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CSA . * Canadian Standard Association ©
CTQC _ The Cémer of Testing and Qua].ity.'Cm'lt'm] :
_ (Pusat Pengujan Mutu Barang : .PP'MB)
CwocC | Company Wide Qualiiy Control
DG _ Directorate General o

DIN : Deutches Institut Fur Normung



DOM

DRN
DSN

DTA/TGA

EC

EIJA

EN
-EPTE

ESCAP

FDD

FOB

FY

GAIKINDO

GAMMA

GDP
GE
GIAMM

GNP
HDD
IATO
IEC
IECQO
[ETC

IFEAT
PO
R
IRA

IRDCI

IRDCRI

Directorate of Metrology
(Dircktorat Metrologi)

National Research Council -

Standardization Council of Indonesia

(Dewan Standardisasi Nasional)

Differential Thermal Analyzer/Thexmogravimetry Apparalus
European Community

Standards of Electronic Indusirics Association of Japan

European Standards '

Export Oriented Production Entrepots

Economic and Social Commission for Asia and Pacific

Floppy Disk Drive |

Free on Board

Fiscal Year

Automobile Indusiry Asséciation

Federation of Indonesian Metal Work & Machinery Industries
(Gabungaﬁ Asosiasi Perusahaan Pengerjaan Logam Dan Mesin Indonesia)
Gross Domestic Product . .

General Electric Co,

Indonesian Automotive Parts and Components Industries Association
{(Gabungan Industri Alat-Alat Mobil dan Motor)

Gross National Product

Hard Disk Drive

Automobile Technology Association

International Electrotechnical Commission .. -

The IEC Quality Assessment for Electric C(:)mpunc_nts
Indonesian Export Training Cénicr

(Pusat Pelatihan Ekspor Indonesia)

International Federation of Essential Oils and Aroma Trades

International Laboratory Accreditation Commiitee

- Infernational Procurement Office

Infra-red .

International Rubber Association -

Institute for :Research'and D_cve]o.pmem_of Chemical Industries
(Bal'ai_Basaf Penelitian Pengambang'an Industri Kimia : BBIK)
Institute for Research an(_j Development of Ceramic Industries

(Balai Basar Penelitian dan Pengémbanga_n Industri _Kefam_ik : BBK)



IRDMMI
IRDMTP

ISA
IS0
ITQC

JASO
JETRO
JICA
Jis
INK

Jonc

ISA

KAIT
KAN
KEMA
KIM-LiPL
KVA
LAPAN

LHA
LIPL

LKP
LMK

LNG
LPMs
LSI
MCB
MIDC
MIG
_MlTl

Institute for Research and Development of Meta) and Machinery Industries

{Balai Basar Penelitian dan Pengembangan Industri Logan dan Mesin : BBLM)
Institute for Research and Development of Material and Technical Pmdﬁcl Industries
(Balai Basar Penelitian dan Pengembangan Industri Bahan dan Barang Teknik : B4AT)
Instrument Society at America '
International Organization for Standardization
Institute for Total Quality Coﬁtrol

(Lambaga Pengendalian Mulu Terpadu)
Japanese Automobile Standards Organiialion
Japan External Trade Organization

Japan Inlcrna_iiunal Cooperation Agency "
Jap;:mese Industrial Standards

National Cal.ibx.raiion Network

(Jaringan Nasion_aI.Ka!ibrasi)

Japan Overseas Development Corporation

- Japanese Standards Association

Technical Accreditation Committee

National accreditation Committee

N.V. tot Keuring van Eleclrotechnische Mateialen, NETHERLANDS
Pusalitbang Kalibrasi, _lnstruzﬁemasi & Metrologi '
Kilo-Voltage Ampere -

The Nafionial Aero Space Institute .

(Lembaga Penerbangan dan Antariksa National)

Laporan Hasil Analisé

Indonesian Institute of Science

{Lembaga Ilmu Pengetahuan _Indonesia) :

Laposan Kebenaran Pemeriksaan .

Electrical Power Research Insfitute

(Pusat Penylidikan Masalah Keelistrikan)

Liquid Natural Gas' -

~ Local Labora!or.ies of MOT -

Large Scale Integration .

Minjiure Circuit Braker

. Metal Industria) Development Center

' Metal inert gas welding

Ministry of Intcrnational Trade and Indusiry, japém s



MOI
MOT
MRTI

NAFTA
NATA
NBN

NIEs
NIST
OEM
OIML
OIT
PARPOSTEL
PEB
PH-DSN
PH-KAN
PIP

PIU

PLN

PMA
PMMI

PPEI
PPMB

" PROKASIH
PT

PTO
PUSPIPTEK
PUSTAN

Ministry of Industry

(Departemen I’crinduslrian)

Ministry of Trade

{Departemen Perdagangan)

Maierials Research and Testing Institute

(Balai Penelitian Bahai DKI Jakarta: BPBJ)
North Atlantic Frée Trade Arca

Mational Association of Testing Authorities
Institut Belge de Normalisation

(Norm Belge)

Newly Industrialized Economies

National Institute of Standard and Technology
Original Equipment Manufacturer/Manufacturing
Organization Infernationale de Metrologie Legale
On the Job Training

Ministry of Tourism, Post & Telecommunications
Pemberitahuan Exsport Barang

Executive Council of DSN

Executive Council of KAN

Long Term (25 yehrs) Development Plan
Ministry of Public Works

{(Pekerjaan Umum)

State Electricity Corporation

(Perusahaan Umum Listrik Negara)

Penanamah Modal Asing

Indonesian Qualily Management Association
(Perhimpunan Manajeman Muty [ndonesia)
Indonesian _Expoﬂ Training Centre |

(Pusat Pelatihan Ekspor‘lndonesia). o
The Center of Testing and Qua!ify Control : CTQC '
:(Pusat Pengujan _Mmu Barang)

Clean River Prdgram

- Perseroan Terbatas

- Power Take—out

Science and Technology Developnient Ceitfer

Center for Indusirial Standardization

_(Pusat Slandar‘disasi'In’d@slri)



Qc

R&D
RDE
REPELITA

RIHS

RNAM
SEM
SGS
stl
SIR
SIRIM
SISIR
SITC
SKD
SLi
SM
SME
SNI

SP
SPCC
SPCN
SPLN
SPM
S0C
SROA
S8
SSN
S/w
TC
TELEKOM
TIG
TKSI
TQC
TV

Quality Contro}

Research and Development

Research Development and Engineering Services
5 Years Development Plan

{Rencana Pcmbangﬁnan Lime Tahunan)

Research Instituie for Human Settlement

{Pusat Penelitian dan Pengembangan Pemukiman)
Regional Network for Agricultural Machinery
Scanning Eleciro Microscope

Societe General de Surveillance

Standards of MOI

Stundards of MOT

Standards and Industrial Research Institute of Malaysia -
Singapore Institute of Standards & Industrial Research
Standard International Trade Classification
Semi-Knocked Down

Standar Kelcnagalis'!rikan

Sertifikat Mute

Small and Medivm Scale Enterprise

Nalional Standard of Indonesia

{Standar Nasional Indonesia)

Ministry of Commerce Standards

Cold-rolled Steel Produc.l

Ministry of Mines and Energy

PLN Standard

Surat Pernyataan Mutu

Statistical Quality Control.

.Sucofindo Register for Qualily Assurance

Singapore Standards

National Standardization System
Scope of Work

Technical Committee
Te]ekomun.ikési Indonesia _
Tungsten Ineri Gas Welding -
Steering Committec

Total Quality Conirol

Television

—vi =



uL
UK.
U.S,
VCR
WG
YIDNI

Underwriters' Laboratories
United Kingdom

United State o_f America
Video Cassette Tape Recorder
Working Group

Yayasan Dana Narmalisasi Indonesia

- vii -






Table of Contents

Executive Summary

Summary
1 Background, Objective and Scope of the Study ..o S-1
1.1 Background and ODJCCHYE OF the SUAY 1vvvveseveeeeserescesrensesiisesssermssessseesissessssceses S-1
1.2 Scope of the Study.......c..co... i e e e s e s s es bR bbb S-2
2 Industriai Development in Indonesia and Target of Industrial Standardization
“and Quality Control Promotion............ccerereeseees TR etrtrr b ns S-4
2.1 Industrial Development in Indonesia and its Development Plan.......c.occvieecenennns S-4
2.2 Target and Strategy of Industrial Standardization and Quality Contro}
Promotion......ccoceveee. S OO SOV P PTPI SOOI POP S-7
3 Qutline of Industrial Standardization in Indoncsia and Issues for Promotion .......... S-21
3.1 Industrial Standardization ....... OO OUPPOUTPOTRUt S-21
3.2 Testing and Inspection SYSIEM.....ouviiiriciiiiiiii s S-28
3.3 Calibration System Related to Industrial Metrology ......oocmeiniiinsisicssnnnns. S-31
4 ‘Current State of Quality Control Promotion and Major Issues in Indonesia ............ S-33
5 Program Recommendation for Industrial Standardization and Quality Control
PrOmMOtION «ccvviniiiversmnsisniiisnniesiss et esssssassassesas bt as s S-38

Thrust 1: Improvcrriént of Quality of Life and Quality Consciousness through

the Implementation of the Certification SyStemm. ..o S-3%
Thrust 2: Improvement- of Operating Efficiency of Manufacturing Industry and

- Promotion of Industrial Dccpcning thrbugh Increased Dissemination of

Standardization and Quality Control.............. everreerrresnisserrate s esrssrenresaan e s e beb .. S-40
Thrust 3: Improvement of System for Standards DcchOpmcnt and :

‘Dissemination to Meet the Demand of INQUSITY ........evmncissnmnsrssemssssnsnessnnn 345
Thrust 4: Establishment of an Intcmatnonally—Recogmzcd Accreditation and

Certification System........c.oooveuuec, e se st sarasnsrersbesssnsennse e D=4
Implementation SUBEESHONS ..ivviiiriieiniee s s S5-49






Executive Summary

1 Industrial Development in Indonesia and Target of Industrial
Standardization and Quality Control Promotion

Direction of Industrial Development

Under PIP II, the industrial scctor is positioned as a central force of economic
development, and REPELITA VI, which is the first-five year development plan of PIP 11,
sets the major goal of industrial development in "the industrial sector restructured and
soundly established." In the development plan, it was recognized that a powerful and
modem industrial sector can be achieved solely on the foundation of the powerful
technical capability and the reliable economic system.

The restructured and sound industrial scctor is characterized by the strengthening of
linkage among upper, intermediate, and lower streams of the industries, large, medium,
and small-sized industrics, traditionat industrics, and the industrial and other sectors of the
€Conomy.

To ensurc the successful and sustainable implementation of the promotional strategy,
bottom~up innovation of the industrial sector is called for. Major innovation needed from
the technological viewpoint are as follows:

1) To improve productivity of the existing industries suffering from inefficient and high
cost operations, and to raise their product quality and performance to an internationally
competitive level;

2) To strengthen inter~and—intra industry linkage by improving the quality and
technology of local industries; and

3) To expand product exports including components and parts by establishing
reputation of Indonesian products in the export market.

Target of Industrial Standardization and Quiality Control Promotion
For the successful promotion of industrial standardization and quality control,
measures are necessary in pursuing the following situation:
1) Quality control that brings productive results to the production and distribution
system is accepted industry—wide
2) “The industries spontaneously participate in the development of standards to
accelerate the development and updating of cffective standards that meet levels



required by the industrics, and standards become the basis of quality control?,
3) Quality control methods and certification systems used in Indonesia become
internationally recognized.

2 Present Status and Issues of Industrial Standardization and Quality
Control Promotion

2.1 Industrial standardization

Present SSN System

The standardization projects were operated by each government agencics
independently in the past. In 1984, with the establishment of DSN (Dewair Standardisasi
Nasional; Standardization Council of Indonesia), activitics for unified national
standardization was Jaunched with SSN (National Standardization System).

Primary components of the SSN project in Indonesia include the establishment of SNI
standards and their application. Implementation of SNI is driven by various mechanisms
including the SNI marking (certification) system. The SSN system also covers the
metrology system. Based on the original schedule, the system should have been
inaugurated on April 1, 1994. However, in consideration to the status of preparation by
ministries and agencies serving as technical institution, DSN's Plenary Meeting on March
22, 1994 approved the extension of the transition period up to March 31, 1995.

Major Issues on Standardization

The SSN is in the suspension period, during which laws, institutional arrangement,
organizational structure, manpower, and facilities and equipment are set up for official
implementation. However, it will take considerable time until the envisaged system is
totally established, as various activities are undertaken including (1) preparation of
guidelines and operation manuals, (2) establishment of required facilities and equipment as
well as ensuring availability of manpower, and (3) implementation of institutional setup
required for operation of the system, efc.

Further, there is a need to review the basic stances for promotion of standardization
and rationalize it to make the process simple, possible for prompt implementation, and
with substance, by taking into account the following points:

Y Apart from national standards, in-house standards as well as association standards are also used for quality
control; the promotion of these standards should be emphasized as well.






Chart 1: Summary of Present Status, Recommended Measures and Programs

Present Status and [ssues

Recommended Measures to be Undertaken

fResponded Programs Hecommended

1{213|4[5]6[7i8|9]1i0
(1) Standardization
1) Overall aspects for 1) Establishment of standardization system which contributes to 1) Define standards as opposed to regulatory measuics X
standardization improvement of industrial efficiency with separation of regulation 2) Reappraisal of total system for standardization in view X X1 X
from standardization project of streamlining and simplification of the system e
and transfer of authority . )
3) Increased involvement of industry in standardization X | X X X
4) Rationalization of standards development by x X
adoption of international/foreign standards for :
o ___draft SNI _ "
2} Delay in preparation of the sysiem for implementing under SSN - Reappraisal of total system for standardization in view s X
of streamlining and simplification of the system K
_ and transfer of authority .
2) Standard development/revision 1) Insufficient understanding of needs of users of standards, and insufficient —  Standard development reflecting to needs of X1 X CX-
reflection of it on standard development industry with their increased involvement
2) Acceleration of standard approval process 1) Define standards as opposed to regulatory measures 2.4
2} Reappraisai of total system [or standardization in view TR XX
of steeamlining and simptification of the system B
and transfer of authority e
3) Dissemination of standards 1) Insufficient utilization of the national standards in industry
a) Common use of foreign standards by leading and middie standing 1) Standards development reflecting the needs of industry X
companies due to requests from their users and foreign partners 2) Establishment of systen for standard dissemination “ X
b) Insufficient development of standards particularly in the basic and common areas 3) Dissemination of QC with "KAIZEN" concept X
c) Insufficient understanding of needs of users of standards, and insufficient
reflection of it on standard development
d) Insufficient QC due to lack of *KAIZEN" (or continuous
improvement) concept by the middle standing companies
e} Insufficient OC practices by SMEs
2} 1ack of adequate dissemination activities of standards 1) Establishment of system for standard dissemination
2} Establishment of national commendation system for
R standardization promotion ]
4) Certification system 1} Insufficient utilization of the existing system in industry 1) Improvement of the system to reflect the needs of industry X | X k.4
2) Implementation of advertising activities on usefulness of certification XX X
2) Insufficient confidence of industry and consumers on the existing certification system 1) Improvement of general confidence on the system XijX X
through full enforcement of the system in the )
priority areas S
2) Disclosure and publicizing of procedural rules TR
1) Implementation of advertising activities of uscfulness of certification X1 X .4
3} Delay in establishment of the system including that of accreditation — Full development of the system focusing on the arcas of priority X1 X X
4) Insufficient testing and inspection system for full enforcement of the certification 1) Full development of the system focusing on the areas of priority X| X X
2) Modification of the testing system to make use of X
the facilities available at the manufacturers . Lt
5} Need for establishment of certification and acereditation system recognized internationally 1) Reappraisal and full enforcement of the existing KX
certification and acereditation system -
2} Promotion of mutual recognition of certification X
with forejgn certification body i
(2) Promotion of quality control 1} Insufficient quality awareness of industry and general consumers — Improvement of awareness of need for OC through X

full enforcement of cenification system

2

Insufficient practice of "KAIZEN" under the prevailing QC

Establishment of center organization for promotion of QC
Provision of motivation and nurturing system for
manpower development for QC undertaking L

3)

Lack of adequaie manpower for implemeniation of QC and lack of expertise on the QT method

Establishment of center organization for promotion of QC
Provision of motivation and nurtering system for
manpower development for QC undertaking

4)

Need for improvement of technological level and promotion of
inter—and—intra linkages of industry through dissemination of QC
among SMEs

Establishment of center organization for promotion of QC
Development and dissemination of QC system
specifically designed for SMEs

Provision of motivation and nurturing system for
manpower development for QC undertaking

X x| XX XX

(3) Testing and inspection system |- Insufficient updating of testing facilities of testing institutes in the public sector e
a) Difficulty in full undertaking of certification testing 1) Full development of the system focusing on the areas of priority ¢
1) Difficulty in meeting the demand for testing from industry which is eritical for QC practices |2} Modification of the testing system to make use of
the facilities available at the manufacturers
(4) Calibration system 1) Need for prompt implementation of calibration system planned
related to industrial 2) Expansion of calibration capability responding to the demand

metrology

increase and technology advancement
a) Respond io increased demand for the calibration

b) Expand calibration capacity for derived quantilies

¢) Establishment of iraveling calibration system providing

Note: Shaded items show the major targets under the respective recommended prograns.













1) Standardization is a major driver for rationalization and streamlining of production
activitics as well as simplification of trade. It is a process enabled by producers,
distributors, users, consumers, and other persons in a neutral position. It has an
ipherent infernational perspective, and provides a technological base that promotes
cconomic exchanges on a global scale.  From the producer's perspective,
standardization is a powerful engine with which to drive broad based reduction of
production costs and the improvement of corporate performance. These can be
achicved in a varicty of ways, including the improvement of production yield, the
decrease in the number of customner claims, savings in raw materials and other inputs,
reduction of per-unit energy consumption, rise in opcrating rate, and the improvement
of labor productivity. From the context of the government, standardization should not
be viewed as mere regulatory measures. Rather, it should be promoted as a vehicle for
industrial development and economic growth.

2) While the government is expected to take initiative at the initial stage of promoting
the standardization project, government-led standardization efforts alone do not
produce a desired result, and do not lead to an increased awareness of it. The national
standardization project needs to be aligned with promotional projects at different levels
including (1) international standards, (2) national standards, (3) association (industry})
standards, and (4) company standards. In essence, standardization should result from
concerted efforts involving the participation of industries and companics in the
national standardization project and promotion of standardization within each company.

3) At the same time, international standards can be used to spearhead standardization.
Their effective use helps to transfer technology subject of international standards, and
can save costs related to the development of national standards.

2.2 Development of testing and inspection system

The existing testing and inspection system operated by the public scctor is inadequate
in general, in that the facilities and equipment are not updated, and manpower training is
not undertaken sufficiently enough to enable the system to keep pace with the progress of
industry. The development of the testing and inspection system, however, should be
implemented according to priority on areas most cxpected by the industry.

Further, the present system does not have defined functions for the relevant testing and
inspection instifutes, such as research and development, technology guidance, and testing
and ihspcction. Analysis of the demand for thesc functions, and the corresponding

assignment for these of testing institutes are very important to enhance the system.



According to the manufacturer questionnaire survey, demand for outside testing
service is not very high. By field, the highest percentage of the companies responded is
seen in the mechanical area (32%), followed by the chemical ficld (29%), and electrical
and physical ficlds, 14% cach, respectively.

By subsector, the ceramic construction material industry (in the chemical field)
accounts for 68% of the total, mainly due to unstable quality of raw materials. Then, the
agricultural machinery and metalworking subsectors (in the mechanical field) follow with
the respective percentage shares of 47% and 43% of the total responding companies.

Along with the development of testing and inspection system according to the demand
for contract testing analyzed in the above, the accompanying development of that for
certification system should also be promoted in view of ensuring product safety and
quality, particularly in the fields of clectrical and electronics, since the coverage of
existing testing and inspection institutes is weak in this area.

23 Calibration system related to industrial metrology

The industrial metrology system is in the process of transition to a new system. The
calibration system under the new system has not been established. The National
Calibration Network (JNK) however, is organized by KIM~LIPI as its core organization,
and 19 research institutes under the government, universitics, as well as private
organizations. Each member organization performs calibration service in each field of
specialization.

Actual calibration practice of the manufacturing sector, however, indicates that the
calibration system does not work as intended. Large companies and foreign—affiliated
companies requiring high levels of accuracy use calibration service of KIM and JNK
member organizations only for general measuring instruments.

For measuring instruments that cannot be calibrated by KIM, working standards are
owned fo ensurc proprietary calibration service. However, many working standards are
not properly calibrated. Foreign-affiliated companies use foreign calibration
organizations or calibration service furnished by original equipment suppliers.

There is sizable demand for calibration, According to the manufacturer questionnaire
survey, 48% of the respondents use calibration organizations of various types. The
percentage varies greatly among the subsectors, ranging from 39% for the
automobile/automotive parts industry to 64% for the ceramic building material industry.

Given the anticipated industrial development in the country, calibration demand is



expected to grow, and require diversification of calibration fields and increase in

calibration capacity. Also, gcographical expansion is expected.

24 Promotion of quality control

As for the obstacles to implementation of quality control systems, more than 45% of
the responding companies cite the lack of knowledge on quality control methods. The
second largest factor is the lack of manpower required to introduce QC systems (40% of
total).

The most serious problem for the promotion of quality control in Indonesia, is the lack
of an organization which is responsible in developing quality control methodology suitable
for Indonesia, and disseminating it in an organized and continuous basis. In addition, the
development of quality control system applicable to small and medium scalc enterprises is

a nccessary aim in this regard.

The insufficient understanding on the basic concept of quality contro] also scrves as 4
bottieneck to its dissemination among Indonesian industrics.

Dissemination of quality control not only helps rationalize production activily of
individual companies, but also contribute greatly to the structural development of the
industry as a whole by fostering suppliers of reliable raw materials and parts. Structural
development of the industry in the entire production system creates or boosts availability
of raw materials and parts from local suppliers, which previously had to be imported or
manufactured in—house.

Quality control is closely associated with standardization in the following two areas: 1}
the improvement of technical standards and methods, and 2) the improvement of quality
control fechniques. Quality control uses standardized technical standards and methods to
improve and stabilize the quality of products, raise product yield, and increase productivity,
and such standards and methods can be applied to shop floors and distribution channels.
At the same time, strict enforcement of quality control visualizes the need for further
standardization. This means, for quality control to start from efforts toward compliance
with established standards, national or international, and then going beyond these. It must
aim at meeting consumer needs and quality requirements, both in the present and future.

In view of the above, the government should also make further efforts to promote
quality control particularly by the following points:

1) Establishment of center organization, which undertakes research on quality control
technology suitable for the country, and disseminate thesc on the basis of well



organized long—term dissemination plan.

2) To make usc of resources available in the country, qualified quality control
instructors should be registercd at an appropriate organization either from private
companies, government agencics, rescarch institutes, or academe.

3} To establish or improve general access to information related to quality control.

4) To develop and disseminate quality control systems that are viable for small
enterprises to implement.

3  Strategy for Industrial Standardization and Quality Control Promotion

The following arc the required strategies for promotion of industrial standardization
and quality control (Chart 2):

(1) Dissemination of standardization and quality control among industries

1) To focus on creation of incentives: The certification system is expected to play a

critical role here. In particular, this will result in the following:

a) They will be able to recognize the importance and effectiveness of industrial
standards in production and distribution arcas.

b) They will have the incentive to develop required standards (in the form of internal
standards or industry standards) by themselves.

¢} They will be motivated to participate spontaneously in the development of national
standards related to their industries.

d) Revision of the existing standards according to industry's needs and the
development of new standards will be encouraged, thereby increasing the value of
standards.

e) On the other hand, the establishment and operation of the effective and reliable
certification system will help raise quality awareness among consumers, and creafe an
environment that will urge the industries to prioritize quality. '

2) The concept and methodology of quality control conducive to the improvement of
operating cfficiency need to be disseminated to industries, particularly among
foreign—affiliated companies and local large and medium-sized companies. This will
produce the following results:

a) The industries will be able to rationalize their operation; and

b} The industries will recognize the value of standards as the basis of quality control,
and will be encouraged to reflect their needs in development of standards,



uoiowoid NP PUE USKEZIPJEPUE]S [eLISNpUl 10} siutod o1BsieRg .

uonowod D pUB UCREZIpJEpUE]S jeujsnpul Jo jabie]

1abue) awidoaap _mr«msuc_D

podxa

urSAUOPY] Uo
o {RUORELANL
10 WRHLBAO.W]

I:'I W dEtessuyspnpod o —

safmjui] ARSnpUL

=1l Ul asealau

equipue el

sagsnpu:
(220} Jo Ayenb
pue ABojouljaey
30 JusLIdA0IdLY|

Y

ssousannadwoo
puE Asuaale
feisnpul

10 JstuoAIdW]

——
_ fasopu o

T

Lo RIS
§ SPLEPUNIS WRIRaLORU]
uo Asnpu; jo
uoneERcim paskasu]

| mawRAoA peseU
| RedORUE WRIEAS

| NeWdS@aASR SPIEPUTIS
|

|

[ spaau sAusnpul

g} Buipicooe

SpiepUEls
Kagopu jo I JO UOISIABY
uonedanred anssasste |
s spEpeE | aldoeaep
Jopaudomasp spiepuls
SNONUILICH B FAGRY .,ll'- o Ansnput
Jo spasu 10aleN

Ansnpul
1o} Uofeaynas

'ﬁ Jo ssBuIryesh

Uy aseasu|

'

uogowo.d _
oD snonuguos |

pue ORRWIRISAS |
i

uonoLWold HD PuL uoyeZIpIepUERlg
[euisnpuj o) ABajens aiseq :Z UeYD

wayshs
uogesyned
o Agenad

Yum FouEduicy
ul Apouns eale Apoud
U U UoERIN0
{0 vopradQ




(2) Enhancement of system to promote standardization and quality control:

1) To create an organization that facilitates the development of standards according to
industry needs. Such organization should be empowered to rationalize the standards
development and updating process, and to provide casy access to industries and their
participation. The following results are expected;

a} The move to establish and updatc standards will be unleashed, while their use w1ll
be encouraged to raisc public awareness on their usefulness;

b) As a result, the industries can and will reflect their needs for future development of
standards on a continuous basis.

2) To establish an organization and structure that will initiate quality control drives at
the national level, enabling the promotion of quality control in a systematic, organized
and sustainable manner.

3) To make the standardization and quality control system of Indonesia internationally—
recognized. The following results will be produced:

a) Expectation of the industrics in the Indonesian standards and certification system
will rise encouraging their participation in the standardization process.

b) The frequent use of standards by the industries will help align the standardization
process with industry needs.

4 Program Recommendation for industrial Standardization and Quality
Control Promotion

(1) FOR SUCCESSFUL DISSEMINATION OF INDUSTRIAL
STANDARDIZATION AND QUALITY CONTROL TO THE INDUSTRIES

Thrust 1: Improvement of Quality of Life and Quality Consciousness

through the implementation of the Certification System

Product quality most recognizable by consumers is related to safety of product in its daily use.
By implementing a reliable product certification system that covers safety aspects, guality
awareness of consumers can be raised and in turn, will work as a leverage to urge manufacturers
to take quality control initiatives. In the process, the effect of the certification and marking system
will be realized. Positioning of programs under Thrust 1 within the overall plan is shown in
Chart 3.
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Chart 3 : Industrial Standardization and Quality Control Promotion and their Contribution to Iindustrial Development
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Program 1: Introduction of a certification program for automotive
replacement parts related to safety

Automotive spare parts arc generally purchased directly, and fitted cither by
consumers or repair shops. While sparc parts supplied by auto makers are manufactured
according 1o safety standards established by cach manufacturer, thesc are mere copies of
genuine products that are also distributed in the market. Such parts, when installed on cars,
create a risk of accident that endangers mot only drivers but also other vchicles and
pedestrians, The risk involved becomes very serious if an imitated component is related to
safety of vehicle driving. Thus, it is meaningful to introduce a product certification
program for parts that are widely distributed in the after market.

Program 2: Introduction of safety mark certification program for home
electrical appliances

Genesal consumers tend to select home appliances based on price rather than quality.
However, some products in the market do not meet minimum safety standards and have a
risk of endangering life and property caused by electrical leak and overheating. To
eliminate products not complying with safety standards from general distribution, the
introduction of product certification program is recommended for widely-sold home
appliances that require safety precautions and can easily be copied.

Thrust 2: Improvement of Operating Efficiency of Manufacturing Industry
and Promotion_of Industrial Deepening through Increased
Di_ssemination of Standardization and Quality Control

At present, the primary objective of industrial standardization and quality control promotion
in Indonesia is to build the foundation of the industrial sector for sustainable development in
future by improving its operating efficiency and promoting inter—industry linkage. Among the
diverse types of enterprises in the industrial sector, foreign—affiliated companies, joint venfures,
and local companies having foreign partners or exporting their products are fully motivated to
work toward industrialization and quality control, as these are essential efforts in surviving
through a highly competitive environment.  Thus, the standardization and quality control
promotion program for these enterprises should limit its support to areas where difficulty is faced
on an individual basis. On the other hand, small and medium-sized enterprises operating in the
much less competitive environment must be motivated by more focused encouragement measures.

This section recommends: 1) the establishment of a program to support quality control efforts of
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the overall industrial sector, which consists of a) the quality system consultant registration scheme,
and b) the quality control personnel fostering program; and 2) the development and dissemination
of the quality system certification scheme for small-and-medium~sized enterprises with 4 view to
disseminate quality awareness and quality control practice according to conditions of these

enterprises.

Program 3: Development and dissemination of quality system
certification scheme specifically designed for small- and
medium-sized enterprises

At present, there is a marked difference in the technology adopted and quality Jevels
between two distinguished groups of companies, local-small-and-medium-sized
enterprises on one hand, and joint ventures, local companies having foreign partners, and
local large enterprises on the other. The difference is accounted for by the fact that the
latter imports raw materials and parts which are also available from the former. Clearly,
the improvement of the quality of products supplied by small-and-medium-sized
enterprises holds the key to the balanced development of the industries as a whole. Yet,
implementation of the quality control system by smaller enterprises is difficult in many
respects, particularly in educating managers and employees in understanding the need for
quality control and its effect, dissemination of quality control methods, and fostering of
quality contro] personnel. The program is in recognition that full-scale implementation of
quality control under ISO 9000 scries is very difficult for small- and medium-sized
enterprises. Instead, it promotes adoption of the quality system which targets achievement
of 60-70% of thosc in ISO 9000 series, and designed to serve as the first step to facilitate
the upgrading to higher levels.

Program 4: Establishment of registration scheme of quality system
consultant

When enterprises intend to establish the quality system based on the ISO 9000 series,
they mostly use outside consultants, since they rarely have their own staff with adequate
expertise and experience. This program aims to eliminate availing the services provided
by incapable consultants by means of registering only those who have adequate experience '
and cxpertise. This will facilitate the search for qualified services of the quality system
based on the ISO 9000 series.

This scheme is considered to serve as an effective motivation in nurturing capable
-consultants by giving them opportunity for the involved activities,
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Program 5: Establishment of certification scheme for quality control
officer in factory

The current SNI certification scheme assumes quality system certification as one of its
requirements. The companies which are certificd, have to maintain the quality sysiem not
only application. Thus, they have to have morc than one quality control officers, who
have the expertise, and are expected to be the core staff for quality control promotion.

On the other hand there arc many companics which are aware of the importance of
quality control, but do not implement it because of the lack of quality control staff with the
necessary expertise and experience.

This program provides the system that aims to assist in nurturing the quality control
staff by defining the dutics and qualification of quality control officer, taking into account
their important role in quality control implementation.

() FOR ENHANCEMENT OF SYSTEM FOR PROMOTION OF INDUSTRIAL
STANDARDIZATION AND QUALITY CONTROL

Thrust 3: Improvement of Svystem for Standards Development and
Dissemination to Meet the Demand of industry

Under the present system for development of standards, each standard is deliberated upon
during DSN’s general meeting, after having been approved by related ministries. In essence, the
system is designed to establish standards utilizing a very elaborate process. This is not
complementary with the current state of national standards development in Indonesia, where
standards meeting the needs of the industries must be developed and disseminated quickly. To
meet such demand, the following program intends 1o create an adequate structure for development
and dissemination of standards allowing accelerated participation of user industries and their

timely development in accordance with actual needs.

Program 6: Preparation for rationalization of standards development
process

To ensure that the development of standards proceeds by reflecting industry nceds,
basic policy directions including the concept of the standardization project, its legal
authority, organizational refinement, and other fundamentals should be clearly defined.

This is a prerequisite action for further improvement of the system while checking whether
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it is founded on the following common groundwork:

1) Standardization contributes to rationalization of industrial operation, improvement of
operating cfficiency, and simplification of trade, rather than being used as regulatory
measures.

2) The national standardization project can be successfully implemented only on the
basis of established standardization efforts at the corporate level and the development
of industry standards founded on such efforts.

The program entails the following actions in undertaking the above arrangements.

1) Reappraisal of the basic concept of standardization.

2) Simplification and strcamlining of standards development and operation of
organizations and procedures.

3) Early implementation of the existing plan to increase representatives of industries in
the (standards development) technical committee.

Program 7: Establishment of a system for enhancing standardization
and quality control promotion

A system that plays a central role in the promotion of standardization and quality
control will be established. The system will materialize a structure that will develop
standards reflecting the industry nceds in a timely manner, as assumed under Program 6.
On the quality control front, the system will lead in the preparation and implementation of
QC promotion at the national level.

At present, SNI is not well appreciated among industries, and its use is limited to a
relatively small number of companies. The certification system can serve as cffective
means to urge manufacturers to comply with standards. By the same token, quality control
is a power vehicle for the promotion of SNI. Further, it is recommended to establish a
national commendation system for companies and individuals to help motivate company
employees in taking and maintaining standardization initiatives.

Program 8: Diversification of standard drafting process for increased
involvement of industry

The Ministry of Industry which controls approximately 70% of SNI standards, plans to
devclop 500 draft SNI standards annually, through R&D institutions and regional institutes
under BPPL. The program proposes to rationalize the draft standards development system
which involves substantial amount of work, including maintenance work covering- the

review and revision of SNI.
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Program 6 is designed to set forth the legal foundation for the rationalization and
streamlining of the standards development process. This program focuses on the
establishment of an actual system and structure that will rationalize and streamline
standards development. The basic direction presumed in the process are:

1) Adopt international and foreign standards into national standards as much as
possible, and limit the arcas where the Indonesian original standards are developed.
This will reduce the burden for standards development.

2) Divert the drafting and reviewing work of SNI to various organizations such as by
entrusting it to industrial associations, cte. This will also be useful also in reflecting
the opinions of industry in standards development process.

Program 9: Increase in public confidence on product certification
system

The certification system is a very cffective instrument for the promotion of
standardization and quality control. In Indonesia however, it is rarely adhered to except in
the case of industrial electrical equipment industry that is required to obtain certification
for products procured by PLN. This is because: 1) the present certification system is not
well known among consumers and users and thus, is not widcly used by industries; and 2)
because of insufficient operating rules including mandatory certification, the system is not
fully relied on. This program intends to develop the certification system into one that meet
industrial needs and widely used among the related industries.

Thrust 4: Establishment of an Internationally Recognizable Accreditation
and Certification System

Program 10: Promotion of international mutual recognition of
certification system

With the assessment and registration of the quality system under ISO 9000 series
becoming a global phenomenon, attention is also raised demanding the mutual approval of
the system under a bilateral or multilateral arrangement. This move, if successfully
pursued, will further unlcash market globalization.

Nevertheless, mutual certification on a bilateral basis involves various special factors
in addition to a standard form of mutual approval at an international level, and thus, it
would be very difficult to achieve, unless there is an internationally~recognized national
system,

The program is designed to achieve the goal of bilateral mutual certification through
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the following steps:
1) Reappraisal and full enforcement of the existing accreditation and certification
system based on the ISO/IEC system.
2) Promotion of joint assessment and mutual surveillance with foreign certification
body.

Implementation Suggestions

(1) Implementation plan and steps
Chart 4 shows the suggested implementation plan.

(2) Overall Coordination/Monitoring System
The programs arc closely related with cach other, so that their coordinated
implementation as well as implementation of individual programs is critical in producing
the successful result. To this end, a system should be established to monitor the overall
progress, make adjustment, support and recommendations as required or exccute
program improvement.

(3) Foreign Technical Support
These programs arc assumed to be implemented by the existing organizations with
existing facilitics and manpower, as they might be reorganized, cxpanded or improved.
The effect and efficiency of executing these programs can be maximized by obtaining the
collaboration of industry sectors and the academic community. In Indonesia, however,
industry sectors have insufficient cxperience in standardization and quality control
promotion, and do not have sufficient key personnel that can manage the proposed
programs and their implementation. Alternatively, reference to overseas experience in
undertaking the similar programs, and obtaining support of experienced foreign experts
will be effective, particularly in the following areas:
1) Program 1: Introduction of certification program for automotive replacement safety
parts :
Reference to foreign experience in the selection of products to be certified, and
establishment of standards (e.g. “Quality Automotive Parts Certification Scheme” by
JAPA (Japan Automotive Parts Dealers Association), and Transportation Ministerial
Decrees of Japan regarding safety standards for vehicles, etc.)
2) Program 2: Introduction of safety mark certification program for home electrical
appliances

a) Reference to foreign experience in the sclection of products to be certified, and
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Chari 4: Suggested implementation Plan

Oreder of
precadence

Year :

1st

2nd

3rd

4th

5th

Program 1: Introduction of certification program for automotive

replacement safety parts

1) Study & sefection of autormative replacement pars

2} Developmert of standards for the paris

3) Development of testing/ins pection system for the scheme

4) Start of operation of the cerlification scheme

Program 2: Introduction of safety mark certification program for home electrical

appliances

1} Selection of home appliances for the certification

7} R&D and developrment of standards for the appliances

2

Legislative preparation for the regulation (%)

4] Development of testing/inspection system for the sch;n—'ne

5) Start of operation of the certification scheme

i

Program 3: Development & dissemination of quality system

certification

scheme spec|

ifically designed for SMEs

1) Design of QC system suitable for SMEs

2) Organizalional setup for promotion of the system

3} Start of cperation of the certification scheme

Program 4: Establishment of registration scheme of

sultant

1) Setting required qualification for registration

quality system co

2) Preparation for operation of the scheme

3} Start of operation of the scheme

i

Program 5: Establishment of certification scheme for quality control o

cer in factory

1

Lo

Setting qualification for the QC officer

2) Establishing detail procedure for operatlonof -the scheme

. |

3) Preparation of fraining course for the candidates

4} Preparation for the certification examination

§) Starl of the scheme operation

Program 6&: Preparation for rationalization of standards development pr!

DCESS

1) Reaching consensus on scope of standardization project

2) Legislative preparation for simplificalion of standards develcpment

3} Change in crganizational setup widelegation of authority

4

Establishrment of operational procedure

5) Gornpletion of the preparation for ratiomlizat%m

A

Program 7: Establishment of an crganization for enh

ancipg st

mdardizqtion and quality control

1) Formulation of a prospectus and an operation plan

)|

2) Establishment of the organization

K

Program 8; Diversification of siandards drafting process

for icreased HWOIVement of industry

2} Prometion of QC

<

mgy

3) Encouragement of association starkfards and involvement of industry

o

b i

Program 9: Increase in public confidence on product certification system

1} Change in the scope of system to limit fo voluntary cestification

2} Review of the ftems based on the above

3) Revision of testing labo accreditation scheme

4) Training program for quality systern certification S

Program 10: Promotion of international mutual recognition of certifica

lfon system

1) Review of the existing system based on ISO/IEC system

— |

2) Complete operation of the system according to the above guideling

K

3} Joint assessment and mutual survellance wioreign certification body
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establishment of safety standards (e.g. “Elcctrical Appliance and Material Control
Law” of Japan, and IECEE-CB Scheme, etc.)
b) Technological transfer rcgarding design and operation training of
testing/inspection laboratory for the certification
3) Program 3: Development and dissemination of quality system certification scheme
specifically designed for small-and medium-sized enterprises
Reference to foreign experience in development of the system (e.g. QIP (Quality
Improvement Practice) in Malaysia, dissemination of TQM among SMEs in Japan,
etc.)
4) Program 7: Establishment of a system for enhancement of dissemipation of
standardization and QC promotion
Reference to foreign cxperience regarding the activities and financial performance of
similar organizations/systems (e.g. Japanese Standards Association, etc.)
5) Program 9: Increasc in public confidence on product certification system, and
Program 10: Promotion of international mutual recognition of certification system
Technological transfer regarding review of the existing system and its improvement
to ensure complete implementation |

(4) Suggested plan for integrated implementation of the programs

Following recommends integrated implementation plans of the above programs in
consideration of the it relationship, and the possible organizational setup for
implementation. It consists of two plans. Both of these integrated implementation plan
assume the precedent implementation of Program 6,

The main theme of the first integrated implementation plan is increased involvement
of industry in standard development and enhancement of dissemination of standardization
and quality control. The plan is to implement in an integrated manner Programs 3, 4, 517,
and 8 in addition to Program 6, The plan may be undertaken mostly by the existing
organizations with existing facilitics and manpower, but with reorganization and
expansion/improvement if necessary.

Following shows the programs included and the relationships among them in the plan.
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Chart 5: Suggested Plan for Integrated Implementation (1)

DSN

Program 6

and mandalory
certification

PUSTAN, MOI

Separation of voluntary

Establishment of an |

Program 8

Diversification of

Program 7 ofganization for .
standardizatiovaC | TT T «p~| standards drafting
dissemination process

Program 3 % Program 4 ‘

Program 5 *

Certification scheme
of QC officer in
factory

Registration scheme
of quality system
consultant

Quality system
designed for SMEs

( ) Programs closely related to the suggested implementation plan.

The sccond implementation plan is the program group, the main target of which is to
ensure public confidence on standardization project and certification system through their
complete implementation, and to realize international mutual recognition of the
certification system. It focuses on Programs 2, 9 and 10 assuming Program 6 as a
precedent program® . The plan is the one for which technological transfer from the
experienced foreign countries is effective if available, though the existing organizations,
facilities and manpower are the essential factors for their successful implementation.

“The following shows the programs involved and the relationships among them. For
the effective promotion of standardization and quality control in the industrial sector
through implementation of this program group, implementation of other programs
designed to promote quality control, becomes indispensable.

3 program 1 was excluded from these plan since it Tequires study on distribution of automotive parts, and analysis
of antomotive accident statistics in advance. Further, the program is expected to be implemented in a manner
similar to Program 2, '
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Chart 6: Suggested Plan for Integrated Implementation (2)

PUSTAN, MOI

Revision of testing
procedure required by
the certification scheme

Program 9

Program 6

DSN o

Saparation of voluntary
and mandatory
certification
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Program 10
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based on ISO/NEC
system

Y
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Development of testing/
inspection system for

the scheme

i

Ensure testing/

,.._.»

inspection systemn
for the scheme
Program 9

Y

Complete operation
of the system

'

Further action for
inti mutual
recognition

DG, MO

Setting priority on the
—4e| products for certification
scheme

I B

| Study on distribution
‘| of home appliances

Progra

Selection of home
appliances for the
certification

Legisiative
preparation for the
regulation

standardization and QC

Program 3 Cerification scheme for
QC officer in factory
Program 4 Davelopment &
dissemination of quality
system for SMEs
Program & Registration scheme of
quality system
Program 10

( ) Programs closely related to the suggested implementation plan.
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Chart 6 Suggestad Plan for Inhgratad Implemenhtion (2)
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1 Background, Obiective and Scope of the Study

1.1 Background and Objective of the Study

~ The Republic of Indonesia has started its second long~term development plan (PIP II)
in 1994, and will end by 2018. The first PIP (25 years, from 1969 to 1993) is considered
to serve as the stage in building the foundation for economic take—off toward achieving
sclf-reliance in the process of the country's economic development. Now, PIP II positions
itself in the take—off period.

In the industrial area, industrialization and less dependence on oil are emphasized,
with the manufacturlng Scctor being positioned as the core of dcvclopmcnt
~ REPELITA VI, the first five—year plan under PIP 1L, started in 1994 and has set forth
the objectlve of industrial development in "the restructured and soundly cstablished
industrial sector." This is in recognition that the strong and modernized industrial sector
with the ability to promote an independent and reliable economy, can be materialized bnly
with a powerful technological capabi]ity and reliable economic systcrri._ Promotion of
industrial standardization and quality control is one of the essential factors which
contributes to achicvement of this powerful technological capability.
Yet, the standardization system in Indonesia is in the middle of restructuring and is |
still weak to fully meet such industrial dcvclopmcﬁt needs.

In total while the enhancement of industrial stand.ardization and quality promotion in
'Indonesia is called for, diverse problems that cannot be overcome with by makeshift
| unprovements ona cascwby case basis is being faced. For this reason, the formulatlon of
a master plan for industrial standardization and quality control promotion at thlS stage of
development, will certainly play an significant role in its fruitful dcv_elopmcnt_

Under such circumstances, at the informa} request from the Government of Indonesia
to the Government of Japan on the Study, JICA sent a study tcam to Indonema for the
selection and verification of projects in Septcmber 1993, and a dlscussmn on_the details of
the request. Based on the result, JICA conducted a prehmmary study in December 1993 to

“confirm the contents of the rcquest and discuss study items. Then in March 1994, the
~ preparatory study team visited the country .to dlscuss thc contents of the full-scale study
on the basis of the results -of the. preliminary study, and agrecd and mgned the- Scope of

. Work (S8/W) of the Master Plan Study on Ind_ustnal_S_ta_ndardxza_tu_m_ and Quality Control

Promotion with the Indonesian Government,
" Based on the Scope of Work JICA sent a study wam consmtlng of UNICO:

. .‘._S—Tl‘



International Corporation as its leader organization, and Japanese Standards Association as
the member organization. This report compiles the results of the Study conducted by the
team. '

According to the Scope of Work, the objective of the present study is to formulate a
master plan for the enhancement of the industrial standardization system in Indonesia,
thercby_ improving the quality of the country's industrial products, and contributing to
indu_stl_’i_é] development and export promotion. |

1.2 Scope of the Study

The scope of the Sﬁ:dy is defined in the Scope of Work (S/W) which has been agreed
between the Indonesian Government and the Preparatory Study Tearn of JICA on Mdl'(.‘-h
28th, 1994, The scope mcludcs the following 1tcrns '

1. ‘To study background and relevant condltlons
1.1 Overall economic situation
1.2 Present situation of industry - _
1.3 General status of industrial standardizatxon qu_ality control; accreditation,
certification and testing and inspection ' o -
1.4 Export conditions for industrial products
1.5 Government pohcms, laws and rcguiatlons for the development of 1ndustry

2. To study present sﬂuatmn of stdndardlzanon quallty control, accredltatlon
certification and testing and inspection, and to 1dcnt1fy their problcms :
2.1 Government pohcxcs, laws and regulations
2.2 Execution systern and administrative mechanism
2.3 Administrative organizations and their functions
2.4 Testing and inspection facilities, eqmprnent and personne} '
2.5 Accreditation and certification proccss
2.6 Testing and calibration pmcess
2.7 Bducation and training ‘on standardlzatlon quahty control d&rcditatidn, '
certification and testing and inspection o
2.8 Standardlzatlon and quahty control__ln the industries

3 To formulate a master plan for the dechOpment of mdustrlal standardlzatlon and the
promotlon of quahty control '



3.1 Institutional and technical aspects of national standardization activities”
3.2.1 Overall recommendations to national standardization activities
322 Harmonization of national standards with international standards
3.2.3 Dissemination of national standards to the industries

' 3.2.4 Consolidation of national certification and accreditation scheme
3.2.5 Introduction of quality management system to the industries
3.2.6 Enforcement of certification and testing and inspection activities
3.2.7 Development of human rcs_ourcés and technology transfer

3.3 Expected effect after the master plan is formulated |

3.4 Tentative schedule of implementation

The Study covers the industrial sector. The following industrial subsectors are focused
particularly according to the Minutes of Meeting on the S/W for the Study: -
1) Electric appliances and machinery ' '
2) - Electronic appliances
3) - Autoniotive components
4) | Agricultural machinery
5) Ceramic building materials

? The following'pumbering system is based on the S/W.



2 Industrial Development in Indonesia and Target of Industrlal
Standardizatlon and Qual:ty Control Promotion -

This chapter analyzes the evolution and limitation of developmen.r of the industrial sector in
Indonesia, and discusses the indusirial development strategy and the target of mdustrzal

standardization and qualuy control promotion on the basis of such analysis.

2.1 Industrial Develbpmeht in Indonesia and its Development Plan
2.1.1 Economic growth

In the 1970s, the Indonesian economy showed relatively high growth due to stable oil
revenues. In the 1980s, gfowth slowed down owing to the decline in crude oil prices.
Uniil the structural conversion to non-oil and gas- sectors was promoted, and growth
resumed in the late 1980s, _

Nc#crthelcss, the cconomy maintained a growth rate of more than 5% throughout the
period, with an average growth rate during 25 years of the PIP I program being 6.8%.
Seven percent of average annual growth rate was estimated to have been achieved during
the REPELITA V period.

2.1.2 Changes in industrial structure

The most remarkable change in industrial structure is the relative. decline of the |
agricultural sector, rapid growth of the industrial sector and a decline of the pctroleum and
gas sector. In other words, the ecconomy has successfully accomphshcd rap1d
industrialization, as it becomes less dependent upon the oil sector. :

The share of the industrial sector in GDP rose appreciably in the 1980s, rcachmg 12—
13% in the early 80s. In 1991 it exceeded 21%

2.1.3 PJP Il (Second long term d_evélopméht program)

The PJP T period is considered as a preparation stage in the Indonesian_economic
development process in building the foundation for taking off towards economic self-
reliance. PJP 11 period is then defined as commencing the take~off process.

Durmg this period, the plan sets target economic growth rates of 6.2% in REPELITA
VI and 8.7% in REPELITA X, with an average 7% throughout the period _(6.8% dunng _



the PIP I perlod), and a quadruple of GDP per caplta .

Sector-wise, continued industrialization and less dependence in the oil sector are
emphasized. While the agricultural sector is targeted to grow at 3% in rez terms, a high
growth rate of 9% is set for the manufacturing industry, and the non—petroleum and non-
gas manufacturing sector at a 10% level. As a result, the share of the agricultural sector is
expected to be less than 10% in the final stage of PIP II, while that of the manufacturing
sector will exceed 30% .

2.1.4 REPELITA VI (6th Five-Year Plan)

Under PIP 1I, the industrial sector is positioned as a central force of economic
development, and industrial development is ckpocted to be a source of employment growth,
REPELITA VI, which is the first five year development plan of PIP II, sets the major goal
of industrial development in "the industrial sector restructured and soundly established."
This goal leads to a target under PJP II, to establish a powerful and modern industrial
scctor with the ability to promote a sustainable and reliable economy. The powerful and
modern industrial sector is understood to be achieved solely on the foundation of the
powerful technical capability and the reliable economic system. _ S

Also, the goal of restructured and sound mdustnal sector is a reflection of the
‘awareness that it requires enhancement and improvement in many respects, as the
cconomy  enters the take-off period. The restructured industrial sector, by definition,
refers to 1ndustnes which are 1) powerful 2} deep, 3) cnhanccd 4) expanded, and 5)
dispersed throughout the country. These attributes are characterized by the strengthening
of linkage among upper, intermediate, and lower streams of the industries; large, medium,
small-sized industries, and traditional industricé and the industrial and other sectors of the
| cconomy. Other factors charactenzmg the goa] are significantly high growth rates and
. ‘value added, and thc increases in employment opportunlty and export products

In view of the ébove, the follow_ing prog_ram for industrial dcvclopmcnt is formulated:

(1) Core Programs .
1)+ Development of cottage, small-and-medium mdustrles
a) ‘Human Resource Quahty Improvcmcnt
b) Devclopmcnt of Cottagc and Rural Industrlcs

- As GDP per caplta in the ﬁna] year of PJP T was USS(SSO the targét income Icvel is USS2,600, Malaysia's average
moome levcl is slightly more than US$2,000. . :

“The share of the manufactunng sccto! in South Korca and I‘mwa.n is 29% and 34%, _Iespectively in'1990, It appears that
the. plan intends to acblcve the same lcvel of mdusmalxzatmn in thesc countrics.



¢) Development of Small-and—Medium Industries
d) Development of Systems to Support Small-and-Medium Industries
2) Programs on Upgrading of Industrial Technologies
a) Development of Product and Manufacturing Technologies
b} Development of Industrial Planning and Engineering
¢) Development of Environmentally Sound Industrics
d) Transfer and Dissemination of Technology
e¢) Standards, Certification and Accreditation
3) Restructuring the Industry
a) Expanding and Strengthening Production Base
b) Development of Export-—oriented. Industries
c) Developincnt of Industrial Human Resources
d} Development of Industrial Organizations
) Expandcd Dispersion of Industries
(2) Support Programs
‘1) Environmental Control
2) Development of Information on Industrics
3) Education, Training and Counseling on Industry -
4) Research and Dcvclopmcnt of Industry |

215 Expectation for the industrial sector in economic development
and major considerations in industrial development

Under the ongoing economic dcvélogmcnt policy of the Indonesian government, the
shift to open market economy is a primary objective, and the industrial sector holds the
key to its success lhfough increased industrial exports and further promotion of import
substitution. 1In addition to these rather traditional objectives, the industrial sector in the
country is expected to establish itself as an independent and reliable sector with the ability
to drive an economy that is about to take off. To this end, the sector nceds to be improved
and reinforced in many respects. ' .

At the same time, the country's industrial development strategy envisages the attfactiori
of foreign companies in order to use their technology, .capital and market power.‘ In this
connection, it is imbortan’t to understand' how Indonesia is. positioned within - the
framework of international deployment of various industries,, . €.8.,in the establish'r’hcht of
overseas production bases by industiialized nations and the NIES In particular, with the . -
tightened labor supply in Malaysia, Thailand, and Asmn NIES due to a Tapid pacc of
industrialization in these countries, an accompanying rapid rise in salary and wage, forel_gn



companies view Indonesia as a new production base with high growth potential possessing
1) a certain level of technology, 2) a large domestic market with a massive potential
purchasmg power, and 3) abundant labor supply. Thus, future industrial development
needs to be directed to allow the coumry to use its advantages most effectively.

To ensure the 5uccessful and sustainablec 1mplcmentat10n of the promotional strategy, a
bottom~up innovation in the industrial sector is called for. Ma]()r arcas for innovation
needed from the technological viewpoint are as follows:

1) To improve productivity of the existing industries suffcring from inefficient and high
cost of operations, and to raise their product quahty and performance to an
internationally competitive level; o

2y To strcngthcn inter- and intra-industry linkage by improving the quahty and
technology of local industries; and :

3) To expand product exports including components and parts by cstabhshmg

- reputation of Indoncsmn products in the export market.

2 2 Target and Strategy of Industrial Standard:zatlon and Quallty Control :
Promotion

- 2.2.1 Target of industrial standardization and quality control promotion

‘For the successful promotion of industrial standardlzatlon and quahty control, thc
efforts are needed in pursumg the fo]]owxng '

1) Quality control that brings productwe rcsults to the productlon and distribution
system is acccptcd industry-wide.

2) The industries’ 3p0ntaneously partlmpatc in dcvclopmcnt of standards to accelerate
“the development and updating of effective standards that meet thc levels rcqu:rcd by
industries, and the use of standards as the basis of quahty control .

3) Quality control methods and ccmficanon systems uscd in Indonesm become
mternatmnally rccogmzcd ‘

The extent of 'dcm'éin'd' for the ptombtioh of “industrial Staﬁdardization and quality
' control and 1mped1ng factors as wc]l as requm:mcnt for its possible solutlons may vary
across 1ndustry subsectors and types of companies’ in each subscctor The following
sectlon reviews them by ’lype of enterprlse in cach subscctor o

r
- Mational standards are not only standards used for, qualny “control, ‘and in-house sta.nda:ds as well as association

standaxds are mcludcd in this context.



(1) Foreign-affiliated companies and joint ventures

These "companies, which particularly belong to the auto and automotive parts
industry, the electrical and electronics industry, and the metalworking industry covered
by the present studys) , are urged to increase their international competitiveness. More
specifically, they are expected to 1) achieve scale of economies in production by
exporting products that are produced for a market of limited size, and 2) reduce costs by
increasing local procurement of raw mnaterials and parts that are currently imported.

These companies are already 1mplementmg relatively high levels of standardization
and qualtty control. Their primary concern related to quality control lies in the need for
sccuring quality and performance of local products in order to accelerate local
procurement, They aim to improve productivity of suppliers through elaborate quality
control and thus boosting the availability of locally produced components and parts with -
competitive quality and price.. |

The second largest concern is the proliferation of qualrty ‘awareness to their
employees. Generally, foreign—affiliated companies and joint ventures have their own
established brands for which they must secure product quality and performance to meet
the standards set by each brand. For this purpose; most companies have transplanted
quality control systems. of their parent companies and control product quality by
applying in—house standards. At present, this arrangement produces mostly satisfactory
results, wherein the staff sent by parent companies play a critical role. Most companies
still have to establish mdependent quality control systems operated by local employees
Many companies have been training quality contro] personnel through their own
programs including training at their parent COmpanics. However with a demand growth
at an accclerated rate, it will exert pressure on cornpanles resources because 1) the
antrclpated increase in productron act1v1ty demands more quality control personnel and
2) quality control training requires time and cost, as it starts from quality awarcness and
knowledge of statistical data processing, these constltutrng the fundamentals of quality
control techniques. To overcome the situation, publrc organrzatlonal support is desrrable
to provide basic education and training,

~ They will be increasingly aware of the need to actlvely involve in the development '

~ of Indonesian standards, so as to.ensure the same are applled to the current production
and distribution systems without confusron ‘In addition, they will be increasingly
demanded to 1) develop products meetmg Jocal needs, and 2) develop and use

Indonesian- standards for local procurement purposes. Further, from the interest of

? - In another subsector covered by the study, the ceramic construction material industry, no foreignéaffiltated companies

~ nor joint ventures are operating.



promoting standardization efforts, these companics are expected to take leadership in
such promotion, and in updating Indonesian standards as widely acceptable standards in
actual industrial operation.

(2} Local large and medium—sized enterprises directly dealing or having alliance with
foreign—affiliated companies and joint ventures ' '

For these companies, particularly those in the auto and automotive parts industry,
the clectrical and  electronics industryﬁ) , major challenges are 1) to reinforce
competitiveness by raisiﬁg production yield, and 2) to promote cost reduction by
increasing the scale of production for exports. . '

Quality control activities of these companies are based on those instructed by their
customers or parfncrs (foreignéaffiliated companies and joint ventures) in the form of
education and training at foreign partners' facilities, or through technical assistance.

They havc minimum rcqulred equipment for quality control. However, as seen in the
prcvmus section, their quality control ability utilizing local staff is fairly limited. It is
evidenced by the fact that none of these companies apply quality control data collected at
field to "kaizen" (or continuous improvement) cfforts. Since they conduct quality
control in each process, this becomes is effective in:preventing shipments of defective
products. Howevet, efficiency of production remains unimproved imainty because of
quality control personnel's limitcd in khowlcdgc and experience, and partly because of

~ the lack of incentive under a fairly protcctcd markct environment where products are
mostly purchased by customers. : :

These companies use foreign standards specified by their customers, but few modify
them to internal standards as basis for subsequent technological development. Thus;
standards are not likely contribute to the improvement of technical capability.

As seen amohg. foreign--affiliated companies and joint ventures, it is desirable to
make certi_fibation and inspection in Indonesia acceptable to the export market by
‘meeting the requirements for certification of product quality, and a system demanded by
importing countries in prcparatlon for the antlc1pdtcd increase in exports of producis

| (parts).

“(3) Large and medium-sized enterprises serving the domestic market

- Among the subsectors covered by the present study, companics of this type are seen
‘in the mctalworkmg industry, the electronics and electrical 1ndustry particularly, the
mdustrlal elcctncal cqulpment and ‘home apphance subsectors — and the ceramic

2 There is 1o ceramic building material manufacturer classified into this category.

§-9



building material industry, mainly ceramic tiles (floor and wall) and glazed roof tiles.

These industries are expected to face increasing competition from imported goods as a
result of market opening. In response, they should focus on 1) the strengthening of
competitiveness through the improvement of operational efficiency, and 2) the
improvement of target quality and performance levels.

All the companies introduced foreign technology with produciion equipment at the
initial stage of operation. Thus, they also received technical assistance in quality control
from forcign companies. While quality requircments are relatively high, price
competition has not been intensive in these markets. As a result, quality control activity
focused on cfforts to prevent the shipment of defective goods, rather than on quality
control, offcring little incentive for the improvement of production efficiency. Also,
quality and performan'cc levels required by customers are below international levels.

Quality control equipment is not fully owned and is not effectively used.

- These companics will face increasing competition with low—cost 1mp0rtcd goods,
including inferior ones. Unless they show quality. competitiveness over imports, they
rriay face the risk of survival.  Also, they have to use quality control as a company-wide -
measure and procure sufficient equipment for quality assurance..

| For this purpose, providing incentives for the improvement of quality -and
performance, particularly the use of the certification system, is believed to be effective.

(4) Small-and-medium enterprises and micro enterprises serving the domestic market
Among the subsectors subject of the present study, these companies are found in the
‘automotive parts industry serving the after market independent of auto makers, the
foundry. and machining (metalworking) industries, and the unglazed roof tile industry.
These companies conduct few quality ‘coni_rol activity, mostly limited to visual
inspection at the final stage of production. Production technology is mostly copied from
manufactured products in the past, and is limited to the knowledgc of managers and
some staff. Accumulation of technology through the development of internal standards
(or manuals) is not seen. | : :
There is no clear need for quahty control among these companies, dnd market
incentive seems to be the best way to promote the value of quality control.
For these companies, incentives for Quality control should be provided by using the
certification system while education and trammg need to be promotcd to secure quahty
control personnel as the need arises. '

The deveiopmcnt targets and pro_spcétive_ measures for it are shown in Charis 1 to 6
by sub-sector under study. o ' '
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2.2.2 Strategy for industrial standardization and quality control
promotion '

Given the overall consideration for the promotion of standardization and quality
control in the existing environment, the following are the required strategies (Chart 7):

(1) Dissemination of standardization and quality control among industries

1) Except for foreign-affiliated companics and joint ventures, there is a lack of or very
weak motivation for local companies_ to work toward standardization and quality

_control. The first step, thercfore, should focus in developing this motivation.. The
certification system is expected to play.a critical role here. A usecful and reliable
certification system for the industries should be developed. This way, the industries
are encouraged to raise quality _aWaren_ess in the process while obtaining certification.
In particular, this will produce the following results: -

a) They will be able to recognize the lmpor’tdncc and effectwcness of mdustrlal
standards in productlon and distribution areas. .-

b) They will have motivation to develop required stdndards (in the form of 1ntcrnal
standards or industry standards) by themselves. '

¢) They will be motivated to participate spontancously in the devclopment of natnona]
standards related to their industries. '

d) Revision of the existing standards according to mdustrys needs and the
development of new standards will be encouraged, thereby increasing the value of
such standards. | | _ . o

¢) On the other hand, the establishment and operation of an effective and reliable
certification system will help raise quality awareness among consumers, and create an
cnvi_ronmcnt that will urge the industries to give priority to quality. '

2) The co_nb'ept and methodology of quality control conducive to the improvement of
operating efficiency need to be disseminated to the industrics_, pa_ﬂicularly among
local large and mc_:dium—sized companies. This will produce the following results: '

a) The industries will be able to ratlonahzc their operatlon and
b) The industries will recognize the value of standards as the bas1s of quality control
and be encouraged to reflect their needs in thc_dcvelopmcnt of standards.
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(2) At the same time, the following strategies arc recommended for the enhancement of
system to promote standardization and quality control:

1) . To create an organization that will facilitate the development of standards according
to industry needs. Such organization should be empowered to rationalize standards
development and updating process, and provide easy aéccss_ to the industries for
participation. The following results are expected.

a) - The move to establish and update standards will be unleashed, as the use of
standards will be encouraged fo raise public awareness on its usefulness.

b} As a result, the industries can and will reflect their necds in future development of
standards on a continuous basis. ' '

2) To establish an organization and structure that will initiate quality control drives at
the national level, enabling the promotion of quality contrel to be carried out in a
systematic, organized, and sustainable manner.

3) To make the standardization and quality control system of Indonesia internationally
recognized. The following results will be produced: _ |
a) Expectation of the industries in the Indonesian standards and certification system
will rise to encourage their participatioh in the standardization process. |
b) The frequent use of standards by the i:xdusfﬁcs will help align the standardization
proc'css with industry needs. |



3 Outline of Industrial Standardization in Indonesia and Issues for
Promotion

3.1 Industrial Standardization
3.1.1 Historical background of the present SSN System

The standardization projects were independently operated by each government
agencies in the past. The government and the industries, however, began to feco"gnizc the
need for unified ‘nutional standards. In 1984, an organ.ization that coordinates
standardlzatlon activities at the national level, DSN (Dewan Standardisasi Nasional;
Standardization Council of Indonesia) was established by Presidential Decree No.20.

 After the establishment, DSN has been working in launching SSN (Natlonal
Standardization System) based on SNI (National Standard of Indonesia) and has set forth
the following timetable:

Step 1 : Preparation period for SNI and SSN, until 28 February 1991.
- Step 2: Transition period to get fixed SNI bascd on SSN, from 1 March 1991 until 31
‘ March 1994, .
Step 3 : Actualization of SNI based on SSN has been rﬁnning well and strict /consistent
torules on 1 April 1994,

According to the schedule, the system would be inaugurated on April 1, 1994.
However, in c0n51derat10n of the status of prcparatmn by ministries and agencies serving
as technical 1nstltunon DSN's Plenary Meeting on March 22, 1994 approved the extension

of the transition pcrlod up fo March 31, 1995. The actlon authorizes the use of SNI marks
| that satlsfy rcqulrements '

3.1 2 'SyStem of SSN

Primary componerits of the SSN project in Indonesia are the establishment of SNI
standards and their application. . - Implementation of SNI s driven by various vehicles
'mcludlng the' SNI marking (certification) system. The SSN. system also contains thc-
followmg systems including mctrology '

1) Standard formulation system
2) - Standard implementation system’
3) ‘Standardization dcvel()pmcnt and control system



4) Standardization cooperation and information system
5) Metrology system
6) Accreditation system

3.1.3 SNI

The Standard consists of voluntary SNI and mandatory SNI.

(1) Mandatory SNI

Mandatory standard is a slandard whosc application is mandatory Whether it is
made mandatory or not is _dcmdcd_ by technical institutions and approved by DSN, and its
application is obligatory thxoughout Indonesia.  Standards ‘pertaining to health of
coasomcrs, product users or the public, and the environment are "mandatory., Other
stand_ards which are not directly related to this interest can also be made obligatory
depending on the need. | | '

(2) Voluntary SNI _ .
Voluntary SNI are standards recommended to be naturally uscd Itis decided by a
technical institutions. The voluntary SNI can in the future be ‘made mandatory by the
technical institution concerned on. technical or economic grounds and/or other
considerations. '

(3) Current state of standards formulation
As of October 1994, SNI contams a total of 3,550 standards. In addmon, 200 have
_been reviewed and awaiting approval 3,550 standards include 15 revised standards.

At present, existing standards controlled by ministries and agencies are bemg
transferred to SNI, and mandatory SNI is in the discussion stage. Under SII (MOI
standards), there were 47 mandatory standards (as of 1993). Under SP (MOT standards),
there were 47 mandatory standards for export inspection, and 15 for import and domestic
trade (as of October 1994). - Finally, there are 321 mandato:ry' standards under SLI
(MOME standards). | D '

3.1.4 Organizational séthp, execution Organizations, and procedures_ -

SSN organizationally consists of a policy makmg and approva] orgamzatlon DSN
and execution organlzanons called technical institutions. '



(1) Standardization approval organization :
The approval ofganization of SSN is DSN. DSN, at the same time, has a function of
coordinating the scope of standardizing activities, and synchronization of standardizing
programs to establish integrated national standardization programs.
Final decision on SSN matters is made during DSN's Plenary Meeting.

(2) Execution organizations
Execution organizations for the national standardization system are technical
institutions participating SSN.

(3) Establishment of standards
The formulation of draft SNI is a responsibility of the technical institution (a
ministry or an agency at present). The orgamzatlonal set-up for draft SNI formulation
-~ varies from one ministry to another, and it is roughly classified into those which have
permanent technical committees, and those that establish ad—hoc committees as required.

Ministries and agencies are cxpected to enforce SNI as either voluntary or mandatory
Standards.acco'rding to the principles of the SSN system. '

The pcrmd rcqmred for standards formulation is three years in total, divided mto one
year for the dcvclopmcnt of the draft SNI by the technical organization, and two years for
DSN's deliberation and approval procedures. Each standard is reviewed every 5 yeats or
as required. '

3.1.5 Certification and accreditation system

- The certification and accreditation system is primarily based on the SNI marking
(product certification) system. - Certification covers that of quality system, qualified
assessors, and testing and inspection laboratorics. The system includes accreditation
system of organizations that issuc these certifications.

The certification and accreditation scheme in Indonesia has a structure headed by

KAN (National Accreditation Committcé) serving as a supreme organization that provides
~and supenrlscs accreditation service, and an advisory organization for DSN's chairman. .
Assessment of aocrcdltatmn is undertaken by KAIT (Technical Accreditation Comm:ttee)
- which is e_stabhshcd within ‘cach ministry and' agency involved in management and
" operation of SSN, .whiéh: in turn, reviews application fbr accreditation, Accreditation is
issued to the following five categories of certification bodies.



1) Quality System Certification Body
2) Product Certification Body

3) Personnel Certification Body

4) Testing Laboratory

5) Technical Inspection Body

3.1.6 SNI marking system

(1) Outline of the systcm
Under the SNI markmg system, a company manufacturing a product complymg with
a SNI standard: 1) receives certfification from a quality system certification body stating
 that the company is capable of manufacturing the complied product on a continuous and
stable basis, 2).- receives verification that the produce complies with SNI from an
accredited testing laboratory, and 3) applies 1o a product ccri_iﬁcation body by submitting
the_sé certificates. Once the product is approved, the company can ship the product
bearing the SNT mark. x

(2) Ehglble products
All the products covered by SNI are cllglblc for SNI markmg They are, howwer
divided into those subject to mandatory certification and those allowed for voluntary
certification. | |

(3) Certification criteria
Certification criteria consist of the followir_lg two requirements:.
1) Product specifications
Standards for product spcc1ficat10ns are SNI that covers the product ellglblc for SNI
marking. . ' C
2)  Quality system : :
Standards for quality system is any one of the fo]lowmg five modules:
— Module I: Self declaration
~ Module II: SNI/ISO 9003
.. = Module III: SNI/ISO 9002
~ Module IV: SNI/ISO 9001
~ Module V: Other Standards Equivalent with ISO 9000 series

At present, the Ministry of Industry is most advanced in the enforcement of. system, and the SNI marking system
described in the following s based on the system developed by MO, . :
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The self-declaration in Module T is a set of standards comprising requirements for
quality systems on the basis of ISO 9000 series, that are adjusted in consideration of the
technical and financial conditions of Indonesian companices.

3.1.7 Export import commodities

Trade commodities are treated with the following:

1) Specifically for export commoditics the following stipulation applies: "a standard
for export commodity may not be inferior to SNI, meaning that the export commodity
standard shall use SNI with possible additional, non-mandatory specification as
needed.” |

2) For imported commaodities, the standard ahall at the minimum, meet the SNI and the
national standards of the country conce.rned

Quality inspccﬁoh system for export, import and domestic trade is certification system
based on SP/SNI. The Directorate is rcsp(jnsibie for the standardization and quality
control of exported, imported_, as well as locally trade commodities in Indonesia. In
October 1994, 193 standards have been promulgated, 47 of which are implemented as
mahdatdry f_or export, and 15 for import and for domestic trade. The other standards are
to be used voluntarily by the trade community at _largé.

3.1.8 _' Cu'rre_nt_ state and major issues of standardization

(1) Dclay in prcpara’tlon for implementation.

At the time of the ‘present study, SSN undergocs a suspension period until April 1995,
during ‘which law‘;, institutional arrangement, organizational structure, manpower, and
facilities and equipment are being set up for official implementation. Thus, the general
structure of'thé 'projccf as discussed bclow,_:contains many concerns that are to be’
completed i in the future. . ' " '

1) Need for prompt formulahon of individual guidelines and opcratlon manuals
' BdSlC rules that show a gencral direction of unified promotion of SSN by related
'mimstnes and agencms are defined in a basic guldc]mc "SYSTEM STANDADISASI
NASIONAL (18/2. 06/HK 01. 04/5/92)“ decided and publlshcd by DSN jn 1992. Actual
' 1mp]ementat1011 of SSN, however, rcquxrcs individual guldelmes that are referred to in
* the basic guldclme Approxlmately 70 guidelines are conceived to be formulated under
the current plan, and ncar]y one half is in the preparation stage.
o To ‘enable techmcal 1nst1tut10ns to unplernent SNI operatmg rules are needcd by_
- 'pc_rspns who are actually engaged in the day-to~day cn_forccmcnt At present, no other-

x s _a5"



operating rules are available.
2) Need for ensuring manpower, facility and equipment

Implementation of SSN in accordance with basic rules will require manpower for
certification service, and resources to conduct compliance tests including equipment
and manpower.

As regards to the cstablishment of SNI, MOI, that is responsible for 70% of all SNI,
anticipates that a shortage of resources in meeting the workload rcquircd for the draft
SNI formulation process, will furthcr increase in 1995, including Shortage in working
space, office equipment, and funds. _

3) Need for institutional set~up for certification and accrcdltatmn scheme

At present, MO is the only ministry that has KAIT.

(2) Need for reviewing basic stances for promotion of standardization

1) Standardization is a major driver for rationalization and streamlining of production
activitics, as well as simplification of commercial trade. It is the process carried out by
producers; distributors, uscré, consumers, and other persons in a neutral position. It
inherently has an international perspective, and provides a technological base that
promotes economic exchanges on a global scale. From the producer's perspective,
standardization is a powerful engine with which broad-based reduction of prodiction
costs and the improvement of corporaie performance in a variety of ways, including
the improvement of production yield, the decrease in the number of customer claims,
savings in raw materials and other inputs, reduction of per—unit c'nergy' conéumptioﬁ,
the rise in operating rate, and the improvement of labor productivity can be driven.
For the government, standardization should not be viewed as mere regulatory measures.
Rather it should be promoted as a vehicle for industrial development and economic
'grow’[h B ' | .

2) While the government is expectcd to take initiative durmg ‘the initial stage of
promoting the standardization project, government-led standardization cfforts alone do
not produce a desired result and lead increased awareness of standardlzatlon The
national standardization project needs to be aligned with promotlonal projects at
different levels including (1) international standards, (2) natlonal standards, (3)
association (industry) standards, and (4) corporate standards . In essence,
standardization should be 1mplemcnted with concerted cfforts 1nv01v1ng ‘the
pammpatlon of industries and compamcs in. the nduonal standardlzatlon pro_]cct and

For instance, the industrialization standardization move in Japa.n is largely driven by the cstabhshment 0f JIS and the
certification of JIS marks. ‘At the same time, it has spurred the development of standards of va.nuus assocmlmns and
companies, includmg JASO, which in tum support 315 and its value.



promotion of standardization within each company.

3) At the same time, international standards can spearhead standardization, as their
effective use helps transfer fechnology. entailed in such standards, while saving costs
related to the development of national standards. '

(3) Establishment and revision of SNI :

PUSTAN, MOI has a plan to establish or revise appfoximatciy 2,250 standards by
the end of REPELITA VI (1994/95 through 1998/99). Since around 250 of them werc
completed in 1994, they have to cstablish or revise 500 standards every year on the
average starting from 1995. If means that they have to entrust the establishment of 20
standards for each research and testing institutes under BPPI on the average. While
setting the target number of establishment and revision is meaningful in that it allows
planned establishment and revision. In Indonesia, however, a major issue lies in the fact
that national standards are not fully utilized. Regarding the establishment and revision
of standards, the focus should be placed on 1) how needs and demand of users of
industrial standards, particulaﬂy the industries, can be reflected, and 2) how
harmonization with international standards should be secured. These points should be
kept in mind at all times to accomplish the stated purpose..

(4) Delay in cstabhshmcnt of institutional setup for certification and accredltatlon
system
As for the accreditation of quality system cerfification bodies, DSN-KAN
accredited B4T-QSC, in April 1994, as the first quality system certification body. Then,
two more organizalions were accredited by November 1994 with the other two still
under review. By the end of REPELITA VI, 20 quality system certification bodies are
required to meet the demand, according to MOL _
The situation is same for the certification of asSess01s, So far, all the assessors in
Indonesia were certified by foreign certification bodies.
There are 14 assessors for quality system and 11 assessors for quahty management
systcm in laboratory The Ministry of Industry annclpatcs the need for 200 assessors, 40
 lead assessors of quahty system, and 120 assessors of quality management system in
'laboratory by thc end of REPELITA VL Immcdmtc action is rcqulred to cope with this
issue. : - , _
As of Octobcr 1994 no. orgamzatlon has bccn accrcdltcd under other categories of
_ ccrtlficatlon bod:cs



(5) [Issues relating to dissemination of standards
1) Language . . :

English versions of SNI are pubhshed for only some of the standards for export
inspection. In the future, English publication is desirable, At least, publication of
reference in English versions, like JIS, brings many benefits for local companies by
allowing them to easily show standards based on which their products arc manufactured.

2) Needs for enhancement of other dissemination activities
The activities for dissemination of standards are weak in general. The following are
the points requiring immediate improvement:

a) Publication of more detailed information on the cstablishment of standards
jncluding the plan for their establishment, and the current status of draft standards in
-the review process; S |

b) SNI catalogue with more detailed information, including 1dentlﬁcat10n of a

- technical institution developing each SNI and personnel to whom an inquiry can be
made the corresponding international standards, adoption of international unit
systems (SI), record of SNI mark indication, index, and SNI-related laws and
regulations; | - '

c) Specifying techmcal institutions responsible for standards in SNI catalogucs to
aliow users to make dircct inquiry to each institution which has developed a
p&ﬁicular standard; . ' '

d) Active promotion of Quality Month with preparation and distribution of postcrs
and slogans, including assignment of the leading organization;

3.2 Testing and inspection System.
3.2.1 Outline of testing and inspection system

| (1) Testing and Inspection Resources Related to National Certification System
The testing and 'ins'pection system related to the national certification system is béing
developed into a certification and accreditation scheme under SSN. = A principal
component of the certification’ and' accreditation scheme is the SNI mé'rk'ing' (product
certification) system, and certification Lovcrmg quahty control systems and product .
compliance with standards. Testing and m3pcctlon orgamzatlons are respon31b1c for
~ checking whether products are in compliance with specific standards B
To secure testing organizations capable of pcrformmg such certification service, the
testing laboratory accreditation system is established within the framework of the S_SN :
certification and accreditation scheme. The scheme is opcratcd by KAN (National _
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~ Accreditation Committee) as the supreme supervisory organization, under which KAIT
(Technical Accreditation Committees) are cstablished in each ministry and agencies
involved in SSN conducting the examination. '

At the same time, it is planned to build a Testing Laboratories National Network for
the purpose of mobilizing existing testing organizations, and maintaining their
technologicat levels. The network will consist of the above government and private
accredited testirig laboratories, from which a standard testing laboratory is established.
within each technical institution (related ministry and agency). The standard testing
laboratories will be responsiblc for rﬁaintaining capabilities of the national network of
testing laboratories; and have necessary functions related to the supervision and guidance
of other testing laboratories for the improvement of their testing capabilities. In
particular, they will conduct repetitive and comparative tests so as to equalize testing
capabilities, and also calibrate measuring instruments of testing equipment within the
network.

While the building of the certification and accreditation scheme is underway, no |
testing laboratory has yet been accredited under the scheme. In the near future, the
_ testing institutions under MOI, the testing laboratories under the Ministry of ‘I'tade, and
the private testing orgamzanon are expected to obtain accreditation.

Historically, the national certification system in Indonesia has been managed by
individual ministries which control various standards. In the industrial field, SII
certification controlled by the Ministry of Industry, and SP certification under the
supervision of the Ministry of Trade, are major elements. . Another certification system -
having significant influence m industrial products is the LMK marking system which
covers electrical equipment based on SPLN and procurcmcnt standards for the
government-owned electric power company. . : '

“Both SII and SP involve mandatory certification. -~ SII mandatory certification is
conducted by 9 central reseatch institutions and 14 regional research institutions which -

offer actual testing and inspection services. :
" SP certification consists of export inspection and certlficahon for domestic sales. .
Both are conducted by regional testing laboratories (BPMP) under the Mm:stry of Tradc
tcstmg mstltutlons undcr the Mmlstry of Industry, and a pnvatc o.ccrcdlted tcstmg‘

> The export ihspectioxi syéterﬁ is primarily designed for tax collection, rather than certification under standards. Tt covers
" “quantity check.and price evaluation and is conducted by SGS, a Switzerland-based company having a worldwide testing .
network, In importing countrics under confract with the Ministry of Commerce.



organization, PT. Sucofindo.  Certification of products complying with national
standards, and mainly covering imported goods, is done in the form of random sampling
in the market. On the other hand, export inspection involves sampling organizations
which collect samples from shipments and send these to testing organizations. PPMB
under the Ministry of Trade does not conduct testing, and instead supervises testing
laboratories, the private testing organization, and sampling organizations, and is
responsible for cross checking to maintain testing accuracy.

The above organizations are also responsible for testing and inspection services
related to the voluntary certification under the jurisdiction of the Ministry of Industry.

(2) Testing and Inspection System Related to Contract Testing and Certification

Services _ ' :

A variety of organizations provide contract testing service or certify test results as a
third party organization (the issuance of test reports). Generally speakihg,_ contract
testing service conducted in relation to in-house quality control is entrusted to any of the
above public testing organizations, other manufacturers having . testing capabilities, or
parent companies in the case of foreign-affiliated companies;

Service relating to certifying test results as a third party organizatinn'is:usually
entrusted to public testing organizations, including SISIR in Singapore and SIRIM in
Malaysia, ' ' : _

Contract testing service is performed by a variety of public testing organizations,
namely 23 testing laboratories under the Ministry of Industry, LMK~PLN for electrical
cqmpment the agricultural machinery rescarch institute, and local testing laboratories
controlled by state governments.

3.2.2 Demand for testing and inspection service

Accofding to the manufacturer qucétionﬁairc_ surveyl,. demand for outside testing

scrvice is not very high. 'By field, the highest perccntagé of the responding companies is |
seen in the machinery arca (32%), followed by the chemical field (29%) and electrical and
physical fields, 14% each. : : ; :
_ By subsector, the ceramic construction material mdustry (m the chcmlcal field}
‘accounts for 68% of the total, mainly duc to. unstablc quality of raw matenals Then, the
agricultural machinery and metalworking subsectors (in the mechanical ficld) follow with
47% and 43% in percentage share of the responding companies rcspectwely

Service areas used by more than 20% of the rcspondmg compamcs are
electrical/electronics, .4ut0m0bllc/aut_0mot1_vc. parts, and ceramic cons_trucnon _mater_lals. -



(mechanical field), elcctrical/electronic in the electrical field, automobile/automotive parts
in the chemical field, and ceramic construction materials in the physical field.

3.3 Calibration System Related to Industrial Metrology
3.3.1 Outline of the calibration system

The industrial metrology system is in the process of transition to a new system. The
calibration system under the new system has not been established. '

In the new system, national standards having traceability with mtematlonal standards
are established, under which secondary standards are provided to form a national
calibration network. To ensure 1) coordination of the national calibration network, and 2)
coordination and synchronization on accreditation, Certlﬁcatlon, testing, calibration and
inspection, Committce E (Committee for Mctrology or Commltlcc on Cahbratlon) will be
established under DSN's Executive Council,

While national standards still have to be established, pnmary standards in the basic
five areas (other than time and mass) are owned by KIM- LIP], those related to miass by
DOM-MOT, and those related to time by the public telephone company. _

The National Calibration Network (INK) is organized by KIM-LIPI as a core
orgamzation and 19 rescarch institutes under MOI, MOT, MOME and universities, as
well as private organlzahons . Bach member orgamzahon performs calibration service in
each field of Spcaahzahon These orgamzatlons are accrcdlted in the accreditation systcm
under ISO 25/38/40 but they will be accredlted by KAN/KAIT under the new system

3.3._2 Major issues related to the calibration system

There is sizable demand for calibration. Based on the manufacturer questionnaire
'survcy, 40% of thc rcspondcnts use calibration organizations of various types. The
‘percentage  varies greatly among subsectors, ranging from 39% for the
automobilc/aufomotiv_e parts industry 1o 64% for the ceramic construction material
- industry.

Actual calibration practice of the manufacturmg sector, however, indicates that the.
calibration system does work as intended. - Large companies’ and forclgn_affihatcd
companies requiring high levels of ‘accuracy use calibration service of KIM and JNK
member organizations for general measuring instruments. For measuring instruments that

At present, 22 research urganlzauons apply for the memberslnp with Commitice E and will be determmed by December
1995, : :



cannot be calibrated by KIM, working. standards are owned to ensure proprietary
calibration service. However, many working standards are not calibrated properly.
Foreign—affiliated companies use foreign calibration organizations or avail calibration
service furnished by original equipment suppliers.

Given the anticipated industrial development in the country, calibration demand is
expected to grow in response to diversification of calibration fields and the increase in
calibration requirements. Also, geographical expansion is expected. - To meet thesc

rcquircmcnts, the following improvcments are called for:

1) Expan‘;lon of callbratlon fields
At present, primary standards in the seven basic fields are kept by various
organizations to carry out proper calibration service. However, there is lack of standards
for derived quantitiesn) because of which calibration demand is expected to grow. |

2) Clarification of accreditation standards
‘With the anticipated increase in calibration service demand, certification and
calibration organi'zations with sufficient equipment and ability need to augment the
network. Present accrcdltatlon standards are reponcdly based on ISO 25/38/40, but are
_ not clearly defined. As seen in the cxamplc of the foreign-affiliated company, there are
many organizations capable of prov1dmg adequate calibration service in the country,
including foreign organizations. To cncourage capable orgamzahons to boost the
certification network, a clear definition of accreditation standards is required.

"1 Japan, derivative quantities for which calibration service is possible are around 80, compared to 50 in the NIEs.
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4 Current State of Ouality Control Promotion and Major Issues in
Indonesia

4.1 Organizational Structure for Quality Control Promotion

4.1.1 Organizations and programs for quality control promotion at
national level

There is no orgamzanon that engages in the promotion of quality control at the
national leve] hdvmg satlsfactory activities.

In Iﬁdonesia a nationwide event on quality control is conducted annually by DSN. In
November, a national meeting is held to promote quallty control with the cooperation of
related ministries and agencies, _

~ DSN, however, does not have an organization dedicated for the promotion of quality
control, Rather it simply sponsors the quality month as part of its standardization program.

A central figure in the event is PMMI, rather than DSN, PMMI is an organization
consisting of many léading companies in Indonesia. With major mission to promote QC
circle activity, it holds annual national conferences. ‘It also serves as the secretariat for the
quality month. Howecver, it lacks re'sourcc_s to support its secretariat activities, and except
for sponSoring _cqnfc'rcncés and several seminars, it is unable to conduct other quality
promotion activities on a continuous basis.

As for the certification and accreditation system under 1ISO 9000 series as part of the
standardization and certification projects, an lmp]emcntatlon body is being developed.

However, as of October 1994, only the Ministry of Industry has KAIT.

~ Under the accreditation of KAN and KAIT, 3 organizations, namely B4T—QSC
SROA (SUCOFINDO) and ABIQA (BBIHP), were accredited to certify quality control
systems as of Novembcr 1994, At the same time, 2 organizations (KEMA-Indonesia,
Textile Instltute - TIQA) are undcr review. The Ministry of Industry requires 20
 centification organization to be accredited by the end of REPELITA VL
Since the certification system under ISO 9000 is still at an infant stage, nost of the
- Indonesian companies having ISO 9000 certification have obtained it from forelgn-
certification organlzatlons (35 out of 40 compamcs)



4.1.2 Organizations responsible for dissemination and education of
quality control techniques

Organizations that carry out dissernination and education of quality control techniques
in Indonesia are divided into those specializing in such services, and those which offer
them as part of technical cducation and training courses.

In the former group, there is only one organization spccmhzmg in the dissemination _
and training of quality control techniques, ITQC (LPMT), apart from consulting firms, and
individual consultants. _

Many consultmg firms and individual consultants related to quahty control systems
offer dissemination and education services for companies wishing to obtain the ISO 5000
certification, although accurate data as to its number are not available. Among them, the
most active indigenous cotnpany is Sucofindo. Itisa scmi—govcmrhent eotcrprisc which
has cntcrcd into mutual approval of ISO 9000 certification with TUV of Germany. |

As a group organizing individuals related to quality control, IQMA bas 15 chaptcrs
throughout the country.

There are many organizations that provide quality control education as part of their
technical and other educational scrvicés including govémment organiz.ations such as
B4T& and BBK (tcstmg and rcsearch laboratory/educational mshtutlon) under BPPI of
MOI, PPEI under the Ministry of Commerce (educatlonal institute in the field of foreign
trade), and CEVEST under the Ministry of Labor (vocational training institute). All of
them teach the general concept of quality control but does not include quality ‘control
techniques. - | '

4.2 Current State of Quality Control and its Implementation

(1) Level of quality control performcd :

More than 90% of enterprises in cach subsector perform quallty controi in the form
of inspection. The high percentage covers product inspection as well as in— process
inspection. The perccntagc is very high compared to those adhering to other measures of
quality control, mdlcatmg that most companies cquatc 1nspect10n with quahty control
In addition, most mspcctlons are donc v1sually

(2) Tssues rclatcd to 1mplcmcntatlon of quahty control
As for the obstacles to the 1mplcmcntat10n of quahty control systems, more than
- 45% of the responding companies cite the lack of knowledge on quality control methods
(the percentage corresponds to the total compames whlch cite this as the ﬁrst or second
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- reason). The second largest factor is the lack of manpower required to introduce QC
systems (40% of total). _

It is reasonable to think that these companies lead in the promotion of quality: control
practice conteruplated in the present study, because most of small-and-medium-sized
enterprises and microenterprises are not in a position to do so. They conduct only visual
inspection prior to shipment, perform few product design, and do not have measuring
Jinstruments and other equipment required for quality control. Moreover, most of them
face problems related to basic technology, and are not capable of utilizing control
technology for the ultimate effect of quality improvement, |

4.3 Issues Related to Quality Contro! Promotion

. The most serious problem for the promotion of quality control in Indonesia, is lack of
an organization which is responsible in developing quality control methodology suitable
for Indonesia, and in disseminating it in an organized and continuous basis. In addition,
the development of: quallty control system applicable to small-and-medium-scale—
enterprises is necessary.

The msufficlent undc:rstandmg on the basm conccpt of quality control also serves as a
bonlencck to its dissemination among Indonesian industries.

Many stlll has the misconception that quality control is costly and leads to lower
productivity. The misconception comes from the fact that many people often regard
inspection as quality control. Inspection-oriented quality control requires increased costs
for equipment and manpower that implement the thorough inspection. Also, the rise in
level of design quality somctimes__lcads to higher cost. Quality control, however, can
~reduce defects and minimize the need for reworking and adjustment, if it is effectively
incorporated into the production process, the result being higher productivity and lower
cost. In addition, if the intended quality. level meets consumer demand, sales will increase
producmg economies of scale in production and further cost reduction.

- Dissemination of quality . control not (lmly. helps rationalize production uctivity of
individual companies, but also ‘contribute greatly to the structural development ‘of the

industry by fostering suppliers of reliable raw materials. and parts. Structural ‘development
. of the industry is fulfilled as the entire productlon system creates or boosts avaliablllty of
' raw materials and parts from local suppliers, which previously had to be imported or
manufacturcd in~house, ' Internal production, which only serves captive consumption of
limited size, ].‘3 -not an effectlve way. of establishing production technology, nor does it



offer compétitivcncss in cost or price compared to specialized manufacturers having
expertise and manpower. Quality control helps nurture such specialized manufacturers
which can be relied upon for the production of raw. materials and parts, thus ensuring
better allocation of production resources among industries.

Quality control is closely associated with standardization in the following two areas: 1)
the improvement of technical standards and methods, and 2) the improvement of quality
control techniques. . _ |

Quality control uses standardized technical standards and methods to improve and
stabilize the quality of products, raise product yield, and increase productivity, which can
be accomplished by applying such standards and methods to shop floors and distribution
channels. At the same time, strict enforcement of quality control visualizes the need for
further standardization. This means for quality control to start from efforts of complying
with established standards, national or international, and then going beyond them. It must -
aim to meet consumer nceds and quality requirements, both in the present and future.
Such market-driven goal prompts the development of new standards at the industry's level,
which are then reflected in national and international standards. _

The evolutionary notion also applies to quality control methods. At present, quality
control methods are increasingly becoming international 'standgard_s. Nevertheless, the
success of quality control is heavily affected by human, social and cultural factors. The
transplanting of international standards does not warrant that they take root in any country.
Instead, th‘dy have to be used as basis for developing new methods suitable undcr'loc'al
conditions, which can then be standardlzed to flourish as the mdustnal foundatlon of the
country, ‘ '

44 Recommendation on Promotion Activities for Quality Control

In view of the above, the government should also make further efforts for the
promotion of quality control particularly in the following points:

1) Establishment of an organizational center, which undertakes research on. quality
control technology suitable for the country, and disseminate it on the basis of well
organized long-term dissemination plan. - The actual trammg activities may . be
undertaken by various organizations, which have training courses as prescnted in the
above., However, this proposed organization will provide the latter organizations with
an adequate curriculum and training matcrlals involving instructor trammg on the basis
of their research works, .- '



2) To make usé of resources available in this country, qualified persons for quality
control instructor should be registered at an appropriate organization either from
private companics, government agencies, rescarch institutes, or academe. Follow--up
system for these personnel entails providing updated information on QC as useful
means to make most of the resources. '

3) Itis difficult for a local company to obtain documents and materials required for the
improvement of quality control, as these are not widely available or have not been
translated to Indonesian language. Under these circumstances, it is important to
establish or improve'_the general access 10 such information, and for this purpose, it is
desired to have librarics in major cities in addition to the central facility.

4) The.qu'aligty system based on ISO 9000 series requires heavy burdens from small
enterprises, who are still facing difficulty in learning basic technology.” It is aiso true
however, that the development of industrics with workable linkage and structure
requlres refocusing of priorities by srndll—and-medlum sized enterprlses on quahty

~ control. In view of this, the time has come to start the development and dlssernmatmn
of quality control systemns that are vmble for small cntcrprlscs to 1mplement



5 Program Recommendation for Industrial Standardization and
Quality Control Promotion

The general framework of the recommendation is summarized below. The recommendation
consist of two strategic thrusts designed to disseminate standardization and quality control

increasingly into the industries, and two strategic thrusts intended to enhance a system to promote
them.

_ ntrol to the Industries

Thrust 1. Improvement of Quality of Life and Quality Consciousness through the
Implementation of the Certification System '

Program 1: Introduction of certification program for automotive replacement safely
Program 2: Introduction of safety mark certification -program for home electrical
' appliances | '

Thrust 2: Improvement of Operatmg Efficiency of Manufactunng Industry and
Promotion of lndustnai Deepening through Increased Dissemination of
‘Standardization and Quality Control _

Program 3: Development and dissemination of quality system certification scheme
‘'specifically designed for small-and-medium-sized enterprises-

Program 4: Establishment of registration scheme of quality system consultant

Program 5: Establishment of certification scheme for quality control officer in factory

Enhancement of System for Promotion of Industrial Standardization and Quality Control
Thrust 3: Improvement of System for Standards Development and Dissemination
to Meet the Demand of industry -
Program 6: Preparation for rationalization of standards development process
Program 7: Establishment of a system for cnhancmg standardlzatlon and quallty control
promotion
Program 8: Diversification of standard drafting process for increased involvement of
~ industry | '
Program 9: Increase in public conﬁdencc on product certification systcm
Thrust 4: Establishment of an Internat:ona"y-Recogmzed Accredftatmn and
Certification System

Program 10: Promotion of international mutual recognition of cerlification system




(1) FOR DISSEMINATION OF INDUSTRIAL STANDARDIZATION AND
QUALITY CONTROL TO THE INDUSTRIES

Thrust 1: improvement of Quality of Life and Quality Censciousness
through the Implementation of the Certification System

Product quality most recognizable by consumers is related to safety of product in its daily use.
By implementing a reliable product certification system that covers safely aspects, quuality
awareness of consumers can be raised and in turn, will work as a leverage to urge manufacturers
to take qrtality control initiatives. In the process, the effect of the certification and marlring system
will be realized. Positioning of programs under Thrust 1 within the overall plan is shown in
Chart 8.

Program 1: Introduction of a certification program for automotive
replacement parts related to safety

Automotive spare parts are generally purchased directly and ﬁ_ttcd either by consumers
or repair shops. While sparc pa.rts supp'lied' by auto makers are manufactured according to
safety standards established by each manufacturer, these are mere copies of genuine
pmducts that are also distributed in the market. Such parts, when installed on cars, create
a risk of accident that cndangers not only drivers, but also other vehicles and pedestrians.
The risk involved becomes very serious if an imitated component is related to safety of
vehicle driving. Thus, it is meaningful to introduce a product certification program for’
parts that are widely distributed in the after market.

The program is expected to entail the following actions.

1) Dcvclopmcnt of standards for automotive parts related to safety.

2) Increased involvement of the relevant industrial associations in standards.

3) Upgradmg of R&D capability for. dcvclopment of automotive parts standards related
to safety. - : '

4 Establlshmcnt of standards for automotive parts. :

5) Introductron of certification system for automotive replacement pans related to
safety. , -

6) : Development of testing and mspectlon system requ1red for the ccmficatron of

automotive parts. B



Program 2: Introduction of safety mark certification program for home
electrical appliances -

- General consumers tend 10 select home appliances based on price rather than quality.
However, some pfoducts in the market do not meet minimum safety standards and have a
risk of endangering life and property caused by electrical leak and overheating. To
climinate products not complying with safety standards from general distribution, the
introduction of product certification program is recommended for widely-sold home
appliances that require safety precautions and can easily be copied, :

‘The program will entail the following actions:

1) Development of standards for home appliances related to safety.

2) Increased involvement of the relevant industrial associations in the development and

dissemination of standards.

3) Upgrading of R&D capability for the developmcnt of standards for home appliances

related to safety.

4) Establishment of standards for home appliances related to safety.

5) Introduction of certification system for home appliances.

- 6) Establishment of testing and mspechon facﬂ:ty for certification tests for home
appliances.

7) Establishment of gulde]mes for Imp]cmentatlon of quahty system adequately

focusing on the home apphance mdustry ' ‘

Thrust 2:; Improvemerit of Operating Efficiency of Manufacturing Industry
and Promotion of Industrial Deepening through mcreased
Dissemination of Standardizat:an and Ouality Control

At present, the primary ob]ecttve of industrial standardization and quahty control promouon
in Indonesia is to build the foundation of the mdusmal sector for sustainable deveit)prnent in
future by improving its operating efficiency and promotmg inter—industry linkage. Among the
diverse types of enterprises in the industrial sector, foreign-affiliated companies, joint ventures,
and local companies having foreign partners or exporting their products are Jully motivated to
work toward industriglization and quality control, as these are essential ._eﬂ'ort in 'sm_'viving '
through .a highly. competitive environment. . Thus, the standardization and quality control
promotion program for these enterprises should limit its support to areas where difficulty is faced
on an mdzvzdual basis. On the other hand, small-and—medium~sized enterprises operating in the '
much less competitive environment must be motivated by more focused encouragement measures.

This section recommends: 1) the establishment of a program to support quality cbn_trol efforts of
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Chart 8 : industrial Standardization and Quality Control Promotion and their Contribution to Industrial Development

Scenario for Industrial Standardization and Quality Control Promotion
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the overall industrial sector, which consists of a) the quality system consultant registration scheme,
and b) the quality control personnel fostering program; and 2} the development and dissemination
of the quality system certification scheme for small-and —medit:rm —sized enterprises with a view fo
disseminate quality awareness and quality control practice according fo conditions of these

enterprises.

Program 3: Development and dissemination of quality system '
certification scheme gpecifically designed for small-and-
medium-sized enterprises .

At present, there is a marked difference in the technology adopted and quality levels
between  two distinguished groups of companies-local small-and~medium-sized
enferprises on one hand, and joint ventures, local companies having foreign partners, and
local large enterprises on the other.  The differcnce is accounted for by the fact that the
latter imports raw materials and parts which arc also available from the former. Clearly,
the improvement. of the quality of products supplicd by small-and~-medium-sized
enterprises holds the key to the balanced development of the industries as a whole, Yet,
implemcntatibﬁ of the quality control system by smaller enterprises is difficult in many
respects, particularly in educating managers and employees in understanding the need for
quality control and its effect, dissemination of quality control methods, and fostering of
quality control personnel, The program is in recognition that full-scale implementation of
quality control under ISO 9000 scries is very difficult for small-and-medium-sized
enterprises. Instead, it promotes adoption of the quality system which targets achievement
of 60-70% of those in ISO 9000 series, and de51gned to serve as the first step to facilitate
the upgrading to- hlghcr levels. -~ .

This kind of intermediate system, however, is not suitable for those enterpriscs who
- actively export their products, since application of such sysiem only tends to result
adversely as they are not capable of adhering to the ISO 9000 serics quality systerm.  In
Indonesia where the domestic market is large and many small enterprises relying on
domestic demand, the intermediate system is considered to be very effective.

Naturally, the success of the system also depends upon the availability of an
orgamzatlonal setup 10 support its promotion (see Programs 4, 5 and 7) |

 Following actions are needed: '

1) Design of quality system su:tab]e for sma}]—-and—mcdlum sized enterprises
2) Establishment of an orgamzanon for the promotion of the above quallty system
1. Management and promotion of the certification sy_ste_m, and advertisement of
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