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Abstract

The research objective was to find out how Total Quality Management (TQM) mediates antecedents of employee performance variables?
The research was conducted with a quantitative approach while the research design was cross sectional. The research model was tested
using the structural equation modeling approach with partial least square analysis tools to test the influence among research variables. The
research sample consisted of 315 respondents who answered a questionnaire in August-September 2019 at manufacturing companies in
East Java. The results showed that situational leadership did not affect employee performance, but did affect the successful implementation
of TQM. The performance measurement system has no direct effect on employee performance. The performance measurement system has
a direct effect on employee performance. Organizational culture has a direct effect on both employee performance and the application of
TQM, so that the application of TQM can improve employee performance. TQM implementation variable acts as a mediation between
situational leadership and organizational culture on employee performance. The relationship that was originally a direct influence turned
into an indirect effect through TQM. The TQM variable is not proven to be an intervening variable between the performance measurement
system and employee performance. There is a direct relationship between these two variables.

Keywords: Total Quality Management, Employee Performance, Advanced Manufacturing Industry, Performance Measurement Systems,

Organizational Culture
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1. Introduction

The achievement of company goals cannot be separated
from its employees’ quality level. Competent employees
are employees who can complete tasks and take up
responsibilities effectively. Good employee performance
provides a company with the opportunity to react and
anticipate market changes quickly and flexibly. In tough
competition, the company must always try to improve the
quality of its products. Adding value is very important to
cause consumer loyalty. Companies that have consumers
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who are satisfied with the value of the product produced are
expected to be going concerned.

The addition of value can be obtained if the performance
of employees meets expectations. Employee performance is
the work of employees in fulfilling obligations in accordance
with their duties and responsibilities. Performance shows
the level of achievement of the implementation of activity
in realizing the company’s goals, objectives, vision, and
mission. An understanding of the factors that affect employee
performance is very important. Previous research shows
that employee performance is influenced by leadership
style, performance measurement systems, and culture.
Some studies conclude that leadership style, performance
measurement systems, and culture influence employee
performance. Several other studies have shown that these
variables do not affect employee performance.

Employee evaluation systems must enable employees
to optimize their potential. Performance improvement
is achieved on an ongoing basis. Employees are aware
to always improve their performance because they have
clear goals based on reasonable abilities. The evaluation
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process is carried out to measure the level of work results
of employees in accordance with established standards. The
results of the evaluation are discussed to find a solution in
case of irregularities. It can be said that evaluation is an act
of measuring employee contributions to company goals. The
contribution is in the form of achieving the company’s goals
that have been set to be achieved. An employee performance
appraisal system is a measure of employee achievement
performance. The information generated is useful for
strategic decision-making and company policy.

The company is a collection of individuals who have
different backgrounds and competencies. These differences
can hamper the company’s operation if it is not managed
properly (Hulima, 2016; Seyedi et al., 2019; Wambugu,
2014). To be a strong business organization, a company must
have a strong culture. Organizational culture governs the
values and norms that direct individuals to achieve company
goals. Employee behavior must be managed and controlled
so that it remains positive and productive. Organizational
culture is related to behavior in situations faced by the
company. The company’s culture indirectly shapes the way
they interact, communicate, and react to internal and external
relations (Nguyen et al., 2020). Organizational culture has
various characteristics, depending on the various points of
view used. Some organizational culture dimensions that are
often revealed are the reach of authority, the tendency of
individualism, risk-takers or avoiders, innovation-oriented
or ability, authoritarian or participatory. Previous research
revealed that employee performance is influenced by
organizational culture (Hulima, 2016; Rad, 2006; Saad &
Abbas, 2018; Salehipour & Ah mand, 2018; Seyedi et al.,
2019). Fanani (2016) and Rotberg (2016) found different
results. According to them, organizational culture is not a
determining factor in employee performance (Fanani & Jalil,
2016; Rotberg, 2016). Organizational culture is individual
subjective values that are not related to the organization. The
way employees communicate, interact, and solve problems
is a personal culture.

Different studies regarding variables that are
determinants of employee performance raise questions
about the cause (Lukmana et al., 2013; Azizah et al.,
2017; Dasrita et al., 2015; Dwi Hidayati, 2017; Fanani
& Jalil, 2016; Mawarni & Yuliansyah, 2015; Rotberg,
2016; Syauta et al., 2012; Wanjiku & Lumwagi, 2014).
One possibility is the existence of variables that affect the
relationship between employee performance variables with
leadership, company environment, and corporate culture.
One of the management information systems that are
implemented is using enterprise resource planning (ERP).
ERP is a software that gives companies the ability to manage
human, financial, and non-financial resources to support
the company’s competitiveness. The information system
is carried out with complete integration, and the outputs

are in the form of comprehensive company information.
ERP is a technology resource that contains comprehensive
information, purchasing, production processes, marketing,
support, and inventory management. The use of ERP
equipped with hardware and software to coordinate and
integrate information data in each area of business processes.
Decision making can be done quickly because the analysis is
carried out simultaneously from various company functions
(Kustono & Valencia, 2017).

In the advanced manufacturing industry, quality is an
absolute criterion that must be met. Some of the techniques
used are Kaizen Costing, Just in Time, Six Sixma, Activity
Based Costing, and Total Quality Management (TQM).
Concepts, paradigms, and techniques are used to achieve
a certain level of quality (Basheer et al., 2016). TQM in
the operational environment gets a lot of attention from
practitioners, managers and researchers because of its
significant contribution to business performance, costs,
customer satisfaction, customer loyalty, and profitability
(Talib et al., 2011). In the implementation of TQM, it is
important for organizations to identify the main factors,
which must be given special attention to ensure the successful
implementation of TQM programs and strategies (Trang &
Do, 2020). Supporting industries have made a significant
contribution to economic growth in Vietnam. Supporting
industries focus on providing raw materials, spare parts and
components for the manufacturing industry (Rahman &
Saima, 2018), thus becoming a substantial determinant of
Vietnam’s industrialization process. In order to increase the
productivity and quality of Vietnam’s supporting industries,
TQM is an efficient tool in improving quality and business
performance.

The successful implementation of TQM depends on the
ability ofhumanresources owned by the company. HR notonly
has competence, but also must have a positive mindset. The
company focuses on meeting customer needs with effective
production processes, good teamwork, and quality products.
Optimizing the competence and resources of the company
provides the company’s competitiveness in the global
market. The TQM system is carried out comprehensively
so that both internal and external customers are satisfied,
defective products are reduced drastically, reprocessing
is zero, and complaints are decreased. TQM is commonly
found in advanced manufacturing companies. The advanced
manufacturing industry implements the integration of data
processes for each function in company management in a
transparent and high level of accountability. The concept of
integration is known as the concept of Enterprise Resource
Planning (ERP).

This research was conducted at an advanced
manufacturing company characterized by ERP. The aim is
to ascertain whether these companies have implemented
TQM optimally and consistently (Koupaei & Movahedi,
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2014; Saleh Al-Dhaafri et al., 2014). From the explanation
above, the researcher is interested in examining the effect
of the work environment, organizational culture, and
situational leadership on employee performance in advanced
manufacturing companies. Research is expected to reveal
the role of applying TQM as an intervening variable on
the relationship among these variables. The question is
whether situational leadership, performance measurement
systems, organizational culture, and TQM affect employee
performance and whether TQM is a mediating variable
relationship between these variables.

2. Literature Review

2.1. Performance Measurement System

Performance measurement is carried out to measure
whether the activities carried out by employees,
organizational units, or certain organizational functions are
in accordance with the standards, achievement measures,
or criteria set (Dasrita et al., 2015; Nilamsari, 2018). In
implementing company operations, conditions and situations
often change. This requires adjustments. Companies must
have a system that guarantees that employee performance
is measurable. Employees who have good performance
gains are rewarded, and bad ones get punishment. Such
a performance measurement system is a mechanism for
creating a just work environment (Striteska & Jelinkova,
2015; Wei & Xiong, 2020).

Employees also benefit from a good performance
measurement system. They obtain information on how their
work is valued, value-added activities, and non-value-added
activities. The better performance measurements used by
the company leads to an increase in employee performance.
The performance measurement system is carried out on an
ongoing basis, with clarity of criteria having the benefit
of feedback information (Nilamsari, 2018; Noronha et
al., 2016). Contingency theory explains that the design of
management information systems should provide the right
information for the goals to be achieved by the company,
both its actions and anticipations so that the company can
live on.

In general, performance measurements include the
objectives to be achieved, how to achieve them, and what
resources are used to achieve them. The mechanism that
is formed will connect the company’s strategy with the
actions taken. In the traditional performance accounting
model, it generally focuses on financial measurement.
This is considered insufficient when the measurement
system ignores non-financial factors. Not including non-
financial factors as elements in performance measurement
causes improvements and innovations that are carried out
unsustainably. The modern approach emphasizes the balance

between financial and non-financial factors (Dahal, 2018).
Previous studies have shown that a good performance
measurement system affects employee performance (Dahal,
2018; Dasrita et al., 2015; Lau & Oger, 2019). This influence
is obtained because the performance measurement system
provides positive motivation for employees always to
improve their performance, help manage employees both
concerning rewards and penalties, provide information
about employee competencies and follow-up to increase
competency. Based on the description above, the following
hypotheses are formulated:

HI: The performance measurement system influences
the performance of employees of advanced manufacturing
companies.

H2: The performance measurement system influences
the implementation of TOM in advanced manufacturing
companies.

2.2. Situational Leadership

The manager becomes the leader of his team. He is
responsible for directing and maintaining that the activities
of the units, subdivisions, or sections they lead remain in
harmony with the company’s goals (Machimbi, 2017; Ul-
Hameed etal., 2019). Good leadership is leadership that cares
for their subordinates. The attention is on the competence
and individual factors. Leadership with these characteristics
is known as situational leadership (Mustika, 2019; Yuliana,
2013; Zulaihah, 2017).

Leaders who carry out the situational leadership style
perform two functions in a balanced manner, namely guiding
and helping to solve technical problems and provide socio-
emotional support to subordinates in carrying out their duties
and work. This requires the full attention of the leader to
his subordinates. The manager must be able to see the
competencies per each of his subordinates so that the tasks
given are completed properly. This leadership style treats
individuals according to the characteristics of subordinates.
Employees who are considered technically qualified, then
managers can reduce the orientation of the task and divert
to the socio-emotional relationship. Important factors in
evaluating the ability of subordinates to carry out work are
knowledge of the task, skills in completing tasks, the ability
to solve jobs and the ability to finish work on time.

The success of situational leadership is influenced
by leaders’ ability to see the potential possessed by their
subordinates. Several types of leadership styles can be adapted
to the characteristics of subordinates. If the subordinates’
level of maturity is low, the leader can apply the instruction
model — the leader commands, specifically, direct and strict
supervision. In certain environments, when competence is
relatively low or has a low motivation, leaders can use roles as
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directors and supporters. He must play a role in offering tasks
to the capable. On the other hand, he acts to give direction to
those who have a low ability (Hidayati, 2017).

Situational leadership is essentially leadership carried
out with different styles according to the characteristics of
subordinates. Thissuitability givescomforttohissubordinates.
Subordinates feel the work environment is supportive so
that they can work optimally. Previous research shows that
the situational leadership style influences the success of
TAM implementation. Appropriate management behaves in
accordance with the conditions of subordinates, causing no
gaps in carrying out tasks, jobs, and responsibilities. On a
quality basis, the proper placement of subordinates certainly
has an impact on job optimization. Quality orientation is
achieved because managers pay attention to constraints and
solutions related to the competencies of the people they lead.

Leadership in which there are aspects of the relationship
between leaders and subordinates, assignments, authority,
and authority influence employee performance (Hamidi,
2009; Ozdal & Oyebamiji, 2018). An effective leadership
style puts subordinates in situations where he can work
optimally. Based on the description above, the following
hypotheses are formulated:

H3: Situational leadership influences employee perfor-
mance in advanced manufacturing companies.

H{4: Situational leadership influences the application of
TOM in advanced manufacturing companies.

2.3. Organizational Culture

The institutional theory explains that culture is the structure
that shapes human behavior. Culture uses values, norms,
standards of behavior, and interdependence among individuals
involved in it. Organizational culture is composed of subjective
things that are rooted in an organization and form characteristics
that affect every individual in a related organization to achieve
certain goals. Someone who is in an organization adapts to the
culture of the organization. Individuals who are unable to adapt
will be excluded or ostracized due to being alien, among others.
Employee performance is an output of employee behavior, so
it cannot be separated from cultural influences. Organizational
culture functions to overcome the problems of internal
integration by building models of personal relationships
and tasks. The way employees can communicate, discuss,
argue, or form a consensus is part of the culture that develops
in the company. The company has certain characteristics
that are different from other companies. It can be said that
organizational culture is a set of recognized and agreed values
and is a differentiator with other organizations.

Culture is a factor in leveraging employee performance
(Maulina & Natakusumah, 2020). If the employee is
comfortable with the developing values, he will work hard
to affect the quantity and quality of the output produced.

A conducive culture encourages employees to contribute to
efforts to achieve the company’s strategic goals. Previous
research found that organizational culture significantly
influences an organization (Aletaiby et al., 2017,
L.Pathiranage, 2019; Sukdeo et al.,2017; Wisna, 2015). They
concluded that culture is a value inherent in organizations.
Individuals who are part of the organization directly follow
the pattern of behavior that has been built. Its performance
will be in line with how employees accept or reject company
values. An organizational culture that grows in the work
environment affects employee performance. Organizational
culture is a collection of key values aggregation. If the
employee views these values as good, he appreciates and
follows those values, and the employee voluntarily performs
their duties and obligations. Based on the theory and previous
research, then the hypotheses can be formulated as follows:

H5: Organizational culture influences employee perfor-
mance

H6: Organizational culture influences the imple-
mentation of TOM

2.4. Total Quality Management

Total quality management (TQM) is believed to be one of
the primary sources on business development. Although TQM
normally generates a sustainable competitive advantage,
there is, surprisingly, little or no theory to confirm (Koupaei
& Movahedi, 2014). The quality paradigm is for employees
always to improve their skills and competencies. Companies
that implement TQM make quality a key success factor to
achieve company goals. Total Quality Management requires
active management and employees to make continuous
improvements.

TQM can never be separated from stakeholder
involvement, increased employee competence, and top
commitment. Stakeholders are parties with interest in the
company (Bahbah, 2018; Machimbi, 2017). The application
of TQM leads to the fulfillment of stakeholder satisfaction.
Some of the company’s activities are carried out with the
involvement of these parties. In the internal scope, the
customer is the recipient of the next process or activity. The
orientation of the fulfillment of internal customer satisfaction
results in the reduction of damaged goods, defective goods,
or improvements that are non-value-added. The company
must also make efforts to ensure that relations with suppliers
are good. The process can be done with a long-term contract.

These three things cannot be separated from management
support. Implementing TQM requires consistent support
from top management. Continual improvement requires
a flexible and dynamic organizational structure so that the
reaction to environmental changes can be carried out quickly.
TQM makes every employee carries out their activities with
high-quality standards. Customer fulfillment characterizes
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increased employee performance needs with precision (Gul
et al., 2012; Munizu, 2013; Sukdeo et al., 2017). Previous
research found that TQM had a significant positive effect on
employee performance. Quality improvements periodically
improve employee performance. Based on the description
above, the following hypothesis is formulated:

H7: Application of TOM influences the performance of
advanced manufacturing company employees.

3. Methodology

This research is designed as a quantitative study, which
is intended to test the hypotheses. The research design was
a cross-sectional study. Data were collected from different
sample units, performed once, and at different times. The
population of this research is 10 manufacturing companies
that have met the sampling criteria. The method used is
the snowball method. The sampling criteria are as follows:
(a) employees in manufacturing companies that implement
ERP. Companies that implement ERP are companies that
are developed and are considered to consistently run a total
quality management system; (b) the sample employees are
characterized by a minimum of two years of service. This
is based on the consideration that with a service period of
two years the employee’s performance has been measured.
The sample studied was 315 employees of manufacturing
company in East Java using a questionnaire. The analysis
tool used is the structural equation model (SEM) with the
partial least square approach.

4. Results and Discussion

This descriptive analysis is used to describe the research
variables descriptively by interpreting the results of the
tabulated data to support the results of the research analysis
so that it can be explained in more detail about the research
findings. The results are shown in Table 2.

Table 2: Results of Statistical Descriptive Analysis

Variable Minimum | Maximum | Mean S
Dev

Situational 19 25 24,02 1,309

Leadership

Performance 28 40 38,67 2,046

Rating System

Organizational 21 28 25,00 2,443

Culture

TQM 40 55 51,92 | 2,636

Employee 34 40 38,92 1,524

Performance

527

Based on the results of the descriptive analysis as presented
in Table 2, for the assessment of situational leadership variables,
the mean value is 24.02 with a value greater than the minimum
value of 19 and a standard deviation of 1.309, and this indicates
that employees of advanced manufacturing companies in East
Java tend to have good situational leadership. Likewise, the
mean value of the performance appraisal system equal to
38.67 is greater than the minimum value of 28, meaning that
the employees of advanced manufacturing companies in East
Java have a good performance appraisal system. The mean
value of TQM is 51.92 greater than the minimum value of
40, and the mean value of performance is 28.82 greater than
the minimum value of 23. The mean value of performance is
38.92 greater than the minimum value of 34, which indicates
that employees at advanced manufacturing companies in East
Java tend to have TQM, and good performance.

4.1. Hypothesis Test (t-test)

Hypothesis testing one through four hypotheses is made
with partial least squares technique with the Visualpls tool. The
partial least square path analysis test results are performed by
specifying the relationship between variables in the inner model.

The path coefficient test results for the inner model
for the two-equation models are shown in table 3. The
test aims to determine each exogenous variable’s effect
on endogenous variables at a certain level of significance.
P-values are significant values. If the P-value is below 0.05,
the hypothesis is accepted. Conversely, if above 0.05, the
hypothesis is rejected.

Based on Table 3, it is noted that:

1) The direct influence of situational leadership (X1) on
TQM (Z1) of 0.314 in a positive direction.

2) The direct effect of Performance Measuring System
(X2) on employee performance (Y) of 0.522 in a positive
direction.

3) The direct effect of the performance measurement system
(X2) on TQM (Z1) of 0.190 in a positive direction.

PMEASURE —0.000

PERFOMANCE
MEASURE

EMPLOYEE
PERFORMANCE
SITLEAD ——0.000

SITUASIONAL
LEADERSHIP

ORGCUL ——0.000—
M
IMPLEMENTATION

ORGANIZATIONAL
CULTURE

Figure 1: Result of Hypotheses Testing
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Table 3: Path Coefficients

cs):r?:::: slslr::r:e g;a\‘/?:t?;: T Statistics | P Values
Org. Culture — Employee Perf. -0.360 -0.309 0.214 1.680 0.094
Org. Culture — TQM 0.547 0.537 0.071 7.676 0.000
Perf. Measurenment — Employee Perf. 0.522 0.504 0.162 3.223 0.001
Perf. Measurenment — TQM 0.190 0.195 0.075 2.546 0.011
Sit. Leadership — Employee Perf. -0.085 -0.038 0.198 0.428 0.669
Sit. Leadership — TQM 0.314 0.319 0.073 4.312 0.000
TQM — Employee performance 0.697 0.631 0.342 2.041 0.042
Tabel 4: Indirect Effects
g:g::la; sla?apr:e [S):avri\:tzia;: T Statistics | P Values
Sit. Leadership — TQM — Employee Perf. 0.219 0.187 0.098 2.241 0.025
Org. Culture - TQM — Employee Perf. 0.382 0.336 0.183 2.086 0.037
Perf. System — TQM — Employee Perf. 0.133 0.138 0.105 1.263 0.207

4) The direct effect of organizational culture (X3) on TQM
(Z1) is 0.547 in a positive direction.

5) The direct effect of TQM (Z1) on Employee performance
(Y) of 0.697 in a positive direction.

6) The relationship between other variables is not significant.
Situational leadership (X1) and performance measurement
system (X2) do not affect Employee Performance.

Based on these tests, it can be stated that the exogenous
variable that has the greatest direct effect on employee
performance (Y) is organizational culture. Situational
leadership variables and the performance measurement
system affect the implementation of TQM, but do not directly
affect managerial performance.

Based on Table 4, it is known that:

1) The indirect effect of situational leadership (X1) on
managerial performance through TQM (Z) is 0.219 in a
positive direction.

2) The indirect effect of organizational culture (X3) on
employee performance (Y) through TQM (Z) of 0.382
in a positive direction.

Based on these tests, it can be stated that the performance
measurement system (X2) has the greatest indirect effect
on employee performance (Y) employees of advanced
manufacturing companies in East Java. Based on the
results of data analysis conducted and described above, it
is known that the independent variables, namely, situational
leadership, performance appraisal system, TQM, have
a significant effect on the performance of employees of
advanced manufacturing companies in East Java.

4.2. Effect of Situational Leadership on Employee
Performance

Based on the path coefficient analysis, the influence
of situational leadership on employee performance shows
a significant p = 0.669. Situational leadership does
not affect the performance of employees of advanced
manufacturing companies in East Java. Thus, the first
hypothesis, which states that situational leadership
influences the performance of employees of advanced
manufacturing companies in East Java, is rejected. The
influence of situational leadership on the performance
of employees of advanced manufacturing companies in
East Java indicates that situational leadership applied
by the leaders of advanced manufacturing companies in
East Java does not directly affect employee performance.
The task distribution system, directing before carrying
out the task, providing deadlines in carrying out the task,
coordinating the work situation, and overseeing the task’s
implementation, is not able to improve the performance
of employees of advanced manufacturing companies
in East Java. Situational leadership is the process of
forming and maintaining relationships between superiors
and subordinates. This relationship must be mutually
supportive of a leader and his subordinates. Leaders
should offer concrete support, direction, and assistance
when subordinates go through difficult periods. In general,
subordinates obtain important tasks or fix problems that
already exist.
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This study’s results are in line with previous studies
(Azizah et al., 2017; Ghani Al-Saffar & Obeidat, 2020).
Leadership does not affect employee performance. Leaders’
behavior will be effective depending on the level of readiness
of leaders in trying to influence others. This shows that
high leadership does not always make employees willing
to perform tasks. In addition to the leading factor, another
possibility is that external conditions also influence employee
performance. The results of this study are not in line with
research conducted by Hamidi (2009), Ozdal and Oyebamiji,
(2018) Mustika (2019), Yuliana (2013). The study found
that situational leadership factors, including the subordinate
supervisor variable, task structure, and power and authority,
had a significant influence on employee work performance.

4.3. Effect of Situational Leadership on the
Application of TAM

The results showed that situational leadership influences
TQM at a significance level of 0.000. The hypothesis that
situational leadership influences the implementation of TAM
is accepted. Managers who have leadership characteristics
are better able to raise the level of TAM success. Situational
leadership is needed to support the implementation of TQM
because it is a management approach, not a narrow quality
control technical approach. This is a strategy and management
philosophy that tries to integrate all organizational functions that
involve involving all lines of the company. The involvement
aims to optimize the performance of employees of the company.
Situational leadership characteristics are aligned with the needs
of the successful implementation of Total Quality Management.
Situational leadership demonstrates the ability of leaders to
engage and empower subordinates—participation in joint
decision-making. The alignment of this leadership style will
support continuous improvement. Relationships with suppliers,
customer involvement, training, top management commitment
can be maintained. Top management’s commitment to involving
themselves in every aspect of business activities to achieve the
company’s goals becomes important.

The results of this study provide support for institutional
theory. The success of an organization in achieving its goals
and fulfilling its social responsibilities depends largely
on managers. If the manager can do his duties well, the
organization will be able to achieve the desired goals and
objectives. This is in line with previous research (Ahaotu &
Pathirage, 2015; Machimbi, 2017; Ugboro & Obeng, 2000).
They find that in industries with advanced infrastructure,
leadership is a determinant of changes in employee
performance. This study’s results are different from other
studies (Muslikun et al., 2016; Witara, 2017). Leadership
does not significantly influence the implementation of
quality-based management because, according to him,
employees support or are not based more on personal aspects
and not because of the direction of the leader. TQM is a

strategy chosen and determined by the company. Employees
follow this because of aspects of loyalty to the company.

4.4. Effect of Performance Measurement Systems
on Employee Performance

The analysis showed that the performance measurement
system variables did not affect the performance of advanced
manufacturing companies in East Java with a significance
level of p = 0.001. Thus the third hypothesis, which states
that the performance measurement system influences the
performance of employees of advanced manufacturing
companies in East Java, is accepted.

Performance measurement systems aim to encourage
the achievement of strategic objectives that focus on
future organizational activities — benefits of performance
measurement for management and employees. Performance
measurement provides feedback in the form of strategic
control. This control can be used to evaluate and retest
how the performance measurement system can increase
profitability. This study’s results are in line with Nilamsari
(2018) and Noronha et al. (2016). This system maintains the
focus of individuals in completing their work to contribute
strategically to the company. This strategy will generally
be in the form of organizational performance. The forms
of performance measurement systems such as budget
information, budget execution, activity reports, deviation
analysis, and corrective actions are not directly related to
influencing employee performance. The results of this study
are different from the research (Kazan & Gumus, 2013).
They found that the Performance Measurement System did
not directly influence employee performance. Measurements
made by companies may be only financial measurements.
They only comply with statutory regulations. Measuring
employee performance must be carried out so that the
consumption of human resources becomes more productive.

4.5. Effect of Performance Measurement Systems
on TAM

The results showed that the management control system
affected the implementation of TQM at a significance level
of p = 0.011. The fifth hypothesis, which states the effect
of the performance measurement system on employee
performance, is accepted. Performance information needs to
be reported to line personnel because reporting productivity
and quality information to line personnel provides feedback
for improvement and learning of production. Performance
measurement systems help employees develop strategic
work effectiveness. Thus it would be better if performance
measurements were linked to quality. Therefore, employees
are required to ensure that quality can be continuously
improved. This makes the performance measurement system
an important factor in the implementation of TAM.


http://repository.unej.ac.id/
http://repository.unej.ac.id/

530 Alwan Sri KUSTONO / Journal of Asian Finance, Economics and Business Vol 7 No 12 (2020) 523-534

These results indicate that a fair performance
measurement system encourages employees to focus on
continuous improvement. Employees are willing to carry
out quality improvement activities aimed at providing
satisfaction to customers, integrating service processes,
making efforts aimed at preventing customer disruption,
making efforts aimed at reducing re-service costs, making
efforts aimed at reducing complaints from customers,
making efforts aimed at reducing customer dissatisfaction,
and making efforts aimed at providing a guarantee of
service that satisfies customers. The implication is that
advanced manufacturing companies in East Java can build a
performance measurement system that is fair to employees.
The system is driving quality orientation in the operations
of advanced manufacturing companies in East Java. Total
quality management can be achieved.

This result is in accordance with previous research
(Dahal, 2018; Dasrita et al., 2015; Lau & Oger, 2019).
The performance measurement system provides positive
motivation for employees always to improve the quality
of their performance and as a basis for the follow-up to
increase employee competency. In advanced manufacturing
companies, a performance measurement system is an integral
part of a company’s strategic policy. Each employee with the
same understanding has understood this system. This makes
the values on performance measurements, not a determining
factor in changes in employee performance. TQM requires
the integration of all elements of the company. All of them
require a well-integrated system so that the company’s
vision, mission, strategy, policies, goals, and objectives can
be communicated properly and clearly to all employees. The
performance measurement system is part of the company
sub-system. A measurement system that satisfies employees
stimulates the successful implementation of TQM.

4.6. Organizational Culture

The results showed that organizational culture was not
proven to affect employee performance at a significance
level of p = 0.094. Organizational culture does not affect
changes in employee performance. Values, consensus,
habits, and goals that exist in the company affect the way of
thinking, communicating, and activities, but do not directly
affect employee performance. Employees who follow the
organizational culture are directed to follow the norms
prevailing in the company. Employees who feel comfortable
with the company culture work with please do not necessarily
meet the targets expected by the organization.

These results are consistent with previous research.
The research found that organizational culture significantly
influences performance in an organization (Aletaiby et al.,
2017; L.Pathiranage, 2019; Sukdeo et al., 2017; Wisna,
2015). They concluded that culture is a value inherent in

organizations. Individuals who are part of the organization
directly follow the pattern of behavior that has been built. How
well an employee performs the company’s organizational
culture influences his role in carrying out tasks. A conducive
and pleasant organizational culture can be a force capable
of directing managers and employees’ behavior towards the
achievement of organizational goals.

Culture can bridge the resolution of problems that occur
within the company. Solving an organizational problem
using the values adopted by the company makes employees
can accept the solutions taken. Job description clarity with
clear procedures also encourages employee congruence with
company goals. Job descriptions make employees have clear
boundaries about what to do and become their authority.
Organizational processes become more efficient and
effective. Teamwork is the basis for increasing productivity.
If the company employees work together and help each
other according to their competency, the work will be easier
to complete. The company’s overall performance also
improved. Such teamwork can help cover the shortcomings
of each individual. A culture that builds teamwork has a
positive impact on performance improvement. Some studies
show different results (F. N. Azizah et al., 2017; Syauta et al.,
2012). Employees do not always follow the corporate culture.
In this condition, culture is not a factor that determines
changes in employee performance. Non-productive cultures
certainly do not lead to improved performance.

4.7. The Effect of Organizational Culture on the
Application of TQM

The results showed that organizational culture was
proven to influence employee performance at a significance
level of p = 0.014. Hypothesis six, which states that
organizational culture influences the application of TQM, is
accepted. Organizational culture is a determinant of changes
in employee performance. Values, consensus, habits, and
goals exist in the values, consensus, habits, and goals that
exist in organizational culture as a perspective from which
to understand the behavior of individuals and groups within
the organization. The shared meaning system is organized by
employees and management together to form the company’s
unique characteristics.

If employees view organizational culture as something
valuable and willing to work, this behavior supports the
company’s management. The awareness that the company
is jointly owned encourages employees always to make
continuous improvements. Companies that provide
employees the opportunity to innovate and make decisions
for completion of work certainly have a different impact if
the company’s value adhered to authoritarian. This freedom
spurs employees to always think of finding the best way
in their duties and work. The stronger the organizational
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culture, the higher the level of employee motivation to work
at high-quality standards. The existence of culture drives the
behavior of employees who view the survival of the company
is important for him. This view affects the way work is done,
and the way employees behave.

This result is in line with previous research (Ghani
Al-Saffar & Obeidat, 2020; Sihotang & Zebedeus, 2013).
Advanced manufacturing employees understand that the
market wants quality products. The growth mindset is
innovation, attention to detail, and outcome orientation,
and stability. This organizational culture pattern is aligned
with TQM. Therefore, organizational culture is a factor that
influences the successful implementation of TQM. This
result is different from Gambi et al. (2015). Culture is not
a clear predictor of the application of quality management.
This culture is characterized by a focus on internal efficiency
and predictable outcomes, control, stability, order, and
uniformity. All of which are formalized in the form of
rules and regulations, and centralized, technically oriented
leadership.

4.8. The Effect of TQM Implementation on
Employee Performance

Based on the results of the regression analysis, it was
found that the application of the technique had a significant
effect on the performance of employees of advanced
manufacturing companies in East Java, as evidenced by the
calculation of regression with a significance level of p =
0,000. Hypothesis seven, which states that the application
of TQM techniques affects the performance of advanced
manufacturing companies’ employees in East Java, is
accepted. The better the application of TQM techniques,
the higher the performance of employees of advanced
manufacturing companies in East Java.

Total Quality Management implemented by advanced
manufacturing companies is oriented to the company’s
internal quality to provide customer satisfaction. TQM
is more broadly defined, which covers all aspects of the
organization, not only the quality of the product but also the
quality of the process, the quality of service, and the quality
of the results of other activities in the organization. Managers
care about the needs of subordinates. Employee performance
is a measure of the quality of employee performance. The
company engages managers in developing the company’s
strategic plan.

The implication is that advanced manufacturing
companies can maximize competitiveness and improve
management  performance through  quality-oriented
continuous improvement. These improvements include a
focus on relationships with suppliers, customer involvement,
and training. The purpose of TQM is to provide quality
service products that meet the sustainable consumer market’s

needs and satisfaction (sustainable satisfaction). The success
of TQM results in repetitive purchases to increase the
productivity of producers reaching economies of scale with
the result of reduced production costs.

This study’s results are consistent with the research
on the application of TQM to significantly influence the
performance of employees (Gul et al., 2012; Munizu, 2013;
Sukdeo et al., 2017). TQM is a management strategy and
philosophy that tries to integrate all organizational functions
involving all managers and employees. They are required
to cooperate in improving products, services, human
resources, processes, and the environment to optimize
company performance: the better the TQM, the employee’s
performance increases. Different studies were conducted
(Chaerunisak & Aji, 2020; Narsa & Yuniawati, 2003;
Ngambi & Nkemkiafu, 2015). The application of TQM does
not necessarily affect performance. The implementation of
Total Quality Management has no partial or simultaneous
effect on employee performance.

5. Conclusions

This study aims to analyze the influence of situational
leadership, performance measurement systems,
organizational culture, and TQM’s application to the
performance of employees of advanced manufacturing
companies in East Java. From the hypothesis testing, it can
be concluded that:

1) The first hypothesis, which states that situational
leadership influences the performance of employees
of advanced manufacturing companies, is rejected.
Situational leadership does not affect the level of
employee performance. This indicates that situational
leadership is directly unable to change employee
performance.

2) The second hypothesis, which states that situational
leadership influences the application of TQM, is
accepted. Situational leadership influences the success
of TQM implementation. The leadership model that
considers employee competence is easier to motivate
employees to apply high-quality standards and be
customer-oriented.

3) The third hypothesis, which states that the performance
measurement system influences the performance of
employees of advanced manufacturing companies, is
rejected. The performance measurement system does
not directly affect employee performance. Changes
in employee performance levels are not necessarily
affected by the performance measurement system.

4) The fourth hypothesis, which states that the performance
measurement system influences the application of
TQM in advanced manufacturing companies, is
accepted. Performance measurement systems directly
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affect employee performance. This indicates that the
majority of employees have made efforts to improve
quality, integrate service processes, make efforts
aimed at reducing re-service costs due to disruption of
convenience, in order to satisfy customers.

5) The fifth hypothesis, which states that organizational
culture influences the performance of employees of
advanced manufacturing companies, is accepted.
Organizational culture directly influences employee
performance. Changes in employee performance levels
are influenced by the comfort felt by employees within
the company. This comfort is built on communication
patterns, values, norms, and personal relationships.
Organizational culture is an aggregation of these
elements.

6) The sixth hypothesis, which states that organizational
culture influences the application of TQM in advanced
manufacturing companies, is accepted. Organizational
culture directly influences the application of TQM. This
indicates that the majority of employees have made
efforts to improve quality, integrate service processes,
made efforts aimed at reducing re-service costs due to
disruption of convenience, in order to satisfy customers.

7) The seventh hypothesis, which states that the application
of TQM affects the performance of employees of
advanced manufacturing companies, is accepted.
The application of TQM can improve employee
performance. This shows that employees have a shared
vision and mission, a focus on customers, employee
empowerment, continuous improvement, implementing
data-based decision-making, and receiving training
and development programs. Employee performance
improves because assignments are done well.
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