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Abstract
The basic aim of this research is to assess the effect of TOM practices on the customers’
satisfaction at NewAman metal packaging company. The research also investigates the
relationship each of the dependent variable that is customer satisfaction to the
independent variables, the practices of TQM. Customer complaints and company needs
to produce and sale high in the fierce market competition are the major problems
identified by the researcher. In order to meet the objectives of this research, the study
adopted a descriptive and explanatory research design. The major findings of the study
indicated that the total quality management practices; training practices, customer focus
practices, continual improvement practices and leadership commitment are positively
related with the level of customer satisfaction and significantly affect customer
satisfaction in NewAman metal packaging Company. In addition the management actions
undermine leadership commitment to quality and render TQM practices and continual
improvement practice to enhance customer satisfaction in the organization were
ineffective and implemented in a lower level. Therefore, it recommended that the
company management must work to build trust amongst staffs to improve the team
work. It is also recommended that the company should carry out training programs for
employees and task leaders for successful business operation, establish good lines of
communication with its customers, continuously improve their products, services, and
processes to remain competitive. The management should work to improve the

weaknesses of its leadership.

Key words: TQM Principles, Customer orientation, Training, Contentious improvement,

Customer satisfaction, leadership commitment,
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CHAPTER ONE

INTRODUCTION

1.1 BACKGROUND OF THE STUDY

In Today’s world, competitiveness in the global market is becoming fierce because of
globalization of market place, international trade, rapid technological innovation and
economic slowdowns. The main impact of global competition is the ever-increasing
enhancement of customer expectations of high product quality along with low cost,
timely delivery and best service. Since customer expectations are never ending, the gaps
between “what customers want” and “what is being delivered” do ever exist. Therefore
the survival of organizations has become a challenging task for the management. It is a
well established fact that attaining higher and higher degrees of quality in totality paves
the way for facing global competition (Ridgway, 1994). The importance of total quality
management is growing to increase customers’ satisfaction and as a result to win the
market in the long term.

TQM is a management philosophy designed to increase competitiveness, reduce costs,
and secure continuous process improvement. Consequently, there has been a change in
organizational thinking, from approaches based on production-oriented operations, to a
more competitively oriented method that places the achievement of customer satisfaction
at the center of business operations (Baidoun, 2004).

(Bon A., Mustafa, E., 2013b) identified the following seven practices of TQM; top
management leadership, employee involvement, employee empowerment, customer
focus, training, information analysis, and continuous improvement. (Page 53, 516-529)
However, developing economies such as Ethiopia is challenged in their quality of
products and services. Different researches done to assess the quality management
practice in Ethiopian manufacturing and service industries, justifies that quality will be
the future challenges of competitiveness of the Ethiopian firms (Birhanu, Daniel, 2014).
Total Quality Management (TQM) is one of the popular modern management concepts
with emphasis on quality in the entire organization and from supplier to customer

(Ozden, 2003). Total Quality Management is an integrated system of principles, methods,



and best practices that provide a framework for organizations to strive for excellence in
everything they do. Total quality management system has been widely implemented
throughout the world and effective TQM implementation can improve competitive
abilities and provide strategic advantages in the market place. Several studies have shown
that the adoption of TQM has led to improvements in quality, productivity, and can allow
firms to compete globally (Zairi, 1994).Total Quality Management is a management
philosophy with a vision aiming at building a corporate culture characterized by
increased customer satisfaction through continuous improvement in which all employees
actively participate (SuMiDalhlgaard-Park, 2015)

Different definitions of TQM have been presented over the years. Some of these
definitions are presented below. (Oakland, 1993) states that TQM is an approach for
improving the competitiveness, Effectiveness and flexibility of the whole organization”.
(Dale, 1999) defines TQM as a management approach of an organization, centered on
quality, based on the participation of all its members and aiming at long-term success
through customer satisfaction, and benefits to all members of the organization and to
society. (Dale, 1999) states further that tools and methodologies are used in TQM in
order to improve the organization continuously. (Shiba et al., 1993) argue that Total
Quality Management is an evolving system of practices, tools, and training methods for

managing companies to provide customer satisfaction in a rapidly changing world.

A baseline technical definition of what TQM is all about has been given by the American
Federal Office of Management Budget Circular, TQM is a total organizational approach
for meeting customer needs and expectations that involves all managers and employees in
using quantitative methods to improve continuously the organization‘s processes,
products and services. (Milakovich, 1990). In addition, the American Federal Office of
Management defined TQM as, a total organizational approach for meeting customer
needs and expectations that involves all managers and employees in using quantitative
methods to improve continuously the organization‘s processes, products, and services.
TQM is not merely a technical system. In fact, TQM is associated with the organization
itself, which is also a social system (Morgan, Murgatroyed, 1997). Some people argue
that organizations are not only technical systems but also human systems (Pike, Barnes,
1996). In addition (Oakland, 1993), states that TQM is an attempt to improve the whole
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organization‘s competitiveness, effectiveness, and structure. According to (Dale, 1999),
TQM is the mutual co-operation of everyone in an organization and associated business
processes to produce products and services, which meet and, hopefully, exceed the needs
and expectations of customers. TQM is both a philosophy and a set of management

guiding principles for managing an organization.

Many organizations have realized that improving the quality of their products and
services is vital for their businesses to survive and to compete in a fast-moving
environment. Over the last few decades, the development and implementation of
effective TQM has made it possible for organizations to occupy advantageous positions,
and to be more competitive in the world-market.

Therefore, TQM has frequently been implemented as a means of achieving better product
quality, improving the quality of services, and satisfying the needs and the expectations
of customers. The primary focus of total quality management (TQM) is customer
satisfaction. According to (Ho’s, 1999), everyone in TQM organization, including the
customers and suppliers is involved in continuous improvement for the purpose of
meeting customers’ expressed and implied requirements with the full commitment of top
management. TQM is a customer focused management philosophy that aims at the
continuous improvement of the processes and management of an organization through
statistical control, procedure design, policy deployment and human resource management
techniques (Au, Choi, 1999).

According to the article by (Aamir, Kee, D.M.H, S M. Irfan 2012) there is strong
relationship between TQM practices and internal customer satisfaction. The study also
supported that customer participation and continuous improvement can increase customer
satisfaction. In addition, the study finds that total quality management can be applied in
the developing country. According to (Snezana, 2014), the top management commitment
courtesy and responsibility towards their customers is a significant factor of satisfaction.
(Das et al. 2000) described a positive relationship between TQM practices and customer
satisfaction performance. TQM is a comprehensive management approach, the purpose of
satisfying, even encouraging customers. However, customer satisfaction is the main

purpose of TQM, and continuous improvement is essentially ensure that it meets the

11



expectations of the customer, and even ultimately beyond. TQM practices (antecedents)

that significantly affect employees’/customers’ satisfaction and loyalty (Jun, 2006).

Therefore the aim of this research is to assess the effect of implementing total quality
management on Customer satisfaction in the case of NewAman metal packaging

company.

1.2 STATEMENT OF THE PROBLEM

Total Quality Management (TQM) practices and variables have influenced customer
satisfaction. For instance, the leadership commitment, focus on customer satisfaction,
supplier relationship, design of quality, employee’s empowerment, involvement and
training, benchmarking, and process controls affected customer satisfaction (Dale,
Cooper 1994). Total quality management has been widely implemented throughout the
world. Many firms have arrived at the conclusion that effective TQM implementation can
improve their competitive abilities and provide strategic advantages in the marketplace
(Snee, 2016).

Over the years, manufacturing firms over the world, specifically developing countries
like Ethiopia have been affected by day to day change in internal and external customer
needs and requirements, pressure from regulation authorities as well as customers to
adhere to the new rules and need to satisfy customers who demand more from innovative
technologies and products. In this regard, TQM is being used for continuous
improvement of process, involvement of suppliers, new training of staff to increase
efficiency in satisfying Customer needs and achieve the desired organizational

performance.

The researcher tried to examine researches conducted in Ethiopia in the same topic area.
As per the researcher assessment most of researches are focused on specific
organizational context which fit to their organizational settings. According to the study of
(Birhanu, Daniel, 2014), there were many researches conducted to alleviate the problems
in manufacturing industry in Ethiopia. So far there is no effort to investigate the causes of
poor customer satisfaction relating it to the TQM practices. Despite the lack of

constructive researches which encourage TQM implementation as tool for customer
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satisfaction, it is widely seen that few companies in Ethiopia have begun focusing on its
implementation and producing quality products to support their competitive position and
to fulfill the needs of both domestic and international consumers by satisfying their

customers’ needs.

NewAman metal packaging is a factory which is producing crown corks and cans with an
automated Italy machines with international standards and supplying for local beverage
factories. The company is owned by local investor and is located at the south western
skirt of Addis Ababa at Alemgana Sebeta, Oromia. NewAman metal packaging has a
manufacturing capacity of 8 million crowns per day. And it is one of these companies to
implement TQM in Ethiopia and almost all the products of the company are food
packaging products such as crown corks and cans. The customers companies of this
company are international companies like Coca Cola, Pepsi Cola, breweries, etc which
have vast Western and European experience for the product quality. These customers’
require all their packaging material suppliers to be internationally competent not only
with regard to cost but also quality of products and after sales services. That is, there are
stringent quality requirements from these global customer companies. Therefore to
survive in this market the company should identify which TQM practices affect the
customer satisfaction to create customer loyalty, to survive and expand its market. In the
second year of production Newaman metal packaging enter only three of local customer
market from the existing 10 potential customers available. In addition, according to the
strategic plan of the company under study, all local packaging companies are facing
fierce market competition from importers and foreign manufacturers, since better quality
product is being imported with lower price than local manufacturers, Therefore to study
the effect of TQM practices on customer satisfaction helps to identify which practices of
TQM should be used to win this fierce competition by improving quality product/service
and lower price locally. The other gap identified by the researcher was; according to the
customer complaint and feedback of customers record of the company; there was
increased customer complaint and feed backs from the customers at the startup of the
company which was manifested in 10 customer complaints in the year 2019. Therefore
this research aims to examine the effect of TQM implementation on the customer

satisfaction.
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1.3 OBJECTIVES OF THE STUDY

1.3.1 GENERAL OBJECTIVES OF THE STUDY

To assess the effect of total quality management (TQM) on the level of customer

satisfaction, case study of NewAman Metal Packaging.

1.3.2 SPECIFIC OBJECTIVES OF THE STUDY

1. To assess the level of implementing TQM principles to enhance customer
satisfaction in the company,

To examine the effect of Training on the customer satisfaction.

To determine the effect of customer orientation on the customer satisfaction,

To find out the effect of continual improvement on the customer satisfaction,

ok~ W

To examine the effect of leadership commitment on customer satisfaction,

1.4 HYPOTHESES OF THE STUDY

Several statements of supposition can be made in view of the determinants factors of the
customer satisfaction in NewAman metal packaging Company. In light of the above research

objective the study has designed the following directional hypothesis.

H1: Training has significant positive effect on the customer satisfaction in NewAman
metal packaging Company.

H2: Customer orientation has significant positive effect on the level of customer
satisfaction in NewAman metal packaging Company.

H3: Continual improvement has significant positive effect on the customer satisfaction in
NewAman metal packaging Company.

H4: Leadership commitment has significant positive effect on the customer satisfaction in

NewAman metal packaging Company.
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1.5 SCOPE OF THE STUDY

This study is delimited to assessment of the effect of TQM practices on customer
satisfaction in case of NewAman metal packaging. The research covers the whole
company employees and existing customers. This company and its existing customers
were selected for the study area of this research because TQM is already implemented in
this company and its accessibility to the researcher. Therefore the effect of the TQM
practices on customer satisfaction has been assessed with realistic figures since it is
already implemented and the study considers only the four major TQM principles;
employees Training, customer orientation, continual improvement and leadership

commitments.

1.6 SIGNIFICANCE OF THE STUDY

A. The outcome of the research will help the company to make decisions with
regard to TQM, which have increased advantage as a means of competitive
advantages in the local as well as global market for the company itself.

B. Policy development to boost export and growth of manufacturing sector in the
country.

C. The output of this research will assist the Ethiopian government in encouraging
organizations to adopt TQM practices to be competent in the local as well as
global market and also supporting the export sector which the country favors a lot
during GTP2.

D. This research will also contribute to the research gap of this topic especially in

the developing nations such as Ethiopia.

1.7. RELIABILITY OF THE RESEARCH INSTRUMENT

Pilot study (preliminary test) was carried out using convenient sampling method and
having the same characteristics with the participants of the main study. The advantage of
doing a pilot study include; it helps to detect potential defects in the measurement
procedures, it assists in identifying ambiguous items, and it allows the researcher to
become aware of nonverbal behavior that may occur due to the wording question.

Therefore, the researcher tried to insures the reliability and validity of the questionnaire.
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To carried out the reliability analysis, Cronbach’s Alpha (a) is the most common measure
of scale reliability and a value greater than 0.700 is very acceptable (Field, 2009); (Cohen
and Sayag, 2010) and according to (Cronbach’s, 1951), a reliability value (o) greater than
0.600 is also acceptable.

Table 4.8: Reliability Test of Constructs

Scale Mean if Scale Corrected Squared Cronbach's
Item Deleted | Variance if Item-Total Multiple | Alpha if Item
Item Deleted | Correlation | Correlation Deleted

LCS 13.2127 4.916 524 .508 .630
Training 13.1572 5.817 .330 251 .708
CO 12.9336 6.051 278 176 726
Cl 13.2259 4.824 .624 466 .689
LS 13.1507 4.806 574 622 .608

Source: Survey result, 2020

The results showed on table 4.8, the Level of customer satisfaction (LCS) had a
coefficient of 0.636, Effect of Training on CS (ETD) 0.670, the Effect of customer
orientation on CS (ECO) 0.726, the Effect of continual improvement on CS (ECI) 0.689,
and the Effect of leadership on CS (ELS) 0.608. All of the scales were above the
suggested value 0.5 (Nunnally, Bernstein, 1994); (Nunnally, 1974). Therefore, the
reliability value (a) for all items were greater than 0.700, then the responses generated for

all of the variables’ used in this research were reliable enough for data analysis.
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CHAPTER TWO

REVIEW OF RELATED LITERATURES

2.1. INTRODUCTION

This chapter focused on the literature review as conducted by the researcher. It includes a
review of the various studies that have been conducted by other researchers relating to the
concept of total quality management (TQM). Among the areas reviewed include: total
quality management practices, customer satisfaction and effect of total quality
management practices on customer satisfaction. The chapter also provides the research

gaps identified and a comprehensive conceptual framework.

2.2. THEORETICAL FRAME WORK

2.2.1 DEMING’S APPROACH TO TQM

The theoretical essence of the Deming approach to TQM concerns the creation of an
organizational system that fosters cooperation and learning for facilitating the
implementation of process management practices, which, in turn, leads to continuous
improvement of processes, products, and services as well as to employee fulfillment, both
of which are critical to customer satisfaction, and ultimately, to firm survival (Anderson
et al., 1994a). (Deming, 1986) stressed the responsibilities of top management to take the
lead in changing processes and systems. Leadership plays in ensuring the success of
quality management, because it is the top management’s responsibility to create and
communicate a vision to move the firm toward continuous improvement. Top
management is responsible for most quality problems; it should give employees clear
standards for what is considered acceptable work, and provide the methods to achieve it.
These methods include an appropriate working environment and climate for work-free of
faultfinding, blame or fear. (Deming, 1986) also emphasized the importance of
identification and measurement of customer requirements, creation of supplier
partnership, use of functional teams to identify and solve quality problems, enhancement
of employee skills, participation of employees, and pursuit of continuous improvement.

(Anderson et al., 1994a) developed a theory of quality management underlying the
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Deming management method. They proposed that: The effectiveness of the Deming
management method arises from leadership efforts toward the simultaneous creation of a
cooperative and learning organization to facilitate the implementation of process
management practices, which, when implemented, support customer satisfaction and
organizational survival through sustained employee fulfillment and continuous
improvement of processes, products, and services. The means to improve quality lie in
the ability to control and manage systems and processes properly, and in the role of
management responsibilities in achieving this. (Deming, 1986) advocated methodological
practices, including the use of specific tools and statistical methods in the design,
management, and improvement of process, which aim to reduce the inevitable variation
that occurs from “common causes” and “special causes” in production. “Common
causes” of variations are systemic and are shared by many operators, machines, or
products. They include poor product design, non-conforming incoming materials, and
poor working conditions. These are the responsibilities of management. “Special causes”
relate to the lack of knowledge or skill, or poor performance. These are the
responsibilities of employees. (Deming, 1986), proposed 14 points as the principles of
TQM which are listed below:

i. Create constancy of purpose toward improvement of product and service, with
the aim to become competitive and to stay in business, and to provide jobs.

ii. Adopt the new philosophy. We are in a new economic age. Western
management must awaken to the challenge, must learn their responsibilities, and
take on leadership for change.

iii. Cease dependence on mass inspection to quality. Eliminate the need for
inspection on a mass basis by building quality into the product in the first place.

iv. End the practice of awarding business on the basis of price tag. Instead,
minimize total cost. Move toward a single supplier for any one item, on a long-
term relationship of loyalty and trust.

v. Improve constantly and forever the system of production and service, to improve
quality and productivity, and thus constantly decrease costs.

vi. Institute training on the job.
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vii. Institute leadership. The aim of supervision should be to help people and
machines and gadgets to do a better job. Supervision of management is in need
of overhaul, as well as supervision of production workers.

viil. Drive out fear, so that people may work effectively for the company.

ix. Break down barriers between departments. People in research, design, sales, and
production must work as a team, to foresee problems of production and in use
that may be encountered with the product or service.

X. Eliminate slogans, exhortations, and targets for the workforce asking for zero
defects and new levels of productivity. Such exhortations only create adversarial
relationships, as the bulk of the causes of low quality and low productivity
belong to the system and thus lie beyond the power of the workforce.

xi. (a) Eliminate work standards (quotas) on the factory floor. Substitute leadership.
(b) Eliminate management by objective. Eliminate management by numbers,
numerical goals. Substitute leadership.

xii. Remove barriers that rob the hourly worker of his right to pride of
workmanship. the responsibility of supervisors must be changed from sheer
numbers to quality.

Xiii. Remove barriers that rob people in management and in engineering of
their right to pride of workmanship. This means, inter alia, abolishment of the
annual or merit rating and of management by objective.

Xiv. Institute a vigorous program of education and self-improvement.

Xv. Put everybody in the company to work to accomplish the transformation. The

transformation is everybody’s job.

2.2.2 JURAN’S APPROACH TO TQM

Total quality management is the system of activities directed at achieving delighted

customers, empowered employees, higher revenues, and lower costs (Juran, Gryna,

1993). Juran believed that main quality problems are due to management rather than

workers. The attainment of quality requires activities in all functions of a firm. Firm-wide

assessment of quality, supplier quality management, using statistical methods, quality

information system, and competitive benchmarking are essential to quality improvement.
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Juran’s approach is emphasis on team (QC circles and self-managing teams) and project
work, which can promote quality improvement, improve communication between
management and employees coordination, and improve coordination between employees.
He also emphasized the importance of top management commitment and empowerment,

participation, recognition and rewards.

According to Juran, it is very important to understand customer needs. This requirement
applies to all involved in marketing, design, manufacture, and services. ldentifying
customer needs requires more vigorous analysis and understanding to ensure the product
meets customers’ needs and is fit for its intended use, not just meeting product
specifications. Thus, market research is essential for identifying customers’ needs. In
order to ensure design quality, he proposed the use of techniques including quality
function deployment, experimental design, reliability engineering and concurrent
engineering. Juran considered quality management as three basic processes (Juran
Trilogy): Quality control, quality improvement, and quality planning. In his view, the
approach to managing for quality consists of: The sporadic problem is detected and acted
upon by the process of quality control; The chronic problem requires a different process,
namely, quality improvement; Such chronic problems are traceable to an inadequate
quality planning process. Juran defined four broad categories of quality costs, which can
be used to evaluate the firm’s costs related to quality. 