N
N

N

HAL

open science

A conceptual framework of the relationship between
total quality management, corporate social
responsibility, innovation capability, and financial
performance

Younes El Manzani, Mohamed Larbi Sidmou, Jean-Jack Cegarra

» To cite this version:

Younes El Manzani, Mohamed Larbi Sidmou, Jean-Jack Cegarra. A conceptual framework of the
relationship between total quality management, corporate social responsibility, innovation capability,
and financial performance. International Journal of Quality and Innovation, 2017, 3 (2/3/4), pp.188.
10.1504/ijqi.2017.090540 . hal-03207361

HAL Id: hal-03207361
https://hal.science/hal-03207361

Submitted on 24 Apr 2021

HAL is a multi-disciplinary open access
archive for the deposit and dissemination of sci-
entific research documents, whether they are pub-
lished or not. The documents may come from
teaching and research institutions in France or
abroad, or from public or private research centers.

L’archive ouverte pluridisciplinaire HAL, est
destinée au dépot et a la diffusion de documents
scientifiques de niveau recherche, publiés ou non,
émanant des établissements d’enseignement et de
recherche francais ou étrangers, des laboratoires
publics ou privés.


https://hal.science/hal-03207361
https://hal.archives-ouvertes.fr

A conceptual framework of the relationship between
total quality management, corporate social
responsibility, innovation capability, and financial
performance

Youneés El Manzani*

Department of Management,

FSJES Marrakesh,

Cadi Ayyad University,

BP: 2380, Daoudiate, Marrakesh, Morocco
and

Department of Management,

IAE School of Management,

Jean Moulin Lyon 3 University,

6 Cours Albert Thomas, 69008 Lyon, France
Email: younes.elmanzani@gmail.com
*Corresponding author

Mohamed Larbi Sidmou

Department of Management,

FSJES Marrakesh,

Cadi Ayyad University,

BP: 2380, Daoudiate, Marrakesh, Morocco
Email: ml.sidmou@uca.ac.ma

Jean-Jack Cegarra

Department of Management,

IAE School of Management,

Jean Moulin Lyon 3 University,

6 Cours Albert Thomas, 69008 Lyon, France
Email: jean-jack.cegarra@univ-lyon3.fr

Abstract: Total quality management, corporate social responsibility, and
innovation are considered as strategic orientations allowing the achievement of
a sustainable competitive advantage. However, there is a gap in the literature
regarding the study of the links between these three concepts in a single
analysis, the majority of researchers do not gather the study of these three
concepts at once, as they do not as well link them to the financial performance.
The main purpose of this conceptual paper is to examine the relationship
between quality, innovation, corporate social responsibility and financial
performance. We are aiming to build a conceptual framework with a particular
emphasis on the role that may be played by TQM practices in the development
of the bidirectional link between corporate social responsibility-innovation
capability, and its impact on the improvement of the firm’s financial
performance.
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1 Introduction

Corporate social responsibility (CSR), total quality management (TQM), and innovation
are considered as strategic orientations allowing the achievement of a sustained
competitive advantage. The current importance of organisations in the society is justified
by the multiplicity of ecological, social and economic challenges. Firms are increasingly
constrained to behave in a socially responsible manner in order to create value for all
stakeholders. Therefore, CSR is thought to be an efficient, proactive strategy for
achieving better financial performance, and an active source of competitive advantage.
Moreover, TQM is recognised as a management philosophy widely adopted by managers,
while focusing on the continuous improvement of the organisation’s processes, meeting
customer needs, it also allows the firm to increase its profitability and achieve a higher
level of excellence. Likewise, innovation is also a key element to gain in terms of
performance and competitiveness; firms are necessarily required to develop their
innovation capability to maintain their position in highly unpredictable markets
characterised by extremely rapid technological development.



190

The relationship between CSR and financial performance was largely studied in the
literature, but the obtained results remain controversial and paradoxical (Cochran and
Wood, 1984; Nollet et al., 2016; Waworuntu et al., 2014), and there is no consensus in the
debate on this relationship (Hull and Rothenberg, 2008). Therefore, McWilliams and
Siegel (2000) claim that it is important to consider more complex possibilities when
examining the CSR-financial performance relationship, they add that innovation should
thus be included when modelling this relationship. Besides being a strong predictor of
financial performance, innovation capability may complement the CSR impact on
financial performance, because innovation and CSR are considered as two major modern
topics (Labelle, 2008). They can and should be reciprocally reinforcing, for the reason
that the future economy is based on their complementarity. Concerning this
complementarity, there is little work on their interactions (e.g., MacGregor and
Fontrodona, 2008), and their organisational consequences in terms of performance.
In addition, we know little about how a firm can establish and manage the
interaction between CSR and innovation capability to enhance financial performance.
Gallego-Alvarez et al. (2011) showed that the bidirectional relationship between CSR and
innovation is negative. In this sense, TQM can act as a facilitator and optimiser of this
interaction since the implementation of TQM practices produce organisational changes
that enable the incorporation of CSR and the development of innovation capability
(McAdam and Leonard, 2003; Perdomo-Ortiz et al., 2006; Zink, 2007). In one hand,
quality management practices facilitate the development of environmental management
and activities that are socially responsible (Curkovic, 2003; Withanachchi et al., 2007).
On the other hand, TQM practices create a fertile and favourable environment for
developing innovation capability (Martinez-Costa and Martinez-Lorente, 2008; Prajogo
and Sohal, 2001). In spite of the interrelationships between TQM, CSR, and innovation,
there is a literature gap regarding the study of the links between these three concepts in a
single analysis. To the best of our knowledge, there is no study integrating them at once,
as well as linking them to the financial performance. Furthermore, the few empirical
studies that examined their separate partial integration have produced some ambiguous
and less conclusive results.

Thereof, this paper seeks to conceptualise the relationship between quality,
innovation, CSR and financial performance. Relying on prior conceptual and empirical
studies in these three areas, we are aiming to build a conceptual framework with special
emphasis on the role that may be played by TQM practices in the development of the
bidirectional link CSR-innovation capability, and its impact on the improvement of the
firm’s financial performance. The research question formulated for our study is the
following: ‘To which extent the bidirectional link CSR-innovation capability can be
supported by TQM in order to achieve a superior financial performance?’. We are also
aiming to clarify these two sub-questions: How can TQM catalyse innovation capability
and CSR, and serve as a support platform for their bidirectional link? Will the
bidirectional relationship CSR-innovation capability backed by TQM has a positive
impact on the financial performance of the firm?

After this introduction, our paper is structured as follows: the first section is a brief
discussion of the key concepts, namely TQM, CSR, innovation capability and financial
performance. The second section is devoted to the theoretical exploration of the links
between these concepts and their impact on the financial performance of the firm in order
to subsequently build a conceptual framework. The conclusion will provide an overview
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of the theoretical and managerial contribution of our research, and of the methodological
aspects and anticipated limitations.

2 Literature review

2.1 Total quality management

TQM is a management concept developed by Deming, Juran, Ishikawa, Feigenbaum,
Taguchi and Crosby, widely recognised as a management philosophy which has attracted
the interest of a wide public, including academics, scientists, practitioners, engineers and
many others who have proposed a variety of definitions (Mahmud and Hilmi, 2014).
Flynn et al. (1994, p.342) define TQM as “an integrated approach to achieving and
sustaining high quality output, focusing on the maintenance and continuous improvement
of processes and defect prevention, in order to meet or exceed customer expectations”.
Porter and Tanner (2001) see it as “business process focusing on improving
organizational effectiveness, efficiency and responsiveness to customer needs by actively
involving people in process improvement activities” (Rungtusanatham et al., 2005). ISO
9001:2000 considers TQM as the management style of an organisation focusing primarily
on quality and the participation of all the members, it aims for a long term success by
providing customer satisfaction and benefits for the organisation’s members and society
(Dhiaf, 2007). According to Sadikoglu and Olcay (2014), TQM is “a management
philosophy concerned with people and work processes that focuses on customer
satisfaction and improves organizational performance”.

Based on a literature review, Terziovski and Samson (1999, p.229) gave TQM the
following definition: “TQM is a philosophy that embraces concepts, methods, tools and
techniques to form a language which is understood and applied as a business strategy at
the ‘top-floor’ and as a functional strategy at the ‘shop-floor’. This approach assists
organizations to integrate business activities in leadership, people, customer focus,
planning, quality assurance of processes, and information and analysis. These activities
when effectively linked together would lead to sustainable world class performance in
customer satisfaction, employee relations, operating performance and business
performance”.

In spite of the multiplicity of definitions given to TQM, most of them share three
fundamental principles: customer and stakeholders focus, teamwork and the participation
of all the employees of the organisation, process management supported by continuous
improvement and learning (Maitah et al., 2014). These three basic principles are evident
and simple; they nevertheless remain insufficient for the organisations and cannot
provide guidelines in terms of implementation of necessary TQM practices (Maitah et al.,
2014). Several authors attempted to suggest valid TQM practices (Flynn et al., 1994;
Maitah et al., 2014; Saraph et al., 1989), which led to construct certain known TQM
practices identified by their similarities (Lee et al., 2010).

In general, many researchers borrow the six TQM practices developed by the
‘Malcolm Baldridge National Quality Award (MBNQA)’ model since it is largely used
by firms in Europe, USA, Japan and Australia (Samson and Terziovski, 1999), and also
because its six practices can be used to evaluate quality improvements in different types
of companies (Hart and Schlesinger, 1991); Furthermore they are accepted by many
researchers, such as Juran (1995), Evans and Lindsay (1999), Ahire et al. (1995), and
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Dean and Bowen (1994) (Prajogo and Sohal, 2004). Therefore, Table 1 shows the seven
TQM practices adopted for this research (Kim et al., 2012; Samson and Terziovski,
1999).

Table 1 TQM practices

Practices Description

Leadership It refers to the extent to which top management sets goals and quality
strategies, allocates resources, contributes to the quality improvement efforts
and evaluates the quality returns.

Customer As the way an organisation determines the needs and expectations of its actual

orientation and potential customers, ensures an efficient customer relationship
management and measures the customer satisfaction.

Strategic This element focuses on the planning and deployment of strategic and

planning operational plans of the organisation while paying attention to the
requirements of the customer and the operational performance of the
organisation.

Employee It reflects the harmony between human resources practices and the strategic

management orientations of the organisation, as in the training and team development,

communication, security, adaptation and flexibility of the employees as well
as their responsibility and satisfaction.

Information It concerns the application field of the data and the information’s management

and analysis and usage in order to maintain a focus on the customer deliver quality
excellence and improve the performance. TQM’s philosophy tends to make
decision-making based on facts that imply an analysis of information about
customer needs, operational problems, and the success of the attempts made to

improve.
Process The basic idea of this TQM principle is that organisations are a set of
management dynamically interrelated processes; their improvement is considered the
bedrock of all performance improvement.
Supplier Refers to the extent to which an organisation depends on fewer suppliers, is
quality interdependent with suppliers, emphasises quality rather than price in
management purchasing policy, and supports suppliers in product development.

Source: Deming (1986), Saraph et al. (1989), Evans and Lindsay (1993) and
Terziovski and Samson (1999)

2.2 Corporate social responsibility

The concept of CSR appeared in the 1950s when we began to be aware that there should
be a tight link between the actions of the organisations and the environment, actions
through which they must confirm and satisfy the social values and expectations. Carroll
(1979) considers CSR to be the social expectations of societies at given times, including
economic responsibility, legal responsibility, ethical and philanthropic responsibilities
(Huang et al., 2014). Economic responsibility is the most fundamental responsibility of
every firm, it indicates the way firms should efficiently use resources and provide
products at reasonable prices, maintain a fair and stable order for industrial competition,
and satisfy the interests and needs of stakeholders in order to create employment, profit
and economic growth (Carroll, 2006; Rego et al., 2010). Legal responsibility is the
minimal responsibility of the firms, they should respect and incorporate legal regulations
in their operational and managerial methods, including obligations concerning
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manufacture, material consumption, work safety and the protection of the environment,
so as to avoid harming stakeholders (Carroll, 2006; Maignan, 2001; Maignan and Ferrell,
2000; Ramasamy and Yeung, 2009). Ethical responsibility refers to the conformity
between basic cultural values of the firm and moral norms of the society (social
expectations and prohibitions), in order to protect the rights and public properties of
stakeholders (Branco and Rodrigues, 2006; Carroll, 2006; Maignan, 2001). Philanthropic
responsibility represents the firm’s activities beyond economic, legal and ethical norms; it
is the asset restored to society for the purpose of improving the quality of life, sustaining
national policy, and creating a harmonious society (Carroll, 1998; Maignan, 2001).

The CSR concept’s definition remains a topic of debate, there is no formal definition
of the CSR concept has been agreed upon, there are common definitions that have
become rather well used (Kim et al., 2014). The World Business Council for Sustainable
Development (2008) defines CSR: “as corporate commitment to the continued fulfillment
of moral norms, contribution to economic development, as well as improvement of the
quality of life for employees, their families, the overall local community, and society”
(Huang et al., 2014). The European Union refers to CSR as a concept whereby firms
voluntarily integrate social and environmental preoccupations to their commercial
activities and their relations with stakeholders. Companies adopt a socially responsible
behaviour when they go beyond the minimum of legal requirements and obligations
imposed by collective agreements to meet the societal needs. CSR allows firms, whatever
their size is, to contribute to combining economic, social and environmental ambitions in
cooperation with their partners (Maignan and Ferrell, 2000). The norm ISO 26000:2010
conceives CSR in a definition that includes, all at once, the ethical vision defended by the
Americans, the stakeholders’ oriented approach defended by the British, the necessary
respect for the law among Europeans, the contribution to sustainable development and
the respect for international norms of behaviour strongly defended by French people
(Aubrun et al., 2010). For ISO 26000:2010, the responsibility of an organisation for the
impacts of its decision and activities on society and the environment, through
transparency and ethical behaviour.

The different definitions of CSR presented by academic researchers over the past few
decades are multiple but rarely correspond with each other. Through the analysis of 37
definitions of CSR, Dahlsrud (2008) found five main dimensions shared by all those
studied definitions, namely: stakeholders dimension, social dimension, economic
dimension, environmental dimension and voluntary dimension. This structure developed
by Dahlsrud (2008) seems to be quite global and complete, discussing major aspects that
can possibly be considered by CSR. Indeed, in order to carry out our study of the CSR’s
concept, our research borrows these five dimensions.

2.3 Innovation capability

Innovation capability, also named ‘innovativeness’ (Calantone et al., 2002), is a key
success factor that allows firms to maintain a long-term competitive advantage vis-a-vis
their competitors while improving their performance in a dynamic environment (Sher and
Yang, 2005). Innovation capability is a multidimensional concept with multiple
definitions. Wonglimpiyarat (2010) and Romijn and Albaladejo (2002) associate
innovation capability to the skills and expertise necessary to efficiently absorb, master
and improve the existing technologies so as to create new ones, they also see it as a firm’s
capability to create knowledge such as intellectual property, and to implement applicable
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knowledge and creative ideas to generate value on the market. Koc (2007) considers
innovation capability as the continuous improvement of firm’s capacities and resources in
order to explore and exploit new product development opportunities to meet market
needs (Hogan et al., 2011). Xu et al. (2008) define innovation capability as the firm’s
ability to have access to the development and implementation of innovative technologies
with the purpose of conception and production. For Chen (2009), innovation capability of
an organisation is the set of capacities ingrained in its processes, systems, and
organisational structures, and that can be applied to activities of product or process
innovation. Otherwise, for Saunila (2014), innovation capability includes the aspect that
has an influence on a firm’s capability to manage innovation.

Liao et al. (2007), who define innovation capability as the firm’s performance
resulting from different types of innovations to achieve a global improvement of its
innovation capacity, build it in three dimensions:

1  product innovation

2 process innovation

3 managerial innovation.

Marques and Ferreira (2009) attributes four dimensions to innovation capability:
1  product innovation

2 process innovation

3 market innovation

4  organisational innovation.

Other researchers (Lee and Hsieh, 2010; SacedSadrMansoori et al., 2013) also divide it to
1  product innovation

2 process innovation

3 managerial innovation

4 marketing innovation.

Lawson and Samson (2001) consider innovation capability as a structure of seven
dimensions:

1  vision and strategy

harnessing the competence base
organisational intelligence

creativity and idea management
organisational structures and systems

culture and climate

N O v AW

technology management.
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Yam et al. (2004) have adopted a functional approach to regroup innovation capability in
six dimensions, except for the organisational learning capability that represents a separate
function,

1  research and development
2 production

3 marketing

4  organisation

5 resource allocation

6  strategic planning.

Li and Chen (2010) built a model that includes the most important dimensions of
innovation capability that influence the performance of developing new products, such as

1  technology
2 organisation
3 strategy

4 production
5 marketing.

Martinez-Roman et al. (2011) suggest another vision of three dimensions:

1 knowledge
2 organisation
3 human factor.

The definition advanced by SacedSadrMansoori et al. (2013) “the ability to continuously
transform knowledge and ideas into new products, processes and systems for the benefit
of the firm and its stakeholders. Innovation capability is not just an ability to be
successful at running a business new-stream, or to manage mainstream capabilities.
Innovation capability is about synthesizing these two operating paradigms”, seems quite
complete since it includes the principle of stakeholders that is a key concept in the CSR
definitions.

Concerning the innovation capability’s dimensions, we are keeping the seven
dimensions (see Table 2) developed by Saunila (2014) to study the impact of innovation
capability on the operational and social performance of the firm, as it deals with
innovation capability as certain organisational aspects likely to back different types of
innovations, contrary to the most researchers that limit the innovation capability to the
outputs obtained, whether it’s process innovation, product innovation, managerial
innovation, etc.
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Table 2 Innovation capability dimensions
Dimensions Description
Participatory Refers to the organisation’s overall atmosphere that backs and motivates
leadership culture innovation, and the leadership that facilitates it.
Work climate and Represent the wellbeing of the employees and further the work climate
wellbeing for innovation development, including collaboration and values.
Ideation and Are linked to the structures and systems required for a successful
structures innovation. This includes generating, developing and implementing
organisation innovations, and the ways how tasks are managed within the

organisation.

Know-how It includes knowledge and skills of the employees who play an important
development role in innovation capability. This includes the use of knowledge as well

as the improvement of the employees’ skills, and the understanding of
the external environment, including customers, competitors and emerging
technology (Calantone et al., 2002; Keskin, 2006).

External knowledge It highlights the importance of proper conduct in terms of exploiting
external networks, inter-firms connections, and knowledge to the overall
organisational innovation capability.

Regeneration Reflects an organisation’s ability to learn from earlier experiences and
exploiting them to create innovations and develop their operations.

Individual activity Employees’ individual innovation capability and activity are needed to
form the organisation’s overall innovation capability, which forms the
employee activity aspect.

Source: Saunila (2014)

2.4 Financial performance

Financial performance measurement knows a great diversity between authors. Thus, it
presents anomalies concerning the comparison and generalisation of the results. Two
major categories of financial performance measurement exist; they are quite used in the
majority of studies, the first category is based upon accounting indicators that provide an
image of the history of the firm’s profitability [return on assets (ROA), return on equity
(ROE), and return on sales (ROS), etc.]. Whereas the other category is based upon a
range of indicators concerning the stock market and which refer to the shareholders’ and
investors’ expectations and evaluations of the firm’s profitability [total return to
shareholders, variations of share price, stock market performance, price earnings ratio
(PER), and book to market ratio, etc.].

In spite of the limitations presented by these two categories of financial performance
measurement indicators, the authors demonstrate that the accounting indicators are most
efficient to measure financial performance (Simpson and Kohers, 2002; Waddock and
Graves, 1997). For example, in the relation between social and financial performance,
Mcguire et al. (1988) and Orlitzky et al. (2003) stipulate that accounting measurements
turned out to be better preachers of the CSR (Allouche and Laroche, 2011). In their view,
and whilst studying the link between innovation performance and financial performance,
Kostopoulos et al. (2011) chose the ROS and the ROA to measure financial performance.
According to these researchers, ROS and ROA are two very popular indicators of
profitability that are taken into consideration by the firms when evaluating their decisions
and strategic goals. According to an article (Hagel et al., 2010) published in the Harvard
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Business Review, the best way to measure the firm’s performance is through the ROA
because it explicitly into consideration all the assets used to sustain commercial activities.
It determines whether the firm is able to generate an adequate return on its assets rather
than only reflect solid returns on sales.

Taking into account that most of the anterior theoretical and empirical studies use
accounting data in the measurement of financial performance as opposed to measures
based upon stock market, in this paper, we get back to assets (ROA), equity (ROE), and
back to sales (ROS) as indicators of financial performance.

3 Theoretical framework and development of research hypotheses

3.1 Bidirectional link CSR-innovation capability

Innovation and CSR are considered as major contemporary issues (Labelle, 2008), the
relationship between these two strategic orientations generally takes two different senses,
the first is the fact that CSR practices might be an antecedent to innovation (MacGregor
and Bianchi, 2007; Ubius and Alas, 2012). Thus, CSR can lead to innovation through a
respect of the stakeholders’ environmental, social and sustainable requirements. Being
open towards all stakeholders encourages firms to initiate new working ways, create new
products/services, processes and new market areas (Little, 2006). Ubius and Alas (2012)
established a link between CSR and the innovation climate in a firm and found out that
CSR predicts the climate of innovation for different specified age groups of employees.
Bocquet and Mothe (2013) have studied the relationship between CSR and innovation in
the SMEs context; the results obtained indicate that a reactive CSR approach leads to
developing incremental product innovation whereas a strategic CSR allows for radical
product innovation. The reactive CSR represents the firm’s response to constraints or
pressures from its stakeholders, while the strategic CSR requires alignment between CSR
practices and business strategy, creating a virtuous circle for innovation activities to grow
and rich competitiveness (Bocquet and Mothe, 2013; Porter and Kramer, 2006). Luo and
Du (2015), by combining the literature on CSR and the knowledge-based View,
empirically stated that firms with greater CSR activities are recognised to be the best tend
to have a higher innovation capability and introduce pioneering and incremental new
products more often.

The second sense considered the relation CSR-innovation conversely; some authors
took an interest in the role played by innovation in the integration of the firm in a CSR
approach. Le Bas et al. (2010) demonstrated the existence of a significant strong
relationship between the firm’s achievements of a product or process innovations, and its
involvement in a CSR approach. They have found that engaging in technological
innovations is a behaviour which is positively associated with each of the CSR
dimensions (economic, social, and environmental). In other words, the more a firm is
innovative, the more it will have a strong tendency to implement CSR approaches (Temri
etal., 2012).

This two-way relationship between innovation and CSR was extensively examined in
separate in literature, only a few authors (Gallego-Alvarez et al., 2011; MacGregor and
Fontrodona, 2008; Midttun, 2007) have tried to join them in the same study and suggest a
model in the form of a virtuous loop including both CSR and innovation in the same
approach. These authors confirm the bidirectional relationship between CSR and
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innovation even if the modus operandi of this model is not deeply explained. According
to MacGregor and Fontrodona (2008), on one side, CSR can be innovation-oriented
‘CSR-driven innovation’ when it’s stimulated by values and results in products/services
of a social nature, it’s about ‘doing the right things’. On the other side, innovation can be
CSR-oriented ‘innovation-driven CSR’ when it’s seeking value creation through the
firm’s social processes, and the final result can only have a unique social justification, in
this case, it’s more about ‘doing things right’.

Temri et al. (2012) stipulate that being committed to sustainable development is
reflected through an innovative behaviour, but it’s also interesting to recognise that
innovative companies are also the most involved in terms of CSR, in a concomitant way.
Contrarily, Gallego-Alvarez et al. (2011) show that the bidirectional link between these
two strategic decisions is negative, according to these researchers, all of the CSR
practices cannot create value for the firm. In case a firm is strategically using CSR to
attract customers, it seems that firms offering the most developed products to their
customers do not need anything else to attract them. Based on this discussion, we are
suggesting the following hypotheses:

H1 There is a bidirectional link between CSR and innovation.

Hla being involved in CSR approaches allows the firm to have a strong
innovation capability.

Hlb a strong innovation capability allows the firm to implement CSR approaches.

3.2 TOM and the bidirectional link CSR-innovation capability

Literature on CSR and quality management has evolved in a separate way; However, a
small but nevertheless growing number of studies concerning their intersection emerges
(Hollingworth and Valentine, 2014), obtained results concerning the link between TQM
and CSR remains controversial although the majority of researchers claim the
compatibility between their practices (Hazlett et al., 2007; Hollingworth and Valentine,
2014; Kok et al., 2001; McAdam and Leonard, 2003). For example, CSR principles are
coherent with quality management principles of continuous improvement, organisational
commitment, customer orientation and stakeholder orientation (Frolova and Lapina,
2014). According to Hollingworth and Valentine (2014), there is a strong link between
CSR and the continuous improvement dimension of TQM, since they share common
principles such as rationality, information sharing, cooperation, involvement and
employees’ commitment, common vision and shared goals, stakeholder orientation, as
well as a long-term perspective (Detert et al., 2000; Kok et al., 2001; Rothschild, 2000).
McAdam and Leonard (2003) suggest that inherent values of quality management are
very similar to those of CSR and that compatible ethical values provide a common base
for both quality management and CSR, it’s the ethical foundation of TQM that explains
the way it can back up the implementation of CSR in the organisations, because
according to Juran and Gryna (1993), TQM should be recognised for its emphasis on
human resource through the quality of the employees’ working life and their satisfaction,
this basic principle of quality is a key factor in its identification as a key area in terms of
CSR (McAdam and Leonard, 2003). Benavides-Velasco et al. (2014) have examined the
influence of TQM and CSR’s implementation on the performance of Spanish hotels; they
confirm that the CSR’s level of development is positively affected by the implementation
of TQM, this statement is aligned with that of Zink (2007) who argue that quality
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management models present a base and serve as a catalyst for the CSR’s efficiency in
organisations.

Vinten (1998) argues that TQM is — historically and actually — compatible with both
ethical and instrumental sides of CSR; this coherence eventually allows CSR to be
incorporated into the organisation in a more efficient way and in a short period of time
building on organisational changes, in the behaviour and processes of the firm introduced
by TQM (McAdam and Leonard, 2003). Castka and Balzarova (2007) suggest that CSR
and corporate governance being currently taken into consideration stands as an
opportunity for the quality movement and its practitioners to add more value to their
organisations. Quality standards, excellence models (such as EFQM, MBNQA, etc.) and
TQM principles can serve as platforms for the implementation of CSR in organisations.

Prajogo and Sohal (2003) presented a large literature review on the relationship
between TQM and the innovation performance; they identified the existence of two
contradictory arguments concerning the nature of this relationship. The first suggests that
TQM is positively linked to the innovation performance, explained by the fact that TQM
embodies principles and practices compatible with innovation, creating a fertile
environment that backs the innovation capability (Prajogo and Sohal, 2003). For an
example, the customer focus principle incites the firm to constantly look for the
customers’ new needs and expectations; consequently, this leads the firms to innovate
through the development and introduction of new products. In addition, the continuous
improvement principle encourages change and creativity in the way work is organised
and led. Finally, principles of autonomy, implication, and teamwork are also important in
the success of organisational innovation.

Contrarily, the second argument admits that TQM is negatively linked to innovation
capability because it binds practices and principles that limit the company’s flexibility
(such as standardisation and formalisation), which could affect innovation. As an
example, the customer focus principle doesn’t allow the identification of the clients’
future needs, the firm will then only focus on incrementally developing its current
products without seeking new solutions and implementing real innovations (Slater and
Narver, 1998; Wind and Mahajan, 1997). Moreover, the continuous improvement
principle can impede employees by blocking them in a routine, rigidity and limiting their
creativity, and also the firm by only improving flawed cycles already exist and which
would rather lead to weak and unimportant incremental changes to the detriment of
radical innovations.

This debate on the relationship between TQM and innovation relatively finds its
explanation in the complicated multidimensional aspect of the TQM concept, each of the
multiple elements embodied by TQM can have a different influence on innovation. In the
same way, the multidimensional aspect of innovation also participates in the ambiguity of
this relationship because multiple studies lack clarification of the innovation’s
dimensions taken into consideration while studying the link TQM-innovation (Prajogo
and Sohal, 2001, 2004).

Based on the meta-analysis by Riillo (2014), who examines recent quantitative
studies discussing the relationship between quality management (ISO 9000 and TQM)
and innovation. Among the sixteen empirical studies analysed, thirteen of them support
the positive link between TQM and innovation (Harris et al., 2013; Kim et al., 2012;
Perdomo-Ortiz et al., 2006; Prajogo and Sohal, 2003, 2004). While three empirical
studies who don’t support this link (Feng et al., 2006; Prajogo and Sohal, 2006; Singh
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and Smith, 2004). According to these results, we can consider that the firms adopting
TQM can improve their innovation capability.

In the light of the above and of TQM’s role in the firm’s strategic orientation (Fuentes
et al., 2006), we will start from the fact that, on one hand, TQM is a frame for the
implementation and development of CSR, and on the other hand, is a way to improve the
firm’s innovation capability. We thus suppose that TQM can be a platform to back up
both CSR and innovation capability simultaneously and at the same time their
bidirectional relationship. However, we pose the following hypothesis:

H2 TQM is a platform for the development of the bidirectional link between innovation
capability and CSR.

H2a Firms adopting TQM will have a strong innovation capability.
H2b Firms adopting TQM will easily engage in CSR approaches.

3.3 Bidirectional relationship CSR-innovation and financial performance

The relationship between CSR and financial performance was largely studied in the
literature, but the obtained results remain controversial and paradoxical (Waworuntu et
al., 2014). The majority of recent theoretical and empirical studies indicate the existence
of a positive link (Allouche and Laroche, 2005; Goll and Rasheed, 2004; Hull and
Rothenberg, 2008; Moneva et al., 2011; Orlitzky et al., 2003; Van Beurden and Gdssling,
2008). A complete study with positive results is the meta-analysis conducted by Orlitzky
et al. (2003) on the relationship between social performance or CSR, and financial
performance has concluded that they are generally positively correlated with a large
variety of industry and study contexts and that they are also related to a causal
bidirectional link. That is to say that social performance and financial performance
mutually affect each other through a virtuous cycle (Waddock and Graves, 1997),
financially successful firms tend to allocate more resource to achieve a social
performance and in return, it helps them get a bit more financial returns.

Contradictorily, studies which have found a negative link between CSR and financial
performance explain the fact that stakeholders are less likely to be interested in CSR
activities considered as useless and avoidable, therefore, their effect is irrelevant and its
global impact on the financial aspect will eventually be negative (Brammer et al., 2006;
Carroll et al., 1991; Lopez et al., 2007, Mellahi et al., 2010). The authors attribute the
explanation of those results that are generally mixed up with the different instruments of
CSR measurement and financial performance, and also to the lack of appropriate
statistical controls (Brammer et al., 2006; Carroll, 1991; Griffin and Mahon, 1997;
Margolis and Walsh, 2003; Ullmann, 1985).

Organisational performance is generally linked to innovation (Brown and Eisenhardt,
1995; Capon et al., 1992; Hull and Rothenberg, 2008; Orlitzky et al., 2003; Zahra and
Covin, 1995), the more a firm disposes of a better innovation capability the more its
organisational performance is higher (Calantone et al., 2002; Huang et al., 2009; Marques
and Ferreira, 2009; Roberts and Amit, 2003). While studying the effects of the firm’s
capability to generate innovations on the organisational performance (financial and
operational), Saunila (2014) found that three aspects of innovation capability, namely
ideation and organising structures, participatory leadership culture and expertise
development, have an effect on the different aspects of the firm’s performance. In
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particular, the aspects of innovation capability have more influence on financial
performance than the operational one. In the same sense, the results of Bukhamsin (2015)
show that two important aspects of innovation capability, innovation process, and
leadership management, are directly and positively associated with financial and
operational performance.

Furthermore, It has been demonstrated that managing innovation to survive and grow
positively influence firm performance when environmental factors are taken into account
(Chandler et al., 2000; Hull and Rothenberg, 2008; Zahra and Covin, 1995; Zahra and
Neubaum, 1998). The meta-analysis conducted by Vishwanathan (2010) on the elusive
relationship between social and financial performance have also shown that innovation
capability, when linked to the firm’s social performance, has a positive influence on its
financial performance.

Many studies have tried to study the positive influence of CSR and innovation on
financial performance, but indeed, there is no study about the impact of both CSR and
innovation capability on financial performance. In fact, we believe that the bidirectional
link CSR-innovation capability improves the financial performance; we will thus
formulate the following hypothesis:

H3 The bidirectional relationship CSR-innovation capability significantly and
positively affects the firm’s financial performance.

As our theoretical development, Figure 1 will attempt to present the research’s
conceptual framework model, in order to ensure a simple comprehension of the research
question.

Figure 1 Relationship between TQM, CSR, innovation capability, and financial performance
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4 Conclusions

Building a competitive advantage is a condition for performance. Firms now have to
provide their markets with an innovative and high-quality product that respects social and
environmental requirements. Indeed, the main objective of our research is to provide a
contribution to the theoretical gaps and ambiguities that exist in the literature between
three vast fields of research, CSR, innovation and quality management. By falling within
the scope of strategic management, our conceptual framework suggests that TQM can
catalyse innovation capability and CSR, and serve as a support platform for developing
their bidirectional link and this iterative link can have positively an impact on the firm’s
financial performance.

From a theoretical perspective, our model is a first attempt to bind TQM, CSR,
innovation capability and financial performance in a single problematic which aims to
deepen the understanding of their relationships. We extend CSR and innovation literature
by identifying CSR as a new antecedent to innovation and vice versa. As well, we have
already shown that guaranteed business excellence TQM as organisation-wide
philosophy could be a starting point for the simultaneous realisation of other strategic
orientations of the company like CSR and innovation. In spite of the role of TQM and for
more effectiveness, quality management programs (i.e., ISO 9001, EFQM, MBNQA)
must be updated and restructured in such a way to support the realisation of innovation
and the management of CSR practices.

Obviously, our research has a managerial contribution intended for the professionals’
world of firms. It allows managers to understand the possible articulation between CSR,
innovation, and use it as a driver of the financial performance of their firms. Managers
can consider that expenditures on CSR and innovation are better viewed as capital
investments rather than operational costs. Even though, CSR and the operational costs of
innovation can be efficiently reduced through the integration of TQM practices.

As in every study, ours also represents limits which should be taken into
consideration, and that might stand as new research tracks for the future. First, our paper
only focused on some selective bidirectional relationships presented in the conceptual
framework. There are other potential bidirectional relationships which can be explored,
for example, between TQM and CSR, or TQM and innovation capability (e.g., Brad,
2008; Dimara et al., 2004; Du et al., 2016; Pekovic, 2010). Second, TQM, CSR, and
innovation are contingent on firm characteristics and industry condition. The upcoming
research has to integrate some other variables as firm size, the level of R&D investment,
competitive intensity, and type of industry.

Overall, the framework developed is in its infancy, before carrying out a confirmatory
analysis to test the previous hypotheses, we are inviting researchers to conduct several
expanded qualitative studies in order to explore more deeply the relationships between
the different variables since these relationships are more complex in reality.
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