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Abstract 

The study examined the relationship between total quality management and 

SME performance. Using convenience sampling technique, 100 self-

administered questionnaire were distributed to managers/owners of SMEs 

operating in Kaduna state. The study utilized Partial Least Squares Structural 

Equation Modeling (PLS-SEM). The study was cross sectional in nature that is 

data was collected once. The Results supported the hypothesized direct 

effects of total quality management on SME performance. Finally, the study 

concludes with some limitations that open up the avenues for future research. 
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INTRODUCTION 

The SMEs segment assumes a fundamental economic function in the 

advancement of both developed and developing countries (Buli, 2017; 

Abiodun Anthony Eniola, 2018). It represents a major source of job creation 

with minimum cost and contributes to innovation and technological growth 

(Abiodun Anthony Eniola, 2018; Anthony Abiodun Eniola & Entebang, 2017). 

In fact, SMEs represent 90–99% of the world's business enterprises (Anthony 

Abiodun Eniola, Olorunleke, Akintimehin, Ojeka, & Oyetunji, 2019), and 

contribute 67% of self-employment in the labor force Patrice (Muller et al., 

2017). In the case of Nigeria, according to the Abiodun Anthony Eniola (2018), 

SMEs made up of 99% of all companies in Nigeria and are accountable for 87 

% of the employment in the agriculture and manufacturing sectors. However, 

they contribute only 10% to the national GDP, which is low when compared 
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to other developing and developed economies (Anthony Abiodun Eniola & 

Entebang, 2017). This poor performance of SMEs in Nigeria, especially when 

compared with other countries, is a serious issue and a reason for researchers 

to investigate the key factors behind the situation. 

A critical review of literature indicates that organization that employ total 

quality management can achieve superior organizational performance. For 

this reason it will be important to look at implementation of total quality 

management in relation to improving performance of SMES. In others words, 

the present study intends to investigate the relationship between TQM and 

SME performance in Kaduna State Nigeria. 

 

LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT 

Total quality management Organizations that places emphasis on quality 

stand a competitive edge because quality is a significant driver of success in 

today’s competitive environment (Demirbag, Koh, Tatoglu, & Zaim, 

2006).Organizations that attaints favorable market position need to place 

emphasis on effective strategies such as total quality management. Total 

quality management refers to a management approach that places emphasis 

on continuous improvement in all business operations or organizational 

functions in other to produce or offer services that satisfies the needs and 

expectations of customers (Demirbag et al., 2006). In other words, total 

quality management aims at improving organizational performance and also 

offers improve quality in catering for customer’s needs (Kaur, Singh, & Ahuja, 

2013). In the past, TQM was mainly used in manufacturing industries but 

lately it is being applied to the service sectors since it has been recognized as 

a primary driver in achieving competitive edge and improving performance 

(Bhat & Rajashekhar, 2009; Talib, Rahman, & Qureshi, 2011). Furthermore, 

TQM can assist mangers in managing the affairs of their organization and 

improve performance (Konecny & Thun, 2011). Similarly, a critical review of 

literature revealed that the relationship between TQM and performance has 

been studied and examined. Nonetheless, majority of these studies were 

conducted in developed countries, the result may vary from developing 

nations such as Nigeria due to different context and different cultures. In the 

same vein, the results of TQM and organizational performance varies but 

majority of the studies signifies a significant positive relationship between 

TQM and organizational performance (Abubakar, Kura, & Ringim, 2018; Al-
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Swidi & Mahmood, 2012; Hendricks & Singhal, 2001; Jaca & Psomas, 2015; 

Joiner, 2007; Miyagawa & Yoshida, 2010; Psomas & Jaca, 2016; Yeung, Cheng, 

& Kee-hung, 2006). However, some studies also revealed insignificant 

relationship between TQM and organizational performance such as 

(Hendricks & Singhal, 1996; Kober, Subraamanniam, & Watson, 2012; Prajogo 

& Sohal, 2004). Due to this inconsistent relationship it is pertinent to carry out 

another study in examining the relationship between TQM and organizational 

performance relationship in the context of SMEs in Nigeria where there lack 

of empirical evidence (Abusa & Gibson, 2013). The study therefore proposes 

the hypothesis below: 

 

H1: there will be a positive relationship between TQM and performance of 

Nigeria SMEs located in Kaduna state. 

 

CONCEPTUAL MODEL  

Building on the preceding empirical evidences and theoretical perspectives, 

this study proposed a conceptual model as depicted in Figure 1. 

 

 

 

 

 

 

Figure 1: Conceptual Model 

 

METHOD  

Research design  

This study employed quantitative research approach to assess the 

relationship between competitive aggressiveness and autonomy and small 

and medium enterprises performance. Partial Least Squares path modeling 

(Hellberg, Wold, Dunn III, Gasteiger, & Hatchings, 1985; Wold, Kettaneh-Wold, 

& Skagerberg, 1989) was employed to test the hypotheses. This study also 

adopted cross-sectional research design in which data were collected once 

during the whole study. The data were then analyzed and interpreted 

statistically, while drawing conclusions or making inferences about the 

population of the study at one point in time. Cross-sectional research design 
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was adopted over longitudinal research design because of the resource 

constraints of the researchers in terms of time and money (Sekaran & Bougie, 

2010). In this study, we also used the survey research method to collect data 

through self-administered questionnaire. Given that the target population of 

the study were SMEs operating in north-west of Nigeria kaduna state to be 

precise. 100 small and medium enterprises managers North West of Nigeria 

were invited to partake in the study, the unit of analysis in this study was the 

organization in which the manager of SMEs represented there institution 

since they are in the best position to state how their firm is faring. In addition, 

the 100 SMEs in Kaduna State were included in this study using convenience 

sampling technique. 

 

Participants and procedure  

Of the 100 SMEs that participated in the study in Kaduna State in north-

western Nigeria; 73 or 73% were owners and 27 or 27% were managers. 

Seventy six percent of the participants were males and the remaining 24% 

were their female counterparts. The age of participants ranged between 32 

and 55 years old. Nine percent of the participants had been employed by their 

organization for less than a year, 25% for 1-5 years, 30% for 6-10 years, and 

36% for 11 years and above. Self-administered questionnaires were 

distributed to SMEs in Kaduna state through the use of research assistants by 

the researcher. We selected the participants conveniently from the SMEs 

operating in kaduna state. A cover letter accompanied the survey package 

clearly highlighting the background and purpose of the study. The cover letter 

also provided instructions on how to answer and return the questionnaire. To 

further increase the willingness of the participants to partake in the survey, 

their anonymity and confidentiality were confirmed in the cover letter. 

 

Measures and Goodness of Measures  

The questionnaire was administered based on five-point Likert scale in 
gathering data for the constructs in the research model. All the measures used 
were adapted from previous studies, which were modified to measure 
performance. 
 

Goodness of Measures  

The two basic criteria used in testing goodness of measures are validity and 

reliability. Reliability test is performed to know how consistent an instrument 
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measures the concept it supposed to measure while validity test is a measure 

that states how well the items developed measures the concept it ought to 

measure (Sekaran & Bougie, 2013). 

 

Measures 

The study used the scale of  Chenhall (1997) in measuring total quality 

management while organizational performance scales was adopted from the 

study of (Powell, 1995). 

 

Analytical Approach  

The present study employed partial least squares structural equation 

modeling (PLS-SEM). The PLS-SEM was employed in this study for the 

following reasons. First, unlike the traditional regression approach using SPSS 

Statistics, PLS-SEM can simultaneously estimate the relationships between 

latent constructs, as well as the relationships between indicators and their 

corresponding latent constructs (Sarstedt, Ringle, Smith, Reams, & Hair Jr, 

2014). Second, PLS-SEM has become a useful tool for researchers to reliably 

estimate moderating effects with composite variables based on bootstrapping 

techniques, which employ standard errors for path coefficients (Fassott, 

Henseler, & Coelho, 2016). Finally, regarding the tool of analysis, Smart PLS 3 

software (Ringle, Wende, & Becker, 2014) was chosen on the basis of its 

friendly graphical user interface, which help users to create and estimate a 

PLS path model easily. Following Anderson and Gerbing (1991) general 

recommendations, as well as PLS-SEM-specific guidelines, put forward by 

Henseler, Ringle, and Sinkovics (2009), we first tested the measurement 

model before considering the structural model. This was followed by 

bootstrapping the relationship between TQM implementation and SMEs 

performance. 

 

RESULTS  

Measurement Model  

This study evaluated the measurement’s individual item reliability, internal 

consistency reliability, convergent validity, as well as discriminant validity in 

order to establish the measurement’s reliability and validity (J. F. Hair Jr, 

Sarstedt, Hopkins, & Kuppelwieser, 2014; Henseler, Ringle, & Sarstedt, 2012). 

The results are presented in Table I. Individual item reliabilities were 
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evaluated by examining the outer loadings of each construct’s measure 

(Hulland, 1999). Following Hair et al’s (2013) benchmark for retaining items 

with loadings between .40 and .70, only 2 of the 12 items were deleted. Hence, 

in the whole model, the 10 items with loadings between 0.790 and 0.846 were 

retained. Second, as the upper bound for the true reliability, internal 

consistency reliability was examined by means of composite reliability 

coefficient (Hair, Ringle, & Sarstedt, 2013). It is generally recommended that 

the composite reliability coefficient for each latent construct should exceed 

0.70 (Bagozzi & Yi, 1988). 

 
 

Measurement Model: Discriminant Validity (Cross Loadings)  
SME PERFORMANCE TQM 

FP1 0.844 0.66 

FP3 0.846 0.664 

FP4 0.805 0.66 

FP5 0.82 0.712 

TQM 3 0.698 0.828 

TQM 4 0.647 0.82 

TQM 5 0.635 0.79 

TQM 7 0.704 0.831 

TQM1 0.635 0.81 

TQM2 0.647 0.797 

  
Cronbach's 

Alpha 

rho_A Composite 

Reliability 

Average Variance Extracted (AVE) 

SME PERFORMANCE 0.848 0.848 0.898 0.687 
   

TQM 0.897 0.898 0.921 0.661 
   

 

As shown in Table 2, the composite reliability coefficients, which range 

between 0.898 and 0.921, demonstrate adequate internal consistency 
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reliability. The Average Variance Extracted (AVE) for each latent construct 

was analyzed to ascertain the convergent validity. Generally, the AVE for each 

latent construct should exceed 0.50 (Bagozzi & Yi, 1988; J. Hair Jr, Hult, Ringle, 

& Sarstedt, 2013). As shown in Table 2, the AVE for each latent construct has 

exceeded the threshold value of 0.50, hence, suggesting a satisfactory 

convergent validity. Finally, Fornell-Larcker's criterium was used to ascertain 

the discriminant validity of the measures. The results can be seen in Table 2. 

According to Fornell and Larcker (1981), discriminant validity is established 

only if the AVE for each latent construct is statistically significant and exceeds 

its squared correlation with any other construct. In Table 3 and 4, the squared 

correlations among the latent constructs were compared with the square root 

of the AVEs (values in bold face). Table 3 and 4 suggests that there is adequate 

discriminant validity as the AVE for each latent construct exceeded its squared 

correlation with any other construct (Fornell & Larcker, 1981). Besides using 

the Fornell and Larcker criterion, we also confirmed discriminant validity by 

using the heterotraitmonotrait ratio of correlations (HTMT) approach. This 

approach, which was recommended by Henseler, Ringle, and Sarstedt (2015), 

is based on a multitrait-multimethod matrix. The discriminant validity is said 

to be adequate when HTMT values are below the threshold of less than 0.90 

(Henseler et al., 2015). The results in Table 2 and 3 showed that none of the 

HTMT values was larger than 0.90, which suggest that our measurement 

model fits the data well and it is also indication of adequate discriminant 

validity. 

 

Table 2 and 3: Results of Discriminant Validity of Measures 

Fornell-Larcker criterion   
SME PERFORMANCE TQM 

  

SME PERFORMANCE 0.829 
   

TQM 0.814 0.813 
  

 
Structural Model  
Having ascertained the reliability and validity of the measurement model, we 

then evaluated the structural model. Based on the assessment criteria 

recommended by Henseler et al. (2012), as well as Hair et al. (2013), four 

metrics were used to judge the structural model, namely the significance of 

path coefficients, coefficient of determination (R2), effect sizes (f2), and 

predictive relevance (Q2). As mentioned earlier, we followed the procedures 
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for estimating with composite variables based on bootstrapping techniques, 

which were suggested by Fassott et al. (2016). The results of the full structural 

model are presented in Figure 2 and Table 4.  

 

 
Figure 2: Structural model 

 

Table 4: Results of Full Structural Model 

Relationship Original 

Sample 

(O) 

Sample 

Mean 

(M) 

Standard 

Deviation 

(STDEV) 

T Statistics 

(|O/STDEV|

) 

P 

Val

ues 

TQM -> SME 

PERFORMANC

E 

0.814 0.815 0.027 29.867 0 

 

ASSESSMENT OF COEFFICIENT OF DETERMINATION  

The coefficient of determination (R2) of the model demonstrates that the 

percentage of explained variance for the SME performance was 0.662. This 

suggests that competitive aggressiveness and autonomy explained 66.2% 

variance for the SMEs performance, which is considered adequate in the 

present study.  

Additionally, a research model with higher positive Q2 value suggests more 

predictive relevance. Table 4 presents the results of the cross-validated 

redundancy Q² test. As shown in Table 5, the cross-validation redundancy 

measure Q² for the endogenous latent variable was above zero, suggesting 

satisfactory predictive relevance of the model (Hair et al., 2013; Henseler et 

al., 2012). 

The Table above represents the blindfolding result of the cross-validated 

redundancy (Q2) of the latent endogenous variable of the direct relationships 

model of this study. As this cross-validated redundancy (Q2) is greater than 
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zero, it clearly indicates the presence of path model predictive relevance 

(Chin, 1998; J. F. Hair Jr et al., 2014). 

 

Table 5  
SSO SSE Q² (=1-SSE/SSO) 

SME PERFORMANCE 1,200.00 688.165 0.427 
 

TQM 1,800.00 1,800.00 
  

 

DISCUSSION 

The study developed a single hypothesis which was supported by the PLS-

SEM path modeling results. In other words, the statistical analysis revealed 

that TQM implementation was found to exert influence on the performance of 

SMEs in Kaduna State, Nigeria. These findings are consisted and as well 

supported by the resource-based theory under which such relationships were 

postulated. According to this perspective, for a firm to have superior 

performance, it must control intangible valuable, rareness, inimitable, and 

non-substitutable resources, to be used in implementing strategy that is not 

simultaneously being implemented by current or potential competitors (J. 

Barney, 1991; J. B. Barney, 1986). The present findings is consistent with 

previous empirical studies that found a significant positive relationship 

between TQM implementation and SME performance such as Jyoti, Kour, and 

Sharma (2017),Abubakar et al. (2018),Patyal and Koilakuntla (2017) and 

Parvadavardini, Vivek, and Devadasan (2016). The findings shows that 

managers can improve the performance of their organizations by leveraging 

and implementing TQM. 

 

PRACTICAL IMPLICATIONS  

The results from the present study revealed that implementation of TQM 

affords SMEs the leverage to achieve superior performance. This implies that 

SMEs should work hand in hand with all departments in their firm, all hands 

must be on deck in achieving and producing improved quality products and 

services in improving satisfaction of customers and gaining superior 

performance (Yeung et al., 2006). Similarly, managers and owners of SMEs 

must ensure adequate feedback and response mechanism to needs and wants 

of their staff and reward them properly for task performed by them.  
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CONCLUSION 

The present study adds new knowledge in relation to the impact of total 

quality management implementation on SME performance. A point of 

particular importance is that the present study has provided additional 

empirical evidence in the domain of resource-based view (Barney, 1991, 

2000). The findings will aid both practitioners and managers to take action 

towards enhancing firms’ sustainable competitive advantage by 

implementing value-creating strategies, focusing on customer satisfaction, 

coming up with innovative ideas and providing products at a low cost without 

reducing the quality of the product.  
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