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This study examines the influence of Total 
Quality Management (TQM) and innovation on 
operational performance in SMEs in the fish 
processing industry in Cilacap. The population 
in this study consists of business actors from 
SMEs in the fish processing industry in Cilacap, 
involving 40 respondents selected using 
purposive sampling. This study employs 
multiple linear regression analysis using SPSS 
version 30. The results indicated that 
management leadership, employee 
empowerment, continuous improvement, and 
strategic planning and development have a 
positive and significant relationship with 
operational performance. Meanwhile, customer 
focus and innovation were not found to have a 
significant influence on operational performance 
in the fish processing industry SMEs in Cilacap. 
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INTRODUCTION 
Indonesia, as the largest archipelago in the world, has enormous 

potential for marine and fisheries resources. One of the strategic subsectors in 
this sector is the fishery product processing industry, which not only provides 
added value to products, but also plays an important role in expanding 
markets, extending shelf life, and improving the distribution of seafood. Among 
the various industry players, Small and Medium Enterprises (SMEs) play a 
significant role, especially in the local context and empowerment of coastal 
communities. While large industries excel in terms of technology and capacity, 
SMEs have large numbers and socio-economic proximity to local communities. 
Fish processing SMEs are scattered in various coastal areas, including in 
Cilacap Regency. Processed products such as fish crackers, smoked fish, fish 
nuggets, and fish sauce and shredded fish are an important part of the 
community's economic activity. However, SMEs in this sector still face various 
challenges such as technological limitations, low managerial quality, and lack of 
innovation, hindering their competitiveness and business sustainability. 

In the face of increasingly competitive market dynamics, the 
implementation of the right managerial approach has become an urgent 
necessity. One relevant approach is Total Quality Management (TQM), which 
emphasizes comprehensive and continuous quality improvement by involving 
all elements of the organization. TQM is seen as an approach to optimizing 
quality using multiple dimensions and has been widely applied by many 
companies with the aim of improving performance in terms of quality, 
productivity, and profitability (Zaki et al., 2024). TQM has a philosophy that 
seeks behavioral change at all levels of the organization, with a focus on 
customer satisfaction, emphasizing the importance of involving all elements of 
the organization in continuous process improvement to focus on customer 
satisfaction (Saril, 2019). The rationale for the need for TQM in a company is 
how a company can compete and excel to produce the best quality. To achieve 
the best quality, continuous efforts are required from human capabilities, 
processes, and the environment. Implementing TQM is the best way to improve 
these components into an integrated system that builds on each other (Tjiptono 
& Diana, 2003).  The implementation of TQM in the fish processing industry 
SMEs in Cilacap is expected to help improve operational efficiency, reduce 
waste, enhance product quality, and create relevant innovations to meet market 
needs with a focus on achieving customer satisfaction. 

Operational performance is a company's ability to carry out its 
operations. Performance measurement is a benchmark for company 
management to determine company policy. Whether a company's performance 
is good or not can be seen by measuring existing aspects, both from a financial 
and non-financial perspective (Ridwan & Apriliani, 2021). Operational 
performance, according to (Handoko, 2010) refers to the implementation of 
managerial activities involved in the selection, design, updating, operation, and 
supervision of production systems. As TQM increases, it will have a positive 
impact on operational performance, as the elements of TQM have been proven 
to enhance operational performance. If all elements of TQM are implemented 
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harmoniously, the company's profit objectives will be achieved, indicating that 
the company's operational performance is functioning effectively (Tjiptono & 
Diana, 2003). 

Innovation is the result of various activities such as research and 
development, process development, design, marketing, organizational 
restructuring, resource management, and employee development (Hoang et al., 
2006). Innovation can have a significant impact on organizational performance 
by enabling a better position in the market, which in turn will enhance 
competitive advantage and superior performance. In today's increasingly 
competitive environment, businesses, especially SMEs, must be able to adapt to 
rapidly changing market demands. However, with changes in the market, it is 
expected that competitive conditions will also change, and quality is one of the 
qualifying criteria, along with flexibility and innovation, which are considered 
the cornerstones of a company's success (Antunes et al., 2017).  

This study was conducted to identify the relationship between TQM 
practices and innovation on operational performance. This study applied TQM 
variables such as management leadership, employee empowerment, customer 
focus, continuous improvement, and strategic planning and development. 
Several studies have found that TQM impacts operational performance. For 
example, research by (Arisgi Wiyono et al., 2023) found a significant 
relationship between TQM and operational performance. Research conducted 
by (Anifowose & Ghasemi, 2022) found that TQM has a significant and positive 
influence on operational performance. Based on the description above, this 
study will be conducted to determine the effect of TQM and innovation on 
operational performance in the fish processing industry SMEs in Cilacap. 

 
LITERATURE REVIEW 
Total Quality Management (TQM) and Operational Performance 

Operational performance is a company's ability to carry out its 
operations. Performance measurement is a benchmark for company 
management to determine company policy. Whether a company's performance 
is good or not can be seen by measuring existing aspects, both from a financial 
and non-financial perspective (Ridwan & Apriliani, 2021). TQM is also widely 
recognized as a key factor in improving operational performance, namely 
effectiveness and efficiency in production and service activities. The dimensions 
of TQM contribute to improving product quality, reducing costs, increasing 
timeliness, and production flexibility. Research by (Zaidi & Ahmad, 2020) on 
manufacturing companies in Malaysia found that all dimensions of TQM 
positively and significantly influence operational performance. Similarly, 
(Wangui, 2018) demonstrated that top management commitment and customer 
focus have a significant impact on operational efficiency. 
H1: Management leadership has a significant effect on operational performance. 
H2: Employee empowerment has a significant effect on operational 
performance. 
H3: Customer focus has a significant effect on operational performance. 
H4: Continuous improvement has a significant effect on operational 
performance. 
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H5: Strategic planning and development has a significant effect on operational 
performance. 

 
Innovation and Operational Performance  

Innovation is believed to be the main driver of operational performance 
improvement. The application of innovation, both in terms of products and 
processes, enables companies to improve quality, efficiency, and responsiveness 
to market changes. According to (Hoang et al., 2006) state that innovation can 
strengthen market position and increase competitive advantage. Then, (Prajogo 
& Sohal, 2003) emphasize that innovation is the result of the effective 
implementation of TQM, which in turn contributes to operational performance. 
Research by (Anifowose & Ghasemi, 2022) shows that innovation speed has a 
significant effect on operational performance. 
H6: Innovation has a significant effect on operational performance. 

 
Figure 1. Conceptual Framework 

 
METHODOLOGY 

The population in this study was small and medium-sized enterprises 
(SMEs) in the fish processing industry registered with the Cilacap Regency 
Manpower and Industry Office (DISNAKERIN). Based on data obtained from 
DISNAKERIN, the total number of SMEs in the fish processing industry in 
Cilacap Regency is 60 business units, and in this study, the author used 40 
SMEs samples. In this study, the author adopted five main dimensions of TQM 
based on research conducted by (Anifowose & Ghasemi, 2022; Antunes et al., 
2021; Zaidi & Ahmad, 2020), which consist of: Management Leadership, 
Employee Empowerment, Customer Focus, Continuous Improvement, and 
Strategic Planning and Development. The author then used innovation as 
independent variable with other TQM dimensions and operational performance 
as dependent variable. The research questionnaire consisted of 30 items, 
including 21 items related to TQM variables, 4 items related to innovation 
variables, and 5 items related to operational performance variables. The 
measurement scale used in this study was the Likert scale, which employs five 
levels of indicators to measure respondents' answers. The analysis was 
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conducted using SPSS 30, including classical assumption tests, multiple linear 
regression tests, t-tests, F-tests, and mediation analysis. 

 
RESEARCH RESULT 
Respondent Profile 

The data obtained in this study came from questionnaires distributed to 
respondents, namely SME actors in the fish processing industry in Cilacap. The 
following table shows the characteristics of the respondents, including their 
gender, age, position/job title, highest level of education, and length of service 
at the SME that was the subject of the study. 

 
Table 1. Respondent Profile 

Characteristics Frequency Percentage 
(%) 

Gender of respondents 
 

 
Male 
Female 
Age range of respondents 
21-30 years 
31-40 years 
41-50 years 
>50 years 
Position of respondents 
Business Owner 
Staff 
Respondent’s highest 
education 
TK 
SD 
SMP 
SMA 
Diploma (D1/D2/D3) 
Sarjana (S1/S2/S3) 
Period of employment 
<2 years 
2-5 years 
>5 years 

15 
25 
 
4 
13 
14 
9 
 

34 
6 
 
 
0 
3 
2 
21 
2 
12 
 
1 
8 
31 

37,5% 
62,5% 

 
10% 

32,5% 
35% 

22,5% 
 

85% 
15% 

 
 

0% 
7,5% 
5% 

52,5% 
5% 
30% 

 
2,5% 
20% 

77,5% 
 

Total 40 100% 
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Instrument Test Results 
Validity Test 

Table 2. Validity Test Results 
Variable Item rCount rTable Description 

Management 
Leadership (ML)  

ML1 
ML2 
ML3 
ML4 
ML5 

0.575 
0.796 
0.657 
0.691 
0.629 

0.312 
0.312 
0.312 
0.312 
0.312 

Valid 
Valid 
Valid 
Valid 
Valid 

Employee 
Empowerment 
(EE) 

EE1 
EE2 
EE3 
EE4 
EE5 

0.568 
0.579 
0.571 
0.715 
0.681 

0.312 
0.312 
0.312 
0.312 
0.312 

Valid 
Valid 
Valid 
Valid 
Valid 

Customer Focus 
(CF) 

CF1 
CF2 
CF3 
CF4 

0.689 
0.731 
0.625 
0.700 

0.312 
0.312 
0.312 
0.312 

Valid 
Valid 
Valid 
Valid 

Continuous 
Improvement 
(CI) 

CI1 
CI2 
CI3 
CI4 

0.707 
0.723 
0.778 
0.745 

0.312 
0.312 
0.312 
0.312 

Valid 
Valid 
Valid 
Valid 

Strategic 
Planning and 
Development 
(SPD) 

SPD1 
SPD2 
SPD3 

0.767 
0.842 
0.767 

0.312 
0.312 
0.312 

Valid 
Valid 
Valid 

Inovasi (I) I1 
I2 
I3 
I4 

0.642 
0.761 
0.769 
0.662 

0.312 
0.312 
0.312 
0.312 

Valid 
Valid 
Valid 
Valid 

Operating 
Performance 
(KO) 

 

KO1 
KO2 
KO3 
KO4 
KO5 

0.475 
0.602 
0.821 
0.838 
0.555 

0.312 
0.312 
0.312 
0.312 
0.312 

Valid 
Valid 
Valid 
Valid 
Valid 

 
Based on the validity test results in the table above, it shows that all 

statement items obtained a rhitung value greater than rtabel. This indicates that 
all statement items in the research variable can be declared valid. Thus, all 
statements in the questionnaire can be used for research. 
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Realibility Test 
Table 3. Reliability Test Results 

Variable Cronbach’s 
Alpha 

Tingkat Sig. Description 

Management 
Leadership 

0,693 >0,60 Reliable 

Employee 
Empowerment 

0,607 >0,60 Reliable 

Customer Focus 0,623 >0,60 Reliable 
Continuous 
Improvement 

0,714 >0,60 Reliable 

Strategic 
Planning and 
Development 

0,704 >0,60 Reliable 

Innovation 0,781 >0,60 Reliable 

Operational 
Performance 

0,695 >0,60 Reliable 

 
Based on the reliability test results in the table above, it can be seen that 

the Cronbach's alpha value for all variables is greater than the significance level 
(0.60). Thus, all variable statement items in this study are declared reliable and 
can be used in research. 
 
Classical Assumption Test Results 
Normality Test 

Table 4. One-Sample Kolmogorov-Smirnov Test Results 

 Unstandardized 
Residual 

N 40 

Normal Parameters Mean ,0000000 

Std. Deviation 1,25118282 

Most Extreme Differences Absolute ,126 

Positive ,126 

Negative -,072 

Test Statistic ,126 

Asymp. Sig. (2-tailed) ,108 

 
The normality test showed a significance value of 0,108 in normality 

tests, meaning that the data was normally distributed and therefore suitable for 
use in the study. 
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Multicollinearity Test 
Table 5. Multicollinearity Test Results 

Model Collinearity Statistics 

Tolerance VIF 

1 (Constant)   
Management 
Leadership 

,837 1,194 

Employee 
Empowerment 

,954 1,048 

Customer Focus ,807 1,239 
Continuous 
Improvement 

,586 1,705 

 Strategic 
Planning and 
Development 

,755 1,324 

 Inovasi ,576 1,736 

Dependent Variable: Kinerja Operasional 

 
The results of the multicollinearity test show that the VIF value is less 

than 10 and the tolerance value is more than 0.10, which can be concluded that 
there are no symptoms of multicollinearity. 
 
Heteroscedasticity Test 

Table 6. Heteroscedasticity Test Results 

 
 
Based on the scatterplot results, the residual points are randomly 

distributed and do not form a specific pattern. The points are evenly distributed 
above and below the zero line and do not show a systematic pattern. This 
means that there are no signs of heteroscedasticity in the regression model. 
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Data Analysis Results 
Multiple Linear Regression Analysis 

Table 7. Multiple Linear Regression Analysis Results 
Coefficients 

Model Unstandarized 
Coefficients 

Standarized 
Coefficients 

t Sig. 

B Std. 
Error 

Beta 

1 (Constant) 34,323 8,305  4,133 <,001 
Management 
Leadership 

,370 ,149 ,313 2,492 ,018 

Employee 
Empowerment 

,563 ,152 ,436 3,702 <,001 

Customer 
Focus 

,265 ,182 ,186 1,453 ,156 

Continuous 
Improvement 

,525 ,178 ,443 2,948 ,006 

Strategic 
Planning and 
Development 

,563 ,220 ,338 2,554 ,015 

Inovasi ,384 ,215 ,271 1,786 ,083 

Dependent Variable: Kinerja Operasional 

 
The regression equation can be formulated as follows: 

Y = 34,323 + 0,370X1 + 0,563X2 + 0,265X3 + 0,525X4 + 0,563X5 + 0,384 + ε….. 
 
DISCUSSION 
H1:  The Influence of Management Leadership on Operational Performance 

The results of the t-test (partial) above indicate that the significance level 
of the management leadership variable on the operational performance variable 
is 0.003 (<0.05). Based on the above calculations, it can be concluded that there 
is a positive influence of management leadership (X1) on the operational 
performance variable (Y2). The results of this study are also supported by the 
same results from a study conducted by (Wangui, 2018), which shows that 
management leadership has a significant positive effect on operational 
performance. Furthermore, the results of the study conducted by (Zaidi & 
Ahmad, 2020) indicate that the management leadership approach has a positive 
effect on operational performance. This study shows that management 
leadership is an important element for SMEs in the fish processing industry in 
Cilacap in managing their operations. Top management in SMEs directly 
participates and has a vision for quality improvement, which positively 
influences operational performance. The resources provided by top 
management are also adequate for improving the quality of products produced 
by SMEs in the fish processing industry in Cilacap. 
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H2: The Influence of Employee Empowerment on Operational Performance 
The results of the t-test (partial) above show that the significance level of 

the employee empowerment variable on the operational performance variable 
is 0.002 (<0.05). Based on the above calculations, it can be concluded that there 
is a positive influence of employee empowerment (X2) on the operational 
performance variable (Y2). These findings are consistent with the results of a 
study conducted by (Wangui, 2018), which found that employee empowerment 
has a significant positive effect on operational performance. These results 
indicate that the management of fish processing SMEs in Cilacap effectively 
empowers their employees. In problem-solving, the leadership/top 
management of SMEs implement a team-based problem-solving system. SMEs 
in the fish processing industry in Cilacap are also open to receiving suggestions 
from employees regarding product quality. Effective employee empowerment 
motivates employees to improve their performance. 
 
H3: The Influence of Customer Focus on Operational Performance 

The partial t-test result for the customer focus variable on operational 
performance is 0.156 (>0.05). Based on the calculation above, it can be 
concluded that there is no positive effect of customer focus on operational 
performance variables. This result is similar to the research conducted by 
(Hibau et al., 2019) which found that the customer focus variable in the TQM 
dimension does not have a significant and positive effect on operational 
performance. These results indicate that customer focus has not yet become a 
primary concern in the operational management of SMEs. Many small and 
medium-sized businesses still prioritize production aspects or cost efficiency 
over a deep understanding of customer needs and expectations. This may also 
occur due to the lack of a customer feedback recording system, limited human 
resources, or a narrow market orientation. Additionally, since most SMEs are 
still traditional and relationship-based (not digital), customer feedback is rarely 
managed systematically, so its impact on operational performance is not clearly 
evident in the collected data. 
 
H4: The Influence of Continuous Improvement on Operational Performance 

The results of the t-test (partial) above show that the significance level of 
the continuous improvement variable on the operational performance variable 
is 0.029 (<0.05). Based on the above calculations, it can be concluded that there 
is a positive influence of customer focus (X4) on the operational performance 
variable (Y2). These results are consistent with the research conducted by (Zehir 
& Zehir, 2023), which found that continuous improvement has a significant and 
positive effect on operational performance. The study by (Zehir & Zehir, 2023) 
states that the implementation of TQM focuses on improving employee quality 
not only to meet customer expectations but also to encourage continuous 
improvement. These results indicate that sustainability is an important element 
that is considered by SME actors in the fish processing industry in Cilacap. 
Employees in these SMEs also believe that continuous improvement is their 
responsibility, so they ensure that sustainability continues to run smoothly. The 
implementation of quality-related programs also reduces waste, promotes 
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better resource utilization, and ensures that all activities are carried out as 
effectively as possible to support these sustainable efforts. 
 
H5: The Influence of Strategic Planning and Development on Operational 
Performance 

The results of the t-test (partial) above show that the significance level of 
the strategic planning and development variable on the operational 
performance variable is 0.044 (<0.05). Based on the above calculations, it can be 
concluded that there is a positive influence of strategic planning and 
development (X5) on the operational performance variable (Y2). As in previous 
research by (Zaidi & Ahmad, 2020), the results show that strategic planning and 
development have a significant and positive effect on operational performance. 
These results indicate that small and medium-sized enterprises (SMEs) in the 
fish processing industry in Cilacap pay attention to their strategic planning and 
development, particularly in terms of its impact on operational performance. 
They focus on how to continuously improve their planning by conducting 
studies and planning for improvements to all products and processes. The 
leadership/top management of SMEs also frequently participate in training and 
supervision related to product quality. 
 
H6: The Influence of Innovation on Operational Performance 

The partial t-test result for the innovation variable on operational 
performance was 0.083 (>0.05). Based on the calculation above, it can be 
concluded that innovation has no positive effect on operational performance. 
This result aligns with research conducted by (Hilmiand & Mahfudz, 2022) 
which also examined fish processing SMEs in Semarang, which found that 
innovation had no significant effect on company performance. 
This indicates that most fish processing SMEs in Cilacap tend not to prioritize 
innovation. Innovation by fish processing SMEs in Cilacap has not had a 
significant impact on operational performance. The significant impact on 
operational performance is largely determined by the implementation of TQM. 
Innovation by fish processing SMEs in Cilacap remains reactive, responding to 
market and consumer demand. 
 
CONCLUSIONS AND RECOMMENDATIONS 

Based on the results of data analysis and hypothesis testing conducted in 
this study, several important conclusions can be drawn regarding the influence of 
Total Quality Management (TQM) and innovation on operational performance in 
fish processing SMEs in Cilacap. First, management leadership, employee 
empowerment, continuous improvement, and strategic planning and 
development were found to have a positive and significant effect on operational 
performance. Second, customer focus and innovation did not show a significant 
effect on operational performance. Finally, the study also revealed that 
innovation does not function as a mediating variable in the relationship between 
TQM and operational performance. 

These findings highlight the crucial role of managerial leadership, 
employee involvement, continuous improvement, and well-structured strategic 
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planning in improving operational performance. On the other hand, customer 
focus and innovation alone are not sufficient to drive operational improvements 
in the context of SMEs in the fish processing industry in Cilacap. From a practical 
perspective, SME managers are advised to strengthen leadership practices, 
empower employees, continuously evaluate and refine operational processes, 
and design structured strategic development plans. These actions are expected to 
enhance efficiency, product quality, and overall operational performance. 
 
ADVANCED RESEARCH 

Based on the research conducted, several limitations were identified. 
This study has several limitations that need to be considered. First, the number 
of respondents was limited to only 40 SMEs in the fish processing industry in 
Cilacap, so the results cannot be broadly generalized to all SME sectors. Second, 
this study only used a quantitative approach through questionnaires, so it did 
not explore more in-depth information from a qualitative perspective such as 
interviews or case studies. Third, the variables studied only covered the 
dimensions of Total Quality Management, operational performance, and 
innovation, so other factors such as market conditions, government support, or 
external economic factors were not analyzed. Therefore, further research is 
recommended to expand the sample size, use mixed methods, and add other 
variables to provide a more comprehensive picture of the influence of TQM on 
SME performance. 
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