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Abstract. This study aimed to examine confirmatory factor analysis of integrated
quality management, innovation capability, organizational culture, social capital,
and sustainable performance of village-owned enterprises in Klaten Regency, Cen-
tral Java. The population in this study were the directors of Village Owned Enter-
prises (BUMDes) in Klaten Regency, amounting to 354 BUMDes with a sample of
190 BUM Des directors. The data analysis used in this research is Confirmatory
Factor Analysis. The results of the study indicate that the indicators of human
resources are dominant in shaping quality management. Structuring of dominant
organizational ideas forming innovation capability. Kconsistencydominant shaper
of the corporate culture. Information disclosure is the dominant form of social
capital. Economic sustainability is the chief shaper of sustainable performance.
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1 Introduction

The village is one of the minor units that have direct contact with the community. To date,
there are more than 32 thousand villages out of a total of 74,093, including the category
of underdeveloped villages [1]. By passing Law Number 6 of 2014 Concerning Villages,
the central government made significant strides in the framework of policy for village
development and management. 2014 Law No. 6 Concerning Villages. As a result, the
concept of creating village-owned businesses (BUMDes) was implemented as a way to
implement local economic drivers. [2] explains that the existence of sustainable BUMDes
is needed to mobilize village potential and can help in poverty alleviation efforts. [3]
argues that BUMDes that have sustainable performance assessed by the community have
an impact on increasing income and providing job opportunities. Different opinions are
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shown by [4, 5], and [6] that the existence of BUMDes has not demonstrated an optimal
role in improving the welfare of rural communities.

Based on the phenomenon shown by BUMDes, efforts are needed so that BUMDes
have Sustainability Performance [7]. Continuous performance is assessed as a unity
between the social, economic, and environmental objectives of the company’s activi-
ties that can increase the value of the company [8]. Sustainable performance compo-
nents, including environmental, social, and governance components, are linked to various
stakeholders [9].

[10] explain that achieving sustainable performance requires a leadership and man-
agement approach adopted by the company so that it can provide social, environmental,
and economic results. [11-13] shows that the achievement of sustainable performance
can be through integrated quality management. [43] consider integrated quality manage-
ment as a strategic element and argue that processes as part of integrated quality manage-
ment can ensure sustainable performance in the business. Six dimensions of leadership,
strategic planning, customer focus, process management, human resource management,
and information and analysis are described by [14, 15], and [16]. Meanwhile, [17]
outlined integrated quality management indicators, which comprise human resource
management, process management, customer focus, leadership, strategic planning, and
information and analysis.

In today’s competitive global environment, in achieving continuous improvement
embodied in integrated quality management, innovation is needed. Innovation capabil-
ity is seen as necessary for performance that can be improved and achieve sustainability
[18-21], and [22] explain that the indicators of innovation ability include participa-
tory leadership culture, structuring ideas and organizations, work climate and welfare,
understanding of development, regeneration, and knowledge of external and individual
activities.

Organizational cultural fit allows for increased business effectiveness [44]. This is
expected to have a positive impact on external adaptability and internal harmony that
enables the point of the company or organization. [23, 24, 39], and [25] explain that
organizational culture indicators are measured by involvement, consistency, adaptability,
and mission.

Achieving sustainability in an organization or company requires one of the main
factors, namely social capital [40]. Networks, trust, and reciprocity that exist between
employees and between firms make up social capital, an intangible asset of an orga-
nization [26]. [27] Shiri et al. (2012), [28] Lesser (2000), [29] and [27] Shiri et al.
(2012) are a few sources that discuss social capital indicators, which include social net-
works, information sharing, social involvement, social values, and social trust. Based
on the background, this study examines the confirmatory factors of integrated quality
management, innovation ability, organizational culture, social capital, and Sustainability
Performances. Novelty in this study is to test the strongest indicators of integrated qual-
ity management variables, innovation capabilities, organizational culture, social capital
and Sustainability Performance as the development of management science.
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2 Research Method

The population in this study were the directors of Village Owned Enterprises (BUM
Des) in Klaten Regency, totaling 354 directors of BUMDes. The sampling technique
in this study uses the Purposive Sampling technique and the criteria in determining the
research sample of Village Owned Enterprises (BUMDes), which are in the Developing,
Growing, and Advanced category in accordance with the assessment of the BUMDes
Development Indicators (IP-BUMDes) given by the Village Community Empowerment
Agency, Klaten Regency, Central Java Province. Developing category if the BUMDes 1P
is less than 50, BUMDes Grows if it has a BUMDes IP ranging from 51 to 75. Advanced
BUMDes if it has more than 75 BUMDes IP based on these criteria, the number of
research samples is 190 BUMDes directors.

The research variables were measured using a Likert scale model. The data analysis
used in the study used a CFA analysis technique called the measurement model in
the perspective of Structural Equation Modeling (SEM), focusing on the relationship
between the factors and all the variables measured.

3 Result and Discussion

3.1 Confirmatory Factor Analysis Results

Measurement results on indicators that can form integrated quality management vari-
ables, innovation capabilities, organizational culture, social capital, and sustainability.
Performance with Confirmatory Factor Analysis is explained in Table 1.

Based on Table 2, it can be explained that all of these indicators are essential indicators
for forming integrated quality management, innovation capabilities, organizational cul-
ture, social capital, and Sustainability Performances. Furthermore, when viewed from
the value of the loading factor of each indicator, the indicator of human resources is
dominant in forming quality management. This result can be explained that BUMDes in
Klaten Regency will have good quality management if the BUMDes Director has par-
ticipatory human resource management in BUMDes empowerment and active participa-
tion in BUMDes management operations. Structuring of dominant organizational ideas
forming innovation capability. These results can be explained that BUM Des in Klaten
Regency will have good innovation capabilities if the BUMDes Director implements
innovations regarding the organizational work tasks that have been set and flexibility
and openness in the organization help encourage the emergence of new ideas. Kconsis-
tencydominant shaper of the corporate culture. These results can be explained that BUM
Des in Klaten Regency has an excellent organizational culture if the BUMDes Director
understands the values of the organization and has a shared awareness to find solutions to
every problem. Information disclosure is the dominant form of social capital. This result
can be explained that BUMDes in Klaten Regency will have good social money if the
BUMDes Director participates in obtaining information and knowledge in various fields
and participates in organizational programs with colleagues and village communities.
Economic sustainability is the dominant shaper of sustainable performance.



Analysis of Integrated Quality Management 101

Table 1. Operational Matrix of Research Variables

Variable Indicator Source

Integrated Quality Management | Leadership Management [14, 15, 16]

Strategic Planning

Customer Focus

Process Management

Human Resources

Culture and Communication

Social and environmental responsibility

Innovation Ability Participatory Leadership Culture [20-22]

Structuring ideas and organization

Work climate and welfare.

Understanding in development

Regeneration

Knowledge of external

Individual activities

Organizational culture Involvement [19, 23-25]
Consistency
Adaptive
Mission

Social capital Social Values [27-29];

Believe in social

Social network

Social Cohesion

Social Participation

Information Disclosure

Social communication

Sustainability Performance Environmental Sustainability [45-48]

Social Sustainability

Economic Sustainability
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Table 2. Factors Loading (\) Measuring Variables of Integrated Quality Management, Innovation
Ability, Organizational Culture, Social Capital, and Sustainability Performance

Indicators and Variables FL

Leadership Management --> Integrated Quality Management 0.361
Strategic Planning --> Integrated Quality Management 0.485
Customer Focus --> Integrated Quality Management 0.744
Process Management --> Integrated Quality Management 0.767
Human Resources --> Integrated Quality Management 0.782
Communication --> Integrated Quality Management 0.636
Social responsibility --> Integrated Quality Management 0.704
Participatory Leadership --> Innovation Ability 0.729
Structuring organizational ideas --> Innovation Ability 0.784
Working Climate --> Innovation Ability 0.524
Understanding in development --> Innovation Ability 0.563
Regeneration --> Innovation Ability 0.267
Knowledge of external > Innovation Ability 0.196
Individual activities --> Innovation Ability 0.267
Involvement --> Organizational culture 0.891
Consistency --> Organizational culture 0.944
Adaptive --> Organizational culture 0.880
Mission --> Organizational culture 0.890
Social Value --> Social Capital 0.735
Social trust --> Social Capital 0.661
Social network --> Social Capital 0.761
Social cohesion > Social Capital 0.797
Social participation -- Social Capital 0.784
Information Disclosure --> Social Capital 0.813
Social Communication --> Social Capital 0.762
Environmental Sustainability > Sustainable Performance 0.890
Social sustainability --> Sustainable Performance 0.891
Economic sustainability --> Sustainable Performance 0.941

4 Discussion

Integrated quality management is an integrated effort designed to improve Quality at
every level within the company [42]. Integrated quality management implies an ongoing,
integrated and continuous effort to improve quality and customer satisfaction throughout
the organization as a whole, where management commitment is an essential basis for



Analysis of Integrated Quality Management 103

the success of the five fundamental values that make up integrated quality management
described by Bergman and Klefjso as the cornerstone. The effectiveness of integrated
quality management in Village Owned Enterprises (BUMDes) in Klaten Regency, Cen-
tral Java Province, if BUMDes in implementing integrated quality management can be
used as a combination of all functions of the organization into a holistic philosophy that
is built based on the concept of human resource development such as participatory in
BUMDes empowerment and active participation in BUMDes management operations.
This idea is in line with [30] assertion that, generally speaking, elements of success-
fully implementing integrated quality management can be derived from four different
theoretical areas: quality leader work, formal reward models, descriptive approach, and
empirical research.

According to [21], an organization’s capacity for innovation is determined by a
combination of its innovation behavior, strategic competencies, and internal technology
processes. Improving the ability of invention carried out by BUMDes in Klaten Regency,
Central Java Province, can be done by structuring organizational ideas such as imple-
menting innovations about predetermined administrative work tasks and flexibility and
openness in the organization, helping encourage the emergence of new ideas. This idea
is consistent with [18] and [32] views on the importance of innovation for performance
that can be sustained and enhanced. Only when a corporation has the capacity to innovate
can innovation take place [31].

A typical definition of organizational culture is that it is a lens through which company
strategy is developed and carried out. Building a corporate culture is essential for success
[33]. The success of BUMDes in Klaten Regency, Central Java Province, in carrying
out organizational culture is shown by: consistency, such as the Director of BUMDes
understands the values of the organization and has a shared awareness to find solutions
to every problem. This idea is in line with [41] assertion that organizational culture
refers to broad ideologies, norms, and beliefs that shape corporate activities or behavior.
The organization’s culture serves as a point of reference for its employees and guides
organizational actions [33]. The prerequisites for accomplishing organizational goals
are not sufficiently provided by corporate decisions [34].

Networks, trust, and reciprocity that exist between employees and between firms
make up social capital, an intangible asset of an organization [26, 35, 36]. According to
[26], social capital is the bonds that bind a community’s members together as well as
the norms that govern the kind and number of social ties present in a given society. The
success of BUMDes in Klaten Regency, Central Java Province, in creating a social model
is manifested in information disclosure, such as the Director of BUMDes participating in
obtaining information and knowledge in various fields and participating in organizational
programs with colleagues and village communities.

Continuous performance is assessed as a unity between the social, economic, and
environmental objectives of the company’s activities that can increase the value of the
company [8]. Companies try to achieve long-term benefits by carrying out sustainable
actions that are considered the core of the company’s strategy [37] (Cai, dan Li, 2018).
BUMDes as a form of implementation of local economic drivers requires management
by professional human resources so as to produce sustainable performance. BUMDes
in Klaten Regency, Central Java Province, will have sustainable performance indicated
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by economic sustainability, such as gaining profits in business activities and being able
to expand market share. According to Johnson’s opinion from 2017, sustainability is
claimed to be attained and maintained through balancing the three facets of social,
economic, and environmental growth. Organizations must include social, economic,
and ecological development into their daily operations in order to achieve sustainable
development [38].

5 Conclusion

All indicators tested are essential indicators as forming integrated quality management,
innovation capability, organizational culture, social capital, and Sustainability Perfor-
mances. The hands of human resources are dominant in developing quality management.
The indicator of the prevailing corporate idea structuration forms the innovation capabil-
ity. Indicator consistency chief creating organizational culture Indicators of disclosure of
information dominant forming social capital. And the prevalent economic sustainability
indicators include sustainable performance.

BUMDes in Klaten Regency, Central Java Province, will increase sustainable perfor-
mance related to economic sustainability needs to pay attention to quality management
focusing on the competence of human resources, paying attention to innovation capa-
bilities such as structuring organizational ideas, creating corporate culture by creating
consistency and utilizing social capital by means of information disclosure.
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