996) stated that leadership is senior 

management's that personally involve and acceptance of responsibility, 

visibility and shared vision and goals. For example, leadership role 

contributed to organizational performance. It's shown that leadership has 



significant contribution for organizational sustainability in business (Preston 

et al., 1995). 

Previous study about top management or leaderships role in 

organization have been done by Deming, Feigenbaum, Crosby and others 

authors were consistently emphasized that need top management. It was 

supported by Everett (2002) stressed that top management or leadership need 

to initiate, to lead and to engage in quality activities is very significant values 

could influence the development of TQM in the organization. An example, 

Quality gurus also emphasized the important of leadership in organization 

such as Deming's 14 point where highlighted that top management is not 

only for supervision but also to providing guidance to help employees to do 

better jobs with less effort and help to eliminate the element of fear from the 

job and encourage teamwork (Deming, 1986). Feigenbaum (1 983) claimed 

that the quality of leadership must have continuous management planning and 

constant focus and lead quality effort. In sum, leadership is essential 

requirement of quality management practices (Leiter & Maslach, 2002). 

Argument of leadership on quality management practices has been discussed 

by Das et al. (201 1) mentioned that for implementing total quality 

management principles are required leadership competencies those involved 

the knowledge, skills, abilities, and attributes. 

In point of view of leadership development, there are some arguments 

among authors on the concept of leadership characteristics towards 

organizational style such as traditional leadership research (Kets de Vries et 

ul., 2004, p. 477). 



Many organizations view leadership as a major source of competitive 

advantage. as growing in number of research journals which positions 

leadership as having a central role and responsibility in constituting 

organization leadership success (Bass and Steidlmeier, 1999); (Hesselbein, 

2004). 

The leadership in twenty first century organizations found that they 

should not only move from hierarchically structured organizations to learning 

organizations, but also they must take the next step from learning 

organizations to teaching organization (Evan & Lindsay, 2005). 

Consequently. Vogl (2003) claimed that another important aspect of the 

leadership is embracing global environmental aspects such as (1) regulatory 

pressures, (2) changing demographics, (3) pressure from nongovernment 

organizations, and (4) greater transparency. Leadership in twenty tirst century 

organizations need more emphasized its responsibility to social public health. 

safety and environmental (Vogl. 2003). Furthermore, some of the empirical 

studies also highlighted leadership as critical factor of organizational 

performance (Lau & Idris, 200 1). 

2.3.2 Human Resources Management 

The human skill is difficult to copy by other organization. It naturally 

designed for activities and coordinate among them for the activities in the 

organization (Byars & Rue, 1991). In fact, executives ranked methods related 

to human resource management as most effective in improving quality 

(Bowen & Lawler. 1992). Deming's 14 points include several human 
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resources related directives; to institute training on the job, to break down the 

barriers between departments to build teamwork, to drive fear out of the 

workplace, to eliminate quotas. to create conditions that allow employees to 

have pride of workmanship, and to institute programs of self-improvement 

and education. 

Human resources particularly have yielded enormous advantage to an 

organization because it is the only resource con~petitors cannot copy (Evans 

& Lindsay, 1996; Brown & Eisenhardt. 1995). It is now generally recognized 

that because people are the most variable of all the factors, and the least easy 

to understand and control of all management resources, effective utilization 

of their potential can provide a company with a unique ability to adapt to an 

ever-changing environment. 

Rao et al. (1996) found that human and financial resources must be 

organized in an optimal way to address the project's objective. For most 

companies, this has meant a significant shift from a predominantly functional 

or vertically-organized approach to a team-based, horizontal approach. As a 

consequence. the relationship between HRM and organizational performance 

has been the topic of a heated debate over the last decade (e.g., Wright & 

Snell, 1991). Effective teams bring in all the relevant players early in the 

process and maintain continuity of personnel throughout (Rao et al.. 1996). 

Miner and Crane ( 1  995) reported a high correlation between strategic 

human resources and success of a company. Their study have revealed the 

following: 



Human resources management can be a powerful tool to 

enhance competitiveness when policies and practices are logically 

driven by a firm's strategy and by key environmental factors that it 

faces. 

The companies studied carried out their staffing and training 

and development functions in a way that: supported each 

organization's major business strategy. 

The competitiveness of the firm was enhanced by the way the 

formal human resource policies were implemented (Kydd & 

Oppenheim, 1990). 

Mandal el ul. (1998) opined that high quality management practices 

not only placed companies on a higher competitive plane than their 

counterparts, but also made a wider range of strategic options available. 

Companies began to assess their human resources and technical systems in 

terms of their contribution to obtaining a competitive advantage. The 

American Quality Foundation & Ernst and Young (1991) which focused on 

the quality management practices of 500 companies on three continents found 

that employee involvement was one of the ten practices that had a significant 

impact on overall business strategy. 

Leonard and Sasser (1982) found that a lever for quality management 

was in the management's ability to encourage open participation by 

employees in quality improvement, emphasize on employee training and 

development. and hire managers with high levels of personal concern for 



quality. A study by Saraph et a!. (1989) found that employee involvement, 

and specifically employee training, were two of eight critical factors for 

effective quality management. 

2.3.3 Supplier Management 

Supplier management has been defined as organizing the optimal llow 

of high-quality value for money, materials, or components to manufacturing 

companies from a suitable set of innovative suppliers (Goffin et al., 1997). 

Suppliers play a vital role in helping manufacturers to achieve high 

performance and this has become widely recognized over the past few years 

(Monczka et a!., 1998). This is because effective supplier management 

reduces costs (Asmus & Griffin, 1993; Christopher, 1997; Davis, 1993) and 

leads to higher quality (Burt, 1989; Larson, 1994). Other benefits include 

better delivery performance (Christopher, 1998) and competitive advantage 

(Monczka et ul., 1993). 

Once suppliers have been selected, relationships need to be developed. 

Lamming (1993) had recognized the competitive advantages resulting from 

close buyer-supplier relationships. Krause and Ellram (1997) showed that 

manufacturers could raise suppliers' performance by setting challenging 

goals, and actively assisting them to achieve these goals. In other studies, 

Hartley & Jones (1997) identified two different approaches to supplier 

development. They found that a process-oriented approach was more 

effective than a results-oriented approach. For example, effective supplier 

management can take costs out of the supply chain (Christopher, 1997). 
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In the automotive industry, a typical passenger car contains more than 

30.000 parts (Takeshi & Fujimoto, 2001). This means that the 

competitiveness of an automotive producer is highly dependent on the 

capability of its suppliers. Many studies in the past have shown that Japanese 

firms have had particularly efficient and effective supplier systems, and that 

these supplier networks have played a major role in the international 

competitiveness of the Japanese automobile industry (Abernathy el ul., 1983; 

Cole & Yakushiji, 1984; Cusumano, 1985; Womack et al., 1990; Cusumano 

& Takeishi, 199 1 ; Nishiguchi, 1994; Helper & Sako, 1995). 

Many automotive industries studies showed that effective supply 

chain management, which has often been observed in Japan. involved close, 

trusting relationships with long-standing suppliers who were typically 

intimately involved with development as well as production of components 

(Asanuma, 1989; Womack et ul., 1990; Nishiguchi, 1994; Dyer, 1996; 

Helper. 1996). However. in the automotive industry, outsourcing has recently 

become an important strategy for many firms, partly due to an increased 

pressure towards down-sizing and a growing recognition of possible 

advantages of cooperative inter-firm relations (Miles & Snow, 1984; Jarillo, 

1988; Johnson & Lawrence, 1998; Kanter. 1989; Dertouzos et ul., 1989). 

According to Spenley (1992), it is almost impossible to kind a 

company or business that does not depend on this type of supplier. This 

means that every supplier to the company must adopt the same TQM 

principles and quality culture. 



2.3.4 Customer Focus 

Generally. customers define quality and employees strive to produce 

it. This would require the producers or service providers to clearly identify 

the customer needs prior to product development (Crosby. 1979; Deming, 

1982; Juran, 1988). Besides, organizations have viewed customers as people 

who buy and use their products (Ahrnad er al.. 2008). 

Sila and Ebrahimpour (2002) conducted a comprehensive review of 

TQM literature and reported that customer focus and satisfaction received the 

widest coverage in a survey of the TQM literature. This result is supported by 

Sousa (2003). who stated that the importance of customer focus lays in the 

fact that it is the starting point of any quality initiative. Needless to say, 

customer focus is as important as many other quality management practices 

to organizational performance (Dean & Bowen, 1994). 

Customer relationship practices could also enhance a company's 

production performance by enhancing product design efficiency (Reed et al., 

1996). And at the same time, quality problems could be reduced by including 

customer requirements in the new product and service design stage (Kaynak, 

2003). As such. the improved product design could allow companies to 

enhance their product quality, reduce costs of defective production, and 

improve productivity (Reed et a/., 1996). 

However, Ahire et al. (1996) stressed that, despite the use of the latest 

process improvement techniques and capable management, a firm's neglect 

of its customers may lead to disaster. In fact, the pressure to revitalize 

manufacturing over the last decade has been rooted in customers' demand for 
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a greater variety of reliable products with shorter lead times (Ahire et crl., 

1996). In fact, the importance of customer focus is also evidenced from the 

fact that it is assigned the highest weight among the criteria for the Malcolm 

Baldrige Award. 

Also, Ahire et u1. ( 1  996) found that the organizations may outperform 

their competition by being able to; (1 )  respond quickly to customer's demand 

with new ideas and technologies, (2) produce products that satisfy or exceed 

customers' expectations, and (3) anticipate and respond to customer's 

evolving needs and wants. Therefore, customer focus must be reflected in the 

overall planning and execution of quality efforts. Customer focus of an 

organization is usually assessed by the frequency and rigor of customer 

satisfaction surveys. However, mere execution of such surveys is not useful 

unless the results are made available to functional areas such as 

manufacturing, and design and planning (Ahire el al.. 1996). 

In this study, researchers concluded that customer focus is the main 

factor of success to quality management practices in the organization. 

Similarly, customer satisfaction is concerned with such achievements as 

customer retention and market penetration (Rao ef al., 1996; Allred, 2001; 

Zairi, 1994).This requires listening to customers and trying to satisfy their 

needs (Eklof & Selivanova, 2000: Winser & Corney, 2001). In addition, the 

expectation of the customer on the research outcome must be clearly 

communicated and understood (Pro-jogo & Sohal. 2006; Terziovski & 

Samson, 1999). 



2.3.5 Process Approach 

The purpose of the process approach is to make a quality of products 

and delivery to customer for their use (Johansson, 2008). Meanwhile, 

Bergman and Klefsjo (2003) claimed that the process approach is a flow of 

activities and the main objective of process is to create value for customer. 

Similarly, Isaksson (2006) argued that the process approach is using 

resources and link the network of activities, enables repeated conversion of an 

input into output for stakeholders. 

W. Edward Deming declared, "Until you draw a flow diagram, you do 

not understand your business" (Schultz, 1994). Indeed, process mapping or 

diagramming is the most powerful among quality control and process 

redesign tools. Johansson el ul. (1994). Many definitions of processes have 

been proposed. For example, Ekli~nd (2001) had classified a process as a 

series of activities, performed or controlled by humans, with the aim of 

transforming an input into a desired output. They also stressed that the quality 

movement emphasizes the importance of focusing on the processes that lead 

to the end result in terms of customer value and satisfaction. 

The great idea of process improvement to improve production 

performance, and to a much higher level than secondary operational 

improvements, is far from being well understood. Yet, in production, superior 

performance demands process improvements (Georgantzas & Hessel, 1995). 

They also stated that production is a network of processes and operations 

along two distinct streams of activities. Georgantzas and Hessel (1995) had 

mentioned that in order to improve production performance. quality experts 
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and managers must emphasize process improvements before operational 

processes. One of the reasons given for the success of the Japanese is their 

emphasis on process rather than on product innovation (Kotabe & Murray, 

1990; Kraft, 1990; Mansfield, 1988). 

Eklund (2001) proposed that a process is defined as a series of 

activities, performed or controlled by humans, with the aim of transforming 

ail input into a desired output. The quality movement emphasizes the 

importance of focusing on the processes that lead to the end result in terms of 

customer value and satisfaction. 

2.3.6 Design of Products 

Designing is a complex and expensive task that, in general, involves 

both internal company functions and external resources. While in the past it 

was improperly considered as an art, nowadays it has acquired an industrial 

dimension (Franceshini & Rossetto, 1998). 

As a result, Motwani (2001) showed that design practices provide an 

ideal starting point for the study of quality performance. Motwani (2001) 

mentioned that organizations should consider all the factors when planning 

for the product design process, understand hlly the customer product and 

service requirements, emphasize fitness of use, clarify specifications and 

product ability, involve all effected departments in the design reviews, and 

avoid frequent redesigns. 



Regarding the issues of problematic design, Coles (1990) found that 

the most significant causes of design problems were poor briefing and 

communication, inadequacies in the technical knowledge of designers, and 

lack of confidence in preplanning for design work. Josephson and Hammar 

Lund (1996) found that when measured by cost, design-caused defects were 

the biggest category. From design-caused defects, those originating from lack 

of coordination between disciplines are the largest category. In this paper, the 

researcher suggests that the design of products as mainstream program are to 

improve design management, and at the same time, as evidenced in the state- 

of-the-art quality management practices. 

2.3.7 Strategy Planning 

Strategy planning is matters refer to an organizational vision, mission, 

strategies and objective is implemented in order to achieve higher 

performance (Goetsch & Davis, 2010). Previous authors such as (Deming, 

1986; Ahire et al., 1996; Zairi, 1994) emphasized that strategy planning 

process is important factors in total quality. As result, nowadays 

organizations have taken the strategy planning seriously as a tool that can be 

utilized in achieving organizational performance. Strategy planning is tends 

to make the organization in systematic development that can lead more focus 

organization (Vil-joen, 1 995). 

Drucker (1954) had defined the strategy planning is management by 

analytical process and plans that focused in organization strategic decisions. It 

was support by Ansoff (1970) stressed that strategic planning as the process 
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of enhancement product and market share. Wendy (1 987) argued that strategy 

planning as the process of developing and consistency maintains organization 

objectives and resources which lead to organizations growth. Many studies 

are to be done in the relationship between strategy planning and 

organizational performance in late 1970s and early 1990s. As example, 

Greenley (1994) claimed that strategy planning has potential advantages that 

translate into organization performance. Fubara (1 986) stressed that the firms 

with practices strategy planning is more better performance than non- 

practices the strategy planning. 

Furthermore, according to Arasa and K'Obonyo (2012) the process of 

strategy planning is a shapes company strategy, and clarifies the opportunities 

which provides framework for decision making for the company success. 

Elbanna (2010) claimed that strategy planning should be included with 

involvement in strategies activities and written strategic plans. Meanwhile, 

Efendioglu and Karabulut (20 1 0) emphasize the strategy planning would 

consists of strategy techniques. strategy planning issues and planning process. 

In 'Table 2.2 described the strategic planning process as propose by Evans and 

Lindsay (2005). 



Table 2.2 
Strategic Planning Process 

Terms Explanation 
Mission Defines is reason for existence; it answers the 

question "Why are we in business". 

Vision 

Values 

Environmental 

Strategies 

Objective 

Describes where organization is headed and what it 
intends to be; it is a statement of the future that 
would not happen by itself. 

A guide the journey to a vision by defining attitudes 
and policies for all employees, who are reinforced 
through conscious and subconscious behavior at all 
levels of the organization. 

A key factors noted in the leading practices section: 
customer and market requirements, expectations, 
and opportunities might effect product or operations 

Are broad statements that set the direction for the 
organization to take in realizing its mission and 
vision 

What an orgailization must change or improve to 
remain or become competitive 

Action Plan Are broad statements that set the direction for the 
organization to take in realizing its mission and 
vision 

Source: Evans & Lindsay (2005). 

2.3.8 Information Analysis 

Keeping staff infonned is seen as a desirable organizational objective 

and a useful management methodology (Mullern & Elofsson. 2006; 

Molander, 1996; Bergman & Klefsjo, 2003) emphasize communication 

through dialogue between people as a key factor for managers to respond to 

employees' needs and developing individuals and organizations. According 

to Molander (1996), comn-lunication is even a part of a cultural change and 

the core of managing change. If a group is to accomplish tasks that enable it 



to adapt to its external environment, it must be able to develop and maintain 

internal relationships among its members and establish a system of 

communication and a language that permits interpretation of what is going on 

(Schein, 1999). 

The essence of communication is argued to be listening, Therefore. 

listening skills are central to organizations, and should be reinforced and 

become embedded in the way managers at all levels do their business. 

Mohanler (1996); Harnesk (2004) also believe that well-functioning 

communication depends on people's interest in communication and ability to 

discuss, as well as using suitable technical support systems. I-Ie also explains 

that the core of con~munication in dialogue is to be open-minded and to 

practice active listening, trying to understand the messages and together come 

to mutual understanding. He further argues that this is to avoid 

misunderstanding, which is a common source of conflicts. 

2.3.9 Continuous Improvement 

In quality management practices and effort of continuous 

improvement have attracted significant influence especially in the last two 

decades. Marin-Garcia et ul. (2008) claimed that continuous improvement is 

an important strategic tool to increase competitiveness in organization. 

Continuous improvement or kaizen in Japanese word is defined by Imai 

( 1  986) as ongoing improvement involving everyone in organization. 



Continuous improvement has evolved to an essential part of 

organizations because of the crucial need to stay competitive in the global 

market. In other words, continuous improvement evolved something 

important for all organization and therefore several well developed tools and 

inethodologies exist today (Rhuiyan & Baghel, 2005). In order to improve in 

innovation performance, continuous improvement has been used to change 

the process (Dooley and Johnson, 2001). 

Sustainable product development can take advantage of continuous 

improvement by reducing environmental waste, increasing product quality 

and simplifying the development process. Caffyn (1999) considers 

continuous improvement as the ability of the company to beat its competitors 

throughout innovation and the involvement of the employees. Bessant and 

Caffyn (1997) highlighted that necessity an involvement of the highest 

number of people possible in the organization and contribute small 

improvements in products and process and share with others. 

According to Dale and Plunkett (1995) there are standard definitions 

relating to improvement as continuous improvement and quality 

improvement. Continuous ilnprovement can be defined the means of 

improvement to people and process performance needs to be continually 

sought and monitored (Sanderson, 1992) while quality improvement is the 

actions taken throughout the organization to increase the effectiveness and 

efficiency of activities and processes to provide added beneiits to both the 

organization and its customers (Sanderson, 1992). As reason, several authors 

agree that continuous improvement must be integrated into the strategies 
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goals of the organization (Caffyn, 1999; Lagace & Bourgault, 2003). 

Commitment in continuous improvement programs must come from the top 

management (He el ul., 2007). 

The evaluation of continuous improvement went further when this 

plan was introduces in Japan. However, the Japanese had their own ideas and 

further developed the plan by introduction quality control. Because of quality 

control, continuous improvement grew in to a broader term and established 

itself as a management tool for improving the organization involving all 

employees (Bhuiyan & Baghel, 2005). To ensure the success of the 

continuous improvement program, improvement must be sustained by 

obtained the audit results. According to Wu and Chen (2006) these 

achievement of results in terms of improved standards and solved problem 

will qualify the organization to achieve higher competency of its 

improvement system. 

2.4 Quality Management Practices and Organizational Performance 

Benefits of quality management practices can be interpreted in successful 

organizations in their business operations. It has been shown by Motwani (2001), 

Hellsten and Klefsjo (2000), and Yang (2006) that the most important goal of quality 

management practices is improving organizational performance. In addition, Yavas 

(1995) has found how Japanese organizations used quality management practices to 

improve their business competition. 



Due to the important elements of quality management practices, one can 

consider organizational performance enhancement as the element to evaluate quality 

management practice benefits. The findings by previous authors, such as Garvin 

(1984, 1986, 1988) and Deming (1982, 1986), also discuss several reasons why 

quality is important to the firm: for example, as quality improves, waste is 

eliminated, costs are reduced, and firm performance improves, besides there being 

continuous improvement. leadership and top management commitment. 

In addition, according to Ahire el ul. (1996), quality management practices do 

not only increase competitiveness and organizational effectiveness, but also improve 

product quality and organizational performance. Many studies have investigated the 

notion that TQM practices provide approaches to improve the economic position of 

organizations in manufacturing and service sectors. Specifically, Powell (1995) 

suggested that there are significant relationships between TQM, competitive 

advantage, and business performance. In addition, several studies have succeeded in 

providing evidence that TQM has a positive impact on financial performance and/or 

overall performance (Schaffer & Thompson, 1992; Opara, 1996; Arawati & 

Za' faran, 2000). 

In order to be able to compete in the marketplace, many organizations have 

started to equip themselves with quality management practices. All these activities, 

such as design. development, manufacturing, assembly. services and documentation, 

are included in quality assurance (Sroufe & Curkovic, 2008). In a Malaysian case 

study. Mohamad and Kari (2005) had found several reasons to adopt quality 

management practices in their organizations, such as customer demand from inside 



and outside the country, stiff competition between suppliers, and to achieve 

accreditation in international markets. 

In addition, Mohamad and Kari (2005) stressed that automotive companies 

should acquire the quality management practices, as long-term benefits increase the 

effectiveness and efficiency of management process. An example, a study by 

Arumugarn et al. (201 1) found that such as dimensions of leadership, customer 

focus, education, quality management, human resources management, process 

management and service design are important elements in automotive industry 

studied in Iran country. Similarly, Jirapattarasilp (201 1) claimed that such as 

dimensions of quality management policy, top management, quality activities, usage 

of quality tools, human resources management, team working, data collection, 

quality process, cost control and product development are those important 

dimensions in Thailand industry. 

In response, the critical dimensions of quality management practices in 

automotive industry were illustrated in Table 2.3 which is studied by previous 

authors. Thus, this study are select nine dimensions of quality management practices, 

namely human resources management, process approach, product design, customer 

focus, supplier management, continuous improvement, leadership, strategic planning 

and information analaysis that have influenced on organization performance in 

Malaysia automotive industry. 



Table: 2.3 
List of critical success factors in the automotive industry 

No Authors Country Quality Management Practices 
1 Ahire and O'Shaughnessy US and Customer focus, supplier quality 

(1 998). Canada management, employee 
empowerment. 

2 S. Kasolang (200 1) Malaysia Leadership, strategic planning, 
customer & market focus 
information & analysis, HRM. 
process management, business 
results. 

3 N. Isac (2004) Romania Customer focus, continuous 
improvement, employee 
empowerment, use of quality 
tools, product design, management 
supplier quality 

4 S.Park,Y.S.Kim&P. Korea Process management, human 
Chan (2006). resources, top management 

strategies. 

5 H.R. Zadry & S.M. Yusof Malaysia Measurement & feedback, 
(2006) management leadership, work 

environment & culture, system 
and process, supplier quality 
management, continuous 
improvement, education & 
training, resource management 

6 M.N. Zakuan, S.M. Yusof Malaysia Quality leadership, customer focus 
& S. Sharnsudin (2007) and satisfaction, quality 

information and analysis, HRM, 
strategic planning, supplier quality 
management, quality result, 
quality assurance 

7 B.M. Deros, M.N. Ab. Malaysia Top management commitment, 
Rahrnan, J.A. Ghani, D.A. training, decision on fact. 
Wahab, M.H. Hashim, teamwork, and internallexternal 
&lV.K. Khamis (2008) customer focus. 



Table: 2.3 (Continued) 
List of criricul succ~c.ss,fuctor.s in the trutomotive industgl (Quulitjl Munugc.mc.nt) 

No Authors Country Quality Management Practices 
8 I. Osman, H. Ali, W.E. W. Malaysia Management leadership & 

Rashid & K. Jusof'f(2009) commitment, continuous 
improvement, total customer 
satisfaction, employee 
involvement. training & education 

9 N.T. Putri & S.M. Yusof Malaysia Management responsibility, 
(2009) and resources management, people 

Indonesia management, quality desibm and 
process, measurement analysis & 
feedback, supplier management, 
customer focus. 

10 P. Punnakitikashem, T. ASEAN Leadership, strategy & planning, 
Laositihongthong, D. customer focus, information & 
Adebanjo, M.W. McLean analysis, people management, 
(201 0) process management, supplier 

involvement 

1 1 Arumugam,VC, A. Iran Leadership, customer focus, 
Fallah,& R. education and training, quality 
Moj tahedzadeh (20 1 1 ) management, human resources, 

process management, service 
design. 

12 K. Jirapattarasilp (201 1 ) Thailand Quality management policy, 
quality management method, top 
management involvement, quality 
activity, usage of quality tools, 
human resources, team working, 
data collection, quality process, 
cost control & product 
development. 

13 Ramesh (20 12) India Quality management policy, 
quality management method, top 
manageme~lt involvement, quality 
activity, usage of quality tools, 
human orientated, team working, 
data collection, quality process, 
product developmetlt. 

14 Kalra and Pant (201 3) India Leadership, customer focus, 
education and training, supplier 
involvement, teamwork, process 
management, product design. 
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2.5 Sustainable Product Development 

In 1997, the Environmental Program of United Nations (UNEP) proposed a 

novel concept to address the concern related to the achievement of sustainable product 

development. This concept aims to reconsider the relations among the different areas of 

the economy, environment, and society (Hemming et ~rl. ,  2004). Meanwhile, another 

option that should be included in the broad array of human needs, and in both 

technological and economic instruments, has been conceived (Lagerstedt, 2003). 

However, a challenge remains in that there is still a lack of common understanding of the 

scope of sustainable product development. 

To solve the aforementioned challenge, the World Commission on Environment 

and Development (WCED, 1987) provided a common definition of sustainable 

development: to meet current needs without compromising future needs. Furthermore, 

the United Nations Conference on Environment and Development (UNCED), also called 

the Earth Summit or the Rio Conference, launched an action plan in 1992 called 

"Agenda 21" which contains principles of sustainability for various categories, such as 

environmental, economic, social, and peace (UNCED, 1992). 

In the basic concept of sustainable product development-a core activity for 

increasing competitiveness in the business environment-the development of new 

products and improvement of processes are both involved (Ritzen & Beskow, 2001). 

However, Frei (1998) claimed that there is a weak link between environmental 

management and product development, suggesting that environmental requirements 

must be integrated using a systematic approach. Similar to this, Keldman ( 1  997) claimed 

that environmental performance could be improved concurrently with business 

performance through product development. 



The sustainability of new product development techniques should be considered 

to ensure survival and long-term competitive advantage in the automotive industry. In 

addition, matters concerning the environment, economy, and society should also be 

included (Nunes & Bennet, 2010). As mentioned by Porter (1999), companies must 

build advantages rather than just eliminate disadvantages. Thus, it is no longer enough to 

assess firm performance simply through the quality of its orientation, competencies and 

capabilities maintenance, quick removal of negative quality gaps, and positive quality 

assurance to attract custo~ners in the automotive industry (Ishioka & Yasuda, 2009). 

Zairi and Liburd (2000) emphasized the importance of developing the capability 

to adapt to changes in the business environment so that firms can en7ploy contemporary 

best practice methods as well as achieve and maintain superior competitive performance, 

which includes sustainable product development. Furthermore, Quinn (2000) described 

sustainable product development as meeting present needs without compromising future 

needs. However, without sustainable product development, total quality management 

(TQM) would not be too beneficial (Curry & Kadasah, 2002). Therefore, in this 

research, we draw upon the concept of sustainability to examine sustainable product 

development in the automotive industry, considering the economic, environmental, and 

social issues as compulsory elements in the new product development practice. 

The advantages of considering the environmental, economic, and social issues in 

the sustainable product development of new products have been proven by many studies. 

One example is the study of Ricoh (2009). who identified possible solutions by reducing 

the environmental impact on the society as a whole, disclosing information, and working 

with the local communities. To achieve a sustainable product development in the 

automotive industry, there is a need to integrate long-term goals for quality management 

and environmental management (Azorin et a!., 2009). Hence, in the current study, we 
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propose a sustainable product development strategy that also considers the economy, 

environment, and society as contributing factors to improve the organizational 

performance of Malaysian automotive vendors. These firms stand to benefit from our 

findings by achieving competitive advantage in the industry. 

Table 2.4 
List of critical successfuctors in the uulomotive indzrstry (~ustcrinuhle Procluct 
Develo~ment) 

No Authors SPD in Automotive industry 
1 Mayer (2000) GHG emissions from cars 

2 Orsato and Wells (2007) Car life cycle 

3 Smith and Crotty (2008) End of life vehicle 

4 Steenberghen and Lopez Alternative fuels 
(2008) 

5 Zhu et u1.(2008) Reduction of air emissions, waste water and 
solid wastes, decrease in consumption of 
hazardous. decrease environmental accident. 

6 Fournier (2009) C 0 2  emission of cars, affordable mobility 

7 Mensley et ul. (2009); Perujo Electrics cars 
and Ciuffo (201 0 )  

8 Notter et ul. (201 0 )  Environmental impact assessment of electric 
vehicles. 

9 Steinweg (2010) Approaches to the environmental issues 

10 Thun and Muller (20 10) Packing and waste reduction, eco-friendly 
process and products in supply chain, raw 
material decrease, reuse of material. 

1 1 Nunes and Bennett (201 0 )  Green building, eco-design, green supply 
chain, green manufacturing, reverse logistics, 
innovation. 



2.5.1 Economic of Sustainable Product Development 

In recent years, sustainable product development has evolved in 

consideration based on the use of triple bottom line which known as 

economic, environment, and society (Hemming e! ul., 2004). On other view, 

Reinhardt (2000) has approaches that company for an integration of 

sustainable development into overall position of the product into their 

business strategy. Whereby, Van der Hoek (2002) emphasized that other 

important issue is need to consider of customer willing to pay for green 

product. 

The automotive industry has made remarkable positive contributions 

to the world economy and people's mobility, however its products and 

process are a significant source of environmental impact (Nunnes & Bennet, 

2010). Total automotive world production will reached more than 53 million 

units in 2007 and if commercial vehicles are incorporated this increase to 

73.10 million units (OICA, 2007). According to Katayama and Bennet (1 996) 

the challenges of cost competition and vicious cycle in which manufactures, 

including automotive companies have been drawn. They also argued that 

companies in particular those in Japan, cannot rely any further on the benefits 

of lean production alone as the rules of competition that environmental has 

changed from the 1980s to 1990s. In fact, in the twenty-first century the rules 

are changing again and there is increasing pressure for the adoption of 

environmentally friendly processes and greener products. Wackernagel and 

Rees (1996) claimed that environmental concerns must go beyond mere 



efficiency gains but also encouraging efficiency leads to increasing 

consumption, which increases the overall use of resources. 

2.5.2 Environment of Sustainable Product Development 

'The concept of sustainable development has emerged in the 1970s out 

of a general concern about the global environment as a result of pollution and 

an increasing usage of sources of raw materials and energy (De Ron, 1998). 

Berry and Rondinelli (1998) mentioned that rapid changes on 

corporate environment in late 1990s may validate predictions of environment 

conscious among business leaders in new industrial revolution in the twenty 

first century. According to Hart (1997) that environmental sustainability is 

need to protect the environment matters and conserve natural resources where 

is currently have value of embracing the most competitive and successful 

multinational companies. In general, primary concern of most organization 

business is to manage their environment impacts with effectively and 

efficiency manners (Berry & Rondinelli, 1998). 

2.5.3 Society of Sustainable Product Development 

The concept of sustainability can be traced back in late thirteenth 

century but in more recent times it appeared in the environmental literature in 

the 1970s (Kamara et ul., 2006). And since then it has attracted increasingly 

widespread attention among authors. Diesendorf (2000) argued that 
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sustainability can be seen as the goal of a process it called sustainable 

development. Most specifically, there are sets of definition that recognize that 

all human being live on one planet with finite quantities of natural resources 

and fragile ecosystems on which all human life ultimately depends ( Jones et 

ul., 2010 

Today environmental issues have been increasingly integrated into 

international trade, and markets and consumers worldwide are increasingly 

demanding environmental friendly products (Anbumozhi & Kanda, 2005). 

According to Banerjee (2001) claimed that environmental problem today 

have expanded from local and regional to global stage. In expanding the 

understanding of the global issues the term triple bottom line has been use as 

a paradigm to appraise the success of an organization. Newport et al. (2003) 

defined that as the balance sustainability exist from three different aspects 

known as the environment, social. and economics as three legs of 

sustainability. Meanwhile, Hall and Matthews (2008) argued that based on 

the principle of triple bottom line, the organization have started to be 

concerned about the degree of their organization success defined as 

sustainable development and associated with implication on societal issues. 

Human needs prevention on damaging the environment and depleting 

nonrenewable resources. According to Hoffman (2000) claimed that 

environmental issues have awaked the public to concern about the recovery 

of the ecological system and human survivaI. As countermeasure to this 

issues. manager are increasingly asking on how organization can improve 

sustainability performance and the system, or structure that can be created to 



improve corporate social performance (Christman. 2000; James, 2000). For 

Malaysia industry economy it has moving forward to be industrialized zone 

and shift from material production to manufacturing. 

2.6 Sustainable Product Development and Organizational Performance 

Sustainability is a changing mindset from plenitude to limitation. efficiency 

to equity. and where management philosophers consider limitations to the world's 

capacity (Galdwin et al., 1995; Dresner, 2006). Becker et al. (1997) argued more 

into detail that companies should not only focus on enhancing its value through 

maximizing profit and outcome but concentrate on environmental and social issues 

equally. According to Fowler and Hope (2007) sustainability in organizations is 

more effected by external influences due to the specific sustainability orientation on 

a macro level. 

At the core, sustainability is a moral obligation that moves beyond the 

confines of CSR. This moral argument realigns traditional management perspectives 

towards what is worth pursuing from what works (Gladwin el al., 1995). Dyllick and 

Hockerts (2002) cited in Zink (2007)' provide a well-grounded definition towards 

sustainability within the corporate world; based on the three-dimensional concept, a 

sustainable corporation considers not only economic but also social and 

environmental prerequisites and the impacts of its actions as well as the 

interdependencies between them. The principle focus of processes, inspection and 

output found within the ubiquitous concept of quality management has evolved to a 

holistic consideration of management and implications upon output within a product 

or service (Isaksson, 2006). 



Svensson (2006) also acknowledges a move away from a traditional focus on 

manufacturing and products to the application of quality concepts and ideas inherent 

within services (Haskett et al., 1997; Lovelock, 1994). According to Rocha et al. 

(2007), the maximization of product quality, can enhance the non-customer 

expectations. This premise supports a shift in the traditional business paradigm to 

one that supports a third-generation quality management movement (Garvare & 

Johansson. 20 10). 

Foster and Jonker (2003) observe that third generation quality management as 

an outward-facing process that evaluates the influences of key external influences, 

namely stakeholder needs and expectations and the complex web of society. 

Development BSI 8901, the British standard for sustainable event management, 

entitled "Specification for a sustainable event management system with guidance for 

use" (BSI, 2007), aims to assist managers in improving their resources efficiency, 

reduce their carbon emissions and finally create positive social and economic 

impacts for the long term (BSI. 2007). 

The relationship between sustainable product developments of critical 

dimensions on organizational performance, previous authors such as Melyk et al. 

(2003) claimed that IS0 14001 certification. King and Lenox (2002) stressed on the 

pollution reduction. In summary. Table 2.5 illustrated the dimensions of sustainable 

product development that have relationship on organizational performance that have 

been studied by previous authors. 



Table 2.5 
Dimensions of Sustainable Product Development on Organizarional Performance 

Author Descriptions 
Shannan and Vrebenburg (1 988) Proactive environment strategy 

Edwards (1 988) Impact monitoring, supplier rating 

King and Lenox (2002) Pollution reduction 

Melynk et al. (2003) IS0 1400 1 certification 

Author (201 4) Economic, Environment and Social 

2.7 Quality Management Practices and Sustainable Product Development 

The theme of societal effects on quality management was touched upon 

already by the classic scholars. For instance, Deming brought up several societal 

aspects in his texts, notably the problems of health and the judicial system (Deming, 

1986). Ishikawa also emphasized the value of quality management for the 

development of the society and the interaction between society and industry 

(Ishikawa, 1985). In the later comprehensive works in the area. societal influences 

are touched upon more indirectly (e.g. Bergman & Klefsjo, 1994; Dale, 1999; Foster, 

2005). Societal aspects are also hinted at in research concerning the core values of 

quality management (e.g. Hellsten & Klefsjo, 2000). 

There is an increasing trend towards improved environmental performance 

and socially responsible business practices (Axelrod. 2000). Thus, the challenge for 

the future development of TQM is to ensure TQM-based environmental standards are 

'both proactive in nature and dynamic in their evolution" (Allen et al., 2000). 

Sustainability of the firms' performance through quality orientation is 

therefore about maintaining competencies and capabilities to remove negative quality 
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gaps quickly and create positive quality to attract customers. In the words of Porter 

(1999), "companies must build advantages rather than just eliminate disadvantages". 

As Kondo (2001) insisted that must have quality could avoid dissatisfied customers, 

but that attractive quality could amaze customers. Sustainability in the past was 

characterized by different orientation ranges, from product, service, custon~er, and 

market, beginning around 1960 to the 1 990s (McDonald & Lane, 2002). 

2.8 The Role of Sustainable Product Development as Mediating in effect of 
Quality Management Practices and Organizational Performance. 

There are a number of approaches to conceptualize TQM practices (Oakland, 

2004; Rao et al., 1996; Terziovski & Samson, 1999). The first approach is by 

adopting the concepts and methods suggested by quality gurus such as Deming 

(1 982), Juran (1 988), Crosby (1 979). and Ishikawa (1 985) while second approach 

uses IS0 9000 framework and principles. The third approach uses quality award 

framework such as Malcolm Baldrige National Quality Award (MBNQA) (Baldrige, 

2006) and the European Foundation for Quality Management (EFQM) framework 

(EFQM, 2006). Finally, the fourth approach is based on empirical evidence or critical 

success factors in real practices (Black & Porter, 1996; Kanji & Tambi, 1999; 

Terziovski & Samson, 1999). Thus, total quality management is one of the most 

durable management innovations of the past three decades and it has been 

implemented worldwide in service, manufacturing, private, public, large and small 

organizations (Ghobadian & Galler, 1996). 



Environmental concern has created the concept of eco-performance, which 

encompasses the socio-environmental impacts that a product has beyond the 

company and its marketplace (Peattie, 1995). Moreover, environmental concerns are 

leading to new customer requirements beyond conventional functionality, quality, 

and cost, relating to how products are made, how long they last, and how they can be 

disposed of (Peattie, 1999). 

Meanwhile. sustainable product developn~ent requires questions to be asked 

about the physical consequences of production and consumption. Addressing 

questions about where the raw materials are going into, where the products come 

from, and what happens to products post-use, reflect a physical cradle to grave 

product life cycle perspective (Shaman et al., 1997). Some of authors such as 

Wheeler (1992) had focused on the environmental new product development and 

suggested that one should give attention to the fate of products post-use and 

particular design for the five R's of repair, reconditioning, reuse, recycling, and 

remanufacturing. 

In Figure 2.1 illustrated the previous studied on the relationship variables of 

quality management practices, sustainable product development. and organization 

characteristics on relationship to organizational performance. 



Figure 2.1 
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2.9 Organization Characteristics 

It is generally believe that quality management practices would be succeed if 

implementation take some consideration as a major organizational change and a long 

term paradigm shift, rather than short term implementation. Among the criteria 

required as organizational characteristics. As such, according to Ahire and Rana 

(1995) argue that quality management practices requires significant invest~nent in 

terms of tinancial, technical, and human resources over several years before 

achieving the desired result. 

Many previous study on the relationship of size of firms (Gagnon & 

Toulouse, 1996; Germain, 1996) and ownership of firms (Ahire et al., 1996; 

Swamidass & Kotha, 1998) with influences the relationship to quality management 

practices in the organization. Furthermore, this study will investigate the moderating 

of size of firms, ownership of firms, and the length of time quality management 

adoption. 

2.9.1 Size of firms 

Majority of studies in quality management practices are focus on large 

multi-national organization. Moreover, quality of products has become the 

basis of global competition for all organization regardless of size and location 

(Terntime, 2003). Meanwhile, Wiele and Brown (1998) argued that larger 

organization will not be able to improve the quality of their products, 

services, and processes, unless their supplier or second-tier supplier has 

adopted higher level of quality. Amongst the supplier be known as SME's. 

However, SME's itself having their unique characteristics compare to larger 



organization (Temtime, 2003). Among the characteristics study by Yusof and 

Aspinwall (1999) are structure, systems and procedures, culture and 

behaviors, human resources. markets and customers. 

According to Hartz and Kanji (1998), SME's can be characterized as 

easy to understand and survey, and good communication and flexibility to 

implement new management philosophies and approach. Ghobadian and 

Gallear (1996) found that visibility of leadership and team improvement 

activities much easier in SME's. However, SME's also having several issues 

that effect the implementation of quality management practices in their 

organization. Amongst the issues are human resources management (Homsby 

& Kuratko, 1990), lack of proper training and education (Djerdjour, 2000). 

Nevertheless. in developing countries it can be increased their trade activities 

and sustainability by improving the quality of products and services 

(Temtime, 2003). Increasing competitive world, quality of product is no 

longer an optional agenda because it is essential strategy for all organizations 

regardless the size of firms (Temtime, 2003). 

2.9.2 Ownership of firms 

A firms's "owner" as the term is conventionally used and can be 

defined are those persons who share two formal rights were is the right to 

control the firm and the right to appropriate the firm's residual earnings 

(Hansman, 1988). Firms performance depends upon both carefully designed 

and advised strategic decisions taken on the part of the entrepreneur of a 

positive development that takes place. An example study by Fama and Jensen 



(1983) studied the advantages and the potential problems which the 

ownership structure may pose to the performance of the organization. 

Barontini and Caprio (2005) studied the relationship between firm 

performance and ownership structure in 675 publicly traded companies 

spread out in 11 different countries throughout the continental Europe and 

found that most corporate of Europe exhibit concentrated ownership 

structures. Meanwhile, Harvie and Naughton (2000) studied on Korean listed 

firms classified on three type of ownerships found that it will create firm 

value and performance. From above finding it shoun that ownership of firms 

has significance values to organization performance. 

2.9.3 Length of time QM Adoption 

The implementation of quality management practices should not be 

treated as one-off implementation (Lee et al., 2009). It should be 

implemented as long term agenda, whereas quality management practices 

requires persistent action and strategy in continuous efforts (Yaacob, 201 0). 

According to Sohal and Terziovski (2000) short term of quality management 

practices is probability illusive result compared to long term program. An 

example, Sun (2000); Hendriks and Singhal (2001) claimed that quality 

management practices adopters is better performance compare is non-quality 

management practices adopters. 

Different effort of quality management practices being in place it 

would have different on its result. An example, Costa and Lorente (2007) 
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found that an organization would only gain positive effects of quality 

management practices if the implementation was done seriously. Meanwhile, 

Prajogo and Brown (2006) claimed that there are significant different 

between minimum effort and fully committed to practice quality management 

practices in the organization. 

2.10 The Role of Organization Characteristics as Moderator that influence 
the Quality Management Practices on Organizational Performance. 

One of research aim is to determine influences of organization characteristics 

that can effect the implementing of quality management practices on organizational 

performance in automotive industry. Several organization characteristics criteria 

have been studied by authors and revealed that there are positive relationships with 

management practices in implementation of quality management. An example. 

Hoang et al. (2010) claimed that organization characteristics that consist of size of 

firms, type of industries. type of ownership, and degree of innovation in Vietnam 

industry. 

Consequently, there are many previous studies reveal that the organization 

characteristics have positive relationship with quality management practices in the 

organization. Gagnon and Toulouse (1 996); Germain (1 996) size of firms. Ahire et 

al. (1995). Swamidass and Kotha (1998). Germain (1996), ownerships of firms, 

Powell (1995) length of time quality management adoption in organization. 

However, there are contradicted finding of organization characteristics in 

relationship with implementation of quality management and organizational 


























































































































































































































































































































































































































