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Abstract 
Small and medium-scale enterprises (SMEs) have been identified as the key drivers of all the major 
economies in the world. Their development has become an issue of concern to policymakers in developing 
economies like Nigeria. In today’s competitive business environment, Total Quality Management (TQM) 
plays a very significant role in boosting organisational performance by continuously improving the quality of 
products and/or services delivered. This study therefore assessed the impact of TQM practices on the 
performance and development of SMEs in Nigeria. Data were obtained through the administration of 
structured questionnaire to 50 purposively selected ISO-9000 certified SMEs in the oil and gas industry. 
Six tools of TQM (top management commitment, strategic planning, customer focus, employees’ 
involvement and empowerment, process management, and partnerships) were identified and their impact 
was measured on performance of the SMEs. The results showed that with the exception of employees’ 
involvement and empowerment, all other tools of TQM had significant impact on the performance of the 
SMEs. A lack of employee involvement and empowerment to the implementation of TQM has emerged as 
a possible reason for the failure of TQM systems in some SMEs in Nigeria. The study concluded that 
TQM is a management system capable of enhancing the sustainable development of SMEs.  
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Introduction 
A dynamic small and medium enterprise (SME) sector is widely recognized by many 
researches as the key driver of sustainable economic growth and development. This sector 
constitutes the largest proportion of businesses in both developed and developing 
economies. In many developed countries, over 90% of all enterprises belong to the SME 
sector which contributes over 55% of GDP (Siyanbola et al., 2009). In developing 
economies like Ghana, about 70% of the country’s firms are small-scale (Benzing et al., 
2009), and in South Africa, over 90% of registered businesses are micro, small, and 
medium enterprises (MSMEs) which account for almost half the country’s GDP 
(Robinson, 2004). In Nigeria, SMEs were responsible for 95% of Nigeria’s manufacturing 
in 2005 (Sriram and Mersha, 2010).  
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SMEs have the ability to stimulate entrepreneurship and create employment for 
the teeming masses. In industrialized economies, SMEs accounts for over 65% of total 
employment, and in Africa, the sector accounts for 3.2 million employments. In Nigeria 
and Ghana, SMEs contributes about 70% of industrial employment (Sriram and Mersha, 
2010). They also help to promote industrial development through the utilization of local 
resources, production of intermediate goods and the transformation of rural technology. 
Their flexibility, dynamic adaptation to changing market condition, and ability to respond 
to technological innovations make them significant systems for technology acquisition and 
transfer. This is why the development strategies of many governments now factor in that 
particular attention must be paid to the SME sector as a prerequisite for long term social 
and technological progress. However, despite the quintessential roles of this sector to 
sustainable economic development, SMEs in developing countries are still performing 
below expectation. Ihua (2009) identified poor management capabilities as a key factor 
impinging SME competitiveness in Nigeria.  

In today’s business environment, the survivability of SMEs depends on its 
competitiveness, and quality is a core competitive priority of any organisation to meet its 
long-range plan. Thus, Total Quality Management (TQM) plays a very significant role in 
boosting the competitiveness of SMEs by improving the quality of products and services 
that they offer. It emphasizes a commitment by management to have a company-wide 
drive toward excellence in all aspects of products and services that are important to the 
customer (Sullivan, 1986). It is a philosophy which prioritizes an overall commitment to 
the satisfaction of customers’ needs and, thus, it is regarded as capable of sustaining the 
development of a competitive strategy that aligns the firm with its various publics. It is a 
people-oriented, customer-focused, measurement-driven management philosophy, using 
structured and well-organised operating methodology (Anthony et al., 2002). 

In the last two decades, a significant volume of research has been conducted to 
investigate the relationship between TQM practices and organizational performance. This 
cardinal management approach has been receiving far-flung acceptance by the diverse 
sectors of the world economy such as manufacturing (Fotopoulos and Psomas, 2009), 
service (Feng et al., 2008), government (Chen, 2005), oil and gas (Gbadeyan and Adeoti, 
2008), health care (Kaplan et al., 2010), banking (Irfan et al., 2009), and education (Faganel, 
2010; Adeoti and Omolabi, 2013). Despite the enormous studies on TQM applicability, 
there is a lack of systematic empirical evidence regarding the extent of TQM 
implementation and its effect on performance of SMEs in emerging market economies 
such as Nigeria. Therefore, this study aimed at contributing to the existing body of 
literature on TQM and to assess its impact on the performance and development of SMEs 
in Nigeria. The following hypotheses were formulated and tested in the study. 

i. SMEs in Nigeria do not implement TQM practices. 
ii. TQM practices do not have significant effect on the performance of Nigerian 

SMEs. 
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Literature Review 
Total Quality Management and Sustainable Development 
Ford (1991) believes that quality is defined by the customer; customers want products and 
services that, throughout their lives, meet their needs and expectations at a cost that 
represents value. Thus, Total Quality Management (TQM) refers to a quality emphasis that 
encompasses the entire organization, from supplier to customer. According to Pfau (1989) 
and Stevenson (2012), TQM is a culture for continuously improving the quality of goods 
and services delivered through the participation of individuals at all levels (from the chief 
executive to the least subordinate) and in all functions of the organization (production, 
marketing, finance, designing, human resource, accounting, customer care, etc.). Demirbag 
et al. (2006) defined TQM as: “A holistic management philosophy aimed at continuous 
improvement in all functions of an organization to deliver services in line with customer’s 
needs or requirements under the leadership of top-management”. It is a management 
approach capable of sustaining the development of a competitive strategy that aligns the 
firm with its various publics (Santos-Vijande and Alvarez-Gonzalez, 2007). These 
definitions identified six basic elements of TQM. They are: 

• Top management commitment: For TQM implementation to be successful, top 
management should champion its implementation by providing the leadership. 

• Employee involvement and Empowerment/teamwork: All employees at every level in the 
firm should be involved in the task of continuously improved quality, and they 
should be empowered through training and education. 

• Customer focus: Quality should be valued by the customers and should always be put 
in relation to their needs and expectations. 

• Partnership: Firms should form alliances with partners and collaborators in the 
market in an attempt to achieve competitive advantage as well as knowledge and 
technology transfer.  

• Strategic planning: Firms should draw up strategic plans which are used to regularly 
review and establish the organisation’s short-term and long-term objectives and to 
pre-empt competitive situations. Also, the strategic plans should always consider 
customer’s needs, suppliers’ capabilities and the needs of any other stakeholders in 
the firm’s activities. 

• Process management: This is concerned with how the firm designs and introduces 
products and services, integrates production and delivery requirements and 
manages the performance of suppliers. 

  
Sustainable development (SD), on the hand, is defined as “development that meets 

the needs of the present without compromising the ability of future generation to meet 
their own needs” (World Commission on Environment and Development, 2006). For the 
business enterprise, SD means adopting business strategies and activities that meet the 
needs of the enterprise and its stakeholders today while protecting, sustaining and 
enhancing the human and natural resources that will be needed in the future (International 
Institute for Sustainable Development, 1992). The stakeholders include shareholders, 
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lenders, customers, employees, suppliers and communities who are affected by the 
organization’s activities. These definitions highlight that (i) development must meet the 
needs of a business enterprise and its stakeholders, (ii) business dependence on human and 
natural resources, and (iii) SD is a pervasive philosophy to which every participant in the 
global economy (including consumers and government) must subscribe. These constitute 
the mantras of TQM. 

For industrial development to be sustainable, it must address important issues at 
the macro level such as: economic efficiency (innovation, profitability, and productivity), 
social equity (poverty, community, health and wellness, human rights) and environmental 
accountability (climate change, land use, biodiversity). Sustainable businesses can survive 
shocks because they are intimately connected to healthy economic, social and 
environmental systems. Zairi and Liburd (2001) defined SD as ‘the ability of an 
organization to adapt to change in the business environment to capture contemporary best 
practice methods and to achieve and maintain superior competitive performance’. SD 
within a business creates value for customers, investors, and the environment. Without 
sustainable development, there is little benefit to be gained from TQM since TQM is a 
durable culture that promotes business improvement over time – at present and in future 
(Curry et al., 2002). It is a source of competitive advantage in the global market place (Pfau, 
1989; Demirbag et al., 2006). 
 
 
Small and Medium-scale Enterprises (SMEs) and Sustainable Development 

There is no consensus on the definition of Small and medium enterprises (SMEs). 
In Nigeria, different government agencies have applied different definitions of SMEs due 
to differences in policy focused. The National Policy on MSMEs (2010) in Nigeria adopts 
a classification for small and medium-scale enterprises based on dual criteria, employment 
and assets as shown in Table 1. SMEs therefore are those enterprises whose total assets 
(excluding land and building) are above five million naira, but not exceeding five hundred 
million naira, with a total workforce of between 10 and 199 employees. 

SMEs are globally recognized as key drivers of economic growth and sustainable 
development (Day, 2000; Normah, 2007). SME sector improves per capita income, 
increase value  addition  to  raw  materials  supply,  improve  export  earnings  and  step  
up  capacity utilisation in key  industries. SMEs contribute to over 55% of GDP and over 
65% of total employment in high income countries. SMEs and informal enterprises, 
account for over 60% of GDP and over 70% of total employment in low income 
countries, while they contribute about 70% of GDP and 95% of total employment in 
middle income countries (National Policy on MSMEs, 2010). SMEs also play significant 
contribution in the transition of agriculture-led economies to industrial ones furnishing 
plain opportunities for processing activities which can generate source of revenue and 
enhance sustainable development process. 

In Nigeria, SMEs contribution to national development is still below expectation. 
In countries at same levels of development with Nigeria, SMEs contribute a much higher 
proportion to GDP than currently observed in Nigeria (Oyelaran-Oyeyinka, 2011). 
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Nigeria’s economic growth has been led by the service sector in the last decade, 
particularly, in the information technology and telecommunication (National Policy on 
MSMEs, 2010). SME sector in Nigeria is adversely affected by several factors militating 
against its development, and leading to an increase in the rate of SMEs failure. These 
factors include the unfavourable economic conditions resulting from unstable government 
policies; gross undercapitalisation, strained by the difficulty in accessing credits from banks 
and other financial institutions; inadequacies resulting from the highly dilapidated state of 
infrastructural facilities; astronomically high operating costs; and poor management 
capabilities (Ihua, 2009). 
 
 
Table 1: Classification of Micro, Small and Medium Enterprises in Nigeria 
Size Category Employment Asset - excluding Land & Building  

(₦’ Million) 
Micro enterprises Less than 10 Less than 5 
Small enterprises 10 to 49 5 to less than 50 
Medium enterprises 50 to 199 50 to less than 500 

Source: National Policy on MSMEs, 2010 
 
 
Relationship between TQM and Performance of SMEs 
In order to get complete understanding of the practice of TQM, various studies were 
analysed and reviewed. Anderson and Sohal (1999) studied the impact of TQM and related 
improvement strategies on performance of Australian SMEs by using Australian Quality 
Awards framework. They observed a positive correlation between TQM practices and 
organizational performance of the SMEs, reiterating the need for effective implementation 
of the TQM practices along with strategic decision making which will ultimately yield long-
term fruitful results for SMEs. 

Lee (2004) investigated the existing status of TQM practices in 112 manufacturing 
SMEs in China and its impact on their performance. It was found that majority of the 
firms were new to TQM practices and that it was initiated by their top management. A 
positive influence of TQM was observed on performance as waste, inventory and costs 
was reduced, and an increase in sales was observed. Impeding factors in TQM 
implementation were lack of top management commitment and lack of knowledge about 
TQM implementation, along with lack of education and training and inadequate process 
control techniques. 

Kaynak (2003) investigated the relationships between TQM practices and their 
effects on firm performance in the US using structural model. The results showed there 
exist positive relationships among TQM practices, and the practices had significant effects 
on various performance levels of firms – inventory management performance, quality 
performance, and financial and market performance. Chong and Rundus (2004) explored 
the impact of TQM and market competition on organizational performance by studying 
filled questionnaires from 89 managers from manufacturing firms. Results showed that 
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there is a positive correlation between market competition and TQM practices of 
customer focus, product design and organizational performance.  

In the same manner, the effect of TQM on the performance of SMEs was 
observed in Malaysia by Sohail and Hoong (2003), in India by Mahadevappa and 
Koreshwar (2004), in Portugal by Sousa et al. (2005), in Spain by Bou and Beltran (2005), 
in Turkey by Demirbag et al. (2006), and in China by Yusuf et al. (2007). All these 
researchers were of the view that ISO certification should be acquired by the SMEs and 
ISO quality management systems should be integrated with TQM for continuous 
improvement of the overall business performance. They also re-affirmed that most critical 
factor in successful implementation of TQM is top management commitment and that 
necessary training of both upper and lower management is necessary.  

Chauhan (2014) conducted a study on the benefits that SMEs derived by 
implementing TQM, using 20 SMEs from the manufacturing sector in India. The findings 
showed the benefits gained by the firms were increased productivity, reduced rejection, 
minimised cost and wastage, and enhanced management-employee relationship. 
 
 
Methodology 
The research population consisted of all the ISO 9000 registered SMEs in Nigeria. This 
study which comprised of SMEs in the oil and gas industry was conducted in three oil 
service operational areas – Lagos, Port Harcourt and Warri (PETAN, 2010). Primary data 
were employed in the study through the administration of structured questionnaire to 50 
purposively selected ISO-9000 certified SMEs in the Nigerian oil and gas industry. SMEs 
in this industry were chosen because the Nigeria’s oil and gas industry is the largest 
industry and the main generator of GDP in the country. So, SMEs in this industry 
constitute a significant proportion of Nigeria’s SME sector and contribute about 53% to 
GDP (National Bureau of Statistics, 2014).  

Purposive sampling technique was also employed to gather data from the heads of 
quality assurance and operations units or their representatives in each of the firms. These 
firms fit the condition of having staff strength of more than 10 but less than 200 according 
to the guidelines of the National Policy for MSMEs (2010). This study was carried out in 
2012 in Port Harcourt and Warri, and in 2013 in Lagos in order to have a robust 
investigation. 

The main objective of this study was to determine the relationship between TQM 
practices and business performance of SMEs in Nigeria. The study’s dependent variable 
was business performance of SMEs which was measured by profitability (PROFIT), while 
the independent variable, TQM practices, was measured using six variables which include 
top management commitment (TMC), strategic planning (SP), customer focus (CF), 
employees’ involvement and empowerment (EIE), process management (PM), and 
partnerships (PAT). A linear multiple regression model was developed for the study: 
 

…….. (1) 
where ε is the error term. 
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Each of these tools of TQM was rated on a 5-point scale ranging from 1 ‘strongly 

disagree’ to 5 ‘strongly agree’. Sample items for TMC, SP, CF, EIE, PM, and PAT include 
‘senior managers actively encourage change and implement a culture of trust, involvement 
and commitment in moving towards best practice; our company’s service operations are 
effectively aligned with the central business mission; our customers’ requirements are used 
in designing new products and services; we have an organisation-wide training and 
development process, including career path planning, for all our employees; we have 
established methods to measure the quality of our products and services; and our company 
form alliances with partners and collaborators in the industry in order to achieve 
competitive advantage’ respectively. 

The scale was tested for reliability by using Cronbach’s Alpha. Table 2 illustrates 
the test results. The overall value of Cronbach’s alpha for each independent variable was 
above 0.7 which means that the constructs were reliable to measure the variables of TQM. 
Also, alpha value for the dependent variable ‘Performance’ was 0.7579 which is in 
acceptable range and means that individual constructs were reliable to measure the 
parameters of performance. 
 
 
Table 2: Reliability Analysis of the Measured Variables 
Variable No. of 

items 
Alpha Reliability Coefficient 

Top management commitment  4 0.7621 
Strategic planning 4 0.7403 
Customer focus 4 0.7497 
Employee involvement & 
empowerment 

4 0.7961 

Process management 4 0.7556 
Partnership 4 0.7311 
Performance  5 0.7579 
 
 
Data Analysis 
Description of the Sample Population 
 The study administered 50 copies of the questionnaire to the heads of quality 
assurance and operations units, and all the copies were thoroughly filled and retrieved. The 
SMEs covered in this study engaged in fabrication and construction, well construction and 
completion, modification, maintenance and operation, transportation, control system and 
ICT, design and engineering, and consultancy in oil and gas services. These job areas have 
very high employment potentials, especially with the enactment of the Local Content Law. 
Thus, the SMEs have the capacity of stimulating greater ingenious entrepreneurship and 
employment opportunities, and contribute significantly to Nigeria’s economic 
development. 
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 TQM Practices in SMEs in Nigeria  
 The analysis in Table 3 presents the descriptive statistics of the variables. The 
analysis showed that customer focus ranked highest among the TQM practices in the 
selected SMEs. This was confirmed by a high mean score of 4.10 in a 5-point scale. This 
revealed that Nigerian SMEs pay much attention to satisfying their customers. Thus, 
customers’ requirements are used in designing new products and services. Also, effective 
partnership/collaboration with other firms and top management commitment to quality 
management were found to be prevalent among the SMEs. These findings were confirmed 
by high mean scores of 4.06 and 4.05 respectively. The results further showed that the 
SMEs engage the tools of strategic planning and process management to gain competitive 
advantage. However, a low mean score of 1.57 out of a possible maximum value of 5.00 
revealed that the SMEs pay little attention to employee involvement and empowerment in 
quality management.  
 
     
Table 3: Descriptive Statistics on TQM Practices in SMEs 
Practice Mean Standard Deviation 
Customer focus 4.10 0.65 
Partnership 4.06 0.63 
Top management commitment  4.05 0.52 
Strategic planning 3.80 0.58 
Process management 3.42 0.87 
Employee involvement & empowerment 1.57 1.03 
 
 
TQM Practices and SMEs’ Performance 

Multiple regression analysis was employed to investigate the influence of the TQM 
practices on the business performance of SMEs. Using stepwise regression, the analysis in 
Table 4 showed that the values of beta-coefficients for top management commitment, 
strategic planning, customer focus, employee involvement and empowerment, process 
management and partnership depicted a positive relationship with the performance of the 
SMEs. Also, the analysis revealed that top management commitment, strategic planning, 
customer focus, process management, and partnership contributed significantly to the 
performance of the SMEs. Besides, customer focus, partnership and top management 
commitment were found to be the most critical TQM practices in the SMEs. Employee 
involvement and empowerment was the only variable that was not significant to the firms’ 
performance (t = 1.255, p > 0.05).  

To measure the goodness of fit of the regression, the coefficient of multiple 
determination (R²) was used which represents the proportion of the variation in the 
dependent variable that is explained by the set of selected independent variables. Thus, the 
multiple coefficient of determination (R2 = 0.471) showed that the TQM practices could 
explain about 47% of the variation in the performance of the selected SMEs. This is quite 
reasonably high, depicting a positive relationship between the TQM practices and 
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performance of SMEs. The F-statistic showed the TQM practices had significant impact 
on the performance of the SMEs (F = 45.202, p < 0.05). Thus, these findings provide 
empirical evidence that TQM significantly and positively contributes to SMEs’ business 
performance (in terms of profitability) which brings about sustainable development of the 
SME sector. 

The regression assumptions were also checked by normality, autocorrelation and 
multicollinearity tests. The model meets the assumptions of normality, because the 
Kolmogorov-Smirnov (KS) test is not significant at 0.05, accepting the null hypothesis that 
the distribution of the series tested is normal. The result of the Durbin Watson (DW) was 
satisfactory (≈ 2), indicating no autocorrelation between the residuals from the regression 
model. The multicollinearity of the variables in the model was verified by the Tolerance 
(Tol.) which in this case showed satisfactory values (all greater than 0.10) and outcome of 
the Variance Inflation Factor (VIF) which was less than 10 for all variables. 
 
 
Table 4: Estimated Results of Multiple Regression 
Variable β t Tol. VIF 
Constant -1.012 -2.208* - - 
Top management commitment  .156 2.165* .630 1.588 
Strategic planning .144 1.951* .507 1.972 
Customer focus .333 4.182* .433 2.312 
Employee involvement & 
empowerment 

.073 1.255 .830 1.204 

Process management .139 1.767* .444 2.254 
Partnership .342 3.980* .372 2.689 
R2 .471 
DW Stat 1.793 
Sig. KS .631 
F – Test 45.202 *    

 Dependent Variable: Performance  *Significant at 5% level 
 
 
Summary of findings 

The study revealed that the SMEs engaged the tools of customer focus, top 
management commitment and partnership very well. This implies that customers’ 
requirements are constantly used in designing new products/services offered by the SMEs, 
and the management of the SMEs actively encourage change and implement a culture of 
involvement and commitment to quality practices. Also, the SMEs form effective 
partnership or collaboration with other firms in order to enhance sustainable development. 
This could be accredited to the Oil and Gas Local Content Policy which has contributed 
positively to the linkage performance of SMEs in the oil and gas industry (Monday et al., 
2012). Concerning the tools of strategic planning and process management, they were 
moderately implemented by the SMEs, while employee involvement and empowerment 
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was poorly implemented. Thus, the implementation of TQM practices by the SMEs could 
generally be described as fair. 

Furthermore, this study showed that with the exception of employees’ 
involvement and empowerment, all other tools of TQM had significant effect on the 
performance of the SMEs. This finding is consistent with previous similar study by Malik 
et al. (2010) which found that employee empowerment had weak correlation with the 
performance of the SMEs in Pakistan, another developing country. This shows that 
Nigerian SMEs need to pay adequate attention to employee participation in decision 
making process, employee training and skill development, and education. Oladipo and 
Abdulkadir (2011) emphasized that employee training and skill development remains an 
indispensable instrument for boosting employee empowerment which consequently 
impact on overall organisational performance. 

 
 
Conclusion  

SMEs act as a vital component of growing economy and contribute positively to 
economic development. This study presented a causal relationship between the TQM 
practices and SMEs’ performance. It was found that customer focus, partnership and top 
management commitment were the most critical factors of TQM practices that influence 
the business performance of the SMEs. In general, the study revealed that TQM practices 
had positive and significant impact on the performance of SMEs. The results validated the 
previous studies in which it was established that the performance of SMEs has positive 
relationship with TQM practices. A lack of employee involvement and empowerment to 
the implementation of TQM has emerged as a possible reason for the failure of TQM 
systems in some SMEs in Nigeria. This is because employees (humans) are the most 
valuable and active asset of any organisation. All other assets of an organisation are passive 
which require human application to generate value. This study concluded that TQM is a 
management system capable of enhancing the performance and development of SMEs. 
We therefore recommend that SMEs should invest more in employee training, skill 
development programmes and education as these have a multiplier effect on the firm 
performance. Also, SMEs irrespective of the industry should make it a top priority to 
engage the tools of TQM identified in this study in order to boost competiveness, and 
consequently, enhance sustainable development. 
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