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Abstract

After three decades of research on total quality management (TQM) implementation benefits,
its impact on organizational performance is still being debated. Also, whether TQM foster or
hinder innovation is a question that has yet to be definitively answered. In this framework, the
current research has analysed the relationship between TQM, process (PRC) and product (PRD)
innovations, and their impact on operational (OP) and financial (FP) performance. The current
research has an applied purpose, and the collection method is descriptive-survey. The studied
population was the managers of knowledge-based enterprises in Tehran province. The sample
size was determined by G-power of 313 people. The research tool was a standard questionnaire
with 36 questions. 348 questionnaires were collected using the available random sampling
method during an online survey, and 317 questionnaires were analyzed by removing indifferent
answers. Structural equation modelling (SEM) and SmartPLS3 was performed to evaluate the
research model. The findings showed that TQM has a significant effect on PRC and PRD
innovations, and OP, but this effect on FP was rejected. Also, the impact of PRC innovation on
PRD innovation, OP and FP was confirmed. Likewise, the effect of PRC innovation on OP and
FP was confirmed. Finally, the mediating role of process innovation and operational
performance was confirmed, but the mediating role of product innovation was rejected. The
study shows that the use of total quality management practices facilitates the adoption of
innovative strategies, which helps firms to cope with the turbulence of the business environment
and to increase their capacity to respond faster to challenges.

Keywords: Total quality management (TQM), Process and product innovation,
Operational performance, Financial performance, Knowledge-based enterprises
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