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ABSTRACT 

This study aims to determine and analyze the Effect of Quality Costs on Work Productivity in Small and Medium 

Enterprises in Palembang (Impirical Study of SME Iron Railing Products in Palembang City). With a sample of 120 

SME respondents from the existing population, the sample was taken using purposive sampling. The data was 

gathered through questionnaire that has been tested for validity and reliability. Using the Multiple Regression model 

with statistical analysis of the SPSS version 22 application, the results showed that the effect of quality costs 

consisting of prevention costs, assessment costs, internal and external failure costs had a positive and significant effect 

on work productivity both partially and simultaneously. With the quality cost report, it can be concluded that it has 

implications for low external failure activities, in the form of handling complaints, warranties, and recalls. 
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1. INTRODUCTION 

The main objective of the business is none other 

than the achievement of optimal profit in every business 

operations. Profit refers as an increase in total 

sales/revenues and a decrease in operating costs and 

expenses. This is also shown in the gradual increase in 

market share, both in product lines and market areas. 

The same with Micro, Small and Medium Enterprises 

(MSMEs), starting with a micro scale and develops into 

small and sustainable medium-sized enterprises, and if 

managed effectively and efficiently they will become 

large businesses/companies. This will become real if it 

is carried out with professional management techniques 

and management in all fields of the company; such as 

marketing, finance, human resources and production. 

In this study the emphasis is on the financial sector, 

especially focusing on the quality cost system 

(Prevention; Quality training, Quality design, Reliability 

engineering, model testing, Assessment; Design review, 

Material inspection, Reliability testing, Machine 

inspection, Laboratory testing, Process acceptance. 

Failure internal; Waste materials, Repairs, Re-spelling, 

Production Jams, Machine breakdowns, Waste disposal 

and External failures; Warranty costs, Product 

replacement, Customer complaints, Product recalls, 

Product-related liabilities, Loss of Sales, Loss of market 

share) on work productivity. The study of the quality 

cost measurement system according to experts can only 

be done in large companies. The researcher assumes that 

empirically this measurement can also be carried out on 

MSMEs either jointly or alone. In principle, quality 

costs are costs incurred due to low quality, company 

doing things wrong or doing activities that are not 

needed directly to support company goals. 

Meanwhile, productivity is a concept that shows the 

existence of links between performance and time units 

used to produce a product from a workforce or 

employee. Productivity measurement is actually the 

relationship between output and input in a productive 

system with performance indicators such as; presence of 

service, Aesthetics, product appereanc, Serviceability, 
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ease of maintenance of the product, Features, that 

distinguish a product, Reliability of product 

opportunities in the long term, Length of time the 

product is used, Quality of conformity, conformity to 

design, Suitability in use, presence of product in 

function. The relationship between quality costs and 

productivity will be examined in a multiple regression 

model partially or simultaneously, after which it is 

calculated and reported in the quality cost report. 

2. LITERATURE REVIEW 

Quality cost according to JM. Juran (2016: 4) is 

costs that are "associated solely with defective products-

the costs of making, finding, repairing, or avoiding 

defects In Indonesian, quality costs can be interpreted as 

costs associated solely with products that are Defects 

are the costs of making, finding, repairing, or avoiding 

defective products. 

According to Blocher, Chen, Lin (2019: 220) which 

is translated by Sasty Ambariani are as follows: The 

costs associated with the prevention, identification, 

repair, and repair of low-quality products, and with the 

"opportunity cost" of lost production time and sales as a 

result of poor quality. 

According to Handoko.H (2018), productivity is the 

relationship between output and input in a productive 

system. The purpose of measuring productivity is 

consumer expectations for products and services, these 

expectations can be seen from the following indicators 

such as; Performance; presence of service, Aesthetics, 

beautiful appearance of the product, Serviceability, ease 

of maintenance of the product, Features, that distinguish 

a product, Reliability of product opportunities in the 

long term, Length of time the product is used, Quality of 

conformity, conformity to design, Suitability in use, 

presence of product in function Badrik et al (2017: 187). 

The company's quality costs need to be presented in 

the form of quality cost reports periodically, generally 

on a monthly basis. Presentation of quality cost reports 

based on quality cost classifications namely prevention 

costs, appraisal costs, internal failure costs, and external 

failure costs. Each component of the quality cost is 

added up to obtain the total cost. Furthermore, each 

component of the total quality cost is compared with 

sales using a common-size analysis. The quality cost 

structure is in accordance with the quality cost concept, 

that if prevention and appraisal activities in quality 

improvement are low, as indicated by relatively small 

prevention costs, which is only 1.5% of sales, it will 

have implications for high external failure activities, in 

the form of handling complaints, warranty, and recall. 

Quality cost reports should also be presented in the form 

of trends in order to know the development of quality 

costs over a certain period. 

3. RESEARCH METHOD 

Scalar variables and physical constants should be 

The population in this study is Small and Medium 

Enterprises in the Processing/Industrial Sector, 

especially the door and window trellis industry in the 

city of Palembang, South Sumatra, as many as those 

registered with the Cooperative Industry and Trade 

Office (2015-2021). By taking samples that can be 

represented as many as 120 respondents, which is 

indicated by medium-scale capital entrepreneurs. The 

sampling technique in this study used purposive 

sampling, which is part of non-probability sampling. 

Umar Sekaran (2019:130) 

 According to Sugiyon (2017:79), the formula 

to calculate the sample size from a known population is 

as follows: 

        λ2 . N .P. Q 

s = ---------------------------------------- 

     d2  (N-1) + λ2 . P . Q 
 

Notes: λ2 with dk = 1, error rate 1%, 5%, 10,%  

  P= Q = 0,5, d =0,05, s = Number of 

sample 

The data in this study were collected by means of 

surveys through interview techniques and questionnaires 

that have been tested for the validity of each 

questionnaire item and the reliability of each group of 

variables, as well as by means of observation. The data 

is analysis using multiple regression model through 

SPSS 22. 

4. RESULT AND ANALYSIS 

The t-test is a test to see the influence of each 

independent variable individually on the dependent 

variable. This test can be done by comparing t-count 

and t-table, if t-count > t-table (Ho is rejected or Ha is 

accepted) and the level of confidence used is 95% or a 

significant level of 5%. To measure the effect of the 

independent variable partially on the dependent 

variable, it can be seen from the analysis of the 

coefficients table in table 1. below: 
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Table 1.  Coefficientsa 

Model 

Unstandardized Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

 (Constant) 14.421 11.152  1.293 .199 

X1ByPence .508 .165 .259 3.075 .003 

X2ByPenil .333 .150 .187 2.219 .028 

X3ByKegai .400 .178 .190 2.254 .026 

X4ByKegaeks .343 .139 .208 2.470 .015 

a. Dependent Variable: YProd 

 

Prevention Costs variable has a p-value of 0.003 < 

0.05 (alpha 5%) which means it is significant, while t-

count 3.075 > 1.96 means that Ho is rejected and Ha is 

accepted indicating that Prevention Costs have a partial 

effect on Work Productivity. A positive t-count means 

that the effect is positive, that is, if the cost of 

prevention increases, work productivity also increases. 

The valuation cost variable has a p-value of 0.028 

<0.05, which is significant, while t-count is 2.219 > t-

table 1.96, this means that Ho is rejected. Therefore, Ha 

is accepted, meaning that the cost of the assessment has 

a partial effect on work productivity. A positive t-count 

value means that the effect is positive, that is, if the cost 

of the assessment increases, productivity will increase. 

The internal failure cost variable has a p-value of 

0.026 <0.05, which means it is significant, while the t-

count is 2.254 > t-table 1.96, this means that Ho is 

rejected. Ha is accepted, it means that the cost of 

internal prevention has a partial effect on work 

productivity. A positive t-count means that the effect is 

positive, that is, if the cost of internal prevention 

increases, productivity will also increase. 

The variable cost of assessment has a p-value of 

0.015 <0.05, which means it is significant, while the t-

count is 2.470 > t-table 1.96, indicating that Ho is 

rejected. Therefore, Ha is accepted, showing that the 

cost of external prevention has a partial effect on work 

productivity. A positive t-count indicates that the effect 

is positive, that is, if the cost of external prevention 

increases, productivity will increase. 

The F test is a test to see the influence of all 

independent variables together on the dependent 

variable. The F test can be done by comparing the F-

count with the F-table. If F-count > F-table (Ho is 

rejected, Ha is accepted) then the model is significant. 

To measure the effect of independent variables 

simultaneously/together on the dependent variable, it 

can be seen from the analysis of table 2. The following 

ANOVA: 

Table 2 ANOVAb 

Model Sum of 

Squares df 

Mean 

Square F Sig. 

 Regression 289.492 4 72.373 6.748 .000a 

Residual 1233.308 115 10.724   

Total 1522.800 119    

a. Predictors: (Constant), X4ByKegaeks, X2ByPenil, 

X1ByPence, X3ByKegai 

b. Dependent Variable: YProd 

 

From the results of the calculation in Table 2. It can 

be seen that F-count 6.748 > F-table 3.068 and P-value 

of 0.000 <0.05, which means that the independent 

variables simultaneously have an effect on dependent 

variable. It means variable; assessment costs (X1), 

assessment costs (X2), internal prevention costs (X3) 

and external prevention costs (X4) together have an 

effect on work productivity (Y). 

To measure the magnitude of the relationship 

between the independent variable and the dependent 

variable, coefficient of the determinant or the value of 

R2 can be used. The results of R2 is 0.690 or 69% 

which shows a strong relationship between the variables 

of prevention costs, assessment costs, internal failure 

costs and external failure costs on performance 

productivity as the R2 value is close to 100% or a value 

of 1 (above 50%). This also indicates that the variation 

in performance productivity can be explained by 

variations in prevention costs, appraisal costs, internal 

failure costs and external failure costs from the four 
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independent variables by 69%, while the remaining 31% 

is explained by other reasons outside the model. 

The quality cost structure in the quality cost report in 

this study shows that prevention costs are relatively 

small, namely 1.5% of the level of sales, the implication 

is the low activity of external failure, in the form of 

handling complaints, warranty, and recall of the 

marketed products. 

5. CONCLUSION 

1. Partially and simultaneously the costs of 

Prevention, Assessment Costs, Internal Failure 

Costs and External Failure Costs have a positive 

effect on work productivity in MSMEs in  

Palembang. 

2. Productivity can be explained by variations in 

quality costs (prevention costs, appraisal costs, 

internal failure costs, external failure costs) by 

69%. 

3. The quality cost structure is in accordance with the 

quality cost concept, that if prevention and 

appraisal activities in quality improvement are 

low, as indicated by relatively small prevention 

costs, which is only 1.5% of sales, it will have 

implications for low external failure activities, in 

the form of complaint handling, warranty, and 

recall 
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