
 ADSU International Journal of Applied Economics, Finance & Management Vol. 10, Issue 2, 2025 
 

757 | @A Publication of the Department of Economics, ADSU, Mubi.  ISSN- Print: 2550- 7869; ISSN-Online: 3043-5323. Journal homepage: https://ajaefm.adsu.edu.ng 
 
 

EFFECT OF TOTAL QUALITY MANAGEMENT, SOCIAL 

INTERACTIONS AND EMPLOYEE ON SMEs PERFORMANCE: A 

CONCEPTUAL FRAMEWORK 

ABSTRACT 

Small and medium enterprises (SMEs) are critical drivers of economic 

development, particularly in low-income economies. However, high failure 

rates persist across African contexts, often linked to challenges in quality 

management, employee engagement, and customer relations. This 

conceptual paper proposes a framework integrating Total Quality 

Management (TQM), employee satisfaction, and social interactions as 

strategic enablers of SME performance. Drawing on the Resource-Based 

View (RBV), the paper synthesizes existing literature to highlight how 

internal capabilities—such as quality-driven processes and satisfied, 

socially connected employees—may contribute to performance outcomes. By 

addressing gaps in existing studies and focusing on the Nigerian SME sector, 

this paper offers theoretical insights and practical implications for SME 

managers and policymakers. Future empirical validation of this framework 

is recommended to strengthen its relevance and applicability. 

INTRODUCTION  

Small and medium enterprises (SMEs) have long been recognized as pivotal 

engines of economic growth, employment creation, and poverty alleviation 

across the globe (Dzuljastri Abdul Razak et al., 2018; Eggers, 2020; Gamage 

et al., 2020; Kulathunga et al., 2020). Representing over 90% of enterprises 

worldwide and contributing more than 50% to global employment (Dushime 

et al., 2022; Qalati et al., 2021), SMEs play a crucial role in enhancing local 

innovation and sustaining inclusive development (Prasanna et al., 2019). In 

Nigeria, SMEs constitute a substantial portion of the economy and have 

received increasing attention from policymakers through various support 

programs, including the Anchor Borrower Programme (Isichei et al., 2020). 

However, despite these initiatives, the performance of Nigerian SMEs 

remains suboptimal. Numerous structural and operational challenges hinder 

their growth ranging from limited access to finance and inadequate 

infrastructure to weak managerial capabilities, regulatory burdens, and 

lagging adoption of innovation and quality practices (Muchaendepi et al.,  
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2019; Musa & Muruga, 2016; Ellera et al., 2020). Research shows that internal organizational factors 

particularly Total Quality Management (TQM), employee satisfaction, and knowledge integration play an 

instrumental role in enhancing firm performance (Alzoubi & Ahmed, 2019; Eniola et al., 2019; McDermott & 

Prajogo, 2012). However, these elements are often underutilized in the Nigerian SME context, where informal 

structures dominate and managerial maturity varies widely (Qalati et al., 2021; Dzuljastri Abdul Razak et al., 

2018). Moreover, social interaction—a critical yet often overlooked organizational factor—has not received 

sufficient scholarly attention in SME literature. In resource-constrained environments, informal 

communication, interpersonal trust, and team collaboration can function as strategic assets that influence 

customer responsiveness, adaptability, and ultimately business performance (Hudson et al., 2001; Matt et al., 

2020). The synergy between these social dynamics and structured quality initiatives such as TQM is 

particularly relevant in developing countries, where formal coordination mechanisms may be weak or absent 

(Setyani Dwi Lestari et al., 2020). 

Despite the extensive body of research on SME challenges, empirical and conceptual work integrating TQM, 

employee satisfaction, and social interaction as predictors of SME performance remains limited, particularly 

in sub-Saharan Africa. Several scholars have recommended exploring broader performance indicators, 

including human and social factors (Hilman et al., 2020; Davcika et al., 2020; Dushime et al., 2022). 

Responding to this gap, this study proposes a conceptual framework grounded in the Resource-Based View 

(RBV), which positions internal capabilities as strategic resources. By focusing on Nigerian SMEs, the study 

contributes to an evolving body of literature and offers a contextualized understanding of how human-centered 

and process-oriented strategies may jointly drive performance improvements. 

2.0 REVIEW OF RELATED LITERATURE 

2.1 SMEs Performance 

SME performance refers to how effectively an enterprise achieves its strategic and operational goals. It 

encompasses both financial and non-financial outcomes such as profitability, growth, customer satisfaction, 

innovation, and employee productivity (Kashif et al., 2019; Anggadwita & Mustafid, 2014). Scholars have 

linked SME performance to environmental factors such as economic, social, political, and demographic 

conditions (Cicea et al., 2019), as well as to entrepreneurial strategies like opportunity focus and value creation 

(Sadiku-Dushi et al., 2019). Furthermore, internal factors such as innovation capacity, human capital 

effectiveness, and employee involvement significantly influence performance outcomes (Rahaman et al., 2021; 
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McDermott & Prajogo, 2012; Sawaean & Ali, 2021). Despite its multidimensional nature, many studies treat 

SME performance as a fragmented construct, highlighting the need for an integrated framework that aligns 

human resource variables with performance indicators. 

 

2.2 Total Quality Management (TQM) 

Total Quality Management (TQM) is a strategic approach focused on continuous improvement across all 

functions of an organization, aiming to enhance customer satisfaction and long-term performance. It 

emphasizes quality in processes, employee engagement, leadership commitment, and customer focus (Baird et 

al., 2011; Sadikoglu & Olcay, 2014). TQM facilitates structural and cultural transformation by enhancing 

organizational competencies, improving process consistency, and fostering innovation (Iqbal & Asrar-ul-Haq, 

2018; Firman et al., 2020). It is particularly relevant for SMEs, where limited resources require strategic 

deployment of internal capabilities to remain competitive. The integration of TQM into SME operations has 

been found to positively influence both financial and operational outcomes (Othman et al., 2020; Eniola et al., 

2019), though implementation often remains inconsistent in developing contexts. 

2.3 Employee Satisfaction and Social Interaction 

Employee satisfaction is a psychological state reflecting how content individuals are with their job roles, 

working environment, and organizational relationships. It is influenced by intrinsic and extrinsic factors 

including compensation, recognition, work-life balance, and interpersonal relationships (Judge et al., 2019; 

Martine, 2018). Satisfied employees are more likely to exhibit organizational commitment, reduced turnover 

intentions, and higher productivity (Gurz et al., 2017; Bernal et al., 2015). 

A related but underexplored construct is social interaction, which refers to informal communication and 

collaboration among employees. In SMEs, where formal systems are less developed, social interaction can act 

as a substitute for structured coordination, enabling knowledge sharing, teamwork, and responsiveness to 

customer needs. Research suggests that the interplay between employee satisfaction and social interaction can 

significantly affect organizational outcomes such as innovation and service quality (Dubby et al., 2012; 

Hagihara et al., 1998). However, studies often treat these constructs in isolation, limiting our understanding of 

their synergistic effects. 

 



 ADSU International Journal of Applied Economics, Finance & Management Vol. 10, Issue 2, 2025 
 

760 | @A Publication of the Department of Economics, ADSU, Mubi.  ISSN- Print: 2550- 7869; ISSN-Online: 3043-5323. Journal homepage: https://ajaefm.adsu.edu.ng 
 
 

2.4 Linking TQM and SMEs Performance 

The implementation of TQM has been widely associated with improved SME performance across different 

sectors and geographies. Empirical studies demonstrate that TQM positively impacts innovation speed, 

operational efficiency, and customer satisfaction (Anifowose et al., 2022; Alzoubi & Ahmed, 2019). TQM also 

strengthens organizational culture and aligns internal processes with strategic goals (Sawaean & Ali, 2021; 

Eniola et al., 2019). Despite these benefits, many SMEs in developing economies face implementation 

challenges due to resource constraints, skill gaps, and leadership inertia. Therefore, contextualizing TQM 

within the unique operational dynamics of Nigerian SMEs is necessary to understand its true impact. 

Proposition 1: Total Quality Management has a significant positive effect on SME performance. 

2.5 Linking Employee Satisfaction, Social Interaction, and SMEs Performance 

There is growing consensus that employee satisfaction significantly enhances SME performance by fostering 

motivation, innovation, and organizational citizenship behavior (Kustuer, 2011; Elholoui & Asli, 2021). 

Additionally, social interaction has been shown to influence productivity through mechanisms such as peer 

support, information exchange, and collaborative problem-solving (Simon, 1976; Robbins, 1998). In SMEs, 

where roles are often flexible and hierarchical structures are flatter, social capital becomes a critical 

performance lever. 

Integrating employee satisfaction with social interaction provides a holistic perspective on human resource 

dynamics. When employees are satisfied and socially engaged, they are more likely to contribute meaningfully 

to organizational goals. This is particularly relevant in SMEs that rely heavily on human capital and informal 

networks for adaptability and service delivery (Brill et al., 2001; Veitch et al., 2005). 

Proposition 2: Employee satisfaction and social interaction have a significant positive effect on SME 

performance. 

2.6 Conceptual Framework 

Drawing from the preceding review, the proposed conceptual framework positions TQM, employee 

satisfaction, and social interaction as interrelated internal capabilities that drive SME performance. 

Performance is conceptualized as a multidimensional construct encompassing both financial outcomes (e.g., 

profitability, growth) and non-financial indicators (e.g., innovation, customer retention). The framework 

suggests that TQM directly influences performance, while employee satisfaction and social interaction either 
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mediate or moderate this relationship. Small and Medium Enterprise's performance is described depending on 

the success level of the SMEs in fulfilling their objectives. Fielden et al. (2003) consider that performance is 

evaluated according to the achievement of organizational goals throughout its evolution in terms of the 

effectiveness of its human resources, supplier performance, product and service quality customer and markets, 

and other financial factors.  Measuring the performance of the SMEs is an important activity that underpins its 

strength. The performance of the SMEs is usually evaluated from different points of view. In the literature, 

financial and non-financial measures are the most mentioned.  To make efficient strategic decisions for 

enterprises and ensure long-term success both of these meters are used at the same time. Employee satisfaction 

is positively correlated with SME performance and is described as the degree to which a person feels satisfied 

to improve the performance of the organization. Dubby,   (2012), asserted that employee satisfaction 

encompasses a lot of different facets that include motivation and increase SME performance. Hence overall 

employee satisfaction leads to improved productivity of SME performance. 

 

 

 

 

 

 

Figure 1: A research framework 

2.7 Theoretical Underpinning: Resource-Based View (RBV) 

In order to support the variables of this study, the study employed Resource Based View (RBV), the main focus 

of RBV theory is to examine the performance of the organizations based on their resources (Peteraf& Barney, 

2003).  The RBV is one of the strategic management theories which describe how business organizations 

achieve competitive advantage by configuring their resources to become (i) rare; (ii) difficult to imitate; and 

(iii) difficult to substitute (Wuen et al., 2020). This reasoning explains how different business organizations in 

terms of size, can thrive by relying upon their internal factors (Kasturi et al., 2006). This implies the importance 

of linking key resources with business performance (Kunc&Morecroft, 2010). According to the resource-based 

view, strategic capabilities such as TQM and Employee Satisfaction are internal resources that create 
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competitive advantages for the organization (Asad et al., 2020). Therefore, this study examined the effect of 

employee satisfaction and total quality management on SME performance which is in line with the RBV theory. 

The Resource-Based View (RBV) offers a compelling lens through which to examine the role of internal 

capabilities in SME performance. RBV posits that sustainable competitive advantage stems from resources 

that are valuable, rare, inimitable, and non-substitutable (Barney, 1991; Peteraf & Barney, 2003). In this study, 

TQM, employee satisfaction, and social interaction are conceptualized as intangible strategic resources that 

can yield performance benefits if effectively deployed. TQM enhances organizational routines and process 

reliability; employee satisfaction fosters commitment and productivity; and social interaction facilitates tacit 

knowledge transfer and organizational learning. Together, these resources provide a strategic foundation for 

SMEs to overcome contextual limitations and enhance competitiveness. By aligning with RBV, this study 

reinforces the importance of internal resource configuration in achieving superior performance in Nigerian 

SMEs. 

3.0 METHODOLOGY 

This study adopts a conceptual research design, underpinned by a structured and critical literature review 

methodology. The aim was to develop an integrative framework linking Total Quality Management (TQM), 

employee satisfaction, and social interaction to SME performance, particularly within the Nigerian context. 

The literature review was conducted using a systematic yet flexible approach, drawing from peer-reviewed 

journal articles, conference proceedings, and scholarly books. Major academic databases searched include 

Google Scholar, ScienceDirect, Emerald Insight, and SpringerLink, focusing on publications between 2010 

and 2024 to capture recent theoretical and empirical developments. 

A combination of keywords was used, including: “Total Quality Management and SMEs,” “employee 

satisfaction in SMEs,” “social interaction at workplace,” “SME performance,” “TQM in developing countries,” 

and “RBV theory and SME competitiveness.” Boolean operators (AND, OR) were employed to refine search 

results. 

The inclusion criteria were as follows: 

1. Articles published in English; 

2. Peer-reviewed journals or conference papers; 

3. Studies focusing on SMEs, preferably in developing or emerging markets; 
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4. Literature explicitly addressing TQM, employee satisfaction, social interaction, or SME performance. 

Exclusion criteria included: 

1. Non-academic sources (e.g., blogs, magazines); 

2. Studies unrelated to SMEs or lacking empirical or conceptual rigor; 

3. Duplicates or retracted publications. 

Following initial screening based on titles and abstracts, full-text reviews were conducted to extract key 

constructs, theoretical lenses, and empirical findings. The selected literature was then thematically analyzed 

and synthesized to identify conceptual linkages and gaps, which informed the development of the proposed 

framework. 

This conceptual paper design is justified due to the lack of integrated models examining the triadic relationship 

between TQM, employee satisfaction, and social interaction within SMEs in low-income economies. By 

employing a Resource-Based View (RBV) theoretical lens, the study contributes to theory-building and offers 

a foundation for future empirical research. 

4.0 RESULTS AND DISCUSSION 

The outcome of this conceptual study is the development of a framework that links Total Quality Management 

(TQM), employee satisfaction, and social interaction to the performance of SMEs. Drawing on the Resource-

Based View (RBV), these constructs are positioned as internal capabilities that can drive competitive advantage 

when effectively leveraged. 

The review revealed that while TQM practices enhance operational efficiency and customer satisfaction, their 

implementation in developing countries is often hindered by contextual challenges such as inadequate 

infrastructure and managerial capacity. Employee satisfaction, on the other hand, plays a critical role in shaping 

employee behavior, motivation, and innovation—factors that are essential for SME growth. Furthermore, 

social interaction within the workplace emerged as a unique but underexplored construct, particularly in SMEs 

where informal structures often replace formal coordination mechanisms. 

The proposed framework contributes to existing literature in several ways. First, it integrates three often 

separately studied constructs into a cohesive model, allowing for a more holistic understanding of performance 

determinants in SMEs. Second, it responds to specific calls in recent studies (e.g., Hilman et al., 2020; Dushime 

et al., 2022) for more nuanced analyses of performance beyond financial metrics. Third, by embedding the 
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discussion within the Nigerian context, the framework provides a localized perspective that is both theoretically 

grounded and practically relevant. 

From a managerial standpoint, the framework underscores the need for SME owners and managers to balance 

process-oriented strategies (such as TQM) with human-centric factors (like employee satisfaction and team 

dynamics). For policymakers, it highlights the importance of supporting SMEs not only through financial 

incentives but also through training programs and soft-skill development that enhance internal organizational 

capabilities. 

Lastly, the framework lays the groundwork for future empirical research. Scholars may test the model using 

structural equation modeling or case studies, focusing on how these internal resources interact to influence 

various performance dimensions. It also opens avenues to examine moderating effects such as firm size, 

industry type, and leadership style on the proposed relationships. 

5.0 CONCLUSION AND RECOMMENDATIONS 

5.1 Conclusion 

This study developed a conceptual framework to examine how Total Quality Management (TQM), employee 

satisfaction, and social interaction jointly influence the performance of small and medium enterprises (SMEs), 

with a focus on the Nigerian context. Anchored in the Resource-Based View (RBV), the study identifies these 

internal capabilities as strategic assets that can drive competitiveness, innovation, and sustainability in SMEs. 

The framework advances existing scholarship by integrating constructs that are often examined in isolation. 

While TQM enhances process efficiency and quality, employee satisfaction and social interaction enrich the 

human capital base of the firm, fostering commitment, creativity, and informal knowledge sharing. Together, 

these dimensions present a holistic view of performance enhancement rooted in organizational capabilities 

rather than external interventions alone. 

However, this conceptual approach is not without limitations. The study does not empirically test the 

relationships proposed in the framework, and its reliance on secondary literature limits generalizability. 

Additionally, the nuances of social interaction within diverse cultural or sectoral contexts in Nigeria are not 

deeply explored. These limitations point to the need for empirical validation using quantitative or mixed-

method approaches in future research. 

5.2 Recommendations for Practice: 
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1. SME owners and managers should invest in structured TQM practices while fostering a workplace 

culture that values employee voice, recognition, and collaborative behavior. 

2. Capacity-building programs should be introduced by business support organizations to train SME 

managers on how to integrate quality systems with human resource development. 

3. Policy makers should develop interventions that go beyond financing, emphasizing soft skill 

development, employee well-being, and leadership effectiveness within SMEs. 

5.3 Recommendations for Research: 

1. Future studies should empirically test the proposed framework using structural equation modeling 

(SEM) or longitudinal case studies across different regions of Nigeria. 

2. Researchers may examine the mediating or moderating role of social interaction in the relationship 

between TQM and performance. 

3. Further exploration is needed on how contextual factors—such as firm size, sector, and ownership 

structure—affect the strength of the identified relationships. 

4. Comparative studies between SMEs in Nigeria and other developing economies could also enrich the 

theoretical generalizability of the framework. 

By articulating these contributions and directions, this study serves as a foundational reference for scholars 

and practitioners seeking to improve SME performance through a capability-driven lens. 
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