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    CHAPTER-  I 

INTRODUCTION 

The term „social enterprise‟ was coined in the mid-1990s to refer to an entity that seeks to 

reconcile both social and economic ambitions.  Social enterprise includes Cooperatives, Associations, 

Foundations and voluntary organizations etc. Despite their diversity, social enterprises provide an 

innovative approach and are effective as poverty reduction agents that can contribute to the 

promotion of cohesive communities.  Social entrepreneurship is seen as field of experimentation and 

innovation and has the potential to contribute new insights to the discipline of entrepreneurship. But, 

the concept of social entrepreneurship is still poorly defined and its boundaries to other fields of study 

remain fuzzy. However in simple words, it is defined as the process of recognizing and pursuing 

opportunities resourcefully to create social value. Social entrepreneur is someone who recognizes a 

social problem and uses entrepreneurial principles to organize, create and manage a venture to make 

social change. For instance, Vinoba Bhave founder and leader of the Land Gift Movement 

redistributed more than 7,000,000 acres of land to aid India‟s untouchables and landless. Pfizer sent 

6-7 employees to Africa to work with NGO „Mothers to Mothers‟ to support the organization‟s 

efforts to prevent HIV transmission from HIV positive mothers to children. Narayana Hrudayalaya 

Institute of Medical Sciences and its network of hospitals run by Devi Shetty perform about three 

dozen surgeries a day. Of these, 60% are carried out at nominal cost or free of charge. Dr Govindappa 

Venkataswamy and Thulasiraj D Ravilla established Aravind Eye Hospital in 1976. Till date, it has 

treated more than 2.3 million patients and about two-thirds of them free. Dr. Verghese Kurien, 

Founder of Amul Dairy Project was amongst the earliest social entrepreneurs who started the co-

operative movement and made it a sustainable project. Amul was a Government initiative but the 

passion of Dr. Kurien changed the way milk was processed and distributed on a massive scale. The 

list goes on and on. But, the fact to be noted is that there was passion, there was capital, there was 

terrific leadership, and there was sustained involvement at the grass-root level, which helped them to 

translate their vision into reality. Social development in developing countries has traditionally been 

viewed as the responsibility of the governments because of the massive scale of its operations and 

the limited or no capacity of its beneficiaries to pay for the services. While the need for social 

development in developing countries is enormous, the resources available even with the 

governments are limited. Besides, the government machinery and the bureaucracy are ill-equipped 



 

to monitor the implementation of social development projects at the grass-root level. Hence, over the 

years, governments in the developing countries adopted a policy of gradual withdrawal from various 

social development activities. This has created multiple voids in the social realm which have been 

filled by nongovernmental agencies commonly known as nonprofits. The nonprofits play an 

increasingly important role in providing services, for which the public and the private sector lack 

time, information, resources and inclination. They advocate for a variety of social, political, 

environmental,  ethnic,  and  community  interests  and  concerns,  contribute  to  the  social  and 

cultural life of the society, and actively participate in community building (Salamon, Sokolowski & 

List, 2003).  They combine economic and market forces with social goals (Vigoda & Cohen,2003) 

and their employees are expected to fulfill business requirements as well as strictly adhere to ethics, 

accountability, and equity in services. The nonprofit organizations, in the course of their service, 

face several challenges in terms of reductions in government funding, decline in charitable 

contributions, competition from for-profit providers of certain services, and demands for increasingly 

higher levels of accountability.  In recent times, however, an increasing number of non-profits have 

been seeking additional revenues  by  behaving  more  like  for-profit  organizations.  According  to  

Dees  (1998),  the nonprofits are scrambling to find commercial opportunities for a number of 

reasons. First, a new pro-business zeitgeist has made for-profit initiatives more acceptable. With the 

apparent triumph of capitalism worldwide, market forces are being widely celebrated.   There is a 

growing confidence in the power of competition and the profit motive to promote efficiency and 

innovation in development organizations. Second, many social enterprises believe that institutional 

charity can undermine beneficiaries‟ self esteem and create a sense of helplessness and dependence; 

self-reliance is the new mantra. Third, the sources of funds available to nonprofits are tending to 

favor more commercial approaches. There is greater availability of money  for  operating  on  a  

more  commercial  basis.  Lastly,  and  most  importantly,  social enterprises view income-generating 

activities as a more reliable funding source than donations and grants. Many of them now consider 

extensive dependency on donors as a sign of weakness and vulnerability. Social enterprises generally 

are heavily dependent on individual and/or institutional donors for funding specific projects or 

initiatives. It is but natural for donors to closely monitor the usage of funds donated by them. In order 

to regulate and control the spending of social enterprises, the funding agencies put various 

restrictions on the usage of funds. One such restriction is spending on human resources within the 

organization in the form of salaries, benefits, incentives, training and the like. This situation is 

paradoxical, as these organizations experience a variety of human resource issues within their own 



 

organizations while taking up the ultimate goal of augmenting the human development in the larger 

society. 

All social enterprises - irrespective of their size, type, sector or profit-orientation - experience 

human resource management issues of one type or another. As talent is rare, valuable, difficult and 

hard to substitute, organizations that attract, select and retain better talent outperform those that do 

not (Barney and Wright, 1998). Social enterprises, like other organizations, compete with each 

other to attract better talent, which is further intensified by the fact that the talent pool available to 

social enterprises is often limited, since the sector is not perceived to be glamorous and 

remunerative as the corporate sector.   The high turnover of qualified employees in social 

enterprises has increasingly negative impact on recruitment, training, and service effectiveness. 

Filling  a  position  in  a  social  enterprise  poses  a  significant  challenge,  given  the  lack  of 

competitive incentive systems in the sector.  Vacant positions may eventually be filled, but with 

reduced chances of obtaining qualified candidates, additional costs for employee training and 

development, and higher chances of service disruption. 

The 21
st  

century has witnessed an explosive pace of technological advancement, facilitating 

global sourcing and the consequent global operations, which are the main drivers of change in 

employment patterns, leading to intense competition among employers  to attract and retain 

talented workers (Osborn-Jones, 2001). Without doubt it can be said that today an organization‟s 

success is directly linked to the talent it can recruit and retain. Recruitment is critical not only 

forsustaining competitive advantage but also for basic organizational survival (Taylor and Collins, 

2000). Escalating demand for highly talented and skilled employees coupled with limited supply 

makes the acquisition and retention of talented employees a major priority for organizations 

(Flegley, 2006) especially for social enterprises.   The nature of social enterprises and their socially 

desirable goals create an expectation that the employees work for the cause rather than for  the  

paycheck.  Further-more,  social  enterprises  especially  the  nonprofits  are  unable  to compete 

with for-profit organizations in providing good pay and incentives to employees (Brandel, 2001). 

Hence it is almost impossible for them to survive without innovations in the field of human 

resource management, especially for acquiring and retaining talent. 

This paper attempts to understand the various types of social enterprises and their nature of work, 

with a view to appreciating the human resources issues faced by them. The paper examines the 



 

different strategies and practices adopted by social enterprises to innovatively deal with the many 

and varied human resource related issues faced by them, especially those relating to talent 

acquisition and retention within the organization. 

Social enterprises: Nature and Types 

The term „social enterprise‟ evokes various kinds of images and impressions among researchers and 

practitioners.  According to Alter (2000), social enterprises are driven towards innovation primarily  

by two  forces:  first,  the  nature  of  the  desired  social  change  often  benefits  from innovative, 

entrepreneurial or enterprise-based solutions; second, the sustainability of the organization and  its 

services  is  dependent  on  innovations  in  identifying various  streams  of income generating 

activities so as to diversify its funding sources. 

Social enterprises are hybrid organizations that have mixed characteristics of philanthropic and 

commercial organizations in several aspects, such as motives, methods, goals and key stakeholders 

(Dees, 1998). Building upon this perspective, Dees proposed an organizational spectrum (Exhibit–

1), where pure forms of nonprofit and for-profit organizations are placed at opposite ends of a 

continuum,  and the social enterprise, having characteristics of both, is placed somewhere in 

between. 

 The organizational spectrum: positioning of social enterprises on a continuumranging from 

philanthropic to commercial. 

Purely philanthropic                 Social Enterprises                          

Purely Commercial Motives 

 

Methods 

 

Goals 

-Appeal to goodwill 

 

-Mission driven 

 

-Social value 

-Mixed motives 

 

-Mission & market driven 

 

-Social & economic value 

-Appeal to self 

interest 

 

-Market driven 

 

-Economic value 

 

K e y  S t a k e h o l d e r s 

Beneficiaries Pay nothing Pay subsidized rates, or are 

a mix 

 

of full payers and non-

payers 

Market – rate 

prices 

Capital Donations and grants Below market capital, or a 

mix of 

 

donations     and     market     

rate capital 

Market–rate capital 

Workforce Volunteers Employees   retained   at   

below- 

 

market wages, or mix of 

volunteers, part-time and 

Employees retained 

at market- 

 

rate compensation 



 

Supplies In-kind donations Acquired at special 

discounts, or 

 

are  a  mix  of  in-kind  

donations and fully paid 

facilities 

Acquired at 

market-prices 

Source: Adapted from Dees (1998) 

In view of the difficulties in clearly defining a social enterprise because of it incorporating the 

features of „non-profit‟ and „for-profit‟ organizations, Alter (2006) attempted to place it on a 

continuum, which he called the „hybrid spectrum‟ (see Exhibit–2).   The Hybrid spectrum 

identifies social enterprises as combining the features of non-profit and for-profit organizations. 

On the spectrum, hybrid organizations get defined and positioned by the degree of variations in 

their motives, accountability, and use of surpluses/profits.                                                                 

 

 The hybrid spectrum: the non-profit/for-profit continuum 

Traditional 

 

nonprofit 

organization

s 

Nonprofit 

 

with 

income- 

generating 

activities 

Social 

 

enterprise 

Socially 

 

responsibl

e business 

Corporation 

 

practicing 

social 

responsib

ility 

Traditional 

 

for-Profit 

organizati

ons 

    Mission motive 

 

    Stakeholder accountability 

 

 Income reinvested in social 

programs or for meeting operational 

costs 

    Profit-making motive 

 

    Shareholder accountability 

 

    Profits distributed to 

shareholders 

Source: Adapted from Alter (2006) 

On the right hand side of the spectrum are for-profit entities that may also create social value but 

whose main motives are profit-making and distribution of profits to shareholders. On the left 

hand side of the spectrum are nonprofits that may or may not undertake commercial activities to 

generate economic value which is used to fund social programs, because their main motive is to 

serve the economically weaker sections of the society and/or to bring about a culture-change in 

the society rather than to generate profits for the stakeholders. Once again, it should be pointed 

out that social enterprises would combine the features of both. 



 

Since it is easy to understand the nature of organizations by specifying the sector they belong to, 

Westall and Chalkey (2007) made an attempt to specify the sectoral affiliation of voluntary 

organizations and social enterprises. As these organizations do not fully belong either to the 

public or private sector but combine features of both, they preferred to call it the „third sector‟ 

even though this is not a fully homogeneous sector. It is possible to identify at least two major 

subtypes of organizations within this sector, namely (i) voluntary and community organizations, 

and (ii) social enterprises.                                                                             

Westall and Chalkley (2007:32) maintain that „it is not always easy to differentiate voluntary 

organizations from social enterprises. With this attempt to de-emphasis the differences between 

voluntary organizations and social enterprises, they seem to suggest that there is a rather 

homogenous „Third Sector‟, which is debatable for reasons we have mentioned above. 

WhileThird Sector‟ organizations may be similar in terms of their larger purpose, they do have 

substantive differences in terms of their stake-holder objectives as well as the nature of their 

activities. It appears that there is a widely held misconception that the primary distinction 

between a volunteer/community organization and a social enterprise is that the latter are 

entrepreneurial and the former are not. As Bornstein, 2004 has pointed out, most of the 

volunteer/community organization are entrepreneurial and innovative in developing new and more 

effective ways of achieving their social objectives, and sites the case of Childline International as 

example. The critical   difference   therefore   is   whether   the   innovativeness   is   used   for   

designing   and implementing income generating activities as a source of funds for achieving their 

social objectives (Nicholls, 2006). For social enterprises, the major part of their funds comes from 

such income-generating activities, whereas for volunteer/community organizations, the major 

source of funds is donations from individuals or organizations. Among the social enterprises which 

have income generating activities, there are two types based on their profit-orientation-the not-for- 

profit and for-profit social enterprises.  

 

 

 

 



 

 

 

 Differentiating  voluntary/community  organizations  from  social  enterprises based on 

their funding sources: some example 

Name                

of 

 

organisation 

Social objectives Type  (non-

profit 

 

or SE) 

Funding/Income source 

Greenpeace Developing 

environmental awareness 

and promoting 

environmental activism 

Nonprofit–

activist 

organization 

Donations from individuals 

Actionaid Poverty alleviation Nonprofit 

 

organization 

Individuals,      corporations      

and governments 

SEWA         

(Self- 

Employe

d 

Women‟s 

Associati

on) 

Creating     employment     

and livelihood    

opportunities    for 

unorganized woman 

laborers 

Social 

Enterprise 

Donations     and      income     

from commercial activities 

Aravind         

Eye 

Hospital 

Providing eye-care to the 

poor and the aged 

Social 

Enterprise 

Full-paying        customers,        

who subsidize   the   services   

for   two thirds of the total 

patients 

FAB India Helping    artisans    with    

the marketing  of  their  

handicraft products 

Social 

Enterprise 

Income from commercial 

activities 

 

Human Resource issues of social enterprises 



 

Human Resource Management (HRM) is of utmost importance to social enterprises mainly 

for three reasons. First, the personal services provided by social enterprises mean that these 

organizations cannot replace employees with investment in physical facilities and equipment. In 

most cases, the service-providers employees are equated with the services and therefore are the 

single most important asset of nonprofits and social enterprises (Barbeito and Bowman, 1998; 

Hall et al., 2003). Second, more than in other organizations, employees of social enterprises are 

attracted and motivated by intrinsic factors such as a belief in the organization‟s mission and 

values and an opportunity to actualize their individual values, and participation in decision- 

making (Brandel, 2001; Brown and Yoshioka, 2002; McMullen and Schellenberg, 2003a). 

Obviously, these factors have an impact on the recruitment, retention and motivation of people in 

social enterprises (Brown and Yoshioka, 2002). Third, in view of the need for professional delivery 

of services and accountability requirements of the new funding environment, employees are 

arguably the most critical stakeholders in the strategic positing of social enterprises. 

It could be argued that employees of social enterprises are more likely to experience job 

dissatisfaction if: (a) they perceive that their organization is not achieving the public good that 

attracted them; (b) the mission is de-emphasized or derailed by other considerations and (c) the 

espoused values are inconsistent with those practical in the organization. It has been observed in a  

study  by  Howe  and  McDonald  (2001)  that  the  increased  accountability  requirement  has 

become a source of stress and job dissatisfaction among employees of a child welfare organisation. 

Similarly, Peters and Masaoka (2000) found that disgruntlement among employees, particularly 

relating to lack of participation in the decision-making process contributed to increased 

unionization in nonprofits organizations. HRM impacts and is impacted by the context within 

which  it  exists  (Belcourt,  and  McBey,  2000).  Social  enterprises  often  get  pulled  in opposing 

directions: on the one hand, there is an urgency to do more of what they already do in achieving 

their social objectives: on the other hand, there is pressure to become more effective and 

efficient (Barbeito and Bowman, 1998). This has resulted in drastic changes in the operating 

environment of social enterprises over the past two decades (Hall and Banting, 2000; Reed and 

Howe, 1999; Smith and Lipsky, 1993). Because human resources are the primary assets of social 

enterprises (Barbeito and Bowman, 1998), the need to adapt to change and the pressure to do 

more are causing a lot of strain in the management of human resources in these organizations. 



 

Ban, Drahnak-Faller and Towers (2003) maintain that recruitment, retention, and workforce 

diversity are some of the major problems being faced by HR managers in nonprofit organisation. In 

addition, they found that it is difficult for nonprofits to recruit in certain areas, such as information 

technology and business development, as the salaries prevalent among these professionals are too 

high for them to afford. The third sector organizations, with limited resources are trying hard to 

balance the expectations of top talent in the globally networked economy while pursuing their 

donors and persuading them to provide flexibility in spending on human resource so that they can 

retain them effectively and efficiently to bring about a change in the larger society. Though the 

donor-dependency is relatively low for social enterprises, they too are not in a position to offer high 

salaries and perks to their employees. 

Brown,  Carlton,  and  Munoz  (2004)  argue  that  compensation  is  an  important  factor  that 

influences employee turnover in social enterprises. Even though employees are attracted by the 

mission of the social enterprises and are satisfied with their work, they do not find the 

compensation attractive enough for them to remain in the organization for long. 

While it is often claimed by researchers that individuals who choose to work in the non-profit 

sector are differently motivated than those who work in the for-profit sector (Fredrickson & Hart, 

1985; Houston, 2006; Brewer, 2003; Rainey 1983; Wittmer, 1991), it is not unreasonable for 

employees of the third sector to expect a decent compensation for their work career growth 

opportunities, though not on par with those in business and commercial enterprises. 

The lack of investment in human resources leads to various critical problems for the third sector 

organizations, such as low motivation, high frustration, quick job shifts, etc among employees, 

which act against the growth and development of the organization. On the other hand, social 

enterprises spend large portions of their scarce resources on recruiting and training new employees 

from time to time. This is a paradox that makes observers wonder if the resources spent  on  

recurring  recruitment  and  training  could  be  spent  more  beneficially  towards  

compensating the employees adequately so that they would stay longer with the organization and 

ensure smooth and continuous operations, and thereby leading it to higher levels of effectiveness. 

 

Talent acquisition in social enterprises 



 

It is widely recognized that human resource plays a significant role for enhancing an 

organization‟s performance and effectiveness (Huselid, 1995). No wonder there are persistent 

efforts by organizations irrespective of their size, age, type sector, etc to attract the best talent 

available. Talent has become the key differentiator for performance management and for 

leveraging  competitive  advantage  especially  in  knowledge-based  organizations  (Bhatnagar, 

2004). With better talent acquisition and development, employee engagement improves and so 

does  productivity.  Maximizing  team  engagement,  motivation,  and  retention  through  due 

diligence in talent acquisition is vital in today‟s highly competitive environment. Only a talent 

resourcing process that is well defined and well-executed from start to finish yields consistent 

and compliant results which will in turn yield a competitive advantage in the war for talent 

(Ronn, 2007). 

 

For recruiting employees at the lower levels, especially for jobs requiring knowledge of local 

language and familiarity with local conditions, social enterprises often use employee referrals 

and local newspaper advertising - methods that are relatively inexpensive and have a local focus. 

Although referrals are highly effective, the tendency of people to recommend individuals like 

themselves or recommend them for non-professional reasons can potentially lead to the reduction 

in diversity as well as quality among the workforce (Ban et al., 2003). There could, however, be an  

advantage  for  the  employee  referral  system  that  the  employees,  with  their  thorough 

knowledge of the organization, would be able to bring in the most appropriate candidates, 

especially in terms of ideological congruence with the organization.   This is of particular 

relevance for social enterprises in view of the fact that research studies have consistently shown 

that a better match between the employee values and the organizational values predicts employee 

commitment and satisfaction on the job (O'Reilly, Chatman, and Caldwell, 1991). 

As social enterprises have limited resources to spend on recruitment, most of them now-a-days use 

the Internet and campus recruitment mechanisms for recruiting large numbers, especially those 

with specialized knowledge and skills.  For example, microfinance organizations such as BASIX 

and FINO (Financial Information Network Organization) regularly go through campus recruitment. 

For specialized skills and for sourcing from wider, areas social enterprises generally use the 

available web-based job portals to advertise about their organizations and post the job profiles of 



 

the vacant positions. Usually these organizations prefer dedicated development-sector job-portals 

such as devnetjobs.org, barefootjobs.com etc rather than general job portals such as naukri.com  or  

monster.com.  While  it  is  difficult  for  social  enterprises  to  mobilize  job applications, it is 

even more difficult for them to process these applications due to limited or no HR specialists 

available with them. Such difficulties are aggravated by the indiscriminate applications by 

candidates who apply without looking at the profile and the nature of the job. 

 

Over the years, the number of corporate executives looking for a career shift has drastically 

increased. Although this talent pool is a very good source of recruitment for social enterprises, 

the latter are finding it tough to tap this growing potential employee pool, because of their 

limited capability to meet the high expectations of this group.   Notwithstanding this, there are 

some social venture-funds organizations such as Aavishkaar, based in Mumbai, who make use of 

this trend as an opportunity to attract the corporate talent at relatively low cost. For recruiting 

fresh  graduates,  however,  a  method  that  is  becoming  increasingly popular  is  the  volunteer 

program (used by Acumen Funds for example), which is an apprenticeship scheme for those 

interested in the field. In a volunteer program, interested candidates get a taste as well as training 

of the actual work. This reduces the cost of training and development of the employees and also 

helps them to assess the interest and suitability of candidates „on the job‟ and recruit and retain 

them at a significantly low cost. The candidates would also benefit from the volunteer program, 

as it gives them an opportunity to assess themselves vis-à-vis their „future‟ job and organization 

before committing themselves.       Talent retention in social enterprises 

Retention of non-leadership staff in social enterprises deserves special attention since the loss of 

such staff is costly in terms of new recruitment, training and development, interruptions service, 

and decreased employee morale (Halpern, 2006; Ban et al., 2003; Lynn, 2003). Researchers 

maintain that the most important goal of the contemporary human resource systems is not to 

recruit the finest professionals, but to create congruence between people and organizations so 

that they would stay and work with the organization (Lynn, 2003; Vigoda & Cohen, 2003). 

Watson and Abzug (2005, p.628) refer to it as the process of creating “fit and embeddedness”. 

Value and goal congruence positively affect employee performance, job satisfaction, tenure, and 

career success. In the absence of such congruence, an employee cannot reach the expected level 



 

of performance, and tends to accuse the organization of being politically discriminative and 

inequitable. In order to avoid such a potentially destructive situation, there has to be a continuous 

assessment of the interface between the employees and their work environment, and the 

development of advanced HR strategies for recruitment and retention (Vigoda & Cohen, 2003). 

This  is  particularly  relevant  for  the  current  situation  when  the  retention  rates  for    social 

enterprises especially the nonprofit organizations continue to decline, with more workers turning 

to the for-profit  corporate sector as an alternative (Light, 2000; Salamon, 2002). 

Against this background, it is not surprising to see that social enterprises, many of which are also 

not-for-profit organizations, undertake HR innovations almost on a continuous basis, particularly 

in the area of employee retention. In the ensuing section of this paper, we provide a brief 

description of a few such innovative employee retention strategies used by social enterprises and 

illustrate them with case examples. 

 

1. Offering jobs to people with vision and value congruence 

There are many social enterprises which work on sensitive issues such as HIV, gay rights, 

child abuse, women‟s empowerment, disabilities, etc. Employees in these organizations are mostly 

either of unfair treatment relating to such issues or feel strongly about them. Hence they are 

naturally motivated to bring about a change in the society. These organizations to a certain 

extent, act like religious institutions where devotees have faith in the ideology and therefore do 

selfless service. They treat their jobs as an opportunity to actualize their ideologies and get them 

accepted by the society  

Offering jobs to people with vision and value congruence: The case of Mirakle Courier 

Mirakle Courier is a for-profit socially oriented courier company started in 2008 by Oxford 

alumni Dhruv Lakra with the tagline of ‘Delivering possibilities’.  The vision of the organization 

is to provide a platform to deaf people to utilize their potential effectively and thereby become 

economically independent. The company's mission is to provide gainful employment to deaf 

adults. The deaf gets trapped in the vicious circle of poverty since there is low awareness of 

their problems and limited education facilities for them, which seriously affect their employability. 

The organization aims at providing better service to its clients at competitive prices by enlisting 



 

the services of deaf people as employees. Naturally the deaf employees would also benefit 

immensely from this arrangement. 

Mirakle courier has difficulties in finding suitable employees for managerial positions, who 

have patience and skills to manage deaf employees. These managers will have to work hard or 

design superior strategies for competing with other courier companies. Talented managers 

have high expectations of compensation and are always in demand from competitors. 

The top management of Mirakle Courier service consists of committed individuals, who have 

the passion for the cause and are committed to bring about a change in the lives of deaf people all 

over the world. There is a sense of purpose attached to the work done by the employees of Mirakle 

Courier, and this is perhaps the biggest reason for the sense of satisfaction they derive from their 

work. The organization is able to retain competent employees because of high levels of job 

satisfaction flowing from a sense of accomplishing their mission and actualizing their ideology. 

2. Enhancing the credibility of the organization through brand-building 

It is not difficult for large and reputed social enterprises to retain their employees since these 

organizations have a brand name. Employees feel a sense of pride and recognition by associating 

themselves with such organizations. These are mostly international social enterprises or large 

social enterprises, for whom the acquisition and retention of talent is apparently not a problem. 

However, organizations do not grow large overnight; nor are they started as large ones in the first 

place. Along with the growth in size, some organizations make deliberate attempts to enhance their 

brand image.   While the image-building exercise is relatively easy for social enterprises because 

of the generally acceptable nature of their social objectives, it is the consistency and commitment 

with which they promote such social objectives that builds the image of the organization. This is 

adequately illustrated by the case of Aravind Eye Hospital. 

 

3. Providing opportunities for personal growth 

Unlike the large social organizations like Aravind Eye Hospital, the smaller ones are unable 

to attract talented employees because they are not widely known amongst people. To attract and 

retain talented employees some of the social enterprises create opportunities for their employees to 



 

participate in conferences and workshop within and outside the organization so that they could 

develop  themselves  for  effective  performance  on  the  job  as  well  for  career  growth.  For 

employees interested in pursuing studies abroad, some organizations provide support in the form of  

information  and  references  and  facilitation  of  sponsorship.      They  also  encourage  the 

employees  to  write  papers  and  case  studies  which  could  be  presented  in  national  and 

international conferences and seminars. Some organizations have tie-ups with various national 

and international funding agencies such as Ford Foundation, UNDP, Bill & Melinda Gates 

Foundation, Sudha Murthy Foundation, etc which sponsor promising students as well as 

employees of social development organizations to pursue studies abroad. In some cases these 

funding agencies also sponsor the travel expenses for the employees to attend international 

conferences. 

Providing opportunities for personal growth: The case of Grassroots 

Grassroots,   also   known   as   Pan   Himalayan   Grassroots   Development   Foundation,   was 

established in 1991. The focus of the organization is - on the ways and means to improve the 

quality of life of the rural communities.  The organization empowers the rural communities by 

successfully running various projects for sustainable development of the region such as watershed 

management, bio-gas plant, sanitation and forest management. 

 

The organization also focuses on income generating activities to provide means of livelihood to the 

poor establishing a producer company called Umang, managed and run by 2,200 women from 148 

SHGs (Self Help Groups). Umang is an „umbrella‟ organization that houses several small 

manufacturing units, which generate revenues by producing and selling various items such  as  

woolen  knitwear,  pickles,  jams,  honey,  organic  fruits  and  vegetables  to  various consumer 

groups in India and abroad. Currently the turnover of the organization is around Rs.7.5 million 

and plan to scale up to Rs 100 million in the next 4 years. Surpluses from Umang are also used for 

supporting the sustainable development projects. 

The organization is always in the lookout for socially conscious employees who are efficient as well 

as service-minded.  Since the organization is situated in the Himalayan region, it is very difficult to 



 

get good quality management graduates who are willing to live in an isolated locality at low 

compensation for long periods (more than 2 year). 

Grassroots encourages employees to go for foreign degrees or short term courses and support them  

through  a  tie  with  Ford  Foundation,  which  provides  scholarships  to  students  in developing 

countries to study at foreign universities. The organization also seeks to market itself by 

encouraging its employees to write working papers and case studies on their various programs  and  

projects  and  provide  the  employees  opportunities  and  support  to  attend national and 

international conferences and seminars. At Grassroots, the employees have a feeling that they are 

growing with the organization, which acts as motivation to continue with the organization in-spite 

of the isolated locality of mountainous terrains as well as low financial compensation. 

Creating a sense of ownership among employees through participation in decision 

making 

Highly networked organizations like grassroots are able to provide learning and development 

opportunities to their employees through the support of their associates, which becomes a powerful 

retention strategy. However, when the organisation is low on networking they sometimes  adopt  a  

strategy  of  providing  autonomy  and  entrepreneurial  opportunities  to employees within the 

organization.   In other words, they create a sense of ownership in their employees in various 

other ways such as giving them freedom to choose a specific project or issue, permitting flexible 

timings of work, inviting them to participate in decision-making, providing support to employees to 

start new ventures under the umbrella of the parent organization, and encouraging employees to 

work in other organizations and get more hands-on experience for develop new skills, which they 

could utilize in their subsequent work.   Needless to state that such policies serve as an influential 

retention strategy, as employees feel a sense of ownership and importance within the organization, 

and continue to work for it.  

5. Creating entrepreneurial opportunities within the organization 

An innovative practice of some social enterprises for retaining their employees is to create 

career or entrepreneurial opportunities within the organization. Employees are given the freedom 

to execute projects as entrepreneurs. This brings out their creativity and enables them to try new 

things, which in turn encourages them to set higher goals for themselves.   In some cases the 



 

freedom given, is large enough to enable and empower them to work on multiple projects and 

issues at the same time (see Exhibit-10) which they would not have been able to do in a 

structured job. Besides, the employees are also given the freedom of choice to work in different 

sectors/areas such as green technology, agriculture, microfinance, handicraft etc, according to their 

own special interest and competencies. The system also creates a network of entrepreneurs, which 

provides them opportunities to work with different entrepreneurs and thereby create an ecosystem 

for helping the poor. 

Creating entrepreneurial opportunities within the organization: The case of Aavishkaar 

Aavishkaar was established in 2002 and aims to support rural and semi-urban entrepreneurs in 

India through appropriate financial investment and by providing management support, professional 

expertise and other resources. Aavishkaar looks for start-ups and functioning enterprises that 

impact the average rural or semi-urban population in India and offers financial assistance to these 

enterprises. The organisation aims at making the social entrepreneur self- sustaining, often by 

helping them to obtain funding from larger institutions. 

Aavishkaar was started with an investment of Rs 0.1 million (USD 2400) and within 8 years it has 

built the corpus fund of more than Rs 1650 million (USD 35 million). The funds are generated 

from commercial banks, institutions and private investor at lower interest rates and invest these 

funds into small socially oriented organizations which are incapable of getting money from banks 

and large institutions. 

Aavishkaar is an entrepreneurial organization which hires enterprising people who may or may 

not be entrepreneurs themselves but understand various aspects of entrepreneurship.   At 

Aavishkaar each employee is treated as an entrepreneur and there is no hierarchy within the 

organization.  The organization gives freedom to their employees to choose the project or issue in 

which they want to work and provides all kinds of support for them to design and implement the 

project. In providing such support, there is an implicit expectation that the entrepreneur would 

complete the project as planned, in spite of any constraints. 

6. Finding employees from among beneficiaries 

Social enterprises all over the world often recruit their own clients or beneficiaries as 

employees. This strategy of developing beneficiaries-employees is particularly suitable for 



 

organizations that provide subsidized or free services to their clients. Since the „clients‟ have 

received free or subsidized service from the organization they would be willing to work for it for 

low pay or no pay. There is the case of a hospital that picks up sick and abandoned people from the 

streets and treats them to health. Once they are restored to health, many of them do not have a place 

to go to, and so decide to work for the hospital. Similar in the case of a home for mentally 

challenged children, where the mothers of some of these children work as nurses and care-givers. 

Needless have strong loyalties for the organization and stay with it for life. Retention strategies 

of this kind may not have many parallels. Such employees are among the most committed and 

empathetic, as they are aware and sensitive to the mental and physical agony of the clients because 

of their own experience of having gone through the same situation. Besides, they do have a 

thorough understanding of the functioning of the organization. 

7. Attracting employees to serene lifestyle in peaceful and scenic locations 

Social enterprises which are located in picturesque locations in India such as the hilly 

regions, North Eastern plains or Andaman Nicobar Islands are able to retain their employees 

because of their geographical locations. Employees working in these areas like the scenic beauty 

and serene life style that are characteristic of these areas. Employees build a family kind of 

relation with local inhabitants and get deeply attached to these people and their lifestyles. 

Having lived in these areas for some time, the employees find it difficult to adjust themselves 

to the crowding and the rat race in cities or busy areas. Moreover, in these areas the cost of living 

is low, which along with moderate spending habits make a low compensation acceptable to 

employees  

Attracting employees to serene life-styles in peaceful and scenic locations: The case of 

CHIRAG 

CHIRAG is a rural development organization based in the Kumaun region of Uttarakhand in India. 

It was started in 1987 with the mission to improve the quality of life of rural families – with a 

special emphasis on women, children and the poor – residing in the villages of the Central 

Himalayan region, with an integrated approach of improving the lives of people in various ways.    

The activities of CHIRAG include community forestry, soil and water conservation, development 

of watersheds, increasing the availability of fodder, animal husbandry, agriculture and horticulture, 



 

provision of drinking water, primary health care, primary education and the development of 

knowledge and skills amongst young people. 

In order to develop synergies with the work of other organizations and to support them in their work, 

CHIRAG provides technical support to other organizations in different regions of the country. It also 

generates revenue by selling handicrafts and other agricultural commodities. CHIRAG too has its 

share of typical HR related issues faced by social enterprises, such as high attrition because of low 

compensation and the difficulties in attracting people to work in mountainous terrains. Besides, there 

is perennial scarcity of talented and efficient managers who can also understand the various issues 

affecting the lives of rural people. 

CHIRAG works in over 250 villages in Nainital, Bageshwar, Pithoragarh and Almora districts. 

These places are known throughout the world for their scenic beauty and close proximities with 

nature and are inhabited by very simple and friendly people. Many of CHIRAG employees get 

inspired by the lifestyle of the local population and start cherishing the natural beauty and simple 

lifestyle. It then becomes easier for the organization to retain these nature-lovers within the 

organization. 

8. Providing attractive fringe benefits to employees 

Since the small social enterprises cannot afford to pay high compensation to their 

employees, they try many other different methods to compensate their employees. One of them is to 

provide fringe benefits. Such benefits may be offered in many ways such as support for employees 

to pursue higher studies at foreign universities, provide opportunities to do part time consultancy 

work for other organizations which could supplement their income. Encourage employees to go for 

various national and international conferences, provide all kinds of support to employees if they 

want to change their work profile to other areas so that their interest can be retained etc. 

Providing fringe benefits: The case of Dream a Dream 

Dream a Dream is a social enterprise founded in 1999 with a mission to empower children from 

vulnerable backgrounds by developing their life skills at the same time sensitizing the community 

through active volunteering and thereby creating a non-discriminatory society where  unique  

differences  are  appreciated.Dream  a  Dream  provides  children  with  non - traditional 

educational opportunities designed to allow them to explore, innovate and build important life 



 

skills. The organization also provides consultancy and life-skills development support in various 

private schools, it act as one of the sources of income. Since the organization is based in Bangalore, 

it finds tough to attract talented staff because of its inability to pay high compensation. 

Organization also suffers with high attrition rate because of availability of large number of options 

with employees. 

Dream a Dream tries to provide various fringe benefits to its employees such as encouraging 

them  to  do  part-time  consultancy,  inviting  various  bankers  and  tax  planners  to  advice  its 

employees on investment and tax planning issues etc. 

Need for the study 

It is presumed that the outcome of the study would help the social enterprise to formulate 

suitable programs and use appropriate methods to enhance the Quality management practices of the 

social enterprise. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

CHAPTER 2 

 

LITERATURE REVIEW 

 

This chapter provides significant literature review, mainly focused to explore the concepts of quality, 

quality management, implementation of quality management, and organizational performance 

outcomes based on implementation of quality management practices. Section 2.1 provides 

comprehensive coverage of quality definitions proposed by quality gurus and adopted in different 

research studies. Section 2.2 provides inclusive discussion on theoretical framework of quality 

management by integrating pervious research work on development of quality management models 

and quality management criterion adopted by globally accepted national quality awards. Section 2.3 

provides comprehensive discussion on critical issues related to implementation of quality 

management comprised of contents of quality management, effective contextual factors, and the 

process of implementation. Section 2.4 identifies critical success factors of quality management and 

provides brief discussion on most critical success factors. Section 2.5 provides discussion on research 

studies meant to evaluate the effect of quality management implementation of organizational 

performance. Section 2.6 provides discussion on reviewed literature linked with status of quality 

management in Pakistan by incorporating the critical implementation issues of quality management 

discussed in section 2.3 and critical success factors discussed in section 2.4. Section 2.6 provides a 

theoretical framework of research approaches. Finally, section 2.7 provides validity and reliability 

issues in research. 

 

2.1 QUALITY AND ITS DIMENSIONS 

 

Despite the fact that phenomenon of quality management has gained unprecedented popularity in 

recent decades around the world in all natures of business communities, yet there is not a single 

unanimous definition of quality (Reeves and Bender, 1994), this lack of unanimity is attributed to 

complexity involved with concept of quality. The concept of quality is not new by any means and can 

be traced back to ancient Greece era where scholars were keen to explore and understand nature‟s 

excellence and expressed their gratitude towards nature in words like goodness, excellence and 

beauty instead of using word quality (Victor et al., 2000). Walter Shewhart (1931) renowned for his 

process control charts is also known for delivering first definition of quality of industrial era; he 

identified objective and subject characteristics of quality. Objective aspect of quality is directly 

related with product features, which are assumed measurable while subjective aspect of quality is 



 

based on perceptions of customer about product or service (Victor et al., 2005). Shewhart‟s objective 

aspect of quality could be understood as manufacturing quality of products and designing of services, 

while customer expectations and customer perceptions about product quality could be implicit by 

subjective aspects. 

 

1. Edward Deming, one of the great quality gurus of all times and the man behind the incredible 

success of Japanese industry after the second world war, provided the quality definition as “ A 

predictable degree of uniformity and dependability at low cost and suited to the 

market”(Deming, 1986). According to Deming‟s definition, quality of output would have high 

degree of predictability from a production process, which is focused on its target value with 

minimum variations, this consistency and process accuracy will cause to reduce rejection rate 

and increase production efficiency and hence will cause to reduce the production cost.  

 

2. “Quality is conformance to requirements” (Crosby, 1979), this idea was further extended by 

zero-defects concept, which emerged from conformance of requirements with no deviation. 

Although, Crosby‟s zero-defects approach defined an ideal target, organizations are striving to 

reach close to it by maturing their processes. Crosby (1979) further defined quality in strategic 

business perspectives, as “Quality is free”. Crosby concept of free quality provides a logical 

argument against the perception that investment in quality improvement is an expensive 

venture that would burden the organization financially. Crosby argues that investment in 

quality improvement will enhance the quality of products, which will attract and satisfy the 

customers at marketplace, satisfied customers will repeat the purchasing and will 

communicate their prolific product experience with other potential customers, expansion of 

this phenomenon will increase market share and profit of organizations. 

 

3. Another definition of quality, “fitness for use” (Juran, 1993) provided most objective oriented 

approach and intended to satisfy the customers. Juran‟s view of quality narrows the scope of 

quality management programs by profoundly focusing only on specific perceived purpose of 

product, however modern era definition encompasses the concept of exceeding the quality 

customer needs.  

 

4. Garvin (1984) explained the phenomenon of quality as an integrated with multifaceted interests of 

process and product stakeholders. Garvin (1984) introduced five different views about quality  

 



 

 Transcendent quality 

 Product based quality 


 User based quality 


 Manufacturing based quality 


 Value based quality 

 
5. Howard (1994) reported the definition of quality taken from Japan national standard (JISZ 101-

1981) as “A system of means to economically produce goods or services which satisfy customers‟ 

requirements”. Modern era definition of quality is linked with magnitude of variability presents in 

the process. Montgomery (2000) presented a statistical based definition of quality, “Quality is 

inversely proportional to variability”. This quality definition assumes that repeatability of process 

with only natural variations in process would produce products with more uniformity and 

consistency. Stephen et al. (2005) summarized the research work of Garvin (1987) and Saraph et 

al. (1989) related to defining components of quality. Garvin (1987) reviewed the work of quality 

gurus and identified eight components of product quality (Table 2.1). Saraph et al. (1989) 

established eight dimensions of management quality (Table 2.1). 

 

Product Dimensions 
Management Components 

 

(Saraph et al., 1989)  

(Garvin, 1987)  

  

 
 

  
 

Performance Top management leadership 
 

  
 

Features Role of quality department 
 

  
 

Reliability Training 
 

  
 

Durability Product design 
 

  
 

Conformance Supplier quality management 
 

  
 

Serviceability Process management 
 

  
 

Aesthetics Quality data reporting 
 

  
 



 

 

TABLE 2.1 QUALITY DIMENSION 

6. Reeves and Bender (1994) conducted a comprehensive research to trace the roots and 

evaluation of quality definitions starting from Greek philosophers to modern era. They, 

(Reeves and Bender., 1994) identified four definitions of quality from quality management 

literature as (i) quality is degree of excellence, (ii) quality is value, (iii) quality is conformance 

to specifications, and (iv) quality is meeting and/ or exceeding customer‟s expectations.  
 
Reeves and Bender (1994) further provided the strength and weaknesses of each definition derived 

from the literature. Table 2.2 shows the strengths and weaknesses of quality definitions. 

 

TABLE 2.2 STRENGTHS AND WEAKNESSES OF QUALITY DEFINITIONS 
 
Definitions Strengths    Weaknesses  

   

Excellence Strong marketing and human resources Provides   little   practical   guidance   to 
 benefits   practitioners  

 Universally   recognizable –mark of Measurement difficulties  

 uncompromising  standards and high Attributes   of   excellence   may   change 
 achievement   dramatically and rapidly  

    Sufficient  number  of  customers  must  be 

    willing to pay for excellence  

Value Concept of value incorporates multiple Difficulty extracting  individual  components 

 attributes   of value judgment  

 Focuses  attention  on  a  firm‟s  internal Questionable inclusiveness  

 efficiency and external effectiveness  Quality and value are different constructs 
 Allow for comparisons across disparate    

 objects and experiences      

Conformance Facilitates precise measurement  Consumers do not know or care about internal 

To Leads to increase efficiency   specifications]inappropriate for services 
Specifications Necessary for global strategy   Potentially reduces organizational 

 Should force disaggregation of consumer adoptability  

 needs   Specification may quickly become obsolete in 
    rapidly changing markets  

Meeting and Most   parsimonious   and appropriate Internally focused  

/or Exceeding definition for some customers   Most complex definition  

Expectations Evaluates from customer‟s perspectives Difficult to measure  

 Applicable across industries   Customer may not know expectations 
 Responsiveness to market changes  Idiosyncratic reactions  

 All-encompassing definition   Pre-purchased   attitude   affect   subsequent 

    judgments   

Perceived quality Employees relations 
 

  
 



 

    Short  term  and  long  term  evaluations may 
    differ   

    Confusion  between  customer  service  and 

    customer satisfaction  
       

This section provided discussion on quality definitions based of work of quality gurus and research 

studies in the field of quality management. There was no quality definition, 

 
which can be realized as universally accepted. Some definitions were more concerned with cost and 

design of product, while others were related with business results and customer satisfaction. A 

comprehensive definition of quality should address design, cost, business results, and customer 

satisfaction, in addition to its impact towards the welfare of society. 

 

Section 2.1 provided different definitions of quality. After going through from stage of defining 

„quality‟, now it is imperative to discuss the measures to manage the „quality‟, therefore, the 

following section (2.2) provides theoretical framework of quality management based on criteria 

proposed in quality management models and globally accepted national quality awards. 

 

2.2 THEORETICAL FRAMEWORK OF QUALITY MANAGEMENT 
 
 
Today organizations are not only concerned to satisfy the external customers‟ demands but also 

focused on internal customers to motivate them to gain in the quality and productivity improvements. 

Quality management has emerged with promising organizational performance outcomes all over the 

business world. Improved quality maximizes the profit by reducing the costs associated with the 

products (Freiesleben, 2005). Quality management has been embedded in history from the developed 

civilizations of ancient times (Juran, 1995). Juran (1995) identified contextual factors that brought a 

revolution in the field of quality management from mid twentieth century. These factors were (a) 

product maturity, (b) environmental concerns, (c) official regulations of quality, (d) ever increasing 

competition in global markets. These factors are responsible not only for emergence of quality 

management on business horizons but also contributing for the continuous development and 

sustainability of quality management. The sub-sections of 2.2 comprise of discussion on quality 

management concepts, quality management models and quality awards, which are, embedded in the 

modern quality management understanding. 

 

2.2.1 QUALITY MANAGEMENT SYSTEM STRUCTURAL VIEW 
 
 



 

Benson et al. (1991) discussed the historical background of system structural view of quality 

management by referring the work of Astley and Van de Van (1983). System structural view 

defined that the quality management efforts made by an organization are driven and forced by 

the external factors and the role of management is to perceive and respond positively against 

customer demands, competitive pressures, government regulations, and expectations of other 

effective stakeholders of organization. Fig. 2.1 shows the system structural view of quality 

management. 

 

FIG. 2.1 SYSTEM–STRUCTURAL VIEW OF QUALITY MANAGEMENT 
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Benson et al. (1991) further modified the system–structural view by incorporating the quality 

management concept of Smith (1988) to perform gap analysis between actual status of quality 

management and ideal or desired quality management status in organization by the managers. 

Fig. 2.2 describes the modified model of system-structural view of quality management. 

 
 

 

 

 

 

 

 

FIG. 2.2 THE SYSTEM STRUCTURAL VIEW OF QUALITY MANAGEMENT 
 
MODIFIED TO REFLECT ASPECTS OF THE MANAGERIAL PROBLEM- 
 
SOLVING PROCESS 
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2.2.2 THE DEMING MODEL OF QUALITY MANAGEMENT 

 

Deming (1990) proposed his model of quality management to cope with organizational 

challenges to improve organizational performance and to make the organization competitive 

by preaching his 14 points guidelines (Douglas et al., 2006). Deming‟s 14 points of quality 

management have remained popular in circles of both academicians and practitioners (Lai, 

2003; Rungtusanatham et al., 1998; Anderson et al., 1994). Rungtusanatham et al. (1998) 

performed an empirical study in Italy to evaluate the application of Deming‟s quality 

management method by replicating the quality management constructs from Deming by 

refining the research instrumentation. Rungtusanatham et al. (1998) further made a 

comparison of research outcomes with findings of Anderson et al. (1994), who conducted 

same study in industrial plants located in U.S. Douglas et al. (2006) referred work of 

Anderson et al. (1994) whose study of Deming‟s 14 points emerged with seven quality 

management constructs. Anderson et al. (1994) outlined the derived quality management 

constructs from Deming quality management 14 points as: (1) visionary leadership, (2) 



 

internal and external cooperation, (3) learning, (4) process management, (5) continuous 

improvement, (6) employee fulfillment, and (7) customer satisfaction. Rungtusanatham et al. 

(1998) by incorporating path analytical results concluded that quality management programs 

should be aligned with culture of organization, and only those quality management practices 

should be adopted which do not have conflict with existing organizational culture, otherwise 

management should develop a new workforce by selective hiring to create new work culture 

with minimum resistance from employees.Douglas et al. (2006) carried out a research study 

to evaluate the critical issues of applicability of Deming‟s style of quality management by 

using seven constructs of quality management derived by Anderson et al. (1994) from 

Deming‟s 14 points. Douglas et al. (2006) by using content analysis concluded that 

supportive and cooperative culture could be developed in organizations by driving out threats 

of employees about their job, removing unwanted barriers created by unusual long 

organizational hierarchy chain, and focus on valid organizational performance targets by 

avoiding embarking slogans on individual and organizational level. Douglas et al.(2006) 

further evaluated the relationship between process improvement and employee sense of work 

accomplishment, and found that process improvement programs and initiatives guide the 

organization on continuous improvement path and this organizational quality improvement 

causes to enhance the motivation of the employees. From their research work on application 

of Deming‟s style of quality management, researchers (e.g. Anderson et al., 1994, 

Rungtusanatham et al., 1998; Douglas et al., 2006) concluded that quality management 

model, proposed by Deming, is based on well-defined, effective, and valid quality 

management constructs. By applying the Deming‟s model of quality management, 

organizations could realize a cultural change that is mandatory for the successful 

implementation of quality management programs (Douglas et al., 2006). Fig. 2.3 shows the 

theoretical aspects of Deming‟s quality management model. 
 
 

 

 

 

 

 

 

FIG. 2.3 THE THEORY OF QUALITY MANAGEMENT UNDERLYING THE 
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2.2.3 QUALITY AWARDS AND QUALITY MANAGEMENT 
 
 
Development of concerns about quality improvement from last few decades could be realized from 

the introduction of a number of quality awards on national and international level, to boost the quality 

management culture around the world. Barbara and Brook (2006) conducted a research study to 

assess the significance of quality management constructs, used in Malcolm Baldrige quality award, in 

global perspective of cultural differences. Barbara and Brook (2006) compared the quality 

management constructs used in Baldrige quality award with construct used in national quality awards 

like Hong Kong Management Association Award, European quality award, New Zealand business 

excellence award, Japan quality award, and Egyptian quality award to identify the impact of national 

culture on prioritizing the influential quality management constructs. Table 2.3 shows comparison of 

quality management constructs used in above mentioned quality awards along with their standardized 

weights on a scale of 1-1000 points. The distribution of weights depicts the relative importance given 

to quality management constructs in the particular quality management model and in quality 

management award. 

TABLE 2.3 QUALITY AWARD CRITERIA AND THEIR WEIGHTS IN 
 
SELECTED NATIONAL QUALITY AWARDS 

 

Malcolm HKMA Award European New Zealand Japan Quality Egyptian 
Baldrige (Hong Kong) Quality Award Business Award Quality Award 
Award   Excellence   



 

   Award   

Date of initiation Date of initiation Date of initiation Date of initiation Date of initiation Date of 
1988 1991 1992 1993 1996 initiation 

     1996 
Leadership Leadership Leadership Leadership Management Leadership 

(120) (120) (100) (120) vision and (100) 
    leadership  

    (120)  

Strategic Strategic planning Strategic planning Strategic planning Strategic planning Planning 
planning (80) (80) (85) and development (50) 

(85)    (110)  

Customer and Customer and Partnership and Customer and Understanding Customer and 
market focus market focus resource market focus customer and market focus 

(85) (85) (90) (80) market and action (50) 
    taken (50)  

Information Information  Measurement, Information Information 
analysis analysis  analysis and sharing and analysis 

(90) (90)  knowledge utilization (50) 
   management (100)  

   (90)   

Human resource Human resource People Human resource Human resource Human 
focus (85) focus (85) management focus development resource 

  (90) (85) (60) process 
     (100) 

Process Process Process Process Process Process 
management management (140) management management management 

(85) (85)  (85) (100) (150) 
  People results  Results of  

  customer results  enterprise  

Business results Business results society results Business results activities Business results 
(450) (450) key performance (450) customer (500) 

  results  satisfaction  

  Total (500)  (460)  
 
 

Source Barbara and Broke (2006) 
 

 

 



 

2.2.4 JAPANESE TOTAL QUALITY CONTROL MODEL 

 

According to Japanese national standard JISZ 101-1981, Japanese total quality 

control model is defined, as 

 

“Implementing quality control effectively necessitates the cooperation of all people in 

the company, involving top management, managers, supervisors, and workers in all 

areas of corporate activities such as market research, and development, product 

planning, design, preparation for production, purchasing, vendor management, 

manufacturing, inspection, sales and after-service, as well as financial control, 

personal administration, and training and education. Quality control carried out in 

this manner is called company-wide quality control or total quality control” (Howard, 

1994) 

 
Kano (1993) described that Japanese total quality control is focused on customers to 

realize customer satisfaction through adopting quality assurance activities related to 

process and product, the Japanese total quality control model is aligned with industry 

specific theory and practices, known as intrinsic technology (Howard, 1994). Kano 

(1993) further defined that “Intrinsic technology provides the necessary foundation 

upon which TQM is built”. Fig. 2.4 shows the structure of Japanese Total Quality 

Control based on existence of intrinsic technology in the industry. 

 
FIG. 2.4 STRUCTURE OF JAPANESE TOTAL QUALITY CONTROL 
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Scherkenbach (1991) proposed tri-fold foundations for quality as: (i) emotional, (ii) 

logical, (iii) and physical. Howard (1994) concluded, from comparative study of 

Deming style of management and Japanese total quality control, Deming quality 

management model addresses emotional and logical aspects of quality while 

Japanese quality approach is mainly focused on physical aspects of quality, and the 

combination of both quality management approaches could be more effective in 

delivering desired outcomes from quality programs. 

 

2.2.5 STRATEGIC QUALITY MANAGEMENT MODEL 

 

Rodney et al. (2008) recapitulated the research (Combe and Botschen, 2004), which 

is focused to explore the challenges imposed to traditional quality management 

models, based on deductive theory and analysis, by developed competitive market 

place, tremendous breakthrough in manufacturability of industries, and increase in 

process complication to fulfill customized products. This increasing process 

complexity demands to develop the strategic quality management models, which 

should address the dynamic and complex organizational elements for the 

development of quality management culture (Rodney et al., 2008; Combe and 

Botschen, 2004; Sousa, 2003). The strategic quality management model must feature 

with involvement of all stakeholders, empowerment of employees, and strongly built 

communication network within vertical and horizontal organizational hierarchy 

(Leonard and MacAdam, 2004; Stading and Vokuraka, 2003; MacAdam and 

Leonard, 2003). Traditional quality management models are considered more 

focused on operational aspects of quality, while a comprehensive quality 

management should address the operational and strategic dimensions of organization 

simultaneously (Chiles and Theorising, 2000; Douglas and Judge, 2001; Stading and 

Vokuraka, 2003). Rodney et al. (2008) incorporated grounded theory research 

method and developed a quality management model that encompasses quality aspects 

maintained by traditional quality management models and strategic aspects of quality 

management. Fig. 2.5 shows the operational and strategic quality drivers model 

proposed by Rodney et al. (2008). 

 



 

 
 
 
FIG. 2.5 THE OPERATIONAL AND STRATEGIC DRIVER MODEL 
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Source Rodney et al. (2008) 

 

From quality management models, presented in sub-sections of 2.2, it is observed 

that there is strong homogeneity in theoretical understanding of quality management 

irrespective of significant impact of difference in national cultures and other 

contextual factors on applicability of quality management. However, Deming quality 



 

management style considers corporate policy as a primary and critical quality 

enabler, in contrast to Malcolm Baldrige National Quality Award (MBNQA) and 

European Quality Award (EQA), which ranks leadership as main contributor in 

stimulating quality management programs. Most national quality awards developed 

around the world are inspired by Malcolm Baldrige National Quality Award 

(MBNQA). Traditional quality awards are focused on operational aspect of quality 

management, while Rodney et al. (2008) presented „The Operational and Strategic 

Driver Model‟, which incorporates both operational and strategic aspects of quality 

management. 

 

Section 2.2 established the foundation of knowledge concerning the existing quality 

management models, now it is imperative to identify critical issue in the process of 

implementation of quality management. Accordingly, following section (2.3) 

provides a comprehensive discussion on critical issues related to implementation 

process of quality management by considering tri-fold model of implementation 

comprised of contents of quality management, contextual factors, and process based 

implementation. 

 

2.3 IMPLEMENTATION ISSUES OF QUALITY MANAGEMENT 
 
 
Implementation of quality management by an organization is attributed to top 

management‟s great concern to improve their existing status quo by enhancing 

organizational processes quality. Quality management has a smooth mechanism 

based on process-oriented characteristics, implementation of quality management 

should be performed by considering it as a sequential and systematic process and by 

addressing all process ingredients carefully (Hammer, 1996). Irianto (2005) considers 

implementation of quality management as a three-stage process of organizational 

change, at first stage organization defines the motives, principles, and practices that 

stimulate the quality management program, at second stage the organization adopts 

the well-defined principles and practices, and on third stage the lessons learned at 

second stage derive the organization to develop them as routine practices. Irianto 

(2005) proposed a model of quality management implementation comprised of 

implementation (based on process management), contents (critical success factors of 



 

quality management), and context (national and organizational cultural factors), 

shown in Fig. 2.6. 

 

 

 

 

FIG. 2.6 THE THREE DIMENSIONS OF QUALITY MANAGEMENT 
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2.3.1  THE  CONTENT  ASPECTS  OF  QUALITY  

MANAGEMENT IMPLEMENTATION MODEL 
 
 
Irianto (2005) provided comprehensive discussion on contents of quality 

management comprised of five chronological quality management orientations i.e. (i) 

inspection orientation, (ii) process orientation, (iii) system orientation, (iv) chain 

orientation, and (v) total quality management orientation. Total quality management 

orientation addresses phenomenon of organizational contribution towards society 

welfare in addition to all elements from other orientations including leadership, 

people management, policy andstrategy,  resource  management,  process  

management,  people  satisfaction,  customer satisfaction, customer supplier 

relationships, and business results (Irianto, 2005).  



 

 

2.3.2 THE CONTEXTUAL ASPECTS OF QUALITY 

MANAGEMENT 
 

IMPLEMENTATION MODEL 
 
 

According to Powell (1995), quality management theory has always been under the 

phase of transition, which is continuously emerging with issue of changed focuses of 

quality management and means to achieve quality management. Quality management 

is comparatively more focused, than in past, on internal structure, process 

management within the domain of organization, organizational work environment 

and climate, managerial capabilities, knowledgeable human resource, organizational 

culture, and competences (Powell, 1995). Culture has been identified as a significant 

contextual factor in determining the organizational success in developing quality 

management programs and making them effective in delivering desired business 

performance outcomes (Irianto, 2005; Sigler and Pearson, 2000; Madu, 1997). Ana 

(2005) claimed that quality management could contribute to the sustainability of 

competitive advantage by encouraging the development of competencies that are 

specific to produce socially complex relationships that imbued in the history and the 

culture of the company, and generates tacit knowledge. Sachein (1984) provided the 

most appreciated definition of culture (MacMaull et al., 2001; Irani et al., 2004), as 

follows; 

 
“The pattern of basic assumptions that a given group has invented, discovered, or 

developed in learning to cope with its problems of external adaption and internal 

integration, and that have worked well enough to be considered valid, and, therefore 

to be taught to new members as the correct way to perceive, think, and feel in 

relation to those problems”. Sachein (1984, p.5) 

 
 
Literature reviewed in section 2.3.2 revealed the importance of culture in 

implementation of quality management. Accordingly, two main cultural aspects 

regarding implementation of quality management, namely, national culture and 

organizational culture are discussed in following subsections of 2.3.2. 



 

 

 

2.3.2.1  NATIONAL  CULTURE  AND  QUALITY  

MANAGEMENT IMPLEMENTATION 

 

National culture has been a dominating factor in successful implementation of quality 

management programs in organization (Barbara and Brook, 2006). According to 

Barbara and Brook (2006) because of cultural diversity, no quality management 

model could be ranked as universal quality management model, and the successful 

implementation of quality management constructs proposed in Baldrige quality 

award or quality excellence award could be achieved by aligning these constructs 

with locally prevailing culture. They, further evaluate the relevance of Baldrige 7 

quality management constructs i.e. leadership, information and analysis, strategic 

planning, human resource focus, process management, business results, and customer 

and market focus with four dimensions of national culture i.e. power distance, 

uncertainty avoidance, individualism/ collectivism, and masculinity/femininity. 

Barbara and Brook (2006) concluded that national culture has a significant impact on 

defining the fate of adopted quality management programs in organizations, and the 

extent of effectiveness of quality management constructs vary from country to 

country, which supports the belief that universal quality management solutions do not 

exist (Linda and Robert, 1999). National culture is a stimulating contextual factor in 

establishing the result status of quality management programs; national culture takes 

long time to adopt even a slight change. A significant change in national culture is 

rarely observable phenomenon; however, change in individuals‟ behaviors could be 

observed more frequently (Barbara and Brook, 2006; Hofstede, 1999). 

 

 

 

 

 

 

 

 

 

 



 

2.3.2.2 ORGANIZATIONAL CULTURE 

 

Organization culture has been identified as a critical contextual factor in the process 

of implementation of quality management programs like Total Quality Management 

and defining organizational strategies, by transformation of responsibility of quality 

at all organizational levels (McMaulle et al., 2001; Hofstede, 1991; Lakhe and 

Mohany, 1994). Organizational culture is “the deeper level of basic values, 

assumptions, and beliefs that are shared by members of an organization” (Johnson 

and Scholes, 1999).  

 
TABLE 2.4 ESSENTIAL ORGANIZATIONAL MEASURES TO OBTAIN 
 
CULTURAL CHANGES 

 

The organization‟s policies, procedures, and processes must emphasis quality;  

 
Everyone in the organization must have clear understanding of the importance 
of quality in achieving the business objectives;  

 
People at all levels must be aware of the requirements and needs of the 
customers;  

 
The structure of the organization should allow for continuous improvement;  

 
There should be integration of internal and external customer requirements in 
business plans;  
 
    Use of customer-based measures of performance is important  
 
   There is a need to develop strong communication lines;  
 
  Customer commitment must fostered; and  

 
                            Emphasis on customer-oriented values and beliefs must be    
                           supported by the top management  
 
 
 

Source Lakhe and Mohanty (1994) 

 

 

 

 



 

2.3.3 IMPLEMENTATION PROCESS OF QUALITY 

MANAGEMENT 
 
According to Mohr (1982), variance-based approach is more effective to understand 

the process of quality management implementation because it is based on cause- 

and–effect relationship. Irianto (2005) provided a comprehensive discussion on 

process of quality management implementation by incorporating the variance-based 

approach. Variance-based approach assumes implementation of quality management 

as process that involves critical factors of quality management functioning as 

enablers and business performance measures are considered as desired outcomes 

from implementation of quality management, while, contents of quality management 

and contextual factors (organizational and cultural) provide essential conditions to 

define the potential status of implementation outcomes (Irianto, 2005). 
 
The pervious section (2.3) provided the process of implementation based on model of 

quality management implementation, which established the need to identify the 

critical success factors of quality management. Accordingly, following section (2.4) 

is focused to identify critical success factors and provides brief discussion on few 

most critical success factors. 
 
2.4 CRITICAL SUCCESS FACTORS OF QUALITY 

MANAGEMENT 
 
Sila and Ebrahimpour (2002) provided a comprehensive discussion on critical 

success factors by reviewing research studies performed from 1989 to 2000. They 

identified 25 critical success factors from 347 studies. Sharma (2006) performed an 

empirical study to establish the quality management dimensions and contextual 

factors which contribute significantly in enhancing organizational performance in 

Queensland business by incorporating quality management programs like TQM, IS0 

9000, and both TQM and ISO 9000, simultaneously. Sharma (2006) replicated same 

12 quality management factors suggested by Powell (1995) as comprehensive 

dimensions of a complete quality management program. These 12 factors are 

identified by Powell (1995) from a meticulous review of literature (Deming, 1986; 

Juran, 1986; Crosby, 1979; Flynn et al; 1995 and Saraph et al., 1989). These factors 

are: (1) committed leadership or executive commitment, (2) adoption and 



 

communication of TQM or adopting the philosophy, (3) closer customer 

relationships, (4) closer supplier relationships, (5) benchmarking, (6) training, (7) 

open organization, (8) employees empowerment, (9) zero-defects mentality, (10) 

process improvement, (11) flexible manufacturing, and (12) measurements. Sharma 

(2006) used this research instrument in multidiscipline industries like food, beverage, 

textile, wood and paper, printing and publishing, petroleum including chemical, 

rubber and plastics, metal products, machinery and equipment, retail, banking and 

insurance, hotel, tourism, hospital, law firms, and repair shops. These industries were 

then segmented into three major strata manufacturing, service, and construction 

industries. From statistical analysis of data, Sharma (2006) concluded that quality 

management dimension executive commitment ranked first, closer to customer 

ranked second, and employee empowerment was ranked third by the respondents in 

their efforts to manage quality of their organizations.  
 
FIG. 2.7 THEORETICAL FRAMEWORK OF BISHNU’S STUDY 
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Mellat et al. (2007) conducted an empirical research study in petroleum industry to 

evaluate the effectiveness of quality management practices by incorporating the 13 

quality management constructs proposed by Rao et al. (1999), who used 7 quality 

management constructs from Malcolm Baldrige Award, while other quality 

management constructs were introduced and incorporated by them after verifying 

their validity and 
 



 

reliability. Table 2.5 shows quality management constructs proposed by Rao et al. 

(1999) 
 
and replicated in research study by Mellat et al. (2007). 

 

 

TABLE 2.5 QUALITY MANAGEMENT CONSTRUCTS PROPOSED BY 

RAO 
 
ET AL. (1999) 

 

Quality Management Constructs 
 

1. Top management support  
 

2. Strategic quality planning  
 

3. Quality information availability  
 

4. Quality information usage  
 

5. Employees training  
 

6. Employee involvement  
 

7. Product/ process design  
 

8. Supplier quality  
 

9. Customer orientation  
 

10. Quality citizenship  
 

11. Benchmarking  
 

12. Internal quality results  
 

13. External quality results  
 
Source Mellat et al. (2006) 
 
Kannan et al. (1999) reviewed the quality management constructs proposed by many 

researchers (Saraph et al., 1989; Anderson et al., 1994; Flynn et al., 1995; Ahire., 

1996; Black and Porter, 1996). Kannan et al. (1999) recommended that pursuing of 

quality management practices could be effective for organizations by aligning quality 

management concepts with organizational efforts of exploration of new markets, 

advanced technologies, and improvement of process to reduce the process wastages. 

They further concluded that quality improvement programs should be ensured by 

manager to coordinate with organizational strategies on departmental bases. Table 

2.6 



 

shows list of quality management constructs used by researchers 

TABLE 2.6 QUALITY MANAGEMENT CONSTRUCTS 
 

Saraph et al. Anderson et al. Flynn et al. Ahire et al. Black and Porter 
(1989) (1994) (1995) (1996) (1996) 
Role of     

management Visionary Top management Top management Corporate quality 
leadership and leadership support commitment culture 
quality policies     

    Strategic quality 
    management 
 Customer Customer relation Customer focus Customer 
 satisfaction   satisfaction and 
    orientation 

Supplier quality  Supplier Supplier quality  

management  relationship management  

   Supplier  

   performance  

 Internal and   External interface 
 external   management 
 cooperation    

Employee Employee Work force   

relations fulfillment management   

Training   Employee training  
Process Process Process flow  Operational 

management management management  quality planning 
Process control Continuous Statistical control/ SPC usage  

 improvement feedback   

 Learning  Benchmarking  

Role of quality     

department     

Quality data and   Internal quality Quality 
reporting   information usage improvement 

    measurement 
    system 
    Communication of 
    improvement 
    information 

Product service/  Product design Design quality  

design  process management  

Source Kannan et al. (1999) 
 
 
 
TOP MANAGEMENT ROLE IN ORGANIZATIONAL PERSPECTIVES 

 

It is the top management in the organizations, which writes the destiny of 

organization in terms of success in its business journey coupled with competitive 

market orientation. Quality management programs could be more effective in 

delivering performance outcomes in a congenial, supportive, and appreciative work 



 

environment, and only top management can shapeup the quality management efforts 

by providing supportive and constructive leadership. Daniel et al. (2007) investigated 

the top management role in rational decision making in the critical situation for the 

development of organizational performance, and concluded that the speed of 

decision-making is affected, by decision maker‟s achievement motivation, 

networking abilities, and action orientation. Lack of top management commitment 

and passion is considered one of the major obstacles for quality management 

programs in delivering its promised performance outcomes (Smith, 1991; Marash, 

1993). 

 
 
TEAMWORK APPROACH AMONG THE EMPLOYEES 

 

Organizations seldom depend upon individuals to retain long-standing business 

accomplishments rather than team based approach is appreciated and promoted. A 

team is characterized with a group of interdependent employees, which have 

common goals to achieve with high level of coordination and homogeneity (Francis 

and Young, 1992). Effective implementation of quality management requires 

participation from every employee, teamwork among employees could be productive 

in smoothing the implementation of quality management, and the teamwork has been 

identified as essential factor for the success of quality management programs (Reed 

et al., 2000) 
 
EMPLOYEES TRAINING IN MULTIDISCIPLINE SKILLS 
 
Trained and well skilled employees are assumed as an unmatchable asset for 

organizations striving for quality and productivity. Fast pace of technological 

advancement demands trained and skilled workforce in multidimensional jobs. 

Desired performance goals could be realized from quality management practices by 

making them trained and educated in both their job area and quality management. 

The behavior of employees within firms has important implications for 

organizational performance while, human resource management practices can affect 

individual employee performance through their influence over employees‟ skills and 

motivation; and through organizational structures that allow employees to improve 

how their jobs are performed (Mark, 1995). Mahour et al. (2007) suggested that trust 



 

and co-operative learning have significant role in determining the success of strategic 

alliances within the domain of organization. Employee training has been considered 

critical factor in quality management programs (Saraph et al., 1989; Ahire et al., 

1996). Training and development programs for employees enhance their motivation 

and commitment towards the organization (Bardoel and Sohal, 1999). 

 
 
COMMUNICATION QUALITY 

 

Lack of quality communication has been identified as one of the major cause 

of quality management programs failure in organizations. Quality management is a 

collective phenomenon, and everybody in the organization has to play its role to 

make quality management programs effective. However, quality issues, which are 

inadequately communicated or not communicated by any means among the 

stakeholders, would result in confusion and frustration in employees. Communication 

is considered a key ingredient in channelizing the decision process varying in extent 

from top management to workers, while, rational and productive decisions attributed 

to quality of information and communicating mode. Success of any quality 

management programs demands free communication within the organization 

(Suleiman and Steven, 1998). Communication channels should be effective in 

conveying not only responsibility and job requirements but also the commitment of 

management that would help to reduce management barriers to employees (Saraph et 

al., 1989; Ferdows and Demeyer; 1990). 

 
PROCESS ORIENTATION 

 

Quality management practices are meant to improve the quality of process, 

which are integrated to form an entire organizational system. Montgomery (2000) 

stated an inversely proportional relationship between process quality and process 

variations, and reduction in process variations is primary focus of quality 

improvement programs. Process orientation approach considers process designing, 

process controlling, and process monitoring which are core activities to ensure 

process quality. 
 
EMPLOYEE INVOLVEMENT 

 

Successful implementation of quality management practices demands 



 

effective contribution from everyone in the organization. Top management provides 

the environment and infrastructure to facilitate the implementation of quality 

management program, while, employees, at middle and low rank in organizational 

hierarchy, are one who actually demonstrate the implementation in organization. 

Employees with high degree of motivation, strong commitment, and firm loyalty 

could make a real difference in implementing quality management practices 

effectively. 

 
EMPLOYEE EMPOWERMENT 

 

Employee empowerment is an essential counterpart of job responsibility 

assigned to employee by the organization, inadequacy of balance between 

empowerment and responsibility could create inactive and inefficient employees with 

lack of ability to make decision regarding their jobs. Empowerment induces more 

confidence and provides more independence to employees in delivering their job 

responsibility with appropriate level of authority, which cause to minimize the 

dependency on long hierarchal chain in organization, and improves the work 

efficiency. Zoe (2002) highlighted the importance of empowerment of employees in 

success of quality management programs and explained delegation as an internal 

work relationship between a superior and a subordinate, where the superior assigns a 

specific task or duty of his or her role to the subordinate and holds that individual 

personally responsible and accountable for results. Empowered and self-managing 

employees are more productive and efficient in delivering performance (Harvey et 

al., 1992). Employee empowerment attributed to better human resource management 

(Jai and Satit, 2005), which is an essential requirement for the successful 

implementation of quality management programs. 

 
CUSTOMER FOCUS 

 

An organizational strategic approach, in which customers‟ quality 

requirements are prioritized and incorporated in product development, and ultimate 

organizational goal is to achieve customer satisfaction, is characterized as customer 

focused. An organization which achieves customer satisfaction, by providing the 

quality products and services beyond the expectations of customers, would be more 



 

competitive and successful (Drummond, 1992; Anschutz, 1995). 

 
CUSTOMER RELATIONS 

 

Customer relations management addresses organizational approach to 

develop and channelize relations with customers by defining methods to motivate 

customer to provide their feedback and suggestions regarding quality improvement, 

which will further be incorporated in product development, and refining the service 

quality. 

 
SUPPLIER MANAGEMENT 

 

Supplier management refers to measures taken by organizations to strengthen 

relations with suppliers to develop a business environment in which both supplier and 

customer organizations own business and recognized quality improvement as their 

mutual objective. Communication of quality requirements with suppliers, and 

contribution in supplier process development could be an effective strategy to 

encourage supplier participation in the process of product quality enhancement. The 

development of mutual corporation with supplier aiming at product quality 

improvement would be a productive and rational decision for both (Noci, 1996). 

When justified by economic and customer values, investment in a relationship with 

supplier is very prolific (Baven, 1987). Enterprises must develop a strong relation 

with group of suppliers to assure and enhance quality of their products (Gunasekaran 

et al., 1997). 

 

 

USE OF QUALITY MANAGEMENT TOOLS 

 

Use of quality management refers to level of adoptions of quality 

management tools in process of quality improvement. Quality management tools are 

proved effective in systemizing the processes resulted in minimizing processes 

failures, irregularities, and unwanted work delays. 

 
BENCHMARKING 

 

Benchmarking refers to organizational consideration of competitors‟ process, 

product, and market strategy and other best practices evaluation to learn lessons for 



 

in house quality improvement (Walton, 1990). Benchmarking has been characterized 

with investigational tools to identify best management practices that competitors or 

market leaders have adopted to gain competitive edge in delivering high performance 

(Rao et al.,1999). 

 

 

 

USE OF STATISTICAL PROCESS CONTROL 

 

Statistical quality control refers to statistical techniques used for identification 

of quality problems, controlling and monitoring of process parameters, and testing 

and inspection of process outputs. Statistical process control differentiates between 

natural and assignable variations and effectively controls and monitors the 

manufacturing process for specified quality parameters (Montgomery, 2000). 

 
BUSINESS PROCESS RE-ENGINEERING 

 

Business process re-engineering refers to consideration of process for 

effective change in business process, to reduce process bottlenecks, by the 

management to achieve better performance. Rapid change of technology has been 

highly observed from last three decades and the knowledge of these developments is 

considered critical to revise and improve the existing business and production 

processes to achieve better performance in more competitive market. Business 

growth of the organization is based on the investment strategy implemented by the 

organization; rational investment decisions within the domain of organization help to 

reduce business costs and provide a competitive edge to the organization (Carol, 

2007). 

 
PERFORMANCE APPRAISAL SYSTEM 

 

Performance appraisal system refers to the means by which an organization 

evaluates the job performance of its employee, the distribution of rewards, and 

provision of incentive for performance. An unbiased, indiscriminative, and 

appreciative performance appraisal system is indispensible for healthy and supportive 

organizational environment. Motivated, committed, and loyal employees are 

considered real asset for organizations but poorly structured appraisal system 



 

characterized as biased and discriminative could proved frustrating and destructive 

for employees morale. Organization should focus on performance appraisal system to 

remove it potential pitfalls (Pettigrew, 1995). 

 
 
 
 
 
 
 
INVESTMENT IN QUALITY MANAGEMENT 

 

Investment in quality management programs is a strong indicator of 

management commitment towards the implementation of quality management 

programs to meet the challenges posed by competitive market and to satisfy well-

informed and educated customers. Business growth of the organization is based on 

the investment strategy implemented by the organization; rational investment 

decisions within the domain of organization help to reduce business costs and 

provide a competitive edge to the organization (Carol, 2007). 

 
PROFITABILITY 

 

Christopher et al. (2002) stated that an organization, which focuses the better 

quality management practices, would eventually experience improvements in quality 

performance and firm profitability. 
 
MARKET SHARE 
 

Improvement in quality, through quality management efforts, causes a change 

in demand curve, provides an opportunity to the organization to realize more profit, 

and increased market share (Linda and Robert, 1999). 

 

SALE VOLUME 

 

Percentage increase in sale volume is an indication of increase in production 

as well as increase in market demand. Increase in sale volume reflects the better 

management of production process and recognition of product quality by the 

customers. 

 
REJECTION RATE 

 

Monitoring and controlling of production processes by the implementation of 



 

quality management techniques reduces the process failures, minimizes chances of 

process to be out of control, and eliminates the occurrence of assignable variations in 

process. Improvement in the production process causes to reduce the rejection rate of 

production, and hence reduces production costs. 

 
 
 
 
 

2.4.1 LEADERSHIP AND TOP MANAGEMENT COMMITMENT 
 

To meet the challenges imposed by ever-increasing market competition, the 

postmodern business demands effective role as leader from the top management 

(Fazli and Khirual - Anur, 2008). Top management has been identified as critical 

enabler in Malcolm Baldrige National Quality Award (MBNQA) and European 

Quality Award (EQA), and many research studies conducted in field of leadership 

and quality management (Fazli and Khirual-Anur., 2008). Fazli and Khirual-Anur 

(2008) further deducted from research studies that leadership should be taken as 

capability that emerged from resource-oriented concerns of organization, and 

leadership capability could be effective in bringing the productive change in 

organization. Naceur and Hassan (2005) studied leadership role that is mandatory to 

support successful implementation of quality management program (ISO 9000-2000) 

by making use of five leadership constructs , extracted from factor analysis i.e. (i) 

empowerment and contingent reward, (ii) charisma, (iii) intellectual simulation, (iv) 

active management- by-exception, and (v) avoidance. Naceur and Hassan (2005) 

concluded that for successful implementation of quality management programs 

leader should disseminate the empowerment by recognizing and appreciating the 

contributions of employees and should be focused to share the common cultural 

aspects like attitude, norms, and ethics. Zoe (2002) highlighted the importance of 

empowerment of employees in success of quality management programs and 

explained delegation as an internal work relationship between a superior and a 

subordinate, where the superior assigns a specific task or duty of his or her role to the 

subordinate and holds that individual personally responsible and accountable for 

results. Leadership is responsible to develop an organizational culture, which should 

feature with the integrity and appreciation for employees, strong channelized 

communication based on internal and external stakeholders and productive 



 

relationships with suppliers and customers (Hale and Hartley, 2005). Soltani et al. 

(2008) proposed a hypothetical model to identify the role of top management in 

success or failure of total quality management. Fig. 2.8 shows the hypothesized 

model of linkages between top management commitment and total quality 

management success. 

FIG. 2.8 HYPOTHESIZED LINKAGES BETWEEN TOP MANAGEMENT 
 

COMMITMENT AND TQM SUCCESS OR FAILURE 
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2.4.2 CUSTOMER ORIENTATION 

 

Customers are considered most important stakeholders in theoretical aspects of quality 

management programs and the customer satisfaction is presumed as the ultimate goal, to be 

established by organization (Cynthia, 1996). The competitive edge achieved by the 

implementation of quality management practices should be more focused on customer 

orientation (Bounds et al., 1994). Dean and Brown (1994) discussed the quality framework 

and concluded that theory of competitive quality considers customer orientation a critical 

success factor of competitive quality. For many researchers (Cynthia, 1996; Dean and 

Brown, 1994), customer orientation strategy could be identified by the level of relationship 

with customers, importance given to customer feedback, exploring customer needs, and the 

development of mechanism to strengthen the relations with customers by organization. 

Cynthia, (1996) provides a gradual development of customer orientation perspective parallel 

to evolution of quality management, which demonstrates customer orientation as a critical 

component of quality management. Table 2.7 shows the evaluation of quality management 

and customer orientation. 

 

TABLE 2.7 THE EVOLUTION OF QUALITY MANAGEMENT AND 
 
CUSTOMER ORIENTATION 
 

 

 Quality Focus of Quality –Management   Elements of Customer 
 

 Management  Activities     Orientation  
 

 Stages              
 

  o Unique craftsmanship        
 

  o Informal, individual, handicraft  Customer as buyer or beneficiary 
 

 Craftsmanship  fitting, and adjustment        
 

  o Periodic oversight by senior       
 

   artisans            
 

               
 

  o Uniformity           
 

  o Problem detection    o Customer as buyer  
 

 Inspection o Systemic  inspection using  o Profitability more important 
 

   objective, verifiable gauges and   than customer satisfaction 
 

   standards       o Focus on selling  
 

         
 

  o  Product uniformity and reduced       
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   inspection            
 

  o Shewhart‟s  techniques for       
 

   monitoring and evaluating day-  o Acceptable levels of consumer 
 

 Statistical Quality  to-day production activities   vs. producer risk negotiated 
 

 Control o Acceptable  variance from  o Customer measures initiated 
 

   unacceptable  fluctuation  o Some customer inputs solicited 
 

   distinguished          
 

  o Efficiency  through statistical       
 

   sampling increased         
 

               
 

  o Problem   solving and       
 

   coordination          
 

  o Design of quality         
 

  o  Identification and calculation of       
 

   specific cost of quality        
 

 
Quality 

o Expansion of responsibility for  o Customer has  active voice  in 
 

  quality from manufacturing  to   product / service design  

 

Assurance 
   

 

  the entire firm      through quality function  

        
 

  o Initial use of quality   deployment, conjoint analysis, 
 

   professionals      etc.    
 

  o Reliability engineering and       
 

   assessment of performance over       
 

   time            
 

  o Zero defects          
 

               
 

 
               

 

                 

                    

                
 

    o Deliberate choice among    o Customer is focus of quality  
 

     competing dimensions of     activities      
 

 Strategic    quality       o Customer is the final arbiter of  
 

   

o Quality as competitive leverage 
    

quality 
     

 

 Quality            
 

           

o Customer is actively  involved  
 

 
Management            

 

            in  design  and  assessment  of  
 

              
 

             product and service    
 

            o  Emphasis on trust and  
 

             development of effective  
 

             relationships between firm and  
 

             customer      
 

            o Demonstrated and commitment  
 

             to customer through warranties,  
 

             guaranties, etc.     
 

            o Increased  sophisticated  
 

             measurement of customer  
 

             expectation     
 

            o Co-production concept in  
 

             services      
 

            o  Customer is the focus of quality  
 

             activities      
 

            o  Customer is the final arbiter of  
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Sustainable           quality      

 

   

o  Designing and       

Customer is actively involved   

 Competitive        o  
 

   
delivering loyalty-      

in  design and assessment of   

 

Quality 
        

 

   producing goods and      product and services    
 

             
 

     services      o Emphasis on trust and  
 

             development of effective  
 

             relationships between firm and  
 

             customers      
 

            o Demonstrated commitment to  
 

             customers through warranties,  
 

             guaranties etc.     
 

            o Increase sophisticated measures  
 

             of customer satisfaction   
 

            o Increased measurement of  
 

             customer expectations   
 

            o  Customer as potential partner  
 

 
 
Source Cynthia (1996) 
 

 

2.4.3 TRAINING 

 

Trained and skilled workers are considered a valuable asset in traditional manufacturing 

industries, and continuous training and education programs for operators, managerial, and 

executive levels proved effective in defining the fate of any quality management program 

initiated  by organization (Suleiman  and  Steven,  1998).  Training  on  managerial  and 

workers level builds a learning environment where employees are more knowledgeable and 

more experienced with organizational processes that facilitate them to improve processes 

by having improvement in process and product design (Juran and Gryna, 1993). Suleiman 

and Steven (1998) conducted a research study to evaluate the effect of total quality 

management‟s critical success factors on implementation of quality management, cost 

reduction, and profit increase, and concluded that training as the critical success factor had 

significant impact on profitability, cost reduction, and effectiveness of quality management 

programs in delivering desired performance outcomes. In section 2.4, critical success 

factors of quality management have been established and brief discussion on three main 

critical factors (leadership and top management commitments, customer orientation, and 

training) is provided. As pervious sections have provided detailed discussion on quality, 

quality management theoretical framework, and issues related to implementation, now, it is 

of the essence to identify potential performance outcomes of implementation of quality 

management. Accordingly, the following section (2.5) provides discussion on quality 
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management and its impact on organizational performance. 

 

2.5 QUALITY MANAGEMENT AND PERFORMANCE 
 
Issues related to quality management implementation and its performance results have been 

a core area for the researchers, many studies have been conducted to evaluate the impact of 

quality management practices on the organizational performance. Anderson et al. (1995) 

conducted a study to evaluate quality management effectiveness in the organization by 

considering the quality management of internal and external cooperation, customer 

satisfaction, visionary leadership, learning, process management, continuous improvement, 

and the consideration of teamwork within the organization and concluded that these quality 

management practices had positive impact on organization‟s operational performance. 

Alvaro et al. (2003) concluded that the relationship between the success of quality 

management programs and top management support is significant with positive correlation, 

which supported the findings of Juran (1991), Abraham et al. (1999), and Tang et al. (1991). 

Alvaro (2003) further cited the work of many researchers who reported positive results of 

quality management practices for the organizational performance (e.g. Douglas and Judge, 

2001; Eston and Jarrell, 1998, GAO, 1991; McDonnell, 1992; Terziovski and Smson, 1999). 

 

Flynn et al. (1995) used the following quality management constructs in their study 

customer relationships, supplier relationships, product design processes, statistical control 

and feedback, top management support, and work attitudes to evaluate the effectiveness of 

quality management in the organizational context and found positive impact of quality 

management construct on performance. Powell (1995) further extended the quality construct 

by adding adoption and communication of TQM, benchmarking ,open organization, zero-

defects mentality, flexible manufacturing; increased training and employee empowerment. 

Youssef et al. (1996) proposed the importance of middle management role in quality 

improvement and considered the organizational learning as effective ingredient for the 

organizational performance. 

 

Hendricks and Singhal (1997) selected a sample of 463 quality award-wining firms from a 

database of 4,400 firms and used financial performance of these firms over a period of 10-
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years to establish a relation between implementation of total quality management and 

operating performance. Implementation of quality management techniques required a lot of 

effort and commitment throughout the organizational hierarchy, especially contribution by 

the top management. Quality management is a result-oriented strategy aimed to improve 

process and product quality to enhance business performance. Hendricks and Singhal (1997) 

found that firms that have won quality awards, based on the success of their quality 

management process were far more efficient, compared to firms that belonged to control 

sample, in achieving the better operating income performance, growth in sales, and control 

in costs. 

 

Suleiman and Steven (1998) conducted a study on Mexico manufacturing industry to 

identify the critical organizational factors that are essential to have successful 

implementation of Total Quality Management and concluded that employees‟ training, 

performance evaluation based on quality outcomes, and reward for quality ideas not only 

facilitate the implementation of TQM but also have significant effect on cost and profit. 

Rajiv et al. (1996) conducted a research at an electromechanical assembly plant to identify 

the effect of teams on the product quality and labor productivity by forming work teams, and 

observed that work team improve both quality and productivity of labors. 

 

Quality management practices have proved very productive in enhancing the organizational 

performance by providing business growth and stability (Issac et al.,2004). Milé (2006) after 

investigating a large database consisting of 962 responses from Australian manufacturing 

firms and 379 responses from New Zealand manufacturing firms reported that there is 

positive impact of quality management practices when these are used simultaneously with 

objective of quality and productivity improvement and customer satisfaction. A positive 

relationship was found between quality management practices, product quality and 

innovation performance in the survey conducted in Australian industry (Daniel and Sohal, 

2003). 

 

Hale and Hartley (2005) investigated the adoptability of quality management practices by 

high performing and low performing technology organizations by using a bundle of eight 

quality management practices. The eight-quality management practices studied were 
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management leadership, training, employee relations, quality data and reporting, supplier 

quality management, product/service design, process management, and customer relations 

and concluded that high performing firms had implemented quality management practices 

more broadly than low performing high technology firms. Alira et al. (2005) prioritized the 

knowledge role in defining the success of quality management programs in 

the organizations and suggested a new approach of quality management practices as deep 

quality concept (DQC) that defined the way to acquire the essential knowledge for realizing 

the productive performance outcomes of quality management efforts. 

 

Lassâad et al. (2006) conducted a survey of 133 Tunisian companies from the plastic 

transforming sector to identify the effect of quality management practices on operational 

performance by classifying the quality management practices into three main categories 

management, infrastructure, and core practices, and concluded that quality management 

practices have positive impact on the operational performance. Rahman (2006) studied the 

role of quality management practices in logistics and observed that the real challenge, in 

implementing and realizing healthy outcomes from the quality management practices, are 

training of employees, designating authoring of decision-making and transition in the 

corporate culture of the organization. 

 

Daniel et al. (2007) investigated the top management role in rational decision making in the 

critical situation for the development of organizational performance, and concluded that the 

speed of decision-making is affected by decision maker‟s achievements, motivation, 

networking abilities, and action orientation. The success of any quality management effort 

depends upon a number of organizational factors. Mahour et al. (2007) suggested that trust 

and co-operative learning have significant role in determining the success of strategic 

alliances within the domain of organization. 

 

However, there is no shortage of stories about the failure of quality management programs 

in delivering the promised performance outcomes (Hackman et al., 1995; Reed et al, 1996; 

Lemark et al; 1997). Internal quality management programs adopted by organization are less 

effective in delivering the desired performance outcomes unless these programs are 
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integrated with external market-orientation, based on customer needs identification (Kee-

hung and Edwin, 2005). 

 

From the section 2.5, it can be concluded that quality management programs are more 

effective in delivering desired quality results, if implementation of quality management is 

performed under the committed, enthusiastic, knowledgeable, and supportive leadership 

from top management; employees are encouraged to have full participation in quality 

management implementation and are empowered in their area of responsibility. 

Development of participative culture and orientation of customer and supplier relationship 

are mandatory elements to realize successful implementation of quality management. As this 

research is conducted in Pakistan, therefore, it is compulsory to discuss the critical issues 

related to quality management implementation in Pakistan. Accordingly, following section 

(2.6) covers the phenomenon of quality management implementation in Pakistan. 

 

2.6  QUALITY MANAGEMENT IN PAKISTAN 
 
 

Globalization, intense market competition, WTO regime, and technological advancement 

have produced strong impact on the managerial thinking about quality in all parts of the 

world; however, technologically advanced countries are far more responsive towards the 

planning and implementing quality management practice than the developing countries. 

Although, a bundle of research studies have been conducted on quality management, but 

magnitude of these research studies is highly skewed towards the developed countries (e.g. 

USA, UK, JAPAN, etc.), and very rare literature regarding quality management in 

developing countries is available ( Mellat et al., 2007). Nations are significantly different to 

each other because of differences in their behavior and attitudes that persist with long 

historical backgrounds. This difference in attitudes and behavior on national scale is 

characterized as national culture. Barbara and Brook (2006) cited a number of research 

studies, which reported the failure of quality management programs in non-western 

countries which adopted quality management practices without modifying it to 

accommodate with their local cultures. Pakistan, as one of the developing economies, is 
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characterized with almost same national and organizational culture, which has posed a 

barrier to the development and advancement of quality culture in other developing countries 

around the world. These characteristics are lack of leadership, political instability, 

threatening situation on borders with neighboring countries and negative imbalance in trade 

(Madu, 1998). According to Fatima and Ahmad (2006), the issue of quality has not been 

addressed appropriately in both business and industrial sectors of Pakistan, and both sectors 

have to offer committed efforts to narrow the gap between expected and existing quality 

status, to re-emerge as leaders in intensely competitive global market.  

Textile industry has significant contribution in the economy of Pakistan, 60 percent of the 

exports earning are made by textiles products, which is 46 percent of total production from 

manufacturing sectors of country, a country where unemployment has emerged as a killing 

economic phenomenon, textile industry is providing employment to 38 percent of total 

manufacturing labor (NPO,2003). Spinning industry is presumed to be the backbone for the 

textile industry as it supplies the raw material (cotton yarn) to process it in weaving and then 

used in garment industry to manufacture end consumer garments. Spinning industry of 

Pakistan is flourishing with faster pace than other sectors in textile industry, attributed to 

have efficient use of resources, better management of financial issues, effective human 

resources management, and quality improvement because of quality management programs, 

like implementation of total quality management, effective marketing, technology 

enhancement, and the adoption of strategy of customer orientation (NPO,2003). 

 

A benchmarking study (2003) on spinning industry of Pakistan revealed that there is a 

strong need of implementation of management system to take care of employees related 

issues; rationalization of wages and salaries, provision of better work environment, training 

and development, the confidence building measures to be initiated by top management to 

boost morale and sense of ownership among employees. 

 

2.7 THEORETICAL FRAMEWORK OF RESEARCH APPROACHES 

 

Research methodology addresses the issues regarding the process of conducting research, 
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theoretical background of environment in which a particular study is conducted, 

phenomenon under investigation, and the research purpose (Remenyi et al., 1998). Research 

methodology is comprised of process of defining a problem and then finding its answer 

systematically (Taylor and Bogden, 1984; Denzin and Lincoln, 2000). Eriksson and 

Hansson (2003) suggested that before conducting a study, researcher should provide 

approach he adopted in dealing with issues related to research methodology. 

 
Five critical objectives of research have been identified by the Dane (1990), to develop the 

framework of research and to define the roadmap for the research activities. The critical 

factors are exploration of issue under study, description of the data collected against the 

issue, prediction about the probabilistic behaviors of variables important to issue, 

explanation of behaviors and relationship of variables, and finally discussion of action plan. 

 
Anderson (1979) demonstrated that there are two prominent but different research traditions, 

positivism, and hermeneutics, prevailing in the studies involved in understanding the 

phenomenon regarding people, and community. The two research traditions are different in 

their approach to evaluate the incident or subject as Eriksson. (2003) explained the 

hermeneutics in terms of art to make interpretation from the words and incidents, while, 

positivism is based on quantitative measurement taken from the experimentation, and 

discussed in logical manners. Some researchers (Arbnor and Bjerke, 1997) reported the 

existence of three different procedural views, the first view is analytical which is purely a 

positivistic approach based on the empirical data, second view is system oriented which to 

some extent approaches to the positivistic approach, however third approach which is actor 

view is anti-positivistic. Arbnor and Bjerke (1997) further explained that the analytical view 

considered independence of knowledge from the individuals and claimed that any 

phenomenon can be realized and understood through 

objective approach where the whole can be disintegrated into parts to understand it. System 

view follows the proposition that knowledge depends upon the system and there is a 

difference between whole and the sum of its individual parts. However, actor view considers 

the dependency of knowledge on the individual, while the actor is assumed to elaborate the 

whole. 
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In this project at first stage, implementation of quality management is studied and secondly 

the issue of possible operational performance gains from the quality management 

implementation are studied, this approach is characterized by positivistic approach, which is 

based on identification and simplification of the problem through analytical manner. 

Although, in this thesis the research interpretations are made based on empirical data and 

eventually drawn conclusions are based on statistical analysis of fact and figures, collected 

from industrial survey, however there is a definite contribution of author‟s experience and 

knowledge in making interpretations and drawing of conclusions. The inclusion of author 

experience and knowledge in the research process is characterized by hermeneutic approach. 

Hence, this thesis mainly follows the positivistic approach, however to some extent 

hermeneutic approach is also followed to interpret the data and to draw the conclusions. 

 
To address any research problem two different approaches has been identified from the 

literature known as induction and deduction. Induction is actually a phenomenon of 

observing the world with narrow glasses i.e. explaining the multidimensional cases from 

understanding of one specific case. On the other hand, deduction is actually a phenomenon 

of observing a small picture with multi-angle perspectives i.e. explaining the specific case 

from study of multiple cases. Eriksson (2003) provided a theoretical foundation to define the 

sequence of research activities performed in induction and deduction approaches. Eriksson 

(2003) inferred that in induction process hypotheses are developed from already established 

theoretical models, which are tested based on prevailing reality about the investigated 

phenomenon, and inferences are made through rational understanding and logical reasoning, 

while in deduction approach understanding 

of specific observed fact are generalized for the whole and theoretical model are constructed 

based on generalizations. 

 
To achieve the research purpose, the research work related to implementation of quality 

management, and impact of the implementation on organizational performance in the 

diverse cultures and work environment has been studied thoroughly, which supported to 

develop critical research parameters for this study. To develop the hypotheses between the 

implementation of quality management practices and organizational performance, existing 
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theory on the subject was utilized comprehensively. Further, the hypotheses focused on 

understanding the relationship between quality management practices in context of cotton 

spinning industry culture, were also developed based on the established theoretical structure 

of quality management practices. 

 
The modern era of research has been dominated by two main types of research schemes, 

known as quantitative and qualitative methods. The quantitative research is based on the 

data that is based on numbers, while qualitative research is based on the information 

generated from the expressions and concepts (Merriam, 1998). In the broader sense, 

quantitative methods are used to describe and understand the phenomenon under study 

numerically opposite to the qualitative research, which is based on words and non-numerical 

representation of the subject. Dilanthi (2002) provided the comparison of assumptions on 

which quantitative and qualitative methods are based, and infer that the quantitative methods 

are more objective oriented and specific to outcomes and product while, qualitative methods 

are more process oriented in their nature. Denzin et al., (2000) described the qualitative 

methods as more based on attributes of incident, process orientation, and phenomenon 

which cannot be defined numerically against the quantitative methods which tend to explain 

the the causal interaction between the process inputs and outputs through numerically 

describable variables. However, Marshall (1980) argue that too much objectivity proposed 

by the researchers, favoring the adoption of quantitative methods in research, would 

deprived the understanding of issues by focusing on coding and standardizing the data 

through applying subject oriented knowledge. 

 
There are two main schools of thought over the compatibility of quantitative and qualitative 

research methods in their application in research. One school of thought (Lincoln and Guba, 

1985) believes that quantitative and qualitative research methods cannot be applied in single 

exhaustive investigation because of difference in their dealing with subject. However, 

second school of thought (Holme and Solvang, 1991; Patton, 1990) argues that both 

quantitative and qualitative research approaches can be combined to conduct a thorough 

investigation with appreciable results‟ validity. 

 
Five different research strategies have been identified by Yin (1994, 2003); experimentation, 
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survey, archival analysis, history, and case study. The experimentation requires control of 

researcher, over behavioral events; while in this investigation researcher do not have any 

control either over the behavior of cotton yarn industry towards the implementation of 

quality management or the impact of implementation on organizational performance. The 

strategy of history does not focus on contemporary events exclusively, while this research 

study is mainly focused on contemporary issue of implementation of quality management 

implementation and its effect on organizational performance achievements. Yin (1994) 

further explained that case study strategy is best suited to address the questions of “Why” 

and “How” nature, while this study is focused to address questions of “What” and “How” 

nature. The archival analysis may or may not be focused on the contemporary events, while 

this study is exclusively focused on the contemporary issues of implementation of quality 

management. This research is focused to have exhaustive, profound description and analysis 

of the phenomenon of implementation of quality management practices and their impact on 

the quality of cotton yarn in the uncontrolled, non-interrupted, natural, and highly diversified 

work environment of cotton yarn industry. Further, the researcher does not have any control 

over the behavior of cotton yarn mills in adoption of quality management practices and their 

level of adoption. Consequently, by incorporating the theoretical framework of defining 

research strategy proposed by Yin (1994), survey is considered most appropriate strategy for 

this research. 

 

2.8 RELIABILITY AND VALIDITY ISSUES IN RESEARCH 

 

The exhaustive description of research methodology requires a consideration of the 

assessment of critical issues relating to quality of research outcomes and the contribution of 

study to the body of existing knowledge, which is derived from data analysis (Dilanthi et al., 

2002; Yin, 2003). Assessment of the critical issues in the research is mainly focused to 

appraise the potential weaknesses of the research strategy adopted by the researcher in the 

particular studies (Then, 1996; as cited by Dilanthi et al., 2002). To evaluate the quality of 

the pragmatic research in the field of quality management, four tests are used in this thesis 

construct or content validity, internal validity, external validity, and reliability. Then (1996) 

as cited by Dilanthi et al. (2002) described validity as the measure to determine the quality 
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of the answer provided by research against each defined research question. De Vaus (1991) 

argued that validity is not concerned with measure, but with the use of measure in 

perspectives of the concept that researcher has defined. 

 

2.8.1 CONSTRUCT VALIDITY 

 

Construct validity establishes the extent to which a measure of concept is technically sound 

on operational grounds (Yin, 2003). To attain high construct validity, in this thesis, measures 

are developed after a meticulous literature review of previous studies conducted in the field 

of quality management. The measures, used in this study, have high construct validity 

because these have been replicated and revised in a large number of previous investigations. 

The refinement of questionnaire‟s wording is made by taking inputs of two experts in 

technical English writing and an expert in quality management to achieve construct validity 

in both linguistic and quality management framework. To strengthen the construct validity 

each concept and its proposed measure were discussed with authorities in academics and the 

professionals in the industry, before finalization of the constructs or measures. Further, to 

realize the practical effectiveness of a measure in conveying and transforming the concept to 

respondents, a pilot study was conducted that supported to further refine the measures in 

more operational language. The research questionnaire was finalized after incorporating the 

valuable inputs from professionals‟ expertise and lesson learnt from the pilot study and 

performing countercheck by translating concept into measure and retranslating the measure 

into concept, to leave no ground for misrepresentation of concept by measure. 

 

2.8.2 INTERNAL VALIDITY 

 

Internal validity involves determining the logical status of cause and effect relationships 

developed by the researcher by incorporating the theoretical framework behind each 

construct as effect and response (Dilanthi et al., 2002). Internal validity is more concerned 

with explanatory research (Yin, 2003). Although, this research is mainly of exploratory 

nature, however, some issues require explanatory approach. To achieve high internal 

validity cause and effect relations, which are obvious and are validated by researchers are 

considered in this research. The previous studies on quality management and its effect on 
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organizational performance provide the evidence of high internal validity of this study as 

more logical, practical and highly visible mechanism of cause and effect is developed. A 

number of empirical studies proposed and verified similar cause and effect relationships 

between the constructs in other manufacturing industries, which are refined and proposed for 

this study in context of cotton yarn industry. Further, this research was conducted only in the 

organizations which are registered members of a single governing body (APTMA), and each 

cotton yarn mill is working essentially in the same country (Pakistan) and do business in the 

same market with same product (cotton yarn). The above discussion provides endorsement 

of high internal validity of this study. 

 

2.8.3 EXTERNAL VALIDITY 

 

External validity determines that whether the findings of a particular research can be 

generalized to the situations other than the situation in which sample is investigated 

(Dilanthi et al., 2002; Yin, 2003). The generalization of the research findings is a critical 

characteristic of research that broadens the scope and effectiveness of the study and provides 

strong evidence that study is contributive in the body of knowledge in multidimensional 

fields. To enhance the external validity of this research, simple random sampling technique 

is adopted to ensure true representation of population, which makes it rational and logical to 

generalize the findings based on sample to the population. Hence, the adequate and unbiased 

representation of cotton yarn industry of Pakistan by statistically large sample and 

probability based sample selection provide statistically sound justification to generalize 

research findings to other cotton yarn mills in the population. External validity of this 

research is further increased by taking a sample from non-respondents, and a statistical 

comparison is made between early respondents and non-respondents representative sample, 

and found no statistical difference in their response regarding investigated phenomenon, 

these findings from non-respondents analysis extend generalization capacity of this research. 

From the above discussion, it is concluded that this research has satisfied the perquisites, 

and has high external validity. 
 

2.8.4 RELIABILITY 

 

Reliability of the research is concerned with the extent to which essentially analogous 

outcomes can be reproduced on replicating the research under the same conditions with the 
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same test or method, a number of times at different occasions by different researchers 

(Simon and Burstein, 1985; Yin, 2003). Research reliability is described as; the ability of 

tests or methods, applied in a particular study, to measure the phenomenon consistently 

(Black and Champion, 1976), reproducibility, and stability of the research findings on 

repeated investigation under same surrounding conditions (and capacity of the research to 

end up with same outcomes (Lehner, 1979). The reliability is a critical characteristic of 

research methods to establish their applicability on longitudinal and spatial scale with same 

research outcomes by different researcher (Yin, 2003).  

 
 
A number of success stories about implementation of quality management program in 

technological advanced countries are evident from the presented literature review, however, 

very limited number of research studies of quality management in developing countries have 

been reported in the literature. This research provides the experience of implementation of 

quality management in Pakistan which is a developing country. Many studies reported in 

literature review are based on perceptional aspects of implementation quality management 

and its potential benefits to the organizations which lack in quantitative and model based 

analysis. While, this research provides statistical models based on survey data and hence 

increase the reliability and creditability of results. The regression model constructed in this 

research could be compared with regression models constructed about implementation of 

quality management techniques in other manufacturing industries. 
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    CHAPTER  III 

RESEARCH METHODOLOGY  

1. Problem statement  

Studies have shown that social enterprises have been very active and effective 

partners of the government in its efforts to alleviate poverty and enhance quality of 

life of the people. But, what social enterprises are doing for several years with more 

of the same, may not be the way to proceed further. They need innovation and 

transparent performance and quality management practices. Therefore, the present 

study was undertaken to analyze the processes of Quality management practices in 

social sectors and find the answer to the following questions: 

1. How the social enterprise formulates, reviews, and turns policy and strategy into 

actions? 

2. How the organization manages financial resources, information resources, materials, 

and other assets effectively and efficiently? 

3. How the organization realizes the full potential of its people, through a shared set of 

values and a culture of trust and empowerment? 

4. How the organization identifies, manages, reviews, and improves its processes? 

 

2. Hypotheses 

            H1.There exists significant difference in the assessment level of respondents with   

                  regard to  Policy and strategy criterion  

H2. There exists significant difference in the assessment level of respondents with   

      regard  to Resource Management  

H3. There exists significant difference in the assessment level of respondents with  

      regard  to People Management  

H4. There exists significant difference in the assessment level of respondents with  

      regard  to Process Management  
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3. Significance of the study 

It is presumed that the outcome of the study would help the social enterprise to 

formulate suitable programs and use appropriate methods to enhance the Quality 

management practices of the social enterprise. 

 

4.  Objectives 

1. To study the existing quality practices of social enterprises. 

2. Impact of quality practices  on growth and sustainability of social enterprises. 

3. To study the strategies adopted to develop staff potential towards quality 

management.  

4. To study the quality assessment of social enterprises. 

5. To offer suggestions based on the findings of the study. 

 

5.  Methodology 

The study is conducted through a survey method. For the purpose of the study, 

primary data is collected through structured questionnaire and secondary data is 

collected from Journals and websites to achieve the formulated objectives. The main 

thrust of this study is to analyze the current quality management practices of social 

enterprises, which are based in Bangalore.  There are thirty social enterprises in 

Bangalore, but only ten responded. Discussion with the President or secretary or 

executive officers of social enterprises were of immense help in getting general 

information about evolution and growth of social enterprises in India and in the 

designing of the study.  

 

6. Sampling Design: 

The population of this study consisted of executive officers, who have 

minimum of five years of work experience in the social enterprise. A sample of 60 
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respondents was identified randomly and a total of 50 responses were obtained out of 

the 60 questionnaires distributed, resulting in the overall response rate of 83%. 

 

7. Plan of analysis: 

In this study, Percentages and chi-square is calculated to analyze and interpret the data. 

 

8. Field work: 

The fieldwork on the project started during March 2012 and continued up to September 

2012. The researcher in person requested the respondents to fill the questionnaire for the 

purpose of the study.  

9. Limitations of the study: 

The present study has the normal limitations of time, funds and other facilities commonly 

faced by the researcher. These limitations led to the purposive selection of only 50 

respondents as the locale of the study. 

10. Profile of the Respondent organization: 

Survey statistics revealed that the highest number of respondents are from the education 

sector (53%), followed by healthcare (28%), livelihood and development (19%). 80% of the 

respondents have been operational for ten years and 20% for five years. Three forth of the 

survey respondents are generating less than INR 50 lakh , while remaining are turning over 

more than INR 20 crore. 71% of the respondents target rural markets and another 29% target 

both rural and urban markets. 82% of the respondents have less than 20 employees, 14% 

have fewer than 40 employees, while just 4% have more than 200 employees. 

 

The survey statistics conveys that a majority of the social enterprises place greater emphasis 

on „soft skills‟ over work experience and technical knowledge, when recruiting. Drive to 

learn and perform was selected as a top hiring priority by nearly 70% of survey respondents. 

Sixty two percent of survey respondents selected passion for the company‟s social mission 

as the second most important hiring priority. Interestingly, commitment to staying with the 

organization ranked higher than educational background and performance on a skill test. 
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In follow-up interviews, social enterprises have indicated that they are focusing on hiring 

people for specific roles such as finance or marketing – as opposed to the earlier stage when 

the founder wore multiple hats. This could also be seen as a strong move towards planning 

for scale up of operations. 

 

CHAPTER SCHEME 

1. INTRODUCTION 

2. REVIEW OF RELATED LITERATURE 

3. RESEARCH METHODOLOGY 

4. ANALYSIS OF DATA 

5. MAJOR FINDINGS OF THE STUDY 
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CHAPTER  IV 

    PLAN OF ANALYSIS   

Objective-1: To study the Assessment level of the Respondents with regard to Policy 

and Strategy criterion: 

For the purpose of present survey, an effort is made to find the answer the following 

question: how the social enterprise formulates, reviews, and turns policy and strategy into 

plans and actions. 

Assessment Level        Category              Respondents 

Number Percent 

Low ≤ 50 % Score 18 36 

Moderate 51-75 % Score 32 64 

High > 75 % Score 00 0.0 

Total 50 100 

Source: Primary Data              * Significant at 5% level                                X
2
 = 4.32* 

Sixty four percent of the respondents have moderate level of satisfaction and thirty six 

have low level of satisfaction with regard to implementation of policies and strategies in 

their enterprise. As there exists significant difference in the assessment level of 

respondents on policy and strategy criterion, H1 is accepted.  

 

However, it is very disheartening to note that none of the respondents have high level of 

satisfaction with regard to implementation of policies and strategies in their enterprise, 

due to the following reasons:   

 The enterprise values are not understood by each and every person in the 

organization. Therefore, their day-to-day decisions are not based on the core values 

of the organization. 

 While designing the plans and policies, detailed scanning and analysis of 

environmental issues and affairs is not given top priority.  
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 Social enterprises did not choose performance benchmarks appropriate to their 

mission and objective.   

 The plans and policies are not related to the needs and resources of the local 

community.  

 Planning the long term success, developing a measurement culture, establishing a 

continuous improvement culture, monitoring performance improvement, working to 

the best standards and benchmarking found to be below average. 

 

Objective - 2: To study the Assessment level of Respondents with regard to Resource 

Management criterion: 

In the present study an effort is made to study how the organization manages financial 

resources, information resources, materials, and other assets effectively and efficiently. 

Assessment Level Category Respondents 

 

Number 

 

 

Percent 

Low   

 

≤ 50 % Score 31 62 

Moderate  

 

51-75 % Score 19 38 

High  

 

> 75 % Score 00 0.0 

Total  50 100.0 

Source: Primary Data             * Significant at 5% level                                X
2
 = 4.50* 

With regard to resource management, 62 percent of the respondents have low level of 

satisfaction and 38 percent have moderate level of satisfaction. But, Chi-square test reveals 

that there exists significant difference in the assessment level of respondents on resource 

management. Therefore, H2 is accepted. However, respondents do not have high level of 

satisfaction even with regard to resource management, due to the following reasons: 
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 In our survey, social enterprises cited access to capital and funding as a key 

challenge to scaling up. 

 The funds from foreign contributors and grant-in-aid from various departments are 

being deployed on a yearly basis. However the impact of this investment has not 

reached the grass root level to the expected degree.  

 Much importance is not given to internal controls to safeguard the assets and other 

tangible resources of the enterprise. 

 Social enterprises are not providing reliable, relevant and timely financial and other 

information to stakeholders. 

 

Objective - 3: To study the Assessment level of Respondents with regard to people 

Management criterion: 

How the organization realizes the full potential of its people, through a shared set of values 

and a culture of trust and empowerment is studied. 

Assessment Level Category Respondents 

 

Number 

 

 

Percent 

Low   

 

≤ 50 % Score 41 82 

Moderate  

 

51-75 % Score 09 18 

High  

 

> 75 % Score 00 0.0 

Total  50 100.0 

Source: Primary Data              * Significant at 5% level                                X
2
 = 4.34* 

The level of satisfaction of 82 percent of the respondents found to be at lower level and 18 

percent have moderate level of satisfaction with regard to people management criterion. As 

there exists significant difference in the assessment level of respondents with regard to 



92 
 

people management, H3 is accepted. However, the fact to be noted is that none of 

respondents have high level of satisfaction due to the following reasons: 

 Educational background is not a primary criterion for hiring the people. 

 They are unable to get the right people at the right time for the right tasks. 

 The financial staff of social sector is not given training on the topics of accounting, 

reporting and legal compliance aspects, so that they can play their role effectively. 

 The recruitment of employees is not planned and executed in a systematic way in 

order to maintain professional Standards. 

 Effective salary structure/reward/award management is not implemented. 

 They are unable to attract human resources that are highly educated, and bring 

relevant experience and talent to the organization. 

 Most of the respondents indicate that retention of employees at the junior level is 

challenge.  

 Recruitment is tough at the senior management levels, because senior managers 

come with significantly more educational qualifications and experience and expect 

high salary.  

 Performance appraisals are not structured and documented rigorously.  

 Attrition is very high due to differences in ideology with the management members 

or lower autonomy or decision-making powers that they expected to have when they 

joined the organization. 
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Objective - 4: To study the Assessment level of Respondents with regard to Process 

Management criterion: 

How the organization identifies, manages, reviews, and improves its processes is studied. 

Assessment Level Category Respondents 

 

Number 

 

 

Percent 

Low   

 

≤ 50 % Score 00 00 

Moderate  

 

51-75 % Score 42 84 

High  

 

> 75 % Score 08 16 

Total  50 100 

Source: Primary Data            * Significant at 5% level                                X
2
 = 4.30* 

 

With regard to process management, 84 percent of the respondents have moderate level of 

satisfaction and 16 percent have low level of satisfaction. But, Chi-square test reveals that 

there exists significant difference in the assessment level of respondents on process 

management. Therefore, H4 is accepted. However, majority of the respondents have 

moderate level of satisfaction, due to the following reasons: 

 This sector did not give much importance to organize those activities, which help 

destitute to get food security, income security, and social security. 

 The social enterprise staff is inadequately trained and poorly paid. Therefore, their 

liabilities are greater than assets.  

 Most social issues are complex and require a comprehensive approach, whereas 

social sector address only certain aspects of this issue.  
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CHAPTER  V 

                          FINDINGS AND RECOMMENDATIONS 

 

Based on the findings, the following suggestions are recommended:  

 Social enterprises should have a work culture that focuses on the following five key 

values: Human values, integrity, innovative solutions, value for money, passion and 

perseverance. 

 Social sector need to become more familiar with modern management methods, 

resource mobilization and accounting systems and improve their communications 

with local and international knowledge centers. 

 This sector need to be more customers focused to solve the problem like the large 

number of people living in rural areas and urban slums still lack access to potable 

water, sanitation facilities, and health care services. Populations in remote and low-

density areas do not have adequate access to affordable health care services.  

 Workshops on HR management should be organized for the internal stakeholders, as 

it helps them to gain skills in building the basic HR management framework within 

their organizations. These could be in the areas that internal stakeholders face every 

day – ranging from regular recruitment, designing assessments, conflict management 

between teams, setting of key result areas (KRAs). 

 Building a second layer of leadership, investing in HR management and ensuring 

transparent performance monitoring are some of the ways, which social enterprises 

should implement in their organization. 

 All the stakeholders of the enterprise should have one strategy i.e. uncompromising 

values at work. 

 Enterprises has to develop a perspective plan for the next 10 or 20 years in tune with 

the emerging socio-economic scenario.  

 Social enterprises should offer non-monetary benefits such as flexible work 

environments, opportunities for growth and learning and the satisfaction of achieving 

social impact. 
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CONCLUSION 

Recruiting qualified staff is indicated as the biggest challenge faced by the social 

enterprise and they are also struggling to attract the best talent. The second and third biggest 

challenges cited by respondents include clearly defining roles and responsibilities and 

distributing decision making authority to the action players. These challenges indicate that 

social enterprises possibly struggling to create a strong second line management. Again they 

are facing tough internal challenges - from weak leadership to organizational irrelevance, 

from inadequate funding to an inability to market them to target audience. The areas 

mentioned above need immediate attention by the this sector as a part of the current quality 

assurance program in order to develop human potentials through building organization of 

the poor and thus achieve country‟s economic progress, employment generation, poverty 

eradication, women empowerment etc. 

 

The social sector has noble intentions of serving the society but healthy quality management 

practices is a critical component for the success of this sector as any faulty decision or 

practice can seriously impair the good work of the sector. Further, with the role of 

governments gradually shrinking from the day-to-day life of citizens, social sector should 

play a greater role in fulfilling the gap. With their large coverage and appeal, citizens 

approach them at the time of crisis. With their increasing role in society, responsibility in 

terms of public trust and also larger sums on their disposal, social sector need to be more 

professional in planning their affairs. 

 

There is no doubt that the world is currently experiencing major social, 

environmental and ethical crises, and no institution in the government, civil society or 

private sector, can alone effectively deal with crises of such magnitude. It is essential 

for all the stakeholders of the society to come together and deal with the growing 

concerns of the world. Over the years there is a huge rise in the number of social 

enterprises - both the for-profit and the not-for-profit varieties- which aim at serving the 

poor and disadvantaged groups through revenues generated from commercial activities. 
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The major challenge faced by social enterprises is to stick steadfastly to their social 

mission while pursuing commercial activities and the revenues generated by them. 

Inadequacies in the availability and management of human resources have been among 

the most critical reasons for the failure of many social enterprises, which continue to be as 

critical as ever. It is a paradox that the social enterprises, who work on various human 

development issues are not able to cater to the human resource management issues 

within their own organizations. Social enterprises are hence looking at various ways to 

reduce the severity of this issue. 

As the traditional source of funding for social development activities has been the grants 

and donations from government and private agencies, it is but natural that they impose 

restrictions on the use of such  funds  for employee salaries  and  perks.  It  is  the quest  

for reducing  grant- dependency of social development activities that has given rise to a 

new form of organizations, namely social enterprises, whose main funding source is the 

revenues generated by commercial activities. While this new form of organisation would 

have greater financial autonomy, the resources generated by them are not large enough for 

them to afford market-rate compensation and perks for their employees. Hence their HR 

strategies have to be designed around a different paradigm than the traditional one based 

on salaries and perks. 
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