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Abstract

This paper presents a study that determines tltadiceship between applying quality management ayste
(QMS) and environmental standard on organizatigesformance (OP).Data in the study was collectedhfr
sample of 150 management staff of small and medinterprises (SME’S) in Egypt.The collected dataewer
analyzed using SPSS (Statistical Package for S&xmnces) The study found that quality manageraadt
environmental standard aspects were related tonational performance.The study also revealedapptying
quality management system and environment stanctarttibuted to organizational performance, it iaamd
that quality management system had more effectsrganizational performance than environmental stehd
the findings of study provide empirical evidend®tt quality of management system significantly has
influence on the organizational performance moranththe influence of environment standard findings ,
implications and recommendations for further regledrom this study are discussed.

Keywords: Organization Performance (OP), Quality Managem8gstem (QMS), Small and Medium
Enterprises (SMES’S), Statistical Package for S&i#&ences (SPSS).

1. Introduction

Quality management system has become the intednifdspphy of management in many organizations; it
influenced the business specially small and medanterprises (SMESs)in order to be sustainable inr the
business SMEs think of ways to practice effectianagement system which will help them remain coitipet

to achieve more profit, react quickly accordingthle market changes, able to offer high quality potsl and
services at lower costs, the solution is to incoafe a quality system in their management to enthee
business implementation , to face economic turlmddinms need QMS to develop their business; dginis of the
important strategies for the continuous improvenaémiroduct and service, a tool to meet customesfaation
(Naumann and Giel 1995)Managers need to understhedinfluence of QM system on organizational
performance; Effective management system relatgetformance management system of organizationhwhic
involves activities to ensure organization efficgn Porter (1985), Rummler and Brache (1995) adgaystem

is required to ensure better organizational peréorce and quality of product and services. Our stwily
investigate the relationship between QMS, enviramalestandard and organizational performance.

2-Literature Review

2.1 Quality Management System:

Quality is one of the important factors in mostamigations and global competition demands, in otd@&nsure
high standard of quality. Ishikawa (1985) customsetisfaction is the main focus of quality. Naumama Giel
(1995) stated that employee satisfaction and custaatisfaction are among a firm’'s key performameasures
and important factors of business effectivenessedren (1992) research found that 90%of improvemsetin
employee relations, operating procedures, custaagsfaction, quality of a product and financiatfpemance
were influenced by quality management system. Atiogrto Ho and Fung (1994) quality managementiisg

to improve the effectiveness and competitivenessomfanization business. The certification of qualit
management doesn’t stop on increasing market shatramprovement in management control, efficiency,
productivity, customer service, and staff retent{@®IM, yeung and Leung 2002), Gerry van Houtenndef
quality management as the measure of the overalhgement function in determining the organizatiquality
policy, its objectives and its responsibilities wsll as the quality policy implementation (HoutendaMLS
2000)Santos and Escanciano2002 defined Quality geament system as a set of managerial structures or
planned systematic work methods.QMS consideredhbyarganizations an effective way to be a bridge to
customer satisfaction. (Aqili, 2001) Quality isdwmn as production of commodity or services, whidh meet
customers’ needs, expectations and satisfactiorajékisski &Ritzman, 1990)Quality known as group of
characteristics which distinguishes a product andise satisfies the needs of consumers eitheutjtr@roduct
design or performance abilities. (Tawifk, 2003ualty could be seen from three angles, the qualftyhe
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design which are the qualities that are developeenwdesigning the products and services, seconguiléy of
production, and the third is the quality performamehich is the last destination appears to the wworss when
they using the product or the service (Grant 198@ther words, quality management refers to themdgment

of a given organization to improve quality, objees and responsibilities. There were a severaliegud
concerning testing the impact of QMS practices madket competition on organizational performance.

Chong, Rundus 2004 Study

Found that enterprises which work in high levetompetition should produce and market high qualigducts

to face wishes and expectations of consumers amgetitive quality criteria

Senda & Youniss (201Pstudy

Findings proved that there is an indirect impaatileen using QMS and improving finance performandabe
same time there is an impact to execute QMS oratipeal performance.

2.2 Environmental standards

Over the last few decades environmental concerns l@&en on the rise, the international organizatbn
standardization developed an international enviremial management system standard. 1ISO 14001, tpletem
ISO 9001 of quality management system (QMS), agsaltr companies now aim for certification in both
standards .Gonzalez-Benito defined EMS as a t@dlgiovides a framework where the environmentaktpaif
the company is defined. The organization whichriplements ISO 9001 decide to implement ISO 14001, i
determines the advantages of the two certificattorintegrate the two I1SO in one single manageragstem in
order to create a synergistic effect. The enviromtaleseries are considered to be an extensionetatiality
series 1ISO 9000, as transforming products and pseseto more environmentally friendly versions.{gadez —
Benito and Gonzalez —Benito 2005).An EMS consisfs policymaking, implementation, review of
environmental policies all of it intends to helpngmanies to minimize their environmental impactse Timly
thing that distinguishes an EMS from other managensgstems is its focus on environmental perforreanc
small and medium sized firms have been implemerEN s and they found that EMS serves several goals
such as gaining a bigger market share (Zhang,20G8) (Cheremisinoff and Bendavid —Val) argue &S
implementation reduced manufacturing cost, incréhseproduct quality, and improve control over pretibn
process.ISO14001 (EMS) designed to introduce enmiemtal improvement into every aspect of a compmany’
operations. It assists companies in creation oficiéired mechanisms for Continuous improvement in
environmental performance. There is a complex amuhic relation between profitability and enviromted
concerns. The main purpose of the ISO 14001 igdmpte effective and efficient environmental mamaget
gathering, interpreting, communicating environment#ormation, aiming at environmental performance
improvement.

2.3 Organizational Performance

Organizational Performance has been defined aahifiey of an organization to fulfill its missiomtough sound
management, strong governance and a persisterticatien to achieving results. Organizational perfance
involves the recurring activities to establish arigational goals, monitor progress toward the gcafsl make
adjustments to achieve those goals more effectiarty efficiently. The organization performance isasured
by its competitive advantage and its brand difféetion both are the result of working hard focgsion
developing to deliver high quality services to gmse efficiency through management changes teamiqu
through applying quality management system andrenmiental standard to decrease product cost aneaise
product quality .

2.4Small and Medium Enterprises

Small and medium enterprises are the most impos@ctor of a nation’s economy. These types of prisas
provide and create jobs especially during timegeafession; they are source of innovation and thepte
competition. In Egypt SME S compromise 99.7% of tio& agriculture private sector and 75% of the gigv
sector in Egypt at large. According to law no 142@04 the small enterprise its capital between0BOCE to 1
million, its employee 5a or less, on the other hamellium enterprises its capital between 1 milliow &
million, its employees between 51 to 99 .Accordiodederation of Egyptian industry small enterpiiisdabor
between 10-100, its capital between 50000to 5 anilliand its annual sales 5-50 million. On the otiend
medium enterprise its Will be improved signifidgrdas the labor between 100 to 1000, itdtabpetween

5 to 50 million EGP, and its annual sales betwe@ho5250 million EGP. Actually Egypt doesn’t haviimal
recognized definition of SMEs and even among theegumental institutions different definitions adoated.

3. Research Objective
This research will accomplish the main objectivehwstudying the relationships of QMS and EMS on
organizational performance. This objective willdmomplished through some sub objectives as follows

1. Studying the relationship of QMS and EMS on theriomgment of customer satisfaction

2. Studying the relationship of QMS and EMS on theromement of employee satisfaction
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3. Studying the relationship of QMS and EMS on theromement of market share
3 .1 Hypotheses of the Study
The main purpose of this study is to examine thplémentations of QMS and environmental standard on
organizational performance of Egyptian SME'’s.
HO: There is a statistically significant relationwetn applying QMS and EMS on organizational peréooe.
H2: There is no statistically significant relation tlveen applying QMS and EMS on organizational

performance.

3.2Research Model

Independent variable Dependent variable
Application of QMS Organizational performance of SME S
Application of EMS e improve customer satisfaction

e improve employee satisfaction
e improve market share

4. Research Methodology:

4.1Sample

Participants in the study were managerial stafSMES, in the Egyptian food industry, questionnainese
distributed to 150 managerial staff of the seleatedhpanies, 100 useable questionnaires were uséukein
statistical analysis representing response ra&s@%from the sample, and the selection of theasdpnts was
based on the random sampling.

4.2Research Tools

Questionnaire was used as a tool to collect the fiatthis study. It was composed of three parte first part
was designed to collect information about the demolgic characteristics of respondents, while thloose part
was designed to collect information about the aailbn of QM on organizational performance and tthied
part was designed to collect information about éipplication of environmental standard on organirei
performance.

5. The Results and Hypotheses Testing

5.1Demographic Variables

Participants in the study were 150 managerial stdffSMEs, in the food industry, questionnaires were
distributed to them, and 100 useable questionnaiese selected using random sample methods, thidtges
showed that most of the sample are male with p&ager85%and the most dominant of the sample ardlenid
managers with percentage 87%the experience ofatingle concentrated on three experienced categesss$
yrs to 10 yrs with percentage about 87% of the $amp

5.2 Attitudes of Sample Concerning QMS & EMS and & Effect on Customer Satisfaction, Employee
Satisfaction and Market Share

The result showed that the application of QMS aMBEare complete on organization performance of SBE’
the means of application of QMS and EMS in difféeréield was less than 4, which mean the extent of
application did reach the optimal application ¢ #ystem (table 1).

Table I Means and Standard Deviation of Sample Attitdde the Application of QMS and EMS on
Organizational Performance of SME'S.

Paragraph QMS QMSSD | QM EMS | EMS | EMS
Mean Ccv Mean SD Cv

1. The organization applies QMS&EMS3.8 1.0 0.263 | 3.3 1.0 0.303
concerning customer satisfaction

2. The organization applies QMS&EMS3.7 1.0 0.270 | 3.4 1.0 0.294
concerning products quality

3. The organization applies QMS&EMS3.6 1.0 0.277 | 3.5 1.0 0.285
concerning market share 1.0

4. The organization applies QMS &EMS3.5 1.0 0.285 | 3.2 0.312
concerning employee satisfaction

The evaluation for the implementation of QMS and$¥btn different fields of the research was less thas the
mean evaluation was less than 4for all paragraphslifferent fields. Table (2) indicates that cusésm
satisfaction, employee satisfaction and marketeslaae controlled through the application of QMS &MS
which indicate that the important of these fielde aandom and scheduled to accomplish organizdtiona
objectives.
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Table (2) means, standard deviation and correlation variableample for the relation of QMS and EMS on
organizational performance of SME’s

Paragraph QMS | QMSSD | QM EMS | EMSSD | EMS
Customer Satisfaction Mean Ccv Mean Ccv
1. Applying QMS and environmental3.5 1.2 0.342 | 3.3 1.0 0.303
standard is a way to meet customer
needs. 3.4 11 0.323 | 3.3 1.0 0.303
2. Applying QMS and environmental
standard is a way to improve product8.4 1.0 0.294 | 3.3 1.0 0.303
quality.
3. Applying QMS and environmental3.3 1.0 0.303 | 3.2 0.9 0.281

standard is a way to improve co image
in the market.
4. Applying QMS and environmental
standard is a way to improve customer

loyalty
QMS | QMSSD | QM EMS | EMSSD | EMS
Employee Satisfaction Mean Ccv Mean Ccv
1. Employee Satisfaction 3.4 1.2 0.352 | 3.3 1.0 0.303
Applying QMS and EMS it's a way tp
improve employee working condition | 3.3 1.0 0.303 | 3.2 1.0 0.312
2. Applying QMS and EMS it's a way tp
improve employee working performance.3 1.0 0.303 | 3.2 0.9 0.281
3. Applying QMS and EMS it's a way tp
improve employee loyalty 3.4 1.0 0.294 | 3.4 1.0 0.294

4. Applying QMS and EMS it's a way tp
improve employee payment

QMS QMS SD | QM EMS EMS SD | EMS
Market Share Mean cvVv Mean (04

1. Applying QMS and EMS its away tp3.5 1.2 0.342 | 34 1.1 0.323
differentiate co products from other
competitor products in the market

2. Applying QMS and EMS it's a way tp 3.4 1.0 0.294 | 3.3 1.0 0.303
improve co image in the market

3. Applying QMS and EMS it's a way tp3.5 1.0 0.285 | 3.4 1.0 0.294
increase co profit

4. Applying QMS and EMS it's a way tp 3.3 1.0 0.303 | 3.2 1.0 0.312

decrease product price

Correlation is significant at 0.05 levels- Correlaibn is highly significant at 0.01 levels

Simple linear regression for testing the effecT@M and EMS on organizational performance
Field R R1 R R2 T T Probability
QMS QMS | EMS EMS value value
QMS EMS
Customer satisfaction 0.582 | 0.339 | 0.567 0.324 11.554 | 11.042 | 0.001
Employee satisfaction 0.685 | 0.429 | 0.655 0.249 13.984 | 8.116 | 0.001
Market share 0.593 | 0.352 | 0.544 0.303 11.871 | 10.218 | 0.001

5.3Hypotheses Testing

The above table shows that there is a significalation between QMS and EMS on organization peréoce

factors. The research approved that applicaticd@ME would improve customer satisfaction by 33.98fpriove

employee satisfaction by 42.9% and improve marketesby35.2%.

Application of EMS would improve customer satisfantby 32.4%, employee satisfaction by 24.9% andketa
share by 30.3%
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Customer Satisfaction

QMS and EMS improve product quality to meet thet@mugr needs which improve co image in front of its
customer and lead to customer satisfaction asagetustomer loyalty.

Employee Satisfaction

Will be improved due to the application of QMS dallS as the result of the open channel betweemdo a
employee as application of QMS and EMS criteridhicl improve employee working conditions as a rethd

co gain the employee loyalty which end to impromgiyee performance.

Market Share

Will be improved due to the differentiation of the products then the competitor products which ithplae
image of the co. in the market, taking into consatien that applying both certificates at firstriease product
cost but on the long term the cost decrease, ptquhize decrease and profit increase which allow ¢b to
expand its market share inside and outside coutiryto the no existence of environmental or qualisriers.
Conclusion and Suggestions.

Our results show that quality management systemeandonmental management standard are effectiols to
for developing and improving organization perform@nin this context it is suggested to implemerihlzpiality
management system and environmental standard iror@nization to improve organization performance.
Findings of this study serve as guidelines for EgypSMEs management to formulate the improvements
management planning specially that both quality age@ment and environmental standard are new in Egypt
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