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Abstract 

 
In strategy competition, innovation must be clear and precise in accordance with consumer demand and 

expectations. Limited organizational resources require organizations to manage innovation clearly. The 

company's efforts to change or increase product output, both from its processes and services, are interpreted 

as innovation. This study aims to examine the effect of total quality management on company performance with 

two approaches, additional innovation and radical innovation. The hypothesis was tested from data collected 

from 108 food and beverage SMEs registered at the Indonesian Food and Beverage Entrepreneurs Association 

- GAPMMI using convenience sampling data processed with AMOS. The results of the study show that 

additional innovation as a TQM mediator has an influence on company performance. In addition, testing shows 

that radical innovation has no effect on company performance. Therefore, additional innovation is the best 

way that SMEs can choose as a TQM approach to influence company performance. This research can 

contribute to small and medium enterprises in the selection of innovations in the practice of TQM. This will 

help entrepreneurs get better company performance 
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Abstrak 

Dalam kompetisi strategi, inovasi harus jelas dan tepat sesuai dengan permintaan dan harapan konsumen. 

Terbatasnya sumber daya organisasi menuntut organisasi mengelola inovasi dengan jelas. Upaya perusahaan 

untuk mengubah atau meningkatkan output produk, baik dari proses dan layanannya, ditafsirkan sebagai 

inovasi. Penelitian ini bertujuan untuk meneliti pengaruh manajemen kualitas total terhadap kinerja 

perusahaan dengan dua pendekatan, inovasi tambahan dan inovasi radikal. Hipotesis diuji dari data yang 

dikumpulkan dari 108 UKM makanan dan minuman yang terdaftar di Gabungan Pengusaha Makanan dan 

Minuman Indonesia – GAPMMI dengan menggunakan convenience sampling data diolah dengan AMOS. 

Hasil penelitian menunjukkan bahwa inovasi tambahan sebagai mediator TQM, memiliki pengaruh terhadap 

kinerja perusahaan. Selain itu, pengujian menunjukkan bahwa inovasi radikal tidak berpengaruh pada kinerja 

perusahaan. Oleh karena itu, inovasi tambahan adalah cara terbaik yang dapat dipilih oleh UKM sebagai 

pendekatan TQM untuk mempengaruhi kinerja perusahaan. Penelitian ini dapat berkontribusi untuk usaha 

kecil dan menengah dalam pemilihan inovasi dalam praktik TQM. Hal ini akan membantu pengusaha 

mendapatkan kinerja perusahaan yang lebih baik 

 

Kata kunci: manajemen kualitas total; inovasi tambahan; inovasi radikal; kinerja perusahaan; UKM 
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1. INTRODUCTION  

 

In this era of competition, Total Quality 

Management is one of the most influential 

forces for business continuity. [1], [2] have 

proved empirically that TQM improves 

company performance. Quality management is 

not only influential on large scale companies 

but also very influential on SMEs. In a 

previous study on TQM, it was concluded that 

TQM had a positive impact on company 

performance. If TQM is splendid, the 

company's performance will boost  [3], [4], [5], 

[6], [7], [8], [9], [10], [11]. In addition to Total 

Quality Management, there is another factor 

that influences, that is innovation. As stated in 

[12], [13], to be able to shine in competition, 

innovation is important where many 

companies benefit from innovations made 

within a certain timeframe, but one should note 

that an organization's business will not succeed 

with its innovation if the product is produced 

not meeting consumer demand standards.   

 

In the competition of strategy, innovation must 

be clear and precise according to consumer 

demand and expectation [14]. Total Quality 

Management faces the option of radically or 

incrementally innovating, especially in the 

SMEs sector with usually limited resources. 

Previous research does not detailed separated 

performance of incremental innovation and 

radical innovation. Incremental innovation is 

often interpreted only as a consequence of 

TQM. Therefore, the lack of clarity of the 

innovation needed to make significant changes 

especially in TQM which is said to have a 

positive effect on organizational performance 

[15].  

 

Many previous researchers [16], [14], 

concluded that the relationship between TQM 

and competitive advantage in business 

organizations, mediated by innovation, for 

future researchers, is an important problem. 

The results of the study [17], [12], concluded 

that there was a new archetype for international 

competitiveness, which was dynamic and 

based on innovation 

 In business organizations, it results from a 

competitive advantage derived from the 

capacity of innovation and total quality 

management itself. This article is intended to 

help SMEs scale business organizations to 

improve organizational performance so they 

can compete and achieve success by improving 

TQM through innovation with appropriate 

types and forms.  

  

SMEs is very influential for the economic 

development of a region and even the nation, 

many factors determine the SMEs in developed 

or developing countries, and according to [18], 

[19], advanced SMEs is determined by a 

number of factors and criteria, such as location, 

size, age, structure, organization, number of 

employees, sales volume, asset value, 

ownership through innovation and technology. 

In 2019, in Indonesia there was a decline in 

food and beverage performance in small and 

medium industries, caused by many factors. 

Among other things, exchange rate 

fluctuations that affect the price of raw 

materials. This does not apply to large scale 

companies because they use previous price 

agreements [20]. Business competition, which 

becomes more competitive requires companies 

to implement the right business strategy in the 

business environment, is indicated by a 

continuous process of innovation and the high 

rate of changes in consumer taste [21]. SMEs 

also have to have a good Firm Performance, 

according to [22] in today's sharp business 

competition, companies are constantly looking 

for strategies to improve company 

performance and gain competitive advantage. 

In this case seen there are some relationship 

between TQM and Firm performance where 

there are two approaches TQM that is, 

incremental innovation and radical innovation. 

Next is an explanation of the relationship of 

each variable to ensure the reliability and 

validity of the relationship between TQM, 

incremental innovation, radical innovation, 

and firm performance.  

TQM and Incremental Innovation. Renewing 

or improving TQM in various SMEs business 

sectors can create innovations incrementally 

https://creativecommons.org/licenses/by/4.0/
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meaning that innovation will emerge or be 

introduced gradually. Experimental research 

conducted by [23] shows that TQM has a 

significant and positive impact on innovation 

performance. Innovations in high-tech 

companies are often faster and the content of 

innovation performance in this study includes 

the performance of radical innovations.  

 

H1: Total Quality Management has an 

influence on the Incremental Innovation  

 

TQM and Radical Innovation. TQM can affect 

the quality of service which resulted in 

customer satisfaction in itself. By Approaching 

radical innovations, there will likely influence 

the improvement of the efficiency and 

effectiveness of the organization, thereby 

improving the quality of performance and 

improving the organization's level of 

competitiveness. Studies conducted by [24] 

and [25] in Japanese manufacturing companies 

indicate that TQM has a positive influence on 

radical innovation approach hence 

increasingly reinforce the hypothesis 

proposed.   

 

H2: Total Quality Management has an 

influence on Radical Innovation  

  

Incremental Innovation and Firm Performance  

Incremental innovation approach has a 

considerable role both to firm performance. 

Apabila uses an incremental innovation 

approach, then firm performance has plenty of 

time to adjust to changes in innovation in 

SMEs activities. [26] argue that effective 

product design will reduce costs by eliminating 

non value-added parts, making product 

creation easier, and this can be used in the 

SMEs sector.  

 

H3: Incremental Innovation has an influence 

on Firm Performance   

 

Radical Innovation and Firm Performance. 

More radical approach to innovation and 

change takes a short time innovation massive 

that is very influential on firm performance. If 

unpreparedness will occur, this innovation will 

make the company's performance worse which 

can lead to poor service to consumerism. 

Conversely, if the innovation is done 

optimally, it will produce good corporate 

performance. Provide a strong background 

where more radical innovations can be 

successfully implemented [27]. 

  

H4: Radical Innovation has an influence on 

Firm Performance  

 

 

Figure 1 Conceptual Framework 

2. METHODOLOGY 

 

This research focuses on the small and medium 

scale food and beverage industry registered 

with the Indonesian Food and Beverage 

Entrepreneurs Association - GAPMMI. Based 

on the directory members of GAPPMI, 

GAPPMI members number 410 companies 

spread throughout Indonesia. Samples are 

taken based on the classification of small and 

medium-sized companies and are located in 

Jabodetabek. Data was taken by convenience 

sampling, the questionnaire was distributed to 

130 companies, but there were 108 eligible 

samples. 

The questionnaire was distributed in several 

ways, there were several companies visited 

directly, but there were several companies who 

wanted to fill out questionnaires through 

google form. 

 

3. RESULTS AND DISCUSSION 
 

Data is focused on small and medium 

enterprises with CEO positions percentage of 

34,25% (37 respondents), with manager 
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position 31,48% (34 respondents), and the 

other answer is 36.111% (39 respondents). 

Type of business in the field of fashion 

amounted to 28.703% (31 respondents), food 

and beverage business of 35.185% (38 

respondents), and the other answered 36.111% 

(39 respondents). Operating time, less than one 

year equal to 47.22% (51 respondents), who 

answered 2-3 years 28,703% (31 respondents), 

and who answered 3 years more by 24.074% 

(26 respondents). This data proves that the 

general background of different respondents in 

order to clarify that the data does not have any 

degree of doubt on this research. This data 

sample is taken from 108 different SMEs and 

processed through AMOS.  

Validity and Reliability. Variable 

measurements have been measured by 

previous measurements. Firm Performance 

and TQM scales are taken from [28] literature. 

Radical Innovation and Incremental  

Innovation is derived from [29] and [30]. 

Measuring scale 1-5, with 1 means strongly 

disagree and 5 means strongly agree. Test 

validity and reliability to improve academic 

clarity and entrepreneurship.  
 

Table 1. Reliability Test 

 

With Cronbach’s Alpha results all> 0.6 then all 

indicators from 1 – 15 are reliable (consistent).  
 

Table 2. Validity Test 

Variable Item r 

TQM  Product Design cross-

functional   

0745  

quality management 

process  

0818  

Empowerment of quality  0844  

Employee training  0830  

Variable Item r 

II  engine modification 

gradually  

0838  

modification gradual 

process  

0837  

modification of information 

technology gradually  

0860  

RI  engine modifications 

radical  

0882  

modified radical process  0867  

modification of information 

technology radically  

0847  

FP  quality information  0791  

Performance Design  0807  

process quality  0859  

product quality  0791  

customer Satisfaction  0745  

 

With all sig 0 and r> 0.05, are entirely valid 

(measure what you want measured). Thus, no 

indicator is dropped (omitted). The result is the 

result of reliability testing using SPSS with N 

of Cases 108 and N of its items 15. 
Here is the result of data processing that has 

been done using AMOS software. In the SEM 

model, the Goodness of fit model can use many 

approaches.  

 
Table 3. Goodness of Fit 

Variable  Items  Cronbach’s 

Alpha   

Total quality 

management  

4  0.8251  

Firm performance  5  0.8579  

Incremental performance  3  0.8260  

Radical performance  3  08292  

Goodness 

of fit index   

Results   

Calculatio

n   

Criteria   

(cut-off 

value)   

Conclusio

n   

X² (Chi-

square)   
197.964  

Expecte

d Small   

Not 

goodness 

of fit   

Significanc

e 

probability   

0.000  ≥0.05   

Not 

goodness 

of fit   

RMSEA   0109  ≤ 0.10   

Not 

goodness 

of fit   

NFI   0782  ≥ 0.90   
Marginal 

fit   

RFI   0.696  ≥ 0.90   
Marginal 

fit   

TLI   0.802   ≥ 0.90   
Marginal 

fit   

CFI   0.858  ≥ 0.90   
Marginal 

fit   
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From the results of the above table, it can be 

concluded that with various approaches used to 

produce conclusions of the resulting model is 

not goodness of fit but marginal fit.  

 
Table 4. Hypothesis Testing 

 

Hypothesis 

Path 

coefficient p-value 

Decision 

  

β  SE 

H1:TQM 

→ II 

TQM has a 

positive 

influence 

on the II 

0.820 

* 
0148 0000 Accepted 

H2: 

TQM → 

RI 

TQM have 

positive 

influence 

on the RI 

0.589 

* 
0152 0.000 Accepted 

H3 : II 

→ FP 

II had a 

positive 

influence 

on FP 

0.490 

* 
0.106 0.000 Accepted 

H4 : RI 

→ FP 

RI has a 

positive 

influence 

on FP 

0, 

137 * 
0.081 0.093 Rejected 

 

Hypothesis test shows that H1, H2, H3 has p 

value <0.05. this indicates that the hypothesis 

is accepted, meaning that there is an influence 

between TQM and Incremental Innovation in 

this study and proved true. Then there is the 

influence of TQM and Radical Innovation, and 

shows that Incremental Innovation has a 

relationship with Firm Performance. However, 

Radical Innovation has no effect on Firm 

Performance. H4 is rejected because it has a 

value of 0.093> 0.05. Thus, a suitable process 

of innovation to apply to SMEs is 

Infrastructure approach a gradual incremental 

Innovation.  

 

With these data, it can be concluded that 

Incremental Innovation is a partial mediator 

between TQM and Firm Performance. So, 

Incremental Innovation becomes a better 

decision approach than Radical Innovation, 

according to the results of calculations that 

have been done 

4. CONCLUSION  

 

This study was conducted through the 

collection of primary data taken from various 

sectors of SMEs with the aim to know the 

relationship between TQM, Incremental 

Innovation, Radical Innovation, and Firm 

Performance. The research provides a new 

insight into the impact of TQM on Firm 

Performance through the process of 

Incremental Innovation or Radical Innovation. 

in addition, to find out what is the most 

appropriate way to determine what kind of 

innovation will affect Firm Performance. The 

TQM approach can be taken by SMEs 

entrepreneurs and managers to make Firm 

Performance higher in the operating process of 

the business itself. This study gives a wish to 

contribute to theoretical development in 

several ways. As reported in the literature 

review section, empirical evidence supports 

the relationship between TQM and FP.  

  

The proposed research model allows 

researchers to examine the impact of TQM as 

a complete body, including on two types of 

innovation performance as a competitive 

advantage. The proposed research model also 

allows researchers to examine the role of 

mediation from two types of innovation 

performance. The role of incremental 

innovation performance mediation will help to 

explain the importance of incremental 

innovation performance (emphasized by 

TQM) on competitive advantage.  

 

Technology can improve the competitiveness 

of companies but the limitations of technology 

in SMEs become a certain challenge for the 

company [31]. Compared to large 

organizations, SMEs have a flat organizational 

structure with a lack of bureaucracy and this 

has a positive impact on flexibility, 

adaptability and speed in responding to 

changing TQM environments [32] and 

building a supportive culture [4]. In addition, 
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the relationship between quality management 

practices, entrepreneurial strategies and 

performance can change and evolve over time, 

especially when regulation is a dynamic that 

involves a broad set of behavioral, 

organizational and environmental factors that 

may all affect relationships [33].  

The results of this study conclude that 

Incremental Innovation is suitable for SMEs 

development process in various sectors. This is 

in accordance with the results of the data above 

which shows incremental innovation has a 

value of p <0.05. Compared to radical 

innovations that have a value of p> 0.05. So it 

can be concluded that the selection of a suitable 

innovation process for the SMEs sector is 

Incremental Innovation.  

 

Although the contribution is important, the 

results of this study should also be seen in the 

limitations of the studies. The focus of this 

research is based only on samples from SMEs. 

This research study can be expanded by using 

other samples as respondents, such as the larger 

industrial sector of the business form. It is clear 

that this work can be done on a larger scale in 

the future to generalize to a wider population in 

terms of increasing the number of case studies, 

sectors and also extending reach to various 

countries. For the next research  
Suggestions for further research are found in the 

article [28], which discusses in more detail the 

object of innovation which is divided into two, 

namely products and processes. Subsequently,  the 

future research can compare which objects of 

innovation should be selected, between 

Product Innovation or Process Innovation, so 

that it can give effect to Firm Performance 

better or improve.   
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