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Abstract

Organizational performance and organizational excellence are the main two focuses of the management of any
organization. In fact, the resources of an organization, either tangible or intangible, can distinguish the level of
performance of one organization from its rivals. The question always is what are the key success factors that can
enhance the organizational strategy implementation initiatives to produce value and create the competitive advantage.
In today’s changing business environment, improvement and development of internal resources are very crucial to
compete externally and globally. This paper aims to review the literature related to the organizational performance
and explains the potential effects of TQM, ERP and EO. Given that not all the strategy implementation initiatives are
fruitful, this paper attempted to establish an explanation of the mechanism through which such strategies can enhance
the overall organizational performance. Based on a thorough review of the extant literature and the theoretical
foundation, a research model was proposed. The proposed model is grounded by the fact that only excellent,
innovative and differentiated companies and products can excite the customers and succeed in a turbulent business
environment.
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1. Introduction

In today's competitive business environment, organizations need to evaluate their internal and external environment
for opportunities and challenges in order to sustain their growth and remain competitive (Ramlall, 2002). In such a
competitive environment, they should grow, survive, and seek excellence by leading the innovation.

Organizational performance has been the concern of both academics and practitioners during the last many decades
as the ultimate outcome of utilization of tangible and intangible resources. Intangible resources are considered more
important than tangible resources for the effectiveness and the success of organizations (Al-Swidi & Mahmood,
2011). In the management literature, organizational performance construct has been extensively investigated. The
great attention given to the organizational performance construct was driven by the desire to identify the
determinants of high organizational performance. In other words, a plethora of research is extant in the literature
examining the effect of some strategies on the performance.

Many strategies have been confirmed to have a significant effect on the overall organizational performance. More
specifically, some innovative practices and strategies such as TQM, ERP systems, entrepreneurial orientation that
develops the entrepreneurial culture have been reported to influence significantly the organizational performance.
Unfortunately, the results regarding the effect of these practices and strategies have been inconclusive in the
management literature. For example, Total Quality Management, as a management philosophy that concerns the
overall organizational quality through continuous improvement to achieve a high level of customer satisfaction,QM,
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has been widely confirmed as a critical determinant of an enhanced organizational performance and competitive
advantage (Douglas & Judge, 2001). While the effect of TQM on the organizational performance has been confirmed by
many studies (Arawati, 2005; Li et al., 2003; Yasin et al., 2004), some other studies argued that not all TQM
initiatives were successful (Samson & Terziovski, 1999; Sanchez- Rodriguez & Martinez-Lorente, 2004; Sohal &
Terziovski,2000). To resolve this inconsistency and bridge this theoretical gap, there have been many calls for more
research to be extended.

Due to the huge volume of the data acquired by any business organization, it has become necessary to have an
integrated system that helps in organizing the data and facilitate their use in decision making processes. As a result,
ERP systems have been gaining a growing popularity and importance as a significant resource of organizational
performance. In developed countries, ERP systems have been widely used and employed in public and private
organizations. However, the employment of ERP systems in developing countries is still in its infancy phase for
various reasons (Huang & Palvia, 2001). ERP systems, have been argued by Jha and Joshi (2007) to be one of the
most significant technological innovations in the last two decades. In practice, the findings regarding the
performance implications of ERP are conflicting. While some researchers such as (Davenport & Brooks, 2004; Irani
& Love, 2001) confirmed the value added to organizations by employing the ERP systems, other researchers such as
(Wieder et al., 2006; Hunton et al., 2003; Velcu, 2007) claimed that ERP systems may have negative results on
performance. These results, however, require further investigation on what are the issues regarding the ERP
implementation and what are the potential key success factors.

Due to the planning-oriented focus of the leading companies and their focus in developing creative business
environment, entrepreneurial orientation construct has been gaining an increasing attention from researchers and
scholars all over the world as a determinant of organizational performance and competitive advantage (Barrett &
Weinstein, 1998; Covin & Miles, 1999; Covin & Slevin, 1991; Lumpkin & Dess, 1996; Zahra et al., 1999; Zahra &
Covin, 1995). The importance of EO strategy is justified by its focus to foster innovation, proactiveness, and
tolerating risk in order to excite new customers and retain the existing ones (Zahra, 1991; Zahra ef al., 1999). The
empirical literature reveals that the findings regarding the effect of EO on organizational performance have been
conflicting (Li ef al., 2009; Wiklund & Shepherd, 2005). From another perspective, some other studies doubted the
appropriateness of the entrepreneurial orientation strategy for organizational effectiveness (Li ef al., 2009; Wiklund &
Shepherd, 2005). These findings necessitate the examination of some other intervening variables that might act as
the mechanism that explain how EO can enhance the overall organizational performance. As a result of the
significant role of organizational culture on organizational performance and the competitive advantage (Scholz,
1987), the effect of EO on performance could be through its role in the development of the entrepreneurial culture
which is necessary for the organizational effectiveness.

The fast paced technological advancements have changed the quality and quantity of the customers’ demand. With
these challenges, organizations to keep in business have to make significant changes in their doing business. That is
they have to be able to foresee the future market opportunities, get involved in risky initiatives, encourage new
business ideas and keep effective connections with customers. In other words, organizations should develop their
entrepreneurial culture in order for them to grow or even survie (Dess et al., 1999). Without such entrepreneurial
culture, organizations will be left behind due to their unablity to satisfy the critical customers’ demand.

In the light of the resource based vew of the firm theory, the organizational competitive advantage is influenced by
the internal resources (Barney, 1986). Organizational innovative capabilities such as total quality management
(TQM), enterprise resource planning (ERP), entrepreneurial orientation (EO), and entrepreneurial organizational
culture (EOC) are considered organizational capabilities that create the competitive advantage.

The main question, however, is how these innovative practices are expected to enhance the organizational
performance and create the competitive advantage? In other words, what is the mechanism that explains the impact
of innovative strategy’s implementation on the organizational performance? The answer to these questions is the
main driver of this paper. As discussed further later, the implementation of any innovative strategy is meant to
enhance the organizational excellence that, in turn, enhances the overall performance due to the established
connection with the technology driven and critical customers’ demands.

Organizational excellence, according to Antony and Bahattacharyya (2010), can be seen and calculated based on the
relationships between various variables of performance. Business excellence sustains the organization capability to
deal with change (Oakland Consultation, 2005). For achieving Business excellence, managers have to have a clear
vision that will drive the organization to achieve its goals and objectives (Oakland Consultation, 2005), delivering
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value and managing organizations for stakeholders. Excellence is regarded as the highest level of performance
(Antony & Bahattacharyya, 2010); therefore organizations should care more in their performance.

Currently, many organizations are seeking the organizational excellence, but unluckily many of them could not
achieve this goal due to the lack of understanding of what is the organizational excellence (Dahlgaard, 2003). The
term organizational excellence has lately appeared to be the same as the term business excellence with the difference
that organizational excellence may be used more to public sector organizations and business excellence to private
sector (McAdam, 2000).

The emphasis of this study on the importance of TQM, ERP, EO to the organizational performance and competitive
advantage is in line with the premises of the RBV theory and the knowledge based theory. The organizational
capabilities can be the basis of the competitive advantage and the unique strategic position of an organization
(Barney, 1986, 1991). All the strategy implementation initiatives of an organization would not be happening unless
they differentiate that particular organization from other business entities. This differentiation should be reflected in
all the organizational activities. Meaning that, the level of organizational excellence should be the natural outcome of
all the innovative strategy implementation initiatives that enhance the overall organizational excellence.

This study has tried to establish the foundation by introducing the organizational excellence as the mechanism
through which TQM, ERP and EO can enhance the overall organizational performance. Detailed discussions are
provided in the subsequent sections and the interrelationships hypothesized were developed calling for empirical
future studies for further investigation.

2. Theoretical Foundation

In the development of the structural relationships among the variables of the study, the Resource-Based View of the
firm theory and the Knowledge based theory were integrated. The following sections briefly describe these theories
to provide deeper understanding on how they might explain the hypothesized relationships.

2.1 Resource-Based View Theory

In the strategic management literature, the resource-based view of the firm (RBV) has been considered as one of the
most and fast growing research area in the last few decades (Galbreath, 2005). This theory was first introduced by
Wernerfelt (1984). He argued that the organizational success is determined by internal resources. These resources
can be either tangible or intangible assets (Collis, 1994), or capabilities such as knowledge and accumulated skills
(Teece et al., 1997).

The RBV conceptualizes the firm as a package of resources, where several resources differ in importance for
generating an added value for a firm (Barney, 1991). Barney (1991) argued that the firm’s resources are employees’
knowledge and skills, the firm’s reputation, the capital equipment, and brand names. In addition, he added that the
resources of the firm are the most significant factors in determining the sustainable competitive advantage. Moreover,
the main sources of competitive advantage to achieve superior performance are valuable, rare, and incomparable
resources of an organization. They considered as the intangible strategic resources (Barney, 1991, 2002).

In addition to that, the RBV emphasizes on the match between the available opportunities and the organizational
capabilities. Therefore, the RBV’s mechanism is to take into consideration the full usage of available resources to
construct the core competencies for achieving and sustaining competitive advantage (Makadok, 2001). It is difficult
for competitors to achieve the same level of competitive advantage if organization considers several factors such as
human capabilities, access to useful information resources, and the internal organizational strategies (Barney, 1986;
Russo & Fouts, 1997). Therefore, organizations should establish the link between external environment and internal
capabilities to accomplish the required competitive strategic situation.

In relation to the implication of RBV on the competitive advantage of the organization, the RBV focuses on the
importance of resources in originating and sustaining competitive advantage of the organization, therefore, it should
improve the mechanism of choosing the resources with great potential value (Makadok, 2001). In addition,
organizations should be aware of the internal and external environment to be able to plan and design the most
suitable and effective action plans (Barney, 1986). Moreover, the organizational capabilities enhance and increase
the significance of the available resources and assist in matching the effective use of these resources (Prahalad &
Hamel, 1990).

Particularly, the purpose of this study is to examine the impact and the relation between TQM, ERP, and EO in the
organizational performance. The comprehensive literature review shows that the variables used in this study have
been underpinned theoretically by the RBV. For example, TQM has been regarded as one of the main resources of
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competitive advantage (Reed er al., 2000; Tena, 2004). EO is also considered another source of competitive
advantage (Weerawardena & Coote, 2001). In addition, ERP systems can help the organization to create generic
processes where customized processes might be the source of competitive advantage (Davenport, 1998).

Thus, the previous arguments disclosed that the TQM, ERP, EO and the entrepreneurial culture can be considered to
be among the main sources of the organizational competitive advantage.

2.2 Knowledge-based View Theory

The resource-based theory of the firm has received attention in the last two decades of the twentieth century as an
alternative to the competitive advantage or product-based (Porter, 1980). However, Conner and Prahalad (1996)
argued that based on the resources and capabilities theory of the firm, knowledge is regarded as the source of
competitive advantage. Therefore, knowledge management is very crucial for the innovation process (Powell et al.,
1998) and for successful New Product Development (NDP) strategies (Li & Calantone, 1998).

Knowledge-based view (KBV) has been argued by some researchers (Grant, 1996; Decarolis & Deeds, 1999) to be
an outgrowth of resource-based view theory where the concept of resources is prolonged to have intangible assets, in
particular, Knowledge-based resources. Earlier, Polanyi (1962) pointed out that in contrast with the tradition concept
of knowledge, a newer view of knowledge has emerged based on the distinction between tacit and explicit
knowledge. Therefore, according to the tacit knowledge characteristics, knowledge is regarded the most probably to
become a source of competitive advantage in the innovation process (Prahalad & Hamel, 1990). In addition,
innovation transforms the tacit knowledge into explicit knowledge (Zack, 1999).

In relation to that, Subramaniam and Youndi (2005) pointed out that the innovative capability of the firm depends
closely on the intellectual assets and knowledge that it has. In connection with that, Nonaka and Takeuchi (1995)
added the ability of the firm to deploy those assets and knowledge, and seeing the innovation process as the most
knowledge intensive business processes. Therefore, KBV can be a beneficial framework to develop a firm innovation
in an effective way (Diaz-Daiz et al., 2008).

In the same field of research, Sveiby (2001) distinguished nine basic knowledge transfers that create value to the
organization, they are: between individuals, from individuals to the external structure, from the external structure to
individuals, from individual’s competence into the internal structure, from the internal structure to individual
competence, within the external structure, from external to internal structure, from internal to external structure, and
within internal structure. These nine knowledge transfers exist in most firms in spite of having legacy systems and
culture that prevent the leverage (Sveiby, 2001).

In summary, KBV underlies this study. The purpose of this research is to examine the role of excellence by
enhancing superior performance as a result of implementing TQM, ERP, and EO. It has been mentioned earlier that
innovation is the main construct of excellence where it leads to organizational performance. Therefore, these
variables used in this study have been underpinned theoretically by KBV.

3. Literature Review
3.1 Organizational Performance

In the literature of humanity and organizational studies, there are a great numerous researches that address
organizational performance. This is because of the importance of performance in developing organizations and the
implication of studies on organizational effectiveness and competitiveness.

In the management literature, organizational performance is considered as one of the most important construct in the
field of strategic management and organizational studies (Combs, Crook, & Shook, 2005). Therefore, in the last few
years many academics and practitioners conducted a lot of researches on organizational performance for the purpose
of understanding the processes, antecedents, and other factors that can enhance organizational outcomes (Jin &
Avery, 2008).

3.1.1 Organizational Performance Definition

It has been argued by Sink and Tuttle (1989) that the system of organizational performance is a complex relationship
between six performance criteria: innovation, effectiveness, efficiency, productivity, quality, and profitability.
Although, there is a bulk research work in the literature regarding organizational performance, but there is no
agreement among researchers on the definition of organizational performance (Ford & Schellenberg, 1982;
Johannessen, Olaisen, & Olsen, 1999). For example, Moullin (2007) defined organizational performance as a
measure used by organizations to manage well their effectiveness, and deliver value to stakeholders and customers.
Similarly, Antony and Bhattachatyya (2010) defined organizational performance as an instrument and measurement
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that used to evaluate and assess the successfulness of organizations to create and deliver value to their external and
internal stakeholders.

3.1.2 Public Organizational Performance

In the public sector organization, the main purpose of performance management is to make performance, resources,
and objectives clear; to integrate nonfinancial and financial information; to integrate budget cycle and policy; and to
improve quality, accessibility, and information content of the information management (De Waal, 2010).

Performance in private and public organizations is different due to their objectives and core business. While public
sector organizations intend to achieve good performance, quality, and customer satisfaction; private sector
organizations intend to achieve profit and enhance customers. In other words, the main purpose of any public
organization is to fulfill customers and society needs within its available budget (Dewhurst, Martinez-Lorente, &
Dale, 1999). In addition, goals and objectives in public sector organizations are more intangible in nature than in
private sector organizations (Cinca ef al., 2003).

In relation to public organization measurement, measuring performance in public organizations is an integral part in
the whole management process in order to evaluate the extent of achieving the aimed strategic objectives, and to
identify the major problems to solve them in the future (Kanji & Sa, 2007).

3.1.3 Measuring Organizational Performance

Performance measurement is very important for organizational management effectiveness (Demirbag et al., 2006),
and it is regarded and important aspect in management (Pongatichat & Johnston, 2008). According to Deming,
improvement of something cannot be without measuring that thing. Thus, organizational performance improvement
needs some measurements to identify the extent of organizational resources effectiveness on business performance
(Gadenne & Sharma, 2002).

Traditionally, organizational performance has been measured by financial indicators that have weaknesses, therefore,
some authors (Demirbag et al. , 2006) suggested and added some non-financial indicators to the existing traditional
measurement tools. In relation to performance measurement definition, Neely et al. (2005) defined performance
measurement as a set of metrics that used to quantify both efficiency and effectiveness of actions. The above
mentioned financial measures such as profit, sales, debt, and return on investment, are not enough to face today’s
competitive in a business environment. Johnson (1983) and Kaplan (1984) argued that financial measures are not
efficient for measuring organizational performance in the rapid change in the business environment. For this purpose,
some other non-financial measures have been added. Nonfinancial measure such as creating value for customers,
stakeholders, and society, has been greatly investigated because of their role in expectation and including of
indicators of financial performance in the future (Kristensen & Westlund, 2004).

At the present time, there are several systems that used to measure organizational performance such as Balanced
Scorecard (BSC) and The Performance Prism. The first measurement has been created by Kaplan and Norton (1992),
whether the other measurement created by Neely and Adams in 2000.

3.2 Total Quality Management (TQM)

In today’s changing business environment, Total Quality Management (TQM) has become a major change that
demands a transformation in the organization’s culture, processes, strategic priorities, and beliefs among others
(Motwani, 2001). In the literature, there is a bulk of research work about the role of TQM in enhancing and
developing performance and gaining competitive advantage of the organization.

TQM is regarded as a holistic approach in managing organizations and concentrating on organizational objectives
through improvement of productivity, quality, competitiveness, and meeting customers’ needs (Pfau, 1989). The
development of TQM passed in different phases, from quality by inspection, statistical quality control, and quality
assurance to total quality management (Prybutok & Ramasesh, 2005).

3.2.1 Definition of Quality and TQM

There are many definitions of quality in the literature. For examples, Deming (1986), Feigenbaum (1986) , and Juran
(1988) defined quality due to customer satisfaction, expectations, and needs. They focus on the concept of quality as
“fitness for use”. On the other hand, literature of quality management includes abundant definitions for TQM. For
example, Pfau (1989) defined TQM as an approach for continuously improving of quality of service and the
delivered goods in organizations through participating from all individuals. Similarly, Gao (1991) defined TQM as a
philosophy of management that help organizations to generate efficiency and quality of goods and services through
increasing satisfaction of customers and improving the quality of products and services.
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In relation to that, Zairi (1994) debated that the voices of the customer and processes are matched; therefore, creating
a better planning, better external and internal focus, better design, protecting the strong area, and strengthening weak
processes can be attained by TQM.

3.2.2 TQM’s Critical Success Factors

Critical Success Factors (CSFs) are those critical areas inside organization to be implemented to achieve the vision,
goals, and mission by examination and categorization their impacts (Oalkland, 1995). In the literature, numerous
writers identified many CSFs that can affect the implementation of TQM whether positively or negatively. As
examples for those writers, Salaheldin (2008) identified 24 CSFs in his study in Qatar. He divided his model into
three levels: strategic, tactical, and operational.

In connection with that, Yusof and Aspinwell (2000) found that TQM implementation has several CSFs, they are:
leadership, continuous improvement system, measurement and feedback, human resource development, education
and training, improvement tools and techniques, supplier quality assurance system and processes, measurement and
feedback, and work environment and culture. In addition the same contribution, Rahman (2001) in his empirical
study in 53 Australian SMEs identified some CSFs for successful implementation of TQM, they are: leadership,
strategy and planning, employee training and development, employee empowerment and employee involvement,
information and analysis, and customer management.

3.2.3 Total Quality Management (TQM) and Organizational Excellence

TQM’s core principles are to encourage business best practices that will satisfy customers, increase productivity,
reduce cost, and enhance quality of output. Therefore, business excellence can be enhanced by practicing TQM
principles in organizations (Lee, 2002).

The relation between TQM practices and organizational excellence has been investigated by many authors. For
example, Sharma and Kodali (2008) reviewed 28 models, awards, and frameworks for the purpose of comparative
analysis to identify elements of TQM. Their finding of their research is a framework of TQM elements of
manufacturing excellence sustainability. In other words, TQM excellence is regarded as a fundamental criterion for
achieving manufacturing excellence.

In the same vein of research, Lyons, Acsente, and Waesberghe (2008) examined how quality management and
knowledge management can be integrated into the operational model to sustain excellence. They found that learning
paths for quality implementation and integrated knowledge management can engage both workforce and leadership
for using knowledge management tools.

In his contribution to the same field, Lee (2002) investigated how business excellence can be achieved through
implementing best practices of TQM based on data collected from face-to-face and in-depth interviews of members
who were responsible for leading the business to become winners of the Singapore Quality Award. He found that
implementing of TQM practices can sustain organizations to achieve business excellence.

3.2.4 Total Quality Management (TQM) and Organizational Excellence and Performance

In the literature on quality management, there is a lot of research work that conducted the relationship between TQM
and organizational performance (Corredor & Goni, 2011). Most of these researches have confirmed that TQM
adoption will eventually add value to all organization types (Sila & Ebrahimpour, 2002). In addition, several studies
showed that TQM is associated positively with performance outcomes, like financial performance and profitability
(Cummings & Worley, 1997); and human outcomes, like employee and customer satisfaction, and employee
relations (Lawler ez al., 1995).

The mediating role of TQM on the relationship between organizational performance and organization strategy has
been studied by Feng, Prajogo, Tan, and Sohal (2006) based data collected from 194 senior and middle managers in
Australian firms. Their result confirmed the partial mediating effect of TQM on the relationship between business
strategy and organizational performance.

In the Chinese context, Lee (2004) in his empirical study investigated the impact of TQM implementation on the
organizational performance in Chinese SMEs, based on data collected from 112 firms in China. He found a positive
relationship between TQM and organizational performance in SMEs.

The effect of TQM on the organizational excellence is clear in the role of TQM principles to foster business practices
that will enhance productivity, quality of output, satisfy customers, and reduce costs. In other words, TQM practices
support organizations to enhance and increase business excellence (Lee, 2002). This relation has been approved by
many writers, for example, Ioncia and Baleanu (2010) pointed out that EFQM Excellence Model principles have
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explicit and implicit relation to the basic principles of TQM. In addition, Lyons, Acsente, and Waesberghe (2008)
examined how excellence can be achieved when integrating quality management and knowledge management in
operational model and framework. They found that learning for implementing quality and integrated knowledge is
important for engaging both workforce and leadership.

In the same vein, Lee (2002) investigated the effect of framework of best practices of TQM on business performance
based on data collected from interviews of organization members who were in charge for leading their companies to
be the winners of the Singapore Quality Award. His results are very beneficial for any organization that has a plan to
implement TQM for the purpose of achieving business excellence.

Literature of quality management contains plenty of research that studied the relationship between TQM and
organizational performance. For example, Yong and Wilkinson (1999) reviewed 15 researches where showed the
positive and negative impact of TQM on performance, however they were conducted in different countries. Their
conclusion was as a recommendation to implement fully TQM strategy to achieve organizational performance, i.e.
TQM should be as an essential part of organizational operations.

Molina-Azorin, Tari, Claver-Cortes, and Lopez-Gamero (2009) argued that the development of quality management
theory was based on three sources: the prescription of the quality gurus, the National quality awards, and
measurement studies. Moreover, they found the successful implementation of TQM can lead and improve
organizational performance.

Therefore, the following effects can be hypothesized.

H1: TOM has a significant effect on the organizational excellence.
H2: TOM has a significant effect on the organizational performance.
3.3 Enterprise Resource Planning (ERP)

Enterprise Resource Planning (ERP) is considered as one of the major shifts in the last two decades that increase
productivity and efficiency, and attract many attentions in the last few years (Elbanna, 2006). This is because of its
ability to reduce costs, increase profit, competing in a global market, and establishing competitive advantage.

D'Aquila, Shepherd, and Friscia (2009) pointed out that ERP’s global market revenue were 65$ billion in 2008,
618 billion in 2009, and estimated to be 653 billion in 2010. Structure of ERP systems has been developed from the
original fundamental structure in the 1950s and 1960s when computers have turned to business (Moller, 2005).

The ERP system has been considered as a complex system that based on integration of business processes into the
material, automate information flow, and financial resources by using a common database (Kumar, Maheshwari, &
Kumar, 2002).

According to Huang and Palvia (2001), ERP implementation is affected by two categories factors:
internal/organizational and environmental/national where each of them has five variables, they are: economy and
economic growth, infrastructure, IT maturity, computer culture, business size, BPR experience, manufacturing
strengths, government regulations, management commitment, and regional environment.

Davenport (1998) argued that ERP systems are different from other normal software in terms of uniqueness and
integration features. Therefore, in the last few years, organizations have implemented ERP systems by using
software packages from different vendor, such as SAP, Oracle, and PeopleSoft (Summer, 2005). At a point of time,
the ERP application package is regarded as a dream that come real when information flow through the integration of
sections in organizations such as supply chain, human resources, customer relationships, and accounting (Davenport,
2002).

3.3.1 Definition of Enterprise Resource Planning (ERP)

However, there is an extensive work in the literature of the ERP systems. However, there is no agreed upon
definition of ERP system among researchers. ERP was defined differently due to the role and approach that ERP
plays in organizations. As example for these definitions, Tarn et al. (2002) defined ERP as an application packages
that are interrelated and integrated to help different functions of business such as inventory management,
manufacturing, human resource management, financial management, and accounting. Another definition has been
emerged by Scalle and Cotteleer (1994), ERP is an information system that involves all business aspects such as
sales distribution, purchasing, production planning, customer service, finance, and manufacturing.

Similarly, Davenport (2002) defined ERP as a developed technological system that integrate information within
organizations such as finance and accounting, supply chain, customer relationships, and human resource. According
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to Fang and Lin (2006), ERP systems are commercial software that is standard and customized applications that
integrate solutions for business processes and the major functions in organizations.

3.3.2 Benefits of Enterprise Resource Planning (ERP)

Benefits of ERP are many, but cannot be achieved only after its implementation (Hsu & Chen, 2004). For example,
Mabert, Soni, and Venkartaramanan (2003) identified several tangible benefits of ERP such as improve order cycle,
decrease financial close cycle, reduce direct operating cost, improve on-time delivery, lower inventory level, and
improve interaction with customers. In contrast to legacy traditional systems, that they are weak and limited in terms
of technological changes, transforming components to another framework, maintenance cost, and flexibility; where
ERP could overcome these limitations (Gupta & Bhatia, 2005).

In relation to the technical and operational benefits, Sandoe et al. (2001) stated that there are two main motivations
towards ERP systems, technical and operational. Technical aspect benefits can be found in creating a more flexible
environment, improving their own goals and strategies, poor performance, inefficient processes, and inconsistent
business processes.

3.3.3 Critical Success Factors of Enterprise Resource Planning (ERP)

ERP’s Critical Success Factors (CSFs) have been studied by many researchers. For example, Yang, Ting, and Wei
(2006) identified six dimensions for measuring ERP performance from the system user's perspective, they are:
information quality, users' satisfaction, system efficiency, system functions, use attitude, and system quality.

In connection with that, Shad, Chen, and Azeem (2011) identified five critical factors that affect ERP
implementation to success or failure. These factors are business process re-engineering, effective usage of process
database, technical selection of quality consultant, architecture choices, and education on new business processes.

Additionally, Al-Mashari et al. (2003) identified some factors that impact ERP implementation such as the ERP
package selection, project management, cultural and structural change, training and education, system testing,
process management, system integration, communication, and legacy system management. Moreover, Umble et al.
(2003) found nine critical success factors, they are: clear understanding of strategic goals, excellent implementation
team, multi-site issues, change management, focused performance measures, excellent project management,
education and training, commitment from top management, and data accuracy.

3.3.4 The Relationship between Enterprise Resource Planning (ERP) and Organizational Excellence and
Performance

The relationship between ERP and organizational performance has attracted many writers in the last few years. ERP
implementation has been done to improve performance of an organization and increase efficiency and effectiveness,
and finally increase and improve financial performance (Kallunki, Laitinen, & Silvola, 2011). Therefore, ERP can
lead organizations towards creating new generic processes which will be measured as the source of competitive
advantage (Davenport, 1998).

Previous research about the relationship between ERP systems and organizational performance showed conflicting
results (Kang, Park, & Yang, 2008). Some found that investment in ERP systems can improve overall organizational
performance (Bendoly & Kaefer, 2004), others argued that ERP systems only provide performance in specific areas
(Evan & Bragg, 1997; Laughlin, 1999), whereas others pointed out that ERP systems can affect performance
negatively due to some critical success factor such as education, training, culture, and top management commitment
and support.

Hunton, Lippincott, and Rech (2003) examined the impact of ERP on organizational performance for adopters and
nonadopters of ERP system. Their finding displayed a significant difference in financial performance of
non-adopters decreased over time whereas stable for adopters organizations. In connection with that, Peffers and Dos
Santos (1996) found a positive relationship between innovative IT such as ERP and organizational performance.

Similarly, Florescu, lonescu, and Tudor (2010) examined the effect of IT to improvement of organizational
performance. They found that ERP can help organizations to improve their performance if they gather it with other
sources such as human resources and capacity, the team’s structure, and monitoring of performance. In connection
with that, Nicolaou and Bhattacharya (2006) investigated the effect of ERP over post implementation time can affect
and improve the financial performance in long-run.

Based on the past research and the theoretical arguments, the following hypotheses can be introduced as guidelines
for future research work endeavors.
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H3: ERP systems have a significant effect on the organizational excellence.
HA4: ERP systems have a significant effect on the organizational performance.
3.4 Entrepreneurial Orientation (EO)

Entrepreneurship has become more significant in today’s complex universal economy, to acquire successfulness and
sustain competitive advantage and organizational performance (Covin & Slevin, 1986; Wiklund & Shepherd, 2003;
Zahra, 1986). In relation to performance, entrepreneurship writers and researchers in both the popular press and
scholarly literature honored the importance of entrepreneurial activity’s role and positively suggested the relationship
between performance and entrepreneurship (Lumpkin & Dess, 2001).

Lumpkin and Dess (1996) recognized the distinction between entrepreneurial orientation and entrepreneurship by
proposing that the entrepreneurial orientation process answer the question sow projects are undertaken, whereas
entrepreneurship refers to the content of entrepreneurial decision by answering what is undertaken.

3.4.1 Definition of Entreprencurship

The entrepreneurship term has been used for many decades, but there is a little agreement about its definition
(Williams et al., 2010). In the literature several definitions have explained the meaning of entrepreneurship such as
creation of innovation, creation of growth, creation of the enterprise, the creation of value, and the creation of
employment (Morris et al., 2008).

According to Ireland ef al. (2001), entrepreneurship is a context-dependent social process that originates wealth
through individuals and teams by fetching together the unique resources to have the advantage of marketplace
opportunities. From their point of view, Slevin and Covin (1990) considered entrepreneurship as intrapreneurship or
organizational behavior, and entrepreneurial orientation as methods, practices, process, decision making, and
operating philosophy that upper management use their abilities to transform their organizations into entrepreneurial
business entities.

3.4.2 Entrepreneurial Orientation (EO)

In the literature of entreprencurship, there are different definitions for the entrepreneurial orientation construct. For
example, Frank, Kessler, and Fink (2010) defined EO as an organizational strategic orientation of grasping the
specific entrepreneurial aspects of practices, methods, and decision making. In addition, Zahra and Covin (1995)
defined EO as the potential tools inspiriting established organizations, where can be gained through innovation,
proactiveness, and risk taking.

The three dimensions of EO have been suggested earlier by Miller (1983) and other two dimensions namely,
aggressiveness and autonomy, have been added later by Lumpkin and Dess (1996). However, the majority of the
research conducted regarding EO have used the three dimensions namely Innovativeness, proactiveness and risk
taking to measure the EO construct (Wiklund, 1999).

Innovativeness is related to giving support to novelty, creative processes, and development and growth of new ideas
through experimentation (Lumpkin and Dess, 1996). It is more related to increasing the probability that an
organization will attain the advantage of the first-mover (Wiklund, 1999). Therefore, innovativeness has become the
most significant factor the employed to characterize entrepreneurship, and contributes to the profitability and growth
of entrepreneurial organizations (Covin & Miles, 1999; Covin & Wales, 2010).

Proactiveness is the willingness of organizations and their ability to expect new development as fast as possible to
have the advantage of the first-mover in relation to other competitors, instead of waiting for imitating of new
development and then react according to them (Kessler, & Fink, 2010). According to Lumpkin and Dess (2001)
proactiveness is an approach for seeking opportunities of new services and products and responding quickly to
customers’ anticipation and demand.

Risk-taking is the degree that managers are willing to have resource commitment to emerging opportunities where
there is a reasonable chance of costly failure Miller and Friesen (1978). Moreover, it has been argued by Caruana,
Ewing, and Ramaseshan (2002) that innovation cannot be existed without risk taking. Therefore, risk taking is
considered as the most important factor of EO where it is usually used to demonstrate entrepreneurship (Osman et al.,
2011).

3.4.3 Entrepreneurial Orientation (EO) and Organizational Excellence and Performance

Many researchers studied the relationship between EO and organizational performance. However, there is a dearth of
research examining the effect of EO on organizational excellence. Most of the studies on EO are focusing on three
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dimensions of EO, i.e. innovativeness, proactiveness, and risk taking. For example, Rauch et al. (2009) investigated
this relationship using meta-analysis approach. Their result concluded the importance of involving and assessing
more additional moderators when examining the relationship between EO and organizational performance.

In connection with that, Lumpkin and Dess (2001) examined the moderating effect of industry life cycle and
environment on the relationship between EO and organizational performance. They found that proactiveness and
aggressiveness have different impact on organizational performance, where proactiveness was related positively to
organizational performance, but aggressiveness was weakly associated performance.

Additionally, Caruana, Ewing, and Ramaseshan (2002) examined the impact of centralization and environmental
challenges on the EO-performance relationship. Their findings approved that the environmental variables affect
positively the performance, and EO is positively associated with organizational performance in public organizations.

In their contribution to the same field, Jogaratnam and Tse (2006) examined the EO structure and performance
within the Asian hotel industry context. Their results showed that the entrepreneurial strategic posture is associated
positively with organizational performance, and organic structure is negatively associated with organizational
performance.

Altinay and Altinay (2004) examined the impact of organizational structure on EO and expansion of performance.
Their study showed that EO is a significant organizational characteristic for both entrepreneurship and literature of
international management.

In their contribution to the same stream of research, Wiklund and Shepherd (2005) suggested a configurational
approach to study the effect of EO in business performance. They gathered data from 413 Swedish firms and found
that combining of EO the configurational approach demonstrate variance in performance over main-effect-only
model and contingency model.

Davis et al. (2010) investigated the moderating role of manager power such as expert, prestige, and structural power
on the relationship between EO and organizational performance. Their results showed that there is a positive
influence of manager power characteristic on the relationship between EO and organizational performance. In
addition to that, Richard, Wu, and Chadwick (2009) studied the role of CEO on the relationship between EO and
organizational performance in UAS banks. They found that CEO industry tenure positively moderates the
relationship between EO and organizational performance.

Thus, the following hypotheses should be introduced for further empirical examination

HS5: Entrepreneurial Orientation has a significant effect on the organizational excellence.
HG6: Entrepreneurial Orientation has a significant effect on the organizational performance.
3.5 Organizational Excellence

The highest rank of evaluation is denoted by the word “excellence”. It is used to evaluate the highest rank for
achievements by people or organizations. Dahlgaard-Park (2009) pointed out that it is difficult to realize when you
will gain excellence if you do not understand what it is. In the literature of humanity studies, the word “excellence”
is always preceded by or related with “business” or “organizational”, however the two words leading to the same
meaning with the difference that “organizational excellence” is more used with public sector, and “business
excellence” with private sector organizations (McAdam, 2000).

In the present time, many organizations are looking for organizational excellence, but unfortunately most of them
failed to have it because of the misunderstanding what is the meaning of excellence (Dahlgaard, 2003). According to
Antony and Bahattacharyya (2010) that the organizational excellence concept in academic research is first originated
from Peter and Waterman (1982). They also concluded that organizational excellence helps managers in their
organizations to evaluate and differentiate the level of success and achievement better than the organizational
performance measurement.

3.5.1 Definition of Excellence

In literature, the word excellence has different definitions. For example, Hillman (1994) defined excellence
assessment as the process of evaluating an organization against a model of continuous improvements to understand
what has been accomplished and what more improvements it needs. Another definition came from the European
Foundation for Quality Management (EFQM guidelines, 1999) that excellence is a prominent practice in managing
and achieving results in an organization based on nine basic concepts, viz result orientation, leadership and
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constancy of purpose, continuous learning, public responsibility, management by facts and process, partnership
development, innovation and improvement, customer focus, and people development and involvement.

The word “excel” has been defined by the American Heritage dictionaries (1992), as "to do or be better than; surpass,
to show superiority, surpass others". Moreover, the construct excellence is derived from the Latin word “Execeller”
which refers to “to ascend” (Attafar, Forouzan, & Shojaei, 2012). They argued that the meaning of excellence in
literature is related to the author's point of view, such as excellence means quality (Waterman, 1992), proportionality
for use ((Juran and Gryna, 1988), and value (Feigenbaum, 1983), perfectness, accuracy, and absoluteness (Attafar,
Forouzan, & Shojaei, 2012).

In connection with that, Moghadami (2005) pointed out that excellence organization should have the following
characteristics: customers, employees, leadership, capital owners, learning, future generation, globalization, change
or transformation, and suppliers and strategic partners. In relation to that, Eisakhani (2008) determined seven
characteristics of excellence organizations like, ambition purposes, strategic thinking, leadership, technology,
processes, perspective and mission, and organization planning. Similarly, Riahi (2005) pointed out twelve
characteristics for excellence organizations such as, innovation and learning, foreseeing and inspired leadership,
being flexible and responsive, paying attention to beneficiaries' needs, effective management system, development
and preserving cooperation, using short-term, medium-term and long-term programs, employees participation,
clarification and responsiveness, focusing on potential demands of customers, paying attention to process.

3.5.2 Business and Organizational Excellence Models

Organizational or business excellence models are those tools or measurements that help organizations to measure and
evaluate the degree of being excellent organizations (Attafar, Forouzan, & Shojaei, 2012). In addition, these models
help organizations to contrast and compare themselves with competitors’ best practices and lead encouragement for
clarification, recognition, self-evolution, and explaining attitudes which related to results of performance (Ghorbani
& Nouri, 2005).

Due to the advantages of using organizational excellence models, Salekzamani (2006) determined the following
advantages: organizational excellence models help organizations to improve applications of organizational
performance and their results, tools for perception and performance management, help organizations in their
direction of strategic planning, and help organizations to share information and facilitate communications by using
applications of best practices.

The following models are the most well-known organizational excellence models:

1) Deming Award Model in Japan (1951): Deming was the person who reformed the Japanese economy after the
2" world war (Petersen, 1990). Deming’s approach for excellence gained energy in the early of the 1980s.
Therefore, Japan established award called “The Deming Prize” that refers to the award of Japan’s Quality Award
(Rungtusanatham, Ogden, and Wu, 2003). According to them, Deming model has fourteen points for
organizational improvement, they are: Create constancy of purpose, Adopt the new philosophy, Cease
dependency on mass inspection, End the practice of awarding business on the basis of price tag alone, Improve
constantly and forever the system of service and production, The job training should be instituted, Institute
leadership, Drive out fear, Break down the barriers between departments, Eliminate slogans, exhortations, and
targets for the workforce, Eliminate work standards, management by objective, substitute leadership, and
eliminate management by numeric goals, Remove barriers that plunder the hourly worker of his right to pride of
workmanship, Institute strong program of education and self-improvement, and Transformation should be
accomplished by everyone in the company.

2) Peters and Waterman’s model (1982): Peters and Waterman (1982) choose 500 companies from 53 industrial
scopes. They accomplished eight characteristics of successful companies, they are: Bias for action, Close to the
customer, Autonomy and entrepreneurship, Productivity through people, Hands-on, value-driven, Stick to the
knitting, Simple form, lean staff, and Simultaneous loose-tight.

3) Malcolm Baldrige Model (1987): in 1987, USA congress created the Malcolm National Quality Award (MNQA)
to acknowledge quality and performance, and enhance excellence in American firms (Dejong, 2009). There are
seven categories of MIBNQA mentioned by Davis, Marcos, and Stadning (2005), as follows: Leadership,
Strategic planning, Customer and market focus Information and Analysis, Human resource management focus,
Process management, and Business results.

4) European Excellence Model (EFQM) (1991): EFQM has been established to help organizations measure their
level of performance. It has nine criteria that used to measure this level, they are: Leadership, Policy and
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Strategy, People, Partnerships and Resources, Process, Customers Results, People Results, Society Results, and
Key Performance Results.

5) Kanji’s Leadership Excellence: it is an instrument to measure the level of business performance by a leadership
construct (Oakland & Tanner, 2008). This model is designed to be used in both private and public organizations.
The pyramid model has been examined the excellence model (Kanji, 1998).

6) Malaysian Total Performance Excellence Model: Hussain et al. (2001) the MTPEM consists of the following
constructs: leadership, change management, culture and values, strategy and objectives, resource management,
best practices, innovation, employee satisfaction customer, community and stakeholder focus, productivity, and
total Performance.

3.5.3 Leadership and Organizational Excellence

As we can see above that most of excellence models considered leadership as the most critical factor that enhance
higher performance for organizations. Therefore good leadership can be regarded as the key to organizational
success and superior performance (Pinar & Girard, 2008). In connection to that, Darling and Nurmi (1995) argued
that organizational excellence can be accomplished through development and implementation of leadership strategies.
Furthermore, Dahlgaard-Park (2009) indicated that management without leadership cannot generate and create
excellence. She added that organizational excellence initiated by building leadership which means developing
leaders through education and training to have the capability to gain competencies. In addition, organizations that
attempt to achieve excellence should have a harmonized relationship between leaders and followers and work as a
team.

3.5.4 Organizational Excellence and Organizational Performance

The relationship between organizational performance and organizational excellence is interrelated where one of them
leads directly to the other. In some cases organizational performance in organizations will be followed by or lead to
excellence. According to EFQM, organizations that achieve 60 per cent in their performance are considered excellent
organizations. Moreover, excellence existing models look at excellence as an outstanding level of performance
(Antony & Bhattacharyya, 2010).

In their effort to examine the relationship between organizational performance and organizational excellence, Antony
and Bhattacharyya (2010) examined this relationship based on data collected from 407 respondents in SMEs in India.
Their result suggested that organizational excellence and performance can be measured by consolidating variables of
performance. In other words, organizational excellence could be calculated based on the relationship between
performance variables.

In relation to that, Ooncharoen and Ussahawanitchakit (2008) examined the relationship between business
performance and organizational excellence of the Hotel business in Thailand based on data collected by the
questionnaire instrument from 278 hotels. They found that organizational excellence has a significant positive effect
on performance.

In their contribution to the same field, Kiitam and Tammaru (2012) studied the impact of application of excellence
models (EM) on organizational performance. They concluded that there is a positive impact of the use of excellence
models in different dimensions (sustainability, financial performance, and excellence) on organizational performance
if these models are implemented appropriately.

In connection with the same stream of interest, the relationship between excellence models and organizational
performance, Ciptono (2005) investigated the link between operational excellence, Deming’s principles, company
performance, and world-class company based on data collected from 140 strategic units in 49 gas and oil companies
in Indonesia. His results approved that there is a positive significant effect on company performance, and
organizational performance of the company can be enhanced by excellence models such as Deming’s excellence
model.

Based on the above arguments and other supporting ones, the following hypothesis can be proposed.
H7: The organizational excellence has a significant effect on the organizational performance.
HS8: The organizational excellence mediates the relationship between TQM and organizational performance.

HY9: The organizational excellence mediates the relationship between ERP systems and organizational
performance

H10: The organizational excellence mediates the relationship between EO and organizational performance
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4. Proposed Research Framework

Based on a thorough review of the literature reveals that the effects of TQM, ERP, and EO on the Organizational
Performance are still inconsistent. To resolve this inconsistency, this study suggested that the organizational
excellence construct could explain the mechanism through which this effect could be made effective. The proposed
framework could be the guidelines for empirical research aiming to explore the determinants of organizational
performance especially in the fast paced technological era.

<Insert Figure 1 Here>
5. Conclusion and Recommendations for Future Research Directions

In conclusion, this paper attempted to expand the boundaries of the knowledge pertaining to the performance
implications of TQM, ERP and EO. The research model resulted from this study provides an original and unique
theoretical framework which could be a reference model to examine the effectiveness of the total quality
management, enterprise resource planning and entrepreneurial orientation. The originality of this research framework
could be due to the introduction of organizational excellence to explain the potential effect of TQM, ERP and EO on
overall organizational performance. This framework was proposed to resolve the inconclusive results regarding the
effects of TQM, ERP and EO on the organizational performance and to explain why these strategies may fail in
producing the desired results.

In general, this research framework could be a guideline for future empirical research further explain the effect of
knowledge based organizational capabilities and the overall organizational performance.

Apart from the potential importance of organizational excellence in explaining the effect of TQM, ERP and EO on
organizational performance, the entrepreneurial culture should be considered as an important factor in these causal
relationships. Meaning that, the effectiveness of these strategies can be measured through their ability to produce an
organizational culture that encourages the innovation and tolerate the failure as the way of learning and improvement.
If such culture is not developed, there will be a huge resistance for any improvement that incurs a risk. In other
words, in order for any organization to achieve the excellence and subsequently achieve high record organizational
performance, it has to be open for any technologically driven innovation and able to foresee business opportunities
by creating an entreprencurial organizational culture.
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