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ABSTRACT

The objective of this study is to empirically examine the effects of Entrepreneurial
Orientation (EO) and Market orientation (MO) on the performance of Small and Medium
Enterprises (SMEs) in the Kingdom of Saudi Arabia. Additionally, this study also
examines the mediation effect of Total Quality Management (TQM) on the relationship
between EO, MO, and performance. At the same time, it also investigates the moderating
effect of organizational culture (OC) on the relationships between TQM and performance.
The theoretical framework was developed based on extant literature regarding EO and MO.
The data of the study were collected using a survey method whereby a total of 722
questionnaires were distributed to SMEs' managers/owners but only 364 questionnaires
were used for further analysis. This study utilizes the Partial Least Squares Structural
Equation Modelling (PLS-SEM) to establish the validity and reliability of the measurement
model and to test the study's hypotheses. The results provide empirical support for most of
the hypothesized relationships. Specifically, EO and TQM predicted a direct significant
and positive relationship with performance while MO was not found to be a predictor of
SMEs' performance. AdditionaJ!y, EO and MO are significantly and positively related to
TQM. More importantly, the results indicate that TQM plays a mediating role on the
relationship between EO, MO, and SMEs' performance. Meanwhile, the study also
revealed that OC has a significant and negative moderating effect on the relationship
between TQM and performance. Furthermore, the research outcome equally provides
significant contributions to both managers and researchers to further understand the effects
of EO, MO, TQM, and OC on performance. It also revealed that various theories such as
RBV, contingency theory, and industrial organization theory can be used to improve
SMEs' performance. Finally, the study's contributions, limitations, implications and
suggestions for future research were discussed.
Keywords: entrepreneurial orientation, market orientation, total quality management,
organizational culture, SMEs performance
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ABSTRAK

Objektif kajian ini adalah untuk menyelidik secara empirik kesan Orientasi Keusahawanan
(EO) dan Orientasi Pasaran (MO) terhadap Perusahaan Kecil dan Sederhana (PKS) di
negara Arab Saudi. Selain itu, kajian ini juga menyelidik kesan perantaraan Pengurusan
Kualiti Meoyeluruh (TQM) terhadap hubungan antara EO, MO dan prestasi. Pada masa
yang sama, kajian ini turut meneliti kesan penyederhanaao budaya organisasi (OC)
terhadap hubungan antara TQM dan prestasi. Kerangka teori telah dibioa berdasarkan
kajian literatur sedia ada tentang EO dao MO. Data kajian ini dikumpulkan menggunakan
kaedab kaji selidik yang melalui 722 borang soal selidik diedarkan kepada
pengurus/pemilik PKS, tetapi hanya 364 borang soal selidik yang boleh digunakan untuk
analisis seterusnya. Kajian ini menggunakan Partial Least Squares Structural Equation
Modelling (PLS-SEM) untuk menentukan kesahan dan kebolehpercayaan model
pengukuran dan menguji hipotesis kajian. Hasil kajian menunjukkan sokongan empirik
bagi kebanyakan hubungao hipotesis. Secara khususnya, EO dan TQM meramalkan
hubungan langsung yang signifikan dan positif dengan prestasi manakala MO didapati
tidak menjadi peramal kepada prestasiPKS. Selain daripada itu, EO dan MO adalah berkait
secara signifikan dan positif dengan TQM. Lebih penting lagi, dapatan menunjukkan TQM
memainkan peranan sebagai perantara hubungan antara EO, MO dan prestasi PKS.
Sementara itu, kajian ioi juga menunjukkan OC mempunyai kesan peyederhanaan yang
negatif terhadap hubungan antara TQM dan prestasi. Selain itu, hasil kajian juga
memberikan sumbangan penting kepada pen.gurus dan penyelidik untuk lebih memahami
kesan EO, MO, TQM dan OC terhadap prestasi. Hasil kajian juga menunjukkan pelbagai
teori seperti RBV, teori kontigensi dan teori organisasi industri yang juga boleh
meningkatkan prestasi PKS. Akhir sekali, sumbangan, batasan, implikasi dan cadangan
untuk kajian akan datang turut dibincangkan.

Kata kunci: orientasi keusahawanan, orieotasi pasarao, pengurusan kualiti menyeluruh,
budaya organisasi, prestasi PKS
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CHAPTER ONE
INTRODUCTION

1. 1 Background

Performance of Small and Medium Enterprises (SMEs) has been regarded as an important
driving force that is propelling economic growth of both developed and developing
countries. The SMEs have been globally acknowledged as a major driver of
competitiveness, job creation and economic growth (Rodriguez-Gutierrez, Moreno &
Tejada, 2015; Shehu & Mahmood, 2014a; Islam, Khan, Obaidullah & Alam, 2011).

However, SMEs face limitations. The lack of management education background, lack of
managerial expertise, poor market orientation, poor marketing skills, low entrepreneurial
spirit, lack of industrial experience and lack of capital (Staniewski, Nowacki & Awruk,
2016; Abe, Troilo & Batsaikhan, 2015; Aliyu & Mahmood, 2014; Hashim, 2012) are some
of the challenges faced by SMEs, especially in developing countries such as the Kingdom
of Saudi Arabia (KSA). Thus, the continuous effort of researchers to understand how
SMEs' performance could be enhanced and further developed is required. This is very
important for this sector as it is recognized as one of the important propellers of economic
growth (Rodriguez-Gutierrez et al., 2015; Kassim & Sulaiman 2011).

Besides economic growth, its significant contributions to employment generation have also
been confirmed (Abubakar & Mahmood, 2016; Mahmood & Hanafi, 2013; Syed, Shah,
Ahmadanj & Shaikh, 2012). In particular, SMEs provide employment opportunities in this
1

era of high unemployment (World Bank, 2013) through innovations which focus on
capacity building and diffusion of skills and local development (Jeddah Chamber of
Commerce and Industry, 2015; Kongolo, 2010; Oke, Burke & Myers, 2007). Moreover,
SMEs feed diverse industries and large companies with goods and services (Jeddah
Chamber of Commerce and Industry, 2015; ldar & Mahmood, 2011). Therefore,
governments of developing economies should give serious attention to nurture the growth
ofSMEs.

Importantly, the KSA is the largest economy in the Middle East. Moreover, the Kingdom's
economy comprises more than 25% of the entire gross domestic product (GDP) of the Arab
world (Ministry of Commerce and Investment, 2015; Oxford Business Group, 2007), and
is ranked as the biggest exporter of petroleum having 18% of the world's petroleum
reserves (Organization of the Petroleum Exporting Countries) (OPEC) (2016). Between
2013 and 2017, the GDP of the country grew by 2% annually (General Authority of
Statistics, 2018). In addition, the KSA has been ranked 25 1h in terms of global
competitiveness in 2015-2016 (Schwab, 2016) and it is ranked 43 rd in global innovation in
2015 (Wunsch-Vincent, Lanvin & Dutta, 2015). A report from the World Bank (2016) in
this regard ranked KSA as the 94 1h country where businesses can be done easily globally.

Consequently, the contribution of SMEs to the development and growth of KSA ' s
economy has been recognized. According to the Vision 2030 Report (2016) and Jeddah
Chamber of Commerce and Industry (2015), SMEs constitute around 90% of the entire
business organizations and contribute 20% of the KSA 's GDP and provide 25% of the

2

entire employment as well. The Saudi government has significant strain to diversify the
economy and enhance productivity to create private sector occupations for its young
population (Alenaizan, 2014). Due to the total number of SMEs and the nature of their
operations and size, it has been recognized that the economic sector of SMEs is significant
towards growth while strengthening infrastructure that would engender rapid economic
growth and development in the KSA (Al Bakr, 2015).

In view of the above, the KSA government has continued to allocate a huge amount of
financial resources through numerous programs and sources with the objective of assisting
the SMEs to be more productive and competitive in their numerous industries (Saudi
Arabian General Investment Authority (SAGIA), 2014). However, the rate of contribution
of SMEs to the KSA's GDP and employment is 20-25%, which is too low when compared
to the contributions of SMEs in other developing and developed countries. For example,
SMEs' contribution to the GDP and employment of the UAE, Bahrain, Turkey, Malaysia
and Indonesia are approximately 60-86%, 30-73%, 53.5-73.5%, 36.6-65.3 % and 56-97%,
respectively. For Japan, Germany, and Spain, the contributions of SMEs to the GDP as
well as employment generation are at 55-70%, 53.3-62.5% and 63-73.9%, respectively, as
presented in Figure 1.1 (KSA Vision 2030 Report, 2016; UAE Ministry of Finance, 2015;
Oxford Business Group, 20 l 6; Turlcish Statistical Institute, 2016; Malaysia SME
Corporation, 2015; Indonesia Global Business Guide, 2016; Japan Ministry of Economy,
Trade and Industry, 2016; Eurostat, 2015). This poor performance of KSA's SMEs when
compared with other countries is a serious issue that is giving practitioners concern and

3

equally calls for urgent attention of academic researchers to come up with research that can
be used to salvage the situation.
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Figure 1. 1
GDP and Employment in KSA SMEs Comparing with other Developing and Developed Countries

Consequently, policy makers and academic scholars have paid large attention to SMEs due
to its importance to economy and life (Amin, Thurasamy, Aldakhil & Kaswuri, 2016;
Zahra, 2007). No doubt, SMEs face vigorous challenges with respect to an increase in
global competition, the speed of development, change in the technology, and market
knowledge (Joodi, 2014). Furthermore, rapid changes in the environment, increasing
environmental turbulence and unbalanced growth (Buli, 2017; Chironga, Leke, Lund &
Wamelen, 2011; Goedhuys & Sleuwaegen, 2010) are some of the strongest challenges
faced by SMEs.

4

In line with this argument, Terziovski (20 I 0) confirmed that SMEs have a higher failure
rate when compared with larger organizations. Asian SMEs Summit (2009) cited in
Wijetunge and Pushpakumari (2014) reported that SMEs have major challenges for
survival and more than 75 percent failed within five years of startup. Meanwhile, authors
have argued that around 70 to 90 percent of firms have failed all over the world due to
failure to implement their strategies successfully (Kaplan & Norton 2000). In the same
context, among major problems of SMEs are limited financial assets, lack of modern
technology, lack of human resource skills, lack of administrative and managerial
experiences, weak management, deficient of marketing skills, and entrepreneurial
capabilities, lack of suitable and timely information, inadequate use of information
technology and deficiency in product quality (Buli, 2017; Herath & Mahmood, 2013;
Tambunan, 2011; Otsuki, 2002). To survive in today's competitive and dynamic
environment requires SMEs to understand the role of Entrepreneurial Orientation (EO) and
Market Orientation (MO), which are the sources of competitive advantage and long-term
survival (Jogaratnam, 2017; Najafi-Tavani, Sharif & Najafi-Tavani, 2016; Wijetunge &
Pushpakumari, 2014; ldar & Mahmood, 2011; Gonzalez-Benito, Gonzalez-Benito &
Munoz-Gallego, 2009; Atuahene-Gima & KO, 2001 ).

Over the past decades, several studies have revealed the important contributions of EO,
MO, and Total Quality Management (TQM) on organizational performance (Sahoo &
Yadav, 2017; Jogaratnam, 2017; Sadikoglu & Olcay, 2014; Wilson, Perepelkin, Zhang &
Vachon, 2014; Talib, Rahman & Akhtar, 2013; Anderson & Eshima, 2013; Keelson, 2012;
Lumpkin & Dess, 1996; Deming, 1993; Narver & Slater, 1990; Miller, 1983). In essence,
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academic scholars and practitioners have agreed that efficient and effective EO, MO and
TQM are important strategies that can help in establishing competitive advantage (AlDhaafri, Al-Swidi & Yusoff, 2016; Zandhessami & Jalili, 2013; Bon & Mustafa, 2013;
Lam, Lee, Ooi & Phusavat, 2012; Kumar, Jones, Ven.katesan & Leone, 2011). Specifically,
EO and MO can be employed as a strategy to improve the performance of SMEs (Sahoo,
& Yadav, 201 7; Buli, 2017; Boso, Story & Cadogan, 2013; Razak, 2011; Awang et al.,
2009; Li, Zhao, Tan & Liu 2008).

Furthennore, because of increasing globalization and growing market challenges, SMEs
must improve business strategies and management practices to satisfy customers by
providing them with better and high quality of products and services. In the case, AlDhaafri et al., (2016), Antunes, Pires and Machado (2009), and Reed, Lemak and Mero
(2000) described that the TQM concept has been embraced in all sectors for cost reduction,
increase in efficiency, productivity, enhancement of customer satisfaction, improve quality
output and, thereby, improve performance of firms. For this reason, all organizations,
irrespective of their size, profit oriented or not, manufacturing or service, should implement
the practices of TQM in order to improve their management systems, survive and become
competitive in the ever-changing and demanding business environment (Garengo &
Biazzo, 2013; Irechukwu, 2010; Evans & Dean, 2000).

Within this perspective, TQM helps SMEs to best understand the technical characteristics
of excellent manufacturing practices and benchmark their progress (Sahoo & Yadav,
2017). Since the SM Es are dependent on the individual manufacturing system, the

6

implementation of the quality management system is low cost and maintenance with a few
documents is required (Pearson, 2015), providing scope for SMEs to improve product
quality, which leads to cost reduction, and gives SMEs capacity to introduce products that
have high quality with low prices. This will result in the SMEs being able to achieve a
higher market share, higher profitability and the best competitive position in the market
(Herzallah, Gutierrez-Gutierrez & Munoz Rosas, 2014).

More importantly, the KSA manufacturing sector today faces numerous challenges while
trying to survive the intense competition in the local market from the onslaught of foreign
products and other international companies, especially after KSA became a member of the
World Trade Organization (WTO) (Al-Darrab, Guizar & Ali, 2013). Meanwhile, the great
majority of companies in the KSA manufacturing sector are SMEs (Al-Aqeel, 2013;
Rahman & Attar, 2009), however the manufacturing production, excluding oil, accounts
for only 12.87% of the GDP in 2017 (Central Authority Statistics, 2018). In response to
the challenges, many KSA organisations have started their quality movement journey,
therefore there are 3024 certified firms in Saudi Arabia (ISO Survey, 2015). However,
customer dissatisfaction is high with the local product due to low quality (less reliable
product with high costs) (Way, Aichouni, Badawi & Boujelbene, 2016; Rahman & Attar,
2009).

In this regard, Al-Darrab et al., (2013) found that the TQM implementation was not an allout success in KSA because of the prevailing culture in industry organisations. This view
is also supported by Aichouni, AitMessaoudene, Al-Ghonamy and Touahmia (2014), who
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found that the Organizational Culture (OC) is an actual barrier to the successful
implementation of the quality management system and quality tools in the KSA. This fact
is in agreement with research by Sinha, Garg, Dhingra and Dhall (2016), Gimenez-Espin,
Jimenez-Jimenez & Martinez-Costa (2013), Haffar, Al-Karaghouli and Ghoneim (2013),
who tried to build conceptual models which investigated the relationship between OC and
the successful implementation ofTQM.

Moreover, the OC variable is one of the principal components to clarify organizational
results (Prajogo & McDermott, 2005). This implies that OC is the important factor through
which the sustainable advantage, maintenance of competitive advantage and moral and
ethical moral building can be achieved (Madu, 2012). According to Barney ( 1986), and
Xenikou and Simosi (2006), sustainable competitive advantage source is achieved via OC.

In this vein, Cameron and Quinn (2011), Cameron and Quinn (2006), and Gordon and
Ditomaso (1992) postulated that many organisational researchers recognized a strong OC
as an imperative factor which influences organisational performance both in short-term and
long-term organisational success and effectiveness.

On the other hand, there is a consensus among scholars about OC importance for the
successful implementation of TQM (Valmohammadi & Roshanzamir 2015; Prajogo &
McDermott, 2005; Sarros, Gray, Densten & Cooper, 2005; Lagrosen, 2003). In this
. context, findings of some studies have hinted that organisation's culture has a linkage with
successful TQM implementation i.e TQM implementation success is dependent on the
organisation culture that exists in that organisation (Cameron & Quinn, 1999; Chapman,
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Clarke & Sloan, 1991). This means that both OC and TQM initiatives enhance
organisational perfonnance positively (Roldan, Leal-Rodriguez & Leal 2012).

In other words, a supportive OC is a key factor for the successful improvement and
implementation of TQM as well as for the adaptation to the increasing turbulent
environment faced by modem finns (Cameron & Quinn, 2006). In spite of the recognition
of the important role played by the OC in guaranteeing the implementation success of
TQM, a gap exists in the empirical body of research testing the relationship between OC
and the adoption ofTQM practices (Baird, Jia Hu & Reeve, 201 I).

Numerous studies have indicated that there is a need for more empirical research regarding
EO (Wales, Gupta & Mousa, 2011; Li, Huang & Tsai, 2009) and MO (Suliyanto & Rahab,
2012; Mahmoud, 2011; Gaur, Vasudevan & Gaur, 2011) for the purpose of measuring their
strategic impacts on organizational performance. Moreover, some studies found that EO
and MO have impact on firms' perfonnance either directly or indirectly through
intervening variables (Aliyu, 2015; Lechner & Gudmundsson, 2014; Polat & Mutlu, 2012;
Wales et al., 2011). Specifically, Herath and Mahmood (2013) suggested that
comprehensive studies must investigate the interplay between strategic orientations
variables including mediator on performance.

In this regard, scholars from the strategic management field emphasize that there is a need
for firms to take advantage of their existing capabilities (Hakala, 2011 ). Importantly, firm
capability is defined as a set of knowledge and skills that are exercised through
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organizational process (Song, Droge, Hanvanich & Calantone, 2005). Accordingly, EO
and MO are distinctive aspects of companies' strategic orientation (Hakala, 2011) and are
regarded as internal capabilities of the firm(; Menguc & Auh, 2008; Lee, Lee & Pennings,
2001). In the same vein, previous empirical studies have explored the extent to which TQM
acts as drivers that contribute to different levels of perfonnance among organizations
(Brah, Tee & Rao, 2002; Hendricks & Singha!, 2001).

Furthermore, Agbola and Ankrah (2013), Kalra and Pant (2013), Duh, Hsu and Huang
(2012), and Khan (2011) agreed that TQM has the irrefutable impact on organizational
performance. However, experience has shown that several fums are not reaping the
expected advantages of TQM implementation because of lack of strategic planning,
supportive culture, and commitment from top management (Alhwairini & Foley, 2012;
Aichoun.i et al., 2014). Hence, Ebrahimi and Sadeghi (2013) suggested the need for deeper
investigations to explore the relationship between TQM, culture and organizational
performance.

Aliyu, Ahmed and Utai (2015) suggested that future studies should investigate the
mediating role of this factor on the relationship between strategic orientation and
performance. Shehu and Mahmood (2014a) also recommended that future studies must
examine the mediation impact of TQM on the relationship between strategic orientations
and performance of SMEs. Moreover, recommendations have been made that other
organizational constructs should be included to resolve the inconclusive results and to
better explain the relationship between TQM and organizational performance (Douglas &
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Judge, 2001; Ehigie & McAndrew, 2005). Besides that, Jabeen, Shehu, Mahmood and
Kofarmata (2014) recommended incorporation of moderating constructs between TQM
and organizational performance. Based on these discussions, this study uses TQM as a
mediating variable in the association between EO, MO, and performance of SMEs. In
addition, it also uses the OC as a moderating variable in the association between TQM and
SMEs' performance.

Furthermore, most researches on EO, MO and TQM were conducted in the United States
or other developed economies (Martens, Lacerda, Belfort & Freitas, 2016; Raju, Lonial &
Crum, 2011; Eggers, Kraus, Hughes, Laraway & Snycerski, 2013; Boulter, Bendell &
Dahlgaard, 2013; Messersmith & Wales, 2011; Corredor & Gofii, 2011). Although EO,
MO and TQM have become accepted throughout the world, limited research attention has
been given to it in the context of developing countries (Martens et al., 2016; Missaoui &
Saidi, 2015; Shah, El-Gohary & Hussain, 2015; Ebrahimi & Sadeghi, 2013; Wales et al.,
2011; Raju et al., 2011; Zainol & Ayadurai, 2011). Hence, there is an increasing need for
more studies on MO, EO and TQM for generalization outside the western world.

In this respect, Al-Dhaafri et al., (2016), Shah et al., (2015), Arshad, Rasli, Arshad and
Zain (2014), Ebrahimi and Sadeghi (2013), and Raju et al., (2011) recommended that
future studies should be done on the effects ofEO, MO and TQM on firm performance in
developing countries.
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Having established the research background, this chapter will proceed to discuss the
problem statements, research questions, research objectives, the significance of the study,
scope of the study, definition of terms, and organization of Thesis.

1. 2 Problem Statements

The KSA economy heavily depends on production and exportation of oil (Aljebrin, 2014;
Niblock, 2006). However, experience has shown that these sources are not sustainable over
a long time since the oil and fossil fuels are energy resources that are not renewable (Kayed
& Hassan, 2011). Taking cognizance of this, many experts have forecasted that the oil and

fossil fuel reserves may be exhausted by 2050, as a result of increase in global demand
(Bentley, 2002). Meanwhile, instability and decline of oil prices, which have rocked the
market, has led to a budget deficit fortheKSA (Arabic, 2015; OECD, 2015). Consequently,
the most important challenges the KSA government faces are to diversify their sources of
national income which has been highly dependent on oil, job creation, and enhancement of
skills as to ensure sustainable economic growth (Merd.ah & Sadi, 201 I). In order to
confront these challenges, the viable choice for KSA government is to promote SMEs
(Merdah & Sarli, 2011). Therefore, the KSA govenunent had plans of shifting to a
knowledge-based economy from an oil production-oriented structure, one of the pillar of
this plan is the SMEs (Vision 2030 Report, 2016; Ministry of Commerce and Industry,
2009).

In 2005, the KSA successfully joined the World Trade Organisation (WTO) after years of
negotiations (Zafar, Almaleh, Alshahri, Alqahtani & Alqahtani, 20 I 5). As a result, the
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KSA has opened up its market for goods and services to foreign investors, scrap a range of
tariffs, subsidies and other barriers that protect local manufacturing and service industries,
which has increased the competition of large films and SMEs (Abid, 2013; Merdah & Sadi,
2011; Hoang, Igel & Laosirihongthong, 2010). Additionally, SMEs in the KSA faced many
problems which include lack of innovative activities, low entrepreneurial spirit, poor
marketing skills, lack of management skills, inadequate knowledge of managing firms,
threat of globalization, unconducive environment, weak degree of competitiveness of
domestic products due to decline in productivity and quality and so on (Jeddah Chamber
of Commerce and Industry, 2014; Zamberi, 2012; Alfaadhel, 2011; Al-Mahdi, 2009;
Otsuki, 2002). Therefore, as mentioned before, SMEs' contribution to the GDP of KSA is
20% (Vision 2030 Report, 2016), which is too low compared to the contributions of SMEs
in other developing and developed countries. Hence, SMEs in the KSA should adopt
appropriate strategies such as EO, MO and TQM to enable them to grow and stay in
business (Murphy, 2016; Zhang, Jiang & Zhu, 2015; Eggers et al., 2013; Fening, 2012; AlSaleh, 2012; Salaheldin, 2009).

1n this study, the EO, MO, TQM and OC have been identified as important strategies in

shaping organization competitive advantage (Sahoo & Yadav, 201 7; Jogaratnam, 2017;
Lechner & Gudmundsson, 2014; Kumar et al., 2011; Wu, Zhang & Schroeder, 2011;
Zakuan, Yusof, Laosirihongthong & Shaharoun, 2010). Many studies in this regard have
examined the effect of EO and MO on organizational performance (Gruber-Muecke &
Hofer, 2015; Saeed, Yousafzai & Engelen, 2014; Webster, Hammond & Rothwell, 2014:
Jaiyeoba, 2014; Dada & Watson, 2013; Tang & Tang, 2012). However, very few studies
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have been done with respect to the adoption of TQM and continuous improvements that
will help organizations to distinguish their products, improve their competitive position
and succeed in the business world (Perez & Gutierrez, 2013; Lam, Lee, Ooi & Lin, 2011 ).
Therefore, quality management plays a significant role in the overall strategy of an
organization (Herzallah et al., 2014).

Previous empirical studies have shown that EO is one of the strategic orientations that
impacts positively and significantly on the organizational performance (Sahoo & Yadav,
2017; Buli, 2017; Sciascia, D'Oria, Bruni & Larraneta, 2014; Shehu & Mahmood, 2014c;
Boso et al., 2013; Kraus, Rigtering, Hughes & Hosman, 2012). On the other hand, some
authors foWld a negative relationship between EO and performance (Arunachalan,
Ramaswani, Herrmann & Walker, 2013; Andersen, 2010; Naldi, Nordqvist, Sjoberg &
Wiklund, 2007).

Meanwhile, previous studies between MO and organizational performance have also
shown positive effects (Buli, 2017; Amin et al., 2016; Wilson et al., 2014; Webster et al.,
2014; Mokhtar, Yusoff & Ahmad, 2014; Beverly, Michael & Richard, 2012; Keelson,
2012; Mahmoud, 2011; Jaworski & Kohli, 1993; Narver & Slater, 1990). However, some
studies found that there is no or negative effect of MO on performance (Shehu &
Mahmood, 2014b; Demirbag, Lenny, Tatoglu and Zaim, 2006a; Suliyanto & Rahab, 2012).
Taking into account that one possible reason for these inconsistent results is a limited
understanding of the mechanisms that link MO and EO with organizational performance.
Therefore, more studies that investigate intervening or mediating variables between EO,
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MO and organizational performance are crucial (Mamun, Mob.iuddin, Fazal & Ahmad,
2018; Lechner & Gudmundsson, 2014; Herath & Mahmood, 2013; Polat & Mutlu, 2012).

On the other hand, there were studies which reported that TQM has a positive effect on
organizational performance (Singh, Kumar & Singh, 2018; Sahoo & Y adav, 2018; Munizu,
2013; Talib et al., 2013; Valmohammadi, 2011; Salaheldin, 2009). However, other studies
reported negative association (Kober, Subraamanniam & Watson, 2012; Duarte, Brito,
Serio & Martins, 2011; Yeung & Chan, 1998; Bergquist & Ramsing, 1999). In this case,
the mixed results pose the question of what factors can contribute to the success ofTQM.
Zhang, Linderman and Schroeder (2012) and Santos-Vijande and Alvarez-Gonzalez
(2007) have suggested investigating the potential moderator variable in the relationship
between TQM and organizational performance. In addition, an in-depth investigation of
the relationship between TQM, OC and organizational performance was equally suggested
(Ebrahimi & Sadeghi, 2013).

Simultaneously, OC is an important factor that managers can employ to build ethical and
moral practices in the organizations, sustain performance, and maintain competitive
advantage (Madu, 2012). This is also in line with the arguments of Cameron and Quinn
(2011) , and Gordon and Ditomaso (1992) who also assert that strong OC has a powerful
effect on the performance ofthe organization either in the long run or short run. The culture
literature reflects this view through arguing, emphasizing that OC is the major element to
organizational excellence (Gambi, Boer, Gerolamo, J0rgensen & Carpinetti, 2015; Schein
I 984). Furthermore, a number of scholars have also agreed that OC is an essential factor
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that can assist in the effective implementation ofTQM (Valmohamrnadi & Roshanzamir,
2015; Prajogo & McDermott, 2005; Sarros et al., 2005; Lagrosen, 2003). In this context,
the findings of some studies have reported evidence that successful TQM implementation
depends on the prevailing organisation' s culture (Cameron & Quinn, 2006; Chapman et
al., 1991). According to Tata and Prasad (1998), the dominant OC acts as a cohesive force
and, thus, enhances or inhibits implementation effectiveness of TQM in an organization
(Mosadeghrad, 2014). This, therefore, implies that, unless the OC is consistent with the
TQM initiatives, positive results will not likely be achieved (Roldan et al., 2012).

In line with this, Shehu and Mahmood (2014a) recommended investigating the mediating
role of the TQM in order to understand the greater effect on the relationship between
strategic orientations and SMEs' business performance. Moreover, Jabeen et al., (20 14)
recommended for future researchers to incorporate a moderator in the relationship between
TQM and firm performance. In addition, Ali, Hilman and Gorondutse (2017) suggested an
empirical test of their framework would enable better understanding of the role played by
EO, MO, TQM, OC and performance in SMEs.

From the points discussed above, it is possible to identify the main research problem, which
concerns the empirical examination of the influence ofEO and MO on SMEs' performance
and examines the mediating effect of TQM on the relationship between EO, MO and
SMEs' performance. In addition, this will also allow the testing of the moderating effect
of OC on the relationship between TQM and SMEs performance.
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As a whole, the research issues discussed above lead to a number of research questions,
discussed in the following section.

1. 3 Research Questions

Referring to the previous discussion about the need for this research, based on the problem
statements, the main questions in this research are concerned with the effects of those
factors on organization's performance.

1.

What is the effect of Entrepreneurial Orientation (EO) on SMEs performance?

2.

What is the effect of Market Orientation (MO) on SMEs performance?

3.

What is the effect ofTQM on SMEs performance?

4.

What is the effect of Entrepreneurial Orientation (EO) on TQM?

5.

What is the effect of Market Orientation (MO) on TQM?

6.

Does TQM mediate the relationship between Entrepreneurial Orientation (EO)
and SMEs performance?

7.

Does TQM mediate the relationship between Market Orientation (MO) and SMEs
performance?

8.

Does Organizational Culture (OC) moderate the relationship between TQM and
SMEs performance?

1. 4 Research Objectives

The general obj ectives of the study are to investigate the effect of EO, MO on SMEs
performance; to examine the mediating effect of TQM on the relationship between EO,
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MO and SMEs performance; and to examine the moderating effect of OC on the
relationship between TQM and SMEs petfonnance. The specific objectives are:

I. To investigate the effect of Entrepreneurial Orientation (EO) on SMEs
Performance.
2. To investigate the effect of Market Orientation (MO) on SMEs Performance.
3. To investigate the effect ofTQM on SMEs Petformance.
4. To examine the effect of Entrepreneurial Orientation (EO) on TQM.
5. To examine the effect of Market Orientation (MO) on TQM.
6. To determine the effect ofTQM as a mediating variable on the relationship between
Entrepreneurial Orientation (EO) and SMEs Petformance.
7. To determine the effect ofTQM as a mediating variable on the relationship between
Market Orientation (MO) and SMEs Performance.
8. To determine the effect of Organisational Culture (OC) as a moderator on the
relationship between TQM and SMEs Petformance.

1. 5 Significance of the Study

This research contributes by reinforcing the significance of EO, MO, TQM and OC on
SMEs performance in the KSA. It is expected that the adoption of factors generates proper
competitive advantage to influence a positive effect on organizational performance. This
signifies that the results of this study could achieve dual aims of contributing towards
practical and theoretical knowledge. In particular, it can be divided into three major
perspectives: theoretical, practical and economic significance.
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Theoretical Significance: This study wi11 be making theoretical significance through its
conceptual framework that can be used to predict the performance of SMEs in KSA.
Essentially, the new model and framework will bridge the existing gap in the literature on
SMEs competitiveness, especially on the variables of the study. Besides that, it will help
to fill the gap due to lack studies in developing cOlmtries such as the KSA. Previous studies
on EO, MO, TQM and OC and their effect on organization performance have been carried
out separately. Some previous studies have studied the relationships between some of them,
such as EO and performance, and MO and performance. However, the examination of the
joint influence of EO, MO, TQM and OC on performance is lacking in the literature. In
addition, this research will assist to fill this gap in the literature within the context of SMEs.

In view of this argument, previous studies have reported that there is little existing literature
that tests the effect of EO, MO and TQM on organizational performance (Al-Dhaafri et al.,
2016; Arshad et al., 2014; Raju et al., 201 l; Missaoui & Saidi, 2015). Research involving
EO, MO, TQM and OC in the SMEs is very limited, specifically in developing countries
(Sahoo & Yadav, 2017; McAdam, Miller & McSorley, 2016; Shah et al., 2015; Ebrahimi

& Sadeghi, 2013).

Importantly, the conceptual framework is a new one as it combines EO, MO, TQM and
OC on SMEs performance which has never been considered before especially in the
context of KSA. As a result of the model testing of the relationships among variables EO,
MO and TQM on SMEs performance, the research will provide evidence that performance
can be at the highest level when combining the independent variables mentioned before.
Additionally, the findings of this study will contribute to the theories development by
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expanding RBV theory, contingency theory and Industrial Organization (IO) theory for the
purpose of studying the relationship between EO, MO on TQM and their effects on SMEs'
performance as well as moderating the effect of OC on the relationship between TQM and
SMEs' performance in the KSA context.

Although all the items used to measure the variables in the current study (EO, MO, TQM,
OC and SMEs performance) have been employed in previous research, this research
contributes to the methodology through demonstrating the validity and reliability of the
measures in a different setting and context, namely the SMEs sector in the KSA.

Practical Significance: The results of this research will contribute new insights to the

development of competitiveness in SMEs. Not only that, the results from this research shall
further enhance any existing strategic decision guidelines and will increase SMEs
managers' confidence in decisions making process. Furthermore, it will help the KSA
government to set policies and suitable programs that aim to improve the performance of
SMEs in general as well as the manufacturing-based SMEs in particular.

On the other hand, this study will assist SMEs to concentrate further on the factors that will
help to significantly improve performance (such as innovative activities, marketing skills,
entrepreneurial spirit, management skills, and raising the competitiveness of local
products). Therefore, it is hoped that selected IVs will solve these problems, and then
enhance GDP.

Economic growth significance: This study provides guides for best strategic practices,
planning and decisions making process that will boost the overall industry's
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competitiveness, quality and performance in the sector and, thereby, helps to accelerate the
growth potential of SMEs' manufacturing sector. It will also assist the KSA to realize its
aspiration of becoming the top 10 in the Global Competitiveness Index by 2030 as well as
upgrade the KSA's status to rank among the best performing 30 industrial countries by
2020. The development of the SMEs' industry may increase employment creation,
productivity and the growth of GDP from 20% to 35% by 2030. The contributions of this
study in tenns of theoretical, practical, methodological and national economic growth are
discussed in more detail in section 5.4.

1. 6 Scope of the Study

This study only focuses on the effect of EO, MO on perfonnance as well as the influence
of TQM as a mediating variable on the relationship between EO, MO and performance,
besides the effect of moderating OC on the relationship between TQM and performance.
Furthermore, the scope is limited to SMEs operating in the manufacturing sector in Riyadh,
Makkah and East KSA and the owners/managers of SMEs based on manufacturing as the
respondents. This is due to manufacturing based SMEs' current importance and significant
contributions in the KSA manufacturing sector (Definition of SMEs discussed in more
detail in section 2.2). According to Rahman and Attar (2009), the KSA manufacturing
sector's vast majority of companies are considered SMEs. The manufacturing based SMEs
represent 74% of the Saudi manufacturing sector, contribute to employment generation and
enhance export revenue (Al-Aqeel, 2013). Thus, they are considered as the backbone of
the KSA manufacturing sector.
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Efforts have been made by the KSA government to promote SMEs' manufacturing
development in this sector (Ministry of Economy and Planning, 2014). Therefore, there
has been large improvement and development in the sector of Saudi's manufacturing as
well as infrastructure growth by increasing industrial cities to 35 cities in different regions
of KSA (Saudi Industrial Property Authority, 2016). In addition, the Saudi government
specified its strategy and goals for developing the manufacturing sector by 2020 as follows:
increase industrial exports from 18% to35%; rise the contribution of the manufacturing to
GDP from 12% to 20%; and double Saudi industrial employment from 15% to 30%.

Therefore, the study excluded other issues or elements which may occur in the processes.
Notably, contributions from other factors or cases might provide significant info1mation
on an organization's performance as well. If such situation exists, it is then considered as
a limitation of this study.

1. 7 Definition of Terms

There are significant key terms in this study which are defined based on the previous
researches as follows:

1) Entrepreneurial Orientation (EO) can be defined as strategic processes and

practices encouraging entrepreneurial actions, involves a willingness to innovate to
rejuvenate market offerings, take risks to try out new and uncertain products,
services, markets, and be more proactive than competitors toward new marketplace
opportunities (Lumpkin & Dess, 1996; Covin & Selivn, 1989).
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2) Market Orientation (MO) represents the effective organizational culture that
focuses on strategies and operations for the putpose of creating superior value for
buyers which, in turn, increases the performance of the firm (Narver & Slater,
1990).

3) Total Quality Management (TQM) is defined as a holistic management philosophy
aimed to bringing continuous improvement in all functions of an organization to
generate and provide products and services according to the needs and demands of
the customer' s better than their competitors with the participation of all employees
under the leadership of top management (Demirbag, Tatoglu, Tekinkus & Zairn,
2006b).

4) Organisational culture (OC) can be defined as the group' s beliefs, values and
asswnptions which describe an organization and its members (Cameron & Quinn,
2006).

5) Organisational Performance (OP) is defined as a kind of performance measurement
based on financial and non-financial indicators; these must be combined in order to
offer comprehensive views of performance (Wu & Hung, 2007; Kaplan & Norton,
1996).
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6) SMEs is identified as a business that employs a maximum of 200 employees and
an annual sales turnover of less than 13.3 million USO (Saudi Industrial
Development Fund, 2015).

1. 8 Organization of Thesis

This thesis comprises of five chapters. The first chapter involves the study background,
research context, and identification of the research problems, objectives, questions, scope
and the significances of this study.

The second chapter reviews the literature of the main variables EO, MO, TQM, OC
organizational performance and their relationships. It also provides justification for the use
of the RBV theory, contingency theory, and IO theory to underpin the theoretical
framework of this research. Based on the review, this chapter also explains the study's
hypothesis development.

The third chapter illustrates the methodology of this study which highlights the research
philosophy, theoretical framework, hypotheses, research design, sampling design and data
collection, measurement of variables, questionnaire design and the statistical methods used
in the study.

The fourth chapter explains the descriptive analysis of the respondents, empirical results,
key findings, and results of hypothesis. This chapter also ends with a summary of the
findings of this study.
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Lastly, chapter five is dedicated to presenting the discussion on the findings of the study
and the theoretical and managerial contributions. It also presents the conclusions from the
findings of the study, the limitations of this research, recommendations and suggestions for
future studies. Thus, the next chapter discusses the literature review of this study.
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CHAPTER TWO
LITERATURE REVIEW

2.1 Introduction

This chapter reviews past relevant literature in the fields of EO, MO, and TQM as
mediating variables, OC as a moderating variable and Organizational Performance (OP).
Importantly, in presenting the literature, the chapter first discusses the Kingdom of Saudi
Arabia (KSA) as the research context and the definition of SMEs. This chapter also
discusses the underpinning theories of the study. The theories which anchor the entire study
include RBV, contingency theory, and IO theory. On a final note, based on critical and
comprehensive literature review, the study hypotheses are equally presented in this chapter.

2.2 The Kingdom of Saudi Arabia (KSA) as the Research Context

Situated on the Arabian Peninsula of southwest Asia, the KSA is the biggest country in the
Arabian Peninsula, with a total area of more than 2,250,000 km. The South of Sultanate of
Oman, Republic of Yemen, north of Jordan, Iraq, Kuwait, the west Red Sea and on the east
of Arabian Gulf, Bahrain, the United Arab Emirates and Qatar are bounded by KSA. The
population ofKSA in2015 was 31,015,999 comprising about 66.98% and 33.02% of Saudi
citizens and non-Saudi residents, respectively (General Authority of Statistics, 2016). The
rate of unemployment among Saudis was about 12.8 % as of 2017 (General Authority of
Statistics, 2018).
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The major spoken and written language in the Kingdom is the Arabic language while the
official religion is Islam, indicating that the majority of residents are Muslims (Central
Department of Statistics and Information, 2014). In 1932, the KSA was founded by King
Abd Al-Aziz bin Abd al-Rahman Al Saud, following thirty years of calling for the
unification of the Arabian Peninsula (Royal Embassy of Saudi Arabia, 2015).
Administratively, the KSA is segmented into 13 regions; Makkah, Riyadh, Madinah,
Eastern, Asir, Qasim, Jizan, Hail, Northern Border, Tabouk, Al-Baha, Al-Jouf, and Najran
(see Figure 2.1 ). The King holds the responsibility of appointing the governor for all the
provinces and holds the rank of minister (Royal Embassy of Saudi Arabia, 2015).
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1938 was a remarkable year for the KSA as the Kingdom discovered oil reserves which
boosted its economy and accelerated the Kingdom's modernization. Since then, the
government of Saudi and members of the society in general placed priority on having high
standards ofliving and modem lifestyles (Bowen, 2014; Ochsenwald & Fisher, 2010). Due
to the increasing demand of oil and gas, the Kingdom has rapidly become the largest
economy in the Middle East and, moreover, the Kingdom's economy comprises more than
25% of the total GDP of the Arab world (Oxford Business Group, 2007; Ministry of
Commerce and Investment, 2015) as well as being ranked as the biggest exporter of
petroleum having I 8% reserves of the world's petroleum (OPEC, 2016). Importantly,
around 80-90 percent of Saudi's total revenue comes from exportation of oil and far above
40 percent of the KSA GDP (Aljebrin, 2014). In addition, July 2003 also witnessed other
developments such as the commencement of Capital Market Authority (CMA) that is
responsible for the monitoring and regulation of capital market.

A wide range of expansion has been experienced in the last four decades by the industrial
sector ofKSA. Importantly, the government of the KSA has paid considerable attention to
the development of industry through provisions of all kinds of facilities and support to the
sector. Consequently, the sector has made important progress that was evidently shown in
the rate of growth of the industrial investment since Saudi Industrial Development Fund
(SIDF) was established. Statistics indicate an increase in operating industrial units from
198 in 1974 to 6,471 in 2013. Parallel to this, invested capital has increased from nearly
US$ 3.2 billion in 1974 to more than US$ 235.47 billion in 2013. At the same time, the
number of employees has increased from 34 Kin 1974 to 843 Kin 2013 (SIDF, 2016). In
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contrast, the KSA has been ranked 25 th in terms of the global competitiveness in 20152016 (Schwab, 2015-2016) and is ranked 43 rd for global innovation in 2015 (WunschVincent et al., 2015).

The KSA still relies heavily on the production and exportation of oil (Aljebrin, 2014;
Kayed & Hassan, 2011) and experience has shown that these revenue sources are not
sustainable since oil and fossil fuels are non-renewable energy resources. The instability
and decline of oil prices, which have rocked the market roughly every 10 years since the
price shocks of the 1970s, 1986, 1998, 2008 and 2014, pose a great challenge to the KSA
(OECD, 2015). According to the International Energy Agency- OPEC, the KSA, as the
largest oil producer, will face a budget deficit by 20% of the GDP of the Kingdom due to
oil price decline (Smith, 2015).

In other words, countries that depend on oil such as the KSA will be more vulnerable due

to the instability of oil and gas prices or the macro-economy at large. Considering this, the
KSA needs to put measures and policies in place through which a diversified economy can
be achieved and this should be in line with actions required to improve their capacity in
order to have the strength to withstand adverse local and external shocks and reduce
exposure to other forms of instability (Mebrara & Oskoui, 2007). Moreover, the KSA
government has been significantly pressured to embrace diversification of its economy for
the purpose of improving productivity and enhancing private sector jobs for young
members of its population (Alenaizan, 2014).
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To meet this challenge, the government of the KSA created a strategic plan called 'The
Long-Term Strategy 2025' to accelerate the diversification of the economy as this will
ensure a smooth transition to a knowledge-based economy from an oil oriented one. Apart
from that, the Saudi government also developed a national plan for industry development
by 2020. The main goals of this strategy are to support and promote SMEs and
entrepreneurship as a strong force in building creativity, innovation and raising the
competitiveness of local products by adopting the application of TQM, specifications and
standards (Ministry of Commerce and Industry, 2009).

The plan focuses on the economic development of SMEs through strategic involvement of
governmental and private sectors in relation to the development of the SMEs sector
(Ministry of Economy and Planning, 2014). Moreover, loans and other incentives are given
to the firms with the objectives of assisting them to augment their investment on research
and development in the new economic industry cities, increase women's participation in
the labor market and decrease the rate of dependence on emigrant labor. The strategic
economy plan of KSA is geared towards encouraging regional diversification, private
sector partnership, foreign direct investment, and knowledge-driven industries.
Consequently, the application of this new strategy bad supported industrial development
and adoption of technology; SMEs are encouraged to make use of incubator programs and
other business resource units as well as improved industrial financing mechanisms in the
KSA (SAGIA, 2014).
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In order to continue with its plans of diversifying the economy through strengthening of
the SME sector, the government ofKSA has pronounced its 10th development plan (20152019) (Jeddah Chamber of Commerce and Industry, 2015). The plan has the primary
objectives of accelerating the growth rate of SMEs through the establishment of a
specialized institution that will be saddled with the responsibility of organizing their
activities, observing their performance, guaranteeing their dependence on local
employment, promoting indigenization of the country and enhancing coordination and
administration of credit funds for the purpose of supporting SMEs holistically (Jeddah
Chamber of Commerce and Industry, 2015). The body is equally responsible for facilitating
the training and education of SMEs' operators as well as encouraging mergers among them
for the purpose of achieving high levels of efficiency and competitiveness (Jeddah
Chamber of Commerce and Industry, 2015).

Additionally, an SMEs' authority has been set up to coordinate the sector and develop
regulatory frameworks to promote SMEs' development and maturation. In this regard,
some resources have been allocated by the government with the objective of extending
programs that are related to the development of SMEs in the contemporary years.
Currently, there are over fifty non-profit organizations that are established to promote
SMEs' activities, with regard to various services and investments that will bring about
more investment opportunities (Zafar et al., 2015) such as SIDF, Saudi Hollandi Bank, The
Loan Guarantee Program (Kafalah), Saudi Authority for Accredited Valuers (Taqeem),
Saudi Credit and Saving Bank Loans to Entrepreneurs and SMEs, Women's Incubator and
Training Center, Centennial Fund, Saudi Business Incubator Network and SAGIA (Jeddah
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Chamber of Commerce and Industry, 2015). The activities are joint investment with public
sector funds to finance SMEs, provide them with additional and logistical support services,
enhance the skills of the Saudi workforce and develop local market for labor (SAGIA,
2015).

Like other economies, SMEs in the KSA account for nearly 90% of the total enterprises
and about 25 % of total employment (Jeddah Chamber of Commerce and Industry, 2015).
However, the contribution to the KSA GDP is only 20% (Vision 2030 Report, 2016). For
the KSA economy to grow in size, the country must diversify and ensure that the SMEs
contribute more than 50% of GDP in the country (Doha Bank, 20 11 ). As mentioned earlier,
the KSA gives great attention to the industrial sector in order to be listed among
industrialized countries. Specifically, such objective is based on a strategic plan, in which
the KSA offers a wide range of supports that include the development of cities and
industrial complexes, rehabilitation of young national cadres and direct them to work in
this sector, providing funding and other types of support (Ministry of Commerce and
Industry, 2009).

In relation to that, manufacturing-based SMEs represent 74 % of the Saudi industrial sector
(Al-Aqeel, 2013; Rahman & Attar, 2009), where the contribution of the sector reached
11.04% of the GPD in 2010, but dropped to 10.04% in 2011, 9.82% in 20 12, and then rose
to 9.96%, 10.83%, 12.30% and 12.91%, respectively, in 2013, 2014, 2015, 2016, and
declined to 12.87% in 2017 (Central Authority of Statistics, 2018) as shown in (Table 2.1 ).

In other words, the contribution of manufacturing-based SMEs to the GDP is still weak.
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Table 2.1
Contribution ofManufacturing in GPD
Years

2010

2011

2012

9.79%
11.01%
10.01%
contribution of
manufacturing
to GDP
Source: (Central A 11thority ofStatistics, 20/ 8)

2013

2014

2015

2016

2017

9.93%

10.80%

12.68%

12.91%

12.87%

Importantly, the poor performance of SMEs is due to intensity of competition, low quality,
poor productivity, and a lack of administrative experiences, entrepreneurship and
marketing skills (Arabic, 2015; Jeddah Chamber of Commerce and Industry, 2014; Abid,
2013; Zamberi, 2012; Alfaadhel, 20 LI).

To be competitive, SMEs must implement EO combined with market oriented capabilities,
which constitute the source of competitive advantage and key to success (Sahoo & Yadav,
2017; Jogaratnam, 2017; Idar& Mahmood, 2011). Therefore, this study intends to help
SMEs' managers or owners to be more aware of factors that affect their overall
organizational efficiency, so that the internal resources such as EO and MO can be aligned
with TQM and OC to improve performance.

2.3 Definition of SMEs

To date, there is no specific and universally accepted definition of SMEs, as the definitions
vary by country and organisation. Thus, most countries define SMEs based on their levels
of industrial development and other economic factors which may change over time (Tiwari
& Swalup, 2013; Watson & Everett, 1993). Globally, even though different indicators are
often used, most countries do employ some common parameters such as number of
employees and monetary measures (such as value of assets and sales or turnover). For
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example, the US Small Business Administration defines a small manufacturing company
as firms with less than 500 employees (Abebe & Angriawan, 2014). In contrast, The
European Union (EU) suggested a uniform definition of SMEs as independent companies
with fewer than 250 employees and with turnover of less than 50 million Euros (European
Commission, 2016).

On the other hand, the Australian Bureau of Statistics (2009) categorized SMEs as the
small enterprises that employ between one and 19 employees, whereas medium enterprises
employ between 20 and 200 employees. In Malaysia, the National SME Development
Council (NSDC) (2016) defines these enterprises based on the annual sales turnover or the
number of full time employees and type of industry. In manufacturing, the SMEs'
definitions are categorized as follows: [1] SMEs in manufacturing, or manufacturingrelated services and agro-based industries are enterprises that employ less than 150 fulltime employees or that have annual sales turnover of RM 25 million or less and [2] SMEs
in Services, primary agriculture, and information and communications technology (ICT)
sectors are enterprises with full-time employees of 50 or fewer employees or that have
annual sales turnover of RM 25 million or less.

In Kuwait, the Chamber of Commerce and Industry (KCCI) recognized a small business
as an organisation with a capital between USD 0.55 million and USO 0.73 million and 20
staff members meanwhile firms with a sum of USO 1.8 million and 50 employees are
defined as a medium sized business (Koch, 2011 ). Moreover, in the Kingdom of Bahrain,
businesses with up to 50 employees and capital investments of over BD 200,000 and to
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around BD 500,000 are defined as small and those with up to 150 employees and capital
investment above BD 500,000 to about BD 2 million are medium sized (Hashim, 2011).

ln Saudi Arabia, there are several institutions usrng different definitions of SMEs.

Generally, in Saudi Arabia, the definition of SMEs uses various criteria which categorizes
SMEs by employees' number, asset base, sales turnover, investment or a combination of
some or all of these. The SAGIA defines SMEs based on the number of its employees, in
which a small enterprise has between 25 and 59 while medium-sized companies have
between 60 and 99 employees. The Saudi Arabian Monetary Agency (SAMA) defines
SMEs on the basis of the annual volume of sales and number of employees, in which a
small enterprise is a business employing between 2 to 49 employees within its work force
with annual sales ranging from 100,000 SAR to five million SAR, and a medium enterprise
is a business employing between 50 to 200 employees within its work force with annual
sales ranging from five million SAR to 50,000,000 SAR.

ln the same context, the Saudi Industrial Development Fund (SIDF) (2015) defines SMEs

according to indicators such as number of employees and annual revenue; small enterprises
have between 3 and 49 employees or annual sales turnover of 27,000 less than 1.3 million
USD while medium-sized companies have between 50 and 200 employees or annual sales
turnover of 1.300000 less than 13.3 million USD. Table 2.2 illustrates SMEs' definition by
SIDF.
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Table 2.2
SMEs Definition
Enterprise Category

No. of Employees

Annual Revenue

Small

3--49

27,000 less than 1.3 million USO

Medium

50-200

1.3 less than I 3.3 million USO

Sources; Saudi Industrial Development Fund (2015)

Despite the various definitions highlighted above, it is extremely difficult to establish a
common definition for SMEs that could be acceptable, particularly in Saudi Arabia.
Therefore, the current study adopts the definition ofSMEs by SIDF. This adoption is based
on three primary reasons: firstly, the SIDF has provided comprehensive definitions of
SMEs based on annual revenue and number of employees. Secondly, SIDF is among the
primary institutions responsible for managing and supporting the investment environment

in the manufacturing SME sector in the KSA. Thirdly, SIDF definition is regarded as an
official proclamation while the body itself is associated with the KSA government. The
following subsection discusses Entrepreneurship.

2.4 Introduction to Entrepreneurship

Both academic researchers and practitioners have shown interest in entrepreneurships by
conducting a series of studies (Aloulou & Fayolle, 2005). The foci of most of these studies
have actually moved to the development of new strategies (Hernandez, 1995; Fayolle,
2000; Bygrave & Hofer, 1991 ; Cunningham & Lischeron, 1991), as they mostly focus on
organizational development (Schendel, 1990).
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Consequently, the most established definition of entrepreneurship is largely based on the
argument that individual entrepreneurs are out to explore and exploit opportunities only.
Accordingly, it is often assumed that pursuance of opportunity is the vibrant component of
entrepreneurship (Shane & Venkataraman, 2000; Bygrave & Hofer, 1991 ; Stevenson &
Jarillo, 1990; Stevenson & Gumpert, 1985). However, many scholars have removed their
focus from individual to human and organisational processes, which led to alternative
definitions of entrepreneurship. Entrepreneurship is defined by Bygrave and Hofer ( 1991 ),
as all the actions, activities and functions linked with the realization of empowerment and
opportunities of fum to pursue them. Shane and Venkataraman (2000) defined
entrepreneurship as a channel that determines how opportunities are created for future
services and goods is being exploited, evaluated and discovered.

Meanwhile, Schumpeter (1934) defined entrepreneurship as the art of combination of
resources in new ways that causes disruption in the existing market equilibrium of the
economic systems. Importantly, these new ways are called the Schumpeterian "creative
destruction" process and challenge entrepreneurs to suspend their current paradigms by
investing large amount of their resources in new ventures. According to the school of
thought of Schumpeter, innovation is the only way for entrepreneurial success (Drucker,
1985). Since the emergence of the Scbumpeter school of thought, many new companies
have been established, not only in the areas of pursuance of opportunities, but also, in
respect of combining resources in such a way that leads to discovery of new competitive
advantages (Peteraf, 1993; Barney, 1991; Grant, 1991; Wemerfelt, 1984).
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Acquisition has also been regarded as another important component of entrepreneurship.
According to Wiklund (1998), acquisition is a major thrust of entrepreneurship which
involves taking the advantages or opportunities by various novel combinations of resources
in such ways which have effects on the market. In essence, an entrepreneurial action must

be channeled towards the creation of new resources or combination of existing resources
in such a way that it will lead to the development and commercialization of new products
while such products are moved into service region and/or new markets (Hitt, Ireland, Camp
& Sexton, 2001 ). Importantly, the process of exploring new opportunities or advantages
and combining new resources is anchored or premised on an organization's strategic
orientations. Therefore, this indicates that when an organization requires to be
entrepreneurial oriented, it must effectively execute a strategic orientation that takes into
consideration different dimensions of entrepreneurship.

2.4.1 Entrepreneurial Definition

As discussed earlier, the concept of entrepreneurship has been defined from many
perspectives. Therefore, this implies that there is no common consensus on the definition
of the entrepreneurship concept. For instance, George and Zahra (2002) considered
entrepreneurship as the process and act by which organizations, societies, regions or an
individual pursue and identify business opportunities with the objective of creating wealth.
This definition is equally aligned with Hitt et al., (2001) when they inferred
entrepreneurship as the exploitation and identification of previously untapped
opportunities. Additionally, this concept has also been defined as the detection, assessment,
and utilization of the potential goods and services (Eckhardt & Shane, 2003). As it can be
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seen from the various definitions stated above, recognition and exploitation of
opportunities are the main tenets of entrepreneurship.

Inferring from the different defmitioos of entrepreneurship above, this study therefore
aligns with the defmition of Churchill (1992) as entrepreneurship goes beyond exploitation
of opportunities only but it also encompasses the utilization of opportunities to create
values that will benefit the society in terms of benefits that will satisfy customers' needs.
The following subtopic discusses on Entrepreneurial Orientation (EO).

2.4.2 Entrepreneurial Orientation (EO)

EO has become one of the major constructs in the field of entrepreneurship and strategic
management in the last decades (Morris & Kuratko, 2002). It is a strategic construct which
domain includes some management related and organizational-level preferences, beliefs,
and behaviors as articulated among the top-management members of the organization.

Despite the popularity that EO received, there has been no consensus about its definition,
nature and dimensions as debates among scholars continue (Al-swidi & Mamood, 2011;
George & Marino, 2011; Lumpkin & Dess, 1996). Additionally, scholars have also seemed
not to have agreed about the interdependence of the dimensions of this concept (Dess,
Lumpkin & McKee, 1999; Lumpkin & Dess, 1996), and the theoretical relationship that
occurs between the concepts, its precursors and consequences (Lechner & Gudmundsson,
2014; Ambad & Wahab, 2013). Importantly, the EO construct became a common concept
in entrepreneurship as a result of Covin and Slevin ( 1989) works that were built on the
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seminal of Khandwala's (1977) and Miller's (1983) through which idea of entrepreneurial
finn was first conceptualized. Therefore, over 200 studies from different fields such as
health care, marketing and management have adopted the concept of EO and its related
measurements (Davis, Marino & Aaron, 2006; Luo, Zhou & Liu, 2005).

From the discussions above, there has been an inconsistency in the definition of EO. For
instance, Miller's (1983) definition was applied to a wide range of processes of
organization; while Lumpkin and Dess (1996) is limited to new entry. In a specific term,
Lumpkin and Dess ( 1996) regard this concept as decision-making process which can bring
about new businesses and developments. Likewise, Covin, Green and Slevin (2006)
defined EO as a construct that showcases the entrepreneurial abilities of an organization.
Meanwhile, Miller and Friesen (1982) asserted that EO is what differentiates an
organization from its rivals with respect to superior growth.

Consequently, a detailed review of the extant literature has revealed that past academics
have operationalized EO via five dimensions that are proactiveness, innovativeness, risk
taking, competitive aggressiveness, and autonomy. However, empirical evidence has
revealed that majority of these previous only centered on proactiveness, innovativeness,
and risk taking as the prevalent dimensions that elucidate the variance in the EO (George
& Marino, 201 l; Morris & Sexton, 1996; Zahra, 1993), and this study aligns with these

three dimensions.
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2.4.2.1 Dimensions of Entrepreneurial Orientation

As ctiscussed earlier, EO can be defined as strategic processes and practices encouraging
entrepreneurial actions, involves a willingness to innovate to rejuvenate market offerings,
and take risks to try out new and uncertain products, services, markets, and be more
proactive than competitors toward new marketplace opportunities (Lumpkin & Dess, 1996;
Covin & Selivn, 1989). The work of Child (1972) that was about the strategic choice
basically gave birth to the concept of EO. However, the concept becomes an impo11ant one
especially in the entrepreneurship field and has made many researchers attracted to the area
(Zahra, Jennings & Kuratko, 1999).

Importantly, many of the previous studies have considered EO from five dimensions'
perspectives

namely:

risk

taking,

innovativeness,

proactiveness,

competitive

aggressiveness and autonomy. However, it has equally been argued that these dimensions
could be combined or work autonomously while Morris & Sexton (1996) asserted that
uniqueness in combining these dimensions can assist in enhancing the entrepreneurial
status of the company.

A review of the past literature revealed that EO had three streams of research that can be
identified. The first stream was to examine the factors that reflect the existence of higher
degree of EO in the organization (Lwnpkin & Dess, 1996; Zahra, 1991). The second was
reflected by the attention paid by scholars to the effect of EO on the performance of
organization (Zahra & Garvis, 2000; Wiklund, 1999). Finally, the third stream ofresearch

41

has been trying to explore the variables that may influence the EO and organizational
performance relationship.

Consequently, the dimensionality of EO has been a subject of discourse among scholars of
Entrepreneurship (Davis, 2007). However, the common agreement seems to align with that
of Covin and Slevin (1991). This consensus points to the fact that proactiveness,
innovativeness, and risk taking are the main EO dimensions (Zahra, 1991 ; Barrett &
Weinstein, 1998) and as opined by Covin and Slevin (1989). This study will use measures
developed by Covin and Slevin (1989). The following subtopic discuses about
Innovativeness.

2.4.2.1.1 Innovativeness

The concept of innovation is central to economic growth and as it can be a source of
enduring competitive advantage to organizations (Tushman, Anderson & O'Reilly, 1997;
Schumpeter, 1934). When this concept is well understood, it can contribute to the
effectiveness of management practices (Leifer et al., 2000; Van de Ven, 1986). In fact,
from the perspective of managers, the main purpose or objective of innovation is to bring
about change in the organization by creating an avenue for new opportunities while the old
ones are explored (Drucker, 1985). As organizations operate under tensed and global
competitions, scarcity of resources, and fast technological changes, they must act swiftly
in order to be effective, grow and create global presence. Therefore, this emphasizes that
institution of innovation remains a core challenge for business CEOs, managers and
academic scholars.
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Importantly, Schumpeter (1942, cited in Kraus et al., 20 I 2) was among the oldest scholar
who recognized the essence of innovation in the process of entrepreneurship. Furthermore,
Kraus et al., (2012) equally argued that innovations typically help organizations in the
improvement of their products or process utility and consequently stimulate greater
customer interest and subsequent overall economic activity. Considering entrepreneurship
as an entity, innovation has equally been regarded as a falcon that helps managers to
explore existing opportunities (Miller, 1983; Wiklund & Sheperd, 2005) while their
organizations are gaining competitive advantage (Knight, 1997; Day & Wensley, 1988).
As a novel organization, the tendency of departing from norms or usual practices is high
while creative processes, experimentation and new ideas are supported (Lumpkin & Dess,
1996). This has equally been corroborated that an enhanced innovativeness is a key factor
for survival and business growth (Arief, Thoyib, Sudiro & Rohman, 2013; Hitt et al., 2001;
Hurley & Hult, 1998).

Therefore, innovation has been recognized as the central valve of entrepreneurial action
(Gartner, 1994) since it entails seeking the conception of novel or unusual solutions to the
needs or problems confronting the organizations or their customers (Monis, Scb.indehutte
& Laforge, 2002). Coming with such innovative solutions practically requires new services
and products developments (Walter, Auer & Ritter, 2006), practices, t~hnologies, and
administrative techniques for the firm 's operations (Dada & Watson, 2013). It, therefore,
warrants the deliberate effort of creating focused and purposeful change in both social and
economic potential of an entity and, of course, which forms the basis for intuition and
individual creativity within an organization (Phillips, 1993). Importantly, a platform is
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created for people who are intuitive and they tend to enjoy working in such an environment
that provides a high degree of autonomy and independence (Caruana, Ewing & Ramasesan,
2002).

Having recognized the importance of innovation, extant researches have examined its
detenninants (Germain, 1996; Kimberly & Evanisko, 1981), processes (Schroeder, Van de
Ven, Scudder & Polley, 1989; Zmud, 1982), and consequences (Subramanian & Nilakanta,
1996; Rogers, 1995). Taking the exception about the broad generalizations of this concept,
evidence has however revealed that the reviews of the past studies are very inconsistent
(Damanpour & Wischnevsky, 2006). The following subtopic discusses about
Proactiveness.

2.4.2.1.2 Proactiveness

Proactiveness simply refers to the effort of a firm to pursue new opportunities. Proactive
firms monitor events by identifying the potential needs of current customers while they
equally anticipate the changes that may occur in such demands and which can bring about
new business opportunities (Lumpkin & Dess, 1996). Apart from monitoring and
recognizing changes, proactive finns must also be willing to act on those insights ahead of
the competition by equipping their managers to have eyes for new possibilities that may
bring growth and development (Dess & Lumpkin, 2005).

Miller and Freisen (1978) cited in Caruana et al., (2002) also argued that proactiveness is
an instrument that is used by firms to react to happenings in the business environment. In
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most cases, the managers of these firms do ask some salient questions with the hope of
taking advantage of the new trends. Some of the questions they do ask include: does the
new trend in the business environment help in introducing new products? Can it aid the use
of new technologies and administrative techniques? These questions help them to react
positively (Caruana et al., 2002). Proactiveness, therefore, ensures that individuals have
rugh levels of commitment and imagination that can lead to high level of performance.

Accordingly, the proactive organizations with these characteristics perform better than
other poor proactive firms (Filser & Eggers, 2014). In essence, proactiveness empowers
individual or organization to make things happen irrespective of the challenges that may
be faced either as an individual or as a group (Davis, Morris & Allen, 1991; Morris &
Sexton, 1996). In fact, an individual that is proactive has the power of convincing many
people of the worthiness of the innovative concept with the advantage of holding the
package of resources (technological, human, and financial) that may be required to
implement the idea (Caruana et al., 2002). This, therefore, suggests that proactiveness is
very important to EO and recommends a forward-looking perspective should be enhanced
by new-venturing activity or a good innovation (Arief et al., 2013; Lumpkin & Dess, 1996).

Despite the benefits of proactiveness however, the concept has received less attention from
entrepreneurial scholars while it has equally been used interchangeably with competitive
aggressiveness (Aloulou & Fayolle, 2005). While competitive aggressiveness is the ability
ofa finn to respond to threats, competitive trends and demands in the business environment
(Lumpkin & Dess, 1996), proactiveness denotes to the ability of the organisation to take
advantage of market opportunities via seizing initiative and leading in the marketplace.
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This, therefore, implies that the two concepts are different and this study defines
proactiveness as the ability of the firm to explore new opportunities either within or outside
the organization with the purpose adding value to their customers and stay ahead of their
competitors. The following subtopic discusses about Risk Taking.

2.4.2.1.3 Risk Taking

Risk taking has been recognized as an important component of EO since it is important for
the success of entrepreneurial organizations. It has to do with the extent to which managers
of an organization are willing to commit the resources of their organizations for the purpose
of capturing venture opportunities with very limited or chance of cost failure (Caruana et
al., 2002; Miller & Friesen, 1978). It does involve the ability and the willingness of a furn

to support innovative ventures even in situations where the benefits from such investments
are uncertain. Importantly, these kinds of engagements can boost the ability of an
organization to identify and utilize market opportunities far and above the competitors.
Extant studies have indicated that successful entrepreneurs are good and grounded risk
takers as they engage in calculated risks if the potential rewards are appropriate (Steams &
Hills, 1996).

In short, entrepreneurial organizations lean towards improving innovative and creative
projects with the anticipation of capturing opportunities that are inherent in the business
environment while the competitors are beating hands down (Gonzalez-Benito et al., 2009).
Since risk taking has become a part of entrepreneurial venture, scholars have since
recognized three types of firms risks and these include debt taken risk with the purpose of
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widertaking a business venture, extreme organizational commitment of resources into
exploring unknown areas of business, and a precise investment. The following subtopic
discusses Entrepreneurial Orientation (EO) in the KSA.

2.4.2.2 Entrepreneurial Orientation (EO) and SMEs in the KSA

A critical review of past studies reveals that EO dimensions such as innovativeness,
proactiveness, and risk-taking are the essence of organizational competitiveness and
performance. In this respect, Ireland, Covin and Kuratko (2009) observed that EO
researchers have widely agreed that EO is an effective instrument that helps many
organizations to improve financial performance. The implied logic behind such
pervasiveness is that the key elements of EO with respect to its value will assist fmns to
identify and pursue lucrative business opportunities with the purpose of achieving superior
competitiveness.

Aktan and Bulut (2008), in this realm, have initially found that the activities ofEO in many
organizations have helped in diversifying markets and products by being instrumental in
achieving and remarkable financial results. Additionally, EO has been linked positively to
intangible outcomes such as the development of skills, knowledge acquisition and, job
satisfactory level (Fatoki, 2012). Awang et al., (2009) asserted that the firm's ability to
stay competitive is positively linked to a firm 's strength to take calculated risks. This is in
line with Fairoz, Hirobumi and Tanaka (2010), and Hung and Chiang (2010) as they seem
to agree that sustainable competitive advantage is dependent on innovation.
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In addition, since the current marketplace has been characterized by competitive
aggressiveness, and dramatic changing needs and expectations of customers, SMEs need
to survive and grow, by creating their own competitive advantage through enhancement of
their capabilities and technological update (Lumpkin & Dess, 1996). This can be achieved
by being innovative as this will help them to have their distinctive processes of coming up
with new products and services through which new customers can be attracted.

Despite the benefits of EO however, experience has shown that this concept is rarely
applied by the owners and managers of SMEs in Saudi Arabia because they are risk
averters. Apart from this, the business environment bas been generally deemed not to be
friendly to business failure since such failure can bring shame to business owners as they
may also find it difficult to recover (Hofstede, 1997). To this extent, this study is considered
to be one of the limited studies conducted to examine the effect of EO on SMEs
performance in the KSA in particular and the developing countries in general. The
following subtopic discusses the relationship between Entrepreneurial Orientation (EO)
and Organizational Performance.

2.4.2.3

The

Relationship

between Entrepreneurial

Orientation

(EO)

and

Organizational Performance

EO has occupied the centre point in the scheme of organization performance. In view of
its importance, many scholars have carried out series of studies determining the relevance
ofEO on performance of organization generally. These studies of EO cut across developed,
less developed, and developing countries. Importantly, most of these researchers
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concentrate on the three dimensions of EO (i.e., innovatiness, proactiveness and risk
taking).

However, a further review of literature reveals that other scholars such as Lumpkin and
Dess (1996) coming from another school of thoughts believe that competitive
aggressiveness and autonomy should be added to the other three dimensions as this would
help to explain EO thoroughly. This disparity in opinion however indicates that it is not
necessary for all the five dimensions to coexist (Chow, 2006) since the influence of each
dimension on the performance of organization can be independently ascertained (Lumpkin

& Dess, 1996).

Most importantly, in investigating the process of entrepreneurship, it is highly essential to
know the contribution which each of the sub-dimension of EO makes to the general
performance of the organization as this would help the entrepreneur to know the exigencies
of combining the dimension with the purpose of improving organization performance
(Kreiser, Marino & Weaver, 2002).

Based on the above background, a number of studies are considered by this study taking
into consideration their findings concerning the links between EO and organizational
performance. For instance, the study of Lee et al., (2001) examined the impacts of external
networks and internal capabilities on firm performance. Researchers found that EO of
Korean technological start-up has a weak influence on the performance start-up companies
in Korea. Most importantly, scholars are in the opinion that it may take more than two
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years for EO to have more positive impact on the perfonnance of the start-up businesses.
The results of Lee et al., (2001) are in line with that of Wiklund (I 999) where EO was
found to have effect in the long-term rather than short-tenn. The scholars in this view
therefore suggested that it would be of great benefit for small businesses to invest in EO
since such benefits come in the long run.

Given the significance of EO in the performance of an organization, Lumpkin and Dess
(200 l) also examined the relationsh.ip between two dimensions of EO (aggressiveness and
proactiveness), and organizational performance taking into consideration the moderating
roles of environment and industry life cycle. The outcomes of their study revealed that the
two dimensions have varying impacts on the performance of an organization respectively.
For instance, while proactiveness was found to have a significant and positive relationship
with performance, aggressiveness was weak in its relationship with performance. This,
therefore, suggests that the two dimensions are differently related to performance under
different scenarios.

Giving the considerable interests being directed at achieving optimum performance by
using marketing strategies of entrepreneurship in order to achieve high service level to
consumers, Caruana et al., (2002) tested the influence of centralization and environmental
challenges on EO and performance in public organizations. The findings of the study
indicate that EO along other environmental variables positively influences the performance
of public sector. The influence ofEO on organizational performance was further explored
by Wiklund and Shepherd (2003) by using EO as a moderator between knowledge-based
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resources and SMEs performance. Wiklund and Shepherded found that knowledge-based
resources positively caused variance in the direction of organization performance while
EO strengthens that relationship. Similarly, the study of Li et al., (2008) used EO as a
moderator between MO and firm performance taking into consideration. The result of this
study indicates that MO along with some dimensions of EO positively influences
performance in China firms. Most significantly, proactiveness and innovativeness
moderate the link between MO and furn performance positively.

Joining other team of researchers that confirm the importance of EO on firm performance,
Keh, Nguyen and Ng (2007) attempted to investigate the moderating influence of EO on
the relationship between SMEs performance and marketing information among
Singaporean enterprises. The study found that EO plays a pivotal role in acquiring and
utilizing marketing information and its consequences on organizational performance.

Grande, Madsen and Borch (2011) in the same context examined the influence of EO and
specific-fmn resources on the performance of small farm-based ventures. The study was
longitudinal as it was carried out between 2003 and 2006. The results ofthe study specified
that unique competence, entrepreneurial efforts, and financial capacity strongly influence
the performance of each firm investigated. Succinctly described, the entrepreneurial
activities are hereby regarded as the main factor that assists the firms under investigation
to create, reconsider and use their resources effectively.
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Similarly, a study by Smart and Conant (2011) also reveals that organizations with a high
level of EO have higher influence on performance beyond those with low levels of EO.
Hult, Hurley and Knight (2004) reported a significant connection between EO,
innovativeness and performance. Likewise, the study of Bhuian and Habib (2005) revealed
a significant link between EO and organizational performance in Saudi Arabia. Further,
the study of Shehu and Mahmood (2014c) support previous findings as it found a positive
association between EO and firm performance in many organizations in Nigeria. Bakar and
Mahmood (2014) found a positive and strong relationship between corporate
entrepreneurship and performance. In addition, Amin et al., (20 16) used MO as a mediator
between EO and SMEs' perfonnance in Malaysia. The result of this study indicates that
EO positively influences SMEs' performance as well as mediating role of MO on the
relationship between EO and SMEs' performance was positive and significant. Cwrently,
Mamun et al., (2018) conducted a study to examine the effect of EO and MO on consumer
engagement and the SMEs performance manufacturing in Malaysia and found the positive
indirect effect of EO and MO on SMEs performance through consumer engagement.
Jogaratnam (2017) also reported in his study the positive effect of EO and MO on
performance in the United States restaurant.

Moreover, a study by Jogaratnam and Tse (2006) reveals that entrepreneurial strategic
posture and organic structure are positively and negatively related to organizational
performance respectively in the context of Asia. Similarly, Tang, Tang, Zhang and Li
(2007) revealed a positive impact of EO in China. Hughes and Morgan (2007) indicated
that innovativeness and proactiveness positively influence business performance while the
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performance is negatively influenced by risk taking while other study reported an inverted
curvilinear of linkage between EO and performance among Chinese ventures of (Tang,
Tang, Marino, Zhang & Li, 2008). Urban (2008) like other previous studies found positive
impact of EO on overall finn performance amongst diverse South African firms in a
multicultural environment while Salaran and Maritz (2009) equally reported a positive link
between these two constructs in the non-profit sector in Canada contrary to majority of
studies that found a significant and positive relationship between EO and firm performance,
Andersen (20 I 0) found a negative correlation between EO and performance with regards
to growth and profitability.

That being said, detailed reviews of empirical literature about the influence of EO on firm
performance has shown that there is no consistency in findings among scholars, therefore,
the argument of this study which is in line with other scholarly position (Fatoki, 2012) is
that the dimensions of EO such as proactiveness, innovativeness and risk taking should
give SMEs the competitive edge. However, some other practitioners and academic scholars
have equally questioned the suitability of EO as a strategy to improve an organization
effectiveness (Li et al., 2009; Wiklund & Shepherd, 2005). Wiklund and Shepherd (2005)
in this respect asserted that other possible factors could influence EO and organizational
performance relationship and this should be further investigated. In addition, combining
both orientations of EO and MO in SMEs' operation contributes to superior performance,
which in tum assists them to achieve more sales and profit especially in developing
economy such as KSA (Buli, 2017; Boso et al., 2013 ).
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However, given the nature of SMEs business that is fully dependent on proactiveness,
innovation and risk taking, it is somehow surprising that the influence of EO on the
performance of this sector that is important to the economic development of developing
country like KSA has been largely neglected. That is, until recently, majority of literature
on EO has largely concentrated on SMEs in developed countries while there has been a
scarcity ofresearch assessing the connection between EO and performance ofSMEs in the
developing countries that are culturally not the same with that of the developed nations.
The following subsection discusses about Market Orientation (MO).

2.5 Market Orientation (MO)

MO involves the implementation or execution of the marketing concept through which
services or products that can meet the requirements and needs of customers are offered.
Based on this premise, Sargeant, Ford and West (2006) noted that, as far back as the 1990s,
companies have shifted their focus to monitoring of both customers and competitors by
adopting MO. In order to establish the importance of MO on firm performance in this
regard, various empirical studies have been conducted.

However, MO can be looked at from different perspectives as noted by Adis and Jublee
(2010). This implies that there is no consensus about what MO connotes precisely. For
instance, Shapiro (1988) considered MO from the perspective of decision making process
where management of the firm is holistically committed to sharing of information among
departments and practice participatory management style between division and functional
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personnel. In this respect, MO goes beyond moving closer to the customers only; it does
involve the processes of touching very functions of the firm.

Similarly, Kohli and Jaworski (1990) focused on MO from the aspect of market
intelligence (internal and external). These scholars regarded the MO as the ability of
organization to largely generate market intelligence with regards to current and potential
requirements of the consumers, distribution of the information to all departments, and how
organization can widely respond to such intelligence. Narver and Slater (1990), however,
argued that MO can be considered from cultural perspectives of customer orientation,
competitor orientation, and inter-functional coordination with a view to implement
marketing concept. In essence, these scholars regard MO as a culture that helps the
organization to be effective and efficient in creating the necessary actions that will add
value to the buyers and improve business performance.

Further, Ruekert (1992) emphasized that MO is a strategic issue by emphasizing that the
development and execution of a business unit strategy is the main thrust of MO. Ruekert
in this circumstance asserts that the intensity of MO in any organization can be seen from
degree in which such firm gathers and makes use of customers' info1mation, develops
strategies which will help to meet the need of customers as well being proactive and
responsive in the course of implementation.

Considering the arguments of previous studies, Deshpande, Farley and Webster (1993)
posited that there is no difference between MO and customer orientation. In this
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perspective, the scholars regarded customer orientation as the set of beliefs which first
consider customers' regard, whereas that of other stakeholders like employees or managers
are not excluded in the course of developing a long term profitable organization.

Inferring from all the perspectives of MO above, it can therefore be said that the concepts
of MO based on the perspectives of Narver and Slater (1990), and Kohli and Jaworski
(1990) are closely associated and very popular. The fundamental or basis behind the two
concepts is that MO can help organization to gain edge on competitors while performance
is improved (Min & Mentzer, 2000). Even though these concepts are of tremendous
benefits to all researchers studying MO; some line of differences can however be drawn
between the two.

For instance, while Kohli and Jaworski's (1990) concept was adopted from marketing
concept and lays more emphasis on customers, Narver and Slater's (1990) are of the
position that human beings have significant roles to play and described MO as the culture
of an organization which emphasizes the customer and the competitors. In this category,
working atmosphere was introduced into an organization. This therefore aligns with the
Narver and Slater (1990) study which considers MO from three dimensions of interfunctional coordination, competitor orientation and customer orientation that can bring
about organizational performance improvement. The following subtopic discusses on
Market Orientation (MO) dimensions.
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2.5.1 Market Orientation (MO) Dimensions

As previous ly stated in the last section, this thesis aligns with Narver and Slater's (1990)
concept of MO as viewed by other scholars such as Aaker, (1988), Day, (1984), Anderson,
(1982), Porter, (1980), ( 1985), Peters and Waterman, (1982) and Kotler, (1977), (1984).
Importantly, MO in these schools of thoughts has three dimensions of inter-functional
coordination, competitor orientation and customer orientation (Day, 1994; Aaker, 1988),
as shown in (Figure 2.2) below.

The adoption of Narver and Slater's (1990) concept is based on number of reasons. First,
the concept by N arver and Slater is more suitable for SMEs as these enterprises are not
operating complex organisation structures against the complexity that is apparent in Kohli
and Jaworski's (1990). Second, extant studies have found that Narver and Slater's (1990)
concept has high level of generalization and has been applied in many industries and
different countries (Mavondo & Farrell, 2000). Third, Narver and Slater's (1990) model of
MO differentiates customer orientation from competitor orientation as they categorize
them into two different constructs with the purpose of identifying which construct has the
highest influence on performance (Julian, Mohamad, Ahmed & Sefnedi 2014). Fourth,
several authors have argued that Narver and Slater's ( 1990) concept of MO is valid and
reliable than the MO construct suggested by Kohli and Jaworski (1990) (Oczkowski &
Farrell, 1998). Fifth, the definition of Narver and Slater focuses on the aspect of a culture
that creates value and responsiveness to market information (Rhee, Park & Lee, 2010).
Finally, Narver and Slater (1990) framework clearly tested the correlation between MO
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and organizational performance (Lengler, Sousa & Marques, 2013). The following
subtopic discuss about customer orientation.

Competitor Orientation

Customer Orientation

Inter-functional Coordination

Figure 2. 2
The Dimensions ofMarket Orientation Source: Narver and Slater (1990)

2.5.1.1 Customer Orientation

Customer orientation is one of the dimensions of MO. It is described as an organization's
understanding of customer demands and possession of capacity to continually create
superior products and services that will add value to the customers (Narver & Slater, 1990).
Kohli and Jawoski (1990) in this view pointed out that customer orientation is a key factor
of MO. Importantly, Jaakkola, Frosen, Santala and Vassinen (2009) defined customer
orientation as a process which a finn follows to meet customer's need and satisfaction.

In the current competitive business environment, customers are faced with different

choices and it is the responsibility of an organization to strive hard towards meeting with
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the demands of the customers, otherwise they stand the risk of losing their customers to
competitors (Augusto & Coelho, 2009; Kohli & Jaworski, 1993 ; Song & Parry, 2009). In
essence, for organizations to remain competitive they must continue to produce, provide,
and add value to their customers (Zhou, Gao, Yang & Zhou, 2005). To achieve this
milestone, firms should adopt a methodical process of evaluating and distributing
infonnation which will help in discovering both the pronounced and unpronounced needs
of their clients (Slater & Narver, 1998). Hence, the customer-oriented firms have
information about customers' demands and want to provide superior value-added offerings
for the present and future (Hilman & Kaliappan, 2014; Narver, Slater & Maclachlan,
2004).

This, therefore, points to the fact that a deep understanding of customers will help the
organization to produce the right products that will meet the requirements and preferences
of their clients (Theodosiou, Kehagias & Katsikea, 2012). This fact has also been
established by Hult, Ketchen and Nichols (2003) and Brady, Brace-Govan, Brennan and
Conduit (2011) that the superior performance of any organization is determined by their
initiative of understanding the customers' needs and ability to quickly respond to such
needs than their competitors.

Despite the benefits of customer orientation on the performance of the firm, some
researches have argued that when firms over rely on customer's feedback; it could
negatively influence their performance (Augusto & Coelho, 2009; Christensen & Bower,
1996). For instance, Christensen and Bower (1996), assert that the failure of many large
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organizations can be attributed to their attitude oflistening 'excessively' to their customers
since the customers often place 'too strict limits' on the finn strategies that make it difficult
for a good milestone to be achieved. Justifying this position is the fact that the customers
on frequent occasions lack the knowledge of how their needs surface while they cannot
also ascertain how technology may be used to influence or satisfy such needs. Thus, it is
very important for practitioners to conceptualize and develop new services or products
which have resemblance with existing ones based on the feedback of customers with the
objective of satisfying their clients.

The position of this study, however, is that the school of thought that believes that customer
orientation may negatively influence firm performance based their view on parochial
comprehension of the meaning of customer orientation. In fact, as argued earlier, previous
studies have established that being customer-oriented transcends attentiveness; but the
ability to understand how such needs arise and how they will be fulfilled is very important
for the firm (Augusto & Coelho, 2009; Slater & Narver, 1998). The following subtopic
discusses about Competitor Orientation.

2.5.1.2 Competitor Orientation

Narver and Slater ( 1990) asserted that competitor orientation is one of the dimensions of
MO that helps firms in identifying and analyzing current and potential competitors taking
into consideration a complete set technologies required to satisfying current and potential
customer's needs. In this circumstance, surveying the competitors' position can assist a
finn to identify the rising substitutes, the degree with which such substitutes can be met
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using the technologies, and the moments through which technology shifts (Zahra, Nash &
Bickford, 1995). In fact, the position of Zahra et al., (1995) is that this information is
instrumental to research and development planning since such can be used to determine
when to enter the market and how to select the appropriate strategy that will help in
improving performance. This fact has also been corroborated by Augusto and Coelho
(2009) that, without competitor knowledge, managers may work in vain as they may not
be able to identify alternative courses of action which are best used to protect and enhance
their present position.

Further and as noted by Gaur et al., (2011 ), organizations with higher degree of competitor
orientation may have an enhanced understanding of those important elements in the moves
of competitors, purchasers' value chain and how those moves change with time (Day &
Wensley, 1988). Such understanding can be instrumental for the firm to build and deliver
superior value to a customer with subsequent positive impact on the firm performance as
following competitors' moves closely may also facilitate innovation by being wary of what
type innovative strategy that is being adopted by the competitors (Gaur et al., 2011;
Johnson, Dibrell & Hansen, 2009).

Despite the tremendous merits of competitor orientation, some other studies have argued
that excessive concentration on competitors may weaken the ability of an organization to
differentiate itself and, as such, may deflect its ability to properly monitor the changes in
customer needs and market segments, thereby reducing the conception and development
of innovative strategies (Day & Wensley, 1988). This will indicate that excessive focus on
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competitor will inhibit breakthrough in products development thereby leading to
mediocrity (Augusto & Coelho, 2009). Other authors have also seemed to agreed with this
position, such as Bennett and Cooper (1981), and Hayes and Abernathy (1980) cited in
Augusto and Coelho (2009) stating that intense concentration on competitors' activities
may lead to imitation instead of innovation while risk, launching, and development costs
are reduced. This perhaps made Lukas and Ferrell (2000) to observe that a penchant for
monitoring competitor position may negatively affect the development of product
innovation.

Juxtaposing the arguments from the two schools of thoughts above, this study aligns with
the position that competitor orientation is capable of improving the performance of a fum
positively. This fact has been corroborated by recent studies that assert that the ability of a
firm to identify and understand the long-term capabilities for both present and future
competitors as well as the short term weaknesses will go a long way to assist the furn in
improving its performance. According to Grinstein (2008), and Singh (2009), when a
mechanism is put in place for every employee in marketing-oriented firms to share
information about competitors, a high level of competitive and sustainable advantage for
the fmn will be achieved. It, therefore, connotes that customer orientation is as imperative
as competitor orientation. The following subtopic discusses about Inter-functional
Coordination.
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2.5.1.3 Inter-functional Coordination

Interfunctional coordination helps different functional units to jettison their primary
functional interests and collaborate with one another with the purpose of achieving the
global objectives of the organization (Augusto & Coelho, 2009). Similarly, Julian et al.,
(2014) asserted that interfunctional coordination has also been recognized as a situation
where each department is regarded to be important irrespective of whether such a
department belongs to marketing unit or not as each department has significant role in
satisfying the customers (Grinstein, 2008; Im & Workman, 2004; Singh, 2009).

Importantly, the inter-functional coordination process ensures smooth collaboration,
cohesiveness, communication, trust, and functional commitment among departments (Auh
& Menguc, 2005), so this can bring about superior result in product or service innovation
(Gatignon & Xuereb, 1997). Since this is a form of integration, it does foster cross breeding
of ideas and facilitates internal dispersion of such ideas (Huang, Lai, Hu & Weng, 2014).
Hence, such coordination is required to coll1Illunicate information that is gathered from
competitors and customers in order to coordinate interdepartmental efforts with the purpose
of providing superior value to the customer (Huang et al., 2014).

Furthermore, offering a new product or technology requires inter-functional collaboration
with the purpose of solving market and technical issues that will lead to achieving high
speed and performance (Zahra et al., 1995). Importantly, previous studies have equally
argued that organizations with enhanced interfaces between research and development and
marketing departments are able to achieve their technological capacity efficiently than their
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competitors through identification of product innovation. As equally noted by Gaur et al.,
(2011) when there is a high level of coordination among departments, facilitation and
sharing of important information may be achieved as this will help the organization to
quickly and efficiently respond to the stimuli in an external environment (Tyler &
Gnyawali, 2002 in Gaur). In fact, a single department has very limited strength while
integration of different departments can help to accomplish higher order achievements
which might elude or not within reabn or capacity of a single unit (Ruekert & Walker,
1987). In fact, many studies have supported the connection between innovation and
coordination (Augusto & Coelho, 2009; Damanpour, 1991).

However, the benefits of interfunctional coordination in improving the performance of an
organization have been challenged as other studies have argued against it and do not give
significant support for a positive relationship. This has equally been supported by others
who asserted that interfunctional coordination has no correlation with product innovation
and performance (Lukas & Ferrell, 2000), while Gatignon and Xuereb (1997) observed
similar trend. The possible reason for such a relationship as observed by Lukas and Ferrell
premised on the fact that as the quantity of functional units that are involved are increasing,
the stress that may be involved may also increase, and the only way to overcome this
challenge is to avoid projects that are not familiar and innovative in nature.

Another possible reason is that, since interfunctional coordination requires that diverse
views are merged (Auh & Menguc, 2005), extremely innovative concepts may lose their
'innovation' as a result of the conciliations which came about in the course of coordination.
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The author also argued that there is a tendency for interfunctional coordination to fail since
it also advocates exploitation of pool of talents and can therefore inhibit innovativeness.
The following subtopic discusses Market Orientation (MO) in the KSA.

2.5.2 Market Orientation (MO) and SMEs in the KSA

Over last 30 years, MO has become a center of attention of many researchers and
organizations (Greenley & Matcham, 1986; Naidu & Narayana, 1991). MO is considered
one of the key factors of finn performance as it is regarded as the most important source
of competitive advantage (Long, 2013; Kumar et al., 2011; Zhou et al., 2008). MO relates
to competitor orientation, inter-functional coordination and customer orientation (Narver
& Slater, 1990). Several researchers such as Jaworski and Kohli ( 1993), Kohli and Jaworski
(1990), Narver and Slater (1990), Kumar et al., (2011 ), and Wilson et al., (2014) argued
that a firm's MO influences its performance.

In the KSA context, some enterprises have commenced implementation of the marketing
concept while some firms are carefully adopting the concept. Moreover, other firms remain
skeptical about the concept of MO while others are not considering the concept at all
(Bhuian & Habib, 2005). According to Bhuian (1998), Bhuian and Habib (2005), there are
some organizations that are substantially supported in Saudi Arabia by the government
through industrial development incentives including subsidized land, power supply, capital
and customs privileges, guarantee of government purchase of the products of the firms,
consumer gifts, clearance sales, and focus on product displays. In addition, some
companies depend on the feedback from customers in order to product development and
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marketing efforts as well as tend to engage in market oriented activities, for example, the
hiring of marketing experts, conducting of customer surveys, utilizing the services of
advertising, marketing research firms, and incorporating marketing lessons in their
employee training programs (Bhuian & Habib, 2005).

In view of this partial adoption of MO among a few companies in KSA, there is an urgent
need for further empirical research into management techniques and MO, especially in
developing countries (Shah et al., 2015; Missaoui & Saidi, 2015; Hussain, Ismail & Akhtar,
2015; Buerki, Nandialath, Mohan & Lizardi, 2014; Raju et al., 2011). This is important as
evidence has shown that Saudi firm's top managers are now convinced that MO is a
strategy that can be used to enhance business performance and a number of developments
as they are increasingly moving towards this direction (Bhuian, 1998; Aldraehim, Edwards,
Watson & Chan, 2013). Consequently, this has reflected on the increase in the number of
studies calling for the evaluation of the MO of different sectors in Saudi Arabia, for
example, the tourism industry (Bagheri, Hassanabadi, Isapour & Asgari, 2013); banking
industry (Missaoui & Saidi, 2015); telecommunication industry (Alanazi, 2014), and
industries (Albahussain, 2015). Therefore, this study is considered to be one of the limited
studies conducted to examine the effect of MO on SMEs performance in the KSA in
particular and the developing countries in general. The following subtopic discusses the
relationship between Market Orientation (MO) and Organizational Performance (OP).
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2.5.3 The Relationship between Market Orientation (MO) and Organizational
Performance

In different countries and across various industries, the linkage between MO and business
performance has been studied, and with the outcomes that MO can directly and positively
affect the performance (Wilson et al., 2014). This assumed relationship has also been tested
empirically (Adis & Jublee, 20 IO; Aziz & Yasin, 201 O; Atuahene-Gima, 2005). Moreover,
the robustness of the relationship has been found in diverse environmental contexts (Slater
& Narver, 1994), different industries (Cano, Carrillat & Jaramillo, 2004), and cultural
practices (Selnes, Jaworski & Kohli, 1996). However, contrary views about the positive
and direct link have been established by some studies challenging whether ordinary
possession of MO by organizations can assist them to have continuous competitive
advantage and greater performance. This indicates that the study of the association between
MO and furn performance is still ongoing.

Based on the above, this subsection presents a series of findings on the interconnectivity
between organizational performance and MO in different contexts. For instance, Narver
and Slater's (l 990) study established a positive association between organisational
performance and MO with respect to profitability and sales. This result aligns with that of
Jaworski and Kohli (1993) that reported a positive relationship between MO and overall
performance with a special focus on subjective performance. Appiah-Adu and Ranchhod
(1998) also found positive association between MO and growth in market share, profit
margins, and overall performance of selected UK biotechnology companies. Similarly,
Hooley et al., (2000) indicated a positive and significant relationship between MO and
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performance in the transition economies of Central Europe while the authors specifically
argued that firm that operates MO at higher level will likely surpass their set standards as
well as record superior performance far and above their competitors.

Furthermore, Pelham and Wilson (1996) revealed a positive and significant association
between MO, sales growth, market share, quality of product and profitability. Accordingly,
the scholars asserted that MO offers small firms a greater source of sustainable competitive
advantage against emphasis on low-cost strategy that is being emphasized by some other
scholars. Bhuian (1998) found a positive association between MO and finn performance
among KSA manufacturing companies. Subramanian and Gopalakrshna (2001) also found
a positive and significant influence between MO, overall revenue, capability to retain
customers, success in curbing operation expenses, return on capital and victory in
launching of new services and products performance. This is also in support of the results
of Shoham and Rose (200 I) that indicate a positive and significant association between
MO and finn performance with a view that MO is an antecedent of sales growth and
profitability. In addition, Bhuian and Habib (2005) reported a strong correlation between
MO and organizational performance in Saudi Arabia.

Moreover, Martin-Consuegra and Esteban (2007) also found a significant and positive
relationship between MO and performance while Jain and Bhati (2007) equally reported a
positive and significant relationship between MO, financial and non-financial measures of
business performance among manufacturing firms in India. Zhou, Li, Zhou, Justin and Su
(2008) reported a significant positive relationship between MO and performance. The
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findings by Li et al., (2008) revealed a positive and significant relationship between MO
and finn perlormance among SMEs across six provinces in China.

Additionally, Muhammad (2010) recently found positive and significant impact of MO
with respect to inter-functional coordination competitor orientation and customer
orientation on small companies' performance in Malaysia. In addition, Ramayah, Samat
and Lo (20 I 1) found positive and significant relationship of MO and organizational
performance while service quality partially mediates the relationship. Recently, Ogbonna
and Ogwo (2013) stated a strong linkage between MO and corporate performance of
insurance companies in Nigeria.

Long (2013) also found positive influences of MO on the performance of organizational in
marketing communication companies in Vietnam. Charles, Joel and Samwel (2012)
equally reported a positive and significant linkage between MO and the performance of
firm in the manufacturing sector of Kenya. A study by Buli (2017) provided further support
for this argument as the finding indicated that MO has a positive influence on the
performance of SMEs in the manufacturing industry. Furthermore, Al-Ansaari et al.,
(2015) investigated the influence of strategic orientation (technology, alliance orientation,
and MO) on SMEs performance in UAE. The study shows that MO has a positive influence
on business performance. Similarly, Albahussain (2015) examined the influence of
corporate social responsibility (CSR) and MO on the firm performance. The findings of
the study reveal a positive influence of MO on FP in KSA. Recently, Takata (2016)
examined the impacts of MO, marketing capabilities, and industry forces on business
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performance in Japanese manufacturers. The results showed MO has an indirect impact on
performance via marketing capabilities. Moreover, Najafi-Tavani et al., (20 16) in their
study indicated a positive relationship between MO and new product performance in the
Swedish manufacturing finns.

Despite some of the studies presented above finding positive and significant linkages
between performance and MO, some of others found negative and non-significant
relationship (Mokhtar et al., 2014; Ozturan, Ozsomer & Pieters, 2014; Suliyanto & Rahab
2012; Ghani & Mahmood, 2011; Gauret al, 2011; Olavarrieta & Friedmann, 2008; Bhuian,
1997). For instance, Bhuian (1997) revealed that MO is not connected to bank performance
in the KSA. In (2011), Gaur et al., found that that competitor orientation is not related to
performance. Ghani and Mahmood (2011) revealed that MO was not related to
microfinance performance in Pakistan. Suliyanto and Rahab (2012) shows that MO is
negatively linked to business performance except with the mediating influence of
innovation. Bagheri, et al., (2013) investigated factors that influence MO in tourism
industry in the KSA. The results revealed that market oriented approach, restricting
regulations and rules, marketing planning culture, strategic competition, financial
resources and top management influence the development of tourism industry. Mokhtar et

al., (2014) also reported a mixed finding. For instance, market responsiveness and
intelligence were found to have a negative association while customer market
disseminations and focus were found to have a positive relationship. The study of Ozturan

et al., (2014) reported a mixed negative linkage between market orientated intelligence and
advertising performance whereas, MO responsiveness facet increases advertising
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performance positively. Shehu and Mahmood (2014b) found no link between MO and firm
performance in Nigeria. The results showed a non-significant relationship between MO
and fum performance.

Given the above inconsistent results between MO and organizational performance, extant
scholars have made a series of calls on the integration of MO, EO, TQM, OC and
performance of SMEs sector (Ali et al., 2017; Mokthar & Yussof, 2014; Shehu &
Mahmood, 20 14a). In fact, a study by Shehu and Mahmood (2014a) recommended a
mediating relationship TQM between strategic orientation and business performance of
SMEs as this will help to enhance such a relationship. The following subsection discusses
about Total quality management (TQM).

2.6 Total Quality Management (TQM)

TQM has been defined in various ways by many scholars in different situations and
contexts (Eriksson & Hansson, 2003; Deros, Yusof, Azhari & Salleb, 2006). According to
Powell (1995) TQM is a management philosophy that supports organizations to achieve a
wide range of benefits, such as greater employee commitment and motivation, better
internal communication, improved problem-solving, understanding of customers' needs,
improved satisfaction of customer, stronger relationships with suppliers, waste reduction,
and fewer errors.

According to Kumar, Choisne, Grosbois and Kumar (2009) TQM is a holistic approach
that combines all the activities of an organization to respond to the requirements and
71

expectations of consumers. Juran and Gryna ( 1993) defined TQM as a philosophy targeted
at achieving business excellence through the usage of tools and techniques and soft aspects
management, like human motivation in environment work. TQM is also defined by Flynn,
Schroeder and Sakakibara (1994) as an inclusive mechanism which ensures high quality
results through which continuous customer's needs and expectation are met, improved and
sustained.

Rouse, (2005) in Agbola (2013), in this view also regard TQM as a detailed-structured
strategy that is embraced by organizations which seek to advance the quality of their
products and services by ongoing refinements through response to constant feedback. Key
characteristics of TQM as noted by Agbola (2013) include: leadership and management
commitment to quality, institution of policy on quality and adoption of quality strategy
which directs the intention and purpose of the finn towards quality product and services,
pursuant of initiatives that will ensure achievement of customer satisfaction; the search for
continuous improvement, the use and adoption of advance and modem technology through
which products, services and processes can be enhanced, constant training and
development of the staff and involvement of people in decision making and supervision
and enforcement of quality standards (Okpala, 2012; Hackman & Wageman, 1995;
Deming, 1986; Garvin, 1983).

Consequently, TQM bas been globally embraced as a proficient approach through which
organizations can improve their performance. TQM allows organizations to develop
product quality that will improve their competitive position, differentiate their products
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and increase business success (Perez & Gutierrez, 2013; Lam et al., 2011). Similarly,
Lewis, Pun, and Lalla (2006/2005), Bayati and Taghavi (2007), and Fening, Pesakovic,
and Amaria (2008) reported that appropriate TQM implementation can assist SMEs to
improve and achieve higher performance in a competitive marketplace. However, Prajogo,
Tan and Sohal (2006) claimed that the TQM needs to be complemented with other
resources to achieve high organizational performance.

Despite the importance of TQM and its availability since 1974, Hafeez, Malak and
Abdelmeguid (2006) asserted that only a small number of organizations have holistically
and successfully adopted the TQM philosophy (Abusa & Gibson, 2013; Hafeez et al.,
2006). Sharma and Kodali (2008) in this view equally reported that many organizations are
yet to be clear and do not have comprehensive knowledge about the concept of TQM with
regards to which areas to focus and to what to be implemented. Though various elements
of TQM are recognized and employed in the literature, it is very essential that firms should
recognize the critical success factors that they should leverage on with the objective to
ensure successful implementations of the TQM program (Jha & Kumar, 2010).

In view of the above, various approaches have been used to conceptualize practices of
TQM (OakJand, 2004; Terziovski & Samson, 1999; Rao et al., 1996). The first approach
follows the ideas and methods suggested by quality gurus such as (Juran, 1988; Deming,
1982; Crosby, 1979). Second approach uses ISO 9000 framework and principles advocated
by Ishikawa (1985), Black and Porter (1996), Terziovski and Samson (1999), and Kanji,
Malek and Tambi (1999), while the third approach is dependent on critical success factors
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or empirical evidence in real practices. Finally, the fourth approach adopts quality award
framework such as European Foundation for Quality Management (EFQM) framework
(EFQM, 2006) Deming Prize Award and the Malcolm Baldrige National Quality Award
(MBNQA) (Lam et al., 2012; Baldrige, 2006).

This study adopts the theoretical framework based on the Malcolm Baldrige National
Quality Award (MBNQA) model. Importantly, MBNQA comprises of one criterion of
organizational performance and six criteria of organizational practices. The TQM practices
that are embodied in the six criteria of organizational practices are leadership, human
resource management, customer focus, strategic planning, information and analysis and
process management (Prajogo & Sohal, 2006; Prajogo & Sohal, 2003).

The justifications for selecting the MBNQA model are many. Firstly, there are many
scholars and practitioners who have used and maintained the structure of MBNQA to
explore the dimensions of TQM practices (Teh, Yong & Veeri, 2009; Terziovski, 2006;
Prajogo & McDermott, 2005; Prajogo & Sohal, 2003; Lee, Rho & Lee, 2003; Samson &
Terziovski, 1999).

Secondly, MBNQA incorporates the various viewpoints of quality gurus, such as Deming,
Juran and Crosby and it can be applied in both manufacturing and non-manufacturing
sectors (Ooi, Lin, Tan & Chong, 2011; Hoang, Igel & Laosirihongthong, 2006; Powell,
1995; Dean & Bowen, 1994).
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Thirdly, it covers both dimensions representing soft and hard principles of TQM found in
the previous studies (Prajogo & Sohal, 2003; Dale, 1999). While, the soft dimension
contains customer focus, leadership quality and human capital management; the hard side
contains those techniques that are used to improve the company's production (Lam et al.,
2012). These include the statistical process control application (SPC), just-in-time stock
control and organizational designing process, which are part of management process, long
term planning and analysis of information in the MBNQA context.

Fourthly, Terziovski (2006) found that the MBNQA framework gives organizations an
inclusive structure that can help them to evaluate their firm's management progress and
achieve their targets. Moreover, Bemowski and Stratton (I 995) reported that the MBNQA
model surpassed the expectations of users who can implement measures to gather more
information and knowledge to achieve excellence at work. The following subtopic
discusses Total Quality Management (TQM) and SMEs in the KSA.

2.6.l Total Quality Management (TQM) and SMEs in the KSA

Over the past few decades, there has been increased interest in TQM as a management
reference system and as strategic support to obtain a sustainable competitive advantage is
enabling organizations to achieve superior performance (Calvo-Mora, Ruiz-Moreno,
Pic6n-Berjoyo & Cauzo-Bottala, 2014). Various researchers such as Fening, et al., (2008),
Valmohammadi (2011), Lam et al., (2011), Fening (2012), and Agbola (2013) argued that
a firm's TQM effects its performance.
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In line with this, the KSA manufacturing industry has been witnessing significant growth
in the last ten years because of government's initiatives and increase in public demand.
Unfortunately, the quality of product is still an important issue for the locally produced
goods, as a result, low customer satisfaction (less reliable product with high costs) (Way et

al., 2016; Rahman & Attar, 2009). However, The KSA manufacturing industry sector today
faces many challenges while trying to survive the intense competition in the local market
from other international companies.

In this regard, the KSA successfully joined the WTO in 2005 as the 149th member. As a
result of joining the WTO, the KSA has opened up its market for goods and services to
foreign investors, scrap a range of subsidies, tariffs, and other trade restrictions that protect
service industries and local manufacturing and which has increased the competition of
large firms and SMEs (Abid, 2013; Merdah & Sadi, 2011; Hoang et al., 2010).

Meanwhile, many KSA organisations have started to make some progress. Presently, there
are 3024 certified fmns in Saudi Arabia (ISO Survey, 2015). In response to the challenges
that Saudi Arabia organisations are facing, TQM could be a key to obtaining improvements
in today's business environment (Zakuan et al., 2010). This is very important especially
among the KSA manufacturing sector, where the most of companies are considered SMEs
(Al-Aqeel, 2013; Rahman & Attar, 2009). Importantly, several researches have been done
on the implementation of SME's TQM in Arab countries, such as Qatar (Salaheldin, 2009) ;
Jordan (Almansour, 2012); Palestinian (Herzallah et al., 2014); UAE (Rowland-Jones,
2013).
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However, very little researches have been done in the KSA to assess the implementation
of TQM and its effects in different sector, such as, construction industry (Aichowli et al.,
2014); public hospitals (Alharbi & Yusoff, 2012); education (Alruwaili, 2013);
telecommunication industry (Mohammed, Albarthi, A.lharthi, Alhabashi & Hasan, 2014);
industrial (Alrnansour, 2015); hotel industry (Albarbi, Al-Matari & Yusoff, 2016), while
to the limited knowledge of the researcher no single study specifically focused on SMEs
in general, as well as the manufacturing based SMEs in particular. On the other hand,
regarding the company size, some authors affirm that SMEs are more suitable for TQM
implementation (Hendricks & Singhal, 2001 ), and others did not find significant
differences between large and SMEs (Sila, 2007). Therefore, this study is considered to be
one of the limited studies conducted to investigate mediating effect of TQM on the
relationship between EO, MO and SMEs performance in the KSA in particular and the
developing countries in general. The following subtopic discusses Total Quality
Management (TQM) and Organizational Performance.

2.6.2 Total Quality Management (TQM) and Organizational Performance

Extant researchers and academic scholars argue that TQM practice is one of the most
important developments in the field of management since it has been found to be a
competitive advantage instrument globally (Prajogo & Sohal, 2001). As reiterated earlier,
significant attention has been paid to the practices of TQM and its effects on the
performance of organizations. Therefore, many firms in different sectors of the economy
have started implementing TQM practices with the purpose of improving their performance
and effectiveness.
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Additionally, TQM practices and its implementation has been considered as a good form
of fundamental change that is important for the effective management system through
which many organizations can cope with global environmental and market and achieve
competitive survival (Nair, 2006; Chong & Rundus, 2004).

In view of the importance of TQM and its relation to the performance of organization,
many studies have been conducted (Baird et al., 2011 ). While many of these studies have
revealed that firms have been successful through adoption ofTQM (Sim & Killough, 1998;
Ittner & Larcker, 1995; Banker, Potter & Schroeder, 1993; Daniel & Reitsperger, 1992),
the American Quality Foundation and Ernst and Young (1992) revealed that almost ninety
percent of US organizations achieved "no benefit' from TQM while another study found
that large number of UK companies do not receive any meaningful outcomes from TQM.
Also, scholars have equally reported mixed fmdings in Australia with regards to the success
ofTQM (Taylor & Wright, 2003; Sobal & Terziovski, 2000; Terziovski & Samson, 1999).

Based on the positive links between TQM and firm performance, a number of studies are
available. For instance, Powell (1995) reported significant linkage between TQM,
competitive advantage, and business performance. Calvo-Mora et al., (2014) recently
found significant and positive relationship between TQM practices such as committed,
efficient and effective leadership in general and, in the management of HR, flexible and
open continuous improvement and the performance of the selected organizations.
Moreover, Baird et al., (2011) found significant and positive linkage between TQM
practices such as respect for people, teamwork, process management, data management,
supplier quality management quality reporting, and operational performance of service and
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manufacturing companies in Australia. In addition, Hung, Lien, Yang, Wu and Kuo (2011)

in their study found a positive influence of TQM on the performance of innovation.

Furthermore, Feng, Prajogo, Chuan and Sohal (2006) found that TQM practices of several
dimensions such as people management and leadership, process management and customer
focus are significantly and positively linked to organizational performance in some selected
Singapore and Australian organizations. Furthermore, the empirical findings of TQM
studies and organizational performance of SMEs showed a positive relationship
(Valmohammadi, 2011; Salaheldin, 2009). Fening (2012) equally found that quality
management implementation positively influences the growth and performance of SMEs
in Ghana. Sweis, Al-Mansour, Tarawneh and Al-Dweik (2013) investigated the influence
of TQM on worker empowerment in the KSA Healthcare. The outcomes of the study
indicated that TQM practices positively influence employee empowerment.

This is in line with the results of Mohammed et al., (2014) which indicated that there is a
significant relationship between organizational performance and TQM in the
telecommunication sector of KSA. Additionally, findings by Sadikoglu and Olcay (2014)
revealed that there is a positive effect ofTQM practices on performance in Turkish firms.
Similarly, a study by Almansour (2015) reported a significant linkage between TQM and
organizational performance in the KAS industrial. Another study carried out by Sahoo and
Yadav (2017) examined the impact of EO and TQM on the Indian manufacturing SMEs
' performance. According to the findings, EO and TQM have a direct effect on SMEs
performance. Similarly, Sahoo and Yadava {2018) conducted a study to test the
relationship between TQM and finn performance in India manufacturing SMEs and found
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that TQM is positively linked to manufacturing SMEs' performance. A current survey
executed by Singh et al., (2018) on manufacturing and service companies in north India
revealed that the organizational performance result is positively related to their TQM.
Fotopoulos and Psomas (2010) further revealed that TQM practices with respect to
employee involvement in quality management system, quality practices of the top
management, customer focus, techniques implementation and data quality management
have significant influence on companies' perfonnance.

Despite the positive relationship that has been established between TQM practices and
perfonnance of an organization, other studies have established mix fmdings. In this view,
a study by Duarte et al., (2011) reported a negative and weak relationship between TQM
practices such as outsourcing and ISO certification and firm performance respectively. The
following subtopic discusses Entrepreneurial Orientation (EO) and TQM.

2.7 Entrepreneurial Orientation (EO) and Total Quality Management (TQM)

Over the years, EO has been regarded as a critical success factor in entrepreneurship and
management literature (Zaino! & Ayadurai, 201 I; Rauch, Wiklund, Lumpkin & Frese,
2009). Importantly, EO has been studied from different underlying dimensions of
proactiveness, innovativeness, and risk-taking (Covin & Wales, 2012; Covin & Slevin,
1989; Miller, 1983). From the perspective of risk taking, for instance, Lumpkin and Dess
(1996) argued that every business naturally takes risk. However, perception about and
acceptance of risk are different from one organization to another (Eggers, Hansen & Davis,
2012). In another angle, innovativeness reveals the willingness and ability of an
80

organization to support ingenuity, new innovations and experimentation which may bring
about new services, products or technological process (Lumpkin & Dess, 1996).

On the other hand, proactiveness refers to the approach which firms use in seeking
opportunities for new services and products and, through which, they are able to quickly
respond to customers' aspirations and demands more than competitors (Lumpkin & Dess,
2001 ). This fact has been recently echoed by Frank, Kessler and Fink (2010) who asserted
that proactiveness is the ability and willingness organizations to explore new opportunities
faster than other competitors with the purpose of access to advantage of being the first
mover.

Taking cognizance of the above, quality has therefore become the watch word and one of
the most significant drivers of the global competition of the contemporary. In fact, today's
global business environment has been dominated by significant increase in demand for
better quality and this has made many organizations of the contemporary to realize that
there is no substitute to high quality product and/or services as this will help them to
favorably compete in the market place while they achieve their performance objective
(Demirbag et al., 2006b). In order to deal with this global challenge, various organizations
have largely invested in implementing and adapting TQM strategies.

The essence of investing huge resources is to help the organizations achieve their objectives
of meeting with customers' demand. Therefore, TQM can be recognized as a total
management philosophy that is targeted at improving all aspects of firms with the objective
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of creating and distributing commodities or products that meet customers' requirements or
needs effectively and efficiently than competitors with the participations of all employees
under the top management leadership (Demirbag et al., 2006b). Consequently, the
foundation of sustainable competitive advantage in the contemporary of technology
proliferation is the ability of companies to innovate and deliver quality products that meet
and exceed the customers' expectations in order to retain the customers (Hoang et al.,
2006). These particular challenges have made many SMEs embrace quality and innovation
strategies that will place them in an advantageous position (Feng et al., 2006; Bon &
Mustafa, 2013).

The implementation ofTQM systems enhances the process of innovation in organizations
as there are numerous and common parts of innovation and TQM such as customer focus
and continual improvement (Zehir, Miiceldili, Zehir & Ertosun, 2012; Sing & Smith, 2004;
Flynn et al., 1994, 1995). Importantly, continuous improvement, open culture and
customer satisfaction are the main central points of innovation and TQM (Kim, Kumar &
Kumar, 2012; Prajogo & Sohal, 2003). Therefore, TQM practices are very essential in both
its technology and human dimensions as it helps to create an enabling environment and
culture that support innovation (Hoang et al., 2006).

Prajogo and Sohal (2003), in this instance, further reported that TQM practices help to
accelerate finn innovative activities. They stated that customer centeredness activities and
other related activities often propel firms to seek for better ways of fulfilling customer
needs. In order to respond to the new requirements of customers, organizations develop
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new products or adapt to changes by continually improving their processes and
encouraging employees to learn how to think creatively. Similarly, teamwork and human
resources management are innovation success factors that can nurture innovative activities.
The findings of this study showed a positive linkage between TQM and innovation. In this
context, quality can therefore be an instrument which will ensure that process innovation,
such as the new technology adoption, is executed within a clear context of organizational
strategic objectives.

In relation to the above, Kim et al., (2012) also studied the relation between quality
management (QM) and innovation. This study used data based on ISO 9001 certified from
service and manufacturing finns. The outcomes showed that a set of QM practices has a
positive relationship with innovation through process management. In their attempt to
study the moderating role of the diverse cultural change, Moreno-Luzon, Gil-Marques and
Valls-Pasola (2013) examined the effect ofTQM practices on incremental innovation and
radical. The result of the study revealed that TQM practices directly influence radical
innovation, while all the factors jointly have an inclusive positive and significant
relationship with incremental innovation. Moreover, Fernandes, Felgueira and Lourenyo
(2015) examined the link between TQM, EO and organization performance, using
qualitative methodological approach. They reported a positive influence of TQM on EO.
This result is also supported by Sahoo and Yadav (201 7), who found a significant positive
causal relationship between EO and TQM. The foHowing subtopic discusses Market
Orientation (MO) and Total Quality Management (TQM).
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2.8 Market Orientation (MO) and Total Quality Management (TQM)

Extant literatures assert that both TQM and marketing are complementary and intertwined
business concepts (Santos-Vijande & Alvarez-Gonzalez, 2009; Longbottom, Mayer &
Casey, 2000). For instance, while marketing is regarded as a channel through which the
voices of the customers are heard and proactive efforts are made, to ensure that such needs
are continuously monitored with the purpose of meeting and exceeding the needs, TQM,
on the other hand , concerns the fulfillment of the customers' needs as its centre point
through focus for excellence and constant improvement in all the processes of organization.

Therefore, TQM is upheld as a strategy that is used to increase marketing prevalence and
its implementation within the organization through the enhanced focus that customer
orientation acquires within the overall management system. As initially echoed by Kohli
and Jaworski (1990), TQM calls for continuous monitoring of market forces by ensuring
that organizational processes are well implemented. The authors argued that it is essential
for all departments of a company to be thoroughly engaged in order to elicit the right market
response.

This, in essence, reveals that both TQM and MO are mutually interdependent (Wang, Chen
& Chen, 2012). This is also in line with the position ofDemirbag, et al., (2006a), who also

argued that implementation of TQM may provide a number of tools that could be used by
organizations to transform and achieve MO. According to Min, Mentzer and Ladd (2007)
MO also plays a fostering role in TQM implementation.
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Based the above premise, several studies have been carried out with regard to the
relationship between MO and TQM. For instance, a study by Wang and Wei (2005)
investigated the relationship between MO, learning orientation and quality orientation, and
their impact on the performance. The results of this research suggest that fums should
connect their internal processes with their market activities by concentrating on the process
of collecting and disseminating customer/market infonnation using adaptive and
generative learning, implementing creative strategies and innovative strategies with quality
processes which will ensure improved performance.

In addition, Samat, Ramayah and Saad (2006) empirically examined the relationship

between TQM practices, MO and service quality. The results of the study are mixed as
employee empowerment, customer focus and information and communication influenced
service quality significantly while customer focus and employee empowerment among
others had a significant influence on MO. The implications of this study suggested that an
understanding in the improvement of quality efforts could aid organizational services in
the context of Malaysian perspectives.

Demirbag et al., (2006a) did a study on the textile industry operating in the Turkish with a
sample of one hundred and forty-five SMEs. The findings of the study indicated that MO
has a positive and impact on the extent of TQM implementation. Moreover, and
corroborating other studies, Zelbst, Green, Abshire and Sower (2010) examined the
relationship among MO, TQM, just-in-time (JIT), and agile manufacturing and effects on
quality professionals. The results showed that MO positively and directly effects TQM and
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TIT. Additionally, Lam et al., (2012) foW1d that TQM has a positive and significant
association with both MO and service quality as MO is also related to service quality
significantly. Wang et al., (2012), while aligning with other studies reported TQM
significantly and positively affects both hotel performance and MO in China. Therefore, it
is urged that the philosophies of MO and TQM should be linked to form a combined
corporate strategy to achieve competitive advantage. The following subsection discusses
about Organizational Culture (OC).

2.9 Organizational Culture (OC)

OC is significant in the implementation of firm strategy. In fact, the cultural uniqueness of
a firm has been recognized as a unique capability that can be used to establish competitive
advantage (Barney, 1986; Peteraf, 1993; Wemerfelt, 1984). Thus, in the contemporary
uncertainty and ever dynamic business environment, it is important that business leaders
should understand bow their OC can be shaped in order to achieve both long and shortterm goals (Kuratko & Welsch, 2004). This is important as it bas been empirically
established that organization with unique cultures will be distinguished from others (Keller
& Richey, 2006; Lee & Yu, 2004).

Based on the above premise, OC has been recognized as one of key elements that can aid
in implementing TQM in all organizations (Gi.menez-Espin et al., 2013). In an early study,
Schein (1990) for instance emphasized the impacts of OC on the results of an organization.
This, therefore, implies that OC has been thoroughly studied over last three decades in the
field of organizational performance (Panuwatwanich & Nguyen, 2017; Detert, Schroeder
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& Maurie), 2000). The following subtopic discusses on Organizational Culture (OC)

Definition.

2.9.1 Organizational Culture (OC) Definition

Many definitions of OC have been proposed in literature. This implies that there is no
universally agreed definition of this concept (Lewis, 2002). For instance, Uttal (1983)
regarded OC as the organizational system with shared beliefs and values through which
people can interact with structures and control system upon which organizational nom1s
and behaviors are created. The corporate culture was similarly defined by Kilmann, Saxton
and Serpa ( 1985) as a set of philosophies, attitudes beliefs, norms and assumptions that
unite the organization together.

In addition, Deal (1985) defined OC as that philosophy that is created by humans with the
purpose of enhancing solidarity among them and to inspire and improve their level of
productivity by ensuring that they are highly committed. Additionally, OC is also defined
by Schein (1990), and Deshpande and Webster (1989) as a set of beliefs and shared values
which assists individual employees to comprehend the ways which the organization
function through provision of some set of norms that help determine the pattern of
behaviors in an organization. This definition has been further supported by Hofstede and
Hofstede (2005) by defining culture as the mental programming that helps to differentiate
one member of one group or organization from another.
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In relation to other definitions, Schein (1984) defined culture as shared meanings which
assist members of a particular group to understand events and act upon their environments.
Cameron and Quinn (2006) argued OC is group of values, beliefs and assumptions which
describe organization and its members. On the other hand, Chin-Joy and Mujtaba (2007)
saw OC as a persistent set of beliefs, values, and attitude that influence behavior within an
organization.

Considering the different perspectives of organizational cultures as discussed above, it can
therefore be concluded that there is no generally accepted definition of culture. Despite the
disparity in opinions about what OC implies, majority of scholars have however agreed
that OC is essential for effective performance of any organization. This study, therefore,
defmes OC as those patterns of behaviours or way of doing things which are peculiar to
certain organization and which the organization in achieving its objectives. The following
subtopic discusses about types of Organizational Culture (OC).

2.9.2 Types of Organizational Culture (OC)

Different types and related dimensions of organizational cultures have been identified in
literature. Such typologies are advocated by several scholars such as Schein (2004; 20 l 0),
Hofstede (2001), O'Reilly, Chatman and Caldwell, (1991), and Maull, Brown and Cliffe
(200 I). Importantly, Cameron and Quinn (2006) developed OC framework that is premised
on a theoretical model called the Competing Values Framework (CVF) has largely been
used by OC researchers as it points to whether a firm has a major internal or external focus
and if such an organization has penchant for individuality, flexibility, or control and
88

stability. The model is equally based on four prevailing culture types to include Clan,
Adhocracy, Market, and Hierarchy (Cameron & Quinn, 2006) as shown in Figure 2.3. The
implications of each culture type are summarized as follows.

Flexibility and Discretion

I

I

.--------~·~ . - - - - - - - - - - - - , , - - - - - ,
Clan Culture

Adhocracy Culture

Hierarchy Culture

Market Culture
,

Stability and Control
Figure 2.3
Types of Culture Source: Adapted from Cameron and Quinn (2006)

2.9.2.1 The Clan Culture

In an organization where the clan culture is predominant, values and goals are commonly

shared as the organizational environment encourages collectivity, mutual help while
emphasis is equally laid on empowerment and employee involvement (Akta~, <;i9ek &
Ki yak, 2011 ). In this type of culture, strong family tie exists while teamwork is emphasized

as leaders are equally seeing as mentors. The focus of the organization is to maintain
stability as participation and loyalty are regarded as the criteria for success. In the long run,
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this type of culture makes the organization focus on the development of individual with
strong emphasis on morale and cohesiveness (Cheng & Lin, 2007).

2.9.2.2 The Adhocracy Culture

This type of culture is used temporarily and dismissed whenever the targeted activities or
objectives are achieved. However, the culture may be reinstated rapidly whenever new
assignments emerge (Aktas et al., 2011). The culture gives abundant opportunities to
individuals to get developed on their own especially if they are still acting in line with the
goals of their organization. The culture helps leaders to be seen as entrepreneurs since they
are encouraged to be innovative while they scavenge for new ideas and accept that new
challenges are important for success. Further, the focus of the organization in this realm is
to seize ex temal environment opportunity as much as it can (Cameron & Quinn, 2011).

2.9.2.3 The Market Culture

This type of culture helps the organization to focus on those transactions in the external
environment of the organization against the internal management. The goal of the
organization that is operating this type of culture is to earn profits through market
competition as the culture stresses goal achievement effectiveness (Aktas et al., 2011;
Cameron & Quinn, 2006). Importantly, the competition is a universal condition which
helps an individual to develop themselves; however, such competition causes rigidity in a
personal relationship. The success criteria in this realm hinges on individual' s target
achievement that revolve around or being conducted from activities which link the
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organization to its shareholders or market. Succinctly, it is an outcome-oriented culture that
drives productivity, profitability, focuses on the market, product diversity and
opportwlities in adopting aggressive strategies. Such a culture centers on the actions of
competitors and accomplishing desired goals and targets in the long run (Cameron &
Qu~ 2011).

2.9.2.4 The Hierarchy Culture

The concept of thls culture revolves around a standardized procedures and rules, very
explicit organizational structure, tight control, and clearly spelt responsibilities (Aktas et
al., 2011 ). It is a type of culture that can be identified simply through a pronounced system,

rule and procedure. The primary focus of this culture is stability within the organization
and which can only be achieved through a set of tight and fixed regulations. Importantly,
the success criteria are premised on the extent through which the individual employees can
perform their works correctly by adhering to rules as well as ensure stability in the system,
thus hey will not be keen to change (Cameron & Quinn, 201 I). The following subtopic
discusses on Organizational Culture (OC) and SMEs in the KSA.

2.9.3 Organizational Culture (OC) and SMEs in the KSA

OC is the main element in any organization that is used to control organizational capacity,
effectiveness, survival and success (Schein, 2004; 2010). In the same line, OC is an
important factor that support the implementation of techniques, models and quality tools
(Abusa & Gibson, 2013; Dahlgaard, Chen, Jang, Banegas & Dahlgaard-Park, 2013). As a
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result, a substantial attention has been paid in the literature of management to the impact
of culture on TQM and its practices (Prajogo & McDermott, 2005; Sarros et al., 2005;
Lagrosen, 2003). The studies demonstrated that OC lends itself to change, continuous
improvement and capability to employ advancements for example change in industries,
market deregulation, and technological change for any organization, increased
organisational complexity, and newer business models in the global economy (Keller &
Richey, 2006; Hitt, Hoskisson & Kim, 1997).

On the other hand, ignoring the impacts of OC is one of the major problems in the
implementation of new initiatives within an organization as well as that of diagnosing,
identifying, and assessing the current status of the OC is very imperative to determine the
needful changes to increase the efficiency and effectiveness of the organisations (Cameron

& Quinn, 1999). In this context, findings of some studies have reported evidence that
successful TQM implementation depends on the prevailing organisation's quality culture
(Cameron & Quinn, 1999; Chapman et al., 1991 ). This means that unless OC is congruent
with the TQM initiatives, positive results were less likely (Roldan et al., 2012). This
therefore implies, that management and organisational theories and models without taking
into account OC in western industrial cannot be applied successfully in the rest of the world
(Hofstede, 1980; Hunt, 1981).

Importantly, the KSA is classified as a developing country. Religion, language and
traditions are dimensions that characterize Saudi Arabia culture (Aldraehim et al., 2013) .
Moreover, religion and culture are major issues in the KSA considered to be crucial factor
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in shaping the customer relations, management systems, suppliers ' relations and

commitment and employee management (Welsh & Raven, 2006). After the discovery of
oil in the KSA, attitudes, values, and norms have been changed due to the impact of the
west on economic, social, political aspects and technological advancement in the Middle
East (Atiyyah, 1997). Furthermore, Saudi Arabia successfully joined the WTO in 2005
and, as a result, opened up its market for goods and services to foreign investors, scrap a
range of tariffs, subsidies and other barriers, thus, it is a dramatic effect as it opens the
Kingdom's long protected economy (Hoang et al., 2010). Therefore, all these activities
have effect on both the economy and culture of the KSA.

In this regard, when the KSA fully succeeds with its integration with WTO, culture will be
an important factor to be reckoned with as it will allow effective implementation of
regulatory decisions based on social, cultural or religious issues but with some restrictions.
Furthermore, the SMEs' provision of employment opportunities for the Saudis is as a result
from competition among the more experienced multinational companies (Idris, 2007). On
the other side, business culture in the KSA has a unique managerial system of hierarchy
and the relationship between subordinates and superiors is hierarchical in many firms
(Alkahtani, Dawson & Lock, 2013; Cassell & Blake, 2012), due to the presence of
hereditary monarchy structure as well the dominance of royal family in the most of the
executive positions throughout the country (Robertson, Al-Khatib, Al-Habib & Lanoue,
2001 ). In addition, Saudi Arabian culture is differentiated from other Arab and neighboring
countries because the KSA has strong cultural traditions, for example gender segregation
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in schools and workplaces which limit public interaction between women and men
(Alkahtani et al., 2013; Robertson et al., 2001).

In sum, there are a few studies that have been conducted to assess the OC in the context of
KSA finns, such as, public hospitals (Alharbi, 2012); service sector (Al-bahussin & Elgaraihy, 2013); telecommunication (Al-Adaileh & Al-Atawi, 2011); construction (Jaeger
& Adair, 2013); SMEs (Abousaber & Papazafeiropoulou, 2011). To this extent, this study
is considered to be one of the lintited studies that is conducted to examine moderating effect
of OC on the relationship between TQM and SMEs' performance in the KSA in particular
and the developing countries in general. The following subtopic discusses on the
relationship between Organizational Culture (OC) and Total Quality Management (TQM).

2.9.4 The relationship between Organizational Culture (OC) and Total Quality
Management (TQM).

TQM has been recognized as an innovative tool for improving operational and
organizational performance in today's business environment (Singh et al., 2018; Sahoo &
Yadav, 2018: Herzallah et al., 2014; Salabeldin, 2009). However, the implementation
success of TQM within an organisation depends on matches with prevailing OC (Wu,
2015; Cameron & Quinn, 2011; 2006). Therefore, the dominant OC acts as a coherent
power and, thereby, enhances or inhibits implementation effectiveness TQM in an
organization (Mosadeghrad, 2014; Tata & Prasad, 1998).
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Recent literature in the TQM field provides empirical studies on the relationships between
TQM and OC from various perspectives. Prajogo and McDermott (2005) analyzed the link
between TQM practices and OC with the objective of identifying the in particular cultures
that define the successful implementation of TQM practices in Australia firms, using the
MBNQA criteria as the framework. The results showed a hierarchical culture was a
significant relationship with certain practices of TQM. Mosadeghrad (2006) reported that
competitiveness was achieved only within the range of 20% to 35% of the organizations
that have implemented TQM due to a weak understanding of the fitness of OC.

Yong and Pheng (2008) also studied the relationship between TQM and OC in Singaporean
construction finns. Their findings discovered that organizations with strong comprehensive
culture implement highly the TQM practices, while firms with hierarchical culture
implement the practices ofTQM at a moderate to a low level. They were confirmed that a
balance of the four cultural kinds (clan, adhocracy, market and hierarchy) is fundamental
in order to a successful implementation ofTQM practices. Baird et al., (2011) investigated

the correlation among culture, TQM and organizational performance on both
manufacturing and service industries in Australia. Their results found that cultural factors,
outcome orientation, teamwork/respect and innovation have a significant positive on TQM
practices.

A study by Karimi and Kadir (2012) in an oil industry in Iran found that various cultural
types namely rational culture, developmental culture, hierarchical culture, and group
culture have different effects on hard and soft TQM. Findings of an empirical study by
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Haffar et al., (2013) in Syrian manufacturing organisations indicated that the group and
adhocracy culture kinds are the most supportive cultures than the hierarchy culture and
market culture for the implementation ofTQM practices. Gimenez-Espin et al., (2013) also
conducted a similar study within Spanish companies and the results reported a positive
effect of adhocratic culture on TQM as well as the clan culture has no significant effect on
TQM, while mixed culture was established to be the most appropriate for a TQM system.

In addition, a study found the negative effect of hierarchical and market on the quality
management system.

Sinha et al., (2016) examined the effect of OC on TQM implementation in Indian SMEs.
They found that OC dimensions namely confrontation, authenticity, openness, trust,
experimentation, proaction, collaboration, and autonomy have a positive and significant
impact on TQM implementation. Similar results were reported in an empirical study by
Val.mohammadi and Roshanzamir (2015) which revealed significant positive effects ofOC
on TQM. Moreover, Haffar, Al-Karaghouli, Djebarni and Gbadamosi (2017) in their study
of the mediating role of employee readiness for change on the relationship OC and TQM
in Algerian firms, found that adhocracy culture and group culture have a positive impact
on TQM, while market culture and hierarchy culture have not significant effect on TQM.
Panuwatwanich & Nguyen (2017) empirically investigated the link between OC and TQM
as well as the effect of TQM implementation on organisational performance. Findings of
the study elucidate that the clan and hierarchy cultures types are the most supportive
cultures than the market and hierarchy cultures for the successful TQM implementation. It
was also found the positive and significant influence the TQM implementation on
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organisational performance. Tomic et al., (2017) also declared that successful TQM
implementation depending on existing OC and thus organizations can improve business
performance levels. Based on the arguments above, the supportive nature of OC can lead
to effective TQM practices via providing an environment that is conducive to successfully
implementing TQM (Haffar et al., 2013; Baird et al., 2011). The following subtopic
discusses on Organizational Culture (OC) and Organizational Performance.

2.9.5 Organizational Culture (OC) and Organizational Performance

As discussed earlier, OC is a complex social phenomenon. It is, therefore, not surprising
that academic researchers have recognized this construct as a multi-layered variable that
can be segmented into two layers of accessibility and observability (Mujeeb, Masood &
Alunad, 2011 ). As initially defined, OC refers to patterns of beliefs and shared values
which, over a period of time, create norms of behavior which are used in resolving
organizational problems (Schein, 1990). Importantly, the internal environment of an
organization reveals or mirrors its culture and is construed by the beliefs and assumptions
of both the employees and the employers (Aycan, Kanungo & Sinha, 1999).

OC, as mentioned before, is a valuable source of an organization's competitive advantage
(Hall, 1993; Peteraf, 1993) as it determines procedures of organization, unifies the
capabilities of the organization holistically, proffers solutions to the challenges confronting
the organization and, thereby, facilitating or hindering the performance of the organization
(Yilmaz & Ergun, 2008). On other side, Al-Adaileh and Al-Atawi (2011) emphasized OC
(trust, innovation, openness to change, employees' involvement, teamwork, supervision,
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morale, customer service, reward orientation and information flow) within the organization
that helps in exchange of knowledge and sharing process.

Importantly, OC has become the pattern through which organizational values and beliefs
are shared and, which equally, helps individuals to understand functioning of their
organization. As noted by Mujeeb et al., (20 I 1), the strategic asset for an organization is
its culture as it increases the adaptability of and fits between the organisation's enabling
environment and organization itself. As members of the organization continue to interpret
aspects of their work, the OC has equally become an important mechanism that guide the
way people behave and acclimatize with the environment. Culture equally manifests
through organizational rituals, thinking habit, group norms, and espoused values.

Accordingly, Armstrong and Baron (1998) argued that performance management is an
integrated and strategic approach that can help organizations to succeed by improving the
performance of the people through the development of their capabilities. It therefore
supports the fact that competitive advantage can only be provided by the people (Reynolds
& Ablett, 1998) and this accordingly aligns with proponents of TQM. Importantly, the
essence of performance management is to convert the unrefined human resource (HR)
potential into desired performance by eliminating transitional obstacles as well as motivate
and rejuvenate the HR (Kandula, 2006). Organizational competitive capability can
therefore be increased by constructing solid workforce and efficiently developing and
managing the HR (Cabrera & Banache, 1999) which is the basis of management
performance.
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In line with the above, Kandula (2006) equally argued that strong OC is a strong
determinant of good performance. The author also maintains that, as a result of disparity
in culture of organization, similar strategies may yield different outcomes for two
organizations that are in the same industry and locations. A strong and positive culture can
assist an average employee to perform excellently while a weak and negative culture may
demotivate or discourage an exceptional employee to perform optimally. Hence, the role
of OC cannot be underplayed in performance management. In this instance, Murphy and
Cleveland (1995) argued that research in this respect will go a long way to improve the
performance management understanding. This position has equally been supported by
Magee (2002) who asserted that, without due consideration given to the influence of
organizational practices, OC like management performance could be anti-productive since
the two concepts are inter-reliant and change in one will influence the other.

Meanwhile, series of researches have been carried out on the relationship between OC and
organizational performance. For instance, Lee and Yu (2004) showed that organizational
cultural strength such as competitiveness, carefulness, independence, team work and so
forth are positively related with critical organizational performance (return on assets, sales

turnover and net profit) especially for manufacturing firms. The study of Xenikou and
Simosi (2006) also revealed a direct influence of cultural orientation on the overall
performance of business companies particularly large financial companies in Greece. In
addition, Denison (1984) had initially emphasized that the OC had significant impact and
direct relationship on financial performance (ROI, ROA, and ROS). Gordon and Ditomaso
(1992) also found that a strong culture of an organization predicted a short term
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organizational performance as performance was considered from the perspectives of sales
growth, cash, market share, new product development, and profitability.

Furthermore, Ogbonna and Harris (2000) found that organization culture brings about
enhanced financial performance and was further supported by Scholz (1987) as the study
found that OC was a major source of competitive advantage. Jaeger and Adair (2013)
investigated organization culture on one hand, and the presence of an excellent OC on the
other based on the perceived culture type in the construction project among the Gulf
Cooperation Council (GCC) like Kuwait, United Arab Emirates and the KSA. The authors
employed the Organisational Culture Assessment Instrument (OCAI) (Cameron & Quinn,
2006) to analyze OC. The study reported that OCAI is an essential tool for a profession's
culture determinant while both the hierarchy cultures and group are main culture types
among construction project managers in the GCC countries.

Moreover, Yarbrough, Morgan and Vorhies (2011) obtained a significant and positive
linkage between OC and perfonnance while Gorondutse and Hilman (2016) found a
significant influence of OC on SMEs' performance whereas OC mediates the association
between perceived ethics and performance as well as Al-bahussin and El-garrahy, (2013)
found positive relationship between OC and performance among large organization in
Saudi. Valmohammadi and Roshanzarnir (2015) reveals that TQM and culture have
positive direct effects on performance while indirect positive influence of culture through
TQM on performance was found. The following subsection discusses about Organizational
Performance (OP).
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2.10 Organizational Performance (OP)

Previous organizational studies have paid a lot of attention to the examination of
determinants of the organizational performance. This is coming into light as a result of the
importance that is attached generally to the concept of performance and because of its
several implications on organizational effectiveness and competitiveness. Globally, the
competition among organizations is increasing as the customers of contemporary are
becoming very critical about the quality of services and products being offered to them.
These new environments where the customers are operating have attracted the attention of
academic scholars and have equally forced several organizations to imbibe innovative
strategies through which they can maintain high level of standards with the purpose of
ensuring their presence in the global market.

Based on the earlier discussion, the adoption ofEO, MO and TQM practices have become
the center points of many scholars in the organizational studies field as this will help in
determining how organizations can perform better. Consequently, organizational
performance has been recognized as one the most significant constructs in the
organizational studies and strategic management field (Combs, Crook & Shook, 2005).

In this view, both academic scholars and practitioners have conducted a large number of
organizational performance studies with the objective of comprehending the precursors,
procedures, and other reasons that can influence the organizational results (Jing & Avery,
2008). Importantly, these sets of studies are motivated by the practical importance that is
attached to the concept of organization performance that originates from top management
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who are always concerned with competitiveness and enduring success of their
organizations (Finkelstein & Hambrick, 1996).

In connection with that, Koontz and Donnell (1993) equally assert that organizational
performance is simply the capacity of an organization to accomplish objectives such as
quality products, large share of market, excellent financial outcomes, and organizational
enduring survival, employing pertinent strategies for action. In other words, organizational
performance is an indicator that assists the organizations to measure their success level or
failure and also serves as a barometer for accomplishing important development in the
organizations' activities (Trkman & McCormack, 2009; Ho, 2008) .

In the same context, Carton and Hofer (2006), in their analyses of performance measures,
described five categories: operational measures (including non-financial variables like
customer satisfaction and market share), accounting measures (relying on financial
information), survival measures (long-term organizational performance), market-based
measures (the organizational ratios of the market values for example return to market
value-added and shareholders), and economic value measures (adjusted accounting
measure). Moreover, Minai and Lucky (2011), in their study, investigated the performance
measurement practices in the context of small firms and found two perspectives: the nonmonetary (non- financial) and monetary (financial) measures.

Furthermore, many other studies have equally aligned with the concept of business
performance advanced by Venkatraman and Ramanujam's (1986) by adopting both
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operational and financial measurements to develop a detail assessment of firm
performance. However, numerous researchers have recommended that performances
dimension should contain on both non-financial and financial measurement test (Gronum,
Verreynne & Kastelle, 2012; Hilman, 2009; MacDougall & Pike, 2003; Kaplan & Norton,
1992). The following subsection discusses the objective vs subjective approaches.

2.10.l Objective vs Subjective Approaches
Previous researches indicated that authors utilize the objective and subjective technique in
measuring the performance (Liu & Fu, 2011; Rauch et al. , 2009; Razalli, 2008).
Accordingly, the objective measures are based on the real figures from the secondary
sources or directly from the firm (primary data) while subjective measures used the
perceptual responses of the participants to evaluate their firm performance (Rauch et al.,
2009; Wall et al., 2004; Harris, 2001). Prior empirical evidence provides strong support to
subjective approach (Gorondutse & Hilman, 2016; Hilman & Kaliappen, 2014: Aziz &
Yassin, 2010; Hilman, 2009). Due to the difficulty of getting an objective measure of
performance and the difficulty to fmd secondary data on financial performance, hence, a
subjective measure approach generally used in research (Kaynak, 2003, Dess & Robinson,
1984). Importantly, subjective performance measures had been widely used in examining
the effect of strategic orientation on performance (Jogaratnam, 2017; Sahoo & Yadav,
2017; Shah et al., 2015).

According to Andrews, Boyne and Walker (2011 ), Idris (2011 ), Wall et al. , (2004), and
Bontis (1998), subjective measures of financial and non-financial performance can explain
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the organizational performance as like to objective measures as the managers are
encouraged to evaluate firm performance by overall subjective measures that can reflect
more defined objective measures. This view is consistent withed prior studies (FuentesFuentes, Albacete-Saez & Llorens-Montes, 2004; Seldon & Sowa, 2004; Dess, Lumpkin
& Covin 1997; Delaney & Huselid, 1996; Venkataraman & Ramanujam 1986) who found
that subjective measures of organizational performance linked positively to objective
measures of organizational performance.

Therefore, this study utilised the subjective approach to evaluate the organizational
performance of SMEs in KSA. There are several reasons for using a subjective approach
in this study; objective data on the performance of SMEs is usually not available because
of their private ownership structure as well as owners/managers may be rejected to disclose
the real performance data due to confidential and are publicly hard to obtain (Dess &
Robinson, 1984). Secondly, subjective approach is more consistent because managers of
firms will provide a better understanding of organizational performance in their industry
(Andrews, Boyn & Walker, 2010). Thirdly, SMEs' owners/managers are more prepared
and inclined to provide a subjective evaluation with their performance of a firm rather than
the financial measures (Sapienza, Smith & Gannon, 1988). Fourthly, many researchers
indicated a strong relationship between subjective and objective approach (FuentesFuentes et al., 2004; Selden & Sowa, 2004; Dawes, 1999). The subjective approach helps
to achieve higher organizational effectiveness in the long-term basis for organizations
(Pizam & Ellis, 1999). Rauch et al., (2009) support this procedure, in particular, investigate
the relationship between strategic orientations and firm performance is robust, which
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makes it unnecessary to use complicated objective measure. The following subsection
discusses the Financial and Non- Financial Performance.

2.10.2 Financial and Non- Financial Performance

Past scholarly works have indicated the advisability of supplementing conventional
financial indicators with other indicators that means, non-financial are better suited in
rating the performances of firms on the basis of competitive advantages (Gronum et al.,
2012; Hilman & Mohamed, 2011; Hilman, 2009; MacDougall & Pike, 2003; Talluri &
Yoon, 2000; Kaplan & Norton, 1992). Notably, organizations will look for intangible
elements when they recognize the importance of elements such as customer satisfaction,
delivery times, like technologies, development of new product, plant productive capacity
and ability to have a bearing on market characteristics in the long term (Hilman, 2009;
Shank & Govindarajan, 1992; Talluri & Yoon, 2000; Kaplan, 1986; Meredith & Suresh,
1986).

Nonetheless, at times, it is almost difficult to offer a basic list of yardsticks which can be
directly implemented to all SMEs or, at the very least, all the organizations operating in a
similar sector (Morgan & Daniels, 200 I; Pawar & Driva, 1999; Brown & Laverick, 1994).
Moreover, there are instances where financial measures alone are used (Richard et al.,
2009; Bhiroani, 1994), while in other circumstances, significant emphasis is laid on the
adoption of other measures or incorporating them (Westra, Srikanth & Kane, 1996;
Abernethy & Lillis, 1995; Venkatraman & Ramanujan, 1986). Therefore, it is important
that performance measurement measure should reflect management's strategic objectives
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and be a good measurement system that reflects the firm's strength (Barnett, 2007;
Carneiro, Silva, Rocha & Dib, 2007; Keegan, Eiler & Jones, 1989).

Previous researches computed the performance by adopting non-financial and financial
performance indicators (Gorondutse & Hilman, 2016; Hilman & Kaliappen, 2015; Saunila,
Pekkola & Ukko, 2014; Hilman & Kaliappen, 2014; Gorondutse & Hilman, 2013; Gronum

et al., 2012; Wadongo, Odhuno, Kambona & Othuon, 2010; Hilman, 2009; Jusoh &
Parnell, 2008; Evans & Dean, 2005; Kaplan & Norton, 1992). Moreover, K aplan and
Norton, (I 992; 1996), who introduced a strategic model called the Balanced Scorecard
(BSC) suggested balanced performance measures for non-financial and financial
perspectives in assessing the organizational performance. In addition, Kaplan and Norton

(I 992) went further in arguing that financial management alone is inadequate in assessing
an organization's competitive position. As a result, the balanced scorecard strategy retained
the financial and added three other non-financial measures; customers, learning and
internal process and growth (Kaplan & Norton, 1992, 1996).

In relation to the above discussion, this study adapts a performance measure used by many
studies on business strategies which consist of indicators for both financial and strategic
performance (Hilman & Mohammed, 2011; Kaplan & Norton, 1996; Venkatraman &
Ramanujan, 1986). The dimensions representing the performance of organizational
(dependent variable) of this study, namely: (1) return on sale (ROS); (2) return on
investment (ROI); (3) market share; (4) sales growth; (5) innovation and learning
perspective; (6) customer perspective and (7) internal business perspective. Based on
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previous research as it can be assumed that a conceptual model linking constructs such as
EO, MO, TQM and OC with Organizational Performance (OP) are few or no empirical
evidence since to date previous research have recorded mixed results and direct relation.
To this end, this study intends to address these issues. The following subsection discusses
Underpinning Theory.

2.11 Underpinning Theory

The major objective to be achieved is to investigate mediating and moderating effects of
TQM and OC on the relationship between EO, MO and performance of organization. Due
to the characteristics of the variables that are used in this study, three underpinning theories
which theoretically underlie the conceptual framework of this study are presented in the
next subsections of this study.

2.11.1 Resource Based View Theory (RBV)

In the last few decades, RBV theory of fum has been one the most researched areas in
strategic management literature (Kellermanns, Walter, Crook, Kemmerer & Narayanan,
2016; Nyberg, Moliterno, Hale & Lepak, 2014; Galbreath, 2005). Wemerfelt (1984) was
the first scholar who introduced the theory of RBV with the argument that internal
resources can determine the success or otherwise of such firm. As noted by other scholars,
these resources may be tangible or intangible assets (Mills, Platts & Bourne, 2003; Collis,
1994), or capabilities of the organization like accumulated skills and knowledge (Teece,
Pisano & Shuen, 1997).
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Barney (1991) also argued that finn resources can be categorized as assets, attributes,
processes, capabilities, knowledge and information, which are controlled by the firm and
which can equally assist the firm in conceiving and implementing strategies, lead to better
performance. Other scholars recognize firm resources as human capital resources (Becker,
1964), physical capital resources (Williamson, 1975), and organizational capital resources
(Tomer, 1987). All of these attributes are known to be important in creating finn 's a
competitive advantage.

In addition, the RBV theory emphasizes the juxtaposition of a finn 's capabilities and the
opportunities that are available. Therefore, the main thrust of RBV theory is anchored on
the full utilization of organizational resources so as to building the core competencies that
will eventu a 11 y lead to building and sustaining competitive advantage (Makadok, 2001).
According to Lonial and Carter (2015), and Barney ( 199 l) human, physical and
organizational resources can assist organizations to realize sustainable competitive
advantage and helps to enhance performance. Therefore, to build competitive advantage,
organizations depend on rare, valuable, and inimitable resources which are the main
generators and considered as the intangible strategic resources. Based on these distinctive
resources, the firm can produce innovative products and deliver high quality services that
lead to high market position far ahead of its rivals (Barney, 1991 ; Russo & Fouts, 1997). It
is therefore essential for the :firms to obtain the linkage between their external environment
and internal capabilities with the purpose of taking up challenges that may arise in the
competitive strategic situation.
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In line with the RBV theory, the TQM has been viewed as one of the major resources that
is being used by many organizations for performance improvement and achieve
competitive advantage (Abdi, Awan & Bhatty, 2008; Fening et al., 2008; Bayati &
Taghavi, 2007; Escrig-Tena, 2004; Reed et al., 2000; Anderson & Sobal, 1999; Terziovski
& Samson, 1999). However, Feng et al., (2006) referred that the TQM needs to be
complemented with other resources in order to achieve high organizational performance.
Moreover, previous studies have also revealed that OC serves as a source of sustainable
competitive advantage (Barney, 1986; Xenikou & Simosi, 2006). Consequently, the culture
must be one that will allow management to change and respond to market demands.
Similarly, Shehu and Mahmood (2014a) asserted that the OC as a distinctive and
comprehensive way of people life; hence the firm sound culture can influence the edge of

finn and aid in obtaining a competitive advantage.

Additionally, within the framework of RBV theory, EO has equally been regarded as a
unique and distinct intangible resource or valuable for recognizing, being deeply
integrated, and exploiting new business opportunities in firm routines, and cannot be easily
substituted or imitated by competitors (Lonial & Carter, 2015; Runyan, Huddleston &
Swinney, 2006; Weerawardena & Coote, 2001; Barney, 1991). This assertion has been
supported by other extant studies with the position that EO is an important source and
instrument of competitive advantages and that equally helps to improve the performance
of new organizations (Grande et al., 2011; Wiklund & Shepherd, 201 I; Chen, Tzeng, Ou
& Chang, 2007; Madsen, 2007).

109

Furthermore, MO from the vantage point of IO theory is equally regarded as another
important resource of the organization. Building on the RBV theory, as one of the
intangible resources of the organization, researchers suggest that MO is seen from the
perspective of organizational capabilities that is used to convert the assets of organization
into superior performance (Dess, Lumpkin & Eisner, 2007; Hult, Ketchen & Slater, 2005;
Zhou, Yim & Tse, 2005). With the application of this type of resource, objectives are
achieved and competitive advantage is built. Importantly, it includes the usage of a process
to optimize the resources, such as maintaining customers, the ability to improve products,
new products and service innovation, and the ability to encourage personnel to work and
the ability to keep skillful personnel, thus, employees personal gain as well as sense of
pride for a furn as their asset and feel motivated with their jobs (Zhou et al., 2008; Slater
& Narver, 1998; Kohli & Jaworski, 1990).

Moreover, MO involves a complex set of processes and collective skills that allow marketoriented organizations to offer products specially tailored to market requirements, which
makes it challenging for rivals to discern which processes and skills are most efficient
(Gebhardt, Carpenter & Sherry, 2006). Hence, MO is non-substitutable and difficult to
imitate (Zhou et al., 2008). Past studies have established a connection between MO and
performance in different fields such as property industry (Adis & Juilee, 2010), hotel
industry (Hilman & Kaliappen, 2014; Agarwal, Erramilli & Dev, 2003), and SMEs (Buli,
2017; Jaiyeoba, 2014).
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Again, EO is another resource that has been recognized by RBV theory. It refers to a
decision that is taken by the finn to be innovative, proactive and take risk (Cools & Broeck,
2007/2008; Lwnpkin & Dess, 1996). It is equally considered as one of the intangible
resources that firms use to create competitive advantage. Importantly, a large number of
academic studies have discussed EO and performance of organizations since it is believed
that the EO is one of the core resources which many organizations use in achieving growth
(Soininen, Martikainen, Puumalainen & Kyliiheiko, 2012), profitability (Antoncic, 2006),
and overall performance (Tajeddini, 2010; Keh et al., 2007). Hence, the EO practices are
the key drivers of competitive advantages for both large and small firms as these practices
would not only lower cost of operations; it would also help to bring efficiency necessary
to sustain the competitive advantage in an entrepreneurial manner (Ambad & W ahab, 2013;
Bums, 2008). Therefore, capabilities and intangible organizational resources such as EO,
MO, TQM and OC, if implemented effectively, it will lead to the achievement of
competitive advantage (Lonial & Carter, 2015; El Shenawy et al., 2007; Xenikou &
Simosi, 2006; Escrig-Tena, 2004; Hult & Ketchen, 2001), and thus improve performance
(Jogaratnam, 2017; Valmohammadi & Roshanzamir 2015; Boso et al., 2013; Fening,
2012).

However, previous scholars have argued that the analysis of a single resource or individual
element is not enough to illustrate performance (Newbert, 2008; Kraaijenbrink, Spender &
Groen, 2010). That means the process by which these capabilities affect performance is
more complex than explaining it through the univariate investigation of a direct, linear link
between each and performance (Lonial & Carter, 2015 ; Hult & Ketchen, 2001). Previous
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researches have also revealed that the relationship between performance and the resources
of organizations may be inadequate and indicates that there are likely intervening variables
that may affect the relationship (Lonial & Carter, 2015; Newbert, 2008; Hult & Ketchen,
2001 ). In view of this, Lonial and Carter (2015) confirmed that there is a need to explain
how resources of organizational influence performance. Furthermore, Hult and Ketchen
(2001) recommended that future researchers should investigate diverse organizational
resources within the confine of RB V's in order to determine organizational outcomes.

Therefore, this study used RBV theory as the grand theory to explain how SMEs can utilize
and maximize their internal resources and capabilities (EO, MO, TQM and OC) to improve
their performance in a highly competitive marketplace. However, few studies provide a
conceptual framework to emphasize the impact of EO, MO on organizational performance.
To the best knowledge of the researcher, there is no previous study that investigated the
mediating role ofTQM in the relationship between EO, MO and SMEs' performance. As
well as, examining the moderating influence of OC on the relationship between TQM and
SMEs performance. Additionally, no study has examined the relationship between these
EO, MO, TQM , OC and SMEs performance in one model and under the RBV theory.
Therefore, the current framework is proposed to investigate the relationship between the
main constructs in this study. The following subsection discusses about Contingency
theory.
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2.11.2 Contingency Theory

Contingency theory has been widely accepted and used by several empirical studies in the
strategic management field (Gardner, Johnson & Wilkinson, 2000; Buzzell & Cale, 1987;
Hambrick & Lei, 1985), and several other fields that focus on the links among strategy,
environment, organisational structure and performance (Calantone, Garcia & Droge,
2003 ). The basis of this theory is that there is no one best way for managing a finn in order
to make decisions or to lead an organization (Donaldson, 2001; Drazin & van de Ven,
1985).

From this perspective organisations seek to improve fit and alignment with their defined
set of contingency variables to improve their performance (McAdam et al., 2016). In the
same context, contingency variables include constructs such as culture (Sousa & Voss,
2008) and strategy (O'Regan, Ghobadian & Sims, 2006). According to Schuler (2000),
organization can process several strategic choices depending on contingent environmental
factors that will help the organization in pursuing its objectives. This is especially true in
fast moving business environments where this process of fit is viewed as dynamic and
ongoing (Daft, 2010; Donaldson, 2006).

The thrust of contingency theory, therefore, is the concept of "fit" which has been
interpreted as ' align with', 'consistent with' and contingent upon (Venkatraman, 1989). In
essence, the concept of "fit" or "match" is the basic foundation of the contingency theory
(Lawrence & Lorsch, 1967) and extant academic scholars of strategic management and
contingency research have always emphasized the importance of this 'fit' as an important
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perquisite that will guide organizations in choosing their strategies towards enhancing their
performance (Selto, Renner & Young, 1995; Drazin & Van de Ven, 1985).

Consequently, there has been a consensus among scholars about the definition of fit with
regards to contingency theory (Drazin & Van de Ven, 1985). In defining this concept,
scholars seemed to have agreed on three specific approaches of selection, interaction, and
the system approaches. Importantly, the selection approach denotes to the correlation
between the environmental variables and the organizational variables; the interaction
approach assesses the relations between organizational variables and the environment
while the system approach considers the influence of the duo on the organizational
performance.

Additionally, proponents of contingency theory have equally argued that organizations can
achieve improvement in their performance if they effectively align their key organizational
variables (Naman & Slevin, 1993). In line with the contingency theory, therefore, the
association between the two variables is dependent on the level of a third variable which
suggests that the introduction of a moderating variable into such a relationship may elicit
clear understanding and prevent any form of conclusion that may be misleading about the
contingent relationships (Baier, 2008; Venkatraman, 1989). In order to effectively
comprehend the inconsistent findings in the relationships between TQM and organizational
performance, contingency theory has therefore become an important paradigm on the
development of management sciences (Venkatraman, 1989).
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Inferring from above discussions, and in pursuit of better understanding about the link
between TQM and firm performance, existing researches have suggested some of the
potential moderating variables (Jabeen et al., 2014; Zhang et al., 2012; Prajogo &
McDermott, 2005; Sila & Ebrahimpour, 2005). Furthermore, Sila (2007) stated that
numerous prior research studies such as (Sila & Ebrahimpour, 2002; 2003) emphasized the
need to conduct contingency studies in the field ofTQM. As well as McAdam et al., (2016)
referred that there are limited studies with contingency theory development in the SMEs
context and suggested more empirical research based on contingency theory in relation to
QM practice and outcome. Sila (2007) also points out that TQM practices contribute to
improved performance based on contingency theory which is scantly applied by previous
studies. This view is further supported by Nair (2006).

This study seeks to explore internal contingency factors such as OC that affects TQMorganizational performance relationship. That is, TQM is assumed to have performance
effect but contingency theory argues such relationships must not be empirically examined
alone but in the light of single contingency that affects the relationship. As argued by
previous scholars, OC may be regarded as an important factor that permits or prevents
organizations from implementing their strategies effectively (Mosadeghrad, 2006).
Therefore, it can be asserted that, if quality and entrepreneurial OC is developed by an
organization, the outcomes of TQM practices could be highly impacting on the
performance of the organization. The impact of such outcome can be greatly felt with
respect to change initiatives which are related to processes, method and other and hwnan
resources related issues.
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The importance of OC therefore is recognized as a result of good fit that can be established
with the intending organization cultural practices and strategies. In essence, where quality
and organizational cultures are established, all the organizations members may be ready to
accept practices of TQM since such practices will not be in dichotomy with the overall
values and beliefs system of the organizations (Schein, 1997).

Contingency theory can be used as an underpinning theory given the nature of this study
since it aligns with the strategy implementation school (Venkatraman & Camillus, 1984).
Moreover, this research will make a significant contribution to the literature by examining
the contingency theory through investigating the moderating role of OC on the relationship
between TQM and organizational performance. Therefore, contingency theory is relied
upon in developing this aspect of the research model. The following subsection discusses
about Industrial Organization Theory (IO).

2.11.3 The Industrial Organization Theory (IO)

The IO theory general perspective is anchored on the fact that business competition is
stimulated by external market/industrial environmental factors (Zou & Cavusgil, 1996).
On the contrary, experience has shown that external environmental factors are not the only
determinants of performance as the internal features of an organization also go a long way
to determine the success or otherwise of a £inn. In this regard, Porter (2008) based on his
conceptualization of IO theory argued that success or performance of an organization can
be elucidated by the structural forces that influence the operation of an individual
organization. Therefore, the adoption of IO theory is anchored on the choice of the
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management with respect to the protection of valuable organizational position from the
competitors, new entrants with a view to be profitable within an industry (May, 2012;
Porter, 1985).

This is in line with the concept ofNarver and Slater (1990) about MO as they also argued
that the fundamental or basis behind the MO concept can help organization to understand
customers and gain edge on competitors while performance is improved (Min & Mentzer,
2000). In order to achieve this, MO must be focused on in order to realize the strategies,
weaknesses and strengths of current and potential competitors and as well as monitor
competitor behaviors as this will assist in coordinating and benefiting from all available
company's resources; understanding of customer demands and capacity for continually
creating products and services to meet the latent and potential needs of the target customer
(Narver & Slater, 1990).

This position bas further been harnessed by Teece, et al., (1997) who equally argued that
the industry structure has strong influence on the competitive rules as well as the strategies
availability while Pecotich, Hattie and Low (1999) further reinforced that industrial
competition analysis is akin to the behaviour of extant organizations and the nature of the
industry where they operate. Corroborating this are the arguments of several scholars who
maintain that MO can be regarded from behavioral perspectives of customer orientation,
competitor orientation, and inter-functional coordination with a view to implement
marketing concept in order to succeed in the industry (Narver & Slater, 1990). Porter's
(1980) five competitive forces model in this view drive home the fact that industrial
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operations are anchored and or hindered by power of consumers, power of suppliers, entry
threat, goods substitute threat, and rivalry among existing organizations (Weerawardena,
O'Cass & Julian, 2006).

Evidently, the IO framework, based on the arguments of various scholars, has contributed
to the comprehension of competitive strategies such as MO. In relation to that, this study
also seeks to explore the effect of MO on the SMEs performance in developing countries
such as the KSA as previous studies that explore this are still rare. In line with this, Shah
et al., (2015) after analysis of 200 MO and SM Es performance - based journal articles,

concJuded that there is very limited empirical evidence regarding MO and its impact on
firm performance in developing countries, therefore research into the effect of MO on
performance is required. This view is further supported by Raju et al., (2011) and
Missaoui and Saidi (2015).

Consequently, IO theory is relied upon in developing this aspect of the research model.
Parnell (2006) has, however, asserted that a number of limitations inhibit the direct
applications of the theory. For instance, earlier researchers are of the view that IO theory
has failed to holistically elucidate the majority of behaviours which are associated with
industrial performances. As a result, this study bas also employed RBV theory,
contingency theory, and IO theory as additional theories to explain and better achieve
competitive advantage. To this end, this study intends to address these issues. The
following subsection discusses Hypotheses Development.
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2.12 Hypotheses Development

Hypotheses for this study were fonnulated for empirical testing and validation using
theoretical justification from the extant literature. There are five constructs in this study
which include EO, MO as the independent variables, TQM as the mediating variable, OC
as the moderating variable, and organjzational performance as the dependent variable.

According to Sekaran and Bougie (2013; 2016), there are two types of hypotheses: the
directional and non-directional. The directional hypothesis indicates the direction of the
relationship between the variables while the non-directional hypothesis suggests
relationship without indicating the direction of such relationship (s). This study adopts
directional hypothesis development to test both mediating effect of TQM and moderating
influence of OC on the relationship between EO, MO and organizational performance. To
present these hypotheses, the relationships between the constructs are further discussed
briefly after which their related hypotheses are presented:

2.12.1 Relationship between EO and Organizational Performance

EO as a concept has attracted the attention of scholars in the recent time. This is most
obvious as literature has established its impact on the organizational performance.
According to ZainoI and Daud (2011 ), EO is considered as the most one important elements
for profitability and growth of firms. This increased attention is further corroborated as
promoting innovation, proactiveness, and risk tolerance might assist firm to achieve
strategic and performance objectives (Knight, 1997). On this basis, several researchers
have given considerable importance to EO in improving the performance of SMEs (Sahoo
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& Yadav, 2017; Jogaratnam, 2017; Amin, 2015; Rodriguez-Gutierrez et al., 2015; Wiklund
& Shepherd 2005). However, SMEs have been challenged to increasingly embrace EO by
institutionalizing and incorporating entrepreneurship attitudes among their human
resources in order to explore and exploit the business opportunities that are available
(Ramachandran, Mukherji & Sud, 2006). Prominent scholars of entrepreneurship argued
decision making processes to explore the opportunities through that innovation,
proactiveness, and risk-taking (Frank et al., 20 IO; Lumpkin & Dess, 1996; Covin & Slevin,
1991 ). Existing researchers have found that organizations exhibit more EO will higher
performance (Kraus et al., 2012; Smart & Conant, 2011; Rauch et al., 2009; Wang, 2008;
Wiklund, 1999; Zahra & Covin, 1995).

Furthermore, many studies have supported the positive relationship linking EO and
performance (Gruber-Muecke & Hofer, 2015; Rodriguez-Gutierrez et al., 2015; Saeed et

al., 2014; Sciascia et al., 2014; Shehu & Mahmood, 2014c; Arief et al. , 2013; Boso et al.,
2013; Dada & Watson, 2013; Kraus et al., 2012; Wiklund & Shepherd, 2003; Covin &
Slevin, 1986). While some researchers have found support for a negative relationship
between EO and performance (Arunachalan et al., 2013; Andersen, 2010; Naldi et al.,
2007). However, the impact of EO on the performance of SMEs sector was not extensively
investigated in the literature specifically in the context of developing countries (Martens et

al., 2016; Wales et al., 2011; Aloulou & Fayole, 2005).

In this circumstance, it has, therefore, been established that EO strategy has become an
important strategy that is assisting organizations to improve their capabilities in coping
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with different challenges that are present in the contemporary dynamic, chaotic, and
hesitant business environment (Covin & Miles, 1999; Covin & Slevin, 1991; Lumpkin &
Dess, 1996; Zahra et al., 1999; Zahra & Covin, 1995). Therefore, researchers have argued
that EO should be considered as a unidimensional construct to determine firm's
performance (Covin & Wales, 2012; Covin & Slevin, 1989; Miller, 1983).

Based on the above arguments, the following hypothesis is formulated:

Hl: Entrepreneurial Orientation (EO) affects Organizational Perfonnance.

2.12.2 Relationship between MO and Organizational Performance

The interconnectivity between MO and organizational performance has been estabJished
in the literature. As previously argued, this study considers MO as recommended by Narver
and Slater (1990).

Given the summary of previous studies findings, it can be ascertained that MO positively
impacts the performance of organizations (Buli, 2017; Jogaratnam, 2017; Amin et al.,
2016; Gruber-Muecke & Hofer, 2015; Al-Ansaari et al., 2015; Boso et al., 2013; Long,
2013; Charles et al., 2012; Cheng & Krumwiede, 2012; Gaur et al., 2011; Muhammad,
2010; Baker & Sinkula, 2009; Li et al., 2008; Jaworski & KoWi, 1993; Narver & Slater,
1990). For this reason, that finns have strong MO should be able to maximize higher profit
margins than other firms with weaker MO especially in SMEs (Buil, 2017; Baker &
Sin.kula, 2009). Additionally, pointed out that firms of market-oriented, which seeking to
achieve and sustaining their competitive advantages, and positional advantage, should be
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encouraged execute innovation strategies and organizational learning to significantly
improve organizational performance (Jogaratnam, 2017; Lin et al., 2008). More
importantly, Zhang et al., (2015) investigate the influence of MO on large manufacturing
exporters and SMEs in China and found that the impact of MO on both companies are not
significantly different from others.

On the other front, some studies have found no or a negative effect of MO on performance
(Shehu & Mahmood, 2014b; Ozturan et al., 2014; Mokhtar et al., 2014; Ghani &
Mahmood, 2011; Suliyanto & Rahab, 2012; Demirbag et al., 2006a). FurtheIU1ore, Narver
and Slater ( 1990) recommended that MO is a unidimensional theoretical construct
involving three dimensions (competitor orientation, customer orientation and interfunctional coordination), hence, considered that every dimension is an equal detenninant
of performance of a firm.

Based on the above arguments, the following hypothesis is formulated:
H2: Market orientation (MO) affects Organizational Performance.

2.12.3 Relationship between EO, MO, TQM and Organizational Performance

A review of literature has shown that there is no consensus among researchers about the
dimensionality of TQM (Nair, 2006). For instance, while some scholars (Kaynak, 2003;
Das, Handfield, Calantone & Ghosh, 2000; Samson & Terziovski, 1999) regarded TQM as
multidimensional, others (Agus, 2005; Agus & Sagir, 2001; Douglas & Judge, 2001; Choi
& Eboch, 1998) referred to TQM as single-dimensional construct.
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Therefore, this study treats TQM as a uni-dimensional construct following the arguments
of Agus and Sagir (2001 ), and Douglas and Judge (200 l ). Consequently, TQM has been
established as an important variable that can bring about improved performance of
organization. Considering the purpose of TQM practices and implementation towards
enhancing operational and general performance, the results of past studies can be
summarised with regards to their effect in improving the general performance of the
organizations. For instance, a study by Baird et al., (2011) found a positive relationship
between inventory management, quality performance and TQM practices. Concerning
inventory performance, Baird et al., (2011) recommended that organizations should give
much consideration to process management and supplier quality. The level at which
reporting and quality data are employed is very essential considering its relationship with
the management of supplier quality. These therefore indicate that TQM implementation
influence the performance quality indirectly through their effect on the performance of
inventory management.

Apart from the effect of TQM practices on operational performance, many previous
researchers have equally found that TQM practices influence both financial and nonfinancial performance of the organizations that adopt the TQM. For instance, Singh and
Smith (2004) found that TQM enhances innovation; Irani, Beskese, and Love (2004)
asserted that TQM helps to drive a change ofOC; Chong and Rundus, (2004) argued that
TQM enhances market competitiveness; Kaynak (2003) asserted that TQM increases
market share while it enhances productivity; Rahman and Bullock (2005) emphasized that
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TQM boosts employees' morale and enhance overall organizational performance (Powel,
1995).

Further, other researchers have equally found the relationship between EO, MO and TQM
to be positive (Sahoo & Yadav, 2017; Al-Dhaafri et al., 2016; Fernandes et al., 2015; Wang
et al., 2012; Zelbst et al., 2010). In this regard, Baird et al., (2011) found that innovation,

teamwork, outcome orientation, and innovation among other factors positively and
significantly related with the TQM implementation. In particular, it was found that the
degree of data-reporting quality was related to the teamwork/respect and outcome
orientation for the cultural dimensions of people while the degree of quality management
supplier was related with the teamwork/respect and innovation and for people dimensions.
The focus on service/product design was related with respect for people cultural dimension
/teamwork.

While many studies empirically supported the significant impact ofEO, MO and TQM on
performance (Singh et al., 2018; Sahoo & Yadav, 2018; Buli, 2017; Jogaratnam, 2017;
Amin et al., 2016; Abubakar & Mahmood, 2016; Aliyu et al., 2015; Valmohammadi &
Roshanzamir, 2015; Wilson et al., 2014; Keelson, 2012), academics scholars and
practitioners have agreed that efficient and effective EO, MO, and TQM are important
strategies and practices that can help in establishing competitive advantage (Sahoo &
Yadav, 2017; Al-Dhaafri et al., 2016; Gruber-Muecke & Hofer, 20 15; Wang et al., 2012;
Wijetunge & Pushpakumari, 20 14; Lam et al., 2012).
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Some other researchers have however found a negative relationship between EO, MO and
performance (Shehu & Mahmood, 2014b; Arunachalan et al., 2013; Andersen, 2010;
Suliyanto & Rahab, 2012). In order to elucidate these inconsistencies, previous studies
have highlighted the need to investigate the effects of these influential variables between
the EO, MO and performance. In this view, Herath and Mahmood (2013) and Sheu and
Mahmood (2014) recommended that future studies must investigate the mediating effect
of TQM on the relationship between EO, MO and SMEs performance. Despite the
inconsistencies in the results of the existing researches, the following hypotheses are
hereby formulated:

H3: Total Quality Management (TQM) affects Organizational Performance.
H4: Entrepreneurial Orientation (EO) bas a significant effect on Total Quality

Management (TQM).
HS: Market Orientation (MO) has a significant effect on Total Quality Management

(TQM).
H6: Total Quality Management (TQM) significantly mediates the relationship between

Entrepreneurial Orientation (EO) and Organizational Performance.
H7: Total Quality Management (TQM) significantly mediates the relationship between

Market Orientation (MO) and Organizational Performance.

125

2.12.4 The Moderating Ro)e of OC in the Relationship between TQM and
Organizationa) Performance

Based on the RBV theory, OC has been regarded as a unique and inimitable resource which
helps organizations to achieve a competitive advantage (Barney, 1986, I 991; Hall, 1993;
Peteraf, 1993; Wemerfelt, 1984). In line with contingency theory assertion, it is therefore
essential for leaders of organizations to shape the culture of their organizations to fit
effectively with the strategies they intend to adopt (Prajogo & McDermott, 2011; Kuratko

& Welsch, 2004 ).

As stated earlier, the role of OC has been acknowledged in strategic management literature
as an important factor which assists to elucidate how organizations employ and implement
their strategies effectively (Prajogo & Sohal, 200 I). Additionally, the OC uniqueness, and
distinctiveness made it an important factor that makes competitive advantage to be
sustained (Wu et al., 2011; Zakua.n et al., 20 IO; Zheng, Yang & McLean, 2010
Mosadeghrad, 2006; Schein, 1990; Owens, 1987; Kilman et al., 1985; Ouchi & Wilkins,
1985) .

Essentially, it has equally been acknowledged that not all the initiatives that are related to
TQM were implemented successfully. In essence, the empirical fmdings concerning the
TQM-organizational performance relationship have been inconclusive (Singh et al., 2018;
Sahoo & Yadav, 2018; Munizu, 2013; Talib et al., 2013 ; Valmohammadi, 2011; Duarte et

al., 2011; Salaheklin, 2009; Bergquist & Ramsing, 1999; Yeung & Chan, 1998). In order to
elucidate these inconsistencies, suggestions have been made by previous scholars to
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incorporate other variables between the TQM and organizational performance. In this view,
Santos-Vijande and Alvarez-Gonzalez (2007), Zhang et al., (2012) and Jabeen et al.,
(2014) recommended that future researchers consider that the influence of TQM on
organizational performance should incorporate a moderator variable. In the same vein,
Aktas et al., (2011) also suggested that effect of other variables such as OC should be
examined as a moderator on organizational performance. This argument is consistent with
Ebrahimi and Sadeghi (2013) who recommended the need for a deeper examination to
discover the linkage between TQM, culture, and organizational performance.

Scholars have acknowledged the importance ofTQM. However, Brah and Lim (2006) have
argued that the reasons for TQM implementation failure is that culture of most
organizations do not fit with the implementation in order to improve the overall
performance of the organization. The literature in the field of TQM reports that the OC is
recognized as one of the most important requirements for the success or failure of TQM
implementation in enhancing performance (Gimenez-Espin et al., 2013; Green, 2012;
Cameron & Quinn, 2011; 2006). Importantly, for TQM to be implemented successfully, it
is essential for organizations to be incorporated into their culture for all employees to
embrace towards having holistic performance. This means that if there is no match or
harmonization between TQM and OC, a positive outcome is less likely (Roldan et al.,
2012). In essence, many challenges that cropped up from the complexity of the business
environment might not be possible to overcome except that the organizations should create
and develop a supportive OC to ensure a successful implementation ofTQM that will help
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to grow and improve their performance (Ali et al., 2017; Gambi et al., 2015). Based on the
above discussion, the following hypothesis is hereby formulated:

H8: Organizational Culture (OC) significantly moderates the relationship between Total
Quality Management (TQM) and Organizational Performance.

For the summary of previous studies as used in this study with regard to the constructs, see
Appendix A.

2.13 Summary of Chapter

This chapter reviews and discusses past studies on the performance of organizational taking
into consideration the effect of EO, MO as independent variables while TQM and OC are
considered as mediating and moderating variables, respectively. The chapter also discusses
the underpining theories: RBV, cotingency theory and IO. Thus, the next chapter discusses
the methodology of this study.
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CHAPTER THREE

RESEARCH METHODOLOGY

3.1 Introduction

The previous chapter reviewed related literature on the dimensions of EO, MO, TQM, OC
and organizational performance. This chapter discusses the conceptual model of this study,
research design, hypotheses fonnulation and a series of other data strategies that shall be
used in this study. It begins with the introduction, research philosophy, theoretical
framework, development of hypotheses and detailed discussion of research design,
population sampling technique, sampling size, operational definitions and measurement of
variables, data collection procedure, and data analysis technique.

Furthennore, the conceptual model of EO, MO, and their influence on the performance of
organization are hypothesized. Particularly, the chapter makes a clear relationship between
organizational performance (dependable variable) and EO (independent variable 1); MO
(independent variable 2); TQM (mediating variable l) and OC as moderating variable.

3.2 Research Philosophy

As initially stated, very few studies are available on the influence of EO and MO on the
performance of SMEs. This scarcity of literature also affects the mediating role of the TQM
on the relationship between the EO, MO and performance of SMEs. Hence, the main
objective of this study is to empirically examine the impact of EO and MO on the
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performance of SMEs as well as examine the mediating effect of the TQM on the
relationship between EO, MO and performance of SMEs. This study also intends to
examine the moderating effect of OC on the relationship between TQM and SMEs
performance. Based on the objectives of this study as highlighted initially, the
philosophical approach to this research is discussed in the next paragraph.

Easterby-Smith, Thorpe and Jackson (2008) argued that research philosophy helps scholars
to evaluate different techniques and avoid unsuitable use and unnecessary research by
recognizing the weakness of particular method at an early stage. According to Bryman and
Bell (2007) and Myers (2009; 2013) research philosophy can be classified into two main
folds of positivist and interpretive paradigm. Positivist paradigm otherwise known as
scientific paradigm was propounded by a French philosopher, Auguste Comte (17981857) (Mack, 2010; Moore, 2010; Koval, 2009), and it is the mostly used philosophy is
social sciences (Neuman, 2011 ). Positivists hold the belief that researchers can study social
reality independent of tbe scholar (Scotland, 2012). Further, the positivism is also based on
the premise that social life can be quantitatively represented using correlation and
experimentation for the purpose of determining the cause-and-effect relationships between
variables (Creswell, 2009).

Importantly, positivists use deductive inquiry (Tashakkori & Teddlie, 1998), which helps
in testing hypotheses that show causal relationships among variables as hypothesized
(Creswell, 2009; Bryman & Bell, 2007; Perlesz & Lindsay, 2003; Deshpande, 1983).
Additionally, the whole purpose of deductive research is to help researcher reach
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conclusions that can be generalized and which can equally permit the revision of theory
(Bryman & Bell, 2007; Deshpande, 1983). Neuman (2011), in this respect argues that
positivists promote value-free science since they seek out precise quantitative measures
which help in testing causal theories using statistics while they equally believe in the
replication of studies.

However, Edmund Husserl (1859-1938) propounded constructivist otherwise known as
interpretive paradigm (Mack, 2010; Willis, 2007). As opposed to positivism, the
philosophy of interpretive paradigm is premised on the assumption that the researcher can
study human social life qualitatively by using different techniques of case studies,
interviews, and direct observation among others (Neuman, 2011 ). Additionally,
interpretivists regard social reality to be socially constructed and subjective as both
researchers and participants often interact in order to comprehend an event from the
perspective of an individual (Creswell, 2009; Guba & Lincoln, 1994).

In view of the preceding discussions, it can be inferred that research philosophy relates to
the expansion of knowledge while the knowledge itself contains important assumptions
about the manner in which the researcher views the world. Therefore, the selection of the
research philosophy may depend on the nature of the questions being asked and the context
of this study. Consequently, the research philosophy of this study is positivism since the
research is quantitative in nature as the study intends to quantitatively measure the
influence of EO, MO on SMEs' performance, as well as to measure the mediating role of
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TQM and moderating role of OC on the relationship between EO, MO and SMEs
performance. The following subsection discusses theoretical framework.

3.3 Theoretical Framework

Different authors may have used different views or diverse approaches in attempting to
solve a particular problem in different cases. Generally, many researches were conducted
with various perspectives and objectives. Not much attempt has been made to examine the
relationships in one research framework as in this study, in relation to the topic of this
research. The variables mentioned before are believed to be important factors in decision
making and SMEs performance.

The current study proposes a framework of the relationships between EO, MO and SMEs
performance and the mediating role of TQM on the relationship between EO, MO and
SMEs performance as well as the moderating effect of OC on the relationship between
TQM and SMEs performance. The relationships are underpinned by three theories as
mentioned in chapter two namely; RBV theory, contingency theory and IO theory. The
RBV theory, which indicates that the performance of an organization is dependent on its
capabilities and internal resources. An organization performs better when it makes
effective use of its resources than do its competitors.

On the other hand, the main idea of contingency theory is that there is no one best way to
manage an organization to make decisions or to lead an organization (Donaldson, 200 l;
Drazin & Van de Ven, 1985). This means the organizations must work to achieve fit and
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alignment with their defined set of contingency variables in order to improve their
performance (McAdam et al., 2016). In line with the contingency theory, therefore, the
association between the two variables is dependent on the level of a third variable, which
suggests the introduction of a moderating variable into such a relationship (Baier, 2008;
Venkatraman, 1989). Hence, this serves as a supporting theory on the association between
TQM, OC and SMEs performance. The ability of an organization to be able to understand
and initiate strategies to go in line with a supportive OC will guarantee its ability to remain
and could give such organization an edge over and above other competitors.

Moreover, the IO theory general perspective is anchored on the fact that business
competition is stimulated by external market/industrial environmental factors (Zou &
Cavusgil, 1996). IO theory adaption is based on managerial choice about protecting
valuable position against the competitors, profitable industries and new entrants within an
industry (May, 20 I I; Porter, 1985). This is in line with the concept of Narver and Slater
(1990) argued that the MO concept can help organizations to understand customers and
gain an edge on competitors while performance is improved (Min & Mentzer, 2000). In
relation with that, this study also seeks to explore the effect of MO on the SMEs'
performance. Consequently, IO theory is relied upon in developing this aspect of the
research model.

Nevertheless, th.is research :framework has been built based on the recommendations of the
past research. Some studies have recommended the use of mediation between the
independent variables of EO, MO and organisational performance (Mamun et al., 2018;
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Lechner & Gudmundsson, 2014; Herath & Mahmood, 2013; Polat & Mutlu, 2012; Wales
et al., 2011). In line with this, Shehu and Mahmood (2014a) recommended investigating

the mediating role of the TQM on the relationship between strategic orientations (EO, MO)
and the business performance of SMEs.

ln this regard, Baron and Kenny ( 1986) suggested that independent variable directly relates

to mediator and mediator relates directly to dependent variable, then there is the possibility
of mediation between the independent variable and dependent variable. Which means a
direct and indirect relationship between the independent and dependent variables
respectively. Based on this justification, previous studies found relationship between EO
and TQM. Moreover, found relationship between MO and TQM. As well found
relationship between TQM and performance.

Moreover, Lumpkin and Dess (1996) established the fact that firm's practices, processes,
and activities of decision making reflect EO for exploring and exploiting new business
opportunities in the marketing environment. That's mean, there are several advantages and
added value can be achieved through the support of other strategic management practices
if EO is implemented in the firm in a right way (Al-Dhaafri et al., 2016). In addition,
activities, capabilities and entrepreneurial vision is not enough and sufficient alone to assist
the organization to accomplish success, only if management quality philosophy exist in
such a firm (Al-Dhaafri et al., 2016).
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On the other hand, the processes to enhance customer linking capabilities and market
sensing are essential fragments of developing a market oriented firm (Day, 1994). In this
regard, MO, through definition, needs information about the customers, competitors and
market, thus, the information value is utilized when it is shared between different units of
a fmn implementing TQM practices (Demirbag et al., 2006a). Based on this argument, the
study examines the mediating influence ofTQM on the association between EO, MO and
SMEs performance.

Furthermore, the existing findings of TQM studies and organizational performance showed
mixed results (Kober et al., 2012; Samson & Terziovski, 1999) while (Singh et al., 2018;
Sahoo & Yadav, 2018; Talib et al., 2013; Valmobammadi, 2011; Salaheldin, 2009) a
positive relationship and negative relationship was found by other studies (Duarte et al.,
2011; Yeung & Chan, 1998). In the same line, Baron and Kenny ( 1986) suggested that
moderators are often introduced when the relationship between the independent and
dependent variable is unexpectedly weak or inconsistent in order to explain the values of
the conditions that strengthen or weaken the relationship.

In this respect, to resolve the inconsistency of the results, Santos-Vijande and AlvarezGonzalez (2007), Zhang et al., (2012), and Jnabeen et al., (2014) suggested that variables
should be incorporated as a moderator in the relationship amid TQM and performance.
Therefore, the study also investigates the moderating influence of OC on the relationship
between TQM and SMEs performance.
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In relation to that, Valmohanunadi and Roshanzamir (2015) confinned that OC is a critical
factor that influences TQM and performance. According to Mosadeghrad (2006) the
successful application of TQM will depend a Jot on the OC, as a result, successful
implementation of TQM needs significant change in attitudes, values and the OC.
Therefore, the TQM application failed due to lack of attention to OC (Cameron & Quinn,
2006). Meanwhile, some past studies referred to the important role of OC in the successful
implementation ofTQM (Haffar et al., 2017; Gimenez-Espin et al., 2013; Haffar et al.,
2013; Roldan et al., 2012; Green, 2012). Figure (3 .1) illustrates the research framework.
The following subsection discuss about research design.
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3.4 Research Design

Research design is a blueprint of the procedures or steps which a researcher must follow in
the course of research as it enables the research questions to be answered (Saunders,
Saunders, Lewis & Thornhill, 2011 ). Research questions are very essential in selecting the
best methods for the study as such questions depend on the objectives of this study (Yin,
2013; Bryman & Bell, 2011).

Based on the premise above, the most suitable method that can be employed for achieving
the objective of this study is descriptive research using quantitative method. This
assumption is in tandem with the approach of Taneja, Taneja and Gupta (2011), and Leedy
and Ormrod (2005) as they recommended the use of quantitative research method against
qualitative research method which previous researchers often adopted. Furthermore,
quantitative method is very sacrosanct for the purpose of analyzing and proving theories,
for discovering significant variables and relating the variables to the hypothesis or
questions being posed, using standards of statistical procedures, reliability and validity
(Creswell, 2009).

Consequently, the output enables the researchers to know the potency of the theory adopted
in the context of study (Creswell, 1999). Based on the foregoing, Fowler (1988) asserted
that a research design helps in the provision of a numeric or quantitative explanation of
some part of the population through the data collection procedure which involves aslcing
people some questions. This position is also in line with the argument of Deshpande (1983 ),
as they maintain that quantitative method is most relevant method that can be applied when
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the researcher is developing a conceptual model that can be tested across a larger sample
of the population. In view of this, this study shall also use a similar method based on the
fact it is an approach that is suitable for achieving the objectives of this study.

As this study involves EO (proactiveness, innovativeness, and risk-taking), MO
( competitor orientation, customer orientation, and interfunctional coordination) as
independent variables, one mediating variable (TQM), one moderating variable (OC) and
one dependent variable (Organizational Performance), using a quantitative research design
helps in the development of its conceptual framework as the variables in the study are
neither enforced nor manipulated.

However, the specific focus in this study revolves round the relationship among the
variables and the capability or potency of the exogenous variables to predict and explain
the value of the dependent variable as conceptualized in the framework. Furthermore, this
study is also cross-sectional in nature. This method was chosen as it enables researcher to
collect large quantity of data from substantial population in a highly economical way.
Summary of the research design shown in Figure 3. 2. The following subsection discusses
about population and sample size.
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3.5 Population and Sample size
3.5.1 Population

The population is very essential in any study. According to Sekaran and Bougie (2010;
2016), population is the whole group of events, people, or things of interest in which the
researchers want to make inferences. This is also in line with Creswell's (2012) definition
where population was described as a group of persons whose features and common
attributes can be identified and studied.

Therefore, in the present study, the population is defined as all SMEs manufacturing
companies in Riyadh, Makkah and Eastern ofKSA. These districts are chosen because they
are considered as the largest major areas in the kingdom since the larger number of Saudi's
rapidly growing enterprises are located in these areas (Ahnoawi & Mahmood, 2011). These
three regions equally have the highest population during the last census exercise while the
overall manufacturing structure in the three areas are dominated by SMEs as the districts
are considered as the hubs of economic activities in the KSA (General Authority of
Statistics, 2017; Al-Aqeel, 2013; Zamberi, 2012). The population in this study consisted of
5820 manufacturing firms (Ministry of Commerce and Investment, 2016).

Meanwhile, the focus of most survey-based research is to ensure that the data that is
collected from the sampled population is a representative of the population that is being
studied (Cavana, Delahaye & Sekeran, 2001; Krejcie & Morgan, 1970). In this context,
many previous studies have used similar data collected from samples of various surveys to
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generalize their results with respect to the entire population taking into consideration the
limitation of random error (Bartlett, Kortrlik & Hi gins, 200 I; Cavana et al., 200 I).

On the other hand, Barkham, Gudgin and Hart ( 1996) referred that studies of the region
may suffer from regional bias, in particular, if there are differences within the regions.
Hence, since the sample for this study is selected from the SME population in the Riyadh,
Makkah and Eastern areas, the study may be affected by regional bias. However, prior
researches have obviously pointed out that regional studies are not affected by regional
bias; the relevance ofregion-specific factors in SMEs studies are stressed upon (Audretsch
& Keilbach, 2004; Fritsch, 2004; Hoogstra & van Dijk, 2004). The following subtopic

discusses on sampling Size.

3.5.2 Sampling Size

The sample size, according to Fink (1995), represents the number of units of a population
that is required to be surveyed in order to get specific and reliable findings. Therefore, a
researcher engages in sampling with the purpose of selecting an adequate quantity of the
selected population with the intent of making a generalization to the entire population
(Sekaran & Bougie, 2010; 2016). Other reasons for selecting a sample, however, may
include the impossibility of collection from the entire population, possibility of producing
reliable and better results; cost reduction; reduction in error that may be associated with
fatigue in the course of too large population and so on (Sekaran & Bougie, 2010; 2016).
Consequently, Krejcie and Morgan (1970)'s rule was used to draw the sample size of this
study. This was achieved as the sample of the population in Riyadh, Makkah and Eastern
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regions ofKSA. The sample size for a given population of 5820 is 361 . Having determined
the sample size using Krejcie and Morgan evidence has however shown that non-response
problem may arise in the course of collecting the data.

Apart from this, Alreck and Settle (1995) asserted that lower sample size as initially
calculated could bring about sampling error and encourage the researcher to go for higher
sample sizes as this will enable researcher to get precise result. Having anticipated this
challenge, the calculated sample size was doubled as this will also take care of the sample
error that may be associated with the sampling process (Hair, Wolfinbarger & Ortinall,
2008). Therefore, 722 the total number of questionnaires administered. This is also in line
with the position of Alreck and Settle, (1995) as they recommended that a sample size of
100 participants may suffice for small population and highest sample size of 1000
participants for a larger population. In addition, adapted questionnaires were distributed to
all sample of the population. Such as Amin et al., (2016) used a sample of 500 SMEs. Boso

et al., (2013) used 789 finns. Zamberi, (2012) used 200 small-scale business. Chung,
(2011) used 400 firms' industries. Therefore, this scenario is used in this research as a rule
for detennining its sample size.

3.5.3 Sampling Technique

There are two different techniques of sampling designs namely probability and nonprobability sampling which are associated with validity, reliability and suitability of sample
size (Henry, 1990). The probability sampling provides a better validity and reliability than
the non- probability sampling technique (Henry, 1990). This is due to the applicability of
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the probability sampling to take random choices and assumes that the population
components are ascertained with non-zero chances of choices. It can be employed when
the researchers want the sample to be representative of the population and for the purpose
of generalizations.

On the other hand, non-probability sampling is prejudiced and non-random sampling
technique. This means that each member of the population does not have a predetermined
or known chance of being selected as subjects. It can be utilized when time or other factors
are more essential than generalizability (Sekaran & Bougie 2010; 2016). Hence, there are
five bases for choosing probability sampling and which include; simple random sampling;
systematic sampling; multistage sampling; stratified sampling; and cluster sampling
(Sekaran & Bougie, 2010; 2016; Iacobucci &Churchill, 2010; Henry, 1990). Besides, there
are two types of non-probability sampling which are convenience sampling and purposive
sampling (Sekaran & Bougie, 2010; 2016; Cooper & Schindler, 2014).

For ease of generalizability, this study therefore employed probability sampling which
gives equal chance to each member of the targeted population to be selected for the sample
(Jackson, 2008). In particular, the type of probability sampling used in this study is cluster
sampling. The population was divided into two or more separate groups before sample was
selected based on one or a number of traits in cluster sampling case (Saunders et al., 2011 ).
The technique of cluster sampling bas advantages in terms of cost and simplicity (Saunders
et al., 2011). Therefore, this study employed the technique of cluster sampling to divide
the three areas into three clusters. Samples were selected randomly for each area (Cluster)
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based on the respective sample size (Sekaran & Bougie, 20 l O; 2016). This procedure is
consistent with previous research that divided the target population based on the company's
location (Fomoni, Arribas & Vila, 2012; Zhang & Zhang, 2012). In details, the following
Table 3.1 gives the sampling technique being applied.

Table 3.1
The Sampling Technique
Region
Riyadh
Makkah
Western
Total

Population

Classified Sample

2827
1369
1624
5820

350
170
202
722

The following subsection discuss about unit of analysis.

3.6 Unit of Analysis

In most social science research, who or what is being studied is always of interest to the
researchers. This is referred to as unit of analysis. Consequently, a unit of analysis can be
an organization or a group of organization, an individual or group of individuals (Kumar,
Talib & Ramayah, 2013; Hair, Black, Babin, Andersen & Tatham, 2010; Creswell 2012).

In line with the general convention of research, a unit of analysis must be consistent with
the problem statement, research questions and objectives of this study. Based on this, the
unit of analysis of this research is the organization level since the concern of this study is
to examine whether the performance of an organisation is affected through EO, MO, TQM
and OC. The owners/managers of SMEs based on manufacturing in KSA were the
respondents. According to Wiklund (1999), the strategic orientation of the CEO is probably
to reflect the firms' strategic orientation.
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The reason for choosing the individual owners or managers as the unit of analysis is that
they are in the best position to take key decisions and make use of SMEs tools in their
organizations. Evidence has equally shown that top managers and owners are also the most
informed persons concerning the overall operational activities of their organizations
(Arham & Muenjohn, 2012; Yang, 2008). In addition, since SMEs have access to very
limited technology and core products, it is always assumed that their managers or owners
often have a clear knowledge about business operations and this often enhances the
accuracy of their responses to research issues (lsobe, Makino & Montgomery, 2004).
Previous studies have equally used this type of unit of analysis (Buli, 2017; Amin et al.,
2016; Gorondutse & Hilman 2016; Suliyanto & Rahab, 2012; Junaidu, 2012; Idar &
Mahmood, 2011 ). The following subsection discusses about operationalization and
measurement of variables.

3.7 Operationalization and Measurement of Variables

Operational definition shows how the researcher defines and measures the constructs of
the study (Creswell, 2012). Operational definition or measurement of variables in other
words revealed in details how the researcher will measure the constructs that are present in
the research conceptual framework in a precise manner. Thus, the independent variables of
this study are EO and MO, while mediating, moderating are TQM, OC and dependent
variables and SMEs performance respectively. These constructs are operationalized based
on review of relevant literature while the chosen items have been tested by previous studies.
The EO measurement is further elaborated in details in the following sub-sext section.

145

3.7.1 Entrepreneurial Orientation (EO)

EO is regarded as strategic processes and practices encouraging entrepreneurial actions,
involves a willingness to innovate to rejuvenate market offerings, take risks to try out new
and uncertain products, services, markets, and be more proactive than competitors toward
new marketplace opportunities (Lumpkin & Dess, 1996; Covin & Selivn, 1989). As
previously stated, the items for EO in this study are adapted from the factors developed by
Miller (1983), which are proactiveness, risk taking and innovativeness. The study equally
uses a 7-point Likert scale starting from strongly agree to strongly disagree (Jambulingam,
Kathuria & Doucette, 2005). This type of scale range is often used in social sciences due
to its enriched psychometric properties in cross-cultural examination (Gorondutse &
Hilman, 2013; Schmidt, 2007). In this clime therefore, some scholars have argued that EO
is best treated from unidimensional perspective (Knight, 1997; Coven & Slevin, 1989).
Therefore, this study has treated EO as a unidimensional construct as supported by the
previous studies (Rauch et al., 2009; Walter et al., 2006; Wiklund & Shepherd 2003; Lee,

etal., 2001).

This study used a measurement of these factors as adapted from Covin and Slevin (1989).
The EO scale that consists of these three elements is the most widely used in strategic
management and entrepreneurship literature (Runyan, Dong & Swinney, 2012; Covin et

al., 2006; Atuahene-Gima & Ko 2001). Importantly, innovativeness, and proactiveness are
measured with six items while three items are used to measure risk talcing (see Table 3.2).
The sample items are adapted and made clear in order to suit the environment of the study.
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The items were measured using a seven-point Likert scale to achieve a better optimal
information processing and scale reliability.

Table 3.2
Entrepreneurial Orientation Measurement
Construct
Entrepreneurial
Orientation

I.
2.
3.
4.
5.
6.

7.
8.

9.

Item
Our company bas marketed many new lines of products or
services in the past 5 years.
In our company, we believe that changes in the
product/service lines have usually been quite dramatic.
In general, we favour a strong emphasis on research and
development, technological leadership and innovations.
In dealing with competitors, our company typically adopts a
very competitive, 'undo the-competitors' posture.
In dealing with competitors, our company typically initiates
actions which competitors then respond to.
Jo dealing with competitors, our company is very often the
first to introduce new products and administrative
techniques.
Our company has a strong tendency for high risk projects
(with chances of very high returns).
When confronted with decision making situations involving
uncertainty, our company adopts a bold strategy in order to
maximise the probability of exploiting opportunities.
When confronted with decision making situations in volving
uncertainty, our company adopts a cautious ·wait-and-see'
Strate

Source (s)
Covin and
Slevin (1989)

.

3.7.2 Market Orientation (MO)

MO measures the capacity of an organization in responding to the needs of its customers
in the market place (Chung, 2011 ). MO is defined as the organisational culture that focuses

on strategies and operations for the creation of the values of superior for purchasers and
thus superior performance of firms (Narver & Slater, 1990). As previously mentioned,
Narver and Slater (1990) operationalized MO has three dimensions; customer orientation,
competitor orientation, and interfunctional coordination. This study, however, considers
MO as a uni-dimensional construct, in line with the previous researchers argued that MO
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should best be considered as a single dimension (Greenley, 1995; Narver & Slater, 1990;
Kohli & Jaworski, 1990). Some past studies have used uni-dimensional MO (Wilson et al.,
2014; Shehu & Mahmood, 2014b; Agarwal et al., 2003; Appiah-Adu & Ranchhod, 1998).

MO has fifteen items out of which six items measure customer orientation, four items
measure competitor orientation, and five items measured interfunctional coordination; and
the items were adapted from the work of Smimova, Naude, Henneberg, Mouzas and
Kouchtch (2011). The items were initially developed by Narver and Slater (1990) (see
Table 3.3). In measuring MO, therefore, this study uses a seven-point Likert scale with
anchors ranging from 1

= strongly disagree to 7 = strongly agree. The items have been

examined in different content and context while their generalizability, internal and external
validity, and reliability have been established initially (Deshpande & Farley, 1998). The
foilowing subtopic discusses on TQM.

Table 3.3
Market Orientation Measurement
Construct
Market Orientation

1.
2.
3.
4.
5.
6.

Item
The accomplishment of our objectives is based on the
satisfaction of our customers.
Our business strategies are driven by our belief that
bow we can create greater value for customers.
We closely monitor and assess our level of
commitment in serving customer's needs.
Our company's strategy for competitive advantage is .
based on our understanding of customer needs.
We evaluate customer satisfaction continuously and
systematically.
Our company provides after sales service for
customers.
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Source (s)
Narver and
Slater (1990);
and Smirnova
et al., (201 ! )

Table 3.3 (continued)
Market Orientation Measurement
Construct
Item
7. Our sales people share information about competitor's
strategies.
8. We respond rapidly to competitive actions.
9. We regularly discuss information with our employees
concerning competitor' s strengths and weaknesses.
10. Customers are targeted when we have an opportunity
for competitive advantage.
11. In our company, business functions within are
integrated to serve the target market needs.
12. Information about customers is freely communicated
throughout our company.
13. We regularly visit and talk to our main customers.
14. We share programs and resources with other business
units in the company.
15. Our managers understand how employees can
contribute to creating customers value.

Source (s)

3.7.3 Total Quality Management (TQM)

TQM is defined as a holistic management philosophy aims to bring continuous
improvement in all functions of an organization to generate and provide products and
services according to the needs and demands of customer's better than their competitors
with the participation of all employees and thus enhance the organization performance
(Demirbag et al., 2006b). Previous studies have found positive effects of TQM on
performance of product innovation in service and manufacturing organizations (Lee, Ooi,
Tan & Chong, 2010). The study by Singh et al., (2018) provides further support for this
argument as the finding shows the positive relationship between TQM and organizational
performance in both manufacturing and service firms. TQM practices are inevitable for
organizational growth as it is highly needed in today's competitive market and global
environment (Rahman, 2004). Through the implementation of TQM practices, desired
positive outcome with respect to reduction in cost and increased in the level of profit can
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be achieved (Gaspersz, 2005). Therefore, for any organization to be competitive in the
market, it should make TQM its watch word (Riyadi & Munizu, 2013).

As discussed earlier in chapter two there has been inconsistency in the way TQM practices
are being measured. For this study however and in order to capture the critical factors of
TQM comprehensively, the researcher uses the critical TQM factors such as strategic
planning, leadership, customer focus, process management, human resource management,
and information and analysis (Valmohammadi & Roshanzamir, 2015; Akgiin, Ince,
lmamoglu, Keskin & Kocoglu 2014; Lam, et al., 2012; Lam et al., 2011; Ang, Lee, Tan &
Chong, 2010; Kuruppuarachchi & Perera, 2010; Prajogo & Hong, 2008; Terziovski, 2006;
Prajogo & Sohal, 2006; Prajogo & Sohal, 2006a; Lee et al., 2003; Prajogo & Sabal, 2003;
Samson & Terziovski, 1999). These factors are often used in well-known quality award
such as MBNQA.

Therefore, in view of this, this study adapted six dimensions from Wang et al., (2012),
Prajogo and Sohal (2006a), Samson and Terziovski (1999), and Anderson and Sohal
(1999). lmportantly, six scale items are included in their study: Customer focus (six items),
leadership (six items), human resource management (six items) strategic planning (six
items), process management (five items) and infonnation and analysis (seven items) (see
Table 3.4). Previous scholars have equally used similar scales (Valmohammadi &
Roshanzamir, 2015; Akgiin et al., 2014; Lam et al., 2012; Lam et al., 2011; Sit, Ooi, Loke
& Han, 2010; Kuruppuarachchi & Perera, 2010). Therefore, the scale was based on the
previous studies as indicated above and to suit the purpose of this study. However, this
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research presents TQM as a single latent construct composing of six variables and this is
in line with other previous studies (Prajogo & Sohal, 2003; Douglas & Judge, 2001; Choi
& Eboch, 1998). Like other constructs, this construct also used the seven-point Likert scale.

The following subtopic discusses on Organizational Culture (OC).

Table 3.4
Total Quality Management Measurement
Construct
Total Quality
Management

Item
I.

lo our company, quality is a part of the way we do things.

2.

In our company, we promote quality improvement efforts.

3.

In our company, activities are encouraged to change and
implement a culture of improvement, learning, and
innovation towards 'excellence'.
In our company, employees have the opportunity to share
in and are encouraged to help the organization implement
changes.
In our company, there is a high degree of unity of purpose
we have eliminated barriers between individuals and/or
departments.
Jn our company, we encourage employees to take strategic
perspective.
Io our company, we actively and regularly seek customer
inputs to identify their needs and expectations.
Customer needs and expectations are effectively
disseminated and understood throughout the workforce.
Jn our company, we involve customers in our product
design processes through feedback in order to build more
of a culture that is based on customer satisfaction and
identify opportunities for innovation.
In our company, we always maintain a close relationship
with our customers and provide them an easy channel for
communicating with us.
In our company, we have an effective process for
resolving customers' complaints.
Io our company, we systematically and regularly measure
customers' satisfaction in order to work on meeting
customers' requirements and exceeding their expectations
in the future.
In our company, we have a mission statement which has
been effectively communicated to all the employees and
gained their support.
In our company, we have comprehensive planning process
which sets and reviews short and long-term goals.
Our plans focus on the achievement of the best practice, to
achieve the main strategic goals.

Source (s)

Samson and

Terziovski

4.

5.

6.
7.

8.
9.

10.

11.

12.

13.

14.
15.
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(1999);
Anderson and
Sohal (1999);
Prajogo and
Sohal (2006)
and Wang et
al., (2012).

Table 3.4 (continued)
Total Quality Management Measurement
Construct

Item
16. When we develop our plans, policies, and objectives, we
always incorporate customer requirements, supplier
capabilities and the needs of all stakeholders, including the
community.
17. In our company, we have a written statement of strategy
covering all the operations which is clearly articulated and
approved by our manager.
18. Our site's manufacturing operations are effectively aligned
with the central business mission.
19. Our company has wide training and development process,
including career path planning, for all our employees.
20. Our company has maintained both 'top-down' and
' bottom-up' communication processes.
21. In our company, employee satisfaction is formally and
regularly measured.
22. In our company, employee flexibility, multi-skilling and
training are actively used to support performance
improvement.
23. Jn our company, we always maintain a work environment
that contributes to the health, safety and well-being of all
employees.
24. In our company, all employees believe that quality is their
responsibility.
25. In our company, we have a program to reduce the time
between receiving an order and its satisfaction.
26. In our company, performance data is colJected and
analysed in regular basis.
27. lo our company, information allows us to control and
improve core processes and services.
28. Our company has an effective performance measurement
system to track overall organizational performance.
29. In our company, everyone has easy access to the needed
information.
30. Our management regularly have a meeting to review
company's performance and use it as a basis for decision
making.
31. In our company, information systems are always evaluated
and improved.
32. In our company, there is a strong attitude to prevent
defective products /services from occurring.
33. In our company, we ensure quality in the process for
developing new products/services.
34. In our company, we have clear, standardized and
documented operating procedures which are well
understood by our employees.
35. In our company, we strive to establish long-term
relationships with suppliers.
36. Our suppliers have an effective system for measuring the
quality of the materials they send to us.
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Source (s)

3.7.4 Organizational Culture (OC)

OC can be defined as the group's beliefs, values, and assumptions which describe the
organization and its members (Cameron & Quinn, 2006). As noted by some scholars,
culture determines excellence or otherwise of an organization (Gambi et al., 2015; Schein,
1984). Though various ways of measuring OC have been advanced, ·this study adopts 24
items which capture four forms of OC (market, adhocracy, clan, and hierarchy) that
Cameron and Quinn (2006) popularized, which was also cited in Valmohammadi and
Roshanzamir (2015). Many scholars have adopted Cameron and Quinn's instrument of OC
(Valmohammadi & Roshanzamir, 2015; Dadgar, Marzooghi, Torkzadeh, Mohammadi &
Barahouei, 2013; Wiewiora, Trigunarsyah, Murphy & Coffey, 2013; Gardner, Reithel,
Cogliser, Walumbwa & Foley, 2012; Twati & Gammack, 2006). As well as in the KSA
context such as construction (Jaeger & Adair, 2013); public hospitals (Alharbi, 2012);
SMEs (Abousaber & Papazafeiropoulou, 2011). It should be noted that this study treats all
the 24 items as one-dimensional construct (Cameron & Quinn, 2006) and this is also in line
with the treatment of recent empirical studies (Gorondutse & Hilman, 2016; 2014; Shehu
& Mahmood, 2014c; Al-Swidi & Mahmood, 2012; Ngo & Lai, 2008).

In addition to the above, the internal reliability scale (i.e. Cronbach 's alpha) for all the
items is above .70 (Valmohammadi & Roshanzamir, 2015; Gardner et al., 2012). Apart
from this, the measure has been proven to be the most used among the contemporary
scholars of OC (Cameron & Quinn, 2006; Valmohammadi & Roshanzamir, 2015) (see
Table 3 .5). In line with other constructs, a seven-point Likert shall equally be used to
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measure the construct. The following subtopic discusses on Organizational Perfonnances
(OP).

Table 3.5
Organizational Culture Measurement
Construct
Organizational Culture

Item
1. The company is a very personal place. It is like an
extended family. People seem to share a lot of
themselves.
2. The leadership in the company is generally
considered to exemplify mentoring, facilitating,
or nurturing.
3. The management style is in the company
characterized by teamwork, consensus, and
participation.
4. The glue that holds the company together is
loyalty and mutual trust. Commitment to this
organization runs high.
5. The company emphasizes on human
development, high trust, openness, and
participation persist.
6. The company defines success on the basis of the
development of human resources, teamwork,
employee commitment, and concern for people.
7. The company is a very dynamic and
entrepreneurial place. People are willing to take
risks.
8. The leadership of the company is generally
considered to exemplify entrepreneurship,
innovation, or risk taking.
9. The management style in the company is
characterized by individual risk taking,
innovation, freedom, and uniqueness.
10. The glue that holds our company together is
commitment to innovation and development.
There is an emphasis on being on the cutting
edge.
11 . The company emphasizes acquiring new
resources and creating new challenges. Trying
new things and prospecting for opportunities are
valued.
12. The company defines success is on the basis of
having the most unique or newest products. It is a
product leader and innovator.
13. The company is very results-oriented. A major
concern is with getting the job done. People are
very competitive and achievement-oriented.
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Source (s)
Cameron and
Quinn 2006; and
Valmohammadi
and Roshanzamir

(20 15)

Table 3.5 (continued)
Organizational Culture Measurement
Construct

Item
14. The leadership of the company is generally
considered to exemplify a no-nonsense,
aggressive, results-oriented focus.
15. The management style in the company is
characterized by hard-driving competitiveness,
high demands, and achievement.
16. The glue that holds together is the emphasis on
achievement and goal accomplishment.
17. The company emphasizes competitive actions
and achievement. Hitting stretch targets and
winning in the marketplace are dominant.
18. The company defines success on the basis of
winning in the marketplace and outpacing the
competition. Competitive market leadership is
key.
19. The company is a very controlled and structured
place. Formal procedures generally govern what
people do.
20. The leadership of company is generally
considered to exemplify coordinating, and
organizing, or smooth-running efficiency.
21. The management style in the company is
characterized by security of employment,
conformity, predictability, and stability in
relationships.
22. The glue that holds our company together is
formal rules and policies. Maintaining a smoothrunning organization is important.
23. Our company emphasizes permanence and
stability. Efficiency, control, and smooth
operations are important.
24. Our company defines success on the basis of
efficiency. Dependable delivery, smooth
scheduling, and low-cost production are critical.

Source (s)

3.7.5 Organizational Performance (OP)

Different perspectives have been used to describe the performance of organization. For this
study however, organization performance is seen from financial and operational outcomes
(Cameron, 1986). In general, organizational performance is said to be effective when the
objectives of the organization are said to be achieved through its set of activities or
operations (Slack, Chambers & Johnston, 2001).
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As noted by extant scholars, performance measurement is in two stages (Ghalayini &
Noble, 1996). The first stage which revolves round financial measures such as productivity,
profit, and return on investment and were identified between 1880s and 1980s. The second
stage started in the 80s and it involves both financial and non-financial measures. As argued
by many authors however, both financial and non-financial measures should be included
in performance measurement (Hilman & Gorondutse, 2013; Hilman & Mohammed, 201 l;
Kaplan & Norton, 1996).

In this clime therefore, financial performance measures include liquidity, :financial risk and
profitability while non-financial performance measure includes brand devotion, image and
reputation, excellent human resource management, improved technology and robust
customer base (Kaplan & Norton, 1992; 2000). Therefore, this study adapted both financial
and non-fmancial performance measures as used by previous scholars. In particular, this
study adapts seven items of past scholars (Hilman & Mohamed, 2011; Kaplan & Norton,
1996; Venkantrannan & Ramanujan, 1986) as all the items are equally measured based on
seven-point Likert scale (see Table 3.6).

Table 3.6
Organizational Performance Measurement
Construct
Organi zational Performance

3.

Item
Return on sales.
Return on investment.
Market share.

4.

Sales growth rate.

I.

2.
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Source (s)
Hilman and Mohamed
(201 1); Kaplan and Norton
(1996); Venkantraonan and
Ramanujan ( 1986)

Table 3 .6 (continued)
Organizational Performance Measurement
Construct

Item
5.

6.

7.

Source (s)

Innovation and Learning Perspective:
In our company, ability to innovate,
improve and learn increase new
markets, revenues and margins in its
bid to promote customers.
Customer Perspective: Our company
always considers the customer's
concern on time, quality,
performance and services and costs in
order to pursue success.
Internal Business Perspective:
Our company always considers the
business processes that have the
greatest impact on customer
satisfaction such as factors that affect
cycle time, quality, employee skills
and productivity.

The following subsection (Table 3.7) is the summary of measurement and their sources in
relation to the constructs used in this study.

Table 3.7
Summary ofMeasurement and Their Sources
Variables

Dimensions

Number of Items

Entrepreneurial
Orientation (EO)

9

Market Orientation
(MO)

Total Quality
Management (TQM)

Organizational
Culture (OC)

Organizational
Performance (OP)

Source: Author
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Sources of Items
Covin and Slevin
(1989).

15

Narver and Slater
(1990); and
Smimova et al., (2011 ).

36

Samson and Terziovski
( 1999); Anderson and
Sohal (1999); Prajogo
and Sohal (2006) and
Wang et al., (2012).

24

Cameron and Quinn
2006; and
Valmohammadi and
Roshanzamir (2015).

7

Hilman and Mohamed
(2011 ); Kaplan and
Norton (1996);
Venkantrannan and
Ramanuj an ( I 986)

3.8 Questionnaire Design

The design of the questionnaire is very critical in any quantitative research as its
importance cannot be overemphasized in the achievement of the main objectives of the
study (Sekaran & Bougie, 2010; 2016). Importantly, the first function of a questionnaire is
that it helps in capturing the responses of the required respondents. Secondly, when a
questionnaire is well designed and arranged logically, measurement error is reduced or
avoided (Clark, 1989, Sekaran & Bougie, 2010; 2016).

Importantly, the content of the questionnaire must be validated through an extensive
literature review and should be aligned and consistent with the research objectives and
questions. Apart from this, experts' opinion must be sought in order to ensure the rigorous
and clarity of the questionnaire that is going to be produced and administered eventually
(Hair, Black, Babin, Andersen & Tatham, 2006). In the present study, the questionnaire
was revised by the researcher's supervisors and three academicians to ensure the content
validity and wording. Depending on the developers' guidelines to utilized the scales, a
minor modification was made in order to suit the sector as well as the location of this study.
Therefore, subsequent to obtaining the observations and opinions, the researcher developed
a revised/enhanced instrwnent version, which was finally administered for the pilot test
(more detail in section 3 .10).

All the measurement items of the questionnaire were in English language as identified from
the literature. However, since the targeted respondents of this study were the managersowners of the manufacturing SMEs in the KSA, the questionnaire items were translated
158

into the Arabic language. The major reason behind the questionnaire translation was to
make the instrument available in the language required for the study field (Chidlow,
Plakoyiannaki & Welch, 2014). Meanwhile, the translation of questionnaires into Arabic
from the original version of English in the present examination was formulated through the
forward and back method, which several scholars had previously proposed (Peters &
Passchier, 2006; Brislin, 1970). Following this, the questionnaire was first translated from
English into Arabic by one translator, and then back to English by a second translator in
order to confirm both reliability and validity of the wording.

The final stage was to compare the original and back-translated English forms of the
questionnaire with the purpose of guarantying that the items still relay the same message
as this involves refining the questionnaire wherever possible (Craig & Douglas, 2005) (see
Appendix Band C for the original version of the English and Arabic questionnaire). This
procedure was employed with respect to existing researches such as Akgiin et al., (2014),
Engelen, Kube, Schmidt and Flatten (2014), Wilson et al., (2014), Zamberi (2012), and
Chung (2011).

To summarize, the questionnaire to be used in this study has six sections. The first part
contains respondents' demographic information. The second and third parts contain
measures ofEO and MO constructs respectively. Part four and five consider the perception
of respondents about the TQM and OC while Part six investigates performance of SMEs.
The following subtopic discuss on measurement scale.
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3.8.1 Measurement Scale

This study was used likert scales to measure the respondents' perception in respect of the
questionnaires to be administered. Importantly, previous studies have asserted that
reliability and adaptability of measures are better and effectively established by likert scale
(Babbie, 1990; Churchill & Peter, 1984; Nunnaly, 1978). Therefore, a seven-point likert
scale shall be used to measure all the variables of this research. Though some scholars do
argue in favour of four, five, and six point Likert scale, Cavana et al., (2001), Chw-chill
and Peter ( 1984), and Hair et al., (2010) however maintained that seven point likert scales
are superior in obtaining responses as the respondents will not face unnecessary mental
rigor while answering the questions.

In addition, previous scholars have equally argued that seven point-scale gives abundant
opportunity to the respondents to select from various options while responding to the
survey (Krosnick & Fabrigar, 1997). Importantly, contemporary researchers mostly used
seven point likert scales (Gorondutse & Hilman, 2016; Hilman & Kaliappen, 2014; Boso

et al., 2013; Laohavichien, Fredendall & Stephen, 2011; Santos-Vijande & AlvarezGonzalez, 2007; Fuentes, Montes & Fernandez, 2006; Narver & Slater, 1990; Covin &
Slevin, 1989). The following subsection discusses about the data collection procedure.

3.9 Reliability and Validity
3.9.1 Reliability
Reliability denotes the estimation of the consistency level among multiple measurements
of a construct (Hair et al., 2010). In this case, Cronbach's alpha is a useful statistic for
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investigating the internal consistency and to forecast the scale reliability for each factor
and deletion of individual components (Cronbach, 1951). According to Hair et al., (2010),
Sekaran and Bougie (2010), and Nunnally and Berstein (1994), an alpha coefficient value
of 0.70 is considered good, while a value of more than 0.60 is acceptable. In the same
context, the reliability is equally the degree that a measure is devoid of error (Peter, 1979).
According to Venkatraman and Grant (1986) reliability measures are used widely in the
literature and for all scales employ to evaluate the reliability of strategy measures.

In sum, the value of alpha increases with the increase in correlation among the items and
the number of items; thus, a high Cronbach's alpha indicates that the items connect well
with the true scores while a low Cronbach's alpha shows that the items perform poorly on
the construct of interest (Nunnally & Bernstein, 1994). Hence, the Cronbach's alpha
coefficient was used in this study to measure the internal consistency of the instrument.

3.9.2 Validity
The measurement validity refers to the extent to which an item measures what it intends to
measure (Bordens & Abbot, 2014). The validity of the results in a survey helps in knowing
whether the instrument might be a good one to employ in survey research or not (Creswell,
2009). In this case, there are three types of validity tests namely criterion, content, and
construct which are generally employed to evaluate measurement validity (Hair et al.,
1998).
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According to Malhotra (2004), criterion validity is classified into two types: concurrent
and predictive. The formal type denotes the extent to which a scale of measurement
associates with other well-validated measures of similar topic (Oppenheim, 1992). It is
established when the obtained results are consistent with the obtained results of other wellvalidated measures which are employed for measuring the same subject (Oppenheim,
1992). The latter type refers to the capability of the instrument of measurement to
distinguish among individuals with reference to a future criterion (Sekaran, 2003). Hence,
based on the time period, it involves the comparison of two research outcomes: the
predicted and the actual outcome. Concurrent validity concerns the relationship between
the predictor variables and criterion variables when both are evaluated at the same time.

Meanwhile, content validity, as defined by Pallant (2007), is the adequacy with which a
scale or measure samples the things it is supposed to measure. More specifically, there is
agreement between judges which indicates that the instrument of measurements of the
study include items which have captured all the variables being measured. Sekaran and
Bougie (20 IO), argued to the research instruments must have content validity. In this
context, three steps to measure content validity was suggested by Sekaran (2003) including:
(I) the judgement of researchers who construct the instrument, or other experts who are
familiar with the topic of research; (2) definition of the behavioral domain, or universe of
interest; and (3) high internal consistency reliability. Since all the items included in this
study were carefully chosen from previous empirical studies (Valmohammadi &
Roshanzamir, 2015; Wang et al., 2012; Hilman & Mohamed, 2011 ; Smirnova et al., 2011;
Wang, 2008; Prajogo & Sohal, 2006; Cameron & Quinn, 2006; Samson & Terziovski,
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1999; Anderson & Sohal, 1999; Kaplan & Norton, 1996; Narver & Slater, 1990; Covin &
Slevin, 1989; Venkantrannan & Ramanujan, 1986), it can be argued that the content of the
individual constructs is valid.

On the other hand, validity of construct focuses on the items' ability to measure the concept
they are supposed to measure (Sekaran & Bougie, 2010; 2016). This means it is the level
to which an instrument of measurement represents as well as links the observed
phenomenon to the construct. Based on the literature, two distinctive methods are used to
construct validity which are convergent and discriminant (Sekaran & Bougie, 201 O; 2016).
The convergent validity indicates to the range that there is a high relationship between an
item and other measures of the same construct, whereas discriminant validity refers to
established when there is a lack of association between different constructs.

In sum, validity of construct can be examined by using factor analysis (Hair et al., 2010;
Sekaran & Bougie, 2010; 2016) which provides precise means of conceptualizing
unobservable constructs (construct validity) and is able to group factors or items that are
highly correlated (convergent validity) as well as separate factors that differ from each
other (discriminant validity) (Rashid, 2007).

In light of the above, it is necessary to test the research questions before they are sent to
the actual respondents to collect data. In line with this, Churchill (1995) confirmed that
researchers should pre-test the questionnaire before beginning to collect data.
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3.10 Pilot Study
In order to ensure the questionnaire's intelligibility and avoid any lapses, the questionnaire
should undergo a pilot test by using data gathered from the same a sub-set of the
patticipants to verify the validity and reliability of the instrument (Bryman & Bell, 2011;
Zikmund, Babin, Carr & Griffin 2010). To improve the reliability of the instruments,
participants were asked to comment critically on the cla1ity of the scales. This means aims
of the pilot study were to estimate the reaction of the potential respondents to the length,
format, and content of the instruments, to ask them to comment critically on the clarity of
the scales, and to improve the reliability of the instrument. The importance of pilot studies
lies in their refining of the survey questions, reducing the study flaws (Zikmund et al.,
2010), and enhancing the questionnaires (Neuman, 2011).

Generally, a suitable size for a pilot test is around 30 cases (Sekaran & Bougie, 2010) while
Cooper and Schindler (2014) stated that it may range from 25 to 100 subjects. Based on
this, 30 questionnaires were distributed to the owners of manufacturing SMEs in the KSA.
The owners of 30 manufacturing SMEs were asked to respond to the questionnaires, to
give comments on the questions being asked, and state whether or not the questions were
easily understandable in order to ultimately decrease the possibility of misunderstanding.
As widely recommended in the literature, modifications were made following the feedback
received from the owners of manufacturing SMEs; a few questions were rephrased to
exclude confusions and increase the data quality.
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In particular, the respondents commented that the measurement scales for organizational
perfonnance were confusing; the seven-point Likert scale (1 = Strongly Disagree, 7 =
Strongly Agree) measured the respondents' opinion about change in their organizational
performance. Following the respondents' comments, the researcher changed the Likertscale responses to (1 =Decrease significantly, 7 = Increase significantly).

Hence, this study carried out a pilot test to ascertain the reliability of the measures used
based on the collected data for the five main constructs (Sekaran & Bougie, 2013) and
because most of the original scales adapted in this study were developed in Australia,
United State of America and Europe (Oliver & Anderson, 1994), the pilot study was
therefore useful to determine the measurements applicability in KSA which is a developing
country. In order to achieve that, the study employed Cronbach's alpha.

3.10.1 Statistical Analysis of Pilot Study
A measure is considered reliable if it provides consistent results. Thus, the reliability is
considered as a certification of the consistency and stability of the instrument (Sekaran &
Bougie, 2016; Cooper & Schindler, 2014). Reliability results were performed for all the
variables using SPSS version 24. Table (3.8) summary statistics of reliability analysis of
pilot study.

In order to measure reliability, the most common method used is Cronbach's Alpha method
which is applied to examine the internal consistency of items of all constructs. Alpha
coefficient that ranges from O to 1 and Cronbach value close to I assure higher reliability
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coefficient while it reduces the impact of measurement error on the test scores (Streiner &
Norman, 2003). Generally, the acceptable alpha coefficient is more than 0.90, good if it is
around 0.8, acceptable if it is around 0.7, and questionable ifit is around 0.6, low but it is
still considered acceptable and unacceptable if it is less than 0.60 (ZikmWld et al., 20 l 0).

Based on the results of a p ilot test in Table 3.8 show that the Cronbach's alpha for the
variables under investigation are all above 0.70. Hence, the results underpin the internal
consistency of the scale and consequently and there was no need to remove any items.
Therefore, the final draft was used to collect data from the actual respondents. Additionally,
a reliability analysis was performed in the current study based on larger samples size (more
details in chapter 4). The following section describes the data collection procedure.

Table 3.8
Summary Statistics a/Reliability Analysis ofPilot Study
Construct

No. of original
items
9

Cronbach's Alpha

Market Orientation
(MO)

15

0.916

TQM

36

0.897

Organizational
Culture (OC)

24

0.885

Organizational
Performance (OP)

7

0.837

Entrepreneurial
Orientation (EO)

0.843

3.11 Data Collection Procedure

There are different methods of collecting data, for example, a self-administered
questionnaire, telephone interview, postal, internet (email) or fax. However, each method
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has its own pros and cons (Zikmund, 1997; Aaker, Kumar & Day, 1995). That being said,
the selection of an appropriate method of questionnaires administration, several factors
such as time constraints, cost, potential response rate etc should be taken into the account
(Frazer & Lawley, 2000). Hence, each approach could be greater to or better than the
others.

In this regard, this research study collected data through self-administered questionnaires,
distributed among SMEs owner-managers in Riyadh, Eastern and Makkah, KSA. A selfadministered survey is more effective and influences the level of satisfactory responses of
the data generated from respondents (Dilman, 1978). In addition, to enhance and smoothen
the respondent's understanding to the questions, the researcher has clarified the terms and
parts of the questions accurately (Sekaran & Bouge, 201 0; Sekaran, 2003). Furthermore,
to ensure fast completion of the questioners, the researcher selected hand delivery and
compilation method which provides a better response rate. Moreover, the researcher relied
on a research assistant who equally distributed the questionnaires personally to some of the
SMEs.

Finally, a total number of 722 questionnaires were distributed to SMEs owner/ managers;
the 30 SMEs used in the pilot test were excluded. The total number of collected and usable
questionnaires was 371. Any firm that employs over 200 employees was excluded from
this analysis. As well as this study did not use the revenue annually for the identification
of SM Es because of owners/managers rejected to disclose the real data due to confidential.
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Therefore, the firms that participated in this survey were firms with 200 employees and
below. The following subsection discusses about techniques of data analysis.

3.12 Techniques of Data Analysis

For the research objectives of this study to be achieved, this study used PLS 3 and SPSS
24 as statistical tools for the purpose of facilitating data analyses. These techniques were
chosen based on the characteristics of the variables of this research questions (Kamariah,
2007; Byrne, 2001). Even though there are other software programs that can be used to
process data analysis such as SAS, STATPAK or Excel, SPSS and Smart PLS were chosen
because of their simplicity and robustness (Hair, Sarstedt, Hopkins & Kuppelwieser, 2014;
Sekaran, 2003).

In relation with that, PLS-SEM application for perspective inferential analysis has
expanded successfully in different areas of research, in particular, information system,
strategic management, marketing, social psychology, management science among others
(Hair, Ringle & Sarstedt, 2013; Hair, Sarstedt, Ringle & Mena, 2012; Henseler, Ringle &
Sinkovics, 2009; Pavlou & Fygenson, 2006). Recently, PLS-SEM has various
improvements with the inclusion of the following: model quality evaluation (Hair, Ringle,
& Sarstedt, 2011 ); utilization of CFA for the certification of the measurement model (Hair

et al., 2011 ); guidelines to analyze the moderating impacts (Henseler & Fassott, 201 0);
analyzing mediating effects (Chin, Marcolin & Newsted, 2003); the model' s predictive
relevance (Hair et al., 2011; 2013); and model's goodness of fit (Tenenhaus, Vinzi,
Chatelin & Lauro, 2005). As a result, PLS-SEM"s offers a wide useful research tools in
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the field of management and social sciences (Hair et al., 2011 ). Moreover, several authors
confirmed the capacity of PLS-SEM in analyzing complex model, while handling unnormal data effectively and in testing mediating as well moderating effects (Hair et al.,
2012; Uinzi, Chin, Henseler & Wang, 2010; Reinartz, Haenlein & Henseler, 2009; Chin et

al., 2003). Recently, PLS path modelling became a key research technique (Hair et al.,
20 14).

This study utilized PLS-SEM for the following reasons:

•

PLS is a suitable statistical technique which deals with complex models (Hair et

al., 2012; Valerie, 2012; Uinzi et al., 2010; Reinartz et al., 2009). PLS provides an
efficient estimation method of the relationship between constructs (structural
model) and linkages between indicators and their corresponding latent constructs
(model of measurement) concurrently (Duarte & Raposo, 2010; Chin et al., 2003;
Lohmoller, 1989; Gerlach, Kowalski & Wold, 1979). As a result, the 91
measurement items had to be aggregated into the 6 groupings shown in the model.

In an effort to test the whole model including 6 different relationships, and utilize
91 measurement items without aggregation (without small models), another
analytical method was sought. Partial least squares (PLS) is a method of
constructing a predictive model when there are many factors or measurement items
involved.

•

This research offers theoretical contribution by examining the effect of interaction
between EO, MO and TQM on SMEs performance. Moreover, it investigates the
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impact of both EO, MO in TQM and the mediating impact ofTQM on the linkage
between both EO and MO from one side and SMEs performance from the other
one. Furthermore, investigating the moderating impact of OC on the linkage
between TQM and SMEs' performance. This implies that the current study is
explorative in nature by applying RBV theory, contingency theory and OJ theory.
Hence, to test mediating and moderating influences, PLS path models are
considered one of the best statistical methods (Hair et al., 2012; Uinzi et al., 2010;
Vinzi, Trinchera & Amato, 2010; Iacobucci, Saldanha & Deng, 2007; Preacher &
Hayes, 2004; Mattanah, Hancock & Brand, 2004; Chin, 1998).

•

PLS-SEM path modelling is primarily utilized, when the prediction of the researchoriented or theory of extension (Hair et al., 2014). On other band, PLS-SEM also
offers researchers some high level of flexibility especially for theory-data
interaction (Chin, 2010). Hair et al., (2011) equally argued that the researchers
should employ PLS-SEM in cross-validated redundancy to estimate both the
measurement and structural models. Therefore, in case of cross-validated
redundancy measure values for a particular endogenous latent variable which is
higher than zero, then its explanatory latent constructs reveal predictive relevance.

In addition to these reasons, there are many recent researches in the field of management
that used PLS-SEM for data analyses and testing models (Aljanabi, 2017; Takata, 2016;
Amin et al., 2016; Al-Dhaafri et al., 2016; Roldan et al., 2012).
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To interpret and evaluate the PLS path model, this research employed the two-step method,
namely evaluation of measurement model and evaluation of the Structural Model (Hair et
al., 2014; Valerie, 2012; Henseler et al., 2009).

In the first step, the measurement model evaluation was tested according to their unidimensionality, internal consistency of the constructs, validity of convergent, and validity
of discriminant.

•

Construct Validity: Refers to how well the acquired results from the use of the
measure fit the theories around which the test is designed (Sekaran & Bougie, 2010;
2016). Indicator loadings should be higher than 0.50. This is also called
"confirmation factor analysis" (CFA).

•

Convergent validity: Refers to the correlation degree of the measure with other
measures of the same latent construct (Hair et al., 2014). The average variance
extracted (AVE) should be higher than 0.50 (Hair et al., 2014; Valerie, 2012).

•

Discriminant validity Refers to the rate to which a specific construct differs from
other constructs according to the standards of empirical research (Hair et al., 2014).
The A VE of each latent construct should be higher than the construct's highest
squared correlation with any other latent construct (FomelJ-Larcker criterion) (Hair
et al., 2014). Hence, each indicator's loadings should load higher than all its cross
loadings with other constructs based on Chin criterion (Hair et al., 2014).

•

Internal Consistency Reliability: Refers to a measure employed to evaluate the
uniformity of results across items within the test and determine whether the items
measure a concept that supposed to measure (Hair et al., 2014). Use of Cronbach's
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alpha as the lower bound of the internal consistency reliability and composite
reliability should be higher than 0.70 (Valerie, 2012; Hair et al., 2011; Tenenhaus,

et al., 2005).

In the second step, the structural model in this research was assessed by R-Square (R2),
effect Size (f2), the model of predictive relevance, the model goodness of fit (GoF) and
Hypothesis Testing are as follows:

•

R-Square (R1): Refers to a measure that reflects the amount of variance in the
dependent variable that is described by one or more predictor variables (Hair et al.,
2010). The values of R2 0.75, 0.50, or 0.25 for endogenous latent variables in the
structural model can be explained as substantial, moderate, or weak, respectively
(Hair et al., 2014).

•

Effect Size (fl): Refers to the relative impact of particular exogenous latent
variable on the latent variable (s) of endogenous (Hair et al., 2014). The values of
effect size (fl) of0.02, 0.15 and 0.35, respectively, are used as guidelines for small,
medium and large effect sizes of the predictive variables (Chin, 1998).

•

Predictive Relevance of the Mode) (Q2 ): It is an indicator of the model's
capability to predict by using a blindfolding procedure (Hair et al., 2014). The
model is assumed to have predictive power if the Q 2 is positive, and contrary if it
is negative (Tenenhaus, 1999).

•

Goodness of Fit (GOF) of the Model: The Structural Equation of PLS Modeling
has only one measure of goodness of fit as the global fit measure (GOF), this
measure is the geometric mean of the average variance extracted and the average
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R 2 for the endogenous variables (Tenenhaus et al., 2005). In the same context,
goodness of fit can be described as smalJ (0.10), medium (0.25), and large (0.36)
(Wetzels, Odekerken-Schroder & Oppen, 2009).

•

Path coefficients (Hypothesis Testing): The relationship path between the latent
variables in the structural model should be assessed through significance,
magnitude, and sign (the latter by bootstrapping) (Hair et al., 2014). The critical tvalues for a two-tailed test are 1.65 (significance level

= 10 percent), 1.96

(significance level= 5 percent), and 2.58 (significance level= 1 percent) (Hair et

al., 2011 ; Henseler et al., 2009). The lower number of bootstrap samples should be
5000, and the number of observations in the original sample should be equal to the
number o f cases (Hair et al., 2014).

•

Mediating effects: The mediation indicates a case which intervenes mediator
variables on the linkage between an independent variable and dependent variable
(Hayes, 2013). Hence, the bootstrapp:ing technique with 5000 samples and 95%
confidence :intervals (CI) were employed :in estimating the indirect impact of the
study following the Preacher and Hayes (2008) approach (Hair et al., 2014; Hayes,
2013; Hayes, Preacher & Myers 2011; Zhao, Lynch & Chen, 2010). Meanwhile,
the criteria by Zhao et al., (2010) were utilized to investigate the mediation type;
full, partial (complimentary) or no mediation .

3.13 Chapter Summary

This chapter discusses the conceptual model of the research, research design, hypotheses
formulation., and a series of other data strategies that shall be employed in this research.
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Importantly, it discussed the research philosophy, theoretical framework, development of
hypotheses, research design, population and sampling size, and operational definitions of
the study. Furthermore, the chapter also considers how the variables of the research shall
be measured, data collection procedure and data analysis technique. Thus, next chapter
discusses about the data analysis and findings ofthis study.
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CHAPTER FOUR
DATA ANALYSIS AND FINDINGS

4.1 Introduction

This chapter highlights the data analysis results collected from the survey in the KSA.
Inferential and descriptive statistical results were achieved through SPSS and PLS-SEM.
The analysis begins by analysing the responses of the survey and data screening. Next,
result of evaluation of the model quality by PLS is offered by specifically reporting key
findings on the measurement model and the structural model which include construct,
convergent and discriminant validity, reliability analysis, predictive relevance of the
model, effect size, and goodness of fit (GoF). Finally, findings of the hypotheses for direct
relationships, the mediating of TQM, and the moderating effect of OC strength are
presented.

4.2 Survey Response Analysis
4.2.1 Response Rates

Seven hundred and twenty-two (722) questionnaires were distributed to the manufacturing
SMEs companies in the KSA. The data were collected through the use of survey
questionnaire over the six-month period from May 201 7 to October 2017. As part of the
strategy to increase the response rate, a cover letter ensuring anonymity and confidentiality
of the respondents were issued as the letter equally illustrates the goal of this study. Other
strategies were used, the researcher followed up mainly through the personal visitation of
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respondents, whereas other research assistants were equally used to retrieve the
questionnaire distributed from some category of respondents. As a result, these efforts
resulted in a total of 393 questionnaires that were finally returned.

Three questionnaires were later excluded because there were inconsistencies that made the
researcher believe the questionnaires were not completed by the owners or managers;
instead, they were completed by the director of the office of the owner or part-timers who
clearly addressed their positions as requested by the given instructions in the questionnaire.
According to Hair et al., (2010), five questionnaires were discarded from the analysis
because more than 50% of them were incomplete. Furthermore, fourteen questionnaires
were discarded from the analysis because the number of employees were more than 200.

Based on that, 37 1 usable questionnaires were employed for further analysis, resulting in a
general response rate of 51.3%. Following the suggestion by Sekaran and Bougie (2010),
a response rate of 30% is adequate for surveys so that further analysis can be conducted.
Aside from that, this response rate is considered based on the suggestion that a sample size
should be within the range of 5 or IO times bigger than the variables of the study (Hair et

al., 2010; Bartlett et al., 2001). Since the number of variables in this study is 5; a sample
of 50 would have been deemed fit for analysis. Besides that, Smart PLS 3.0 software is
used for analysis this study which requires a minimum of 30 responses (Chin, 1998).
Therefore, it can be concluded that a total number of 371 responses is more than adequate
for the analysis. Most importantly, the 51. 3% response rate in the current study is consistent
with existing researches related to SMEs in the KSA, which ranged from 30 to 70%

176

(Ahrnad, Bohar & Siam, 2017; Rawashdeh & Al-namlah, 2017; Almoawi & Mahmood,
2011; Asad & Henderson, 2011; Migdadi, 2009). Table 4.1 summarizes the survey
response rate.

Table 4.1
Number ofRespondents and Response Rate
Response
No. of questionnaires distributed
No. of questionnaires returned
No. of questionnaires exclude, because the number of employees more than 200.
No. of questionnaires not filled by the target person
No. of incomplete questionnaires
No. of usable questionnaires
Response rate

Frequency/Rate
722

393
14

3
5
371
51.3%

4.2.2 Test of Non-Respondent Bias

In order to evaluate the non-response bias, they were tested using t-test to compare the
similarities between the mean, standard deviation, and standard error mean, by comparing
the responses of the early and late respondents. Indeed, the data of this study was collected
over the course of six months from May 2017 to October 2017. As has been mentioned
previously, the questionnaires were delivered to the respondents with the return envelope,
many respondents responded only after many reminders and visits. According to Malhotra,
Hall, Shaw and Oppenheim (2006), at times non-respondents and respondents are
systematically different in motivations, attitudes, personalities and behaviours, which
affect the findings of the research. This procedure is in line with Kannan, Tan, Handfield
and Ghosh (1999), and Annstrong and Overton (1977), explained that if the answers '
differences early and late respondents were significant, this may indicate considerable
difference between them.
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In this study, for the purpose of further minimization, the non-response bias was tested
utilizing an independent sample t-test to compare the similarities among standard
deviation, standard error and mean of early and late response. Levene's test was conducted
detect the difference between the early and late respondents on the variables of the study,
such as EO, MO, TQM, OC and organizational performance. On other side, this study
classified the sample into two main groups; early respondents, who responded within two
months after distributing the survey, and late respondents, who responded after four months
from distribution the survey. Hence, 137 respondents were grouped into early responses
and 234 as late responses. Descriptive as well as Levene's test was conducted for variance
equality on the major of research variables.

The results in Table 4.2 show that no significance values were higher than 0.05, implying
that the variances were assumed to be approximately equal. That means, there are no
substantial dissimilarities between the two groups (early and late respondents) regarding
all the variables under investigation (p < 0.05). Therefore, it can be concluded that the issue
of non-response bias is not present and the samples obtained are able to represent the total
population of the study (Pallant, 2010; Armstrong & Overton, 1977). For more detailed
verifications of non-respondent bias see Appendix D.
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Table 4.2
Test o[Non-Respondent Bias
Variables

N

Mean

Leveoe's test
for equality
of variances
F

T

T-test for
Equality of
Means
Sig.*
Sig.*(2tailed
.900
.196
.213

Entrepreneurial
Orientation

Early
Late

137
234

5.805
5.710

.016

1.296

Market
Orientation

Early
Late

137
234

5.794
5.777

.469

.226

.494

.821
.826

TQM

Early
Late

137
234

5.765
5.750

1.149

.222

.284

.825
.828

Organizational
Culture

Early
Late

137
234

5.657
5.711

.232

-.898

.630

.370
.389

Organizational
Performance
*p < 0.05

Early
Late

137
234

5.8 11
5.756

.368

.694

. 544

.488
.504

4.2.3 Descriptive Analysis
Descriptive analysis is used to describe the respondent's characteristics, examine the
statistical values of all the study variables (dependent, independent, mediating and
moderating) whether violations of assumptions are made by the individual tests, and
address specific research questions (Pallant, 2010). Hence, a descriptive analysis was
conducted for the collected data to provide a description of the EO, MO, TQM, OC and
organizational performance in the KSA context. In Table 4.3, the constructs' mean,
standard deviation, minimum and maximum of the constructs are reported. These results
revealed the implementation level of each factor of EO, MO, TQM and OC. In addition, it
reflected the perceived performance level of SMEs based on a manufacturing context.
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Table 4.3 shows that the minimwn value of all the constructs was 1.00 and the maximum
value was 7 .00 which were the minimum and maximum levels in the Likert scale used in
this study. The same data showed that EO had the maximum mean value of 5.74 with the
second highest standard deviation 0.69. On the other hand, MO minimum mean value of
5.78 with the third highest standard deviation 0.64. Regarding TQM, the results in Table
4.3 indicated that the mean values as 5.75 with standard deviation as 0.63. Table 4.3 also
reported the results of OC construct which indicated a lower mean value as 5.69 and lower
standard deviation results as 0.56. In addition, the organizational performance construct,
the results in Table 4.3 showed the second highest mean values as 5.77; however standard
deviation showed higher results as 0.74.

In general, these results indicated that the awareness of the managers of manufacturing

SMEs on the importance towards practicing EO and MO. Moreover, the data in Table 4.3
revealed that TQM was reported to have the mean as 5.75 with standard deviation as 0.63
which reflects the importance of the TQM when implementing EO and MO. Regarding the
OC construct, the results in Table 4.3 showed that the KSA SMEs manufacturing managers
had a common agreement that OC was perceived lowest with a mean value of 5.69, and
the lowest standard deviation results as 0.56. In other words, these results of mean values
with the same standard deviation reflected that the role of OC in advancing the TQM
strategy has not been fully appreciated by the KSA SMEs. As expected, the findings in
Table 4.3 showed that manufacturing performance of SMEs in KSA has been assessed
above average and high, as is usually obtained from the self-assessment experience of
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measunng. As always with self-assessment, respondents tend to increase their
performance.

Table 4.3
Descriptive Statistics of the Constructs (n=371)
Construct

Entrepreneurial
Orientation
Market
Orientation
TQM
Organizational
Culture
Organizational
Performance

Mean Std.
5,74

Std.
Deviation
0.69

5.78

0.64

7

5.75
5.69

0.63
0.56

7
7

5.77

0.74

7

Minimum

Maximum
7

4.2.4 Prof'tle of Respondents

The descriptive analysis was employed to describe the Owners/Managers profile (that is,
Gender, Age, Education, Owner/Manager's Tenure, Job Status), and Firm's Profile
(Nwnber of Employees, Years of operations operation, Business location, type of Industry.
as illustrated in Table 4.4.

Table 4.4 shows that 84.1 % of the respondents are male compared to only 15.9% female
respondents. With regard to the respondents' age, most of the respondents were aged 3544 years (46.4%), while 30.2% of respondents were 25-34 years, 14.3 % of respondents
were between the ages of 45-54 years, 8.1 % and 1.1 % ofrespondents were under the age
of 25, and 55-64 years. Similarly, the descriptive result reveals that the majority of owners
- manager's in the KSA SMEs manufacturing were bachelor degree holders with 52 %
while 95 respondents representing 25.6% have a high School certificate. However, among
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the remaining, only 14.5% acquired higher degrees (master and doctorate). In addition, 29
respondents representing 7.8% have below high school certificate. These findings can be
attributed to Saudi Arabia's attention to providing free local education and supporting
scholarships. With regards to the years of work in the organization, the result shows that a
sum of 30.7% of the respondents have experience of 11-15 years, which indicates that the
respondents are knowledgeable and are experienced regarding the situation and the
processes of their organizations. Furthermore, 22.4% of the respondents have between one
to five years; 21.8% between six to ten years; 13.7% have more than 15 years and 10.2%
have less than five years. In terms of the job status of the respondents, more than 87.3%
were owners in the SMEs manufacturing, while only 12.7% were managers. This means
that most of the respondents for the questionnaire were owners and managers who have an
actual perception of the problem, and they are in the best position to make key decisions
and make use ofSMEs' tools in their organizations as well as are the most informed persons
about the overall operational activities of their organizations (Chung-Wen, 2008).

In respect of the firm 's profile, in order to identify the size of the organizations, the
respondents were asked to indicate the overall number of employees in their organizations;
the descriptive analysis revealed that, 72 % of SMEs manufacturing operating in the KSA
have employee size that is less than 25 and 26 to 50. Next, the employee size of 51 to 200
is 28%. With regards to the years of operation, the majority of the enterprises have been
operating for 16-20 years and this represents 36.1%; the second biggest group is enterprises
operating more than 21 years 25.9%. This followed by 5-10 years 14.3% and 11-15 years
13.5% of operation.10.2 % had been operating for under 5 years. These results show that
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the sample in the present study constitutes enterprises that possess the considerable
experience, suggesting that they could be considered as mature SMEs.

Similarly, for the business location of the participants, the survey revealed that Riyadh has
the highest total with 39.1 % of the total participants, followed by Makkah with 32.9% and
by Eastern with 28%. With respect to the types of industry, the descriptive analysis shows
that 30.5% of the companies were food and beverage, 26.1 % were plastic products, this
was followed by the metal products 12.1 %; packaging with 8.1 %; textile, garments and
leather with 6.7%; electrical and electronics with 5.4%; chemical and petrochemical with
4.9%; wood and furniture with 4%; machines and the equipment with 2.2%.

Table 4.4
The Responding SMEs Profile (n ~37l}
Variables
Gender

Age

Education

Owner/Manager's
Tenure (Experience)

Job Status

Number of Employees

N

Category
Male
Female
Under 25
25-34
35-44
45-54
55-64
Below High School
High School
Bachelor's Degree
Master's Degree
Doctorate

312
59
30
112
172
53
4
29
95
193
49
5

Under I year
1-5 years
6-10 years
11- 15 years
More than 15 years
Owner
Mana er
Below 25 Employees
25-50
51-75
76-100
101 -125
126-150
151-175
176-200

42
83
81
114
51
324
47
228
39
17
21
18
15
25
8
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%
84.1
15.9
8.1
30.2
46.4
14.3
1.1

7.8
25.6
52
13.2
1.3
11.3
22.4
21.8
30.7
13.7
87.3
12.7
61.5
10.5
4.6
5.7
4.9
4.0
6.7
2.2

Table 4.4 (continued)
The Responding SMEs Profile (n =3 71)
Variables

Years of Operation

Location

Type of industry

Category
Under 5 years
5 -10 years
11 -15 years
16 -20 years
21 years and above
Riyadh
Eastern
Makkah
Food and beverage
Packaging
Plastic products
Wood and furniture
Metal products
Textile, garments and leather
Chemical and petrochemical
Electrical and electronics
Machinery and equipment

N
38
53
50
134

96
145
104
122
11 3
30

97
15
45
25
18
20
8

%
10.2
14.3
13.5
36.1
25.9
39.1
28
32.9
30.5
8.1
26. 1
4 .0
12.1
6.7
4.9
5.4
2.2

4.3 Data Screening and Preliminary Analysis

According to Byrne (2016), the distribution of data has a direct effect on whatever tests
and data analysis techniques choice are selected. As a result of that, before applying
necessa1y data analysis techniques, data screening was necessary. This study, however,
used PLS to evaluate the quality of model (measurement and structural model) as well as
test the hypotheses of the study, which has no concern about data distribution. However,
in order to know the normal distribution of the data used, a screening was performed. In

this procedure, missing data treatment and detection, outliers, normality, linear linkage and
test of multicollinearity, were run.

4.3.1 Missing Data Treatment
In researches that employ a quantitative approach, missing data is considered an issue of

main concern to several scholars because of the negative effect on the results of the
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empirical research (Cavana et al., 2001) as it is very rare to achieve complete data from
every questionnaire (Pallant, 2001 ). Furthermore, handling missing data is very critical due
to the PLS-SEM technique, if there is any missing value, the data will not run. In this study,
43 returned questionnaires (11.6%) bad small numbers of missing values. Altogether, there
were 90 missing values, ranging from one to five in each set of the missed questionnaire.

To treat the missing values, it has been suggested by several authors to replace the values
with the mean of nearby values. According to Hair et al., (2014) and Tabachnick and Fidell,
(2007), this method is one of the easiest ways when the total missing data percentage is 5%
or less. Hence, the missing values were replaced with mean substitution.

4.3.2 Removing Outliers
Outliers are measures or observations that are suspicious which appear to be inconsistent
with the remainder of the data (values well above or well below the majority of other cases)
(Byrne, 2016; Pallant, 2010; Cousineau & Chartier, 2010). The outliers' presence in data
set could extremely distort the estimate of regression coefficient and lead to unreliable
results (Verardi & Croux, 2008), and also lead to inability to generalize the results
(Tabachnick & Fidell, 2007).

There are many different ways in detecting outliers which include robust scale and location
estimators, modification of the Akaike's information criterion, and order statistics such as
the quartile or median (Vendhan & Suresh, 2011; Ueda, 2009; Liu, Shah & Jiang, 2004).

In addition, classifying data points based on an observed (Mahalanobis) distance from the
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research expected values (Hair et al., 2006; Hau & Marsh, 2004). This study used
Mahalanobis distance in detecting outliers, as it possesses the capability of detecting
outliers based on the settings of some predetermined threshold that will help researchers to
define whether a point could be categorized as an outlier or not (Hair et al., 2006). On the
other hand, it gives less influence to variables that have highly interrelated variables
(Bruggen, Sparmb, Lilienc & Skiera, 2010).

In this regard, the table of chi-square statistics was employed as the guidance to determine
the empirical optimal values. Based on four independent variables in the study, the cut-off
point of chi-square was set at a value of 18.467, the threshold value at 1% significance
level. To deal with this, in the SPSS excel, a new variable called "response" was established
to denote all variables from start to the end (Hair et al., 2010). By rurming a simple linear
regression, Mahalanobis can be achieved by selecting the :independent variables to be the
measurement items apart from the demographic variables and selecting the dependent
variable as of the newly created response number, hence, a new output was named MA_ I
upon which a comparison was made between the chi-square as specified in the table and
the newly Mahalanobis output.

Based on the MA_ l outcome, 7 cases were identified as outliers because their MA_ I was
greater than the threshold value (18.467) (i.e., 30.241, 18.661, 60.979, 24.603, 66.453,
24.813 and 26.5784), and were subsequently deleted from the dataset. Thereby, 364
samples were used for the final analysis in this research . For more details, see Appendix E.
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4.3.3 Assumption of Normality
Past studies such as (Reinartz et al., 2009; Wetzels et al., 2009) have presumed that PLSSEM offers accurate estimations model in cases with extremely non-normal. Nevertheless,
this assumption might tum out to be contrary. Hair et al., (2012) recommended that
scholars should conduct a normality test on the data as highly skewed or kurtosis' data can
inflate the bootstrapped standard error estimate which in turn underestimates the statistical
significance of path coefficients (Ringle, Sarstedt, & Straub, 2012; Chernick, 2008).

In this regard, normality is the most fundamental assumption test in multivariate analysis
and in most statistical tests (Hair et al., 2010), as data may produce invalid result if this
assumption is substantially violated. Normality is used to show the symmetrical
distribution of data, forming the greatest frequency around the mean that shapes the bell
curve (Pallant, 2005). Meanwhile, Pallant (2005), and Kline (2015) suggested using
skewness and kurtosis values to show the normality of.data distribution of scores for the
dependent and independent constructs.

Skewness, according to George and Mallery (2006), is an indicator that shows to what
extent a distribution of data deviates from the centre around the mean. In social science
researches, because of the nature of the constructs, the skewness, via many measures and
scales, are negatively or positively skewed (Pallant, 2005). According to Hair et al., (2010),
the values of skewness must be ranged between + 1 and -1 for the data to be described as
normal data. However, Kline (2011) suggests that a skewness value is located between +3
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and -3 is acceptable. In this study, the skewness values were investigated and all the
variables were found to be within the -3 to +3 limit as illustrated in Table 4.5.

Kurtosis is an index to test peaked or flat relative to data distribution. A positive value for
kurtosis refers to a data distribution that is more peaked than normal while negative values
refer to a flatter distribution (George & Mallery, 2006). In this context, several researchers
suggested that kmtosis be a higher level of+IO to -10 (Kline, 2011 ), and in the range of+7
to -7 has also been recommended (Kline, 2011 ), while other authors such as Coakes and
Steed (2003) recommended to be in the range of +3 to -3. In this study as illustrated in
Table 4.5, all kurtosis values were in the range within +7 to -7 as recommended.

Table 4.5
Results ofSkewness and Kurtosis for Normality Test
Variables

Kurtosis

Skewness
Value

Std. error

Value

Std. error

Entrepreneurial
Orientation
Market
Orientation
TQM

-1.189

.128

3.531

.255

-1.554

.128

5.733

.255

-1.524

.128

3.487

.255

Organizational
Culture
Organizational
Perfo.-mance

-1.295

.128

4.358

.255

-1.406

.128

4.319

.255

In sum, the findings of normality test showed that the data set did not violate the normality
assumption, indicating that the data representing the variables of the study were normally
distributed. For more details, see Appendix F.
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4.3.4 Linearity Test

Linearity testing is crucial to ensure the linear association between the independent
variables and dependent variable in order to predict the right direction of hypotheses
(Pallant, 2005). Therefore, the positive value shows the existence of a positive relationship
between the independent and the predicted dependent variable. Based on a
recommendation by Hair et al., (2006), the plot of partial regression was employed for
every variable when there exists more than one independent variable to ensure the best
representations in the equation. To achieve this, the regression standardized residual
normal P-P plot was imposed on the dependent variable by the independent variables.

Based on the result of linearity testing, the histograms and scatter plot diagrams are
displayed graphically in Appendix G, showing the linear pattern of the residuals. By
looking at the plots, it is obvious that there is no curvilinear or U-shaped linking; hence,
the linearity assumption is met in the research.

4.3.5 MulticoJHnearity Test

It is highly recommended to test multicollinearity among the independent variables of the

study before testing the study model (Hair et al., 20 I0). Multicollinearity means that the
independent variables are highly and significantly correlated with each other in the
correlation matrix. If there is a higher linear correlation among two or more independent
variables in a multiple regression test that means the multicollinearity occurs (Hair et al,
2014). Furthermore, the multicollinearity existence among the latent variables of
exogenous produces estimation problem findings in a poor or "strange" estimate of the
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educed power of the statistical test of the interaction, regression coefficient, and large
standard error (Hayes, 2013).

In this case, for detecting the multicollinearity, the current research used the tolerance value
and the variance influence factor (VIF) method as they have been recognized to be widely
used by researchers (Peng & Lai, 2012; O'brien, 2007; Chatterjee & Yilmaz, 1992). Hair

et al., (2014) suggested that threshold values for both the tolerance value and VIF are 0.20
and 5.00 respectively, and whenever the value of tolerance is above 0.20 and the value of
VIF is less than 5.00, this indicates that multicollinearity is not an issue. The results in
Table 4 .6 suggest that there was no multicollinearity as the values of tolerance ranged
between 0.542 and 0.611 and the values of variance influence factor ranged between 1.636
and 2.040. Therefore, it can be confidently conc luded that there is no multicollinearity
among the independent variables.

Table 4.6
Multicollinearity Test
Model
Entrepreneurial Orientation
Market Orientation
TQM
Entrepreneurial Orientation
Market Orientation
TQM

Organizational Perfonnance

TQM
Organizational Culture

Collinearity Statistics
Tolerance
VIF
1.844
.542
.490
2.040
.507
1.974
1.636
.611
1.636
.611
.527
1.897

4.4 Quality Model Evaluation

The evaluation of the model quality was done using the software package Smart PLS-SEM
version 3.0 (Ringle, Wende & Becker, 2014). This software is widely used via several
authors in different subjects, for example, strategic management, marketing, organizational
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behaviour, management information system and customer behaviour (Henseler et al.,
2009). A PLS model analysis is conventionally presented using a two-step approach
(Valerie, 2012; Hair et al., 2011). First, the measurement model (outer model) is tested to
ascertain its reliability and validity. Measurement properties of multi-item constructs,
including convergent validity, discriminant validity and reliability. Secondly, structural
model evaluation to evaluated by R square, effect size, the predictive relevance of the
model, goodness of fit (GoF) and interpret the results of the PLS path model (Hair et al.,
2014; Hair et al., 2012; Urbach & Ahlemann, 2010; Henseler et al., 2009). The two-step
approach is depicted clearly in Figure 4.1.

lndapandor# v•rteOlo

Figure 4. 1
Measurement Model and Structural Model Source: Valerie (2012)

The following subtopic discusses the measurement model test for this study.

4.4.1 Measurement Model

The two main criteria were employed in the analysis of PLS to evaluate the measurement
model validity and reliability. According to Sekaran and Bougie (2010; 2016), Hair et al.,
(20 l 0) Reliability is "a test of how consistently a measuring instrument measures whatever
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concept it is measuring, whereas validity is a test of how well an instrwnent that is
developed measures the particular concept it is intended to measure". In a more detailed
way, it is an assessment of reflective measurement items and this study followed the
guidelines recommended by Hair et al., (2014), Hair et al., (2011), Gotz, Liehr-Gobbers
and Krafft (2010), and Henseler et al., (2009) which stated that construct validity,
convergent and discriminant validity are to be evaluated followed by the analysis of
reliability before testing the hypotheses of the model. Moreover, Appendix H shows the
otiginal research model, including measurement items, variables and the hypothesized
relationships.

4.4.1.1 Construct Validity
Construct validity refers to the degree of how closely the results obtained from using the
scale is approptiate for the theories on which the test is designed (Sekaran & Bougie, 2010;
2016). The issue to be addressed is that the instrument should tap the concept as theorized
or has a strong connection with the concepts as theotized (Ramayah, Lee & Chyaw, 2011).
Both convergent and discriminant validity are construct validity subsection as they work
interdependently since one alone is not enough to establish construct validity (Dyba, 2005;
Chin, 1998). According to Hair et al., (2011), Hair et al., (2014) and Valerie (2012), a
construct of the measure was established by examining the outer loadings. In this context,
the researcher can simply conclude that a measurement scale is valid when items/indicators
load highly (i.e., > 0.5) on their related constructs (Byrne, 2016; Hair et al., 2014; 2013;
Hulland, 1999). Meanwhile, no item loads must be high on another construct than the one
it intends to measure (Barclay, Higgins & Thompson, 1995).
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In view of the above, the items' loadings were evaluated and it was revealed that some
items have low factor loadings and, therefore, were excluded from the analysis, namely
MO (MO13,MO14,MO15), andOC(OC1,OC2, OC3, OC4, OC5, OC6, OC7, OC8, OC9,
OC18). Other than that, all other items' loadings were higher than 0.60. This procedure is
consistent with recent studies that removed items that did not load properly for achieving
a good measurement model (Aljanabi, 2017; Abubakar & Mahmood, 2016; Theodosiou et

al., 2012). Appendix I and Appendix J shows the result.

4.4.1.2 Convergent Validity

Convergent validity is the degree to which a group of variables converge in measuring a
particular concept (Hair et al., 2010). According to Peter (1981), convergent validity is
essential for the relationship between responses taken through various methods of
measuring a particular construct in light of classical test theory. As suggested by Hair et

al., (2010), convergent validity can be assessed through the three criteria; factor loadings,
CR and AVE. The loadings of all items should be over the suggested highly (i.e., > 0.5)
(Byrne, 2016; Hair et al., 2014; 2013; Hulland, 1999).

Composite reliability also reflects values of the level to which the items set indicate the
latent construct in a consistent manner and they should be greater than 0.70, as suggested
via previous scholars (Valerie, 2012; Hair et al., 2011). For this study, all the composite
reliability values are listed in Appendix K. From the appendix, the values of composite
reliability fall between the ranges 0.916 to 0.973, indicating good convergent validity.
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Furthermore, A VE measures the variance captured by indicators with respect to the
variance assignable to the measurement errors and the A VE of each latent construct should
be higher than 0.50 for establishing adequate convergent validity (Hair et al., 2014; Valerie,
2012; Hair et al., 2011). In this study, the AVE values ranged from 0.503 to 0.666, all
within the suggested range in Appendix K. Hence, the entire latent variables satisfied the
threshold value and were considered to have met the standard recommended for convergent
validity.

4.4.1.3 Discriminant Validity

Discriminant validity refers to the degree to which a group of items estimate only one
construct and how this construct is distinctly estimated (Byrne, 2016; Hair et al., 2010).
According to Hair et al., (20 l 0), a high discriminant validity indicates that a construct is
unique in a phenomenon of measuring in such a way that it cannot be captured by other
constructs. To measure the discriminant validity, the study used Fornell-Larcker (1981)
criterion as recommend by Hair et al., (2014). In keeping with this, the square root of each
latent construct's AVE should be greater than its highest correlation with any other latent
construct (Fornell - Larcker [1981] criterion).

In relation to that, the criterion is considered as a more conservative method for evaluating

discriminant validity (Hair et al., 2014). As depicted, the correlation matrix in Table 4.7
shows that the diagonal elements are the average variance square root extracted from the
latent constructs. The discriminant validity exists if the diagonal elements are greater than
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other off-diagonal elements in the rows and columns. This was evidently the case in the
correlation matrix and, hence, confirmed discriminant validity.

Table 4.7
Correlations among constructs and Discriminant Validity
Constructs
EO
MO

EO
MO
OC
TQM
OP
0.742
0.606
0.733
0.554
0.5 15
0.709
oc
0.62 1
0.560
0.692
0.816
OP
0.614
0.624
0.651
0.696
TQM
0.710
Entrepreneurial Orientation (EO); Market Orientation (MO); Total Quality Management (TQM);
Organizational Culture (OC) and Organizational Perfonnance (OP).

4.4.1.4 Reliability Analysis

This study utilized the coefficient of Cronbach's alpha along with the values of composite
reliability to examine the inter-item consistency of the measurement items. The Cronbach's
alpha and CR values should be higher than 0.70 (Valerie, 2012; Hair et al., 2011). Table
4.8 presents the values of Cronbach's alpha and CR of all constructs. It is evident that all

constructs exceeded the recommended value of 0.70. Hence, construct reliability was
confinned.

Table 4.8
Cronbach's Alpha and Composite Reliabilities o[Constructs
Number of
Measurement

Cronbach's
alpha

Entrepreneurial Orientation
Market Orientation

9
12

0.898
0.921

Composite
Reliability
CR
0.916
0.933

TQM
Organizational Culture
Organizational Performance

36
14
7

0.972
0.924
0.916

0.973
0.934
0.933

Model Construct
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4.4.2 Structural Model

After analyzing and evaluating the outer model, the following step in the PLS path
modelling analysis was to test the inner model. To do so, there are several requirements,
including (R2) values, effect size (f), predictive relevance of the model, and goodness of
fit (GoF), suggested by Hair et al., (2014), Valerie (2012), Hair et al., (2011) and Chin
(2010). Finally, the bootstrapping was run to test the significance level of the hypothesized
relationships in the study model.

4.4.2.1 R Square (R1 )
The evaluation of the structural model in PLS-SEM can be used by R2 of endogenous latent
variables, which is also known as the coefficient of determination (Hair et al. , 2012; Hair
et al., 2011 ; Henseler et al., 2009). The R-squared value represents the amount of variance

in the dependent variable (s) in question that can be described by one or more predictor
variables (Hair et al., 2010). In this vein, there are many criteria suggested to be used when
evaluating the R2 values and, due to this, there is no rule of thumb for the acceptable level
value of R 2 as it depends mainly on the research context and model complexity (Hair et al.,
2014). For instance, Falk and Miller (1992) recommended an R-squared value of 0.10 as a
minimum acceptable level. Meanwhile, Chin ( 1998) suggested that the R-squared values
of0.67 represents substantial, 0.33 represents moderate, and 0.19 represents weak. While,
Cohen (1988) stated that the R2 values 0.26, 0.13 and 0.02 in PLS-SEM can be considered
as substantial, moderate, and weak, respectively. As a rule of thumb, R 2 values of 0.75,
0.50, or 0.25 for endogenous latent variables in the structural model can be described as
substantial, moderate, or weak, respectively (Hair et al., 2014).
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Accordingly, the structural model quality can be evaluated via R 2 value which shows the
variance in tJ1e endogenous variable that is explained by tJ1e exogenous variables.
According to the findings reported in Appendix L, the R-square values of the two
endogenous latent variables (SMEs performance and TQM), was obvious that the research
model explains 62,8% of the total variance in SMEs' performance and 4 7.8% of the total
variance in TQM. This indicates that the three sets of exogenous latent variables (EO, MO,
TQM and TQM*OC) jointly explain 62.8% of the variance of SMEs' performance. In
addition, the two sets of exogenous latent variables (EO and MO) jointly explain 47.8% of
the variance in TQM. Consequently, in the present study, tJ1e R-square values of the two
endogenous latent variables showed acceptable levels based on the criterion of Falk and
Mmer (1992). Furthermore, the R-square values of the two endogenous latent variables
showed the levels of acceptable based on the criteria of Cohen (1988), Chin (1998) and
Hair et al., (2014), the substantial, moderate and weak ranges, respectively.

4.4.2.2 Effect Size (f)
Having assessed the determination coefficient (Rl) of the endogenous constructs, the next
criterion assesses the effect size(/). The effect sizes(/) analysis which is complementary
to R2 in that the effect sizes of the impacts of specific latent variables on the dependent
latent variables can be examined (Chin, 20 l 0). The effect size of j2 was computed using
the following formula (Cohen, 1988; Callaghan, Wilson, Ringle & Henseler, 2007): j2
(R2included - R2excluded) / (l - R2included):
2

2

R included - R excluded

Effect size (/2) - - - - - - - - - - l-R2 included
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(1)

=

Based on the recommendation by Cohen (1988), the .f values of 0.35, 0.15 and 0.02,
respectively, were employed for interpreting large, medium, and small effect sizes of the
predictive variables in the structural model. Table 4.9 shows that the effect size values for
EO, MO, TQM and OC were 0.048, 0.008, 0.140, and 0.206, respectively. Therefore, the
effect sizes of EO and TQM exogenous latent variables on SMEs Performance can be
described as small according to the guideline of Cohen (1988), OC also has medium, except
MO that has very small size effect.

Table 4.9
The Effect Size otthe SMEs Per.f!>rmance and the Interaction Term
Construct

EO
MO
TQM

oc

Rl

R'
Included

excluded

0.628
0.628
0.628
0.628

0.610
0.627
0.576
0.55]

R 2 included Rl
excluded
0.018
0.003
0.052
0.077

1-R2
included

Effect
Size

Result

0.372
0.372
0.372
0.372

0.048
0.008
0.140
0.206

Small
Very Small
Small
Medium

Besides that, Table 4.10 also showed the effect size values for EO and MO are 0.169 and
0 .194 respectively. In a similar way, the results indicated that the effect sizes of these two
exogenous latent variables on TQM can be described as medium respectively based on the
guideline by Cohen (1988).

Table 4.10
The Effect Size of the TQM and the Interaction Term
Construct
EO
MO

R1
Included
0.478
0.478

R2
excluded
0.390
0.377

R' included - R 1
excluded
0.088
0. 101
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l-R2
included
0.52
0.52

Effect
Size
0.169
0.194

Result
Medium
Medium

As illustrated in Table 4.11 below, a small effect sizes for the OC on the relationship
between TQM and SMEs performance as a moderating effect (/2=0.032), based on the
guideline of Cohen ( 1988).

Table 4.11
The Effect Size of the TQM and Performance
Construct

TQM•OC

R2
Included

R2
excluded

R2 included - R2
excluded

1- R 2
included

0.628

0.615

0.013

0.372

Effect
Size
0.035

Result

Small

4.4.2.3 Predictive Relevance of the Model (Q2)

In addition to assessing the quality of the structural model by considering the R 2 values and
effect sizes/, the predictive relevance (Q2) should be examined by researchers (Hair et

al., 2014). The blindfolding procedure was only implemented to endogenous latent
variables that have a reflective measurement model operationalization (Hair et al., 2014;
Hair et al., 2011; Henseler et al., 2009). In line with this, cross-validated redundancy was
utilized because it includes both the measurement and structural models for data prediction,
unlike cross validated communality that includes only the measurement m odel, which fits
the PLS-SEM approach perfectly (Hair et al., 2014; Hair et al., 2011). According to Hair

et al., (2011), and Henseler et al., (2009) if an endogenous constructs cross-validated
redundancy measure value of Q2 for a certain endogenous latent variable is higher than
zero, it is believed to have predictive relevance. Moreover, a research model with higher
positive Q 2 values suggests more predictive relevance.

In the relation with that, the Q2 is a criterion to a measure bow well a model predicts the
data of omitted cases, which is referred to as predictive relevance (Hair et al., 2014; Chin,
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1998). The Stone-Geyser's test is calculated by the following formula: Q2 = 1-SSE/SSO
(Valerie, 2012). Where resampling procedure jack-knife deletes or blindfolds one case
from the original sample at a time, thereby producing a sub-sample comprising cases
(Tenenhaus et al., 2005).

To achieve Q2, blindfolding was used as recommended by Hair et al., (2011) to choose a
value of d between 5 and 10. Hence, in order to ascertain cross-validated redundancy for
each dependent variable, this research used 9 as a value for d. According to Hair et al.,
(2014), Hair et al. , (2011), Henseler et al., (2009) a research model with the cross
redundancy value higher than zero is interpreted to have predictive quality; otherwise, the
predictive relevance of the model cannot be confirmed. As shown in Table 4.12, the crossvalidation redundancy measure Q2 for TQM and SMEs performance were above found to
be 0.226 and 0.385, respectively. These findings support the claim that the model has an
adequate prediction quality.

Table 4.12
The Predictive Relevance ofthe Endogenous Constructs
R-square

TQM

0.478

Cross validated
Redundancy
0.226

Organizational Performance

0.628

0.385

Endogenous Construct

Cross validated
Communality
0.353

0.437

4.4.2.4 Goodness of Fit (GoF) of the Model

Having determined the predictive relevance, the examination of goodness of fit (GoF) takes
precedence. PLS has only one measure of goodness of fit which was described by
Tenenbaus et al., (2005) as the global fit measure (GoF) for PLS path modeling is defined
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as the geometric mean of the average communality and average R2 for the endogenous
constructs. The purpose of the goodness of fit measure is to account for the variance
extracted by both inner and outer models (Chin, 20 l 0). The GoF is computed by the
following formula:

(2)

In this study, the GoF value of the model was 0.568 which had been obtained as follows:

Gof=.J (0.551

X

0.585)= 0.568

(3)

Based on the result obtained and comparing the GoF value of this study with baseline
values of GoF suggested by Wetzels et al., (2009), (0.1 represents small, 0.25 represents
medium, 0.36 represents large), it can be concluded that the GoF model was large than the
adequate validity of the global PLS model.

4.4.2.5 Path Coefficients Testing

Having confinned the goodness of the outer model, the next step in PLS-SEM path
modeling was to test the hypothesized relationships. In doing so, this study utilized the PLS
algorithm and the standard bootstrapping procedure with a number of 5000 bootstrap
samples and 364 cases to examine the path coefficients significance (Hair et al., 2014; Hair

et al., 2011; Hair et al., 2012; Henseler et al., 2009). Additionally, the author's also refed
every path coefficients significance, loadings and weights can be evaluated via a
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bootstrapping means procedure. Appendix L includes the items' loadings, R 2 values as well
as path coefficient.

Based on the results presented in Table 4.13 and Appendix M, the path coefficient values
and the bootstrapping results explaining the hypothesized relationships, where the
hypothesized relationships are tested below:

Ht: Entrepreneurial Orientation (EO) effects Organizational Performance (OP). The
results from PLS output shows that this hypothesis was supported. The i:esults reveal that
the EO positively and significantly affect organizational performance at the 0.01
significance level

(P= 0.188, t= 3.647, p<0.01). Therefore, this relationship is the highest

among the independent variables (EO, MO) and the dependent variable (performance).
Certainly, EO is an essential actor of SMEs which aims at being proactive in providing
new service/product combinations via taking computed business risks. This is to ensure
that they innovate and exploit opportunities for rejuvenating the organization and
preempting the competition (Jogaratnam, 2017).

H2: Market Orientation (MO) effects Organizational Performance (OP). The results

showed that MO had no significant effect on Organizational Performance (OP)

(P= 0.043,

t= 0.924, p<0.0 1). Therefore, the hypothesis (H2) of the effect of MO on organizational
performance was not supported. In this case, SMEs should endeavor to adopt MO in order
to achieve their desires and that of the customers and to satisfying those requirements more
efficiently and effectively than their competitors (Slater & Narver, 1998).
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H31 Total Quality Management (TQM) effects Organizational Performance (OP). The
results shewed the TQM (P = 0.251, t = 4.198, p <0.0 I) had a positive and significant effect
on Organizational Performance (OP) which supported H3. This result indicates the
contribution of a mediator (TQM) to performance is high. Hence, SMEs adopting TQM
practices assists them to achieve continuous improvement in all functions of a firm to
produce and provide products/services meet the needs and demands of customer's better
than their competitors (Demirbag et al., 2006b ).

H4: Entrepreneurial Orientation (EO) has significant effect on Total Quality Management

(TQM). The results show that EO significantly and positively influence TQM

(P = 0.373,

t= 5.981, p<O. 01), indicating that H4 is supported. This finding indicates that the

integration of EO and TQM can help SMEs to explore new opportunities for business and
growth, thus leading SMEs to achieve competitive advantage and maintaining a strong
competitive position in a competitive market environment (Saboo & Yadav, 2017).

HS: Market Orientation (MO) has a significant effect on Total Quality Management

(TQM). The result provided the highest support for H5 (P = 0.398, t = 6.924, p<0. 01). This
indicates a strong positive effect on TQM. This finding also is the highest among the
independent variables (EO, MO) to mediator (TQM). The result supports that both TQM
and MO complement each other in meeting the customer's needs and satisfaction (Wang

et al., 2012).
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Table 4.13
The Results ofHypotheses Testing
Hypotheses

Hypothesis
Statement

Path
Coefficient

Standard
Error

T-

P-value

Decision

value

0.188***
0.052
3.647
0.000
Supported
0.043
0.046
0.924
0.356
Not supported
H3
0.251 ***
0.060
4.198
Supported
0.000
84
0.373***
0.062
5.981
Supported
0.000
HS
MO-+TQM
0.398***
0.058
6.924
0.000
Supported
Note. T-va lues > 1.65* (p < 0.10); t-values > 1.96** (p < 0.05); t-values > 2.58*** (p < 0.01)
H1
H2

EO -+OP
MO -+OP
TQM -+ OP
EO -+TQM

4.4.2.6 The Mediating Relationships Testing

The purpose of the mediation test is to investigate if a mediator construct can significantly
carry the ability of an independent variable to have an impact on the dependent variable
(Ramayah et al., 2011). In other words, mediation test evaluates the indirect effect of an
extraneous latent variable on the endogenous latent variable through an intervening
variable. In addition, Preacher and Hayes (2008) posited that there are numerous methods
determined for testing mediation in multivariate analysis consisting of simple techniques
including: simple techniques which involve the causal steps approach (Baron & Kenny,
1986) or the Sobel test (Sobel, 1982); and more recent methods that require just less
unrealistic statistical assumptions. Included among others, for example, was the
distribution of the product approach (MacKinnon, Lockwood & Williams, 2004). Besides
that, re-sampling methods, for instance, bootstrapping method (Preacher & Hayes, 2004;
2008).

However, the Baron and Kenny (1 986) approach fails to involve the use of standard errors
and neither quantifies the size of the indirect effect nor requires any inferential test about
it (Hayes, 2013; Hayes & Preacher, 2010). The Sobel test does not hold for the indirect
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effect because the product of the indirect effect is not normally distributed and the test
requires unstandardized path coefficients and lacks the statistical power (Hair et al., 2014).
While, the distribution of the product method relies on the assumptions of the normal
sampling distribution of the indirect effect and the standard error formula where there are
several formulas which there are no clear criteria to prefer one on the other in a given
situation (Hayes et al., 2011 ).

Therefore, this study used the bootstrapping technique in investigating the mediating
effects due to it making an empirical illustration of the distribution of the sample of the
indirect effect (Rucker, Preacher, Torm.ala & Petty, 201 l; Hayes, 2009). Not only that, in
PLS analysis, bootstrapping represents the most exact in calculating measures (Chin,
2010). As stated by Hayes (2009), research of simulation indicates that bootstrapping
method is a key, powerful, and valid method for testing intervening variable effects
compared to other methods. For this reason alone, it should be the method of choice
(Williams & MacKinnon, 2008). In particular, the bootstrapping method with samples of
5000 and 95% confidence intervals (CI) was used in estimating the indirect effects in
Preacher and Hayes (2008) approach as suggested via Hair et al., (2014), Hayes (2013),
Hayes et al., (2011 ), and Zhao et al., (2010).

The results of PLS provide the values of CI through the indirect effect a*b, and when a
95% CI excludes zero, there is evidence of an indirect effect linking X and Yvia mediator
with 95% confidence and then the mediation is established. As recommended by Preacher
and Hayes (2008), the independent variable effect of X on the dependent variable in the
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absence of the mediator M "c '" path is not a necessary requirement for mediation.
According to Zhao et al., (2010) and Hayes (2013), the strength of mediation must be
examined via the indirect significance effect paths a*b, and not through the direct of the
insignificant effect of path c. In other words, investigation of mediation to explore whether
there is the indirect effect (mediating effect) of an independent variable X on a dependent
variable Y through a mediator variable Mas shown in Figure 4.2 presented by Hayes and
Preacher (2014). That means, if the path "a" from the independent variable X to the
mediator M, the path "b" from the mediator M to the dependent variable Y, the path "c" the
path from the independent variable X to the dependent variable Y in the absence of a
mediator M, as well as the path "c'" from the independent variable X to the dependent
variable Yin the existence if the mediator M.

C

y

X

M

y

X
c'
Figure 4. 2
Simple Mediation Model Source: Hayes and Preacher (2014)
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In relation with that, Zhao et al., (2010) proposed criterion to investigate the mediation
type if the mediation is full or partial. According to Zhao et al., (2010), is the :indirect effect
of "a*b" significant? If the answer is yes, there is some form of mediation and when the
path c- is not significant, there is a full mediation. However, when the indirect path "a*b"
and direct path c- are of the similar sign, signaling complementary partial mediation and
when the path "a*b " and direct path c- have opposite signs, signaling a competitive partial
mediation. The criteria of identifying mediation type as shows :in the Figure 4.3.

Yes

NO

Is a*b
significant?

Yes

Is c·

NO

Is c·
significant?

significant?

Ye

NO

'
Is a*b* c·
positive?

N
1-

'
Partial Mediation

"Complementary"

Partial Mediation
"Competitive"

Full
Mediation

Figure 4. 3
Criteria ofIdentifying Mediation Type Source: Zhao et al., (2010)

207

No
Mediation

Based on the study model, the mediating effect of TQM was proposed as the mediator on
the relationship between both EO and MO and organizational performance. As presented
in Table 4.14, bootstrapping results regarding the mediating effect ofTQM on the link.age
between EO and performance of organizational. These results show that the confidence
interval of the indirect effect of EO on the performance of organizational

(P = 0.094, 95%

CI= 0.044 to 0.152) does not include zero indicating that TQM significantly mediates the
relationship between EO and organizational performance. The findings also reported that
the significant direct effect of c- as well as the paths a*b are signs and c- were positive
which indicate that TQM is a partial mediator (complementary) on the relationship between
EO and organizational performance. Thus, it can be concluded that hypothesis 6 is
supported.

Furthermore, in the same Table 4.14, the results of bootstrapping regarding the mediating
effect ofTQM on the relationship between MO and organizational performance. Similarly,
the results show that the confidence interval of the MO indirect effect on the organizational
performance

(0 = 0.100, 95% Cl= 0.050 to

0.160) does not include zero indicating that

TQM significantly mediates the relationship between MO and organizational performance.
The findings also show that the direct effect c- was not significant, indicates that TQM is a
full mediator in the relationship between MO and organizational performance supporting
hypothesis 7.
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Table4.14
The Results of the Mediating Role of TQM between EO, MO and Organizational Peiformance
H: ON

a

b

c-

Pojnt
estimat
e

lndirect effect
95% Cl
Lower
Upper

Decision

H 6: EO-> TQM -> OP

0.348

0.251

0.l 88

0.094

0.044

0.152

Partial Mediation
Complementary

H 7: MO->TQM -> OP

0.398

0.251

0.043

0.100

0.050

0.160

Full Mediation

Note: ***: p<0.01; **: p<0.05; *: p<0. l. Lower and upper levels of 95% confidence interval.

4.4.2.7 Analysis of the Effect of Organizational Culture as a Moderator

The moderation model conceptualizes an interaction between independent (X) and
moderator (W) variables on the dependent (Y) variable (Hayes, 2009). The moderating
effect test needs to measure statistical relationship between the independent variable and
the dependent variable under the influence of the moderator (Baron & Kenny, 1986). There
are three techniques available for the statistical evaluation of the moderating effect
(Joreskog & Wold, 1982), including: two-step constructs score technique, multi-group
technique and product indicator technique. The two-step constructs score technique
utilized into interaction of a formatively measured continuous moderator. On the other
hand, the multi-group technique is employed when the moderator variable is categorical:
it involves dividing the va1iable into categories depending on the available category of the
variable. For incense, variable category can be age groups (young and adult), gender (male
or female). Thus, this technique is inappropriate for this study as grouping the data may
emanate some problems as there may be too few cases to produce reasonable results.
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Meanwhile, the product indicator technique using PLS-SEM was· used in this study for
detecting and estimating the strength of moderating effect of OC on the relationship
between TQM and organizational performance (Hair et al., 2014; Henseler & Chin, 2010;
Helm, Eggert & Gamefeld, 2010; Henseler & Fassott, 2010; Chin et al., 2003). This study
adopted the product indicator approach because the proposed moderating variable is
continuous (Hair et al., 2014; Henseler & Fassott, 2010; Rigdon, Schumacker & Wothke,
1998). Another reason for using product approach is that if the product term approach
findings are typically equal or superior to those of the group comparison approach, it is
suggested to always use the product term approach (Henseler & Fassett, 2010).

In the same line, to test the moderating effect the product indicator technique between the
indicators of the latent independent variable and indicators of the latent moderating
variable are required to be created, thus, these product-terms are used as indicators of the
interaction term in the structural model (Kenny & Judd, 1984). Table 4.15 and Figure 4.4,
therefore, showed the estimates after applying the applied a product indicator approach to
investigate the moderating effect of OC the relationship between exogenous and
endogenous Jatent variable.

In relation to that, the interaction terms between OC and TQM was examined. It was found
that the interaction term between TQM and OC was found to be significant at the 0.01 level
of significance

(P = -0.074, t = 3.817, p < 0.01). This result indicates that OC negatively

and significantly moderate the TQM-organizational performance, therefore, the result
provided support for H 8 as depicted iti Table 4.15.
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Table4.15
The Results ofthe Moderating Role of OC between TQM and Organizational Performance
Hypotheses

Hypothesis
Statement

Path
Coefficient

Standard
Error

T-value

P-value

HS
TQM *CO -.op
-0.074***
0.020
3.817
0.000
Note. T-values > 1.65* (p < 0.1 O); !-values> 1.96** (p < 0.05); t-values > 2.58*** (p < 0.01).

Decision

Supported

Furthermore, the graph in Figure 4.4 illustrated the moderating effect of OC on the
relationship between TQM and organizational performance relationship. It can be
concluded from the graph that the implementation of TQM leads to higher overall
organizational performance in an organization with low OC than in the case of high OC
organization. Generally, based on the results, it is reasonable to confirm that OC as one of
the most important barriers to successful implementation ofTQM.

5
4.5

0.

0

.

4

3.5

Moderator

3
-+- LowOC
2.5
2

1.5
1

LowTQM

HigbTQM

Figure 4. 4
The Moderating Effect ofOC On TQM - Organizational Pe,formance
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-

HighOC

4.5 Summary of the Findings

Having presented all the results including the direct effects, mediating effects, and
moderating effects in the preceding sections, next, the summary of the results of all
hypotheses tested are presented as shown in Table 4.16.

Table 4. 16
Summary ofHypotheses Testing
Hypotheses

H2

Statement
Entrepreneurial Orientation (EO)
Performance (OP).

effects

Organizational

Findings
Supported

Market Orientation (MO) effects Organizational Performance
(OP).
Total Quality Management (TQM) effects Organizational
Performance (OP).
Entrepreneurial Orientation (EO) has significant effect on Total
Quality Management (TQM).

Not Supported

HS

Market Orientation (MO) has a significant effect on Total Quality
Management (TQM).

Supported

H6

Total Quality Management (TQM) significantly mediates the
relationship between Entrepreneurial Orientation (EO) and
Organizational Perfonnance (OP).

Supported

H7

Total Quality Management (TQM) significantly mediates the
relationships between Market
Orientation
(MO) and
Organizational Performance (OP).

Supported

H8

Organizational Culture (OC) significantly moderates the
relationships between Total Quality Management (TQM) and
Organizational Perfonnance (OP).

Supported

HJ

84

Supported
Supported

Note: Total hypotheses= 8, Supported= 7, Not supported= 1

4.6 Chapter Summary

In this chapter, the findings of the study were established. At the beginning, the survey of
response analysis, the data screening and preliminary analysis were reported using SPSS.
More importantly, this chapter has offered the results of the evaluation of the measurement
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model, structural model, direct hypotheses testing, mediating relationships testing and,
moderating effect testing were obtained using PLS path modelling. Finally, the summary
of findings was presented which showed that 7 key hypotheses were accepted as being
significant while one was not supported. Thus, the next chapter contains the discussion and
conclusion of this study.
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CHAPTER FIVE
DISCUSSION AND CONCLUSION

5.1 Introduction

This chapter presents the discussions and the summary of this study findings based on the
research objectives and questions. In addition, presents theoretical and managerial
implications, limitations of this research and recommendations for future studies avenues.
Finally, this chapter ended up with a summary of the overall study.

5.2 Recapitulations of Research Findings

The overall purpose of this study is to understand the effect of EO, and MO on SMEs'
performance with the mediating role of TQM on the relationship between EO, MO and
SM Es' performance as we! I as the moderating effect of OC on the relationship between
TQM and SMEs' performance in the KSA SMEs' manufacturing sector. The framework
of the study is grounded and underpinned by RBV theory. It is supported also by other two
theories, namely the contingency theory and the IO.

In general, the objectives of this study were evaluated by the following research questions:
I. What is the effect of Entrepreneurial Orientation (EO) on SMEs performance?
2. What is the effect of Market Orientation (MO) on SMEs performance?
3. What is the effect ofTQM on SMEs performance?
4. What is the effect of Entrepreneurial Orientation (EO) on TQM?
5. What is the effect of Market Orientation (MO) on TQM?
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6. Does TQM mediate the relationship between Entrepreneurial orientation (EO) and
SMEs performance?
7. Does TQM mediate the relationship between Market Orientation (MO) and SMEs
performance?
8. Does Organizational Culture (OC) moderate the relationship between TQM and
SMEs performance?

The quantitative approach of data collection was used, which included utilizing a structured
questionnaire adopted and adapted from prior studies. A seven-point Likert scale adapted
from different sources was employed after testing its reliability and validity. A pilot study
was carried out with a sample of30 respondents in order to test the psychometric properties
of the instrument. The results of the pilot test confinned that the instrument is reliable and
valid. On another hand, self-administration of the questionnaire was used. A total of 722
sets of the questionnaire were distributed to the owners/managers of manufacturing SMEs,
and 393 questionnaires were returned, representing 54.4% participation. However, only
364 were useable, hence the effective response rate was 50.4%.

After the main data collection, the researcher conducted survey response analysis, data
screening and preliminary analysis, including missing data, non-response bias, descriptive
data, outliers, and the normality, linearity and multicollinearity assumptions employing
SPSS. On the other side, the PLS was employed in determining and assessing the quality
of model evaluation as well as the structural model. In the following sections, each of these
hypotheses is presented in further detail.
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5.3 Discussion of Findings

To discuss the empirical study' s findings, this section is organized to answer the eight main
research questions stated previously in order to achieve the objectives of the research while
offering some generalization.

5.3.1 Effect of Entrepreneurial Orientation (EO) on SMEs Performance

The first objective of the study is to examine the effect of EO on the SMEs' performance.
First hypothesis testing was carried out as presented in Table 4.13 in Chapter 4. In order to
achieve this objective, the hypothesis, which predicted positive effects of EO on SMEs'
perfonnance, was assessed in line with PLS output. Based on the result, it was found that
EO positively and significantly affect SMEs' performance at the 0.0 I significance level

(P= 0.188, t= 3 .647, p<0.01) and therefore supports the hypothesis Hl. The findings in this
study show that EO was a good predictor of performance SMEs' manufacturing in the
KSA. This result refers that the SMEs' managers must pay more attention to the case and
EO concept. This implies that managers of SMEs should develop a culture of innovation,
the ability to withstand the calculated risk and proactiveness in competition will help them
to achieve success and thus improve their performance. In addition, owning qualities of
entrepreneurial for instance, skill development, hardworking, consultation of the
employee, ability to evaluate their immediate environment give managers of SM Es the best
chance to remain in the competitive market, hence, improving their performance.
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In this regard, this empirical result coincides with the findings of previous studies that argue
that EO positively impacts organizational performance (Sahoo & Yadav, 2017;
Jogaratnam, 2017; AL-Dhaafri et al., 2016; Aliyu et al., 2015; Lonial & Carter, 2015;
Amin, 2015; Rodriguez-Gutierrez et al., 2015; Bakar & Mahmood, 2014; Saeed et al.,
2014; Arief et al., 2013; Mahmood & Hanafi, 2013; Wang & Yen, 2012; Fatoki, 2012;
Kraus et al., 2012; Wales et al., 2011; Idar & Mahmood, 2011; Smart & Conant, 2011;
Rauch et al., 2009; Wang, 2008). Based on this result, SMEs' managers may benefit from
implementing EO, because firms work in environments characterized by rapid change,
business life-cycles or shortened product, where firms are seeking alternative opportunities
as well as future profitability through the use of current operations which are uncertain
(Rauch et al., 2009; Wiklund & Shepherd, 2005). At the same time, SMEs in the KSA
should also endeavor to adopt EO which helps organizations to be proactive in introducing
new services/products combinations through estimating business risks as they seek
innovation and exploitation of opportunities in rejuvenating the organization and preempt
the competitions (Jogaratoam, 2017). If SMEs plan to go compete for the global market
beyond the local market, SMEs need to be entrepreneurially orientated due to EO
contribution to the firm's ability to grow as well as local and internationalize
competitiveness (Buli, 2017; Knight & Cavusgil, 2004).

In conclusion, SMEs require enhancing the EO at different hwnan resource levels (Amin
et al., 20 I 6). In this case, EO helps SMEs' owner/manager indirectly reconfigure their
strategy in order to create superior customer value (Buli, 201 7). More important,
entrepreneurial organizations obtained highly if they have better blend dimensionality of
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EO tlrnt will lead to high growth and financial performance (Buli, 2017). Regarding this
argument, SMEs proactiveness will assist SMEs owners to move faster, achieve their
objectives in premium segments. Therefore, SMEs' owners can capitalize some market
opportunities to achieve higher returns and be a top leader in organizational performance
(Brettel & Rottenberger, 2013; Chen et al., 2012; Gaur et al., 2011). In the same side,
SMEs' proactiveness will also help to achieve better performance since they will have the
best understanding of customer wants and requirement as well as extensive environment
of market than their competitors (Kreiser, Marino, Kuratko & Weaver, 2013; Kraus et al.,
2012; Morgan et al., 2009; Knight & Cavusgil, 2004; Jaworski & Kohli, 1993).
Additionally, risk-taking implies accepting risks in strategic decision and investment terms
even if the results of these actions are uncertain (Das & Joshi, 2007). However, SMEs have
to be intelligent in assessing the potential risks (Amin et al., 2016). Besides that, Rhee et

al., (2010), in their study, have reported that innovativeness is a key factor for improving
the performance of a firm as well as managers thinking innovatively significantly
influences performance of SMEs. In this regard, the success of SMEs' innovative has been
linked with various performance features, for example, profitability, cash flows and
increasing chances of survival (Amin, 2015; Engelen et al., 2014; Boso et al., 2013;
Lumpkin & Dess, 1996). Subsequently, combining EO dimensions to run concurrently
within the organizational process contributes to improved performance and improves a
finn's competitiveness thrive in the developing economies (Buli, 201 7).

218

5.3.2 Effect of Market Orientation (MO) on SMEs Performance

The second objective of the study is to examme the effect of MO on the SMEs'
performance. In order to achieve this objective, hypothesis H2, which states that MO
positively affects SMEs' performance and, equally, this was tested using PLS output
analysis as illustrated in Table 4.13 in the chapter 4. The result indicated non-significant
effect of the MO on the SMEs performance

(P = 0.043, t= 0.924,

p<0.01), thereby not

supporting the hypothesis H2. The results of this study shows that MO was not a predictor
of performance SMEs manufacturing in the KSA, hence, they should design strategies that
encourage efforts to develop market-oriented of high levels activities. In this event, the
results of this study are in line with the existing researches which found that MO has not
relationship with organizational performance (Takata, 2016; Shehu & Mahmood, 2014b;
Olavarrieta & Friedmann, 2008; Ghani & Mahmood, 2011, Demirbag et al., 2006a;
Sargeant & Mohamad, 1999: Han, Kim & Srivastava, 1998; Bhuian, 1997). This result
refers indicates that MO alone cannot bring about the better performance of SMEs in an
emerging market in general (Demirbag et al., 2006a) as well as in developing countries
such as the KSA in particular. On the other hand, finding clearly reveals that owners of
manufacturing based SMEs do not pay much attention to this factor.

In th.is regard, managers of SMEs require more understandings of the concept of MO that
can achieve advantageous of performance for the SMEs, therefore, it gives the SMEs the
ability to exploit opportunities as well as using current capabilities in responding to the
competing firms' goals (Amin et al., 2016). This idea is supported by Buli (2017) which
indicated that owners/managers need to understand and identify the comparative power
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utilize of MO in different circumstances, therefore, integrate MO with a strategy of SMEs
to enhance competitive advantage. In line with that, Kohli and Jaworski (1990) asserted
that MO plays an important role in raising the superior value of a customer and assisting
SMEs to develop better services and products than their competitors. To deal with the
market needs, the SMEs should encourage all functions to assist other departments in
information-sharing about the strategy of competitors by identifying the best way to every
department to be able to take appropriate action to respond. In this regard, SMEs with a
small number of employees have the ability to apply inter-functional orientation because it
is less bureaucratic compared to organisation with large number, hence, managers in the
SMEs must possess the initiatives oflearning, provide continuous training, awareness and
mentoring throughout the firm (Amin et al., 2016).

To sum up, SMEs need to pay attention to improve their products as well as ascertain that
the products match the consumer's requirements, hence, if the managers of SMEs have the
ability to visualize the problem and determine the suitable action for solving it, they will
be able to keep their customers. Therefore, the market-oriented SMEs are inclined towards
generating capable cash flow and profitability, because, the firm has the ability to organize
resources towards satisfaction of the customer. Arguably, the SMEs based on the
manufacturing in the context of the KSA, are in need to be market-oriented as a prerequisite
for achieving better perfonnance.
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5.3.3 Effect of TQM on SMEs Performance

The third objective of the study is to examine the effect of TQM on the performance of
SMEs. To achieve the second objective, one specific testable hypothesis H3 was developed
to investigate this relationship. The hypothesis H3 was tested using PLS-SEM as the result
is illustrated in Table 4.13 in Chapter 4. The statistical result indicates that there is a
positive and significant linkage at the level of 0 .0 1 of significant, therefore, supporting the
hypothesis H3 (~ = 0.251 , t = 4.198, p <0.0 1). This result shows that TQM was the best
predictor of SMEs performance in the KSA. This result indicates that the SMEs managers
should direct their major attention to the issue and concept of TQM because the lack of
interest in the TQM philosophy will automatically affect SMEs performance, thus, will
increase the deteriorating conditions of the entire SMEs.

The finding of this study is in line with the empirical results found in the literature of
numerous existing researches (Sahoo & Yadava, 2018; Singh et al., 2018; Sahoo & Yadav,
2017; Abubakar & Mahmood, 2016; Valmohammadi & Rosbanzamir, 2015; Almansour,
2015; Herzallab et al., 2014; Garengo & Biazzo, 2013; Munizu, 2013; Zehir et al., 2012;
Wang et al., 2012; Fening, 2012; Valmobammadi, 2011; Salaheldin, 2009; Pinho, 2008;
Demirbag et al., 2006b; Prajogo & Sohal, 2003). In this vein, this result suggests that TQM
is a critical factor for SMEs in the KSA to attain its objectives and achieve the intended
performance. Without doubt, the final aim of TQM as a management philosophy for any
firm is to satisfy the customer's needs, requirements, and expectations by continuous
improvements for an organization to survive, grow (Kumar et al., 2009). Hence, to ensure
that TQM is implemented successfully, it is imperative to create TQM awareness, action,
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interest and desire by providing extensive training for all employees at all levels, therefore,
managers of SMEs attention might be fruitfully focused on the appropriate development
programs of training on TQM implementation, especially, new techniques or methods
relating to supply chain management (Valmohammadi, 2011).

In sum, the SMEs sector plays crucial role in the most emerging economies countries such
as the KSA, through generation of employment and economic growth, thus, accurate
implementation ofTQM will give good results through enhancing the SMEs ' performance
as well as contributing to the economic growth of the country. Consequently, managers of
SMEs should be more interested in taking the dynamic and effective approach towards
TQM, in order to achieve effectiveness and sustainability of their firm to meet the future
challenges and stay ahead of competitors. Joiner (2007) refers to that organization which
focuses on motivating, providing continuous improvements, and engaging employees to
accomplish

high

quality

production

and

meeting

consumers'

requirements.

Valrnohammadi and Roshanzamir (2015), also argued that firms that adopt TQM can gain
a competitive advantage better than firms that do not adopt TQM. Evidence also suggests
that application of TQM system can improve managerial practices and achieve a better
performance in SMEs (Garengo & Biazzo, 2013).

5.3.4 Effect of Entrepreneurial Orientation (EO) on Total Quality Management
(TQM)

111e fourth objective of this study is to investigate the effect of EO on TQM in the KSA
SMEs. In order to achieve this objective, the hypothesis, which predicted a positive effect
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of EO on TQM, was evaluated in line with PLS output. Based on the finding, there is a
very strong significant impact of the two constructs (EO and TQM)

(P= 0.373, t= 5.981,

p<0. 01), thus, supporting the hypothesis H4 . As presented in chapter 4, specifically in
Table 4.13. This finding is similar to the finding offered by Fernandes et al., (2015), who
argued that the implementation ofTQM practices leads to enhancement at the level of the
innovation, attitude risk assumption, and proactive stance of organizations. It is also
concurrent to existing studies conducted by Sahoo & Yadav (2017), AL-Dhaafri et al.,
(2016), Fernandes et al., (2015), Moreno-Luzon et al., (2013), Kim et al., (2012), and
Hoang et al., (2006).

In this situation, EO reflects the firm's practices, processes, operational style, concentrating
on activities of decision-making which lead to new firms and developments (Lumpkin &
Dess, 1996). According to this argument, EO can add value and various advantages if
implemented carefully in the firm with the support of the TQM (AL-Dhaafri et al., 2016).
Thus, TQM practices represent the basis of constructing EO which in tu.ms contribute to
the better of the SMEs performance.

5.3.5 Effect of Market Orientation (MO) on Total Quality Management (TQM)

Examining the effect of MO on TQM is another key objective of this research. Thus,
hypothesis five, which states MO has a positive impact on TQM in the KAS SMEs, was
empirically tested using PLS path coefficient analysis. The result revealed that there is a
positive impact of MO on TQM

(P = 0.398, t = 6.924, p<0. 01), therefore, supporting the

proposed hypothesis 5. As illustrated in Table 4.13 in Chapter 4, this finding supports the
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claim of Wang et al., (2012), which concluded that both TQM and MO complement each
other to meet the customers ' needs and satisfaction.

Meanwhile, such results are aligned with Wang et al. , (2012), Lam et al., (2012), Zelbst et
al., (2010), Demirbag, et al., (2006a), Samat, et al., (2006), and Wang and Wei (2005).
TQM plays the important role to achieve a customer focus and can help firms to offer the
best service and product as well as lead directly to improve business performance via
responses customer needs obtaining through marketing into improvements in processes,
products, and services (Liao, Chang, Wu & Katrichis, 2011; Zelbst et al., 2010). In this
regard, in order to satisfy customer expectations in the firm, both TQM practices
implementations and marketing activities need precise coordination among other sections
(Demirbag et al., 2006a).

According to Samat et al., (2006) TQM leads to improvements and can help to achieve
higher value perceptions among customers and, thus, can differentiate between sources to
the organization. Based on the study of Yam, Tam, Tang and Mok (2005), in the electric
utilities, they found TQM to be a potentially effective approach to change to the MO. This
is also in line with the position of Sittimalakom and Hart (2004) who also argued that both
quality orientation and MO have paired roles to achieve firm superiority. Demirbag, et al.,
(2006a) further indicate that implementation of TQM may provide a nwnber of tools that
could be used by firms to transfonn and achieve MO. Therefore, that both MO and TQM,
when implemented together, will enhance the SMEs performance.
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5.3.6 The Mediating Effect of TQM on the Relationship between Entrepreneurial
Orientation (EO) and SMEs Performance

The sixth objective of this research is to determine the TQM as a mediating variable
between EO and SMEs performance in the KSA. In order to achieve this objective, the
sixth hypothesis was formulated that, TQM significantly mediates the relationship between
EO and organizational performance and was tested using PLS-SEM path modeling
analysis. The result of bootstrapping analysis in Table 4.14 of the preceding chapter shows
that TQM mediates significantly the link between EO and SMEs' performance. Then, this
result supported the hypothesis H6 of the study. There is a dearth of empirical studies
investigating TQM as mediating the linkage between EO and performance. However, this
study aligns with Al-Dhaafu et al., (2016) who found TQM is a partial mediator between
EO and organizational performance. In view of this, the results agree with the prior
researchers (Mamun et al., 2018; Jogaratnam, 2017; Amin et al., 2016; Jia, Wang, Zhao
& Yu, 2014; Thoumrungroje & Racela, 2013; Chen et al., 2012; Baker & Sinkula, 2009),
which present that EO is linked to firm performance of firm through some mediating
variables.

Previously, some studies confirmed the positive relationship between EO and
organizational performance from one side, and TQM and organizational performance from
the other side. Therefore, the collective effect of these variables on organizational
performance is logically proposed and confirmed in this study. The results also reflect the
importance of the TQM as a mechanism that can clarify the effect ofEO to enhance SMEs'
performance. Additionally, the results reflect the awareness of owners/managers SMEs in
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practicing TQM in their daily work. Furthermore, this result confirmed the logical use of
EO as a strategy that can help SMEs to enhance performance through TQM. Additionally,
TQM in this research plays the important role as mechanism that explains the impact of
EO on SM Es' performance.

5.3.7 The Mediating Effect of TQM on the Relationship between Market Orientation
(MO) and SMEs Performance

Likewise, the seven objective in this study is to investigate the mediating role of TQM in
the relationship between MO and SMEs' performance in the KSA. For that, Hypothesis
H7, which states that, TQM significantly mediates the relationship between MO and
organizational performance was tested using PLS-SEM path modelling analysis. The result
of bootstrapping analysis in Table 4.14 of chapter four confirms the mediating effect of
TQM on the MO-SMEs performance relationship. This result is aligned with the proposed
hypothesis H7 in that mediating effect was confirmed according to bootstrapping method.
This finding comes in line with the results of Demirbag et al., (2006a) which found the
mediating effect of TQM practices on the link between MO and organizational
performance. On the other hand, the finding agrees with the previous studies (Mamun et
al., 2018; Takata, 2016; Cheng & Krumwiede, 2012; Smirnova et al., 2011; Olavarrieta &
Friedmann, 2008), which shows that MO is associated to firm performance through some
mediating variables.

This also means that the findings provide empirical evidence on the significant role of the
indirect effect of the MO on the SMEs' performance. It can be concluded that MO and
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TQM can be deployed together in order to take the advantages of the both constructs and
improve the overall performance of SMEs. Therefore, reveals that both TQM and MO are
mutually interdependent (Wang et al., 2012). In relation to that, Slater and Narver (1995)
and Day (1994) referred that MO and TQM, through continuous improvement and
coordinated efforts, both pinpoint that it is essential to satisfy the expectations of consumer
and the creation of superior buyer values in order to remain competitive. This is also in line
with the position of Demirbag et al., (2006a) who also argued that the implementation of
TQM may provide a number of tools that could be used by organizations to transform and
achieve MO.

5.3.8 The Moderating Effect of Organizational Culture (OC) on the Relationship
between TQM and SMEs Performance

The final objective of this study was to investigate the moderating effect of OC on the
relationship between TQM and SMEs' performance. In order to achieve that, the eighth
hypothesis was developed, which states that OC significantly moderates the relationships
between TQM and organizational performance. As shown in Table 4.15, the OC negatively
moderated the relationship between TQM and performance ofSMEs (P = -0.074, t = 3.817,
p < 0.01 ), thus providing support for H8. The result of this research is consistent with AlSwidi and Mahmood (2012), who found that OC has a negative moderating effect on TQMorgaoizational performance relationship in the banking context. Other literature also did
not support the moderating role of OC between the TQM and performance (Kanapathy,
Bin, Zailani & Aghapour, 2017; Wah & Boujelbene, 2011), while the path coefficient for
a moderator was negative.
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In conjunction with that, the majority of KSA's manufacturing SMEs are owned by the
families, therefore, the owners are the ones who make all the strategic decisions.
Meanwhile, in many cases, managers and the employees are not involved in the decisionmaking processes. This view is supported by Cameron and Quinn, (2006; 2011), who
referred that processes, complex rules and bureaucracy with low flexibility are considered
to be the characteristics of hierarchical culture. Therefore, focus on hierarchy culture
characterised by lack of customer orientation, continuous improvement, the reduction of
freedom and responsibility of employees, has a negative impact on TQM implementation
(Gimenez-Espin et al., 2013; Dellana & Hauser, 1999).

Meanwhile, Saudi Arabian employees show obedience towards managers they rarely
oppose managers' decisions (Harbi, Thursfield & Bright, 2017), then, in Arab culture,
democracy is absent (Harbi et al., 2017; AI-Faleh, 1987) and the most prominent
management style is authoritarian (Branine & Pollard, 2010). Hence, the cultural issues in
KSA pose a particular issue to the enhancements of firm performance (Idris, 2007; Assad,
2002). Besides that, Aichouni et al., (2014) in their study found that OC is a real barrier
impeding the implementation of the quality management system and quality tools in the
KSA. On the other hand, in the market culture case, the focus on fixed objectives, costscost reduction for consumers, suppliers, and workers might lead to adverse effects on the
successful implementation of TQM (Gimenez-Espin et al., 20 l 3; Flynn et al., 1994;
Deming, 1986).
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As a matter of fact, before the implementation of TQM, managers should recognize the
main cultural values of their own finns appropriately and assess the current cultural fields
and values to construct the necessary policies and practical plans for the creation of an
environment and a supportive OC so that they can ascertain that the TQM is implemented
successfully and organizational performance is improved (Karimi & Kadir, 2012). Besides
that, firms that value teamwork, development of human resource, employee involvement,
cohesion, flexibility, innovation and creativity are able to implement TQM practices better
than organisations that do not pay attention these values (Al-Khalifa & Aspinwall, 2001;
Dellana & Hauser, 1999). Ultimately, organizations should not get disillusioned by the
adoption of TQM applications when not achieving short-term improvements goals due to
that TQM implementation is an expensive immaterial investment as well as several of
characteristics cultural affect the benefits of effective implementations of TQM (Wali &
Boujelbene, 2011 ).

Having discussed the empirical findings, the following section will proceed to discuss
the theoretical and practical contributions of this research.

5.4 Research Contributions

In general, the contributions of this study are discussed with respect to theoretical
methodology, practice and economic. The following sub-sections discuss each
contribution.
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5.4.1 Theoretical Contribution

Overall, this study found empirical evidence for theoretical relationships posited in the
research framework. There are five main direct hypotheses, two indirect hypotheses and
one moderate hypothesis, the theoretical contribution of this research are as follows.

Past studies on the linkage between EO, MO and firms' performance reported mixed results
(e.g. Sahoo & Yadav, 2017; Buli, 2017; Amin et al., 20 16; Arshad et al., 2014; Boso et al.,
2013; Arunachalan et al., 2013; Mokhtar

et

al., 2014; Webster

el

al., 2014; Shehu &

Mahmood, 2014b). To deal with this, Mamun et al., (2018), and Herath and Mahmood
(2013) suggested a media tor variable inclusion between strategic orientations and firm
performance relationship. This is supported by Shehu and Mahmood (2014a), who
recommended the inclusion of mediation effect of TQM on the linkage between strategic
orientations and performance of SMEs in future studies.

Meanwhile, some other studies revealed consistent findings between the TQM and
organizational performance (e.g. Singh el al., 2018; Sahoo & Yadav, 2018; Almansour,
2015; Talib et al., 2013; Kober,

et

al., 2012; Valmohammadi, 2011; Duarte et al., 2011;

Samson & Terziovski, 1999; Yeung & Chan, 1998). In this respect, Jabeen

et

al., (2014),

Zhang et al., (2012), Santos-Vijande and Alvarez-Gonzalez (2007) and Ehigie and
McAndrew (2005), recommended a moderator variable in the relationship between TQM
and organizational performance as such could offer a better explanation association. Based
on the suggestions and inconclusive findings, this research contributed by extending the
knowledge body by adding mediator and moderator which other studies failed to consider
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(Amin et al., 2016; Almansour, 2015; AI-Ansaari et al., 2015; Shehu & Mahmood, 2014a;
Ogbonna & Ogwo, 2013; Fening, 2012; Aziz & Yasin, 2010; Bhuian & Habib, 2005).

Another important contribution of this study is the context. It is debated by Martens et al.,
(2016), Shah et al., (2015), Eggers et al., (2013 ), Wales et al., (2011) and Raju et al., (2011)
that most strategic orientation literature was conducted in the US or other developed
economies. Furthermore, previous studies such as AI-Dhaafri et al., (2016), Sb.ah et al.,
(2015), Arshad et al., (2014), and Raju et al., (201 I) suggested that future studies should
be done on the effects of EO and MO on firm performance of developing countries.
Therefore, this study is conducted in the KSA's manufacturing SMEs sector, thereby
adding to the existing body of knowledge and bridging the gap that exists outside the
Western Nation. Consequently, the Arab World is hoped to go a long way to uplift the
profile of Arab countries-based research in the area explored. More specifically, this study
supports the arguments by Jogaratnam (20 I 7), Buli (2017), Boso et al., (2013), Razak
(201 I), Awang et al., (2009), and Li et al., (2008) that SMEs sector can gain a competitive
advantage and long-term survival, consequently improving their performance through the
adoption of EO and MO.

Furthermore, the inclusion of TQM as a mediator, as well as investigating the causal
linkage between EO, MO and performance is likely to contribute to the body of knowledge.
To this end, the study's outcomes confirm that there is a causal positive relationship
between EO, MO and TQM and also between TQM and perfonnance. In line with this,
finding helps to fill the gap in the area by looking at the mediating effect of TQM on the
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relationship between EO, MO and performance. Subsequently, earlier studies suggested
examining the intervening variables between EO, MO and SMEs' performance, it will
contribute to understanding how EO and MO affect performance (Maroun et al., 2018;
Shehu & Mahmood, 2014a; Herath & Mahmood, 2013).

Indeed, the TQM appears to be partial mediators in the relationship between EO and
organizational performance of SMEs as well as being full mediators in the relationship
between MO and organizational performance of SMEs. This is an important finding that
adds to the literature in the SMEs sector and in particular the manufacturing SMEs. In
addition, the present study revealed the moderating effect of OC on the relationship
between TQM and performance. The findings showed that the supportive OC should be
the first stage in order to successfully implement TQM (Karimi & Kadir, 2012). In other
words, weak OC and its incompatibility with TQM initiatives may lead to positive results
(Roldan et al., 2012). Nevertheless, this study revealed that OC of the manufacturing SMEs
in the KSA impedes successful TQM implementation.

For the last point of view, the study provides empirical evidence to support the RBV theory,
contingency theory, and IO theory. The RBV theory focuses on internal resources in an
organization as the major determinant of competitive success (Penrose, 19 59). Therefore,
based on this theory, resources could expand further including all capabilities, assets, firm
attributes, organizational process, information and knowledge, hence, firms' success
depending on the abilities, competencies and skills in improving management of the
resources that help them to construct a sustainable competitive advantage (Barney, 1991;
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Grant, 1991 ). In addition, the basic idea of contingency theory is that an organization is
faced with different strategic choices. The theory has equally argued that organizations can
achieve improvement in their performance if they effectively align their key organizational
variables (Naman & Slevin, 1993).

In line with the contingency theory, the relationship between the two variables is dependent
on the level of a third variable and which therefore suggests that introduction of a
moderating variable into such a relationship may elicit the clear understanding and prevent
any form of the conclusion that may be misleading about the contingent relationships
(Baier, 2008; Venkatraman, 1989). While, the IO theory comes from the fact that business
competition is stimulated by external market/industrial environmental factors (Zou &
Cavusgil, 1996). The conceptualization of IO theory argued that the success or
performance of an organization can be elucidated by the competitive structural forces that
influence the operation and orientation of organizations.

In this case, the findings indicate that when the EO and MO are integrated into and
internalized by the TQM, as well as with the supportive OC, then the organization will
create an organizational capability to foster organizational performance and, consequently,
a source of sustainable competitive advantage. In sum, within the premises of RBV theory
and contingency theory and IO theory, this study found empirical evidence that SMEs'
performance can be explained by aligning three strategies, EO, MO and TQM together that
have been moderated by the OC. The next section presents the methodological
contributions of this research.
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5.4.2 Methodological Contribution

Besides the aforementioned theoretical contribution, this study attempted to significantly
contribute methodologically. As mentioned previously, the scales employed in this study
were adapted from various studies as highlighted in the earlier section. Hence, there was a
need to cross-validate the measurement scale in order to confirm its validity and reliability.
For that, Cronbach's Alpha reliability, composite reliability, convergent validity and
discriminant validity were all calculated and found to be above the minimum threshold in
all cases; this can argue contributing methodologically.

Likewise, the measurement model was also examined to test the unidimensionality of the
variables. Hence, the study contributes methodologically by empirically establishing the
reliability and validity of the adapted scales in the context of the SMEs in the KSA. The
PLS confinnatory and validation processes of the measurements for this study represent
methodological contributions to the literature on EO, MO, TQM, OC and SMEs'
performance by providing additional validation about the constructs in a new methodological perspective.

In addition, the current study also established EO, MO, TQM and OC related variables,
whereby to the researcher knowledge, combinations of these variables in one framework
as in this study are new. According to Podsakoff, MacKenzie, Lee and Podsakoff (2003),
all variables were drawn from different sources thereby minimizing the common problem
method bias. This has gone a long way in ensuring significant methodological contribution.
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Previous researches on EO, MO, and performance have utilized the analytical tools such
as SEM AMOS and SPSS to calculate the findings (Staniewski et al., 2016; RodriguezGutierrez et al., 2015: Shehu & Mahmood 2014a; Hilman & Kaliappen, 2014; Wilson et

al., 2014; Jia et al., 2014; Shin, 2012; Cheng & Krumwiede, 2012). This research explored
a fairly new tool of analysis (i.e., PLS) to describe the structural linkage of the constructs
of this research. The PLS tool is a universal model that contains principal component
methods, multiple regressions, canonical correlation, and multivariate analysis of variances
among others. Hence, the use of PLS has some essential methodological implications.

5.4.3 Managerial and Policy Implications

The objectives of the study are to enrich managerial understanding regarding EO, MO,
TQM and OC, specifically in relations to the development of the model and results of the
hypotheses testing. It offers understanding into SMEs' performance in the KSA from the
perspective of EO, MO, TQM and OC. Using the results, managers could enhance their
SMEs' performance and, thus, ensuring the SMEs' survival in this highly competitive
marketplace. Furthermore, the study provides empirical evidence that EO is significantly
related to SMEs' performance that can be used by managers/owners ofSMEs and improve
their SMEs' performance. This empirical finding as well supports that the SMEs' ability
on the strategic action through innovativeness and proactiveness as well as the willingness
to take some reasonable risk may lead to the success of an organization. This contrasts with
the MO, the result was found not to be significantly related to performance in the KSA's
SMEs. Therefore, in line with this, managers/owners SMEs should be more focus on, and
understand the MO, this leads SMEs to acquire the ability to discover and exploit
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opportunities as well as utilize existing capabilities to respond to the competitive firms'
aims, hence, improved SMEs performance. Meanwhile, the empirical findings have
significant implications for EO and MO development io the SMEs. Hence, the
implementation and development of factors ofEO and MO, in this case, SMEs require to
persevere, creative and consistent in their efforts, moreover, providing resources to be
invested in their products/services.

Based on the empirical results, it has been confinned that there is a causal positive
association between EO and SMEs performance. This means that the more SMEs through
EO can obtain new ideas, explore opportunities for new services and products and through
which they are able to quickly respond to customers' aspirations and demands more than
competitors if applied in the firm on the correct path with the assist of the TQM (Sahoo &
Yadav, 2017; Buh, 2017; AL-Dhaafri et al., 2016; Lumpkin & Dess, 2001; 1996). From
empirical findings, it has been discovered that MO has a positive significant causal effect
on TQM. The implication of this is that the more SMEs in the KSA, the linking between
both MO and TQM is complementary to achieve competitive advantage (Wang et al.,
2012).

The findings from this research also revealed a significant positive causal relationship
between TQM and SMEs' performance. The results of this study would contribute to
managerial implications and encourage the SME managers/owners to implement TQM to
create competitiveness and improve performance. In other words, TQM is an essential
factor for the KSA SMEs to consider in order achieve. Therefore, SMEs of the KSA should
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strive to implement TQM as a competency within the firms to achieve the competitive
advantage and contribute to enhancing performance.

The empirical finding has established that TQM can improve the performance of SMEs,
and plays a significant role in the relationship between EO, MO and SMEs' performance.
More specifically, the effect ofTQM rises to the level that MO affects significantly on the
performance of SMEs only when TQM exists. In line with this, this study proposes that
SMEs' managers/owners can improve TQM to enhance the effect of EO and MO.

Meanwhile, the findings of this study confirmed that OC negatively moderates the TQM
and SMEs' performance relationship. Therefore, the effectiveness ofTQM depends on the
prevailing OC (Cameron & Quinn, 1999; 2006; Chapman et al., 1991). In other words,
unless the OC is consistent with the initiatives of TQM, positive results were less likely
(Roldan et al., 2012). According to Aichouni et al., (2014), that OC is a real barrier that
prevents the implementation of the quality management system and quality tools in the
KSA. Moreover, in the KSA firms, the process of improving performance cultural issues
are an important challenge (Idris, 2007; Assad, 2002). Aichouni et al., (2014) suggested
that changing OC through training and awareness programmes at both leadership and
technical levels is a key factor towards the successful implementation of quality
management.

In addition, the findings of this study would be of importance to policy makers such as the
SME development agencies in the KSA. As the strategic orientations are vital issues need
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to consider in sound business management, some concept used in the study can be
considered in curriculum design and other training programs. To further, the finding is
equally relevant to the government and financial institutions, thus continuing support and
assistance would certainly assist SMEs to fully embrace innovation, proactiveness while
designing and implementing marketing programmes effectively, TQM initiatives and
establish a supportive quality cultures and, hence, permit them to undertake some risky
ventures with high level of possible profits.

Overall, the practical findings of the study suggest that SMEs' owner/managers are looking
to improve their performance by using EO and MO. Besides that, SMEs should be
implementing TQM in order to improve the effect of EO and MO and consequently
improve their performance. In addition, they should take necessary actions in building a
supportive OC to implement TQM. This would help them develop good strategies
regarding the development of their respective businesses so as to be relevant as well as
obtain a potential competitive advantage.

5.4.4 Implication to the National Economic Growth

The present study highlighted the specific alignment of EO, MO, TQM _and OC which
could lead to the superior organizational performance of SMEs in the KSA manufacturing
sector. The KSA government realizes the importance and challenges faced by SMEs.
Currently, under Saudi Vision 2030, the KSA government objective is to increase the
manufacturing sector contribution to GDP from 11 % to 20% by 2020 as well as increase
SMEs contribution in GDP to 35%. Besides that, to also reducing unemployment rates in
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the Saudi labour market from 12.8 % to 7 % by 2030, based on SMEs, which is a major
generator of jobs in the KSA business sector. Meanwhile, assist the KSA to realize its
aspiration of becoming the top 10 in the Global Competitiveness Index by 2030 as well as
upgrade the KSA status to rank among the best performing 30 industrial countries by 2020.

Therefore, the SMEs in general, as well manufacturing SMEs in particular, are playing a
vital role in achieving this aspiration. The SMEs sector has been one of the strongest pillars
that help to diversify the economy in the Saudi Vision 2030 in order to "Reduce the
Dependency on Oil". By developing the SMEs industry, an increase the job creation,
productivity and then the growth of GDP can be expected.

In this regard, the managerial activities require more practices in order to provide right
strategic orientation to the SMEs to attain success in the future. Regarding this matter, EO,
MO, TQM and OC are significant factors to gain the competitive advantage and superior
organizational performance in the KSA manufacturing SMEs. Having elaborated the
contributions of this study, the following section discussed the limitation of this study.

5.5 Limitations of the Study

This study, despite providing good insights and several theoretical and practical
contributions to managers/owners of the SMEs in the KSA, such as any other research, this
study has various restrictions that ought to be considered when explaining the findings.
According to Dolen, Ruyter and Lemmink (2004), one of the strengths of any study is to
recognize its limitations.
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This study only used the self-reported technique to collect the data. All measures of EO,
MO, TQM, OC and organisational performance were evaluated by managers/owners of
SMEs in the KSA. Hence, there are possibilities for systematic bias to occur where the
same respondent answered the independent and dependent variables. This method is widely
utilised in strategic orientation (Amin et al., 2016; Al-Ansaari et al., 2015; Frishammar &
Andersson, 2009). Despite concern about bias, owners/managers being the strategic head
of the firm, in particular in SMEs, remain the most effective and reliable mechanism to
assess management behavior.

According to Podsakoff et al., (2003) in order to reduce common method bias, researchers
should collect data for analysis of constructs under study at different times. Accordingly,
in order to safeguard this study against common method bias, data were collected at
different times.

Similarly, this study used a cross-sectional collection of data instead of the longitudinal
approach, which collects data over a long period. The cross-sectional approach, however,
provides an instantaneous look at the investigated incident, where measurement data were
gathered at the same time. In other words, there are concern for using the cross-sectional
approach due to the changes over time that occurs in the constructs under investigation
such as EO, MO, TQM, OC and performance. In addition, changes in the economic
environment could also result in a change in the constructs ofthis research. Moreover, this
research utilized a quantitative approach to accomplish its objectives. Even so, because of
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the nature of a study such as this, which has limited time for completion, a longer time
frame for collection of data (longitudinal) is not possible.

Furthermore, the study focused on the manufacturing sector SMEs in the KSA. It means
that the results of this research cannot be generalized for SMEs in the other sectors in the
KSA. In addition, the KSA is developing country, where the culture dimensions as well as
beliefs are localized and distinct from the global business culture, thus, the findings in this
study may be not applicable to other national or cultural contexts.

Finally, the mediating and moderating variables that are involved in the study were chosen
according to the recommendations in the literature and based on the practical issues, it is
expected that other variables such as cultural factors and environmental factors could also
influence the association between strategic orientation and organizational performance of
SMEs. According to previous studies (Shirokova et al., 2015; Rosenbusch, Rauch &
Bausch, 2013; Boso et al., 2013; Raju et al., 2011), the situation of the environmental
factors may influence the effect of strategic orientation and organizational performance, as
well as cultural factors, maybe lead to the success of strategic orientations among
developing and developed nations.

5.6 Recommendations for Future Research

In line with the above limitations highlighted, recommendations and suggestions for future

studies are provided. The self-reported approach was used to collect the information
regarding the variable of this study, thus, future research should combine both self241

reporting and supervisor rating. Moreover, given the significance of research on the
influence of EO, MO, TQM, OC and performance on stakeholders (e.g., employees) from
the firm to eliminate common method bias, hence, researchers should have explored SMEs'
employee reactions to EO, MO and related organizational activities. In addition, future
studies may focus on how to SMEs' practices of strategic orientation by using or including
other methods like a qualitative, mixed method, using companies' annual reports or content
analysis of companies' website reporting in order to triangulate the findings.

Moreover, the cross-sectional design was used in this research, thus, longitudinal studies
conducted by future researchers would facilitate better comprehension of the EO and MO
processes as it could assist in the development of entrepreneurial ventures and measure
MO effects at different times. This would help provide adequate information about
variations in SMEs' performance through different stages. Meanwhile, this study used only
manufacturing SMEs in the KSA as target respondents, so future studies should explore
the potential of applying the suggested model to different industry sectors such as service
industry, banking industry, and food industry and, particularly, in other developing
countries. When this is done, it will assist more in the application of EO, MO, TQM, and
OC in other non-Western business environments, especially in different industries.

Future studies can also be done through the inclusion of some factors such as cultural and
environmental factors that effect on the linkage between EO, MO and perfonnance of
SMEs, to provide further useful insights. The present study has, however, helped to resolve
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I

some of the unpredictability and bridged the gap in the previous literature by adding to the

.

I

body of knowledge regardmg EO, fvfO, TQM, OC and SMEs performance.

5. 7 Conclusion

I

This study investigated the impact f EO, MO and TQM on SMEs performance in the
KSA. It also examined the mediating effect ofTQM on the relationship between EO, MO
and SMEs' performance. As well as[ examined the moderating of OC on the relationship
between TQM and SMEs performj ce. It provided significant contributions by offering a
superior understanding of the inf11ence of EO, MO on SMEs' performance and the
mediating role of TQM on the relatlonship between EO, MO and SMEs performance as
well as moderating effect ofOC on t le relationship between TQM and SMEs' performance
in the SMEs sector which has, to dat , received little attention in the literature.

Based on the previous research fin · gs, the conclusions of this study are as follows: EO
has a significant positive causal a~sociation with performance. However, MO has no

I

significant association with perform ce in the context of the KSA SMEs. Similarly, EO
and MO have a significant positive elationship with the TQM at the same time, TQM is
related to performance. In addition, e current research has contributed to knowledge body
through providing empirical evide ce about the mediating influence of TQM on the
relationship between EO, MO an , performance, nevertheless, the findings showed
negative the moderating effect of O on the relationship between TQM and performance.
Importantly, using a newer context ( SA) and setting SMEs, EO, MO and TQM initiatives
may be viewed as important in con · . uing and improving business performance.
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The theoretical framework of this study was developed from based on the literature
reviewed, which covers the key constructs, such as EO, MO, TQM, OC and performance.
Therefore, the attempt was made in the previous chapter to relate the constructs in the
conceptual model to those in the underpinning theories (RBV theory, contingency theory
and IO theory). Furthermore, the results of the study indicate that the conceptual model,
which is in line with the theories sufficiently, fits the empirical data. Hence, it can be
concluded that the study finding validates the underlying theories used.

The researcher hopes that the results of this empirical study highlight new insights about
EO, MO, TQM, OC, and SMEs' performance. In addition, from the perspective of SMEs
in the KSA, the findings should assist manager/owners to make strategic decisions in order
to boost the performance. Therefore, the current study analysis and findings will strengthen
competitiveness and performance of the KSA's SMEs that will assist to achieve the KSA
National Transformation Program by 2020 as well as Saudi Vision 2030.
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industries

Lumpkin and Dess (2001)

Bhuian and Habib (2005)

Tang et al., (2007)

Hughes and Morgan (2007)

Urban (2008)

Two dimensions ofEO
(proacti veness and
aggressiveness) and
organization
performance, with
moderating industry life
C):'.cle and environment.
Entrepreneurship and
MO and organizational
,erformance.
EO and performance

Dimension ofEO (Risktaking, Innovativeness,
Proactiveness,
Competitive
aggressiveness and
Autonomy) and
,erformance
Dimension of EO
(Innovativeness,
.E,roactiveness and risk-

Country

Key findings

Swedish

The positive and significant effects of
knowledge based resources and
Entrepreneurial orientation on performance
Proactiveness was positive linked to
performance, but aggressiveness was weakly
related with performance.

USA

Manufacturing

KSA

A significant associated entrepreneurship with
organizational performance.

State-owned
enterprises and
privately-owned
ente rises.
High technology

China

Positive influence ofEO on performance

UK

Mixed results (proactiveness and
innovativeness positive effect on performance,
while risk-taking a negative relationship with
business performance). Further, competitive
aggressiveness and autonomy are not
correlated with performance.

South
African

EO is positively associated with overall firm
performance .

Industry
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Author (Year)

Awang et al., (2009)

Fairoz et al., (2010)
Lan and Wu (2010)
Smart and Conant (2011)
Kraus et al., (2012)

Fatoki (2012)

Dada and Watson (2013)
Mahmood and Hanafi (2013)

Bakar and Mahmood (2014)

Variables
taking) and finn
rformance.
Dimension of EO
(Autonomy,
Innovativeness,
Proactiveness, Risk
talcing and Competitive
aggressiveness) and
performance
EO and business
performance
EOand
internationalization
EO and organisational
performance
Dimension ofEO
(innovativeness,
proactiveness and risktaking), Environment
and Eerformance
EO, Debt
Finance and
Performance
EO and performance
EO, competitive
advantage and firm
erformance
transformational
leadership, corporate

Context

Country

Key findings

Industry
(manufacturing,
general business
such as
wholesaling,
retailing and
restaurant and
a ricultural
Manufacturing

Malaysia

Mixed results (a significant association
(Autonomy, Innovativeness, and Proactiveness
and a firms' performance). While, risk taking
that showed negative relation to performance.

Sri Lanka

Manufacturing

China

Retailers

UAS

Banks

Dutch

NIA

South
African

A positive significant relationship EO and
business performance.
EO is positively related to with
internationalization.
EO have a stronger effect on organisational
perfonnance.
Mixed results (innovativeness and risk-taking
are not significantly associated with the
business performance). However,
proactiveness is significantly and positively
associated with business performance
A significant positive association between EO
and performance.

Franchisors

UK

Industry

Malaysia

Education

Malaysia
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EO is positively related to
,erfonnance
A positive relationship between EO and firm
performance
A strong positive association between
corporate entrepreneurship and performance

Author (Year)

Shehu and Mahmood (2014c)

Tang et al., (2008)
Andersen (20 IO)
Messersmith and Wales (20 I I)

Ambad and Abdul Wahab
(2013)

Filser and Eggers (2014)

Bhuian ( 1997)

Variables
entrepreneurship and
,erformance
EO, business
environment and
•erformance
EO and firm
2erformance
EO and firm
2erformance
EO, High performance
work systems and sales
;rowth
Dimension of EO
(innovativeness,
proactiveness and risktaking) and finn
,erfonnance.
EO (innovativeness risktaking and
proactiveness) and firm
perfonnance

Context

Country

Key findings

NIA

Nigeria

A significant positive relationship between EO
and perfonnance

NI A

China

Manufacturing

Sweden

high-technology

VAS

A negative relationship between EO and
2erforrnance.
a negative correlation between EO and
performance
a non-significant relationship between EO and
finn growth

Industrial

Malaysia

Mixed results (innovativeness and risk taking
were positively related to firm performance).
Proactiveness was not a
significant relation to performance.

Service and
Industry

Austria
and
Hungary

Mixed results (positive relationship between
innovativeness and risk-taking and
perfonnance). Negative relationship between
proactiveness and performance.
MO is not correlated with bank performance
(ROA, ROE, and sales-eer-em2loi'.ee)
A positive function of organizational
Eerformance with MO.
A strong positive relationship between MO and
organizational perfonnance.

Banlcs

KSA

Bhuian, ( l 998)

MO and bank
eerformance
MO and performance

Manufacturing

KSA

Subramania and Gopalakrshna
(2001)

MO and organizational
performance

Manufacturing
and Service

India

Agarwal et al., (2003)

MO, innovation and
,erformance

Hospitality

UAS
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MO is positively related to performance.

Author (Year)

Variables

Context

Country

Key findings

Zhou et al., (2008)

MO, Job satisfaction,
product quality and firm
,erformance
Dimensions of MO
( customer orientation,
competitor orientation
and inter functional
coordination) and
organizational
,erformance
MO, service quality and
organizational
,erformance
MO and performance

Manufacturing

China

A significant positive relationship between MO
and performance.

NIA

Malaysia

Dimensions MO (customer orientation,
competitor orientation and inter functional
coordination) had a positive relationship w ith
the organizational performance.

Service

Malaysia

MO a significant effect on organizational
performance.

Manufacturing

Kenyan

A positive and significant relationship between
MO and eerformance
The results showed six factors effect of market
oriented, limiting rules and regulations,
strategic competition, marketing planning
culture, financial resources as well as top
management on tourism indust!}:
A strong relationship between MO dimensions
and corporate performance.

Muhammad (20 IO)

Ramayah et al., (2011)

Charles et al., (2012)
Bagheri et al., (2013)

Tested factors effect MO
in tourism industry.

Tourism

KSA

Ogbonna and Ogwo (2013)

Dimensions of MO
( customer orientation,
competitor orientation
and inter functional
coordination) and
corporate eerformance
MO, alliance orientation
and business
,erformance

Insurance

Nigeria

Medical
biotechnology

Canada

Wilson et al., (2014)

315

significant and positive association between
MO and performance

Author (Year)

Variables

Context

Country

Key findings

Al-Ansaari et al., (2015)

Strategic orientation
(market orientation,
technology and alliance
orientations)_ and
SMEs :eerfonnance
corporate social
responsibility (CSR),
MO and eerformance
Dimensions of MO
(Customer orientation,
competitor orientation
and inter functional
coordination .
Dimensions of MO
( customer competitor
orientation,
information
dissemination and inter
functional coordination),
external environments
and business
,erformance
Dimensions of MO
(Customer competitor
orientation, information
dissemination and inter
functional coordination),
firm resources,
environmental factors
and manufacturing
,erformance.

service and
manufacturing
industries

UAE

market orientation has a positive effect on
business performance

Industry

KSA

A positive effect of MO and CSR on the firm
performance

Banks

KSA

The MO level in Saudi banks sector is founded
to be medium.

Agri-food

Malaysia

Mixed results ( customer competitor orientation
and information dissemination positively
related to business performance). While, interfunctional was not a
significant relation to business performance

Manufacturing

India

Mixed results (a positive association between
customer orientation and inter-functional
coordination and manufacturing performance).
Whereas, competitor orientation was not a
positive impact on manufacturing performance.

Albahussain (2015)

Missaoui and Saidi, (2015)

Aziz and Yasin (2010)

Gaur et al., (2011)
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Author (Year)

Variables

Context

Country

Key findings

Suliyanto and Rahab (2012)

MO, learning orientation
and organization
performance

Technologyintensive

Indonesia

MO is incapable to directly increase business
performance without the mediation of
innovation

Shehu and Mahmood (2014b)

MO, business
environment and firm
,erformance.
MO and ~rformance
TQM factors and
organizational
,rfonnance
TQM and organizational
performance
Quality management
practices and
eerformance and
TQM and Performance

NIA

Nigeria

Insignificant relationship between MO and
firm performance.

NIA
NIA

Mala~sia
Greek

Mixed results between MO and eerformance
TQM factors positive effect on organization's
performance.

Manufacturing

Iran

Industry

Ghana

A significant relationship between TQM
eractices and organizational eerformance.
Quality management practices positive impact
on the performance and growth

Manufacturing

Ghana

Industry

Brazil

NIA

UAS

Mixed results between TQM and performance.

Manufacturing

Australia
and New
Zealand
Canada

Mixed results between TQM and operational
performance

Mokhtar et al., (2014)
Fotopoulos & Psomas (2010)

Valmohammadi (2011)
Fening (2012)

Ag bola (2013)
Duarte et al., (2011)

Kaynak (2003)
Samson and Terziovski,
(1999)
Kim et al., (2012)

Quality management,
just in time, ISO
certification, services
outsourcing and
financial eerformance
TQM and firm
,erformance
TQM and operational
performance
Quality management
eractices and innovation

Manufacturing
and Service

317

A statistically significant association between
the imelementation ofTQM and Performance.
A negative relationship between quality
management and financial performance.

A positive relationship between Quality
management eractices and innovation.

Author (Year)

Variables

Fernandes et al., (2015)

Higher education
Quality, EO and
perfonnance
and Logistics
MO, just-in-time (JIT),
Manufacturing
TQM,agile
manufacturing and
guality erofessionals
Service
TQM, MO and service
uali
Hospitality
TQM, MO and hotel
eerfonnance
The investigated of
manufacturing
quality control practices
in the manufacturing
industries
Healthcare
TQM and employee
emeowerment.
TQM and organiz.ational Telecommunicati
on industry
eerformance
The evaluated the degree Construction
of readiness of Saudi
construction firms
towards the
implementation of QMS
and the proper use of
uali tools.
TQM and performance
Industrial

Zelbst et al., (2010)

Lam et al., (2012)
Wang et al., (2012)
Rahman and Attar (2009)

Sweis et al (2013)
Mohammed et al., (2014)
Aichouni et al., (2014)

Almansour (2015)
Xenikou and Simosi (2006)
Yarbrough et al., (20 11)

cultural orientation and
business ~rformance
Product market strategy,
OC and ~rformance

Context

Country

Key findings

Portugal

QM positively influences
entreereneurial orientation.
MO positively impacts on TQM

VAS

Malaysia
China
KSA

KSA
KSA
KSA

KSA

Financial

Greece

Trucking industry

VAS
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TQM has a significant and association whit
MO
TQM significantly and positively affects both
hotel eerformance and MO
The results showed a low level awareness of
TQM implementation and its benefits in
companies in KSA.
Results indicated that TQM practices have
imeact on emelo:tee emeowerment.
A significant relationship between TQM
eractices and organizational eerformance
The results showed a high degree of
misunderstanding of QMS strategies, tools and
techniques in construction firms. As well as the
organiz.ational culture represents a real barrier
impeding the implementation of QMS and
quality tools in the Saudi construction sector.
A positive and significant relationship between
TQM and firms ' eerformance
cultural orientation had a significant and direct
effect on business eerformance
A significant relationship between OC and
eerformance.

Author (Year)

Variables

Context

Country

Key findings

Al-Adaileh and Al-Atawi
(2011)

organizational culture
and knowledge
exchange erocess
Existence of a distinct
organisational culture
and perceived culture
!J:ee.
Human Resource
Management Practices,
OC, Organisational
Innovation and
Knowledge
Management on
Organisational
Performance
BSR, OC and
perfonnance

telecommunicatio
n

KSA

construction

GCC

A significant relationship between
organizational culture knowledge exchange
erocess.
OCAI a useful tool to detennine a profession's
culture and the group and hierarchy cultures
are dominant culture types among construction
eroject managers in the GCC countries.
positive relationship between OC and
performance

Jaeger and Adair (2013)

Al-bahussin and El-garrahy
(2013)

Gorondutse and Hilman
(2014)
Valmohammadi and
Roshanzamir {2015~
Amin et al., (2016)
Sahoo and Yadav (2017)
Singh et al., (2018)

Organizational culture,
TQM and performance
EO, MO and SMEs
eerformance
EO, TQMand
performance
TQM and perfonnace

(Kuwait,
Saudi and
AUE~
NIA

KSA

NIA

Nigeria

Pharmaceutical

Iran

Manufacturing

Malaysia

Manufacturing
SMEs
Manufacturing
and Service

India
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India

OC mediates the relationship between
commitment and performance. Also, OC
si~ificantll'. influence on eerformance.
A positive direct effects of culture and TQM
on eerformance.
MO significantly and positively affects on
SMEs eerfonnance
A positive and significant relationship between
EO, TQM and performance
A significant and positive relationship between
TQM and performance

Appendix B: Questionnaire-English Version

UNlVERSITI UT ARA MALA YSlA
College Of Business

Cover Letter
Dear Sir/Madam
RESEARCH ON ENTREPRENEURIAL ORIENTATION, MARKET ORIENTATION, TOTAL
QUALITY MANAGEMENT AND ORGANIZATIONAL CULTURE

The purpose of this research is to investigate the strategic relationship of entrepreneurial
orientation, market orientation and total quality management on SMEs performance. As well as
organization culture as moderating on the relationship between total quality management and
SMEs performance. Essentially, this research is from a strategic management perspective on
SMEs manufacturing of kingdom ofSuadia Arabia. Thus, your company is selected randomly to
participate in this research.

I sincerely seek your kind assistance in completing the self-explanatory questionnaire (it should
take less than 15 minutes of your precious time). I assure you on a complete confidentiality of the
data given. The result of this questionnaire will be used solely for academic research purpose and
will not be revealed to other companies.
Kindly help me in this vital research. Please do not hesitate to contact me, if you have any
confusion about this research.
Your cooperation and support in this matter is highly appreciated.
Thank you
Sincerely,
Prof. Dr. Haim Hilman Abdullah
PhD Supervisor
Dean School of Business Management
College of Management
Universiti Utara Malaysia
Email: hilman@uum.edu.my

Gama! Abdualmajed Ali
PhD Candidate
School of Business Management
College of Management
Universiti Utara Malaysia
HP: 006 012-4866945
Email: gamal200941 @hotmail.com

320

Survey Questionnaire
SECTION A: DEMOGRAPIDC PROFILE
INSTRUCTIONS:
This questionnaire consists of six sections. Please read the questions carefully before answering them. Where
appropriate, please tick(✓) in the box provided. Your honest and sincere response is highly appreciated.

A. Owner/ Manager's Profile
l.

2.

Gender
Female

D

0Male

D

□ 36-45

18-25
□ 26-15

3.

4.

5.

B.
1.

El

Education
Below High School
High School

D
D

Owner/Manager's Tenure
Under l year
1-5 years

D

D
D

D

c.

Location
Riyadh

D

Type of industry
Food and beverage
Packaging
Plastic products
Wood and furniture
Metal products

D

D
D

Doctorate

D

More than I 5 years

D

Other ..... ....... .

5-IOyears
11 -15 years

CJ

D
□
D

201-2s2
226-250
Above 250

D

16 -20 years

0Makkah

0Eastem

D
D
D
D

56-64
64 and above

D

101 -125
126-150
151 -175
□ 116-200

How long is your firm in the business?
Under 5 years
21 years and above

D
D

D

§

§

3.

6-10 years
11- 15 years

0Manager

Firm's Profile
Number of Employees
Below 25 Employees
25-50
51-75
□ 16-100

2.

Bachelor's Degree
Master's Degree

Job Status

□ owner

0

□ 46-55

Textile, garments and leather
Chemical and petrochemical
Electrical and Electronics
Machinery and equipment
Other ......... ... .
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SECTION B: ENTREPRENEURIAL ORIENTATION
INSTRUCTIONS:
Please indicate your answer by circling the appropriate number based on current entrepreneurial orientation of your
company.
Strongly
Disagree
1
37.
38.
39.
40.
41.
42.
43.
44.

45.

Disagree

Somewhat
Neutral
Somewhat Agree
Disagree
2
3
4
5
ENTREPRENEURIAL ORIENTATION
Our company has marketed many new lines of products or services in
1
the past 5 years.
In our company, we believe that changes in the product/service lines
I
have usually been quite dramatic.
In general, we favour a strong emphasis on research and development,
1
technological leadership and innovations.
In dealing with competitors, our company typically adopts a very
1
competitive, 'undo the-competitors' posture.
In dealing with competitors, our company typically initiates actions
l
which competitors then respond to.
1
In dealing with competitors, our company is very often the first to
introduce new products and administrative techniques.
Our company has a strong tendency for high risk projects (with chances
I
of very high returns).
When confronted with decision making situations involving uncertainty,
1
our company adopts a bold strategy in order to maximise the probability
of exploiting oooortunities.
When confronted with decision making situations involving uncertainty,
1
our company adopts a cautious 'wait-and-see' strate2v.

Agree

Strongly
Agree
7

6
2

3

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

2

3

4

5

6

7

SECTION C: MARKET ORIENTATION
INSTRUCTIONS:
Please indicate your answer by circling the appropriate number based on current market orientation of your
company.
Somewhat
Somewhat
Neutral
Agree
Disagree
2
3
4
5
MARKET ORIENTATION
46. The accomplishment of our objectives is based on the satisfaction of our
customers.
47. Our business strategies are driven by our belief that how we can create
greater value for customers.
48. We closely monitor and assess our level of commitment in serving
customer's needs.

Strongly
Disagree
1

Disagree
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Agree

Strongly Agree

6

7

1

2

3

4

5

6

7

1

2

3

4

5

6

7

1

2

3

4

5

6

7

49. Our company's strategy for competitive advantage is based on our
understanding of customer needs.
50. We evaluate customer satisfaction continuously and systematically.

1

51. Our company provides after sales service for customers.

7

2

3

4

5

6

1

2

3

4

5

6

7

I

2

3

4

5

6

7

52. Our sales people share information about competitor's strategies.

I

2

3

4

5

6

7

53. We respond rapidly to competitive actions.

l

2

3

4

5

6

54. We regularly discuss information with our employees concerning
comoetitor's strengths and weaknesses.
55. Customers are targeted when we have an opportunity for competitive
advantage.
56. In our company, business functions within are integrated to serve the
target market needs.
57. lnfonnation about customers is freely communicated throughout our
company.
58. We regularly visit and talk to our main customers.

I

2

3

4

5

6

7
7

1

2

3

4

5

6

7

1

2

3

4

5

6

7

I

2

3

4

5

6

7

I

2

3

4

5

6

7

1

2

3

4

5

6

7

I

2

3

4

5

6

7

59. We share programs and resources with other business units in the
company.
60. Our managers understand how employees can contribute to creating
customers value.

SECTION D: TOTAL QUALITY MANAGEMENT
INSTRUCTIONS:
Please read the following statement and circle the number that most accurately reflects your opinion on each
statement.
Neutral
Somewhat
Somewhat
Agree
Disagree
4
5
l
2
3
TOTAL QUALITY MANAGEMENT
61. In our company, quality is a part of the way we do things.

Strongly
Disagree

Disagree

Agree

Strongly Agree

6

7

62. In our company, we promote quality improvement efforts.
63. In our company, activities are encouraged to change and implement
a culture of improvement, learning, and innovation towards
'excellence'.
64. In our company, employees have the opportunity to share in and are
encouraged to help the organization implement changes.
65. In our company, there is a high degree of unity of purpose we have
eliminated barriers between individuals and/or departments.
66. In our company, we encourage employees to take strategic
perspective.
67. In our company, we actively and regularly seek customer inputs to
identify their needs and expectations.
68. Customer needs and expectations are effectively disseminated and
understood throughout the workforce.
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1 2
1 2
1 2

3

4

5

6

3

4

5

6

3

4

5

6

7
7
7

2

3

4

5

6

7

1 2

3

4

5

6

7

1 2

3

4

5

6

7

1 2

3

4

5

6

7

1

--

69. In our company, we involve customers in our product design
processes through feedback in order to build more of a culture that is
based on customer satisfaction and identify opportunities for
innovation.
70. In our company, we always maintain a close relationship with our
customers and provide them an easy channel for communicating
with us.
71. In our company, we have an effective process for resolving
customers' complaints.
72. In our company, we systematically and regularly measure
customers' satisfaction in order to work on meeting customers'
requirements and exceeding their expectations in the future.
73. In our company, we have a mission statement which has been
effectively communicated to all the employees and gained their
support.
74. In our company, we have comprehensive planning process which
sets and reviews short and long-term goals.
75. Our plans focus on the achievement of the best practice, to achieve
the main strategic goals.
76. When we develop our plans, policies, and objectives, we always
incorporate customer requirements, supplier capabilities and the
needs of all stakeholders, including the community.
77. In our company, we have a written statement of strategy covering all
the operations which is clearly articulated and approved by our
manager.
78. Our site' s manufacturing operations are effectively aligned with the
central business mission.
79. Our company has wide training and development process, including
career path planning, for all our employees.
80. Our company has maintained both 'top-down' and ' bottom-up'
communication processes.
81. In our company, employee satisfaction is formally and regularly
measured.
82. In our company, employee flexibility, multi-skilling and training are
actively used to support performance improvement.
83. In our company, we always maintain a work environment that
contributes to the health, safety and well-being of all employees.
84. In our company, all employees believe that quality is their
responsibility.
85. In our company, we have a program to reduce the time between
receiving an order and its satisfaction.
86. In our company, performance data is collected and analysed in
regular basis.
87. In our company, information allows us to control and improve core
processes and services.

324

1 2

3

4

5

6

7

1 2

3

4

5

6

7

1 2

3

4

5

6

7

1 2

3

4

5

6

7

1 2

3

4

5

6

7

1

2

3

4

5

6

7

1

2

3

4

5

6

7

1 2

3

4

5

6

7

1 2

3

4

5

6

7

1

2

3

4

5

6

7

1

2

3

4

5

6

7

1

2

3

4

5

6

7

1 2

3

4

5

6

7

1

2

3

4

5

6

7

1

2

3

4

5

6

7

I

2

3

4

5

6

7

1

2

3

4

5

6

7

1 2

3

4

5

6

7

1

3

4

5

6

7

2

88. Our company has an effective performance measurement system to
track overall organizational performance.
89. In our company, everyone has easy access to the needed
information.
90. Our management regularly have a meeting to review company's
performance and use it as a basis for decision making.
91. In our company, information systems are always evaluated and
improved.
92. In our company, there is a strong attitude to prevent defective
products /services from occurring.
93. In our company, we ensure quality in the process for developing
new products/services.
94. In our company, we have clear, standardized and docwnented
operating procedures which are well understood by our employees.
95. In our company, we strive to establish long-term relationships with
suppliers.
96. Our suppliers have an effective system for measuring the quality of the
materials they send to us.

1 2

3

4

5

6

7

1 2

3

4

5

6

7

1 2

3

4

5 6

7

1 2

3

4

5

6

7

1

2

3

4

5

6

7

1

2

3

4

5

6

7

1

2

3

4

5

6

7

1 2

3

4

5

6

7

1

3

4

5

6

7

2

SECTION E: ORGANIZATIONAL CULTURE
INSTRUCTIONS:

Please read the following statement and circle the number that most accurately reflects your opinion on each
statement.
Strongly
disagree
1
97.
98.
99.
100.
101.

102.
103.
104.

105.

Disagree

Somewhat
Somewhat
Neutral
Agree
Disagree
2
3
4
5
ORGANIZATIONAL CULTURE
The company is a very personal place. It is like an extended family.
People seem to share a lot of themselves.
The leadership in the company is generally considered to exemplify
mentoring, facilitating, or nurturing.
The management style is in the company characterized by teamwork,
consensus, and participation.
The glue that holds the company together is loyalty and mutual trust.
Commitment to this organization runs hi!!h.
The company emphasizes on human development, high trust, openness,
and participation persist.
The company defines success on the basis of the development of human
resources, teamwork, elll1)lovee commitment, and concern for people.
The company is a very dynamic and entrepreneurial place. People are
willing to take risks.
The leadership of the company is generally considered to exemplify
entrepreneurship, innovation, or risk taking.
The management style in the company is characterized by individual risk
taking, innovation, freedom, and uniqueness.
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106. The glue that holds our company together is commitment to innovation
and development. There is an emphasis on being on the cutting edge.
107. The company emphasizes acquiring new resources and creating new
challenges. Trying new things and prospecting for opportunities are
valued.
108. The company defines success is on the basis of having the most unique or
newest products. It is a product leader and innovator.
109. The company is very results-oriented. A major concern is with getting the
iob done. People are very competitive and achievement-oriented.
110. The leadership of the company is generally considered to exemplify a nononsense, a2gressive, results-oriented focus.
111. The management style in the company is characterized by hard-driving
competitiveness, hilili demands, and achievement.
112. The glue that holds together is the emphasis on achievement and goal
accomplishment.
113. The company emphasizes competitive actions and achievement. Hitting
stretch targets and winning in the marketplace are dominant.
114. The company defines success on the basis of winning in the marketplace
and outpacing the competition. Competitive market leadership is key.
115. The company is a very controlled and structured place. Fonnal
procedures generally govern what people do.
116. The leadership of company is generally considered to exemplify
coordinating, and organizing, or smooth-running efficiency.
117. The management style in the company is characterized by security of
employment, conformity, predictability, and stability in relationships.
118. The glue that holds our company together is fonnal rules and policies.
Maintaining a smooth-running organization is important.
119. Our company emphasizes pennanence and stability. Efficiency, control,
and smooth operations are important.
120. Our company defines success on the basis of efficiency. Dependable
delivery, smooth scheduling, and low-cost production are critical.
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SECTION F: ORGANIZATIONAL PERFORMANCE INDICATORS
INSTRUCTIONS:
Please indicate your perception on the performance of your company in the past three years by circling the
appropriate number against each item.
Decrease
Significantly
I

Decrease
2

Decrease
Neutral
Increase
Somewhat
Somewhat
4
5
3
ORGANIZATIONAL PERFORMANCE

Increase

Increase Significantly

6

7

121.

Return on sales.
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Return on investment.

I

2

3

4

5

6

7

123.

Market share.
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124.

Sales growth rate.

125.

Innovation and Learning Perspective:

I
1
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126.

127.

In our company, ability to innovate, improve and learn increase
new markets, revenues and margins in its bid to promote
customers.
Customer Perspective:
Our company always considers the customer's concern on time,
quality, performance and services and costs in order to pursue
success.
Internal Business Perspective:
Our company always considers the business processes that have
the greatest impact on customer satisfaction such as factors that
affect cycle time, quality, employee skills and productivity.
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YOUR PARTICIPATION IN THIS SURVEY JS HIGHLY APPRECIATED
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Appendix C: Questionnaire-Arabic Version
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Appendix D: Test of Non-Respondent Bias

Group Statistics

Constructs
EO
MO
TQM

oc
OP

Respondent
Early
Late
Early
Late
Early
Late
Early
Late
Early
Late

N
137
234
137
234
137
234
137
234
137
234

Mean

5.8054
5.7099
5.7942
5.7786
5.7652
5.7502
5.6572
5.7106
5.8113
5.7564
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Std. Deviation
.74435
.64746
.68430
.60987
.65661
.61093
.60537
.52022
.81972
.68086

Std. Error Mean
.06359
.04233
.05846
.03987
.05610
.03994
.05172
.03401
.07003
.04451

Independent Samples T-test for Equality of Means Leven's Test for Equality of Variance

95% Confidence
Interval of the
Difference
Constructs
EO

MO
TQM

oc
OP

Equal variances assumed
Equal variances not assumed
Equal variances assumed
Equal variances not assumed
Equal variances assumed
Eaual variances not assumed
Equal variances assumed
Equal variances not assumed
Equal variances assumed
Equal variances not assumed

F

Sig.

t

df

.016

.900

.469

.494

1.149

.284

.232

.630

1.296
1.250
.226
.219
.222
.217
-.898
-.863

369
254.073
369
259.184
369
268.535
369
251.572

Sig.
tailed)
.196
.213
.821
.826
.825
.828
.370
.389

..368

.544

.694
.661

369
244.746

.488
.509
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(2-

Mean
Difference
.09548
.09548
.01553
.01553
.01497
.01497
-.05341
-.05341

Std. Error
Difference
.07367
.07639
.06867
07076
.06757
.06886
.05950
.06190

.05485
.05485

.07908
.08298

Lower

Upper

-.04938
-.05497
-.) 1950
-.12382
-.11791
-.1206 I
-.17042
-.17532

.24033
.24592
.15056
.15487
.14785
.15055
.06360
.06850

-.10065

.21036
.21830

-.10860

Appendix E: Removing Outliers (Mahalanobis Output)
N
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39

MAH 1
2.03878
3.40879
2.49267
3.20105
1.08149
4.78828
9.50904
1.54961
14.06 185
2.05307
15.94788
3.40238
6.39711
5.34348
1.28432
2.31721
1.59928
9.37732
5.83151
30.24084
2.18852
2.34706
4.14388
6.12535
3.43525
1.54571
3.92377
1.66053
2.92809
4.84909
5.74161
3.50795
2.71558
5.00382
4.34025
3.48118
2.06065
5.55294
1.23736

N
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77
78

MAH 1
9.81881
14.12207
8.85439
7.15911
2.46864
3.63463
4.59919
1.58575
3.08221
1.81455
2.18663
3.4709
1.56406
1.50 l 98
1.29731
17.75575
1.61105
1.14846
7.45047
1.26837
1.03975
2.53674
1.69392
2.85113
1.96133
4 .93173
2.16283
11.74039
1.8027
4.07382
4.23405
6.40402
3.97437
2.40218
6.80027
18.66056
7.09911
3.67674
3.33977

N
79
80
81
82
83
84
85
86
87
88
89
90
91
92
93
94
95
96
97
98
99
100
101
102
103
104
105
106
107
108
109
110
111
112
113
114
115
116
117

MAH 1
5.36252
2.68896
6.20077
1.09418
1.93459
17.33322
2.64785
J .72629
0.61073
2.61428
1.53548
8.50396
5.15198
11.53328
9.61648
5.51577
10.26512
3.12252
2.91513
3.43977
10.12171
3.26196
1.48054
2.41149
1.90382
1.40972
1.51055
2.85145
2.3982
1.22223
3.29863
13.01042
3. 19815
1.46592
2.528
2.58832
2.2769
1.60898
11 .79803
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N
118
11 9
120
121
122
123
124
125
126
127
128
129
130
131
132
133
134
135
136
137
138
139
140
141
142
143
144
145
146
147
148
149
150
151
152
153
154
155
156

MAH 1
1.27929
1.8036
2.73452
2.51629
2 .13642
11.18907
2.70929
2.32135
8.41728
14.18904
2.56405
1.0237 1
5.25172
4 .26173
60.97904
24.6033
16.32322
1.70531
4.03135
3.53268
2.16002
1.4069
6.46812
3.78314
3.35014
5.30013
3.74242
5.33414
1.36463
2.11313
1.91083
2.41766
1.97135
2.64766
5.80499
3.06869
3.03854
2.11014
3.25459

N
157
158
159
160
161
162
163
164
165
166
167
168
169
170
171
172
173
174
175
176
177
178
179
180
181
182
183
184
185
186
187
188
189
190
191
192
193
194
195

MAH 1
12.69493
3.04153
3.0317
2.88403
4.41653
4.93583
66.45334
3.34142
1.46091
3.82637
2.06315
2.09505
3.04153
1.33964
2.20688
12.00908
7.23489
2.58237
1.6126
2.85448
5.9531
4.45038
2.27668
2.90225
1.63944
1.80418
4.75047
1.40641
9.70326
4.20429
1.63109
3.95405
3.53645
1.52057
2.49463
1.89489
6.16046
2.9677
2.55814

N

196
197
198
199
200
201
202
203
204
205
206
207
208
209
210
211
212
213
214
215
216
217
218
219
220
221
222
223
224
225
226
227
228
229
230
231
232
233
234
235
236
237
238
239

MAH 1
3.16421
1.33508
2.93032
3.33419
2.5253
2.49798
2.86648
3.55306
1.60835
1.5442
5.76665
3.3173
4.72559
2.14908
1.78161
2.79787
2.55814
2.94847
2.2551
2.71258
2.40209
2.12392
6.12375
1.26881
1.67575
1.57336
1.13697
6.20771
1.80209
2.65366
1.72194
2.72852
1.89829
1.58268
1.44849
2.26677
2.94578
3.0871
0.51951
2.24034
5.51012
3.32354
7.47812
5.78624

N

240
241
242
243
244
245
246
247
248
249
250
251
252
253
254
255
256
257
258
259
260
261
262
263
264
265
266
267
268
269
270
271
272
273
274
275
276
277
278
279
280
281
282
283

MAH 1
4.83814
17.40438
12.59903
3.96013
6.39781
3.39901
1.99365
4.84704
1.62651
4.82473
4.02248
3.59305
4.02471
2.87922
2.69238
1.13609
1.67974
1.8024
14.71562
4.50859
3.11463
3.2659
3.35199
2.69726
5.34059
3.68666
2.94586
3.83177
2.98122
1.95667
4.86412
13.05291
17.21635
1.46883
1.52095
9.90276
13.35235
17.55039
4.94022
3.71546
2.20232
3.49469
2.9057
6.39781

N
285
286
287
288
289
290
291
292
293
294
295
296
297
298
299
300
301
302
303
304
305
306
307
308
309
310
311
312
313
314
315
316
317
318
319
320
321
322
323
324
325
326
327
328

337

MAH 1
3.32932
8.00671
4.42534
17.43354
2.98438
3.40126
2.98407
3.53073
1.81789
11.62223
24.81278
0.70791
1.84352
3.87389
1.39376
1.6934
1.64333
3.05505
26.57836
3.14239
1.53745
6.69598
1.42479
2.22175
1.61506
3.82402
1.80699
6.48711
1.72616
3.31216
8.04377
2.7254
2.28812
4.69487
1.49452
1.7546
1.31249
2.12002
2.31453
3.96752
3.38268
3.07305
6.12144
1.23736

N

329
330
331
332
333
334
335
336
337
338
339
340
341
342
343
344
345
346
347
348
349
350
351
352
353
354
355
356
357
358
359
360
361
362
363
364
365
366
367
368
369
370
371

MAH 1
1.62296
4.07321
3.4822
2.39395
4.26275
1.49672
8.02523
3.10334
1.35308
3.27617
1.6761
2.19567
2.01763
7.01753
1.49058
1.49487
3.51051
4.07382
2.72623
2.66642
1.66468
4.41743
2.4868
4.17222
2.33519
1.32203
2.45344
1.60017
2.17617
1.36495
4.06043
1.61046
2.68229
6.11364
4 .09116
4.72559
4.09284
1.63474
5.47036
1.16909
1.07958
3.62425
3.1284

Appendix F: Normality Test
Constructs
N
I Valid
I Missing
Skewness
Std. Error of
Skewness
Kurtosis
Std. Error of
Kurtosis

EO

MO

TOM

oc

OP

364
0
-1.1 89
.1 28

364
0
-1 .554
.128

364
0
-1.524
.128

364
0
-1.295
.128

364
0
-1.406
.1 28

3.53 1

5.733

3.487

4.358

4.319

.255

.255

.255

.255

.255

EO
Valid

Frequency

Percent

Valid Percent

1.89
2.78
3.33
3.44
3.89
4.00
4 .22
4 .33
4.44
4.56
4.67
4 .78
4.89
5.00
5. 11
5.22
5.33
5.44
5.56
5.67
5.78
5.89
6.00
6.11
6.22
6.33
6.44
6.56
6.67
6.78
6.89

I
I

.3
.3
.5
.3
.3

.3
.3
.5
.3
.3
.5
.3
.8
1.1

2
1
1
2

I
3
4
4
5
3
5
17
13
11
22
20
27
28
17
21
40
19
9
22
16
20
23
2
1

.5
.3
.8
1.1
1.1

1.1

1.4
.8
1.4
4.7
3.6
3.0
6.0
5.5
7.4
7.7
4.7
5.8
11.0
5.2
2.5
6.0
4.4

1.4
.8
1.4
4.7
3.6
3.0
6.0
5.5
7.4
7.7
4.7
5.8
11.0
5.2
2.5
6.0
4.4
5.5
6.3

5.5
6.3
.5
.3

.5
.3
338

Cumulative
Percent
.3
.5
1.1
1.4

1.6
2.2
2.5
3.3
4.4
5.5
6.9
7.7
9.1
13.7
17.3
20.3
26.4
31.9
39.3
47.0
51.6
57.4
68.4
73.6
76.1
82.1
86.5
92.0
98.4
98.9
99.2

Valid

Frequency

Percent

Valid Percent

7.00
Total

3
364

.8
100.0

.8
100.0

Cumulative
Percent
100.0

MO
Valid

Frequency

Percent

Valid Percent

1.87
3.07
3.27
3.33
3.40
3.67
3.93
4.00
4.07
4.13
4.60
4.73
4.80
4.87
4.93
5.00
5.07
5.13
5.20
5.27
5.33
5.40
5.47
5.53
5.60
5.67
5.73
5.80
5.87
5.93
6.00
6.07
6.13
6.20
6.27
6.33
6.40
6.47

1
1
l
I
I
1
1
l
2
l
2
5
2
1
5
9
6
5
6
7
6
10
14
16
24
20
18
17
15
23
27
14
9
7
8
15
14
10

.3
.3
.3
.3
.3
.3
.3
.3
.5
.3
.5
1.4
.5
.3
1.4
2.5
1.6
1.4
1.6
1.9
1.6
2.7
3.8
4.4
6.6
5.5
4.9
4.7
4.1
6.3
7.4
3.8
2.5
1.9
2.2
4.1
3.8
2.7

.3
.3
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.3

Cumulative
Percent
.3
.5
.8

.3
.3
.3
.3
.3
.5
.3
.5
1.4
.5
.3
1.4
2.5
1.6
1.4
1.6
I .9
1.6
2.7
3.8
4.4
6.6
5.5
4.9
4.7
4. 1
6.3
7.4
3.8
2.5
1.9
2.2
4.1
3.8
2.7

1.4
1.6
1.9
2.2
2.7
3.0
3.6
4.9
5.5
5.8
7.1
9.6
11.3
12.6
14.3
16.2
17.9
20.6
24.5
28.8
35.4
40.9
45.9
50.5
54.7
61.0
68.4
72.3
74.7
76.6
78.8
83.0
86.8
89.6

1.1

Valid

Frequency

Percent

Valid Percent

6.53
6.60
6.67
6.73
6.80
6.87
6.93
7.00
Total

13
8

3.6
2.2
1.9
.8
.3
.5
.3
.8
100.0

3.6
2.2
1.9
.8
.3
.5
.3
.8
100.0

7

3
1
2

I
3
364

Cumulative
Percent
93.1
95.3
97.3
98.1
98.4
98.9
99.2
100.0

TQM
Valid

Frequency

Percent

Valid Percent

2.78
3.14
3.31
3.44
3.50
3.61
3.64
3.81
3.94
4.03
4.14
4.19
4.33
4.36
4.39
4.44
4.53
4.58
4.67
4.69
4.72
4.75
4.78
4.81
4.97
5.00
5.03
5.08
5.11
5.14
5.17

1
1

.3

1
1
1

.3
.3
.3
.3
.3
.3
.3
.3
.3
.3
.3
.5
.3
.5
.3
.3
.3
.5
.5
.3
.5
.3
3.0
.3
.3
.5
.8

.3
.3
.3
.3
.3
.3
.3
.3
.3
.3
.3
.3
.3
.5
.3
.5
.3
.3
.3
.5
.5
.3
.5
.5
.3
3.0
.3
.3
.5
.8

1.1

1.1

1
1

1
1
1
1
1
I
2
1
2
1
I

1
2
2

1
2
2
1

11
1
1
2

3
4

.3

.5

340

Cumulative
Percent
.3
.5
.8
1.1
1.4
1.6
1.9
2.2
2.5
2.7
3.0
3.3
3.6
4.1
4.4
4.9
5.2
5.5
5.8
6.3
6.9
7.1
7.7
8.2
8.5
11.5
11.8
12.1
12.6
13.5
14.6

Valid

Frequency

Percent

Valid Percent

5.19
5.22
5.25
5.28
5.31
5.33
5.36
5.39
5.42
5.44
5.47
5.50
5.53
5.56
5.58
5.61
5.64
5.67
5.69
5.72
5.75
5.78
5.81
5.83
5.86
5.89
5.92
5.94
5.97
6.00
6.03
6.06
6.08
6. 11
6.14
6.17
6.19
6.22
6.25
6.28
6.31
6.33
6.36
6.39
6.42
6.44
6.47

3
2
1
5
3

.8
.5
.3
1.4

.8
.5
.3
1.4

.8

.8

.8
1.4
.5
.8
1.1
.8
1.9
1.6
2.2
.5
1.9

.8
1.4
.5
.8

3
5

2
3
4
3
7
6
8
2
7
2

9
7
5
4
5
15
9
10

5
13
6
9
12
11
7
4
11
6
14
4
8
10
7
4
5
3
4
5
6
7

1.1
.8
1.9
1.6
2.2
.5
1.9
.5
2.5
1.9
1.4
1.1
1.4
4.1
2.5
2.7
1.4
3.6
1.6
2.5
3.3
3.0
1.9
1.1
3.0
1.6
3.8
1.1
2.2
2.7
1.9
1.1
1.4
.8

.5
2.5
1.9
1.4

1.1
1.4
4.1
2.5
2.7
1.4
3.6
1.6
2.5
3.3
3.0
1.9
1.1
3.0
1.6
3.8
1.1
2.2
2.7
1. 9
1.1
1.4
.8
1.1
1.4
1.6
1.9

1.1
1.4
1.6
1.9
341

Cumulative
Percent
15.4
15.9
16.2
17.6
18.4
19.2
20.6
21.2
22.0
23.l
23.9
25.8
27.5
29.7
30.2
32.1
32.7
35.2
37.1
38.5
39.6
40.9
45.1
47.5
50.3
51.6
55.2
56.9
59.3
62.6
65 .7
67.6
68.7
71.7
73.4
77.2
78.3
80.5
83.2
85.2
86.3
87.6
88.5
89.6
90.9
92.6
94.5

Valid

Frequency

Percent

Valid Percent

6.50
6.53
6.56
6.64
6.67
6.69
6.81
6.86
7.00
Total

9
3
I
I
1
I
I
I
2
364

2.5
.8
.3
.3
.3
.3

2.5
.8
.3
.3
.3
.3

.3

.3

.3
.5
100.0

.3

.5
100.0

Cumulative
Percent
97.0
97.8
98.1
98.4
98.6
98.9
99.2
99.5
100.0

oc
Valid

Frequency

Percent

Valid Percent

2.92
3.00
3.50
3.75
3.79
3.92
4.00
4.13
4.42
4.54
4.71
4.79
4.83
4.88
4.92
4.96
5.00
5.04
5.08
5.13
5.17
5.21
5.25
5.29
5.33
5.38
5.42
5.46
5.50
5.54

1
I
2
I
I
I
1
1
1
2
2

.3
.3
.5
.3
.3

.3
.3
.5
.3
.3
.3
.3
.3
.3

I
l

.3

I
4
2
11
5
4
3
3
2

6
6
12
4
11
10
18
10

.3
.3
.3
.3

.5

.5

.5

.5
.3
.3

.3
.3
1.1
.5
3.0
1.4

.3
1.1
.5
3.0
1.4
1.1
.8
.8
.5
l.6
1.6
3.3
1.1
3.0
2.7
4.9
2.7

11
.8
.8
.5
l.6
l.6
3.3
1.1
3.0
2.7
4.9
2.7
342

Cumulative
Percent
.3
.5
1.1
1.4
1.6
1.9
2.2
2.5
2.7
3.3
3.8
4.1
4.4
4.7
5.8
6.3
9.3
10.7
11.8
12.6
13.5
14.0
15.7
17.3
20.6
21.7
24.7
27.5
32.4
35.2

Valid

Frequency

Percent

Valid Percent

5.58
5.63
5.67
5.71
5.75
5.79
5.83
5.88
5.92
5.96
6.00
6.04
6.08
6.13
6.17
6.21
6.25
6.29
6.33
6.38
6.42
6.46
6.50
6.54
6.58
6.63
6.75
6.88
6.96
7.00

14
18
19
11
15
5
11
7

3.8
4.9
5.2
3.0
4.1
1.4
3.0
1.9

3.8
4.9
5.2
3.0
4.1
1.4
3.0
1.9
1.1
4.7
6.0
2.5
3.0
2.2
2.2
2.5
.8
1.1
2.7
1.1
2.2
1.1
1.4
.5
.5
.3
.3
.3
.3
.5
100.0

Total

4

1.1

17
22
9
11
8
8
9
3
4
10
4
8
4
5
2

4.7
6.0
2.5
3.0
2.2
2.2
2.5
.8

2
1
1
1
1
2
364

1.1
2.7

1.1
2.2
1.1
1.4
.5
.5
.3
.3
.3
.3
.5
100.0

Cumulative
Percent
39.0
44.0
49.2
52.2
56.3
57.7
60.7
62.6
63.7
68.4
74.5
76.9
79.9
82.1
84.3
86.8
87.6
88.7
91.5
92.6
94.8
95.9
97.3
97.8
98.4
98.6
98.9
99.2
99.5
100.0

OP

Valid

Frequency

Percent

Valid Percent

1.71
2.14
3.14
3.43
3.57
4.00
4.29
4.43
4.57

1

.3
.3
.5
.3
.3
2.2
1.1

.5

.3
.3
.5
.3
.3
2.2
1.1
.5

.8

.8

1
2

1
1
8
4
2
3

343

Cumulative
Percent
.3
.5
1.1
1.4
1.6
3.8
4.9
5.5
6.3

Valid

Frequency

Percent

4.71
4.86
5.00
5.14
5.29
5.43
5.57
5.71
5.86
6.00
6.14
6.29
6.43
6.57
6.71
6.86
7.00
Total

2
9
12
15
11
42
27
25
24
54
16
24
30
26
10
2
12
364

.5
2.5
3.3
4.1
3.0

Valid Percent

.5
2.5
3.3
4.1
3.0
11.5
7.4
6.9
6.6
14.8
4.4
6.6
8.2
7.1
2.7
.5
3.3
100.0

11.5
7.4
6.9
6.6
14.8
4.4
6.6
8.2
7.1
2.7
.5
3.3
100.0

344

Cumulative
Percent
6.9
9.3
12.6
16.8
19.8
31.3
38.7
45.6
52.2
67.0
71.4
78.0
86.3
93.4
96.2
96.7
100.0

Appendix G: Linearity Test and Standardized Partial Regression Plot
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Appendix. I: Loadings and Cross Loadings
Construct
EOI
EO2
EO3
EO4
EOS
EO6
EO7
EO8
EO9
MOl
MOl0
MOU
MO12
MO2
MO3
MO4
MOS
MO6
MO7
MOS
MO9
OClO
OCll
OC12
OC13
OC14
OC15
OC16
OC17
OC19
OC20
OC21
OC22
OC23
OC24
OPl
OP2
OP3
OP4
OPS
OP6
OP7
TMQll
TQMI

EO
0.685
0.780
0.768
0.776
0.751
0.765
0.744
0.728
0.669
0.378
0.465
0.409
0.433
0.461
0.444
0.440
0.407
0.456
0.458
0.491
0.473
0.378
0.365
0.386
0.379
0.380
0.322
0.358
0.356
0.403
0.364
0.417
0.429
0.471
0.468
0.466
0.535
0.493
0.460
0.528
0.545
0.509
0.451
0.439

MO
0.364
0.468
0.448
0.459
0.449
0.420
0.456
0.467
0.486
0.718
0.706
0.624
0.604
0.794
0.784
0.771
0.762
0.772
0.722
0.762
0.751
0.421
0.369
0.410
0.341
0.367
0.298
0.341
0.326
0.336
0.328
0.357
0.412
0.407
0.381
0.389
0.457
0.435
0.427
0.513
0.512
0.451
0.434
0.461
349

oc
0.327
0.402
0.434
0.390
0.396
0.413
0.415
0.452
0.436
0.297
0.359
0.377
0.467
0.396
0.381
0.362
0.357
0.352
0.371
0.366
0.417
0.645
0.679
0.703
0.704
0.693
0.706
0.695
0.689
0.693
0.723
0.759
0.751
0.756
0.723
0.521
0.591
0.537
0.538
0.552
0.591
0.611
0.480
0.481

OP
0.367
0.448
0.474
0.432
0.418
0.463
0.512
0.494
0.498
0.396
0.359
0.354
0.415
0.503
0.450
0.427
0.392
0.394
0.386
0.392
0.420
0.482
0.496
0.505
0.441
0.449
0.449
0.446
0.477
0.487
0.506
0.535
0.558
0.513
0.502
0.814
0.848
0.826
0.814
0.825
0.795
0.787
0.493
0.528

TQM
0.372
0.459
0.465
0.423
0.411
0.432
0.495
0.503
0.501
0.428
0.407
0.425
0.499
0.500
0.470
0.453
0.437
0.421
0.485
0.462
0.476
0.507
0.447
0.454
0.367
0.407
0.417
0.425
0.402
0.472
0.460
0.514
0.544
0.521
0.491
0.545
0.584
0.518
0.522
0 .589
0.609
0.591
0.739
0.757

Construct
TQMlO
TQM12
TQM13
TQM14
TQMIS
TQMI6
TQM17
TQM18
TQM19
TQM2
TQM20
TQM21
TQM22
TQM23
TQM24
TQM25
TQM26
TQM27
TQM28
TQM29
TQM3
TQM30
TQM31
TQM32
TQM33
TQM34
TQM35
TQM36
TQM4
TQMS
TQM6
TQM7
TQM8
TQM9

EO
0.426
0.436
0.443
0.413
0.412
0.413
0.465
0.431
0.443
0.444
0.411
0.442
0.406
0.438
0.407
0.418
0.447
0.449
0.475
0.489
0.432
0.462
0.489
0.423
0.384
0.392
0.384
0.421
0.455
0.441
0.432
0.474
0.465
0.432

MO
0.420
0.455
0.441
0.454
0.405
0.413
0.468
0.428
0.414
0.458
0.418
0.498
0.478
0.497
0.463
0.419
0.437
0.421
0.470
0.488
0.441
0.497
0.487
0.377
0.380
0.370
0.377
0.466
0.426
0.454
0.444
0.453
0.484
0.430

oc
0.461
0.478
0.473
0.498
0.485
0.466
0.481
0.399
0.430
0.503
0.409
0.422
0.412
0.430
0.468
0.442
0.494
0.474
0.464
0.496
0.504
0.445
0.497
0.508
0.493
0.448
0.449
0.451
0.460
0.444
0.440
0.419
0.451
0.475

OP
0.519
0.504
0.505
0.533
0.511
0.493
0.504
0.445
0.434
0.534
0.402
0.433
0.450
0.510
0.512
0.492
0.517
0.494
0.511
0.512
0.523
0.491
0.504
0.500
0.466
0.452
0.465
0.478
0.496
0.493
0.490
0.492
0.530
0.531

TQM
0.720
0.752
0.696
0.714
0.696
0.701
0.730
0.682
0.688
0.755
0.643
0.670
0.689
0.710
0.694
0.705
0.725
0.724
0.717
0.717
0.744
0.701
0.738
0.682
0.686
0.656
0.655
0.677
0.715
0.719
0.733
0.744
0.750
0.717

Entrepreneurial Orientation (EO); Market Orientation (MO); Total Quality
Management (TQM); Organizational Culture (OC) and Organizational
Performance (OP)
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Appendix K: Results of Measurement Model

Model Construct

Entrepreneurial
Orientation

Market
Orientation

TQM

Measurement
Item

Loading

Composite
Reliability
(CR)

EOI
EO2
EO3
EO4
EO5
EO6
EO7
EO8
EO9
MOl
MO2
MO3
MO4
MO5
MO6
MO7
MO8
MO9
MO10
MOIi
MO12
TQMI
TQM2
TQM3
TQM4
TQM5
TQM6
TQM7
TQM8
TQM9
TQMJ0
TQMJI
TQM12
TQM13
TQM14
TQM15
TQM16
TQM17
TQM18
TQM19
TQM20
TQM21
TQM22

0.685
0.780
0.768
0.776
0.751
0.765
0.744
0.728
0.669
0.718
0.794
0.784
0.771
0.762
0.772
0.722
0.762
0.751
0.706
0.624
0.604
0.757
0.755
0.744
0.715
0.719
0.733
0.744
0.750
0.717
0.720
0.739
0.752
0.696
0.714
0.696
0.701
0.730
0.682
0.688
0.643
0.670
0.689

0.916

Average
Variance
Extracted
AVE
0.550

0.933

0.538

0.973

0.504
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Model Construct

Measurement

Loading

Item

Composite
Reliability
(CR)

Average
Variance
Extracted

AVE

0 rganizational
Culture

0 rganizational
Performance

TQM23
TQM24
TQM25
TQM26
TQM27
TQM28
TQM29
TQM30
TQM31
TQM32
TQM33
TQM34
TQM35
TQM36
OClO
OCll
OC12
OC13
0Cl4
OCI5
OC16
OC17
OCI9
OC20
OC21
OC22
OC23
OC24
OPI
OP2
OP3
OP4
OPS
OP6
OP7

0.710
0.694
0.705
0.725
0.724
0.717
0.717
0.701
0.738
0.682
0.686
0.656
0.655
0.677
0.645
0.679
0.703
0.704
0.693
0.706
0.695
0.689
0.693
0.723
0.759
0.751
0.756
0.723
0.814
0.848
0.826
0.8 14
0.825
0.795
0.787

0.934

0.503

0.933

0.666

Entrepreneurial Orientation (EO); Market Orientation (MO); Total Quality Management
(TQM); Organizational Culture (OC) and Organizational Performance (OP).
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Appendix L: Items Loading, Path Coefficient and R2 Value
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