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Abstract 

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

often referred to as antecedents of growth, competitive advantage and business 

performance by previous research. This research is the first investigation in a 

literature study that attempts to show the relationship between EO and TQM 

concepts on business performance. In this study, we use a multidimensional model 

on EO and TQM concepts and test a series of hypotheses related to business 

performance using student business data surveys in the MSMEs scale of 

Surabaya, East Java. It is expected that the results of this study can answer 

prepositional questions, whether the two strategies can help improve the 

performance of MSME-scale businesses in developing countries. 
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INTRODUCTION 

The development of quality in Micro, 

Small and Medium Enterprises (MSMEs) to 

date has focused on three things, namely 

quality planning, quality control, and quality 

improvement. The development of the 

principle of quality has been contained in the 

19-9000-2001 Indonesian National Standard 

Series Quality Management System (SNI) 

certification which focuses on quality 

management. This is seen as one of the 

company's strategies chosen to answer 

consumer demands for more critical quality. 

Many confirmed company strategies 

have a strong impact on achieving good 

business performance. More specifically, 

some innovative practices and strategies such 

as total quality management (TQM) that 

focus on integrated quality can contribute to 

organizational performance (Al-Dhaafri et al, 

2013). Entrepreneurial orientation (EO) 

focusing on creating and developing an 

entrepreneurial culture has been widely well 

said in research articles that have a strong 

impact on improving organizational 

performance. However, the results regarding 

the impact of these practices cannot be 

summed up thoroughly in the management 

literature. 

A lot of publisher journal said that 

TQM has a strong effect for business 

performance (Wiklund and Shepherd, 2005; 

Kraus et al, 2012; Al-Dhaafri, 2013; 

Christian, 2018) But some other research 

confirmed some findings that not all TQMs 

are successful (Samson and Terziovski, 

1999; Sohal and Terziovki, 2000). This 

difference makes the theoretical gap that 

must be explored more and deeply in some 

developing countries, where the issue of 

quality is still the main obstacle. departing 

from this, the objective of this study is to 

investigate the relationship between 

entrepreneurial presentation and TQM 

concepts and their effect on business 

performance on a micro-scale in Surabaya, 
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which Surabaya is one of the metropolitan 

cities in the Republic of Indonesia. 

 

Resource Base View 

The resource-based view (RBV) has 

been considered as one of the main parts of 

the research concept that has developed 

rapidly in recent years. This theory was first 

introduced to society by Wernerfelt (1984). 

He argues that organizational succeeds is 

determined by the organization's internal 

resources. Resources in this organization 

could be physical or non-physical assets 

(Collis, 1994), or competencies such as well 

knowledge and skills (Teece et al, 1997). The 

RBV emphasizes the compatibility between 

the opportunities available and the potential 

of the organization. Therefore, the main thing 

for RBV is to consider the full utilization of 

available internal resources to build core 

organizational competencies that aim to 

achieve and maintain a strong organizational 

value proposition (Makadok, 2001). 

This condition becomes difficult for 

organizations to achieve the same 

competitive level if the organization 

considers internal resources such as human 

capabilities, access to information sources 

and internal organizational strategies 

(Barney, 1991). Therefore, organizations 

must build good relations between the 

external and internal environment to achieve 

sustainable competitive advantage. By the 

implications of the RBV on organizational 

competitive advantage, RBV on the priority 

of resources in starting and maintaining the 

competitive advantage of the organization, 

therefore this concept must improve relations 

to choose resources and great potential value 

for organizations (Makadok, 2001). 

 

TQM and Business Performance in 

MSMEs 

 Most of these studies have confirmed 

that the adoption of one strategy such as 

TQM will ultimately add value proposition 

or competitive advantages to all types of 

organizations (Sila and Ebrahimpour, 2002). 

Therefore, some other researches show that 

TQM has a strong positive relationship with 

performance results, such as financial 

performance and profitability (Cummings 

and Worley, 1997), and other outcomes such 

as customers' and employees' satisfaction. 

Employees relation between one another can 

be maintained too (Lawler et al., 1995) which 

finally it can increase the company's 

competitive advantage on any scale. 

  The use of TQM on organizational 

performance as an organizational strategy in 

MSMEs has been studied by several 

researchers (Feng, 2006; Lee, 2004). The 

impact of TQM implementation on 

organizational’s main value is evident in the 

role of TQM fundamentals to encourage 

business praxis that will increase 

productivity, quality, gain customer 

satisfaction, and reduce costs and gain the 

satisfaction of employees who run it. In other 

words, the practice of TQM supports 

organizations to improve business excellence 

sustainably (Yong and Wilkonson, 1999; 

Lee, 2002). This study used measurements 

TQM implementation for MSMEs developed 

by Rahman (2001) which consisted of 

leadership, information, and analysis, 

strategy and planning, product and service 

processes, people, customer focus. Based on 

the literature study that has been built, it is 

hypothesized that the TQM has a positively 

and significant influence on business 

performance of MSME. 

 

EO and Business Performance in MSMEs 

  The Context of Entrepreneurship has 

grown rapidly in today's complex global-

wide economy, it is a necessity for all 

organizations to gain and maintain 

competitive advantage (Covin and Slevin, 

1986; Wiklund and Shepherd, 2003). 

appertain to the business performance of 

MSMEs, several studies on entrepreneurship 

in the media are quite popular and overall 

show a positive relationship between 

business performance and EO (Lumpkin and 

Dess, 2001). Lumpkin and Dess (1996) 

found the difference between entrepreneurial 

and EO that the EO process answers the 

question of how the project is carried out, 

measured and evaluated, while 
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entrepreneurship refers to its contents of 

entrepreneurial decisions by answering what 

is need to be done. 

  Some researchers study the 

relationship between EO and organizational 

performance in several types of 

organizations. Most EO studies focus on 

three dimensions of EO, namely innovation, 

activity, and risk-taking (Wiklund and 

Shepherd, 2005; Lumpkin and Dess, 2001; 

Davis et al, 2010). They examine the 

moderating effects of industrial life cycles 

and aggressiveness has a different impact on 

organizational performance, where 

proactivity has a positive relationship with 

organizational performance, but 

aggressiveness is weakly related 

performance. Jogaratnam and Tse (2006) 

examined organic structures from negative 

relationships with organizational 

performance. Thus, the following hypothesis 

is used for further empirical examination, 

namely, Entrepreneurship Orientation has a 

positive and significant effect on Business 

Performance. 

  Some definitions in the literature try 

to explain the meaning of the concept of 

entrepreneurship such as the creation of 

innovation, the creation of growth, the 

creation of companies, value creation and job 

creation (Morris et al, 2008). Furthermore, 

the concept of entrepreneurship is a social 

process that depends on the context that 

comes from wealth through individuals and 

teams by gathering shared resources to 

benefit from the market. From their point of 

view, Slevin and Covin (1990) regard the 

concept of entrepreneurship as organizational 

behavior, and EO as a method, process of 

practice, decision making, and operating 

philosophy that top management uses their 

ability to transform their organizations into 

business entities. 

  There are several different definitions 

for aspects of EO. For example, Zahra and 

Covin (1995) define EO as a potential tool 

that inspires business organizations, which 

can be obtained through innovation, 

proactivity, and risk-taking. Three 

dimensions of EO have been introduced by 

Miller (1983) and the other two dimensions, 

namely, aggressiveness and autonomy, have 

been added later in the literature by Lumpkin 

and Dess (1996). However, most of the 

research conducted on EO has used three 

dimensions: Innovative, proactive and risk-

taking to measure EO (Wiklund, 1999). 

Innovativeness as one part of EO is 

related to providing support for sustainable 

renewal, the creative process, and the 

development and creation of new ideas 

through experiments in organizations 

(Lumpkin and Dess, 1996). This is more 

related to the increase in the probability that 

an organization will get optimal benefits 

from first movers or innovators (Wiklund, 

1999). Therefore, innovation has become the 

most important factor used to characterize 

entrepreneurship, and contribute to the 

profitability and growth of entrepreneurial 

organizations (Covin and Milles, 1999; 

Covin and Wales, 2010). To look further in 

the context of MSMEs, how much the impact 

of innovation on business performance is 

hypothesized as follows: innovativeness 

influences Business Performance. 

  Proactiveness was related to the 

willingness of the organization and its ability 

to expect new developments as soon as 

possible to have excellence as the first mover 

about other competitors (Wiklund, 1999). 

Lumpkin and Dess (2001) state that proactive 

is an approach to finding new services and 

product opportunities and responding quickly 

to customer demand. To look further in the 

context of MSMEs, how much is the 

proactive impact on business performance, 

based on this it is hypothesized as follows: 

Proactiveness influences Business 

Performance. 

   Risk-taking is the level at which 

managers or strategic decision-makers of an 

organization are willing to have resource 

commitments to opportunities that arise 

where there is a reasonable likelihood of 

failure (Miller and Friesen, 1978). Also, this 

concept has been debated by Caruana et al 

(2002) that innovation cannot be created 

without taking risks. Therefore, risk-taking is 

considered to be the most important factor in 
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EO which is usually used to show 

entrepreneurship (Osman et al, 2011). To see 

further in the context of MSMEs, how much 

the impact of risk-taking on business 

performance is hypothesized as follows: risk-

taking influence on business performance. 

 

EO and TQM Concept 

EO and TQM are a combination of 

strategies that are very important for 

organizations to achieve competitive 

advantage (Abdullah Kaid Al-Swidi, 2012; 

Al-dhaafri, Zien, & Yusoff, 2013). In every 

initiation of corporate strategy 

implementation, the organization must be 

driven by the goal of seizing opportunities 

and enlarging in the market and having the 

courage to have risks that might occur 

(Lumpkin and Dess, 2001). This logically 

implies that organizations that have an EO 

will have a large tendency to implement 

high-quality, innovative and sustainable 

management strategies. The implementation 

of the TQM concept will have many 

obstacles without EO being owned by each 

member of the organization (Imran et al., 

2018). This is supported by previous findings 

(Abdullah Kaid Al-Swidi, 2012), which 

states that EO and TQM are two things that 

cannot be separated to build a sustainable 

business performance of MSMEs. Based on 

the literature built, the hypothesis proposed 

is: EO significantly influence on TQM 

Based on the development of in-depth 

literature, the propositions are formulated 

and can be proposed as the research model 

attached to Figure 1, as follows: 
 

 
Figure 1. Conceptual Thinking 

METHOD 

This study uses a quantitative 

paradigm. Hypothesis testing uses the Partial 

Least Square (SEM-PLS) method. While the 

research analysis unit is students as business 

people who are conducting business on a 

micro-scale. 

  The population in this study were 

micro-scale business students in the Surabaya 

area who got entrepreneurial learning. A 

large population in the regional scope of a 

city requires an approach used by Ferdinand 

(2002: 58) stating that the population is the 

whole of all objects or individuals which 

each have certain characteristics, clear and 

complete to study. Complementing Riduwan 

and Kuncoro (2008: 37) the population is a 

generalization area consisting of objects, 

subjects that have a unit of number and 

certain characteristics set by researchers to be 

studied and then conclusions drawn. Based 

on the above theory, consider the principle of 

population representation. The sampling 

technique uses purposive random sampling 

which is one of the non-probability sampling 

techniques. Selection criteria are chosen by 

researchers based on the type of business, 

business age, and domicile. 

  The measurement scale chosen and 

used in this study is the Likert scale. The 

Likert scale is an original scale that is used to 

measure one's attitudes, opinions and 

perceptions of social phenomena, where the 

answers for each instrument item have 

gradations: 1) strongly disagree (SD), 2) 

disagree (DS), 3) neutral (N), 4) agree (A), 5) 

strongly agree (SA). The measurement 

variables in this study use several indicators 

as a measure of social phenomena, namely: 

The concept of TQM consisting of 

leadership, information, and analysis, 

strategy and planning, process product and 

service, people, customer focus. This 

measurement is developed by Rahman 

(2001). The EO consists of innovation, 

proactivity, risk-taking measurement 

developed by Zahra and Covin (1995). And 

business performance consisting of financial 

performance and business growth, developed 

by Wiklund and Shepherd (2005). 
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RESULTS AND DISCUSSION 

The purpose of this study was to look 

at the influence of the TQM and EO concepts 

on MSME Business Performance, departing 

from the perceptive theories of Resource 

Base View, TQM and EO which are 

considered as one of the most important 

resources that can help organizations 

improve organizational performance 

(Abdullah Kaid Al-Swidi, 2012; Al-dhaafri, 

Zien, & Yusoff, 2013). Based on the 

phenomenon of inconsistency in some results 

in previous studies regarding the relationship 

between TQM and business performance 

from one side, and EO and business 

performance from the other, this research 

needs to be done to strengthen trust in hybrid 

strategies in supporting business performance 

on MSME scales especially in developing 

countries. which is where the contribution of 

MSMEs greatly supports the country's 

economic growth. 

TQM and EO are seen as quality-

oriented strategies that are expected to have 

an impact on the initial growth of businesses 

pioneered by beginners. Quality as the main 

goal in the initial business becomes a 

common standard in achieving performance. 

There is a lot of suspicion about whether the 

MSME business scale requires the TQM 

concept to help achieve performance, 

regardless of the local government 

socialization regarding the minimum quality 

standards that MSMEs must-have. the next 

question will be trying to associate with the 

EO that is owned by each owner in the 

business, which is the third aspect that is 

necessary for beginner business people to 

gain a competitive advantage in the future. 

The results of this literature study can 

be used as a basis for proposing the 

following propositions: 

 

H1:  TQM influence on business 

performance. 

H2: Entrepreneurial orientation influence 

on business performance 

H2a:Innovativnes ownership 

influence on business 

performance. 

H2b:Proactiveness influence on 

business performance. 

H2c:Risk-taking influence on 

business performance. 

H3: Entrepreneurship orientation 

influence on TQM concept. 

 

Conclusion 

In this research, many theoretical 

contributions can be considered for further 

research. Investigating the influence of the 

joint relationship of the TQM and EO 

concepts on business performance is one of 

the offered in this study. Also, it is hoped that 

there will be many practical implications 

from the results of this research that can be 

developed. The results are expected to help 

students as MSME business players to 

improve business performance through the 

application of the TQM concept with nature 

and entrepreneurial activities to develop and 

improve business performance. TQM as a 

management philosophy sees the application 

of this philosophy as a fundamental change 

in the organization that must minimize the 

risks that will occur and oriented to customer 

satisfaction. The success of the TQM 

philosophy can also depend on the culture of 

entrepreneurship, the availability of 

information systems, the type of business, 

leadership that is created, and consistency in 

business organizations that must be adopted 

by all members to achieve competitive 

advantage in the future. 
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