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Abstract

After more than two decades since quality became part of managers’ everyday lexicon, total quality management (TQM)
and ISO 9000 have taken the centre stage. However, there has been much debate about how they might be related to each
other. This research is a new contribution to the knowledge on the relationships between TQM and ISO 9000, and it
addresses their implications on performance and motivations for implementation. While past studies have considered them
separately, we study them together in one study. As might be expected, both TQM and ISO 9000 lead to improvement in
performance. However, it appears that internal motivation to implement ISO 9000 is associated with high performance,
whereas external motivation is not. Further, companies with high internal motivation for ISO 9000 naturally show a high
level of TQM practices. We use institutional theory and resource-based views to consider the internal versus external
motivations for implementing ISO 9000. The data for this research have been obtained from a large sample of Spanish
industrial companies. Longitudinal objective data have also been used.
© 2007 Elsevier B.V. All rights reserved.
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1. Introduction more than two decades, it is still an important
area of research in management as demonstrated
Even though some authors consider the “quality by many papers still published on this topic.
management movement” to be a fad, after The two most important areas in this field are
known as total quality management (TQM)
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Studies analysing the impact of quality manage-
ment on company performance have been con-
ducted by many scholars, and largely they have
considered TQM and ISO 9000 separately. Most of
the studies regarding the TQM'’s effect on perfor-
mance have indicated a positive correlation with
performance and/or customer satisfaction (Shetty,
1993; Choi and Eboch, 1998; Easton and Jarrell,
1998; Adams et al., 1999; Terziovski and Samson,
1999, 2000; Hendricks and Singhal, 1996, 2001a, b).
Regarding ISO 9000, researchers such as Corbett
et al. (2005) recently found a positive financial
impact of ISO 9000. However, for a long time, there
was no general agreement regarding the effects of
ISO 9000 on the company performance. There were
some optimistic views (Docking and Dowen, 1999:
Gupta, 2000; Romano, 2000; Withers and Ebra-
himpour, 2001), and there were also pessimistic
findings (Terziovski et al., 1997, Simmons, 1999;
Lima et al., 2000; Hua et al., 2000; Aarts and Vos,
2001; Singels et al., 2001; Wayhan et al., 2002).

A few papers indicated the salience of the source
of the implementation motivation on outcome
variables; whether the source is the internal drive
for improvement or the reaction to external require-
ment matters on how much the company benefits
from implementing TQM or ISO 9000. For instance,
in their study of TQM implementation at parts
supplier plants, Choi and Eboch (1998) pointed out
that when the motivation for implementing TQM
comes from external sources (i.e., industrial custo-
mers), the impact on customers satisfaction is much
stronger and direct compared with the impact on
internal plant performance results. The literature
regarding ISO 9000 also pointed out the importance
of implementation motivation. Companies applying
ISO 9000 by external motivation such as customer
pressure or as a promotional tool saw fewer benefits
from it than those companies that were convinced of
ISO 9000’s possibilities to improve management
practices and, consequently, performance (Huarng,
1998; Van der Wiele et al.,, 2000; Withers and
Ebrahimpour, 2001; Singels et al., 2001). In this
regard, the source of motivation, whether internal or
external, refers to where the firm wants the
implementation of TQM or ISO 9000 to have an
effect—we call it external motivation if the firms
want the implementation to have an effect on
external perception of the firm, and we call it
internal motivation if the firms want the implemen-
tation to have an effect on internal business
processes.

In this study, we bring forth four managerial
issues of TQM and ISO 9000 implementation. First,
we investigate the relationship between TQM
implementation and company performance, focus-
ing on the causal link between them. Second, we do
the same for ISO 9000 implementation and com-
pany performance. Third, we explore the impact of
the source of motivation for implementing ISO 9000
on company performance—whether the motivation
is internal or external might impact the outcome
differently. Lastly, we address the relationship
between the source of motivation of implementing
ISO 9000 and TQM practices.

2. Literature review and hypotheses formulation
2.1. TOM and performance

TQM is typically defined as a system of practices
with overarching or systematic impact on company
practices and performance. For instance, Flynn
et al. (1994) defined it as ““an integrated approach to
achieving and sustaining high quality output. It
focuses on the maintenance and continuous im-
provement of processes and defect prevention at all
levels and in all functions of the organization, in
order to meet or exceed customer expectations’
(p. 342). Its principles are also outlined in Evans and
Lindsay (2002) as “focus on customers and stake-
holders, participation and teamwork by everyone in
the organization and a process focus supported by
continuous improvement and learning.”

Many researchers have analysed the impact of
TQM implementation on business performance
inquiring into the mechanisms that could make
improvements possible (Elmuti and AlDiab, 1995;
Mohrman et al., 1995; Powell, 1995; Hendricks and
Singhal, 1996; Forker et al., 1997; Choi and Eboch,
1998; Easton and Jarrell, 1998; Adams et al., 1999;
Dow et al., 1999; Terziovski and Samson, 1999,
2000; Hua et al., 2000; Zhang, 2000; Hendricks and
Singhal, 2001a, b). Simply put, they all consistently
found a positive relationship between the imple-
mentation of TQM practices and company perfor-
mance.

However, most of these studies have relied on
cross-sectional data. Consequently, the causal link
between the TQM implementation and company
performance has typically been made based on
theoretical arguments rather than empirical. Excep-
tion is the work by Hendricks and Singhal (2001a).
They empirically argued the causal link between
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