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Abstract 

Family business is one of the phenomenon in business world, aside from their numbers, family 

business also have significant share on state income. One characteristic of family business is the 

representation of the family in company management / administration. This representation is 

sometimes the reason of some problems in the company, one of it is process design. In the family 

business, the tendency of process design is centralistic and personal, this is because of the nature 

of the family business is "authoritarian". Meanwhile, due to the growth of the company and its 

competition with another companies, the need to have a more structured design process becomes 

mandatory. Since 1980s, the concept of Total Quality Management (TQM) has evolved into one of 

the most frequently imbued concepts to improve company performance, and one of the 

management tools that can be used to implement TQM is the Malcolm Baldrige National Quality 

Award (MBNQA). This study aims to test and analyze the effect of MBNQA on employee 

performance in family business X in Indonesia. Simple linear regression is used as a tool for 

hypothesis testing. A total of 108 employees were used as samples for this study. The results show 

that the application of MBNQA criteria can enhance employee performance. This shows that in 

order to achieved “targeted” employee performance, family business need to focus on structured 

process design. 

 

Keywords: Total Quality Management, Malcolm Baldrige National Quality Award, Employee 

Performance, Family Business 

 

Abstrak 

Perusahaan keluarga merupakan suatu fenomena tersendiri dalam dunia bisnis, selain jumlahnya 

yang banyak, perusahaan keluarga juga memiliki andil yang cukup signifikan bagi pendapatan 

negara. Salah satu karakteristik khas perusahaan keluarga adalah kehadiran perwakilan keluarga 

dalam manajemen/administrasi perusahaan. Hal inilah yang kadang kala rentan menimbulkan 

masalah dalam perusahaan, salah satunya desain proses perusahaan. Dalam perusahaan keluarga, 

desain proses yang umumnya terjadi adalah sentralistik dan personal, hal ini karena sifat dari 

perusahaan keluarga yang cenderung “otoriter”. Padahal seiring dengan berkembangnya 

perusahaan dan ketatnya persaingan, kebutuhan untuk memiliki desain proses yang lebih 

terstruktur menjadi hal yang mendesak dilakukan. Sejak tahun 1980-an, konsep Total Quality 

Management (TQM) telah berkembang menjadi salah satu konsep yang paling sering digaungkan 

untuk meningkatkan kinerja perusahaan, dan salah satu alat manajemen yang dapat digunakan 

untuk menerapkan TQM adalah Malcolm Baldrige National Quality Award (MBNQA). Penelitian 

ini bertujuan untuk menguji dan menganalisis pengaruh MBNQA terhadap kinerja karyawan di 

perusahaan keluarga X di Indonesia. Regresi Linear Sederhana digunakan sebagai alat pengujian 

hipotesis. Sebanyak 108 karyawan digunakan sebagai sampel dalam penelitian ini. Hasil penelitian 

menunjukkan bahwa penerapan MBNQA secara positif dan signifikan mempengaruhi kinerja 

karyawan. Hal ini menunjukkan bahwa dalam perusahaan keluarga, desain proses yang terstruktur 

merupakan hal yang mendesak dilakukan untuk mencapai kinerja karyawan yang diinginkan. 

 

Kata Kunci: Total Quality Management, Malcolm Baldrige National Quality Award, Kinerja 

Karyawan, Perusahaan Keluarga 

 



Indonesia Journal of Entrepreneurship (IJE) Volume 3, Nomor 1, September 2017 

43 
Oliandes Sondakh  

The Effect of Quality Culture and Leadership on…  

INTRODUCTION 

Family business is a phenomenon in the 

business world, not only they have 

growth rapidly, family business also 

have a significant share in national 

income. A survey conducted by PwC 

(PricewaterhouseCoopers), in 2014 

showed Family Businesses in Indonesia 

have seen much stronger growth than the 

global average over 2015 and are very 

bullish about future growth. 83% have 

grown in the last 12 months (vs. 65% 

globally) and 96% are aiming to grow 

over the next five years (vs. 85% 

globally) (http://www.pwc.com/, 

downloaded on June 30, 2017). 

 

Furthermore, PwC defines a family 

business as a company whose majority 

of the voting rights are in the hands of 

the founder or person who takes over / is 

appointed to govern the company, such 

as a spouse, parent, or child; where at 

least one family representative is 

involved in the management / 

administration of the company 

(https://www.cnnindonesia.com/, 

downloaded on 30 June 2017). The 

presence of family representatives in 

management / corporate administration 

is what sometimes causes some 

problems in the company. 

 

In family business, the process design 

that generally takes place is centralistic 

and personal, this is because of the 

nature of the family companies that tend 

to be “authoritarian”. However, with the 

development of the company and the 

tight competition, the need to have a 

more structured design process becomes 

an urgent thing done. 

Good organization is one that has a clear 

purpose and mission based on an agreed 

vision of its founders. To realize these 

goals, it required a tool to achieve which 

is commonly referred as a strategy. In 

reality, there is a common thing that 

strategy can be changed as a result of un-

fulfilment of the assumptions used in the 

planning, for example, the resources 

availability are not balance with 

expectations. It can also be caused by a 

goal that is too abstract so it is far from 

what is expected or it cannot be clearly 

understood. However, strategic planning 

is still needed because it can help 

organizations to evaluate on a regular 

basis to achieve the goal, to help the 

organization to grow and progress, and 

enlarge market share in the midst of an 

increasingly sharp competition (Allison, 

2005). 

 

Competence in strategic planning can 

determine the degree to which the 

organization became involved in 

industry. Strategic planning process 

itself depends on the level of expertise in 

strategic planning manager. The 

involvement of management in strategic 

planning is to ensure that the process is 

carried out in a comprehensive manner, 

irrespective of whether management has 

the expertise to run the process or not 

(Hopkins & Hopkins, 2000). 

 

Furthermore, study shows that an 

organization's culture can be a practical 

tool management and is able to support 

change management processes to 

manage strategy change. Organizational 

culture includes the values, rules, and 

trust that shape the favourable behaviour 

and attitudes in Organizational Culture, 
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so it can be said that the culture of an 

organization can affect an employee‟s 

career satisfaction and organizational 

commitment (Abadiyah, 2013). 

 

The results of previous studies suggested 

a relationship between strategic planning 

and organization‟s performance. 

Performance measurement is complex 

and is a major challenge for researchers 

as a construct multidimensional 

performance and therefore the 

performance measurement with a single 

measurement dimension is not able to 

provide a comprehensive understanding 

(Beal, 2000). So that the measurement of 

performance measurement should use or 

integrate diverse (multiple measures). 

 

The performance assessment of the 

organization is very important to do. The 

performance assessment is used to assess 

the success of the performance, because 

basically the organization orientation is 

not only for profit, but further has 

prioritized on sustainability. In addition 

to the organizations, performance 

appraisal are used as a tool for 

evaluating the performance of the 

previous period, and used as the basis 

for preparing the next corporate strategy 

(Srimindarti, 2004). The success of the 

organization‟s performance is measured 

by the increase in the agency‟s 

performance. Improved performance 

cannot be realized if there is no good 

measurement, which could encourage 

agencies to improve performance. 

Performance measurement is a tool that 

can be used to improve the performance 

of employees in the organization (Chong 

et al., 2011). 

This study takes PT. X, one of the 

Indonesian family business a case study. 

Started as a Ducth company, PT. X 

specializes in gas production since 1916. 

Its core business is to supply industrial 

gases and related services. PT. X 

represented the pioneer in the Indonesian 

gas industry. PT. X had achieved ISO 

9001 certification since 2003 and 

recertified ISO 9001:2008 by SAI 

Global from 5 May 2009 as the 

company‟s commitment in quality and 

service. AGI has implemented quality 

management system from the beginning 

of its process: production process, 

product testing, bottling and filling 

process, distribution, strict 

documentation of activities, until the 

product reaches its customers. 

 

Quality Culture has helped the company 

to improve its operational system. 

According to the Management 

Representative, Quality Culture 

accommodated the company to perform 

consistently by having practical and 

comprehensive rules of work in order to 

satisfy customer. Each of working 

activities has its own mandatory 

procedures and work instructions to be 

followed. Furthermore, top management 

commitment is seen from close review in 

assuring the quality by supporting 

periodic audits and giving continuous 

recommendation for improvement. 

Based on interview with the Human 

Resources Department manager, 

management of PT. X also emphasized 

on quality in their corporate culture 

written in the ten principles of corporate 

culture and quality policy socialized to 

the employees. In 2004, PT. X also 

achieved Zero Accident Award from 
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Department of Labour of Indonesia, as 

an evident that the company had 

improved the work performance. 

 

THEORETICAL REVIEW 

Quality Culture 

Culture is a key success factor as 

in developing the necessary commitment 

to any form of change (Tang, 2006). 

Organizational culture is like the soul of 

the organizations. It will bring the 

energy of the organization (Robbins & 

Coulter, 2005). Organizational culture is 

described as the shared values, beliefs, 

or perceptions held by employees within 

an organization or organizational unit 

(Rospenda et al., 2006). Because 

organizational culture reflects the values, 

beliefs, and behavioural norms used by 

employees in an organization to give 

meaning to the situations that are 

encountered, culture can influence the 

attitudes and behaviour of the staff 

(Drucker, 2004). Organizational culture 

acts as a very important bridge in an 

organization (Peter & Waterman, 1982). 

The definition of organizational culture 

is the belief that can guide staff in 

knowing what to do and what not to do, 

including practices, values, and 

assumptions about their work. 

 

Number of studies aimed at identifying 

general “intangible” factors such as 

culture to boost organizational 

performance and profit (Linklow, 1989). 

An organization with a “quality culture” 

can be defined as having one clear 

values and beliefs that foster total quality 

behaviour (Hildebrandt, 1991). 

Changing corporate culture or 

organizational culture is increasingly 

recognized as one of the primary 

conditions for successful implementation 

of strategic planning (Kujala dan 

Ullrank, 2004). The root of quality 

culture is its own corporate culture, 

because quality culture is a subset of 

corporate culture (Robert, 1992). 

Corporate culture is useful for handling 

internal and external affairs and is 

practiced within the organization to 

create perception, thoughts, and feelings 

towards work. 

 

Leadership 

Leadership is the backbone of 

organization growth because without 

good leadership, it will be difficult to 

achieve organizational goals. If a leader 

trying to influence the behaviour of 

others, then leader needs to think about 

their leadership style. Leadership style is 

how a leader carry out the functions of 

leadership and how they were seen by 

those who are trying to lead, or they may 

be observed from the outside 

(Tampubolon, 2007). Leadership style is 

a variety of behavioural patterns 

preferred by leaders in the process of 

directing and influencing workers. 

Leadership style is behaviour and 

strategy, as a result of a combination of 

philosophy, skills, personality traits, 

attitudes, which are often applied to a 

leader when he tried to affect the 

performance of his subordinates 

(Mulyadi, 2005). 

 

Strategic Planning 

Strategic planning is a systematic 

process agreed between the 

organizations which establish the 

involvement of major stakeholders – on 

priorities that are vital to organization 

mission and responsive to the operating 
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environment (Allison, 2005). Strategic 

Planning typically used to sharpen the 

focus of the organization, so that all 

resources are used in an optimal way so 

that organization can serve the mission 

of the organization. It means that the 

strategic plan to guide an organization 

must be responsive to the dynamic of the 

environment which is difficult to predict. 

The strategic plan emphasizes the 

importance of making decisions that put 

the organization to successfully respond 

to changes in the environment. Strategic 

planning focus is on strategic 

management, meaning that the 

application of strategic thinking is to 

lead an organization in order to achieve 

the intent. 

 

Performance Assessments 

Performance is organization successful 

in implementing the organization‟s 

strategic goals and strategic objectives as 

the result of translation the mission, 

vision, basic beliefs, basic values, and 

corporate strategy (Williams, 1998). 

Organizations strategic successes need to 

be measured; therefore, strategic 

objectives which are the basis of 

performance measurement need to be 

determined first. Performance 

assessment can be defined as a 

determinant of periodic operational 

effectiveness of an organization, and as 

part of the organization, employee‟s 

performance should be asses, to make 

sure the suitability execution with the 

objectives, standards and criteria 

established in advance. Thus, assessment 

of performance should be treating as the 

basis for designing a reward system, so 

that employee‟s performance consistent 

with the expectation performance by the 

organization or company. 

Performance is multidimensional 

construct and therefore measure the 

performance with a single measurement 

dimension will not able to provide a 

comprehensive understanding (Beal, 

2000). So, performance measurement 

should use or integrate diverse 

measurements. The absence of 

consensus on the most appropriate 

measure of performance in a research is 

because so far performance 

measurements in a lot of research are 

still found to have many disadvantages. 

For example, accounting-based 

performance measures and financial 

organizations have a disadvantages 

caused by the variation in addition to 

accounting methods, and also caused by 

the tendency of manipulation of data 

from the management so that the 

measurement becomes invalid. In 

anticipation of the unavailability of 

objective performance data in a study, it 

is possible to use a subjective measure, 

which is based on the perception of 

managers.  

 

Performance Excellence 

The word performance is derived from 

the word “to perform” which means to 

carry out or to execute and to do what is 

expected (Amrstrong & Baron, 2005). A 

key objective of human resource 

management is to contribute towards the 

achievement of high level of employee 

and organization performance 

(Simamora, 2004). Performance refers to 

measurement of achievement upon 

employee‟s tasks or work results 

(Mangkunegara, 2005). Furthermore, 

performance as work achievements 
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measured by its quality and quantity of 

the responsibilities given to workers 

(Creswell, 1994). Performance is also 

the result or output of an individual or 

group work or activity influenced by 

many factors in order to achieve 

common goals within a certain period of 

time in an organization. 

 

Conceptual Framework 

It is proposed that Quality Culture dan 

Leadership are important in the context 

of their relationships with Strategic 

Planning, Performance Assesment, and 

and Performance Excellence. 

 

 

 

 

 

Figure1. Research Framework 

 

Hypothesis 

Based on the preceding literature review, 

the conceptual framework and their 

relationships in the presents study, the 

following hypotheses are proposed for 

this study: 

H1: Quality Culture has a significant 

effect on Strategic Planning 

H2: Leadership has a significant effect 

on Strategic Planning 

H3: Strategic Planning has a significant 

effect on Performance Assessments 

H4: Performance Assessments has a 

significant effect on Performance 

Excellence 

 

RESEARCH METHOD 

A quantitative study, consistent with the 

quantitative paradigm, is an inquiry into 

a behavior problem, based on testing a 

theory composed of variables, measured 

with numbers, and analyzed with 

statistical procedures, in order to 

determine whether the predictive 

generalizations of the theory hold true. 

This research design is conclusive, in 

which it is single cross sectional 

descriptive in nature. The researcher has 

minimal interference as used of 

questionnaires as primary data. Five 

likert scale is use to measure and 

determine the perception of respondents. 

Purposive sampling technique is used to 

gather data.  

 

To examine the hypotheses, linear 

regressions are used as the main analysis 

method, since it can analyze the 

relationships between dependent and 

independent variable(s). In this research, 

the regression co-efficiency of 

independent variable (Beta) along with 

its association needs to determine. Beta 

> 0 is a justification used for approving 

the positive relationship between 

dependent and independent variables, 

while sig < 0, 05 are the justifications 

used for approving the significance of 

that relationship at confidence level 

95%. 

 

ANALYSIS AND DISCUSSION 

Based on the research result, it is found 

that both Quality Culture and Leadership 

have significant effect on Strategic 

Planning. 

 

Table 1. Research Result 

 

 

 

 

Source: Data Analysis (2017) 
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The significant effect of Quality Culture 

on Strategic Planning is because 

Corporate Culture represents the founder 

values an organization adopts that 

dictate how it interacts with employees, 

vendors, partners and clients. Founders‟s 

internal understanding of their values 

strongly determines the kind of behavior 

that will be acceptable or unacceptable 

in their organization. The family 

business‟s value system drives their key 

decisions in business strategy, 

organizational structure, corporate 

culture, governance, owners‟ 

commitment and leadership style. 

Founder‟ values also direct their 

approach to the stewardship of assets 

and affect their attachment to the 

founder legacy, which in turn helps to 

establish a sense of identity and 

commitment to the family business. 

Likewise, founder values will 

dramatically determine how the family 

business is governed, and, most 

importantly, these values shape the 

family members‟ commitment to the 

firm. 

 

Because the corporate culture is a 

driving force in how the organization 

does business, it has an impact on 

developing business strategy. The 

Quality Culture dictates how much risk 

an organization is willing to take when it 

comes to research and development, 

client interaction, investing in equipment 

and any other activity that involves risk. 

If the Quality Culture is one that 

promotes environmental responsibility, 

that will impact the risks that the 

organization will take when developing 

new operations. Assessing risk based on 

boundaries established by the 

organization's beliefs and sense of 

responsibility has an impact on corporate 

planning. 

 

On the other hand, Leadership also has 

significant effect on Strategic Planning. 

Effective leadership skills will motivate 

family members and employees to 

efficiently strive to meet company goals. 

Family business leaders often find 

themselves playing more than one role at 

once (e.g., boss and parents), making 

decisions that cannot be neatly 

compartmentalized, and they need to 

develop a real capacity to be versile at 

the same time. Versatility, as used here, 

means the ability to do many different 

things well. A family business leader 

who is truly versatile is able to be 

strategic and operational; forceful and 

enabling. Versatility is very difficult to 

achieve, but it is an investment that pays 

off greatly. 

 

Leadership enables organizations to 

navigate through a turbulent 

environment. The role of leader include 

create clear organizational vision and 

guiding mission, identify effective 

strategies through use of proven 

analytical tools, develop implementation 

plans to align their organizations around 

the mission, and develop monitoring and 

feedback systems to gauge impact and 

effectiveness. The effectiveness of 

organization is directly dependent on the 

effectiveness of the leaders. Strategic 

planning is vital in clarifying where 

organization is going and how 

organization is going to get there. More 

often, a leader is decisive of organization 

future. Therefore, these two variables 

and the relationship they share are of 
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vital importance to the success of a 

company. 

 

The dominant effect of Corporate 

Culture compared to Leadership on 

Strategic Planning can be explained that 

even though if the leader have strong 

mission and vision statements, but if the 

strategy did not put down on paper, than 

the chance the strategy will planned 

effectively is greatly diminished. The 

development of a strategic quality 

planning is the key to determining the 

right quality initiatives for the company. 

Without it, the company will just move 

from one fad to the next. To get started, 

the company needs to create a team of 

quality professionals who are 

responsible for ensuring the delivery of 

quality products and services to the 

organization‟s customers. If there is only 

one person designated with the 

responsibility for quality within the 

organization, than that person will need 

to create a team of individuals who have 

some responsibility for the management 

of quality within their own jobs, so this 

is the matter of group work, not 

individual work, which can be embedded 

on Corporate Culture. 

 

The results also indicate that 

performance assessments stand as one of 

the main factors characterizing the 

current practice of strategic planning. 

This research has determined large 

organizations and organizations 

operating in rapidly changing 

environments make greater use of 

performance measurement. Since 

businesses are facing increasing 

marketplace challenges. Performance 

assessments can be used to respond to 

marketplace challenges that reflect 

business readiness. Organization that 

embrace the criteria for performance 

excellence and incorporate them into 

their business practices can expect to 

achieve more than their competitors. 

They will help measure performance on 

a wide range of key business 

performance indicators: customer, 

product and service, operational and 

financial. Assessment against the criteria 

allows the company to identify company 

strengths and target key opportunities for 

improvement. 

 

In order to achieve sustained improved 

performance, strategic planning should 

define the best combination of 

innovation, a better growth strategy, 

and/or improved execution. The very 

first step is by assessing the strategic 

part. The strategic assessment defines 

the external factors that will give list of 

opportunities and threats that exist in 

marketplace that will influence the 

process of innovation/growth of the 

business. The internal assessment 

defines priority opportunities to improve 

performance through better quality, 

better consistency, lower cost, better 

fulfillment, better systems, better 

morale, better leadership etc. Put 

together, the company will have their 

strategic planning or change agenda that 

spurs improved performance, in short, 

the company will have the change 

agenda for performance management. 

An effective assessment process should 

yield projects that are a mix of both 

internally and strategically focused 

work. A good performance assessment 

will tell the company whether the 

performance sluggish? Is the company 
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on the wrong road or does company 

need to make some adjustments to the 

plan? This is why it is important to put 

strategic planning in place that is 

regularly discussed and monitored 

 

CONCLUSION 

Organization culture together with 

leadership can be a practical tool 

management and is able to support 

strategic planning processes to manage 

environmental change. In the other 

hands, the performance assessment of 

the organization is also a very important 

thing to do. A good strategic planning 

will only lead to performance excellence 

if company has a good performance 

assessment. The research result showed 

that both Quality Culture and Leadership 

have significant effect on Strategic 

Planning. Furthermore, this research also 

found that Strategic Planning has a 

significant effect on Performance 

Assessment and Performance 

Assessment has a significant effect on 

Performance Excellence. 
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