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CHAPTER I 

INTRODUCTION 
 

1.1 BACKGROUND OF STUDY 

Every organization has its main purposes and goals. These days, job 

vacancies in Medan could be found anywhere and they keep increasing in 

number. One of the reasons causing the booming job vacancy is because many 

organizations lack in maintaining internal forces, employees come and go 

easily without long term commitment. The main issue in maintaining internal 

forces is the work environment within the company, which refers to the implied 

leadership style to control the company’s development.  

The role of leadership in family business is very crucial, especially 

through the conducted leadership style. Today’s leaders need to work 

cooperatively with their peers and recognize the collective strength generated 

through collaboration (Dyer, 2015). There are several well-known leadership 

styles and one of them is Democratic Leadership; this type of leadership seeks 

out input from other members (employees), encourages creativity, and values 

the team members’ individual skills and knowledge. This type of leadership 

leads to high productivity and job satisfaction, and, in turn, sales performance. 

By implying democratic leadership, sales performance could be 

improved in certain ways. A company’s main goal has to be clear and fixed by 

its vision and mission. Therefore, to reach the goal, generating positive rate of 

sales performance would be one of the stepping stones in reaching the goal. 

Every situation and workflow in a company depends on the leader, followed 

by the employee’s contribution and the process of meeting customers’ 

expectations. The highlighted topic in this research is the leadership style that 

leads the employee to do well in meeting customers’ expectations in order to 

achieve the expected sales performance.  

The research object is PT. Handa Terminal, which is located at Jalan 

Kolonel Sugiono, No. 6, Medan 20158, North Sumatra, Indonesia. The main 

business of the company is moving in Methanol import (raw material), and 
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chemical fluid tank rent. Customers and clients include companies and 

individuals with different purposes. 

PT. Handa Terminal is a second-generation family business that is run 

by the eldest son of the first leader. It has been a tradition in the company that 

the working system is democratic which directly involves employees in selling 

products.  

In fact, that sales performance is believed to be influenced by the 

leadership style being applied. This research will be analyzing on how 

democratic leadership impacts sales performance at PT. Handa Terminal.  

Every flow of organization’s process of generating sales starts from how the 

leader acts. Martin (2015) stated that “People are an organization’s greatest 

asset and, as frontline salespeople continue to take the spotlight when it comes 

to financial targets, leaders must step-up to the plate and help them deliver.” 

This research will define how important the role of leadership in a family 

business in order to increases sales volume. PT. Handa Terminal is a small size 

family business where the leader keeps communication several times more than 

those at large size firms, although it is actually crucial to choose and conduct a 

more suitable leadership style to the firms.  

In year 2012 – 2016, the sales of PT. Handa Terminal are as shown in 

below: 
Table 1.1 Sales of PT. Handa Terminal; Year 2012 -2016 

Year Amount of sales (Rupiah) 

2012 Rp. 21,541,350,800 

2013 Rp. 35,562,731,031 

2014 Rp. 37,714,305,622 

2015 Rp. 40,899,239,510 

2016 Rp. 42,083,633,925 

Source: Prepared by the writer (PT. Handa Terminal, 2018)  
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Figure 1.1 Sales of PT Handa Terminal: Year 2012 -2016 
Source: Prepared by the writer (PT. Handa Terminal, 2018) 

Based on the increasing sales, the writer is interested to find out more 

whether the sales performance is influenced by the democratic leadership style 

through this research with the title of “Analysis of the Impact of Democratic 

Leadership Style in Family Business on Sales Performance at PT. Handa 

Terminal Medan”. 

 

1.2 PROBLEM LIMITATION 

Due to the limitation of time, budget and experiences, the writer will 

limit the scope of this research by focusing only on the relationship between 

democratic leadership style and the sales performance at PT. Handa Terminal 

Medan up to year 2017. 

 

1.3 PROBLEM FORMULATION 

Some family-owned organization might not really give concern on the 

leadership style of their leaders due to the solid culture and tradition of the 

family. Some could not see the fact that leadership style actually gives impact 

on company’s sales performance. Therefore, the following are some questions 

to be answered in this research: 

1. How does the company apply democratic leadership style in the workplace? 

2. How is the sales performance at PT. Handa Terminal? 
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3. How does democratic leadership have impact on sales performance at PT. 

Handa Terminal? 

1.4 OBJECTIVE OF THE RESEARCH 

The main purpose of this study is to assess the democratic leadership 

style and its impact on sales performance at PT. Handa Terminal. The 

objectives of this research are as follows: 

1. To explain about the workplace application of democratic leadership style 

at PT. Handa Terminal. 

2. To assess the sales performance at PT. Handa Terminal. 

3. To analyze the impact of democratic leadership on sales performance at PT. 

Handa Terminal. 

 

1.5 BENEFIT OF RESEARCH 

The benefits of this research include the contribution that will be given 

by the concerned research result, whether from theoretical aspect or practical 

aspect, which are as follows: 

1.5.1 Theoretical Benefit 

This research is hopefully could be used for theories 

development, especially on broad meaning behind the democratic 

leadership and its relation between sales performance in family 

business. 

 

1.5.2 Practical Benefit 

This research is hopefully could also be used not only to provide 

insights to any companies about the influence of democratic leadership 

towards sales performance in family business, but also to be used as 

reference material for other writers in the same subject of study. 

a. For the writer, to understand more about the relationship between 

democratic leadership and sales performance in a company, either 

theoretically or in real-life setting. 
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b. For the company, to obtain solutions to the problems concerning 

democratic leadership style and how to improve sales performance. 

c. For other researchers, this research can be used as a reference for 

other study or researches on similar areas. 

1.6 SYSTEMS OF WRITING 

This applied research project consists of five chapters, in which each 

chapter will be divided further into supporting sub chapter. The systematic 

outline of writing will be as follows: 

Chapter 1-  Introduction 

This chapter describes the background of study, problem 

formulation, objective of research, benefit of research, theoretical 

benefit, practical benefit and systems of writing. 

Chapter 2-  Literature Review & Hypothesis Development 

This chapter contains the review of relevant literatures on the 

discussed topic, previous research, hypothesis development, 

research model, and framework of thinking.  

Chapter 3-  Research Methodology 

This chapter describes research design, population and sample, 

data collection methods, operational variables and data analysis 

methods. 

Chapter 4-  Data Analysis And Discussion 

This chapter elaborates the general view of research object, results 

of data analysis, descriptive statistic, result of data quality testing, 

hypothesis testing, and discussions.  

Chapter 5-  Conclusion 

This chapter summarizes the results of this research by explaining 

the conclusion, implication, and recommendations.  

 


