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ABSTRACT
This paper discusses the relationship between Quality Management (QM) practices and organizational
performance. Based on comprehensive literature review, eight constructs had been identified for QM
practices. To examine this relationship, a conceptual model from previous study on QM practices that
is successfully applied in different countries is adapted with some changes. As a result, a proposed
conceptual model using Structural Equation Modelling (SEM) approach is established. A SEM
technique is used because it can provide researchers with a comprehensive means assessing and
modifying theoretical models. The same model will be used to study the relationship between QM
practices and organizational performance for Malaysia and Thailand automotive industries.
Keywords: Quality Management (QM) Practices, Organizational Performance, Structural Equation
Modelling (SEM), and Automotive Industries.

INTRODUCTION
In a competitive market, the demand for quality is emerging as the single most critical factor for
companies to survive in the ever-expanding global market place. Quality is vital in determining the
economic success of manufacturing companies [1, 2]. World-class manufacturing companies gain
competitive edge and greater market share through extraordinary levels of performance by providing a
quality product with a competitive price as required by demanding customers.
The concept of Quality Management (QM) practices developed as a result on intense global
competition. Companies with international trade and global competition have paid considerable
attention to QM practices such as procedures, philosophies, tools and techniques. A growing number of
companies use QM practices as strategic foundation for generating a competitive advantage [3] and
improving organizational performance [4, 5, 6]. Nilsson et al. [7] investigated how internal quality
practices implemented by the organizations influence customer satisfaction and organizational
performance. Their findings show that internal quality practices influence customer satisfaction and
organizational performance primarily through better organization’s customer orientation. The research
also support the claim that organizations with quality foundation are in a better position to adopt a
customer orientation.
Recent study by Hoang et al. [8] found that quality practices have a positive impact on the
organizational innovativeness, which can enhance organizational performance. However, they discover
that not all quality practices enhance organizational innovativeness. Only leadership and people
management, process and strategic management, and open organization showed a positive impact on
the organization’s innovation performance. Demirbag et al. [9] tried to determine the impact of market
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orientation (MO) and implementation quality practices on organizational performance of SMEs. They
noted that quality practices implementation strengthens market orientation’s, which impacts on
organizational performance, and quality practices implementation acts as inter-functional co-ordination
mechanism. This reinforces that SMEs should not use marketing strategies only, but also strengthens
their strategy by introducing quality practices.
In Malaysia automotive industries, previous research done by Deros et al. [10]; Noviyarsi and Yusof,
[11]; Zadry and Yusof [12] have shown that there are several critical success factors relating to
successful implementation of QM practices. One of main reasons why many Malaysian automotive
manufacturers and suppliers have not used advanced tools and techniques was a lack of knowledge and
understanding [11]. These tools are viewed as difficult, not applicable and impractical. Aziz et al. [13]
had surveyed 540 Malaysia manufacturing companies. They reported that Malaysia manufacturing
companies are relatively low in use of sophisticated statistical methods for quality improvement. They
also stated that the types of quality practices used by Malaysian’s manufacturing companies are related
to the types of quality practices promoted by the governments. The recent study by Zakuan and Yusof
[14], as shown in Table 1 indicates the gap of study on QM practices implementation among ASEAN
countries especially in automotive industries from year 2000 to 2007. The questions of which and to
what extent QM practices are common to and are different between ASEAN countries and to what
extent quality practices implementation will be affected organizational performance are yet to be
answered.
Table 1: The gap of study
Year
2000
2001
2003
2003
2004
2004
2004
2005
2006
2006
2006
2007
2007

Author
Aziz et al.
Benito and Dale
Johnson and Khan
Sohail et al.
Lee et al.
Lin et al.
Deros et al.
Noviyarsi and Yusof
Iwaarden et al.
Yoo et. al.
Parast et al.
Bayazit and Karpak
Prajogo

Focus area
Quality practices
Quality practices
Quality practices
ISO 9000
Quality practices
Quality practices
Benchmarking
Quality practices
Quality practices
Quality practices
Quality practices
TQM
TQM

Sector
Manufacturing
Automotive
Automotive
Automotive
Manufacturing
Manufacturing
Automotive
Automotive
Automotive
Manufacturing
Manufacturing
Manufacturing
Manufacturing

Single country
X
Spain
UK
Malaysia
China
Taiwan
Malaysia
Malaysia
X
X
X
Turkey
Australia

Multiple countries
UK, Malaysia
X
X
X
X
X
X
X
European
Korea, USA, Mexico, Taiwan
USA, Mexico
X
X

Referring to the above table, it is believed that the need of comparative study among ASEAN countries
especially comparing to Thailand which is known as an automotive regional hub in this region [14].
This paper is attempted to propose a conceptual model of relationship between QM practices
implementation and the organizational performance for Malaysia and Thailand automotive
manufacturer. The proposed conceptual model is based on Structural Equation Modelling (SEM)
approach.

QUALITY MANAGEMENT CONSTRUCTS
Based on an extensive review of the quality management practices, the following constructs are
identified as critical success factors in quality management practices:
i.
Quality leadership
ii.
Supplier quality management
iii.
Strategic planning
iv.
Human resource development
v.
Customer focus and satisfaction
vi.
Quality information and analysis
vii.
Quality results
viii.
Quality assurance
ix.
General matters
There have been numerous studies examining what constitutes quality management, what the common
barriers to quality management implementation are, and what factors are critical for the success of
quality management [15]. Although these studies have provided different results, they have identified a
common set of practices considered essential to the success of a quality management implementation.
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Based on that, Table 2 shows the proposed quality management constructs that will be used in this
study.
i. Quality leadership
Quality leadership addresses the critical role of management in driving company wide quality
management efforts [16, 17]. Leadership has proved to be the key in the continuous quality
improvement process and the driver of the quality management practices [18, 19, 20, 21, 22, 23].
Leaders play an important role in how quality values are projected in a consistent manner, and how
adoption of the values through the company is determined and enforced.
ii. Supplier quality management
Supplier management acknowledges the important of suppliers in achieving higher levels of quality in
an organization [16]. Continuous improvement also depends on the control of procured materials, parts
and services. Vendors’ participation during the initial design of new products and in the solutions of
problem is important to achieve high quality and faster response to market needs [18, 19, 20, 23, 24,
25,].
iii. Strategic planning management
Strategic planning of quality management is the extent to which the company has a clear vision, long
term plan and quality policy [26]. It also incorporates the integration of quality and customer
satisfaction issues into strategic and operational plans, which allow firms to set clear priorities,
establish clear target goals, and allocate resources for the most important things [27].
iv. Human resource development
Striving to maintain high levels of quality depends on the best use of the talents and abilities of a
company’s entire workforce [18, 19, 20, 23, 28]. Support for human resources development emphasizes
the essential role of employee training and their involvement in quality-related decisions in the
company [29]. Companies must develop and realize the full potential of the work force and maintain an
environment conducive to full participations, quality leadership, and personal and organizational
growth.
v. Customer focus and satisfaction
Well-satisfied customers are the ultimate aim. Develop and manage strong customer relationships for
the longer term. The company actively seeks way to improve the product or service in order to achieve
greater customer satisfaction [18, 19, 20]. Companies must be knowledgeable in customer requirements
and responsiveness to customers’ need, maintain high levels of service and measure customer
satisfaction through a variety of indicators like commitment to customers, determining customers’
requirements and expectations and determining customer satisfaction.
vi. Quality information and analysis
Quality information and analysis refers to the availability of information systems in the company, and
the procedures and systems in the company, and the procedures and systems that provide accurate and
timely information for the managers to make quality decisions [16]. Analysis of this information allows
management to make effective decisions in managing quality. This construct considers scope,
availability and use of quality data that underlie the company’s overall quality management system.
vii. Quality results
The goal of all quality management practices is to improve quality measurably. The effort of the
quality improvement process must be reflected in improved quality levels based on objective measures
derived from analysis of customer requirements and expectations, from analysis of business operation,
and comparing the company’s current quality levels benchmarked against competing firms [19, 20, 23].
Quality result also indicates how much internal operations, customer satisfaction, and market and
financial performance in the company have been improved by quality management practices.
viii. Quality assurance
Quality assurance of products and service refers to the systematic approach used by organizations for
maintaining and improving the quality of their products and services [29]. Quality assurance requires
that adequate and appropriate measures be taken from product design through manufacture and
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delivery
elivery to customer. The use of scientific monitoring and measuring techniques is one of the principal
ways employees are empowered to contribute to the quality improvement process [18, 19, 22].
The above eight constructs were derived from the comparison of quality management practices across
different studies and also by combining the constructs in the Malcolm Baldrige Award Criteria, and the
ISO 9000 certification requirements. Furthermore, those constructs also,
•
•
•
•

constitute practices that represent the hard and soft aspects of quality management.
cover the most prestigious quality award criteria that are widely accepted by quality management
scholars and practitioners.
have been considered as critical practices in quality management [26].
correspond to the Malaysia National Quality Award (MNQA) and Thailand Quality Award (TQA)
criteria, therefore suitable to testing in the Malaysia and Thailand industry context.

STRUCTURAL EQUATION MODELLING: A REVIEW
Substantive use of Structural Equation Modelling (SEM) has been growing in business and technology.
One reason for this is that these confirmatory methods [33] provide researchers with a comprehensive
means assessing and modifying theoretical models. Its functions have been found better than other
multivariate techniques such as multiple regression, path analysis and factor analysis. SEM is a method
that can examine a series of both dependence and independence relationships simultaneously [34].
Prajogo and Sohal [35] had used SEM approach to examine the multidimensionality of TQM in
association with organizational performance as shown in Figure 1. Using empirical data gathered from
194 Australian firms, the findings support the proposition in pairing the mechanistic elements of TQM
with quality performance and the organic elements with innovation performance. However, Singh and
Smith [36] argued that there is insufficient evidence to suggest TQM is related to innovation.

Leadership
People management

TQM1

Customer focus

Qualp

Quality performance

Innp

Innovation performance

TQM2
Proccess management
Strategic planning

TQM3

Information and analysis

Figure 1: The model of the structural relationship between TQM and two organizational performances
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Table 2: Comparison of quality management constructs across different studies
No.

Saraph et al., 1989
[15]
The role of top
management
leadership
The role of the
quality department
Quality data and
reporting

Flynn et al., 1994
[16]
Top management
support

Ahire et al., 1996
[30]
Top management
commitment

Customer
involvement
Quality information

Customer focus

4

Training

Workforce
management

5

Employee relations

-

6

Product design
Process
management

8

Product/service
design
Process
management
Supplier quality
management
-

Supplier
involvement
-

Employee
empowerment
Employee
involvement
Design quality
management
Statistical process
control usage
Supplier quality
management
Product quality

9

-

-

10

-

-

1
2
3

7

Rao et al., 1999
[29]
Top management
commitment
Quality citizenship
Customer
orientation
Quality information
availability

Yusof and Aspinwall,
2000 [45]
Management
leadership

Parast et al., 2006
[31]
Quality leadership

Sila, 2007
[32]
Leadership

Proposed
constructs
Quality leadership

-

Customer focus
Information and
analysis

Customer focus and
satisfaction
Quality information
and analysis

Employee training

Education and
training
Human resource
development
Resources

Customer focus
and satisfaction
Quality
information and
analysis
Support for human
resource
development

Human resource
management

Human resource
development

-

-

-

Product/process
design

System and process
Improvement tools
and techniques

Strategic planning
process of quality
management

Process
management

Strategic planning
management

Supplier quality

-

Supplier quality

-

Quality results

Supplier quality
management
Quality results

-

Internal quality
results
-

Supplier quality
assurance

Supplier
performance

External quality
results

Continuous
improvement process

Quality assurance
of products and
services
-

Supplier
management
Organizational
effectiveness
Financial and
market results

-

Internal quality
information usage
Benchmarking
Employee training

Employee
involvement

Measurement and
feedback
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Lin et al. [37] had conducted a comparison study between Taiwan and Hong Kong manufacturing
companies to investigate supply chain quality management and organizational performance using SEM as
shown in Figure 2. The data showed that Quality Management (QM) practices are significantly correlated
with the supplier participation strategy and this influences tangible business result, and customer
satisfaction. The same model has been used to analyze the data collected from Taiwan and Hong Kong
manufacturing companies.
leadersip

training

Supplier
participation

design
suppl

Organizational
performance

QM
practices

process
data

Supplier
selection

employ
cust

benchmarking

Figure 2: Conceptual SEM for Taiwan and Hong Kong data
Another recent study by Sanchez-Rodriguez et al. [38] had used SEM approach to provide insights into
current IT and total quality management (TQM) theory and practice on operational and quality
performance. The results indicate that the sampled firms make considerable use of IT to support their TQM
initiatives and that overall such efforts generate significant positive gains on operational and quality
performance. The model proposed is shown in Figure 3.

Quality
performance

Commitment
Communication
Top management

IT support top
management
Operational
performance

Employee

Figure 3: A proposed theoretical structural equation model
It is observed that the number of research using SEM has been growing, Table 3 shows the summary of the
past related research across the studies. Based on the review, it can be clearly seen that SEM approach can
be used in determining those QM practices implementation and the relation to organizational performance.
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Table 3: Summary of past-related research using SEM approach
Author
Liker et al., 1998
[39]
Ahire and Dreyfus,
2000 [40]

Narasimhan and
Nair, 2005 [41]

Author
Hemsworth et al.,
2005 [42]

Rohani et al., 2006
[34]

Grobler and
Grubner, 2006 [43]
Suradi et al., 2007
[44]

Factor
● component characteristic
● supplier technical
● buyer-suppler relationship
● use of CAD
● design management
● quality training
● product design
● process quality
● external, internal quality
● quality expectations from
supplier
● information sharing and trust
with supplier
Factor
● supplier quality
● personnel management
● cross-functional coordination
● management commitment
● benchmarking
● commitment management
● system and procedure
● culture
● training
● deployment
● recognition ● team
● quality
● delivery
● flexibility ● cost
● commitment from top
● customer focus
● campus facility
● communication
● course delivery
● learning environment
● continual assessment

Findings
Involving supplier at early design
stage is associated with greater
contributions of cost reduction
and higher quality
Design and process management
have positive impact on TQM

Focus area
Automotive design

TQM

Quality expectations and
information sharing and trust
between buyer-suppliers have a
positive influence on supply
chain.
Findings
Quality management has a direct
impact on information system and
purchasing performance

Supply chain

Propose theoretical model
between SPC and improvement in
quality performance

Statistical Process
Control (SPC)

Finds mostly cumulative effects
between the manufacturing
capabilities
There is a direct effect between
some of education services in
quality technical education

Manufacturing
strategy

Focus area
Information system
in purchasing

Quality in education

DISCUSSIONS
Based on the comprehensive review of previous studies, this paper has proposed the Structural Equation
Modelling (SEM) to model the relationship between Quality Management (QM) practices and
organizational performance as presented in Figure 4. This proposed model has adapted the conceptual
model proposed by Lin et al. [37], as their successful model in conducting comparison between two
countries. However, some amendments especially on Quality Management (QM) practices constructs have
been made.
In this proposed conceptual model, QM practice is represented by eight constructs namely, quality
leadership, supplier quality management, strategic planning management, human resource development,
customer focus and satisfaction, quality information analysis, quality results and quality assurance. SEM
can provide a basis for making meaningful inferences about the theoretical constructs and their
interrelations. This research will study the relationship between specific Quality Management (QM)
practices and organizational performance for Malaysia and Thailand automotive industries. Lin et al. [37]
suggested that the international comparative studies on QM practices could provide an insight into
organizational performance in global scale.
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Quality leadership
Supplier quality management
Strategic planning management
QM
practices

Human resource development

Organizational
performance

Customer focus and satisfaction
Quality information and analysis
Quality results
Quality assurance

Figure 4: A proposed conceptual on Quality Management (QM)
practices for Malaysian and Thailand automotive industries.

CONCLUSIONS
There are a numbers of studies have been conducted to identify critical success factors for implementation
of QM practices, however, no previous studies had tried to investigate the relationship between QM
practices and organizational performance especially among ASEAN countries. Based on extensive
literature review, eights constructs had been identified and a conceptual model had been proposed which is
relevant to Malaysian and Thailand automotive industries. Concerning TQM theory aspects, this study will
contribute to clarify the relationship between QM practices and the organizational performance in
international context.
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