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Abstract  

 
This study explores and examines the relationship between digital leadership, innovation capabilities, and total quality 
management (TQM) in the context of MSMEs in Indonesia. In addition, this study examines the shaping factors of 
digital leadership, namely visionary leadership, digital-based learning culture, systematic improvement, and 
professionalism. The conceptual framework proposed in this study refers to the resources advantage theory of 
competition. This study is quantitative research with a data collection method using a questionnaire. The sample in 
this study is MSMEs who are members of the creative community in Lampung, Indonesia. The number of samples in 
this study was 100 respondents. The sampling technique used purposive random sampling. Respondents in this study 
are MSMEs because they have knowledge and insight into business management. Data analysis techniques and 
hypotheses testing use structural equation modeling with the help of SmartPLS 3 software. The results of this study 
showed that visionary leadership, digital-based learning culture, systematic improvement, and professionalism are the 
antecedents of digital leadership. Meanwhile, innovation capabilities affect total quality management. All hypotheses 
in this study were accepted. 
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1. Introduction  
Total quality management (TQM) is the main focus for organizations that provide goods or services. The TQM 
concept puts forward the quality of products or services to meet consumers' expectations (Zhang et al., 2021). The 
TQM concept has been implemented in several countries, namely: Japan, America, India, Saudi Arabia, China, and 
also Indonesia (Antunes et al., 2021; Attri et al., 2021; Fok et al., 2021; Sahputra et al., 2021;Xin et al., 2021). Previous 
research explained that TQM is associated with several factors, such as organizational culture, knowledge 
management, workplace health, and job performance (Barua, 2021; Khurniawan et al., 2021; Lagrosen and Lagrosen, 
2022; Temiz et al., 2021; Yazdani, 2021). However, research linking TQM and digital leadership is still very rarely 
investigated. Most previous research has focused on visionary leadership (Soliman, 2018; Wasono and Furinto, 2018), 
and has scarcely looked at the relationship between digital leadership and TQM. Therefore, this study will try to 
explore the relationship between TQM and digital leadership.  
 
Digital leadership is a new science in human resource management. Digital leadership puts forward the figure of a 
leader who utilizes digital data to achieve the organization's strategic goals. Digital leadership is believed to focus on 
customer satisfaction through continuous improvement (Purwanto, 2022; Zhong, 2017). Therefore, digital leadership 
will encourage the implementation of TQM by increasing effective and efficient ways of working for quality 
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improvement. The role of digital leadership is expected so that individuals within the organization will carry out 
digital-based control to maintain the quality of products and services.  
 
This study will try to investigate the influence of digital leadership on TQM. Previous research indicates that there are 
several factors forming digital leadership, namely: visionary leadership, digital-based learning culture, systematic 
improvement, and professionalism. These factors will try to be associated with TQM. In addition, researchers also add 
innovation capabilities based on the perspective of analysis from the resource advantage theory of competition. 
Innovation capabilities can grow new strategies in maintaining or improving the quality of products or services (Hunt 
& Morgan, 1996). 
 
2. Literature Review  
Digital leadership is the art of directing, influencing others, and initiating sustainable change through access to 
information, and building relationships to anticipate changes that are important for future success (Jackson and Dunn-
Jensen, 2021). For that, it takes a dynamic combination of mindsets, behaviors, and skills to change or improve 
organizational culture through the help of technology (Proksch et al., 2021). This digital leadership framework is 
designed based on a combination of technology, motivation, and leadership style (Antonopoulou et al., 2021). Digital 
leadership is one of the most appropriate, fast, cross-hierarchical, work-group-oriented, and collaborative approaches, 
focusing mainly on innovation (Avidov et al., 2022). 
 
The proposed conceptual model is shown in Figure 1. This study will try to examine the role of digital leadership, 
innovation capabilities, and TQM. The model was developed based on the resource advantage theory of competition, 
which emphasizes that competition will drive innovation and organizational learning so that organizations have a 
competitive advantage (Amaya et al., 2022). The theory views that comparative advantage in organizational resources 
will allow the organization to compete with other organizations. One strategy to have a competitive advantage is 
through TQM (Benzaquen and Charles, 2022). Organizations will have products or services that have superior quality 
when TQM is applied on an ongoing basis. Digital leadership will encourage the implementation of digital-based 
TQM so that this application can provide customers satisfaction. In addition, innovation capabilities can be an essential 
factor in TQM. This is because, with the ability to innovate, leaders can find new ideas that can support quality 
management (García-Fernández et al., 2022).  
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Based on the explanation above, the hypotheses developed are: 
H1 : Visionary leadership has a positive effect on digital leadership 
H2 : Digital-based learning culture has a positive effect on digital leadership 
H3 : Systematic improvement has a positive effect on digital leadership 
H4 : Professionalism has a positive effect on digital leadership 
H5 : Digital Leadership has a positive effect on innovative capabilities 
H6 : Innovation Capabilities has a positive effect on Total Quality Management 
 
3. Methods  
The object of this research is MSMEs who are members of the Lampung creative cottage community. This study uses 
a quantitative approach, using primary data. The data collection method uses a questionnaire with an online survey 
approach. The type of data used is cross-sectional data. The research sample amounted to 100 respondents. The 
sampling technique is purposive sampling. Respondents involved in this research are business owners because they 
have knowledge and insight into business management. Measurement of digital leadership, innovation capabilities, 
and TQM refers to measuring tools developed by previous research, namely: 1) visionary leadership and digital-based 
learning culture refer to measuring tools developed by Kehr et al. (2022)  and Sayaf et al (2021) with 5 question items, 
2) professionalism refers to the measuring tool developed by Tedla et al. (2022) with 3 question items, 3) systematic 
improvement refers to the measuring tool developed by Hovlid et al. (2022) with 2 question items, 4 ) digital leadership 
refers to a measuring tool developed by Zhong (2017) with 3 question items, 5) innovation capabilities refers to a 
measuring tool developed by Shivdas et al. (2021) with 3 question items, 6) TQM  refers to a measuring tool developed 
by Soliman (2018) with 5 question items. Hypothesis testing will use Smart PLS. 
 
4. Results and Discussion  
A total of 100 questionnaires were distributed. The questionnaires were given and filled out by the MSME owners. 
The results of the distribution of the questionnaire can be seen in the following Table 1: 

 
Table 1. Results of Questionnaire Distribution 

 
 Number of Questionnaire 

Distributed questionnaire 100 

Questionnaire not returned 0 

Returning questionnaire 100 

Questionnaire that cannot be processed 0 

Processable questionnaire 100 
 
Based on Table 1, it can be concluded that 100 respondents who filled out the questionnaire can be used as data to be 
processed. The questionnaire was processed using Smart PLS 3. The validity, reliability, and hypothesis tests were 
carried out in data analysis. Prior to data processing, descriptive statistical analysis was carried out to see the 
demographic characteristics of the respondents, which included gender, age, education level, length of business, 
business turnover, and type of business. From the descriptive statistical analysis results, it can be concluded that most 
of the respondents who filled out the questionnaire were female (57%), with an age range of 31-35 years old (25%). 
In terms of education, most of them have a bachelor's degree education (40%) and have been running a business for a 
span of 4-6 years (38%). For gross business profit, it ranges from 1 to 5 million (42%), and most of the respondents 
have a business in the trade sector (25%). (Table 2) 
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Table 2. Demographic Characteristics of Respondents 
 

Demographic Frequency Percentage 

Gender Male 43 43% 
Female 57 57% 

  

Age 

25 – 30 years old 12 12% 
31 – 35 years old 25 25% 
36 – 40 years old 15 15% 
41 – 45 years old 19 19% 
46 – 50 years old 17 17% 
above 50  12 12% 

        

Education 

Senior high school  21 21% 
Diploma  27 27% 
Bachelor’s degree 40 40% 
Master’s degree 12 12% 

        

Business 
Age 

1 – 3 years 23 23% 
4 – 6 years 38 38% 
6 – 9 years 27 27% 
above 10 years 12 12% 

  

Gross Profit 

1 – 5 million 42 42% 
5 – 10 million 32 32% 
10 – 15 million 18 18% 
above 15 million 8 8% 

  

Type of 
business 

Culinary 25 25% 
Fashion 18 18% 
Creative Products 24 24% 
Automotive 8 8% 
Trading 25 25% 

 
After conducting descriptive statistical analysis, then the validity and reliability tests were carried out. Table 3 shows 
the results for testing the validity and reliability. The validity and reliability test shows that all question items have 
met the requirements of validity and reliability because the value of Cronbach's Alpha and composite reliability ≥ 
0.07, while the standardized factor loading value ≥ 0.5 (Hair et al., 2018). After testing the validity and reliability, the 
hypothesis was then tested. And Figure 1 shows the results of hypothesis testing.  
 
 
 
 
 
 

Proceedings of the 3rd South American International Industrial Engineering and Operations Management 
Conference, Asuncion, Paraguay, July 19-21, 2022 

© IEOM Society International 1670



Table 3. Validity and Reliability Test 
 

Observed 
Variable 

Result of Validity Test Result of Reliability Test 

Standardized factor loading  
≥ 0,5 

Cronbach’s Alpha  
≥ 0,7 

Composite Reliability  
(CR) ≥ 0,7 

Visionary Leadership 
VL1 0,712 

0,715 0,779 
VL2 0,762 

Digital-Based Learning Culture 
DBC1 0,628 

0,756 0,879 DBC2 0,723 
DBC3 0,834 

Professionalism 
PF1 0,757 

0,752 0,716 PF2 0,724 
PF3 0,677 

Systematic Improvement 
SI1 0,816 

0,836 0,917 
SI2 0,716 

Digital Leadership 
DL1 0,754 

0,734 0,797 DL2 0,813 
DL3 0,768 

Innovative Capabilities 
IC1 0,709 

0,713 0,745 IC2 0,733 
IC3 0,694 

Total Quality Management 
TQM1 0,836 

0,771 0,788 
TQM2 0,756 
TQM3 0,812 
TQM4 0,751 
TQM5 0,609 
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Figure 1. Statistical hypotheses testing 
 
The following Table 4 is the conclusion of hypothesis testing: 

 
Table 4. Summary of Hypotheses Testing 

 
Hypothesized  P Value Conclusion 

H1 : Visionary Leadership  Digital Leadership 0.000 Supported 
H2 : Digital Based Learning Culture  Digital Leadership 0.001 Supported 
H3 : Professionalism  Digital Leadership 0.001 Supported 
H4 : Systematic Improvement  Digital Leadership 0.048 Supported 
H5 : Digital Leadership  Innovative Capabilities 0.000 Supported 
H6 : Innovative Capabilities  Total Quality Management 0.000 Supported 

 
This study discusses a new topic in the science of human resources management and operations management. This is 
because very few studies explore digital leadership and TQM. The conceptual model in this study proposes several 
tests, namely: 1) the forming factors of digital leadership, which include: visionary leadership, digital-based learning 
culture, systematic improvement, and professionalism (H1, H2, H3, and H4), 2) digital leadership influences innovation 
capabilities (H5), and 3) innovation capabilities affect the total quality management (H6).  
 
The first finding in this study was that visionary leadership, digital-based learning culture, systematic improvement, 
and professionalism have an effect on digital leadership. (Figure 1). A visionary leader means a leader who can predict 
future conditions and is able to adapt to changes. Visionary leadership is characterized by the use of technology to 
achieve the organization's vision and the courage to issue policies, programs, and funding for technology procurement. 
From these two characteristics, it can be interpreted that a visionary leader will support the use of technology, which 
will encourage the leader to have a tendency to become a leader with a digital leadership style (Zhen et al., 2021). In 
addition, digital leadership is also demonstrated by an attitude of professionalism, willingness to learn, and 
encouraging continuous improvement. Leaders who tend to have a digital leadership style will tend to dare to carry 
out digital transformations, continually update the latest technology, have the ability to innovate, and will encourage 
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all elements of the organization to understand and be sensitive to technological advances (Araujo et al., 2021; Mihardjo 
et al., 2019).   
 
The second finding in this study was that digital leadership has an effect on innovation capabilities. Digital leadership 
refers to leaders who encourage all elements of the organization to use technology to get work done (Araujo et al., 
2021). This shows that one of the characteristics possessed by digital leadership is innovation capabilities. Leaders 
will continuously innovate on work systems and technology to achieve effective and efficient work results. In addition, 
digital leadership always prioritizes innovation that makes organizations have competitive dynamics so that 
organizations will always experience changes for the better (Benitez et al., 2022). This is in line with the resource 
advantage theory of competition, which states that competition will encourage organizations to change and innovate 
so that new ideas emerge that can be used as competitive advantages (Wang and Gao, 2021). 
 
The third finding in this study was that innovation capabilities have an effect on TQM. Innovation capabilities refer 
to leaders who have the ability to innovate. Leaders with high innovation capabilities will encourage quality 
improvement and TQM (García-Fernández et al., 2022). Leaders are proven to contribute to the successful 
implementation of TQM significantly. Innovation capabilities possessed by leaders will encourage leaders to think 
about sustainable quality management systems (Lizarelli et al., 2021). For example, with technological developments 
in the form of artificial intelligence (AI), leaders with innovation capabilities will make changes by using AI to run 
the quality system to minimize errors (Zhen et al., 2021). In addition, when a leader has a digital leadership style, the 
leader will allocate company resources to use technology to support TQM implementation (AlNuaimi et al., 2022). 
 
5. Conclusion  
This study examined the forming factors of digital leadership, namely: visionary leadership, digital-based learning 
culture, systematic improvement, and professionalism. In addition, this study investigated the effect of digital 
leadership on innovative capabilities and examine the effect of innovative capabilities on total quality management. 
The results of this study indicated that visionary leadership, digital-based learning culture, systematic improvement, 
and professionalism affect digital leadership. Another finding from this study was that digital leadership affects 
innovative capabilities, and finally, TQM is influenced by innovative capabilities.  
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