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ABSTRACT 

State-owned enterprises (SOEs) have retained a strong presence in the Indonesian 

economy and play an essential role in providing vital infrastructure and public 

services. Furthermore, the Indonesian government demands SOEs to be more 

competitive locally and globally. To accomplish this, all 114 SOEs are committed to 

a business excellence model known as the measurement criteria for performance 

excellence or Kriteria Penilaian Kinerja Unggul (KPKU). To ensure effective 

measurement and minimise the complexity aspects of performance assessment, it is 

essential to identify factors that determine the SOE's performance measurement 

results. So, in this research, an enterprise excellence index (EEI) for Indonesian SOEs 

is developed. The study is carried out with the following objectives: investigate the 

implementation level of the KPKU program in Indonesian SOEs through an 

exploratory survey, analyse a scale of priorities for the EEI criteria using the analytic 

network process (ANP) method, and develop the EEI for Indonesian SOEs. The 

exploratory survey reveals that respondents from 30 SOEs provided a positive 

responses related to the KPKU implementation. In order to improve the effectiveness 

of the measurement, the index should be developed to reflect the Indonesian SOEs’ 

context. Subsequently, 21 experts were involved in the modified ANP pairwise 

judgement process to build a framework for the EEI network and calculate the index 

weights, resulting in a refined composition of the index with high consistency ratios. 

Finally, an evaluation survey involving seven experts was undertaken to determine the 

priority weights of categories and items of the EEI. The number of scores was different 

from the KPKU for the categories of Customer, Measurement, analysis and knowledge 

management, Workforce, and Results. Based on these findings, the EEI for Indonesian 

SOEs is suggested as a self-assessment approach for measuring performance according 

to Indonesian context. 
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ABSTRAK 

Syarikat milik kerajaan (state-owned enterprise - SOE) telah mengekalkan kewujudan 

yang kukuh dalam ekonomi Indonesia serta memainkan peranan yang penting dalam 

menyediakan infrastruktur utama dan perkhidmatan awam. Selanjutnya, kerajaan 

Indonesia meminta agar SOE menjadi lebih berdaya saing di peringkat tempatan dan 

antarabangsa. Bagi mencapai matlamat ini, kesemua 114 SOE perlu komited bagi 

memenuhi model kecemerlangan perniagaan iaitu kriteria penilaian untuk 

kecemerlangan prestasi atau dikenali sebagai kriteria penilaian kinerja unggul – 

KPKU. Bagi memastikan penilaian dapat berfungsi dengan berkesan serta 

mengurangkan kerumitan penilaian prestasi, adalah amat penting untuk mengenal 

pasti terlebih dahulu faktor-faktor yang menyumbang kepada keputusan penilaian 

prestasi. Sehubungan dengan itu, melalui penyelidikan ini, indeks kecemerlangan 

syarikat (enterprise excellence index - EEI) untuk SOE Indonesia telah dibangunkan. 

Kajian ini telah dilaksanakan dengan objektif-objektif berikut: mengkaji aras 

perlaksanaan program KPKU di SOE Indonesia melalui tinjauan soal selidik, 

menganalisa skala keutamaan bagi kriteria EEI dengan menggunakan kaedah proses 

rangkaian analitik (analytic network process - ANP), dan membangunkan EEI untuk 

SOE Indonesia. Tinjauan soal selidik ini mendedahkan bahawa responden dari 30 SOE 

memberikan maklumbalas positif terhadap pelaksanaan KPKU. Bagi menambah baik 

keberkesanan penilaian, indeks yang dibangunkan perlu mencerminkan situasi SOE 

Indonesia. Seterusnya, seramai 21 orang pakar telah memberikan maklumbalas 

terhadap proses penilaian ANP berpasangan yang telah diubahsuai untuk menyediakan 

rangka kerja bagi rangkaian EEI dan mengira pemberat indeks bagi mengemaskini 

komposisi indeks dengan nisbah konsisten yang tinggi. Akhir sekali, soal selidik 

penilaian telah dilaksanakan di mana ia melibatkan tujuh orang pakar bagi menentukan 

tahap keutamaan bagi sesuatu kategori dan item EEI. Jumlah markah adalah berbeza 

daripada KPKU bagi kategori Pelanggan, Analisa Pengukuran dan Pengurusan 

Pengetahuan, Tenaga Kerja dan Keputusan. Berdasarkan kepada hasil kajian ini, EEI 
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untuk SOE Indonesia telah dicadangkan sebagai pendekatan penilaian kendiri bagi 

menilai prestasi berdasarkan situasi di Indonesia. 
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CHAPTER 1 

INTRODUCTION 

1.1 Introduction to the chapter  

This chapter explains the research background, problem statement, research aim and 

objectives, research scope, the significance of the research, and the thesis's outline. 

1.2 Background of the research 

The business excellence model is a phrase that is used for the purpose of helping to 

communicate the importance of the word "excellence" in all aspects of the business, 

not just product quality and process (Tickle et al., 2016a). This model provides 

guidelines and criteria for evaluation and is used by companies worldwide as 

groundwork for continuous improvement (Toma & Marinescu, 2018). It is also 

identified as a comprehensive practice in managing organisations and achieving results 

based on a set of fundamental concepts or values. These practices were developed into 

a framework called a business excellence model for how excellent organisations must 

operate (Mann et al., 2012). The business excellence model (BEM) has been developed 

through extensive studies to assess and improve their highest work practices and 

performance (Mohammad et al., 2011). Many countries have developed their models 

and used this as a framework for assessing and recognising organisational 

performance, including selecting high-performing organisations for national awards 

and providing feedback on their applicants (Jayamaha et al., 2009). They also develop 

and embrace the BEM to encourage the evolution of the products and services with 
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high quality (Mohammad, 2019). The BEM's adoption has positively affected 

organisational practices and outcomes (Mann et al., 2011).  

Two of the most famous and widely used BEMs are the Baldrige Excellence 

Framework (BEF) and European Foundation for Quality Management (EFQM) model. 

Both were developed after the success of the Deming model in Japan (Gómez-gómez 

et al., 2016; Adebanjo et al., 2015; Krittanathip et al., 2013; Talwar, 2011). The success 

of the BEF and the EFQM models in developing the performance and competitiveness 

of companies in their respective countries has drawn considerable global attention 

(Alanazi, 2021). There are 65 active business excellence awards in 56 nations and 

regions, with 17 more countries pursuing business excellence initiatives. More than 37 

per cent of the model globally use the EFQM excellence model, while 14 per cent use 

the BEF (Ghafoor et al., 2021). The BEM is used to assess how well business 

excellence elements of success are embedded in an organisation.  

The BEM that recognises excellent organisational performance has emerged as 

a significant component of many countries' productivity and quality promotion 

strategies. It also plays an essential role in promoting and rewarding excellence in 

organisational performance and raising companies' quality standards (Tan, 2002). 

BEM assesses the organisation's strength and provides input on improved and further 

developed things. It also allows organisations to benchmark their performances and 

show best practices in their field of activity (Toma & Marinescu, 2018). Here, the 

BEM functions as an internal business framework; it is an overarching framework for 

managing and aligning multiple improvement initiatives within the organisation 

(Mohammad et al., 2011).  

Meanwhile, state-owned enterprises (SOEs) have become tools for some 

countries to better position themselves for the future in the global economy, given the 

increased international competition for finance, talent, and resources (Price 

Waterhouse and Cooper, 2015). SOEs play a significant part in many economies, 

particularly in the success of many country reforms (Mohd Nasir, 2017) (Klovienė & 

Gimžauskienė, 2014). In this sense, the Organisation for Economic Cooperation and 

Development (OECD) proposes that the overall goal of state control of enterprises 

should optimise society's benefit by efficiently allocating capital (OECD, 2015). In the 

dynamic and rapidly changing environment, an SOE, like other organisations, must 

design, implement, and effectively manage its performance metric (Agbanu et al., 

2016). In line with high-quality internationally recognised corporate disclosure 
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requirements, an SOE should report material financial and non-financial information 

about the company, including areas of significant concern for the state as an owner 

and the public (OECD, 2015, p.24). 

In Indonesia, an SOE is a legal entity that undertakes business on behalf of its 

owner, the government. SOEs have retained a strong presence in the Indonesian 

economy and play an essential role in providing vital infrastructure and public 

services. While they conduct commercial activities, they may also have public policy 

and social objectives. Since 2018, SOEs have regularly contributed more than 16 per 

cent of Indonesia's Gross Domestic Product (GDP). 114 Indonesian SOEs are clustered 

in two sectors, industry and service. Industry cluster consists of 1) energy, oil, and gas 

industry, 2) telecommunication and pharmacy industry, 3) defence and manufacturing 

industry, 4) mineral and coal industry, 5) food and fertiliser industry, and 6) cement 

and other industries. The service cluster consists of 1) banking and financing, 2) 

construction and housing services, 3) insurance and other services, 4)  farming and 

forestry, 5) logistics and tourism, and 6) transportation infrastructure and facilities.  

The size and importance of SOEs certainly have a significant impact on the 

Indonesian economy, which is why the Ministry of SOEs in the 2020-2024 Strategic 

Plan sets two goals for SOEs; to form a professional SOE and to increase the 

contribution of SOEs to the national economy (Kementerian BUMN, 2020). For these 

reasons, Indonesian SOEs' ministry released the assessment criteria for the 

performance excellence framework, also known as the KPKU, which was adopted 

from the BEF. The KPKU mission is to improve the effectiveness of controlling SOE 

performance, optimize efforts to capitalize on SOE potential and accelerate the growth 

of SOE performance (Kementerian BUMN, 2019b).  

The KPKU model is composed of a set of criteria that are interrelated and 

defines an enterprise as excellent. The criteria are divided into process and result 

categories. Processes are concerned with what enterprises should do and how to do it. 

And results are concerned with achievements obtained by the enterprise regarding all 

interest groups (stakeholders, customers, employees, and society). As in the BEF 

model, the categories are explained by a set of sub-categories (items) that detail their 

content. In the same way, each item includes areas to address that clarify the best 

practices in management and the meaning and scope of each criterion.  

This structure (category, item, and areas to address) allows enterprises that use 

KPKU as a self-evaluation tool to identify their strong points and areas to improve in 
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each criterion through a scoring system. The KPKU model comprises seven categories 

addressed to achieve the enterprise's success associated with process management and 

excellent results: 1) leadership, 2) strategy, 3) customers, 4) measurement, analysis, 

and knowledge management, 5) workforce, 6) operations, and 7) results. Although this 

system has been applied since 2012, there is no description of composing these 

excellence criteria.  

The excellence model encouraged businesses to improve quality and 

productivity in order to gain recognition while gaining a competitive advantage 

through increased profits (Evans et al., 2012). According to Pannirselvam & Ferguson 

(2001a), the categories, examination items, and framework of the BEF criteria present 

the underlying relationships between the various quality management constructs and 

quality management and organisation performance. Blazey and Grizzell (2019) 

mentioned that the BEF criteria are built upon a set of interrelated core values and 

concepts, which are the foundation for integrating performance excellence 

requirements that create the framework. There are eleven values and concepts that a 

high-performance enterprise needs to emulate. Simultaneously, the category remains 

with seven points, with six points focusing on the process and one point discussing the 

results. These values and concepts include visionary leadership, customer-driven 

excellence, organisational and individual learning, respect for the workforce and 

partners, agility, future focus, innovation management, fact-based management, 

community responsibility, focusing on results and value creation, and systemic 

perspectives.  

To ensure the conditions necessary for the effective measurement functioning 

and minimise the underlying complexity aspects of performance assessment, it is 

essential to identify factors that determined the SOE's performance measurement 

results (Klovienė & Gimžauskienė, 2014). Evans confirms that it is difficult to 

establish and understand the linkages among all the other categories without a reliable 

measurement system, develop effective strategic plans, and lead to continued 

organisational improvements (Evans et al., 2012). Meyer & Collier (2001) reported 

that the same findings of all the hypothesised causal associations in the BEF groups 

are statistically relevant.  

In contrast to their roles, several studies on Indonesian SOEs performance 

showed that they underperform and were mismanaged (Nuswantara & Andjani, 2021). 

According to Muslih & Arsyah (2019), to successfully implement the excellence 
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model, SOEs should analyse their governance and the impact of the KPKU 

implementation on their performance. This proposition was explored in a study by 

Sulistyo et al. (2019), with the results indicating that respondents perceived the 

implementation of the KPKU criteria as more favourable. Furthermore, it is suggested 

that to accomplish successful KPKU program implementation, the enterprise 

excellence index (EEI) should be developed to reflect the context of Indonesian SOEs. 

1.3 Problem Statement 

Excellence models in modern organisations are now a common practice in many 

countries. Still, very few studies have focused on the score used in excellence models. 

A common feature of all models is assigning scores to different dimensions. These 

scores show the “degree of excellence” of the organisation regarding the model used 

for self-evaluation. It is also used for prizes associated with these models and 

benchmarking activities. Unfortunately, selecting the score assigned to the different 

criteria in each model follows an unknown process, and the underlying logic is not 

available in any of their publications (Gómez-gómez et al., 2016). Moreover, very few 

studies focused on the index used in the excellence models (Gómez-gómez et al., 

2016). One of them is Metaxas et al. (2016), who proposed a decision-making system 

to calculate the sustainable business excellence index.  

To ensure the necessary conditions as a framework for determining sustainable 

business excellence index and to minimize the underlying complexity aspects of 

performance appraisal of the SOEs, it is important to evaluate the understanding and 

application of KPKU in SOEs. This S is in-line with the conclusions of the Indonesian 

Ministry of SOEs’ research to improve the policies and technical implementation of 

the KPKU (Kementerian BUMN, 2019a). Nevertheless, there were no clear guidelines 

on implementing initiatives according to the context, and few studies focused on 

developing the excellence model index. So, this research proposes an enterprise 

excellence index (EEI) for Indonesian SOEs. 

Several techniques were used to assist in the identification of the factors that 

determined the excellence model. The analytic hierarchy process (AHP) was proposed 

as a decision-making technique for rating relative ranking of national quality model 

awards. However, it does not consider interdependence among the criteria, which is 
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its limitation (Gupta & Vrat, 2020). Saaty then developed an analytic network process 

(ANP) to derive relative priority scales of absolute numbers from individual judgments 

(or actual measurements normalised to a comparative form) that also belong to a 

fundamental scale of whole numbers (Saaty, 2009). The ANP defines the weight 

factors of the mutual influences of all the essential elements of the organisation's 

strategy. Goran (2017) mentioned that the calculation of organisational effectiveness 

is based on the weight factors and fulfilment of the strategic map measure. However, 

there is no reference to using ANP to determine the business excellence model index 

at present. 

Unfortunately, when performing pairwise comparisons in the ANP, the number 

of alternatives/criteria increases, the pairwise comparisons become confusing, and a 

high level of inconsistency is anticipated (Asadabadi et al., 2019). As a result, the 

comparisons may be returned to the decision-maker several times to improve. Since 

the ANP has these disadvantages, applying a modified approach of the ANP pairwise 

comparison questionnaire would be significant to minimize the inconsistency ratio, 

reduce comparison numbers, and still fulfil the ANP goals. The modified questionnaire 

used in this study was mainly to simplify the pairwise comparison questionnaire and 

simplify the pairwise comparison judgement of the ANP. 

Therefore, the EEI for Indonesian SOEs has been developed based on KPKU 

categories and items. The weights of the EEI categories and items scores were assessed 

and refined based on Indonesian SOEs context using the ANP method. The research 

development considered three main elements: investigating the KPKU program 

implementation, selecting an appropriate strategy for measuring the criteria index, and 

developing the index based on the Indonesian SOEs context. 

1.4 Objectives of the research 

This research aims to develop the enterprise excellence index for Indonesian SOEs 

using the ANP method. Hence, the research objectives are as follows: 

1. To investigate the implementation level of the KPKU program in Indonesian 

SOEs 

2. To analyse a scale of priorities of the enterprise excellence index criteria using 

the ANP method. 
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3. To develop the enterprise excellence index for Indonesian SOEs. 

1.5 Research questions 

The research questions are as follows: 

1. What is the level of KPKU program implementation in Indonesian SOEs?  

2. What is the ANP priority scale of the enterprise excellence index criteria? 

3. How to develop the enterprise excellence index for Indonesian SOEs? 

1.6 Scope of the research  

This research has several scopes of studies, which are: 

1. This research focuses on determining appropriate criteria of the enterprise 

excellence index for Indonesian SOEs based on the KPKU 2019. 

2. The categories and items composed in this research adopted the BEF criteria 

edition 2019-2020 (the latest edition when the study was conducted). 

3. The respondents for the exploratory survey are SOE employees who have 

experience in KPKU implementation. The ANP pairwise comparison judgment 

and evaluation survey experts are SOEs' managers in the industrial sectors, 

assessors with experience in business excellence assessment and training, and 

researchers from educational institutions. 

4. Instead of using the conventional ANP questionnaire model, a modified ANP 

questionnaire method was used to collect pairwise comparison judgements. 

5. A software package named Super Decisions was applied to deal with decision-

making and shows the alternative theory's applications for various issues to 

develop the excellence index criteria and analyse the items' priorities weight. 

6. This research is intended for business excellence practitioners, assessors, 

researchers, and SOEs. 
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1.7 Importance of the research 

Developing criteria of Indonesian enterprise excellence index  using the ANP method 

is an essential area of research because of the following principal reasons: 

1. The relevance of developing a business excellence framework for the 

organisation and the nation has been emphasised in many publications 

(Jayamaha et al., 2009; Mohammad et al., 2011; Talwar, 2011; Tickle et al., 

2016). However, none looked at the establishing excellence index criterion for 

the SOEs. Therefore, developing a criterion index of the excellence framework 

is crucial for organisations. 

2. Criterion weights have always been an important part of the excellence model 

(Eskildsen et al., 2002). Thus, they require time, resources, and knowledge to 

apply. To manage the measuring metric properly, it would be better to select 

the right approach to fit the organisation's context and provide value to the 

organisation. 

3. The method proposed in this research will push for new paradigms that will 

benefit future discussions in multi-criteria decision-making analysis and may 

expand the application method in various problems. 

4. This research is probably one of the first studies in the world to assess the 

suitability of KPKU categories and items according to the Indonesian SOEs 

situation using the ANP method. Since academic journal articles show little 

attention to implementing the modified multi-criteria decision model (MCDM) 

and the BEM, this research is crucial for enhancing the pool of reference 

sources and discoveries on the critical issues. 

1.8 Outline of the thesis 

This thesis comprises six chapters, as depicted in Figure 1.1. Chapter 1 introduces the 

background, aim, objectives, scope, and importance of the research. Chapter 2 

elaborates a critical literature review on performance excellence criteria, key concepts, 

and theories that can develop excellence criteria (business excellence model, multi-

criteria decision-making model, and ANP method). This chapter highlights the 
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primary literature and concepts relevant to research and the gap in current knowledge 

in developing performance excellence criteria. 

Chapter 3 describes the design and method of research. This chapter elaborates 

and explains the selection of research designs and the data collection practices of 

research procedures. All data collection methods (exploratory survey, interviews, 

pairwise comparisons survey, and evaluation surveys) are briefly explained in this 

chapter. 

Chapter 4 discusses the research results: investigating the implementation of 

the KPKU program and reports on the activities' findings. Identifying the development 

of the ANP framework to build the enterprise excellence index measurement, 

including modifying the ANP questionnaire, designing the hierarchical network's 

decomposition, synthesising the limiting priorities, and improving the diagnostic 

framework; and determining the priorities matrix for the proposed enterprise 

excellence index composition. 

Chapter 5 analysing the enterprise excellence index's development through a 

validation survey of the index composition alternatives, usability testing, and 

comparing with different national business excellence models in ASEAN countries. 

Finally, Chapter 6 concludes the research objectives' main findings, explains 

the research contributions, and outlines the research limitations and future research 

suggestions. 
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CHAPTER 2 

LITERATURE REVIEW 

2.1 Introduction to the chapter 

This section comprises two sub-sections. The first subsection presents an overview of 

the business excellence concept and application. Then, in the second sub-section, the 

essential multi-criteria decision-making (MCDM) method is reviewed with the ANP 

method described. Finally, a conclusion for this chapter is presented. 

2.2 Business excellence model 

The business excellence model (BEM), which was formerly called the total quality 

management (TQM) model, is the current term to help communicate the importance 

of the word "excellence" in all aspects of the business, not just product quality and 

process (Mann et al., 2012). These frameworks are employed to measure how well 

business excellence elements of success are embedded in an organisation. A business 

excellence model that recognises excellent organisational performance has emerged as 

a substantial portion of many countries' productivity and quality promotion strategies 

(Asian Productivity Organisation Tokyo, 2002). BEM provides input on things that 

must be improved and further developed and provides a holistic method for handlers 

to direct business and lead to sustainable and measurable success. Here, the BEM 

functions as an internal businesses framework; it is practised as an overarching 

framework for managing and aligning multiple improvement initiatives within the 

organisation (Mohammad et al., 2011). The BEM is also holistic and focuses on all 

areas and dimensions of the organisation, specifically the factors that drive 
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performance. It provides a framework to assist the adoption of business excellence 

principles and an effective way to measure how thoroughly this adoption has been 

incorporated. According to Mohammad (2019), the model, as depicted in Figure 2.1, 

has three principal intentions:  

 

Business 
Excellence 

(BE)

Business 
Excellence 
Framework

Assesment 
& 

Awards

Guidance towards 
business excellence

Overarching approach for 

managing and aligning various 

organizational improvement 

initiatives 
 

Figure 2.1: Purposes of the business excellence model  

(Modified from Mohammad, 2019) 

Although BEM has three purposes, it is most widely used for assessment and 

the foundation to guide organisations in achieving sustainable world-class awards. 

There are 65 active business excellence awards in 56 nations and regions; most applied 

the EFQM excellence model and the BEF (Ghafoor et al., 2021). Several countries 

have set up national and regional quality awards to promote quality and serve as TQM 

models. The Deming Application Prize, the Malcolm Baldrige National Quality 

Award, and the European Quality Award are three of the most popular and commonly 

used TQM structures (Bohoris, 1995). The excellence award was introduced in 1951 

and was called the Deming Prize. The Canada Quality Award followed it in 1984. 

These models were then implemented in the US by establishing the Malcolm Baldrige 

National Quality Award (MBNQA) in 1987 and the Australian Quality Awards in 

1988. Based on the European Foundation for Quality Management (EFQM) model, 

the EFQM award was then set up in 1991. Simultaneously, several countries in Asia 

also developed their quality framework during the 1990s mainly by adopting the 

business excellence model as their reference (Chan & Quazi, 2002). These models 
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have helped many organisations to improve their processes, customers, and 

improvement orientations.  

To enhance the level of quality implementation and adoption of such business 

excellence, the custodian in each country is to develop and deploy a framework and 

conduct award programmes (Mann et al., 2011). Many companies evaluated their 

performance based on the business excellence model or framework (Ghicajanu et al., 

2015). Granting awards of excellence is made in accordance with business models, 

based on a few criteria and sub-criteria of assessment. Different countries have 

developed their excellence models as reference frameworks to assess and recognise 

performance between companies through awards programs (Mohammad et al., 2011).  

The BEM is also holistic and focuses on all areas and dimensions of the 

organisation, specifically the factors that drive performance based on concepts and 

values (Ghicajanu et al., 2015). It provides a framework to assist the adoption of 

business excellence principles and an effective way to measure how thoroughly this 

adoption has been incorporated to pursue business excellence (Chen & Jang, 2011). 

Bandyopadhyay and Nair (2015) studied the divergent views on the influence of 

business excellence models on the success of the winning companies for business 

excellence. They highlighted the need to understand better the gaps in key 

management practises and processes. Blazey and Grizzell (2019) identified 

performance excellence refers to an integrated approach to organisational performance 

management that results in the three following outcomes:  

1. Delivery of ever-improving value to customers and stakeholders, contributing 

to ongoing organisational success.  

2.  Improvement of the organisation's overall effectiveness and capabilities. 

3.  Learning for the organisation and people in the workforce..  

 

Companies worldwide have adopted the quality improvement models 

promoted by either the EFQM or the BEF (Dubey, 2015; Jayamaha et al., 2009). No 

wonder the BEF and the EFQM Model are recognised worldwide and considered the 

mothers of other national quality and business excellence awards (Talwar, 2011). 

Table 2.1 shows the typical BEMs criteria by comparing enablers, results categories, 

and additional categories.  
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Table 2.1: Comparison of two common BEMs criteria 

BEF categories 

2019-2020 

The EFQM Model criteria 

2019 

1. Leadership (120 points) 1. Purpose, vision, and strategy (100 points) 

2. Strategy (85 points) 

 

2. Organisational culture and leadership (100 

points) 

3. Customers (85 points) 

 

3. Engaging stakeholders (100 points) 

4. Measurement, analysis, and knowledge 

management (90 points) 

4. Creating sustainable (200 points) 

5. Workforce (85 points) 

  

5. Driving performance and transformation 

(100 points) 

6. Operations (85 points) 

 

6. Stakeholder perceptions (200 points) 

7. Results (450 points)        7. Strategic and operational performance (200 

points) 

 

Mohammad et al. (2011) showed that EFQM and BEF are the most widely 

used business excellence model globally. The EFQM is primarily used in Europe 

(e.g., Austria, Northern Ireland, Sweden, and Italy) and Asia (India, Turkey, and 

United Arab Emirates). Meanwhile, the BEF has been used worldwide, and it has 

formed the basis for many other countries in developing national quality awards 

(Islam, 2007a). BEF is widely used in North America and Asia (e.g., China, Taiwan, 

Japan) and the ASEAN countries (Sulistyo et al., 2020). The next-to-last version from 

EFQM-2012 has been fully recognised by the management community (not just in 

Europe) as the most advanced method for achieving long-term sustainability and 

excellent organisational efficiency (Nenadál, 2020), while BEF focuses on making 

the criteria more accessible from the user's perspective (Blazey & Grizzell, 2019). 

Despite the identified benefits and implications of BEMs, many 

implementation challenges have been discovered. The models need a lot of resources 

and contain precise model criteria for participating organizations, making it difficult 

for companies that don't want to join. The model's resource requirements were 

occasionally a barrier, especially for small and big enterprises with limited resources. 

Human resources were needed in addition to financial resources to complete the self-

assessment and manage the full process of the external assessors' visits, as doing the 

self-assessment is a time-consuming activity. It was also discovered that a lack of time, 

physical, and financial resources were all challenges to BEM (Kiriri, 2019). 
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2.2.1 Indonesian SOEs performance excellence assessment criteria 

Performance excellence assessment criteria for Indonesian SOEs or KPKU is a guide 

to developing, managing, and empowering SOEs systems and resources to achieve 

excellent SOEs performance. KPKU is based on Baldrige Excellence Framework 

(BEF) model version 2019-2020 (BPEP, 2019). 

State-owned enterprises (SOEs) had a significant role in many economies, 

especially when reforms were introduced in many countries (Klovienė & 

Gimžauskienė, 2014). With increased global competition for finance, expertise, and 

resources, SOEs have become instruments for some countries to better position 

themselves for the future in the global economy (Price Waterhouse and Cooper, 2015). 

In this sense, the Organisation for Economic Cooperation and Development (OECD) 

guidelines stipulate that SOEs' ultimate aim should maximise society's benefit through 

efficient resource allocation (OECD, 2015). SOEs have existed in developed and 

developing countries as a government tool for development (Mohd Nasir, 2017).  

 The SOEs in Indonesia play an essential role in various industrial sectors. 

There are currently 114 SOEs contributing more than the US $30 billion to GDP in 

2021 and act as an agent for infrastructure development, financial inclusion, and 

fostering small and medium enterprises (Ministry of Indonesian SOEs, 2020).  

According to Agbanu et al. (2016), SOEs shall design, implement, and effectively 

manage their performance metric. SOEs shall report financial and non-financial 

information of the enterprise in line with high-quality internationally recognised 

corporate disclosure standards, including areas of significant concern for the state as 

an owner and the public (OECD, 2015). For these reasons, SOEs' ministry published 

the performance excellence assessment criteria (KPKU) adopted from the BEF 

standards and deployed them to Indonesia's SOEs.  

The objectives of the KPKU are to raise the standard performance excellence 

of the SOEs and be more competitive with other companies in the region (Kementerian 

BUMN, 2019b). Evans et al. (2012) mentioned that applying an excellent program 

could improve the SOEs' quality and productivity while gaining a competitive 

advantage through increasing corporate profits. Ratri et al. (2020) and Muslih & 

Arsyah (2019) also found that the KPKU assessment positively affected the SOEs' 

performance.  
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Meanwhile, many organisations failed to benefit from implementing 

excellence framework improvement initiatives because no clear guidelines describe 

when, where, and how to implement initiatives according to the context (Mohammad 

et al., 2016). Although the KPKU has been implemented since 2012, there are still 

notes regarding the implementation process.  Kharis & Suparno (2014) identified that 

the enterprise needs a proper approach to show where the organisation is going and 

how to achieve sustainable growth and achieve comprehensive performance 

measurement. However, Sulistyo et al. (2020) showed no description of deploying 

KPKU into performance measurement tools for the SOEs. Therefore, based on the 

KPKU, the enterprise excellence index (EEI) developed and assessed all its elements 

that affect the Indonesian SOEs' management, process improvement, and results. 

To determine SOEs' excellence, it is essential to evaluate the understanding 

and application of the KPKU in the SOEs through an exploratory survey conducted 

in this study. The results are expected to summarise the general conditions of the 

KPKU implementation, the problems faced, and inputs for developing the EEI of 

Indonesian SOEs.  

The KPKU criteria are built on a set of interrelated core values and concepts: “ 

1. System perspective 

The organisation manages all the components as a unified whole to achieve 

the mission, ongoing success, and performance excellence. 

2. Visionary leadership  

The company's senior leaders should set a vision for the organisation, 

establish a customer focus, demonstrate clear and measurable corporate 

principles and ethics, and set high workforce standards.  

3. Customer-focused excellence  

Organisations must consider all product and service features and 

characteristics and all customer access and support modes contributing to 

customer values.  

4. Valuing people  

The Organisation values all people who have a stake in the organisation, 

including customers, community members, shareholders, and others 

affected by its actions. 

5. Organisational learning and agility  
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Organisations must be capable of managing risk and changing the ever-

shorter cycle time. 

6. Focus on success 

A standard set of measurable outcome-oriented goals and a focus on the 

future must guide the organisation. 

7. Managing for innovation  

The organisation changes to improve the organisation's products, services, 

programs, processes, operations, and business model to create new value for 

stakeholders. 

8. Management by fact  

Organisations must measure and analyse the organisation's performance, 

both inside and in a competitive environment. 

9. Societal contributions  

Organisation leaders should stress contributions to the public and the 

consideration of societal well-being and benefit. 

10. Ethics and transparency 

Organisations should stress ethical behaviour in all stakeholder transactions 

and interactions. 

11. Delivering value and results 

The organisation builds loyalty, contributes to growing the economy, and 

contributes to society. " 

 

KPKU framework, as seen in Figure 2.2, divided into six inter-related process 

categories and a results category, represent seven critical aspects of managing and 

performing as an organisation. 

1. Leadership emphasises how senior leaders lead the organisation and govern 

the organisation through societal contributions made. 

2. Strategy examines the development of strategy development and strategy 

implementation. 

3. Customers examine the development of the voice of customers and 

customer engagement. 
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4. Measurement, analysis, and knowledge management examine how an 

organisation measures, studies, and improves organisational performance, 

information, and knowledge management. 

5. Workforce examines how an organisation engages its workforce and sets 

the workforce environment. 

6. Operations examine how an organisation designs, manages, and improves 

its work processes and operational effectiveness. 

7. Results examine an organisation's performance and improvement in all vital 

areas results of product and process, customer, workforce, leadership, 

governance, and financial and market results. 

 

Figure 2.2: KPKU criteria structure (Kementerian BUMN, 2019) 

Within each category, a series of questions require the company to explain how 

they operate the organisation to ensure and enhance competitive success, how they are 

applied or implemented, and the implementation results. Previous research on the 

validation of BEF criteria points out that the constructs identified by the categories of 

leadership, information management, strategic quality planning, human resources, and 

product and process management are correlated (Pannirselvam et al., 2001b). 

Unfortunately, selecting the weight assigned to the different criteria in each of the 

models by their promoting organisations follows an unknown process. The underlying 

logic is not available in any of their publications (Gómez-gómez et al., 2016). The 

structure of category, item, and areas to address allows enterprises to identify their 

strong points and areas to improve in each criterion through a scoring system. As seen 
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in Table 2.2, the seven criteria and their item scores are distributed differently within 

each category. 

Table 2.2: KPKU categories and items point distribution  

Categories and Items Points 

1 Leadership 120 

1.1  Senior Leadership 70 

1.2  Governance and Societal Contributions 50 

2 Strategy 85 

2.1 Strategy Development 45 

2.2 Strategy Implementation 40 

3 Customers 85 

3.1  Customer Expectations 40 

3.2  Customer Engagement 45 

4 Measurement, Analysis, and Knowledge Management 90 

4.1 Measurement, Analysis, and Improvement of 

Organisational Performance 
45 

4.2 Information and Knowledge Management 45 

5 Workforce 85 

5.1  Workforce Environment  45 

5.2  Workforce Engagement 40 

6 Operations 85 

6.1 Work Processes  45 

6.2 Operational Effectiveness 40 

7 Results 450 

7.1 Product and Process Results 120 

7.2 Customer Results 80 

7.3 Workforce Results 80 

7.4 Leadership and Governance Results 80 

7.5 Financial, Market, and Strategy Results 90 

Total Score 1000 

 

A set of questions within each category asks the company to describe the 

organisation's approaches to ensure and enhance competitive success, how such 

methods are applied or deployed across the entire organisation, and the results of such 

deployment. The KPKU criteria, as represented in Figure 2.3, show the criteria 

structure level, where the seven categories of the KPKU framework are subdivided 

into items and areas to address. There are 17 items (plus two in the Organisational 

Profile), each with a particular focus. These items are divided into three groups 

according to the kinds of information they ask for: 
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1. The Organisational Profile asks to define the organisational environment. 

2. Process items (Categories 1–6) request to determine the organisation's 

processes. 

3. Results items (Category 7) ask to report the organisation's operations 

results. 

 

Figure 2.3: KPKU criteria structure (Modified from: BPEP, 2019) 

Each item includes one or more areas to address, as depicted in  

Figure 2.4, labelled a, b, c. The criteria for excellence consist of questions that 

organisations must address in their assessment process. Each area to address is divided 

into subparts or questions, which are expressed on three levels: 

1. Basic questions are described in the item titles. 

2. Overall questions are expressed in boldface in the shaded box. These leading 

questions are the starting point for responding. 

3. Multiple questions are the individual ones under each area to address, 

including the one in boldface.  
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(1) Setting Vision and Values HOW do senior leaders set your organization s Vision and 
Values? How do SENIOR LEADERS DEPLOY the VISION and VALUES through your LEADERSHIP 
SYSTEM, to the WORKFORCE, to KEY suppliers and PARTNERS, and to CUSTOMERS and other 
STAKEHOLDERS, as appropriate? HOW do SENIOR LEADERS  personal actions reflect a 
commitment to those VALUES? 

a. Vision and Values

1.1  Senior Leadership: How do your senior leaders lead the organization? (70 pts.)

1  Leadership (120 pts.)

Category name

Category number

Category score
Item title and basic question

Item 
number

Item score

Area to 
address

Overall 
and 
Multiple 
questions

PR
O

C
ESS

Type of 
information 
to provide 
in response 
to this item

 

Figure 2.4: Criteria for KPKU structure (BPEP, 2019) 

The basic, overall, and multiple questions are responded to the criteria Items 

based on two evaluating dimensions: processes and results. Process refers to the 

methods the organisation uses and improves to address the Item questions in Category 

1 through  6. To evaluate the maturity of the organisation’s processes, four factors are 

used: Approach (A), Deployment (D), Learning (L), and Integration (I), abbreviated 

as ADLI. Approach refers to the method used to accomplish the process; Deployment 

refers to the extent to which the approach is applied; Learning refers to refining the 

approach through cycles of evaluation and improvement; Integration refers to the time 

the approach is aligned with the organisational needs. 

 Results refer to output and outcomes achieved in addressing the questions in 

Category 7. The factors used to evaluate results are Level (Le), Trends (T), 

Comparisons (C), and Integration (I), abbreviated as LeTCI. Levels refer to the 

organization’s current level of performance on a meaningful measurement scale. 

Trends refer to the rate of performance improvements or the sustainability of good 

performance. Comparisons refer to performance relative to competitors or similar 

organizations and benchmarks or industry leaders. Integration refers to the extent to 

which results are measured. Levels (L) and Comparisons (C) are usually analysed 

together.  

 When an organization applies for specific levels in the recognition scheme, its 

practices are reviewed against the model; a panel of assessors assigns a score to each 

Item based on evidence of actual performance using a scoring guideline (See Appendix 

G). The 17 sub-criteria must be reviewed during this process to calculate the 

organization's final index. As a result, accreditation can be given at one of eight 

excellence levels (Kementerian BUMN, 2013). 
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The application of KPKU for SOEs in Indonesia brought some findings. 

Kartikawati et al. (2020) analysed that all categories in the KPKU assessment are 

interrelated and interconnected with one another. Ratri et al. (2020) examined the 

relationship between applying KPKU criteria for performance excellence and SOE 

performance in Indonesia and found a positive correlation. Also, Muslih & Arsyah 

(2019) show that the performance management system based on KPKU affected SOEs' 

performance, and the government must continue to develop its application.  

Meanwhile, related to the SOEs treatment in other countries, Klovienė and 

Gimžauskienė (2014) investigate the conceptual framework of an SOE in Lithuania 

and analyse how the performance measurement system in the enterprises should be 

constructed when incorporating various regulators. Mohd Nasir (2017) compared 

SOEs in the United Kingdom, Malaysia, and Japan from the perspective of types, 

governance structure, and shareholder arrangements, while Agbanu et al. (2016) 

analysed related research and literature on strategic performance evaluation in state-

owned organisations with a comprehensive assessment of some currently proposed 

metrics. 

In either case, to raise the level of quality awareness and adoption of such 

business excellence, the custodian in each country is developing and deploying a 

framework and conducting award programs (Mann et al., 2011). Many studies on 

criteria for performance excellence in the literature employ single or multiple criteria 

decision-making methods under certainty or uncertainty. In particular, Chan & Quazi 

(2002) studied the evolution and development of national quality awards in nine 

selected Asian countries and quality management practices as well. The Asian 

countries studied in the research are closely linked to the development and evolution 

of quality management methods. This proximity results from a partnership with the 

Asian Productivity Organization, which has played a major role in quality 

management. 

Meanwhile, Rawabdeh (2008) analyses 49 companies that took part in the 

Jordan Award Prize. The Jordan Award, also known as the King Abdullah II Award 

for excellence, is benchmarked from the EFQM excellence model. The research 

resulted in a proposal to change the weights of the Jordan Quality Award for 

Excellence model. At the same time, Jayamaha et al. (2009) validate the three essential 

business excellence models (Australia, BEF, and Singapore) based on data (item 

scores) of past applicants of the national quality award. Furthermore, Talwar (2011) 
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presents a comparative study of the framework, criteria, and criteria weighting of 20 

Excellence Models/National Quality Awards, identifies the standard features and 

contradictions and proposes development suggestions to review the models. Next, 

Corbett and Angell (2011) examine the alignment, performance and improvement of 

organisations that have submitted many applications for the New Zealand Business 

Excellence Award and find that implementing businesses of excellence requires 

similar actions and criteria to implement quality management. 

Many ASEAN countries developed excellence frameworks mainly based on 

the BEF since this framework symbolises the best practices of total quality 

management (Mann et al., 2011; Tickle et al., 2016;  Shrouty & Tiwari, 2017). 

Singapore and Malaysia have developed business excellence models tailored to their 

country needs and characteristics (Ministry of International Trade and Industry, 2018; 

Enterprise Singapore, 2019). This model is a reference frame for assessing 

organisational performance and providing national awards based on a business 

excellence model collected with various criteria and sub-criteria assessment. 

(Ghicajanu et al., 2015).  

Like other frameworks in ASEAN countries, KPKU was initially based on BEF 

criteria with no modifications, while others have developed their bespoke model based 

on their context. Sulistyo et al. (2020) presented analytical comparisons of various 

aspects of the business excellence model, such as goals, award and recognition, 

categories, and scores in the ASEAN countries' excellence framework. Table 2.3 

presents the initial references for the six ASEAN models and the award frameworks. 

The primary benefit of adopting a highly reputable model is that the framework mainly 

reflects the best management practices (Tan, 2002).  
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Table 2.3: Initial reference models in ASEAN countries (Mann, 2016; Kementerian 

BUMN, 2019; Enterprise Singapore, 2019; Malaysia Productivity Corporation 

(MPC), 2019; PQA, 2012; TCVN Vietnam, 2016; Thailand Quality Award, 2017; 

BPEP, 2019) 

BE model BE Awards Initial Reference Models 

Indonesian KPKU framework KPKU Award BEF 

Singapore Business 

Excellence Framework  

Singapore Quality Award 

(SQA) 

Singapore Quality Class 

(SQC) 

BEF, EFQM Excellence 

Model, Japan Quality Award, 

and Australian Organisational 

Excellence Awards 

2020-2025 Malaysia Business 

Excellence Framework  

Malaysia Industry Excellence 

Award (AKI)  

BEF 

Thailand Business Excellence 

Framework 

Thailand Quality Award 

(TQA) 

BEF, SQA  

Philippine Business 

Excellence Framework 

Philippine Quality Award 

(PQA)  

BEF, Australian Business 

Excellence Award   

Vietnam Business Excellence 

Framework 

Vietnam National Quality 

Award (VQA) 

BEF 

 

 

A comparative analysis of the six business excellence models, as shown in 

Table 2.4, addresses several categories and items, followed by their value points. The 

entire model has a total score of 1000, which is divided into process and result points. 

Meanwhile, a comparative analysis of the six frameworks performed by sorting and 

grouping each framework's categories and items, as seen in Table 2.5, addressed the 

general issue, starting with the category "Leadership" and closing with the category 

"Results." However, Singapore and Malaysia frameworks show different categories 

with other frameworks compared to other awards. Even though all the six models were 

adopted from BEF, only two models were the same as BEF with no change, namely 

Indonesian KPKU and Philippine framework. The Vietnam framework has the same 

category arrangement, except for an additional item in category seven and the point 

arrangement differs somewhat from the KPKU.  
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