gas chromatography, high speed liquid chromatography, X-ray equipment, radioactive
testing cquipment, ultrasonic testing equipment, and calorimeter. Thus, no equipment

requires urgent upgrading or replacement at present.

5.4 Present Status of Major Institutes for Metrology

5.4.1 Research and development centre for calibration, instrumentation
& metrology

(1) Services and activities

KIM-LIPI was designated as a national standards institutc under Presidential Decree
No.7 in 1989, being responsible for technical management of national physical standards.
1t now belongs to Scicnce and Technology Council.

KIM~LIPI consists of 6 divisions, Instrumentation R&D, Applied Instrumentation
R&D, Instrementation Development Technology, Metrology. & Calibration R&D, Service
& Information, and Administration. Its activities arc divided into rescéarch and
development related to instru_rncntat.ion technology and in the ficlds of metrology and
calibration. ‘It has approximately 400 employees.

Metrology and Calibration R&D Division is divided into the following 6 laboratories.

1) Force & mass metrology laboratory
The laboratory has 11 staff and conducts metrology and calibration R&D and
services refated to force, pressure, mass, density, v1sc031ty, and voiumcnomctcr
2) Electrical metrology laboratory
10 engineers and technicians conduct metrology and calibration R&D and services
related to voltage, radiation, power, capacity, inductance resistance, frequency, and time.
3) Temperature metrology laboratory
The laboratory is staffed with 10 persons and conducts mctro]ogy and calibration
R&D, and services related to temperature, humidity, and moisture meter.
4)  Acoustical metrology laboratory _
4 research staff is engaged in metrology and cahbratlon R&D and services rclated
to microphone, noise meter, and virbrometer,
5) Optical metrology laboratory
The laboratory has 6 research staff and conducts metrology and calibration R&D,
and services related to standard lamp and illuminometer. _
6) Dimensional metrology laboratory

9 research staff is engaged in metrology and calibration R&D and services rcldted to
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length, lincarity, flatness, surface roughness, and roundness.

Breakdown of rescarch staff by area and lovel of specialization at cach laboratory
indicates the shortage of cngineers and technicians, i.c., the number of rescarch staff ina

field is four at most and only one in some ficlds.

KIM-LIPI is a member of INK and acts as its central figure. It provides calibration
scrvice for equipment of the INK member organizations, government research institutes,
and private cnterprises in the areas of photometry, fength, mass, time, electricity (current),
temperature, density, and assembly quantity.

Calibration activities of the six laboratorics remained at a level of 800 cascs per year
between 1980 and 1985, By category of calibration, clectricity, temperature, force and
mass, and dimension show more or Icss the same number, while the number of photometry
and acoustic calibration is one fifth that of the above four ficlds. During the ensuing four
year period between 1986 and 1989; the number of calibration services increased from
1,000 to 1,500. Service related to force and mass accounted for the largest share, followed
by dimension. In fact, these ficlds showed strong growth. Between 1990 and 1993, the
number of scrvices grew to a record level cach year. Using the 1989 as the bascline figure,
the number of ca'libra_ti'on services in 1990 increased by 10%, followed by 70% in 1991,
2.6 times in 1992, and 5 times in 1993, clcarly'indicating a rapid growth after 1991.
While growth has occurred in all the six fields, two fields - dimension and force/mass —
have recorded marked growth. The number of services handled by each person in thesc
fields doubled in 1993, totaling to 323 and 207, respectively, which is close to the
handling capacity. Given the future industrial development and an anticipated increase in
calibration demand, KIM-LIPI clearly needs to reinforce its calibration cquipment and
staff. '

2) Equ1pment

KIM-LIPI's facilities are located in Bandung and Scrpong, and have total floor arcas
of 1, S()Om ‘and 21 ,000m”, respectively. Its headquarters are situated in Serpong. The
facilities in both locations have ample working space and are equipped with good
ventilation and alr—-condmomng syqtcms as well as lightings to provide excellent testing
environment, _ . '

All the cahbratlon and testing cqu1pmcnt for national standards owned by cach of the
six laboratories ‘were purchased within the past 10 years and do not requirc urgent
upgradmg In fact, each laboratory. has sufficient cquipment that provide nccessary
cahbranon service in its dc31gnatcd ficlds. Also, KIM~- LIPI has a VCth]c equipped with
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cquipment to provide field calibration service. On the other hand, testing equipment is

partly insufficient in quantity and needs to be increased to meet current and future needs.

5.4.2 Calibration organizations under the Ministry of Industry

Two research institutes under BPPI, B4T and BBLM, participate in JNK and provide
calibration services in their relevant ficlds.
(1) B4T
BAT renders calibration service for equipment of private enterprises and local
laboratories in the fields of force, pressurc, temperature, mass, and volume, The number
of calibration services totaled 585 in 1991, 648 in 1992, and 650 in 1993.

(2) BBLM

The institute provides calibration service for private enterprises and local
laboratories in the catcgories of length, force, pressure, hardness, shape, and torque.
BBLM conducted 65 calibration services in 1991, 150 in 1992, and 439 in 1993,

(3) BBIK
Under the technical guidance of BBLM, BBIK performs calibration service for
private enterprises in the fields of length and pressure. In 1993, BBIK conducted 16

calibration services.

B4T, BBLM, and BBIK have mostly new calibration equipment that do not require
urgent upgrading, although some of them are in short supply.

5.4.3 Calibration organization under the Ministry of Mining and Energy

PLN-LMK which is under the Ministry of Mining and Energy s have for its ﬁ]ajor
responsibilities being research and development, dissemination, consulting, training in the
ficlds of thermal power generation, hydro-electric power gencration, and general
electricity. . PLN~LMK consists of 5 departments (Planning & Research, Scientific Service,
Standardization, Operation Service, and Administration), 3 laboratories (Electricity,
Hydro~Electric Power Generation, and Thermal Power Generation), and 2 service urits
(Power System Research and Investigation Service). PLN-LMK has 441 employees.

PLN-LMK provides testing and calibration service as a member of JNK. Standards
and Instrumentation Division of Electrical Laboratory is responsible for testing and
calibration of electrical instruments, while Instrumentation and Materials Division of

Thermal Power Generation Laboratory performs testing and calibration of instruments
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measuring non-electrical characteristics.

Fields of calibration include energy, capacitance, resistance, temperature, watt, clectric
current, and voltage.

Calibration cquipment is sufficient in capability and varicty, aithough some of them
are in short supply. |

5.4.4 Private organization

PT. Sucofindo joins INK as a private enterprisc and provides calibration service in the
arcas of pressure and moisture. It maintains traceability of its own calibration equipment
under contract with KIM=LIPI. Calibration equipment is new and sufficient in capability,
albeit insufficient in terms of quantity.

5.5 Current State of Testing, Inspection, and Calibration by Subsector, and
Major Issues

5.5.1 Autbmobi_le and automotive parts subéector

5.5.1.1 Testing and inspection

Most of leading and medium-~-sized cnterprises that have been supporting the industry
to date have testing and inspection equipment required for in-house quality control. On
the other hand, testing equipment owned by the public' organizations hardly meet
requircments and are relatively old. As a result, the industry rarely avails the testing
service rendcrcd by the pubhc organizations. While festing equipment owned by private
companies may face difficulty in terms of mecting future demand, it can still be used as
the basis of testing service for the coiming years depending on the industrial growth.

A major issue related to testing service lics in its ability to kcep up with future
technological advancement. To maintain measurement, inspection, and calibration
techniques and mect the latest requirements, it is important to disseminate universal and -
basic tcéting technologies throughout the industry.

5.5.1.2 Célibratlon

Calibration equipment owned by the industry appears to meet present requircments.
Companies have a minimum set of required calibration equipment to maintain accuracy of
their own equipm‘cnt' except for large and special testing equipment that needs to be
: attended through calibration service visits. | _
‘Many companies own their mdstcr mstruments bd‘iﬁd on which cahbrdtlon is donc.

However, these ,mstru_mcnts are 1n_1ported and cannot be calibrated within the country.



Under these circumstances, it is not realistic for public organizations to satisfy
calibration requirements. Devceloping the cntire system with the participation of private
companics and their calibration resources is important.

5.5.2 Agricultural machinery subsector

5.5.2.1 Testing and inspection

Joint ventures, local enterpriscs having foreign partners, and large enterprises which
own the necessary equipment conduct in—process quality check and product performance
tests (and own necessary equipment). On the other hand, small-and-medium enterprises
perform dimensional and visual check in process, but many of them do not have a
minimurn set of equipment required.

Acceptance tests on purchased materials and parts are conducted by most companies,
but only covering dimensions and external appearance. -

Outside testing organizations are resorted to only when test reports are requi'rcd for
government prdcurement and other purposes. In fact, a very small number of requests has
been made. BBP ALSINTAN under the Ministry of Agriculture is a public testing
organization conducting performance tests.

Under the Act Related to Plant Cultivation Systems (UU 12/92), machinery and tools
used for cultivation must be tested before selling to the market. In practicé however, these
tests are requcstcd. on special purposes as mentioned above. | |

5.5.2.2 Calihration _

Joint ventures and local enterprises having foreign partners are mainly _conducﬁng
calibration -through equipment manufacturers in various couﬁtrics, or at their service
centers in Singapore. In particular, calibration is done on a périodica] basis or using in-
housc standards. In the latter case, the cquipmcht calibrated by in-house siah_dar_ds is
marked accordingly. | '

Local large enterprises having no foreign partners use calibration organlizations in INK.
However, calibration scrvice using outside organizations usually requires high cost and
longer time.

5.5.3 Electronic equipment and components subsector

5.5.3.1 Testing and inspection
Joint ventures and local cnterprises w1th foreign partners basically adopt 1nspccnon
systems of parent companies or foreign partners, and they have resources in conducting

minimum-required test and in-house inspection. On the other hand, local companies.
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manufacturing foreign products under license, with no equity participation by forcign
companies, do not always have testing cquipment desired by their licensees. ‘This largely
depend upon the policy of the management.

There is no public testing organization that provides testing service in the field of
clectronic cquipment, except for type inspection on telephone by PT TELEKOM®. Thus,
there is no demand for public testing service on the industry side,

However, with the localization of components and parts in the future, an increasing
number of local cnterprises is expected to cnter the market creating the need for public
testing inspection service. Also, technical assistance accompanying testing and inspection
service provides a good opportunity for the local parts industry to grow. Such nced is

strongly felt by support industries including metalworking.

5.5.3.2 Calibration

Calibration is usually done annually by KIM-LIPL For Spccial equipment, some
companies have calibration equipment for group companies, and still some send it to
parent companies in forcign countries, or calibration service of equipment manufacturers
in Singapore. To improve the situation, some Korean manufacturers calibration cquipment
in Indonesia in an attempt to provide service for their affiliates.

There is a strong need for the improvement of calibration service for measuring
instruments, among a variety of companies including joint ventures and local enterpriscs
with forcign partners. However, such service is not necessarily provided by public
organizations only. Consideration should be given to the possible participation of private

companies and their resources.

554 'Electrical equipment subsector

5.5.4.1 Testing and inspection

Among the electrical equipment industry, Jomt ventures and local enterprises having
foreign partners own the necessary testing equipment. . The home appliance manufacturers
specifically usc outside taetmg service only. for certification by a third party organization.

Industrial electrical equipment manufacturers arc expcctcd to conduct PLN tests since
their major customer, LMK, requires PLN's certification.

Public  testing organizations in-the electrical cquipment field are ‘B4T. under the
Ministry of Industry and PLN- under LMK. The Ministry of Mmmg and Energy plans to
transfer part of PLN's festing facilities and equipment-to cnable it is establish its own

rescarch instituie, B4T's equipment is inferior to those owned by manufacturers and thus

®  Some have cquipment for research purposes, but they do not provide testing service for companies.
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is rarcly used. PLN has testing equipment for cables and wircs, but are generally old.
Public organizations are not capable of conducting tests on home appliances. Despite this,
few requests are made.

Thus, testing resources for product certification are insufficient. As a result, data
submitted by manufacturers or test reports made by reliable testing organizations are used
as substitute.

Many companies are not satisfied with testing service of public organizations in terms
of time and cost required.

5.5.4.2 Calibration _

Industrial electrical equipment manufacturers ask KIM for calibration service. Home
appliance manufacturers also rely on KIM, but equipment which KIM is unable to
calibrate is done in-house (in the casc of a large company having sub-standards for its
group companies) or at Singapore service cenfers of manufacturing instrument
manufacturers or foreign partners. -

Like testing and inspection service, therc are many complaints about the long time it
takes and the high cost involved in soliciting calibration service from public organizations.
At present, calibration service by private companies has not been accredited, except for
JNK's facilitics. If private companies and their equipment and facilities are accredited; the
cffective use of capital investment, reduction of calibration costs, and reduction of time for
calibration can be expected.

5.5.5 Metalworking subsector

5.5.5.1 Testing and inspection _ ‘

Joint ventures and local companies having foreign partners or customers have
sufficient testing resources including equipment and manpower. In contrast, small
companies in the foundry industry have few measuring instruments and human resources.

Outside testing organizations are mainly used for material testing purposes, including
in chemical analysis and strength testing. MIDC and B4T in Bundong, and BI Surabaya (a
regional testing laboratory under BPPI) are mainly used. The former two facilities are not
convenient for companics located in the suburbs of Jakarta. Results of testing service
rendered by these organizations require two weeks fo obtain and.requires cxpensive fees.
As a result, few s_méll enterprises avail of their service, These organizations nearly have a

complete set of equipment, all of which are very old. Also, BI Surabaya's testing capacity
is too small for metallic materials, S



5.5.5.2 Calibration

Joint ventures, and local enterprises having foreign partners or customers rely on
equipment manufacturers, cither in their own countries or at service centers in Singaporc,
for calibration. It is done on a periodical basis or on the basis of in—housc standards for
internal certification.

While JNK member organizations are utilized, their service requires high cost and

takes a long period of time.

5.5.6 Ceramic construction material subsector

5.5.6.1 Testing and Ihspection

The need for testing ceramic construction materials arises from the following areas:
1) To determine a mixture of raw materials;

2) To conduct quality conirol in the intermediate process; or

3)To perform final product inspection.

Large enterprises have equipment necessary to conduct a minimum sct of required
tests internally. However, chemical analysis (composition analysis) of raw materials is
generally done by outside testing organizations. Mecdium-sized cnterprises are busy in
production and lack quality awareness. Thus, only a small percentage of thesc enterprises
own these types of cquipment. Small enterpriscs have little interest in testing and
inspection, and only a few own equipment, nor ask outside festing organizations for
service. - ' '

Final inspection of products is generally done visually, regardless of company sizc.

Looking at percentage distribution of testing scrvice by outside organizations,
mechanical tests, such as bending strength and height measurement account for
approximately 40% of total, chemical analysis (chemical composition, acid resistance, '
ctc.) 40%, and phyalcal ana1y31s (water absorption and dimensions) 15%. Public testing

_organlzdtlonq account for 60%, and the private organization (PT. Sucofindo) 40%.

Among public organizations Ceramic Research Institute (BBK) in Bandung account for
major portions, followed by Chemical Rescarch Institute (BBIK) in Jakarta.

Testmg equipment owned by Ceramic Research Institute is older than those of private

" companies, which nonetheless do not rely much on the institute's service. Alb(), its testing

service takes a relatively long period of time.

5.5.6.2 Calibratlon

Calibration service of outside organization is availed by large companics. The



principal calibration organization is DOM, and calibration of weighing machines accounts
for approximately 80% of total.

5.5.7 Demand for testing and inspection service

According to the questionnaire survey conducted as part of the present study, demand
for outside testing service is not very high. (Charts 5.5.2 — 5.5.5, Appendix 4) By field,
the highest percentage among responding companies is seen in the machinery area (32%),
followed by the chemical ficld (29%), and electrical and physical ficlds, 14% cach.

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

Service arcas used by morc than 20% of the responding companies are
clectrical/clectronics, automobile/automotive parts, and ceramic construction materials
(mechanical field), electrical/clectronic in the electrical field, automobile/automotive parts
in the chemical field, and ceramic construction materials in the physical field.

§.5.8 Major issues related to the calibration system

There is sizable demand for calibration. According to the qucstionnaifc survey, 40%
of the respondents use calibration organizations of various types. The péi‘centagc varics
greatly among the subscctors, ranging from 39% for the automobile/automotive parts
industry to 64% for the ceramic construction material industry (Chart 5.5.1, Appcndix 4).

Actual calibration practicc of the manufacturing sector indicates that the calibration
system does work as intended. Large companies and foreign-affiliated companies
requiring high levels of accuracy use calibration service of KIM and INK member
organizations for general measuring instruments. For measuring instruments'._that cannot
be calibrated by KIM, working standards are owned fo ensure proprictary calibration
service. However, many working standards are not calibrated properly. Forcign»—affiﬁated '
companies use forcign calibration orgaﬁizations or calibration service furnished by original
cquipment suppliers. _ _ - '

Given the anticipated industrial dev'clc)pment of the 'country,rcalibration =d_e;rnand is
expected to grow in response to diversification of calibration fields, and increase ‘in
calibration requirements. Also, geographical expansion is expected. To meet these
requirements, the following improvements are called for:



(1) Expansion of calibration ficlds

At present, primary standards in the scven basic ficlds are kept by various
organizations to enable proper calibration service. However, there is a lack of standards

for derived quantities” which calibration demand is expected to grow,

(2) Clarification of accreditation standards

With the anticipated increasc in calibration scrvice demand, certification and
calibration organizations with sufficient equipment and ability, nced to be augmented to
the network. Present accreditation standards are reportedly based on 1SO 25/38/40, but not
clearly defined. As scen in the example of the foreign—affiliated company, there arc many
organizations capable of providing adequate calibration scrvice in the country, including
foreign organizations. To encourage capable organizations in boosting the certification

network, clear definition of accreditation standards is required.

% In Japan, derivative quantitics for which calibration service is possible are placed at around 80, compared to 50
in the NIEs. '
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Chart 5-2 Members of National Calibration Network

and Their Capabilities
~_
Members™—___ Basic
of National \'\\\Ehmﬁﬁﬁs Light  Length Mass Time Electric Temperature No. of Derivatif
Calibration Network T~ | Intensity Current . Mol. Unils
BBPILM (MIDC) - Ministry of
X X
Industry Bandung
Dircctorate of Metrology — Ministry of X <
Trade Bandung X
PSPKR - National Atomic Power «
Agency {BATAN) Jakarta
PFMK /LMK ~ National Electric
Power (PLN) Jakana x X X
_ R&D of Telecommunication ~
bl R S X X X
(PERUMTEL) Bandung _ ’
P.T. PINDAID (Persera) -
X x
Bandung
P.T. Boma Bisma Indra - Unit Bisma
x X
Surabuya
Bandung Institute of Technology
X X
Bandung
PUSLITBANG KIM ~ LIPI
3 X X X X X X X
Serpong
BBPPIBBT ~ Mimstry of Industry
~ Bandung X
P.T. PAL Indonesia (Perscro)
! X x X X
Surabaya
PEIPTN
Bandung * X X
.., LUK -BPPFT
13 X X X
Serpong
PPMB - Ministry of Trade
X x X X
Iakarta
P.T. Mektan Babakan Tujul Utama
" Jakarta . : X
P.T. Radic Frequency Communication
b X X X
Jakarta _
BPSMB - Ministry of Trade
Ujung Pandang ¥ X
P.T. GARUDA
Jakarta * X
P.T. SUCOFINDO
1¢ X
Jakarta




6 Current State of Quality Control Promotion and Major Issues

6.1 Organizational Structure for Quality Control Promotion

Generally, organizations ¢ngaged in promotion of quality controf are divided into, 1)
those managing cvents and incentive programs for quality control promotion at national
and local levels, and 2) those specializing in dissemination and education of quality control
techniques. In addition, many countrics have organizations that consist of professionals in
quality control instruction aimed at improving the status and income of their members, as
well as in providing advanced training. These organizations are also classified as cither
government-led or non—profit organizations and profit-oricnted organizations.

Indonesia has various organizations serving the above functions, as described in the
following sections. Yet, they arc not very active partly duc 1o the insufficient recognition
among companies of the need for quality control. There is no orgdmzatlon that undertakes
overall quality control promotion in the country, so that the existing organizations conduct

their activities without. mutual coordination.

6.1.1 Organizations and programs for quality control promotion at
national level '

There is no organization that eﬁgages in satisfactorily promoting quality control at the
national level. '

In Indonesia, a nationwide event on qtiality control is conducted annually by DSN.
Every November, a national meeting held to promote quality control with the cooperation
of related minisiries and agencies. The national meeting in 1994 .was held for threc days

between November 1 and 3, the main theme being "Activitics for Quality Month and
‘National Productivities". 1t had planned to attract around 800 participants including

reprcsentdtlvcs from rclatcd ministries and agencies, as well as thosc from the industries
which accounted for 60% of the total. The meeting consisted of various sessions focusing
on major topics related to certification and accreditation, mciudmg SNI, 1SO 9000 series,
metrology and callbratlon ' ' - '

It should be noted, however, that DSN does not have an exclusive organization for the
promotlon of quality control _Rather, it sponsors the quality month as part of its

: standdrdlzatlon pr()gram

In fact, the central figure in the event is PMMI rather than DSN. PMMI is an .



organization which is comprised of many leading companics in Indonesia. With its major
mission of promoting QC circle activity, it holds annual national conference, and also
serves as the secretariat for the quality month, Howcvér, it lacks resources to support
secretariat activities, and aside from sponsoring conferences and several seminars, it is

unable to conduct quality promotion activities on a continuous basis.

In addition, as regards to the certification and accreditation system under ISO 9000
serics as part of the standardization and certification projects, an implementation body is
being formed. .

The certification and accreditation scheme is structured by KAN (National
Accreditation Committec) .bcing the supreme organization of accreditation and supervision
and the advisory organ of DSN Chairman, under which KAIT (Technical Accreditation
Comimittee) has been cstabliéhcd in cach of SSN-related ministries and agencies. KAN is
responsible in providing actual accreditation service. As of October 1994, only the
Ministry of Indusfry_ had KAIT.

Under accreditation of KAN and KAIT, 3 organizations under BPPI of the Ministry of
Industry, namcly B4T-QSC, SRQA (Sucofindo) and ABIQA (BBIHP), have been
accredited to certify quality control systems, as of November 1994, At the same time,
accreditation of 2 organizations (KEMA-Indonesia, Textile Institute ~ TIQA) are still
under cxamination. The Ministry of Industry requires that 20 certification organizations
be accredited by the end of REPELITA VI. _

Since the certification system under 1SO 9000 is still at an infant stage, Indonesian
companies having ISO 9000 certification mostly obtained it from foreign certification
organizations (35 out of 40 companics).

6.1.2 Organizations responsible for dissemination and education of
quality control techniques

Organizations that carry out dissemination and education of qdality control tcchniq_u'es
in Indonesia can be categorized into those specializing in such service, and those which
offer it as part of technical education and training courses. R o

In the former group, there is only one organization specializing in d_issemihatiﬂn and
training of quality control techniques, ITQC (LPMT), apart from consulting firms _an.d
individual consultants. ITQC is a 'privatc organization that provides TQC—felatcd
educational service for companies, currently cooperating with government St_af_f in testing
and rescarch institutes. In the future, it plans to expand fo cover 1SO 9000 series. 1t is
characterized as being near to a consulting firm. | o




Many consulting firms and individual consultants engaged in quality control systems
offer dissemination and education services for companies wishing to obtain the 1SO 9000
certification, although an accurate number of these companies is not availablc through data.
Among them, the most active indigenous company is Sucofindo, It is a semi-government
enterprise which entered into mutual approval of 1SG 9000 certification with TUV of
Germany,

As a group of organized individuals engaged in quality control, [QMA has established
15 branches throughout the country.

There arc many organizatidns that provide quality control. education as part of
technical and other educational services, including government organizations, such as B4T
and BBK (testing and rescarch laboratory/educational institution) under BPPI of MOI,
PPET under the Ministry of Commerce (educational institute in the ficld of foreign trade),
and CEVEST under the Ministry of Labor (vocational training institute). All-of them

tcach the gencrai concept of quality control but do not include quality control techniques.

6.2 Current State of Quality Control Promotion in Subsectors under the
Present Study and Major issues

6.2.1 General

Companies are motivated to be engaged in quality control activity primarily because
of two reasons. First, quality control is performed in response to the customer's request for
a third party certification on quality control, or to customer's attitude of purchasing
(import) products from companics who practice proper guality control. A typical example
is seen in certification of quality control systems under ISO 9000 series. There arc some
product certification schemes which require continuous quality control, such as JIS Mark
Certification Schemes, etc. Product certification under SNI also includes certification of
quality control systems, but is not widely used.

As for the certification of quality control systcms under ISO 9000 series, a total of five
_companics obtained it from foreign certification orgamzattons As of November 1994,
four companies were certified on the basis of ISO 9001 and one ISO 9002. The
certification of 30 companies is still under examination or sorne waiting for it. In addition,
35 companies were reglstcred through foreign ccmflcatmn orgamzdtmns

* Another. motivation comes from the intrinsic pature of quality control to improve
operating efficiency. Japanesc and other foreign— dfﬁhatcd companics have been carrying

out quality control for this reason. Mo«st of them have introduced their quality control
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systems through their parent companies. In Indonesia, there is virtually no organization
that is cngaged in dissemination and education of company-wide qualily control to

cnterprises for productivity improvement.

One of major probiems hindering the promotion of quality control in Indonesia is the
insufficient quality awareness in both consumer and producer markets, the former being
highly price-oriented. This is reflected in the strong preference of manufacturers for low-
cost production over one which adopts quality control as it is believed to require a large
Cost,

Another problem is in the misperception of quality control and its concept. Even
companies who perform a certain level of quality control consider it as final product
inSpcction and simply believe that guality control is just a means of preventing defects
before actual shipment to customers.

In the following sections, the current status of quality control in each subsector is
analyzed in quantitative terms, based on the results of the questionnaire survey.

6.2.2 Current state of quality control and its implementation based on
the questionnaire survey

As viewed from the results of the questionnaire survey of the target subscctors,
conducted as part of the present study, the major characteristics of quality control practice
in each are summarized as follows: (Table numbers in the following scctions dcnote those
in Annex 4),

(1) Level of quality control performed

More than 90% of enterprises in each subsector perform quality control in the form of
inspection.  The high percentage covers product inspection as well as in—process
inspection (Tables 5.1.1 and 5.1.2). The percentage is very high compared to other aspcété
of quality control, indicating that most compames equatc it with mSpectmn In addition,
most inspections are done visually. ' _

In contrast, less than 60% of companies process inspection results by using SQC
techniques (Table 5.1.3), as other companies only remove defects found in the inspection
process from a lot. Nevertheless, approximately 20% plan to introduce SQC in the future
reflecting a cerfain level of recognition for the nced of quality control. ~ Looking at
individual subsectors, relatively high percentages of companies performmg SQC are found
in electric/electronics, automobile and automotive parts and agricultural machmery, each
exceeding 60%. These compdmes are dlrectly or mdm‘ctly related to forc1gn~aff1]mted



companies. This may be compared to 46% in the metalworking industry which is
dominated by local enterprises. In the ccramic construction material industry also
dominated by local enterprises, 64% of companics responded that they arc performing
sSQCY.

The similar situation is observed in terms of the establishment of QC departments and
documentation of QC practice.

The development of in—house standards is done by slightly less than 50% of
enferprises (Table 5.1.8). The percentage is particularly high in the automobile and

" automotive parts industry (58%) suggesting the influence of Japanesc and other foreign—

affiliated companies. Moreover, 76% of companies in the ceramic construction materials

subsector maintain internal standards. It should be noted, however, that the industry can

be clearly distinguished from others in terms of type of the standards maintained in-house.

Only 54% of ccramic construction matcrial manufacturers develop in—house standards on -
the basis of international standards, foreign standards or customer standards, compared to

80% in the automobile and automotive parts, and metalworking subscctors, while 40% use

standards devcloped on the basis of their own cxperience (Table 3.4).

The employee suggestion program is adopted by more than 70% of companies. The
pbrcentagc exceeds 80% in the automobile/automotive part and agricultural machinery
industries.

On the other hand, other important QC tools such as QC circle activity, 7 fools, and 55
arc adopted by less than 50% of the total. '

QC circle activity is conducted by slightly less than 50% of the total. In particular, the
automobile and automotive parts’ industry shows a high percentage of 70%. A large
percentage of companies is interested in QC circle activity, reaching stightly lcss than 80%
when combined with companics currently conducting it. Implementation rates of 7 tools
and 5S are 42% and 48% respectively, for all the industrics, Again, the automobile and
automotive parts industry show higher percentages of 61% and 70%, respectively. This
seems 10 be the result of technical assistance both direct and indirect, from Japancse—
affiliated companics.

As for the quality control system under ISO 9000 series, less than 10% of the
responding companies are currently implementing it, and approximately 50% plan to do so
(Table 5.1.6). The percentagc of companics implementing the ISO-based quality system

is snmlar in most of the subscctors, except for the ceramic construction mdtenals subsector

B Note that, in both the metdlworking and ceramic construction material mdusmes, companies responding to the
survey are skewed toward larger enterprises comparcd to an actual distribution of enterprise size, thus the current
state of quality control is presumably better than the industry average.
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where no company conducts it at all.- The percentage share of companies planning to
introduce the QC system is relatively high, particularly for the clectric/clectronics,
automnobile/automotive parts, and ceramic construction materials industries, each
cxceeding 50%, while a low 41% and 27% for the metalworking and agricultural
machinery industries are noted respectively. Companies which are not aware of 1SO 9000
series exceed 40% of the total in the agricultural machinery and ceramic construction
materials industries, followed by the metalworking industry (30%), and the
clectrical/electronics and automobile/automotive parts industries (20% or less). These
figures clearly reflect high interest in ISO 9000 among the clectrical/electronic and
automobile/automotive parts industries. In contrast, the low figures for the agricultural
machinery and metalworking subsectors reflect the fact that these industries are. divided
into two tiers; those having commercial relationship with foreign companics wihch
maintains high interest in ISQ 9000, while those mainly serving the local market have little
interest. ‘The similarly situation seems to prevail in the ceramic construction materials
industry where there is a large gap between large and medium-sized enterprises interested
in future export opportunity, and small enterprises which focus on the local market. Note
that only two companies in the ceramic building materials subsector have introduced the
1S0 9000 series quality system due fo favorable situation in the domestic market caused by
supply shortage.

Finally, more than 20% of companies use QC consultants, and additional 20% plan to
use them in future. This scems to be closely related to actual or planned implementation
of the ISO 9000 series quality system, as cvidenced by a low percentage exhibited by the
agricultural machinery subsector showing low interest for ISO 9000. On the other hand,
the lower percentage for the ceramic constriction materials industrjf, despite high interest
in ISO 9000, scems to reflect a low rate of implementation of the 1SO-based quality
system.

(2) Issues related to implementation of quality control —_— :
As for the obstacles in the implementation of qualify control systems, more than 45%
of the responding companies cite the lack of knowledge on quality control methods (the
percentage is a sum of companics who cite it as the first or second rca_son_).' The second
largest factor is the lack of manpower required to introduce QC sysiems (40% of total).
Other reasons are the lack of interest of employees (24%), time constraint (11%), the lack
of intcrest of customers (12%), ignorance of the management (5%), cost increase (4%);
and job hopping (2%). Since the respondents have been skewed toward larger enterprises,
a very small number of them cite cost incrcasc as a significant factor. On the other hand,
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job hopping, which is a major obstacle to quality control practice in neighboring Southeast
Asian countries, poses as a minor problem in Indonesia where labor supply is abundant.

Looking at individual subscctors, different patterns arc somewhat revealed from the
above—mentioned overall trend. The automobile and automotive parts industry is most
distinct with 54% citing the lack of knowledge on quality control methods, 30% for the
lack of manpower, and only 12% for the lack of interest among cmployces. In this
industry, technology transfer has been procceded from Japanese—affiliated companics and
cngineers and technicians, explaining why awareness of quality control arc on the rise.
Yet, education and training for quality control methods are yet to be improved, and the
lack for the former scems $o manifest itself from lack of knowledge. The growing number
of engiﬁccrs having quality control awarcncss is also reflected in a relatively high
percentage of respondents (9%) citing the ignorance of the management.

The lack of intercst among cmployees is citcd. by majority in the electrical/electronics
and ceramic construction material subsectors. This is partly because of the labor intensive
in nature of these industries and that their QC circle activity has been lesser propagated
than the automobilc and automotive parts industry. In the metalworking industry,
domincnt reasons ralsed are the lack of knowledge on QC methods (54%) and the lack of

anpower (52%)

Clearly, many companies are unable to perfonh quality control for a variety of reasons,
e.g., they are not aware of quality control methods, or that they do not have manpower to
support QC activity. This scemingly contradicts the high implementation rate of QC
training, 63% on the overall average, and 70% for the electrical/electronics and
automobile/automotive parts industries, Thc main reason that entails the lack of
knowledge ‘or manpower, therefore, franslates to the lack of an organization that can
systematically conduct dissemination and education of quality control methods suitable for

Jocal conditions, and the absence of a place for education of required manpower.

It should be noted that 62% of the responding compénics have assets exceeding Rp. 5

billion, indicating a high skewness toward large enterprises relative 1o the overall

distribution of enterpriscs in the entire country. For practical purposes however, it is
reasonable 1o assure that these companics will lead the promotion of quality control
pmctlcc contempldted in this study, as most of small-and-medium-sized cnterprises and
micro cnterprlses are not in'a posmon to do s0.. “They conduct only visual inspection prior
to shlpment perform few product design, ‘and do not have measuring instruments and
other cqulpmcnt reqmrcd for quality control. Moféovcr most of them Tace problems

related to productlon spcc;flc technology, and hence, are not capable of utlhzmg control



technology for the ultimate quality improvement effect. Thus, the results of - the
questionnaire survey will serve as the adequate basis of QC promotion efforts that will be
advocated under the project.

6.2.3 Automobile and automotive parts subsector

In the case of auto makers, they utilize quality control systems cstablished by and
transferred from their parent companies. They have sufficient in—house stahdards, as well
as technical and operation standards, with quality éon_trol methods being at the TQC level.
To maintain these systems, they arc required to conduct continuous education and training
for a large number of employces, imposing substantial burdens such as translation for the
preparation of educational materials. _ _ | _

As for automotive parts suppliers which directly deliver their parts to auto makers,
they may be rcquested by the makers 1o cstablish quality control systems so as to assure
stable product quality, while simultancously complying with product specifications of
customers, These requests are made through quality and inspection agreements between
the auto makers and suppliers as a part of their supply contract. The auto makers check if
quality control systems arc properly maintained based on agreed quality control methods,
and In terms of both data and system through periodical andfor on-the—spot inspection of
suppliers’ factories. Auto makers require that the quality level of all the components and
parts be mamtamcd in order to support their brands

Quality control practice of parts suppliers mdy be di.fferentiatcd from foreign affiliated
companiges, fnainly Japanese, and local supplicrs. | . |

Japanese-affiliated parts suppliers adopt quality control systems established by their
parent companies, with modification according to local conditions peculiar to _Indones'ia.
They obtain technical assistance from parent companies, rather than auto makers, and
attain a TQC level. In-house education includes overseas training at parent éompanics.

On the other hand, the operational types of local suppliers vary greatly from tdp4class
component manufacturers to subcontractors, and accordingly, by the level of their quality
control systems, which in turn, depend on their scale of operation and importance of parts
from final products, chérthelcss, most suppliers share a certain level of awareness of the
importance of quality control. : | ' '

Local parts suppliers (including component manufacturerq) supplymg their parts
directly to auto makers, have chances of receiving technical assistance from customers in
various forms, including staff training at parent companies of auto makers. (pdrtlcularly,
when new products are introduced). In-house training is very COmMIMON among theqe parts
supplicrs. ln short, cmscmus quahty improvement efforts are continuously undcrtakcn 10



prevent customer claim, Minimum-required quality control methods are adopted to kecp
them at a level with Japancsc—affiliated suppliers. However, many companics do not fully
understand the relationship between the quality contro! data, and the problems in the actual
process.

In the case of subconfractors for the focal parts suppliers, they have very few chances

of receiving technical guidance unless when a problem arises.

No company has obfained certification of quality control systems under ISO 9000
series. In fact, cven parent companies of Japanesc—affiliated makers have not obtained
such. Exports operate within the framework of each group company, besides, customers
do not require the certification.

Some of leading Japanesc-affiliated parts supplicrs have the ISO 9000 certification.
The auto makers however, use their own quality control standards and do not require parts
suppliers to obtain the ISO 9000 certification.

Onc of major issues related to promotion of quality control in the automobile and
automotive parts industry is the difficulty in disseminating quality control to the existing
and potential subcontractors dominated by small-and-medium-~sized enterprises.

One of the ways to-overcome the situation is to disseminate quality systems, even as
1SO 9000 series certification may be too much of a burden for them. If the quality control
practices required by automakers to parts suppliers can be made open to others, through a
compilation of a standard, thi$ may be used as a basis of certification replacing IS0 9000
series certification. Then, these quality control practices may be applied to parts supplicrs
which have no chance of receiving technical assistance directly from the automakers.

At the same time, it is important to further promote the quality control concept. Many
small enterprises fail to distinguish quality control from inspection. While the former is
designéd to manufacture good :pro'duc'ts on a stable and continuous basis, the latter is
mainly concerned with separaition of acceptable products from defects. Attention must be
focused in understanding the importance of trouble identification in the process through
inspection, followed by an immediate fcedback from the process. '

Most 1mportant is the establishment of a system of dissernination and provision for
training in areas of the quality control concept, systems and methodology, at the soonest
time possible.

6.2.4 Agricultural mach'inery‘subsector

There is a large diffcrence in the level of quality control practice between joint



ventures and local enterprises having forcign partners on one hand, and small-and-
medium-sized industrics on the other.

In the former group, the management generally has a higher level of recognition of the
importance of quality control. Many companies adopt Japanesc—style quality control
systems including TQC, QC circle activity, and employee suggestion program, and have
QC departments or sections. They are also active in preparing standards and other
documentation. Training includes in-house programs and special training by foreign
partners, Nevertheless, few arc using SQC techniques including control charts and have
reached a quality control level of incorporating "kaizen" (improvement) as their primary
target.  Also, not many tcxt books and reference materials on quality control and
standardization have been translated to Indonesian, constituting an obstacle to training.
Thus, there are various problems related to the structure for promotion and training of
quality control concept and fechniques. -

On the other hand, in the case of small-and—-medium-sized enterprises, which simply
produce imitations of foreign products, they do not have qﬁality control organization and
equipment. Moreover, they even lack production specific technology which is considered
prerequisite to the introduction of control technology.

Morc than 10 companies, which are mostly the export-oriented, are reportedly
considering to obtain the ISO 9000 certification, although none of them are taking any
action yet,

6.2.5 Electronic and electrical equipment production subsector

Joint ventures and local companies having foreign partners are receiving technical
assistance in quality control from partners. In particular, large companies which produce
most components and parts internally, enforce strict quality control throughout _

Many local enferprises not having foreign partners often receive technical assrstdnce
from customers (large joint venturcs opcrating in Indonesia or foreign customers), but their
level of quality control is limited in scope and extent, mcctiﬁg_ only the quality
requirements for the ordered product. As a result, their quality levels often deteriorate
unless they receive support or assistance from' custbmers For e'xamplc, the 'rise in
percentage of defects may be scen in a company wherc cngineers sent by the foreign
partner have already left. _

This is becausc companics have incorrect motivation for quality control. A vc:ry small
number of companies mainly the large ones, undcrstand that the success of quality control
translates directly to production cost.
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A very few companies conduct sufficient QC training, although QC managers are
appointed at many companics. Also, the lack of expericnce both in quality control and -
production specific technologies prevents them from developing an ability to improve
quality on a continuous basis. Only joint ventures, especially large companies undertake
* process management using control charts that incorporate proper control items, conirol
methods, quality characteristics, inspection and working methods that are identificd for

cach process.

To effectively promote quality control and standardization, preparatory steps need to
be taken, including quality control campaigns with casy-to-understand mottocs, like 58,
and data collection and the development of operational rules for standardization. In
practice, however, thesc activities are rarely conducted, not to mention that inspection has
been also regarded as quality control.

6.2.6 Metalworking subsector

Joint ventures and local companies having forcign partners, and those supplying
products to them often adopt Japanese-style quality control systems and are active in
manpower development as mentioned carlicr. At the same time, however, many medijum—
sized cnterprises cannot secure experienced staff nor obtain fext books and standards used
for quality control and training, despite the willingness of the management. Also, very
few of them have rcached the advanced level of quality control incorporating "kaizen"
(improvement) as a primary goal.

On the other hand, small enterprises and micro cntcrpm,cs seen in the foundry industry
mainly manufacture products on the basis of drawings, specifications, and samples
furnished by customers upon order, and they do not have quality control organization and
equipment. For thesc enterprises, the development of a production specific technology is
still morc important rather than quality control persc.

6.2.7 Ceramic building material subsector

For the mdustry, thc most important issues. rclated to quality control arc the
_manufacture of products with stable quallty, and reduction of defects. At present, unstable
mixturc of raw materials makes proper process control difficult. As a result, product
quahty cannot be stablllzed resulting to hlgh rate of defects.

Approxmatcly 60% of companies are performing qualny control and 20% plan to
introduce quahty control systems according to a manufacturer survey. However, there is a

growmg mlsc(mceptlon about the ‘;lmllarlty of quality control and ln*;p(,cuon Most of the

6—11:'



companics including thosc who have responded that they will adopt quality control
systems have this in mind. They perceive that quality control simply means not to ship
defective products to customers. As a result, the cause for defects occurring in the process
is rarely analyzed, explaining why few activities are geared towards the reduction of rate
of defects. Furthermore, because final products arc inspected only visually, many defects

are found after shipment or upon completion of construction work.

At present, where supply shortage prevails in the market, it becomes difficult to
correet the misconception that quality control activity will mean cost increase.
Nevertheless, effective promotion of quality control is essential in ensuring the
improvement and stabilization of product quality in the future, and in strengthehing cost
comipetitiveness. Critical points in promotion of quality control are as follows:

1) To disscininate the true concept of quality control as the means to materialize
rationalization of the production process and of reducing cost. And to correct the
wrong perception that "quality control equals inspection to prevent the shipment of
defective goods;”

2) To understand the need for testing methods standards, and testing standards (be it
infcrnal or industry standards) that shall serve as basis for quality control, and to
understand that efforts to develop such standards coniribute to accumulation of
technology; and

3) To institutionalize the official support for such efforts by individual companics.

As for 1SO 9000 serics, more than 10 companics belonging mainly to the export
industry are reportedly considering certification, but only two of them are taking actions,

6.3 Required Promotion Activities for Quality Control

As for the organizations cngaged in promotion of quality control, as discussed in the
above, their number and performance are still limited compared to other countries. Their
basis of organization is weak and training activities are fragmentary, The following will
be essential in enhancing the promotion of quality control in this country:

1) Establishment of center organization, which undertakes research on quality control
technology suitable for this country, and disseminate it on the basis of well organized
long—term dissemination plan, The actual training acti#it_ies may be undertaken by
various organizations, which have training courses as presented in thé above. ‘However,

this proposed organization will provide these organizations with an adequate
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T curriculum and training materials with instructor training on the basis of their rescarch
) works.

2) To make use of resources available in this country, qualificd persons as quality
control instructor should be registered at appropriate organizations which can be
privatc companies, government agencies, research instituics, or academe. A follow-up
system in providing updates on QC information for these personnel will also be uscful
to maximize resources.

3) It is difficult for a local company to obtain documents and materials for the
improvement of quality control, as thesc are not widely available or have not been
translated to Indonesian fanguage. Under these circumstances, it is important to
cstablish or improve general access to such information, by making available libraries
in major cities in addition to the central facility.

4) The quality systcm based on IS0 9000 series imposes cxtreme burden among small
enterprises, which are still facing difficulty in learning the basic technofogy. It is also
true, however, that the development of industries with workable linkage and structure
will require the refocusing of quality control concerns of small-and-medium-sized

L enferprises. For this purpose, the development and dissemination of quality control
- systems that are viable for small enterprises to implement is timely.
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7 Strategy for Industrial Standardization and Quality Control
Promotion

7.1 Role of Standardization and Quality Control in Industrial Devetopment

711 Role of industrial standardization and quality control, and major
considerations to their promotion

To effcctively promote industrial standardization and quality control, correct
understanding of the roles of standardization and quality control as well as their mutual
rclations is essential.

Quality control is méinly jmplemented in production fields by individual companies”.
Evolution of standardization beyond individual companies into industry-wide, national,
and international levels, contributes to the improvement of efficiency of distribution and
cconomy: In particular, individual companies through their production activities benefit
from standardization as standardized products and methods are adopted, allowing them fo
perform effective quality control practices. In other words, standardization is not an end in
itself, but is considercd rather an initiative to translatc results into production and
distribution systems in the form of promotion of quality control®?. Thus, standardization
and quality control have an inscparable relationship.

(1) Quality control

“The limited understanding on the basic concept of quality control serves as a
bottlencck to its dissemination among Indonesian industries.

. Many still misconstrue. that quality control is costly that it and leads to lower
productivity. This mis’conccptibn' often arises from the fact that many people regard

inspection are quality control as onc and the same. Inspection-oriented. quality control

Y The concept of quality control is no fonger limited to factory floor. It has expanded to marketing and
administrative arcas. By the same token, qualily control is not confined to an individual company who also
requires its suppliers to pursue @nd achicve the same fevel of quality. In reality, however, different companies are
not tikely to adopt exactly the same method for quality controk. Here, standardization comes into play. The same
level of quality control is accomplished when different companies follow the standardized concept and approach
of quality control. L _ o _

D National standards provide the value to the industry only when they are used as the basis of manufaciuring
products having a sufficient levet of quality. . The development -of national standards must be accompaﬁied with
dissemination of q'ualily-m_)'nlrol that motivates induslri_es_lo manufacture products meeting prescribed quality
standards. Otherwise, standards will turn into mere slogans, . In Japan, one of the impeluses that has brought its
current economic suceess lies in industrial standardization and quality control that have been moving forward side
by side. In particular, the JIS mark certification system has set visible targets for manufaclurers; Lo produce JIS-
conformed products; to improve preduction technology, and promote statislical quality control.

-1



requires added costs for equipment and manpower, Also, the risc in design quality level
sometimes leads to a higher cost. Quality control if cffcctively incorporated into the
production process can reduce defects, and minimize the need for reworking and
adjustment. The result is higher productivity and lower cost. In addition, if the intended
quality level meets consumer demand, sales will increase resulting to a scale of cconomy
in production and further cost reduction,

Dissemination of quality control not only helps rationalize production activity of
-individual companies, but contribute greatly to structural developmenf of the industry by
fostering suppliers of reliable raw materials and parts. Structural development of the
industry takes place as 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. Internal production, serving only captive consumption of
limited size, is not an effective way of establishing production technology, nor does it
offer competitiveness in cost or price compared to specialized manufacturers having
cxpertise  and manpower.  Quality control helps in nurturing such specialized
manufaciurers who can be relied on 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 utilizes the application of standardized technical standards and
methods to improve and stabilize the quality of products, raise product yicld, and
increase productivity in shop floors and distribution channels. At the same time, strict
enforcement of quality control visualizes the need for further standardization. This
means that quality control starts from cfforts to comply with established standards,
national or international, and then further going beyond it. It must aim at meeting
present and future consumer needs and quality requirements. Such market~driven goal
prompis the development of new standards at the industry's level, which arc then
reflected in national and infernational standards. -

The evolutionary notion also applies to quality control methods. At present, quality .
control methods are increasingly adhering to international standards. Nevertheless, the
success of quality control is heavily affected by human, social and cultural factors. The
transplanting of international standards docs not warrant that they take root in_- any
country. Instead, they have to be used as the basis for dc?eloping_ﬁew methods suitable
under local conditions, which can then be standardized to ﬂoufish as. the couritry's
industrial foundation. ' |
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(2) Standardization

Standardization is a major driver for rationalization and streamlining of production
activitics as well as in the simplification of commercial trade. It is the process enabled
by producers, distributors, uscrs, consumers, and other persons in a neutral position. It
has inherent international perspective, and provides a technological basc that promotes
economic exchanges on a global scale.

From the producer's perspective, standardization is a powerful enginc that drives
broad based reduction of production costs, and improvement of corporate performance
in a varicty of ways, including the improvement of production yield, the deercase in the
number of customer claims, savings in raw materials and other inputs, reduction of per-
unit cnergy consumption, risc in operating rate, and improvement of labor productivity.

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 growth. While the government is expected to take the initiative in the initial
stage of promoting the standardization project, government--led standardization cfforts
alone do not produce desired resulf, and will not outrightly lead to an increased
awareness of standardization. The national standardization project nceds to be aligned
with promotional projects at different levels including (1) international standards, (2)
national standards, (3) association (industry) standards, and (4) corporate standards”. In
cssence, standardization should involve concerted efforts through the participation of
industrics and companies in the national standardization project, and in the promotion of

standardization within each company.

At the same time,. international standards can spcarhead standardization. Their
effective use aids in fransfering technology subject of international standards, and in
saving costs in developing national standards.-

(3) Limitation of industria] standardization and quality control and, change in their roles
reflects the demands of times
1) Existence of technology specific to-the industry as a prerequisite
As p'ointcd out earlier, promotion of industrial standardization and quality control
indirectly supports industrial development. Generally, industrial technology is divided
into: - 1) technologies specific to a particular industry, as design, processing, and

3 For instance, the industrialization standardization move in Japan' is largely driven by the establishment of JIS
and the cértification of JIS marks. Al the same lime, it has spurrcd the development of standards of various
associations and companics, including JASO, which in lurn support HS and its value.
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measurement, embracing product planning, R&D, manufacturing and inspection, and 2)
control technologies that arc linked to the specific technologics and heavily influence
product quality, efficiency, and cost, e.g., quality control and production management.
Needless to say, control technology such as quality control owes its very existence to a
specific applied technology. While many industrial standards arc closely associated

with basic technology, such as product standards and testing methods, standardization -

and quality control per se (i.e., activities that promotc standardization and quality
control) functions as comtrol technology. They can contribute greatly in rationalizing
production and distribution systems, but they need basic technology for them to work.
In other words, standardization and quality control can work increasing the value of
basic technology to the industry and society.

Take the automotive parts industry in Indonesia, for instance. At present, many
primarily shaped materials are imported into the country. To promoie localization of
these products, local companies must have the ability to produce them in accordance
with quality standards required by the auto industry. In fact, there are many foundries
which are expected to have capacity to produce primarily shaped materials in the future.
For second-tier companies who have modern foundry technology (specific technology)
at a certain level with the introduction of advanced equipment, availability of standards
specifying strength of a product and its testing method would be an effective technical
yardstick -for quality control, unless they have particular quality control standards, such
as those specified by their customers. Such standards can be used as the targeted level
of technology by a company in improving its technology level by utilizing specific
technology and improving their control methods, Eventually, it may be able to achieve
or cxceed the target level. On the other hand, the situation is different for small
enterprises as well as micro enterpriscs which constitute a majority of the foundry
industry. First of all, they do not have measuring cquipment and technology that can
identify conformity of products with standards. Or if it is possible to identify, they do
not have technological resources to improve their products to a level required by
applicable standards. : ' '

Having said that promotion of standardization and quality control s highly effective
in improving the efficiency of the industries and the economy, the above argument
leaves one caution: neither standardization nor quality control has any effect without the
development of technology specific to the industry. This. bears an important
implication on Indonesia. In particular; the focus of prdmotional éffo.ns for

standardization and quality control in the country should be placed on various industry

scctors or companies that have their specific technologies, 10 maximize the effect of
promotion. o .



2) Need for target sctting aligned with strategic focus of industrial development

The target (issuc) of industrial standardization and quality control varies greatly
over time and among countries. The chief factor detcrmining the target in a particular
setting is the strategic focus (areas) of industrial development, which inturn varies from
one industry to another.

The point can be illustrated by taking post-war Japan an example. | During the
industrial reconstruction period (1949 — 1955), priority was given fo the cstablishment
of JIS in the ficlds of equipment and raw materials requircd for restoration of the war-~
torn industrics. This was done by rcviéing and updating standards established before or
during the war. Another concern was the quality improvement of export goods. At that
time, Japanesc products were perceived as "cheap but low—grade goods" making quality
assurance particularly important for export promotion. In 1948, the Export Goods
Control Act was cnacted, and intensivc efforts were made to cstablish in the areas of
export ihspcction standards and mecthods for Hight industrial products such as watches,
cameras, and general merchandise. ' '

After 1955, the liberalization of foreign irade prompted the development of
standards for expert promotion as well as those related to transformation of the existing
industries, the fostering of _small'-—and—medium'—sized enterprises, basic and common
items and arcas, the security of safety and health of people, and protection of consumers,

“Then during the era of high economic growth between 1956 and 1973, the target
was in the development of industrial infrastructure and export promotion, particularly
1)"standar'ds conducive to rationalization and simplification of production and use, 2)
basic and common standards, and 3) standards required for rcgulatory measures, such as
safety standards for factories and mines.

In the moderate growth period after 1974, when the need for infernational
cooperation was raised, efforts to develop industrial standards became consistent with
three target arcas, namely the development of industrial infrastructure, resource and
energy savings, and the rise in standards of living in terms of quality of life. In addition,
special themes were set forth in each of the ldng—term industrial standardization plans:
pollution control including measuring instrurnents in the fourth plan (cstablished in
1974); internationalization in the fifth plan (1981); and the information age, new
technology, and international harmonization in the sixth plan (1986). ' |



7.1.2 Basic framework for industrial development in indonesia

(1) Coexistence of different types of industries and companics

At present, the basic framework for Indonesia's industrial policy is dirccted with
emphasis to market mechanism, the liberalization of imports, and the privatization of
state enterprises. This is a sharp contrast from the previous policies that vigorously
pursued localization in a repeated attempt to free the country from dependence on
imported industrial goods. The changes in industrial policy over time and its magnitude
have prbmptcd the dcvc!opmént of different industries. In fact, the couniry is today
accommodating three types of industrics that are distinguished by management style,
technology level, and target market, all being histofically related in terms of their
deve]opment.

1) During the periods when the government vigorously promoted Jocalization and
import substitution, policy priority was placed on protection of the local industrics
against foreign competition. Naturally, the industrics which have grown under such
protection policy often are weak in gaining international competitiveness. In fact, most
Indonesian industries have emerged from serving the domestic market that has huge
growth potential, and thus lack international ‘pcrspectivc, this constituting its wéak
point. In particular, manufacturers of raw materials, capital goods, and consumer
durables have these characteristics. Among industry subsectors covered by the present
study, a méjority is classified into these categories, including portions of the electronics
and clectrical equipment industry which cover home appliances, the industrial clectric
machinery and cquipmcnt industry, the auto and automolive parts industry, the
agricultural rﬁachincry industry, and the ceramic building materials industry including
wall and floor tiles. |

2) The industries which were born during the period capitalized on industrial growth
under the market mechanism, and consist of labor?-intensiv_e industries and some
resource—intensive industrics. They have been growing with some exposurc' to
competition in the international market and with imported goods. cherthelcss_,_ma_ny _
of them have enjoyed benefits givén a certain level of protection, cxcept for subsectors
of the clectronics industry that target the export market only, and are lcss.cbmpetitive
compared to counterparts in neighboring countries. Among the subsectors subject of
the present study, the electronic equipment and p_art_s. industry has been classificd into
this category. _ .

3) Finally, there are the industrics which have grown in response to an expansion of the
domestic market. ~ They primarily serve thc domestic market and local consumers



i preferences. Their products are far below those required in the international market in
terms of cost and quality. Among the subsectors covered by the present study, the
category corresponds to the unglazed roof tile subsector of the ceramic building
material industry, and the metalworking subsector consisting of local small-and—

medium-—sized cnterprises as well as micro enterpriscs.

The industries in categories 1) and 2) above contain diverse types in terms of
ownership: a) forcign-affiliated companies and joint ventures, regardless of their
principal markets, domestic or export; b) local enterprises (large and medium-sized
enterprises) having close technology-based relations with foreign companics, including
the use of brands; ) local enterprises (large and mediurn-sized cnterprises) receiving a
certain level of technical assistance from forcign companics and supplying raw materials
and parts to joint ventures and forcign affiliated companies and local companics®
mentioned before; and d) local small-and-medium-sized companies without
relationship with foreign pariners, which supply raw materials and parts to local
companies (large and medium-sized enterprises)™.

!w (2) Expectation of the roles of the industrial sector in economic development and major
* considerations for industrial development

Under the ongoing economic development policy of the Indonesian government, the

shift to an open market economy is a primary objective, with the industrial scctor

holding the key to the success via an increase in industrial exports, and further

promotion of import substitution. In 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 the cconomy in its take—off, as discussed in

Chapter 3. To this end, the sector nceds to be improved and reinforced in many respects.

At the same time, the country's industrial development strategy cnvisages the

attraction of foreign companies in the use of their technology, capital and market power.

In this conncétion, it is important to understand how Indonesia is positioned within the

framework of international deployment of various industrics, e.g., the establishment of

overseas production bases by industrialized nations and the NIEs. In view of the

tightened labor shpply' in Malaysia, Thailand, and Asian N1Es as a result of a rapid pace

of industrialization in thése countries, accompanied by an increase in salaries and wages,

foreign companies see Indonesia as a new production base with high growth potenﬁal

having 1) a certain level of technology, 2) a large domestic market with massive

9 Including direct supply of consumer goods to the domestic market. -
3 Including direel supply of consumer goods to the domestic market. .
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potential purchasing power, and 3) abundant labor supply. Thus, future industrial
development needs to be re—-directed to allow the country to explore its advantages to the
fullest extent.

To ensure the successful and sustainable implementation of the promotional strategy,

a bottom—up approach of innovation of the industrial sector is called for. Innovation

desired from the technological viewpoint is summarized as follows:

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

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

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

Promotion of standardization and quality control if properly managed, can lead to
their significant contribution in achieving the above objectives.

7.2 Strategies for Industrial Standardization and Quality Control Promotion

Successful promotion of industrial standardization and quality control can be measured
by the following results:

1) Quality control that brings about productive results to the production and distribution
systemn i$ accepted on an industry-wide basis.

2) The industries spontancously participate in development of standards fo accelerate
the development and updating of effective standards that meet required levels by the
industries, and used as the basis of quality control®, _

3) Quality control methods and certification systems used in Indonesia become
internationally rccognized. ;

These objectives can be achieved through the following approaches, 1) _dissémination
of standardization and quality control to related industries, and 2) the cstablishrﬁcnt and
development of an organization and system that would promote standardlzdnon and
quality control.

% As pointed out earlicr, ndlmnal standards are not only standards used for quality conlml and m-homc standards
as well as indusiry standards are also focused in this context. :
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In Indonesia, the nced to promote standardization and quality control was widcly

recognized with some efforts having been faken so far. Yet, such cfforts have not been so
successful. Reasons cited vary across industry subscctors, and types of companies in each
subsector. The following section reviews thc perceived need for promotion of
standardization and quality control by type of enterprisc in each subsector covered by the
study, the major impeding factors, and possible solutions.

(1) Foreign-affiliated companies and joint ventures
These companies are particularly dominant in the auto and automotive parts industry,
the electrical and electronics industry, and the metalworking industry which are all
covered by the present study”, and are urged to increasc their intcrnational
competitivencss. In particular they are expected to 1) achieve scale of cconomies in
production by exporting products that are produced for a market of limited size, and 2)
reduce costs by increasing local procurcment of raw materials and parts that are
currently imported. i
These companies are alrcady implementing relatively high levels of standardization
and quality control, Their primary concern lies in responding to the need of sccuring the
I quality and performance of local products in order to accelerate local procurement.
e They aim to improve productivity of suppliers through claborate quality control and 1o
boost the availability of locally produced components and parts with competitive quality
and price. At present, this can be accomplished by procuring mostly important parts and
primarily shapcd materials from foreign—affiliated suppliers including joint venturcs
opcrating in Indonesia or through imports. On the other hand, the quality of products
purchased from local companies is assured to be inspected 100%, mainly through visual
check, on the supplier side. But some items are not covered by visual check, so it is
desirable to assure product quality by means of in-process control by suppliers,
replacing the acceptance inspection by customers.

The second biggest concern of foreign-affiliated companics related to quality
control is proliferation of quality awareness to their cmployees. Generally, foreign--
affiliated companies and joint ventures have their own established brands promoting
them to secure product quality and performance so as to meet standards sct by each
brand. For this purpose, most companies have transplanted quality conirol systems of
their parent companies and centrol product quality by applying in-house standards. At
present, this arrangemént produces mostly satisfactory results, for which the statt sent by )

g parcnt companies play a critical role. Most companies still have to establish independent

D In another subsector covered by the study, the ceramic construction material indusiry, no foreign-affiliated
_ companies nor joint venlures are operating,



quality control systems that are operated by local cinployees. While quality check in
cach process is performed by, and inspection methods up to data recording have been
transferred to local staff, the usc of the inspection result, i.e., in finding a causc for
defect and to devise corrective measures, requires advice and guidance of staff sent by
parent companies. Many companies have been training quality control personncl
through their own programs, as well as training at their parent companies. However,
with an accelerated rate in demand growth, it will exert pressure on companies' resources
because 1) of the anticipated increase in production activity demand more than the
quality control personnel, and 2) quality control training requires timc and cosf as it
starts from quality awareness and knowledge of statistical data processing that constitute
the fundamentals of quality control techniques. To overcome the situation, public
organizational support is desirable to provide basic education and training.

As for standardization, these companies do not fcel the need for participating in
efforts of developing standards, because they basically rely on foreign standards, i.e.
those of parent companies, and have rarcly used Indonesian standards. However, they
will increasingly be awarc of the need to actively involve in the development of .
Indonesian standards so as to ensure that they are applied to the current production and
distribution systerns without confusion. In addition, they will be increasingly demanded
to 1) develop products meeting. local needs, and 2) develop and use Indonesian standards
for local procurement purposes. Further, with the interest of promoting standardization
efforts, these companies are expected to take the lead as well as in updating Indonesian
standards for it to become widely acceptable in actual industrial operation.

(2) Local large and medium-—sized enterprises directly dealing or having alliance with
foreign-affiliated companies and joint ventures
The major challenges for these companies which are particularly from the auto and
automotive parts industry, the electrical and electronics industry®, are 1) to reinforce
competitiveness by raising production yield, and 2) to promote cost reduction through an
increase in scale of production by exports. |
Quality control activities of these companies are based upon instniction of their
customers or partners (foreign-affiliated companies and joint ventures) and take the
form of education and training at foreign partners' facilities or technical assistance. They
only have minimum rcquireci cquipment for quality. control, - Likewise, as seen in the
previous section, their quality control ability of the local staff is fairly limited, This is -
evidenced by the fact that none of these companies apply quality control data collected at

®  There is no ceramic building material manafacturer classified into this category.
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field to "kaizen" (improvement) cfforts. Since these companies conduct quality control
in cach process, quality control has became cffective in preventing shipments of
defective products. However, cfficiency in production remains unimproved mainly
because of the limited knowledge and experience of quality control personnel, and partly
due to the lack of incentive in a fairly protected market environment where products are
mostly purchased by customers. |

These companics use foreign standards specificd by their customers, but few modify
them and accumulate into internal standards as the basis of subsequent technological
development. Thus, standards will not likely contribute to the improvement of technical
capability. This fact is closely rclated to the lack of "kaizen" efforts in the quality
control activity as discussed above. As a result, they keep on using standards and
manuals that are provided by outside sources, i.c., internal standards provided by
customers or foreign standards. The quéllity control concept has to be understood by the
management and quality control personnel.

As scen in forcign—affiliated companies and joint ventures, it is desirable to make
certification and inspection in Indonesia acceptable to the export market by mecting
requirements for certification of product quality, and of the systemn demanded by

importing countrics in preparation for the anticipated increase in exports of products
(parts).

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

Among the subsectors covered by the present study, companies of this type are seen
in the metalworking industry, the electronics and clectrical industry — particularly, the
industrial clectrical equipment and home appliance subsectors - and the ceramic
building material industry, mainly ceramic tiles (floor and wall) and glazed roof tiles.
These industries expect 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 cfficiency, and 2) the
improvement of target quality and performance levels.

All the companies introduced foreign technology with production equipment at the
initial stage of operation. Thus, they also reccived fechnical assistance in quality conirol
from foreign companies, While quality requirements arc. relatively high, price
competition has not been intensive.in these mark'ets. As a result, quality control activity
has been focused on the prevention of shipping defective goods than in the improvement
of -production cfficiency. Also, quality and performance levels required by customers
are below international levels. ' |

Quality control equipm_en't is not fully owned nor effectively used.
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These companies will face increasing competition with low—cost imported goods,
including the inferior ones. Unless they show quality competitivencss over imports, they
may facc a survival risk. Also, they have to make quality control as a company-wide
cffort, and consequently procure adequate equipment for quality assurance.

For this purpose, providing incentives aimed at improving 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 covered by the present study, these companies are found in
the automotive parts industry (scrving the after market, and not those dependent upon
auto makers), the foundry and machining (metalworking) industries, and the unglazed
roof tile industry.,

These companies conduct few quality control activities, mostly limited to visual
inspection at the final stage of production. Production technology is mostly copied from
manufactured products in the past, and know how for it is limited to managers and some
staff. Accumulation of technology through the development of internal standards (or
manuals) is not seen,

In essence, these companies serve the markets that arc more sensitive to price than
quality, and accept the use of low—-cost raw materials and parts having uncertain quality.
Thus, there is no clear need for quality control among these companies, and market
incentive seems to be the best way of promoting the value of quality control,

For these companies, incentives for quality control should be provided by the use of
the certification system. While education and training need in order to be promoted to
seeure quality control personnel as the need arises,

Given the overall consideration to the existing environment for the promotion of
standardization and quality control, the following are recommended as ‘optimum
strategies (Chart 7-1),

(1) For successful dissemination of standardization and quality control among industrics -

1) Except for foreign-affiliated companies and joint ventures, there is-either a lack or
very weak motivation for local companies to work with standardization and cjuality
control, The first step therefore, should involve the initiation of motivation. The
development of a certification system is expected to play a critical role ‘here; as-it
becomes useful system for industries to rely on. This way, thc' industries -are
cncouraged to raise its quality awareness while obtaining certification in the process.
The following results are expected to be realized: '
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a) They will be able to recognize the importance and cffectiveness of industrial
standards in production and distribution arcas.

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

¢) They will be motivated to participate spontancously in the development of national
standards relevant to their industrics.

d) Revision of the existing standards according to indusiry's nceds, and the
encouragement to develop new standards, thereby increasing the value of such
standards.

¢) 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

environment that urges industries to give priority to quality.

2) The concept and methodology of quality control conducive to the improvement of
operating efficiency need to be disseminated to the industries, particularly among
foreign—affiliated companies, joint ventures, 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 on to their needs, as to the development of
standards.

(2) At the same time, the following stratcgies are recommended 10 enhance the system
of promoting standardization and quality control:

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

a) The move to establish and update standards will be unleashed, while the use of
~ standards will be encouraged to raise public awareness on their uscfulness.

'b) As a resulf, the industries can and will reflect on to their needs for future

development of standards on a continuous basis.

2) To establish an organizzition and structure that will take the fend in quality control
drives at the national level, enabling the promotion of quality contro! in a systematic,
organized, and sustainable manner.

3) To make standardization and quality control system of Indoncs:a internationally
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recognized. The following results arc then expected:

a) Expectation for growth in the number of industries adhering to Indonesian ‘
standards and certification system, as participation in the standardization process is
encouraged. :

by The frequent use of standards by industries will help in aligning standardization
process with industry' needs.
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8 Program Recommendation for Industrial Standardization and
Quality Control Promotion

Introduction: Framework of Programs

The gencral framework of recommendation is summarized below. The
recormnmendation consist of two strategic thrusts designed to increasingly disseminate
standardization and quality control to industries, and intended to enhance a system that
promotes standardization and quality control,

In addition to the programs that set forth actions for thc promotion of industrial
standardization and quality control, the following arc recommendations that indicate the
basic direction and methodology of ongoing standardization cfforts.

The recommended action programs by related organization is discussed in Chapter 9.

For Successful Dissemnination of Industrial Standardization and Quality Control to the

Industries
Thrust 1:. improvement of Quality of Life and Quality Consciousness through the
Implementation of Certification System

i

Program 1: Introduction of certification program for automoilVe replacement safety
parts
Program 2: Introduction of  safety mark certification program for home electrical

appliances

Thrust 2; improvement of Operating Efficiency of Manufacturing Industry and
Promotion of Industrial 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 enterpriscs
Program 4: Establishment of registration scheme of quality system consultant
~ Program 5: Establishment of certitication scheme for quality control officer in factory

For Enhancement of System_for Promofion of Industrial Standardization and Quality
Control ' ' | ' -
Thrust 3: Improvement of System for Standards Development and Dissemination
to Meet the Demand of Industry '
Program 6: Preparanon for rationalization of standards development process




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

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

Program 9: Increase in public confidence on product certification system

Thrust 4: Establishment of an internationally Recognizable Accreditation and

Certification System
Program 10: Promotion of international mutual recognition of certification system

sk ok ok o ok sk ok ok ok Ok ok ok ok sk ok K K

(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 Certification System

Product quality most recognized by consumers is related fo saféty of daily use. By
implementing a reliable product certification system that will cover safety aspects, quality
awareness of consumers can be raised, which 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 8-1.

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

Program descriptioh _
Automotive spare parts in general, are directly purchased and fitted cither by
consumers or repair shops. While spare parts supplied by auto makers are manufactured
according to safety standards established by each manufacturér spdre parts which are rn'cre
copies of genuine products are also distributed in the market. The latter when msta]lcd on
cars, create a risk of accident that endangers not only. drivers but other vchlclcs ‘and t
pedestrians. The risk involved becomes very serious if the mmdted component relates to
safety of vehicle driving. Thus, it is worthwhile to introduce a prOduct certification
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program for paris that arc widely distributed in the after market.
The program is expected to cntail the following actions.

(1) Development of standards for automotive parts related to safcty

The conduct of a survey is necessary to determine distribution of automeotive spare
parts (including those distributed via retail outlets and repair shops) and to identify spare
parts, both imported and locally produced, sold in volume, except for genuine parts sold
under brands of auto makers. Then, those parts that have close bearing to driving safety
and pollution contrel will be selected as candidates, Based on hearings conducted
involving auto industry, the automotive parts industry, the automobile repair industry,
parts retailers, and general consumers, spare parts requiring certification will be sclected
and priorities will be established. For products that are perceived high prioritics,
standards will be established. For the time being, forcign standards such as JIS and

JASO, and international standards, may be used where applicable.

(2) Increased involvement of the relevant industrial associations in standards
development and dissemination
Participation of representatives from the auto industry, the automotive parts industry,
the automobile repair industry, parts retailers, and general consumers in development of
standards will be encouraged. In particular, active participation of IATO is important.

(3) Upgrading R&D capability for development of automotive parts standards rclated to
safety
While most standards relafed to automobile safety can be made to internationally
applicable standards, some need to be fine tuned to local conditions in cach country. For
this purpose, it is recommended to establish a project team within a research institule
(for instance, B4T) in conducting research and study on sclected spare parts according to
the level of urgency and priority, thereby collecting data xequired for a study of related
standards. Such research activity will also be useful in nurturing the ability to develop

new products for the industry in future.

(4) Establishment of standards for automotive parts
Based on the results of the research. project, the standards will be established for
parts including that of testing method. At the same time, foreign and international

standards used as provisional standards will be revised as actual data are obtained.



(5) Imtroduction of certification system for automotive replacement parts rclated to
safety
Spare parts for which standards have been cstablished and related tests can be
conducted will be designated as products eligible for certification. The certification will
be implemented by upplying the mandatory SNI certification system under SSN. When

this system is implemented, it must be in line with related regulation wherever they exit.

(6) Development of testing and inspection system required for the certification of
automotive parts _ '

To maintain public confidence in the certification system, there should be sufficient
resources 10 carry out tests for all the spare parts requiring certification, including
imported products. In practice, however, testing requirements far exceed capabilities of
public testing organizations, which need reinforcement by infusing major investment.
Nevertheless, the auto makers and large suppliers have a variety of testing and inspection
equipment that arc considered vital resources. In view of this, the accreditation system
for testing organizations should be revised (Program 9).

Key Success Factors

1) Mandatory certification can be enforced in two ways. First, standards or
certfification can be made compulsory within the frame work of SSN. Second, is to
regulate the safety of automotive parts by enactment of a law to establish requirements.
The latter is desired from the viewpoint of an idecal standardization process for the
country, as will be discussed later. This field of work, however, may be handled by
Ministry of Transports as indicated in Chart 4-4. In this case, safety regulations are
established for parts standards. '

2) Spare parts subject of certification will be selected in consideration of the availability
of testing resources. Once the certification system starts, it should be strictly enforced
to include marking requirements for all the certified products. Efforts to exclude
unmarked products from the market in order to maintain public confidence would
likewize be necessary. _ '

3) Substandard spare parts presumably include many imported products, which should
also be subject fo certification. In this connection, the certification system should
include certification requirements for importers of products subject to mandatory
certification, ' _ _ _ |

4) Enforcement of the certification system requires cooperation of the auto and .
automotive parts industries. A public campaign to promote the link between quality
and the marked products should be fully s_upportcd by the government in order to
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obtain the understanding by the industries of the benefits under the program, and to

prevent undue cost increase on the part of participating manufacturers.

Suggestion for Implementation
(1) Organizational setup |
1) Leading agency: DG, MOI
2) Other supporting and implementation bodics
a) Study on distribution of spare parts, and sclection of candidate products: DG, MO1
b) Development of draft standards for automotive safcty parts, and cncouragement of
trade organizations to participate in the development and dissemination of standards:
PUSTAN, MOI
¢) Testing and inspection required to develop safety standards for automotive parts:
B4T |
d) Introduction of the certification syster for automotive safety parts : DG, MOI
¢) Mobilization of testing resources for certification tests for automotive parts:
PUSTAN, MOI

(2) Implementation steps _

In some countrics, the certification system is operated under the voluntary
management of trade orgénizations. However, in Indonesia where there is a general lack
of qu_ality awareness among the industries, voluntary management may result in arbitrary
cnforcement of the system. Instead, mandatory certification is considered as a good
starting point, then shifting to voluntary management when the system is widely adopted
by the industrics.

Implementation steps are described as follows.

. Year : [ st [ 2nd | 3rd | 4th 5th
Program 1: Introduction of certification program for automotive replacement safety parts

1) Study on market of automotive replacement pats s
2) Selection of parts for the certification : : : " a—

3) Development of standards for the parts

4) Legislative preparation for the regulation (‘) ' ——
5) RA&D required for development of standards

§) Rovision of testing labo accreditation scheme e A

7} Development of testing/inspection system for the scheme

|8 Start of operation of the certification scheme

Mote: The above steps includs tﬁe initial step for preparation only.
{*) Including the preparation for application of the program to the imported products.



(3) Prerequisite actions for program implementation
a) Application of mandatory cerfification to imported goods?
b) Rcasscssment and revision of the accreditation system for testing organizations
(Program 9)

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

General consumers tend to choose 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 the life and property such as due to electrical leak and overheating. To
exclude products from not complying with safety standards in gencral distribution, a
product certification program is recommended to be introduced for widely sold home

appliances that require safety precautions which can easily be copied.

The program will entail the following actions:
(1) Development of standards for home appliances related to safety

Among home appliances on distribution, thosc having scrious implications on
consumer safety (e.g., a risk of electrical leak or fire damaging personal life and
property) will be sclected as candidates for mandatory certification. Based on opinions
obtained from the electrical equipment indusfry, the retail industry, and general
consumers, products subject to mandatory écrtification will be selected in order of
priority. Then, standards will be established for products with high priority. As interim
measures, foreign standards including J1S as well as international standards will be used
as provisional standards,

(2) Increased involvement of the relevant industrial associations in the development and
dissemination of standards
Representatives of the electrical equipment industry, the retail industry, and g é,eneral
consumers will be invited to participate in the standards development process.

(3) Upgrading R&D capability for the dcvclopmcnt of standards for home apphances
rclated to safety

While most standards related to safety of “home app]ianccs are internationally

Y If the proceduse for applying mandatory certification to imported goods lakes time, the alternative way may be

for Indonesia to make request to exporling countries for the application of certification system of these countries
to their exporting products



applicable, some need to be customized to Jocal requirements and conditions in cach
country. Such standards have to be developed through field research including various
tests and cxperiments. For this purpose, it is recommended to establish a project team
within a rescarch institute (for instance, B4T) which will conduct research and study on
sclected products according to the order of priority, thereby collecting data required for
development of safety standards. The research project will also be useful in nurturing

the ability to develop necessary components and parts for the industry in future,

(4) Establishment of standards for home appliances related o safety
Based on the result of the research project, new safety standards will be established.
At the same time, foreign and international standards used as provisional standards will
be revised to reflect actual data obtained.

(5) Introduction of certification system for home appliances
products for which standards have been established and related tests can be
conducted will be designated as products applicable to the certification.  As the legal
basis of the certification system, a law ensuring the safety of home appliances will be
enacted by the Ministry of Industry to require the use of the designated products’ that
conform with the standards.

(6) Establishment of testing and inspection facility for certification tests for home
appliances '

To maintain public confidence in the certification system, it is important to have the
ability to test all the products designated for certification, including imported ones. In
practice, however, there are fow testing organizations in the country that conduct
required tests for home appliances. PLN and a testing laboratory planned by the
Ministry of Mining and Energy are limited to testing related with industrial clectrical
equipment particularly cables and wires. B4T is reportedly capable of conducting some
fests that are limited in scope. - Under thesc circumstances, it is recommended to
establish a testing organization in or around Jakarta® . An example of list of testing
equipment required for the testing organization is shown in Chart 8-2. In this hist, the
-cquipment is assumed to be procured step by step starting from that of basic needs. The
list, however, includes the cquipment available at the existing testing Jaboratories.

Nevertheless, conducting all the required tests at public testing organizations will

2 ['he testing organization in Bandnng should focus mainty on research, and human resources development, while

an organization specializing testing aervlce should preferably be established in and around Jakarta where there is
largc demand.



require large investment which will likely become a bottleneck for future expansion of
the certification system, Alternatively testing equipment owned by clectrical equipment
manufacturers can be used. For this purpose, the accreditation system for testing

organizations should be reviewed (Program 9).

(7) Establishment of guidelines for implementation of quality system adequately
focusing on the home appliance industry
In enforcing the certification system, technical support must be extended to existing
companies which are not able fo comply with certification standards, particularly small-
and-medium-sized enterprises. The current product certification system reviews the
quality system in addition to product quaiity and performance. However, the quality
systemn is generally based on ISO 9000 and cannot be immediately complied with by
local small enterprises. As discussed later, enforcement of the certification system
should accompany support for smali-and-medium-sized enterprises by developing and
disscminating the quality system specifically designed for them (Program 3).

Key Success Factors

1) Mandatory certification can be enforced cither by establishing compulsory standards
or certification, or enacting a law ensuring product safety in cstablishing requirements
including certification. The latter is desired from the viewpoint of establishing an ideal
standardization process for the country, as will be discusscd later. In this case, safety
standards are established separately from the law which will cite such standards to
show legal authority,

2) Products subject to mandatory certification will be selected in consideration of

availability of testing resources. It should be noted that the safety problem is not likely '

to occur in products that are selected by consumers on the basis of brands. Thus, the
certification system should focus primarily on products for which brands are not
established, and are less-preferred by consumers by appearance.  Also, once the
certification system starts, # should be strictly enforced, to include marking
requirernents for all the certified products. Efforts to exclude unmarked products from
the market, in order to maintain public confidence should also be necessary.

3) Products with no assurance of quality presumably include many imported. products,
which should also be subject to certification. In this' connection, the certification

system should cover certification requirements for i'mportérs of products subject to

mandatory certification. :
4) Enforcement of the certification system requires cooperation of the related industries.
A public campaign to promote the link between the quality and the marked products



should be fully supported by the government in order to obtain the understanding by
the industrics of the benefits under the program, and to prevent undue cost impacts on

pariicipating companies.

Suggestion for Implementation
(1) Organizational setup
1) Leading agency: DG, MOI
2) Other supporting and implementation bodics
a) Study on distribution and consumption of home appliances, and sclection of
candidate products: DG, MOI
b) Development of draft standards, and the cncouragement of industry fo participate
in development and dissemination of standards: PUSTAN, MOI
¢) Testing and inspection required to develop safety standards; B4T
d) Establishment of safcty standards: PUSTAN, MOI
c) Introduction of the certification system: DG, MOI
f) Mobilization of testing resources for certification tests: BPPT, MOI

2 Implcmentaﬁ(m steps

In some countries, the certification system is operated under voluntary management
of trade organizations. However, in Indonesia where there is a general lack of quality
awareness among the industries, voluntary management may result in arbitrary
enforcement of the system. Instead, mandatory certification is considered as a good
starting point then shifting to voluntary management when the system is widely adopted
by the industries. o ' '

Implementation steps are described as follows.

Year: [ st | - 2nd 3rd 4th 5th

Program 2: intreduction of safety mark certification program for home electrical appilances

1) Selection of home appliances for ihe certification

2) Development of standards for the appfiances

3) Legislative preparation for the regulation () . : f—

4) R&D required for development of safety standards

E) Development of lesting/inspection system for the scheme

8) Start of operation of the certification scheme ' . i
Program 3 Development & dissemination of QC system for SMEs \
F'régram 5: Establishing cert'rﬁcal_i;h scheme for QC officer A
Program 7: Establishing erganization for standard'n ard QC promotion A
Program 9: Revision of testing labo accreditation scheme | A i

Note: The above steps inélude the initial step fer. preparation only.
(*).Including the preparation for application of thé_ program fo the imporied products.



(3) Prerequisite actions for program implementation
a) Enforcement of the mandatory certification system to imported products
b) Establishment of an electrical product testing laboratory
¢) Reassessment and revision of the accreditation system for testing organizations (scc
Program 9)
d} Development of quality system specifically designed for small-and-medivm-sized
enterprises (Program 3)

Thrust 2: Imprevement of Operating Efficiency of Manufacturing industry
and _Promotion of Industrial Deepening through Increased.
Dissemination of Standardization and Quality Control

At present, the primary objective of industrial standardization and quality conirol promotion
in Indonesia is to build the foundation of the industrial sector for sustainable development in the
Suture, by improving its operating éfﬁciency and promoting 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 fully motivated to
work toward industrialization and quality control, as these efforts are essential in surviving in a
highly competitive environment. Thus, the standardization and quality control promotion program
for these enterprises should be limited in support to areas where they fuce difficulty in overc'oming
individually. 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 the
overall indusirial sector, which consists of a) the quality system consultant regz'st:ration 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 enterpfz'ses wirﬁ a view of
disseminating quality awareness and quality control pracrice, in accordance with the conditions of

small-and—medium —sized enterprises.

Program 3: Development and dissemination of quallty system-
certification scheme specifically designed for small-and—_.
meduum-sazed enterprises

Program Description
At present, there is a marked difference in technology and quality between two
distinguished groups of companies, local small-and-medium-sized cntcrprlscs on one

hand, and joint.ventures, local companies having foreign partners; and local ldrgc
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enterpriscs on the other. The difference is reflected by the fact that the latter imports raw
materials and parts which are also available from the former. Clearly, the improvement in
the quality of products supplicd by small-and-medium-sized cnterprises 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 cducating
managers and employees to understand the need for quality contro} and its effect,
dissernination 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 cnterprises. Instead, it promotcs
adoption of the quality system which targets achicvement rate of 60 - 70% from thosc in
1SO 9000 scries, and is designed to serve as the first step to facilitate upgrading to high
levels.

This kind of intermediate system, however, is not suitable for thosc cnferpriscs who
actively cxport their products, since the application of such system will tend to result
adversely as the enterprises become incapable of applying ISO 9000 series quality system.
In Indonesia where a domestic market is large and many smali enterpriscs rely on domestic
demand, however, the intermediate system is considered to be very effective.

Naturally, the succcss of the system also depends upon the existence of an
organizational setup that will support its promotion (see Programs 4, 5 and 7).

(1) Design of quality system suitable for small-and-medium-sized enterprises
Based on the quality system complying with ISO 9000 scrics, a similar system
envisaged for small enterprises will be established. The quality system will cover items
to the extent of 70% of those in ISO 9002 . It is designed to facilitate the
understanding of the "kaizen". concept (or continuous improvement) and mcthodology
through practicing the quality control by the system.
(2) An organizational setup for the promotion of above-mentioncd quality control
system _
An organizational framework for the promotion of the above quality control will be
cstablished, consisting of the foll_ow.ing functions:
-a) Management and promotion of the certification system, and advertisement of
certified factories o |
b) Technical assistance for small-and-medium-sized enterpriscs (see the "quality
system consultant registration scheme” and- "quality control - officer certification

scheme")

H  “pSN-Module I' may be used for this purpose, though the detail is not reviewed in this study.

8 ~11



c¢) Patial financial assistance for the cost of implementation of the quality control
system
(3) Implementation of the certification system
Technical assistance will be provided for small-and-medivm-sized enterprises who
plan to introduce the control system. Those who have successfully implemented the
system will be registered and receive a registration certificate. The registered companies
will be publicized through mass media. '
(4) Adcquate support
Making known the factories cerified under the quality system known to the public
will provide other companies looking for local sources of raw materials and parts, with a
list of candidate companics. Also, requiring certification for government procurcment
will encourage manufacturers to introduce the quality system. _
(5) Financial assistance to small enterprises in soliciting the services of qualified quality
consultant -
To reduce financial burdens of small-and-medium-sized enterprises which will
introduce the quality system, the cost for hiring a consultant will be partially financed by
the government.

Key Success Factors

1) Quality control cannot be accomplished over night. It has to be acquired over a long
period of improvement and refinement to fit the company's requirements. At present,
there is no strong incentive for small-and-medium-sized enterprises mainly serving
the domestic market to initiate quality control efforts, Under these circumstances, the
government is expected to play an active role in disseminating quality control from the
viewpoint of promoting future inter—industry linkage. A clear evidence that quality
control can produce visible busincss results ‘is essential, in addition to providing
information related to the basic quality control concept and method, as well as
fostering of quality control personnel. Possible measures iniclude the publication of a
list of certificd companieé providing information that can be used as. the basis for
selecting suppliers by large companies, and making certification one of requirements.
for participation in the government procurement process.

2) Further support for small-and-medium-sized cnterprises which plan to introduce
the quality control system holds the key to the success of the program. In addition to
actions proposed in the previous section, support by the local chamber of commerce
and other organizations will prove to be useful.
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Suggestion for Implementation
(1) Organizational setup
1) Leading agency: PUSTAN, MOI or the promotion organization for standardization
“and quality control as will be described later
2) Other supporting and implementation bodies
a) Management of the certification system: PUSTAN, MOI or thc promotion
organization for standardization and quality control described later
b) Development and improvement of the quality control system: PUSTAN; MOI or
the promotional organization for standardization and quality control as described
later
¢) Technical assistance for. small-and-medium-sized enterprises who plan to
introduce the quality system: DG, MOIL, and the "(certificd) -quality system
consultant" described later

d) Financial assistance to cover the cost for implementing the quality control system:
DG, MOI

(2) Implementation steps
" As described below.

Year P st 2nd 3rd 4th | 5th
Program 3: Development & dissemination of quality system certification scheme specifically designed for SMEs
1) Design of QC system suftable for SMEs '

2) Organizational satup for promotion of the system

3) Start of operation of the centification scheme

Program 7:Qrganization for standard'n and QC promotioh 4

Program 4: Establlshment of reglstration scheme of quality system
consultant

Program Description:

When enterprises intend to establish the qudhty system based on the ISO 9000 scrics,
they mostly use outside consultants, since they rarely have staff with proper expertise and
experience. ‘This program aims to avoid the serv1ccs as provided by unqualified

consultants by registring only those who have adequate cxpcrlcnce and expertise. Such
qualified services will facilitate the opcratlon of the quality system based on the ISO 9000
series. : |

ThIS scheme considers the provmon of effective. incentives in nurturmg capable
consultants that render services for the activities.
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The objectives of this scheme are as follows:

1) To maintain the registration of quality system consultants (both firms and
individuals) who meet the required registration criteria

2) To raise the level of consulting services provided by quality system consultants in
Indonesia

3) To publish a list of quality system consultants

The program includes the following activities:
(1) Establishment of registration criferia
The registration criteria must approximate international Jevel to maintain the level of
quality system, which is to be certified by an Indonesian certification body.
The following shows an example of registration criteria.’
1) To have earned the specified academic credentials, or to become a member of a
quality assurance association or similar associations
2) To have attended a Training Course on 1ISO 9000 for example, that is approved by
the 10A in UK, and fo pass the course tests
3) To have a 5—year work experience which includes quality assurance work
4) To have practiced as a quality system consultant for more than five times, of which

three occasions were in Indonesia

Consultants which meet all of the above conditions for qualification can apply for

registration. Applicants who do not meet the performance conditions set in item 4) above |

can apply for a provisional registration.

(2) Commencement of registration

The operation includes publicity information works, registration, listing of the -

registered consultants, and presentation/publication of the list.

Key Success Factors. , .

1) At the initial stage of operation, number of consultants qualified for registration will
be limited. Nevertheless, it is essential to keep the level of registration criteria at an
international level, and to operate the scheme completely in compliance with the set
criteria, to maintain the confidence for it. _ '

2) For the successful operation of this scheme, publicity information activities are
indispensable. ' ' |

3) In cases where there are demands from factories wishing to employ consultants, the

scheme shall not permit the recommendation of a particular consultant; instead, the
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scheme should limit its action to providing information contained in the registration
list.

Suggestion for impiementation
(1) Organizational sctup
1) Leading agency: DSN or PUSTAN, MOl
2) Other supporting and implemcntation organizations
a) Establishment of registration criteria: DSN or PUSTAN, MOI
b) Operation of the scheme: PUSTAN, MO, or an organization 1o be established for

dissemination of standardization and quality control

(2) Implementation steps

Implementation steps are described below.

Year : [ st | 2nd 3rd 4th 5th

Program 4:-Establishment of registration scheme of quality system consuitant

1) Setfing required qualification for registration

2) Preparation for operation of the scheme

3) Start of operation of the scheme ' 1

Program 7:Organization for standard'n and QC promation

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

Program Description

The current SNI certification scheme assumcs a quality system certification as one of
its requirements. The certified companies have to maintain the quality systermn not only in
application. Thus, they have to have more than one quality control officers, who possess
the expertise, and shall serve as the core staff for quality control promotion.

While there are many compdme‘; which are aware of the importance of guality control,
they do not implement it because of lack of quality control staff with required expertise
and experience. - '

This program assists the system in nurturmg the quahty control staff by defining the
duties and qualification of quality control officer, taking into account their important role

in quality conirol implementation.

(1) Defining duties of the quality officers
Ftrst of all, the role of quality officers in lmplememmg the quality control reeds to
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be defined. The contents of the program that aims nurture the quality officer will vary
depending on the dutics anticipated.
An example of the dutics to be undertaken by the quality officer:

a) Drawing up action plans for in-housc standardization and quality management,
and leading their implementation based on said action plans prepared;

b) Overall management with regard to the establishment of in~housc standards and
any revisions thereof;

c) Assessment of quality of products produced;

d) Supervision and guidance for the in-line use of in-house standardization and
quality management, and necessary coordination between relevant departments;,

¢) Supervision and advice in solving problems arising from the process, and devising
mcasures for complaints;

f) Training of relevant staff and operators for in-house standardization and quality
management,

g) Guidance to relevant staff with regard to quality control of materials and parts
procured from outside suppliers

The following are the detailed duties of each stated above.
1) Drawing up action plans for in-house standardization and quality management, and
promotion of its implementation
The in-housc standards must be established and distributed to the relevant
departments as the basis for undertaking the in-house standardization and quality
management. In recent years, standardization and quality management practices in
factories and offices have advanced significantly in many cases, in keeping with rapid
innovation of technology. It  is important, thercfore, to promote in-house
standardization and quality management on the basis of an established plan which

reflects its progress and in meeting the need for technology advarncement,

2) Overall management with regard to the establishment of in—house standards and any
revisions thereof | '

It is a common practice that-an internal committee is organized for the establishment
and revisions of in'—h_ous_c standards. The quality officer should spéathcad this
committee, particularly in coordinating drafts, directing rrn%:etings,_providingE minutes,
foliowing—up the required procedure after decision, and distribu'tion_-and dissemination
of the in~house standards to be established or revised.
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3) Assessment of quality of products produced

Assessment of quality of the products produced is cssential in judging the level of
quality realized as it meets the target set by the in—house standards, and in setting the
target for further improvement of quality. In gencral, this is achieved by monitoring
product quality in accordance with the product ingpection standards internally
established; and analyzing average values and the degree of irrcgularity in quality.
Histograms and control charts arc often used for monitoring and amnalysis of product

quality.

4) Supervision and guidance for the in-linc use of in-housc standardization and
quality management, and necessary coordination between relevant departments
The quality: officers must monitor the state of in-linc usc of in-housc
standardization and.q_uality management and assess in-line processing capacity for each
product line, as well as analyze in-linc operation and quality inspection records. They
must also provide necessary guidance and coordination for the operation of in-line

quality control and optimum application of overall quality management,

5) Trouble-shooting arising from the process of in-line use of in-house
standardization and quality management
The quality officers must analyze the causes of trouble and irrcgularities of product
quality arising in the production line, and investigate the measures for trouble—shooting,
measures for preventing recurrence of those problems and necessary amendment of in-
house standards for proper guidance to the production’ line. Furthermore, when
complaints on product quality arc made by buyers or consumers, the quality officers
must supervise in the analysis of causes of those troubles and also examine the response
to be given to clients. Particularly, the supervision must be made so as to give the
response promptly.

6) Training of relevant staff and operators in in-house standardization and quality
management
In-house standardization and quality management should be based on the
establishment of in-house standards. It is crucial to provide relevant staft and operators
with appropriate training so as to cnable them to undertake in-house standardization
and quality management and gain proper understanding of the established in-house
standards. The training program should be carried out in phases to meet the capability

of those relevant staff and operators.
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7) Guidance to relevant staff with regard to quality control of materials and parts
procured from outside supplicrs
The quality control of materials and parts procured from outside suppliers should be
donc through a carcful selection of suppliers, investigation of ordering conditions,
inspection of thosc materials and parts at the receiving point and proper guidance to

suppliers on quality control in their production lines.

(2) Establishment of qualifications of quality officers of firms
The next action required in preparation for the scheme is the establishment of
qualifications. The "Qualification Criteria for Quality Systems Auditors" stipulated in
the ISO 10011-2 is the reference matcerial for this aim, and it is the criteria. for
qualifying quality system auditors engaged in quality system auditing of factories.
Hence the qualification criteria as well as training items stipulated in these standards are
not appropriate for quality officers to be assigned in factories. Further it may be difficult
for small enterprises 10 have quality officers who satisfy the stupulated qualification
criteria, since only large—scale or leading medium-—scale enterprises would be capable of
applying the quality system based on the 1SO 9000 series.
Therefore, it would be appropriate to set up qualification criteria specific to quality
officers to be assigned in factories, rather than relying on the above criteria.
The fundamental requirements for quality officers are expertisc and experience,
which can be defined as follows.
a) Expertisc
1. Expertisc in the manufacturing or processing technology adopted in the factory
where the quality officers arc assigned; it should have been acquired through basic
education and training and job experience: _
2. Expertisc on standardization and quality management; it should have been
acquired through basic cducation and training and job expericnce.
b) Experience
1. Experience in operation of the relevant manufacturing or processing.
2. Job experience in standardization and quality management.

The qualification criteria for quality officers should be defined with an appropriate.
combination of academic qualifications and relevant job experience.  Taking into -

consideration its application to small-and-medium enterprises, it is advisable to make
provision for qualified personnel who have considerable job experience, and have passed
the qualification cxamination after taking a special training course, despite the lack of

refevant academic background. The following is an example of the qualification criteria
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for quality officers.
An example of gualification criteria for quality officers
Quality officers should (1) have adequate expertise in the technology adopted for the
manufacturing or processing of the product to be certified, (2) have relevant job
experience of more than one year in factory operation, and (3) satisfy onc of the following
conditions, aftcr having passed qualification examination specifically designed for this aim.

1) University graduates who passed courses relating to quality management, and
possess a job experience of more than two ycars, in the area of standardization and
quality management.

2) Graduates of secondary cducation who passed courses relating to  quality
management, and who have job experience of more than four years in the ficld of
standardization and quality management,

3) Personnel who have completed the training courses' authorized under the scheme,
these relating to standardization and quality management, and have job experience of
morc than two years in the field of standardization and quality management (or, with
lower level of training but a more extensive period of job experience).

(3) Implementation of the scheme
The scheme involves the conduct of a training course, and award of certificale for
those who passed the examination.

Following is an example of the curriculum of the training course:

An cxample of training course for applicants for guality officer in factory
1) Industrial Standardization
2) Fundamental Principles of Quality Management
3) Data Collection
~4) Data Analysis
S) Production and Interpretation of Control Charts
6) Analysis and Improvement of Production Line
7) In-line Control
8) Quality Inspections _
9) Fundamental Principles of In-Housc Standardization
10} Standardization of Products
11) Standardization of Materials and Parts
12)  Standardization of Plant/Bquipment Maintenance
13) Standardization of Quality Inspections
14) Standardization of Complaint Handling
15) Application of Quality Management
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16) An cxam (with overall viva voce examination)

The forcgoing training comprises the curriculum for a ten—day course.

Key Success Factors

1) This scheme should be operated voluntarily, since some companies might withdraw
from application for quality system certification becausc of lack of quality officer,
should a certified quality officer is imposed as onc of the requirement for quality
system certification. Nevertheless, authorization under this scheme should be referred
whenever a quality officer is required in other schemes. Especially where linkage with
other certification scheme is essential. It is recommended to requirce a'qualified quality .
officer for self—declaration of quality system.

2) The training course is one of the most focal points of this scheme. Therefore, the
course should be held all over the country without a fixed venue, and at a time

conveniently set for the prospective attcndants, with reduced fees for SME attendants.

Suggestion for Implementation
(1) Organizational setup
1) leading agency: DSN or PUSTAN, MOI
2) Other supporting and implementation organizations
a) Establishment of qualification criteria: DSN or PUSTAN, MOI
b) Operation of the scheme: PUSTAN, MO, or an organization fo be established for
dissemination of standardization and quality control

(2) Implementation steps

Implementation steps arc described below.

Year : [ st | 2nd [ 3rd | 4th | 5t

Program &: Establishment of certification scheme for quality control officer in factory
1) Sefting qualiication for the QC officer . :

2) Establishing detail procedure for operation of the scheme —

3) Preparation of training course for the candidates

4) Preparation for the certification examination -——

5) Start of the scheme operation

I

Pragram 7:Organization for standard'n and QC prom;ﬁan

R L SR LS EE S EL ]



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

Thrust 3: Improvement of System for Standards Develdoment and
Dissemination to Meet the Demand of Industry

Under the present system for development of standards, each standard is adopted after
approval by related ministries during DSN 5 general meeting. In essence, the system is designed
to establish standards through a very elaborate process. This is not complementary with the
current state of national standards in Indonesia, where standards that meel the needs of the
industries must be developed and disseminated quickly. To meet such demand, the following
program intends o create an adequate structure for development and dissemination of standards,
and to allow accelerated participation of user industries, as well as the timely development of

standards according to actual needs,

Program 6: Preparation for rationalization of standards development
process

i Program Description
To ensure that the development of standards by reflecting industry needs proceeds
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 the current system is founded on the common groundwork, as follows:

1) ‘Standardization contributes to the rationalization of industrial operation,
'improvcmcnt.(jf operating efficiency, and simplification of trade, rather than bcing
used as regulatory measures. '

2) The national standardization project can only be suceessfully implemented on the
basis of established standardization efforts at thc'corporétc level, and the development
of industry standards founded on such efforts.

The program includes following actions to undertake the above arrangements.
1) Reappraisal of the basic concept of standardization
a) To define standards as opposed to regulatory measures such as laws and
regulations; and - : ' ' ,
!” | by To distinguish standards. from rcgulatioris, and limit the scope of the
standardization project to the former. '



2) Simplification and streamlining of standards development and operation of
organizations and procedures
a) Simplification of the standard making process that is assumed to include existing
mandatory standards covering voluntary standards only;
b) Legislation for transfer of the standardization promotion function;
¢} Urgent establishment of operational rules and manuals for the standardization
project implementation system;
d) Acceleration of standards development with strategic focus
3) - Early implementation of the existing plan to increasc representatives of 1ndu%trles in
the (standards development) technical committee

(1) Separation of standards from regulations

SNI includes mandatory standards as well as voluntary standards. Mandatory SNI is
adopted by government agencics to ensure consumer safety, and protect public health,
and the environment. It is cquivalent to the tcchmcal regulations covering technical
requirements within legally binding regulations.

Under the program, standards will be clearly defined from mandatory standards,
regulations, and technical regulations according to 1ISO/IEC Guide 2, including all the
standards contained in SNI and thosc in transition to SNI. _

Then, treatment of these standards, mandatory standards, regulations, and technical
regulations within the SSN system will be determined. From the context of promoting
simplification and streamlining of the standards decvelopment process, as will be
discussed later, and participation of the private sector, regulations and technical
regulations should be treated outside the scope of the SSN system. As for mandatory
standards, these should be applied on the basis of relevant technical regulations, rather
than establishing a distinct regulatioh for such.

(2) Simplification of the development and revision process of standards

As defined in ISO/IEC Guide 29, standards should be established under the

conscnsus of related parties. If standards are used as technical regulations, however,
they have to be established as government policy with the objective of protecting

9 ISO/IEC Guide 2 defines as follows: Stangard: Document, established by consensus and approved by a

recognized body, that provides, for common and repeated use, rules, guidelines or characteristics for activities or
their results, aimed at the achievement of the optimum degree of order in a given context, Mandatory standard:

Standard the application of which is made compulsory by virtue of a general law or exclusive referénce in-a-

regulation. Regulation: Document providing binding legislative rules, that is adopted by an authority. Technical

regulation: Regulation that provides technical requirements, cither directly or by referrmg to or incorporation the -

content of a standard, technical specification or codo of practice.
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consumer safety, public health and the environment. The rulemaking process for this
type of standards is not suitable for the private sector to handle. In the casc of SNI, it is
also established by the government through a strict rulemaking process, since it contains
mandatory standards.

However, the establishment of industrial standards is increasingly required: 1) to be
done quickly and timely in response to rapid technical advancement and swift changes in
technological environment, and 2) to reflect needs and opinions of users. This can be
accomplished only by simplifying the SNI making process, ie., exclusion of SSN
clements equivalent to regulations and technical regulations requiring the strict
rulemaking process, and the establishment of mandatory standards with reference to
technical regulations. This way, SSN will cover solcly the cstablishment of voluntary
standards bascd on general consensus, so that the process can be simplified from the
present complex structurc containing elements of mandatory standards and -regulatory
measures, 10 a structure in terms of organization, committce membership, and
rulemaking process.

Under SSN, a draft SNI adopted by each ministry or agency has to be approved by
its supervisory organization, DSN. It makes the- entire process from the inception of
standards development to the establishment fairly complex. This scems to require
significant workload, fund, manpower, and time. Thus, simplification of the draft SNI
approval process is the first aspect for improvement (the method for simplification of the
draft SNI approval process is reccommended in Recommendation 1).

(3) Coordination of standardization—related work between DSN and related ministries
Based on the above principle, coordination among DSN and related ministries and
‘agencies. will be carried out.  $SN is designed to develop projects previously
implemented by different ministries into a unified system, and is still ongoing. Bearing
the unification process and its direction in mind, coordination will be proceeded with the
following focal points.

1) DSN
DSN will primarily function as an organization that sets forth major policies related
to national standardization, including overall coordination of related ministries and
agencies to establish-unified national standards, and medium-and-long—term planning
in linc with the go_vémment‘s industrial policy. On the other hand, the actual work of
standards development .and ‘day-to—day - coordination will be transferred to other
organizations (discussed in detailed proposal presented later) to unload DSN with ficld

- work.



2) Standardization work at the ministry level

As previously discussed, redefining the scope of the standardization project will
entail separation of rcgulations controlled by competent ministers and agencies, as
standards arc to bc unified at thc national level. This involves distinguishing
regulations and technical regulations from the mixtures of standards and regulations,
previously called standards. Care should be taken as to how borderline cases such as
cnvirontental standards and safety standards should be treated.

By the samc token, standards, the use of SNI marks, and regulations should be
treated separately, Since the first two categories are used for quality assurance purposes

»

they should not be treated as regulatory standards.

3) Coordination of standardization—rélated work between DSN and related ministries
There are threc ways to reorganize DSN and the ministries responsible for
standardization, as follows:

a) To reorganize DSN's sccretariat to a new organization (operational division)
capable of doing day-to~day management work (actual coordination jobs and the
approval of standards), based on DSN's policy decision while leaving standardization
units of ministries intact. :

b) To integraie part of standardization units of ministries into the above new
organization.

¢) To integratc all the standardization units of ministries into the above new
organization.

If part or all of the standardization ynits of ministries is to be integrated into DSN,
the establishment of appropriate coordination and communication among departments
of ministries responsible for drafting standards and the new organization will become
another problem to solve. For this reason, it is desirable to give priority to the standards
development work and leave organizational reforms 1o phased execution in the future.
At this stage, it is thought to be more realistic that the first phase will constitute a) or
part of b).

(4) Streamlining of standardization develo.pme'nt procedures through delegation of
authority, and the development of operational manuals, etc. _
Based on the result of coordinative work between DSN and related mini'stries,
delegation of authority will be carried out, and operational rules will be developed to
ensure smooth operation of the process.



At present, while the development of the overall system and conceptual clements,
such as the establishment of SNI and the devclopment certification and accreditation
systems are advanced, exccution rules and operating manuals planned by ministries
lagged behind, except those of PUSTAN under the Ministry of Industry. The gituation
makes the system difficult, to smoothly operate.

At DSN, the organization and rules arc being developed.  On the other hand,
operational rules and manuals have been left behind.

Further, the establishment of standards which should be done from time to time, is
being carried out once a ycar, or even once every two years due to the absence of
detailed rules including the delegation of authority and operational rules (provisional
standards arc issued in urgent cases). Standards should be established and published at
all times. For instance, ISO in recent ycars makes a final deliberation on intcrnational
standards atl a subcommittee level followed by the vote by member bodies. Similarly,
DSN has delegated its decision making power concerning accreditation to KAN.
Thereafter, major decisions such as certification of accreditation organizations arc made
relatively frequently. The streamlining of the decision-making process, including
delegation of authority and simplification of the organization, should be considered as
early as possible.

(5) Focused and fast-tracked establishment of standards

Standards cover increasingly diverse fields ranging from basic standards such as
testing methods, specific products traded daily, information technology—related software
and interface, and various systems including quality assurance and environmental
management. To ensure the effective use of human resources and meet demand for
timely establishment of much-required standards, their establishment must be focused
on particular areas or iterus called for, to reflect government policy and industry nceds
(important areas for priority in standards development in Indonesia are listed in

Recommendation 3).

(6) Early implementation of the plan o increase the ratio of representatives from the
industries in technical commitices '
DSN has already recognized the importance of increasing representatives of the

‘industries in tectinical committees, and has also established a phased plan. Neverthelcss,

 the plan is not sufficient to speed up the standardization prbjcct in response fo industrial

needs. It is recommended to accelerate implementation of the plan.



Key Success Factors

The above activities are divided into those to be done at the DSN level and those to be
carried out at ministerial levels. While the former includes activities requiring
coordination and agreement among many organizations, the latter can be partly left to cach
ministry. Since this program serves as a prerequisite to implementation of remaining
programs, the latter should be started as early as possible, separately from the activitics
requiring coordination and consensus. '

Suggestion for Implementation
(1) Organizational setup
1) Leading agency: DSN
2) Other preparation and implementation organizations: Organizations or units of
ministries responsible for standardization

(2) Implementation steps

Implementation steps are described below.

Year : { 1st | 2nd 3rd 4th 5th
Program 6: Preparation for rationalizat on of standards development process

1} Reachlng consensus on scope of standardization project }—

2) Legislative preparation for simplification of standards development

3) Change in organizational setup w/delegation of authority A

4) Establishment of operational procedure '

5) Completion of the preparation for rationalization ' i

Note: The preparation of rationalization and its operational procedure guideline includes the first step only.

Recommendation 1: Simplification of the Draft SNI Approval Process
Draft SNI approval process of DSN may be simplified as follows, while applymg
different procedures according to the type of a draft SNI,

1) SNI will be approved at the Committee B/F or PH~-DSN lcvcl; instead of DSN's
general meeting. |

2) Draft SNI standards jointly developed by two or morc ministries and/or agencies will
be processed in accordance with 1) above. On the other hand, draft SNI standards
under the jurisdiction of a single ministry, and those directly' translated from

. international standards should be omitted from DSN's deliberation. In this manner,
DSN's  sccretariat will be able to approve the ministry's decision after checking the
scope of application or consistency between SN, and ity applicability to international

standard. This will increase motivation of ministrics to develop new standards.




3) At the ministerial level, if draft SNI standards are deliberated and decided upon by a
committee properly represented by producers, users, and persons from the third party
in the ficld covering each standard, deliberation at the subsequent committee will be

simplificd or omitted.

Recommendation 2: Development of Medium- and Long-term Plans and Annual
Operation Plans
1) Need for planning at DSN

At present, SSN is coordinated and managed by DSN, while the development of draft
standards and certification arc done by responsible ministrics or agencies which are
operating under a clear "vertical” division of responsibilities from other ministries. On the
other hand, the standardization project is coordinated and managed by DSN in an
interdisciplinary manncr. Under such conditions, setting up long-and-medium-term
plans of DSN upon agreement with related ministrics and its leadership in implementation
would be essential for effective operation of the cross-departmental system. These plans
should be positioned as a specific plan of REPELITA VI.

2) Establishment of annual operation plan and other relevant plans at the related
ministrics and agencics
The related ministries and agencies responsible for implementing long~ and
medium~term plans established by DSN would be essential in setting up well-defined and
specific targets. |

3) Contents of plans -
Long~term national standardization promotion plan
a) Basic policy
1. Preparatioh for rationalization of national standardization
2. Promotion of internationalization -
3. Basic principle related to the establishment, re#ision, and abolition of SNI
4, Efficient management of the SNI mark system
b) Policy by ministry and by arca
1. Dealing with issues related fo national standardization in each ministry and areas of
responsibility _ '
2. Basic principles related to the promotion of national standardization in each ministry
and areas of rcspo.nsibility '
3. Basic principles related to national standardization in each ministry and areas of

responsibility




4. Basic principles related to implementation of the SNI mark system in each ministry
and areas of responsibility

Annual operational plan for national standardization

a) Basic policy
1. Basic policy of annual plan in view of the long—term plan
b) Priority arcas in the annual plan '
1. Major arcas in establishment and revision of SNI
2. Major arcas in the promotion of the SNI mark system
3. International standardization activity
4. Rescarch and study on infrastructure for standardization
5. Target in new arcas
¢) Implementation plans
1. The number of SNI standards to be established and revised
2. Plan for entrusting research for draft SNI and system related to standards
3. Plan for research covering fundamental and related information required prior to the
development of draft SNI standards
d) Detailed plans for establishment, revision, and review of SNI
Establishment/revision of SNI
1. Ministry/agency/unit to serve as secretariat for the draft development
2. Name of standard

. The scheduled year and month when the establishment, revision or abolition of a

[#N]

draft SN1 is referred fo technical committee or consensus meeting
. The scheduled year and month when the minister's approval is obtained
. Classification as voluntary/mandatory SNI _
. The scheduled year and month of publishing SNI cstabhshment/revrsmn

=¥ onoh R

. Necessity 1o harmonize with international standards
Review of standards

8. Ministry/agency/unit responsible for SNI to be reviewed

9. Standard No.

10. Name of standard

11. Classification as voluntary/mandatory SNI

12. Date of establishment

13. Date of latest revision

14. Date of latest verification

15. 1dentification of scheduled establishment/revision/abolition

16. Necessity to harmonize with international standards, in the case of revision




Annual reporting on national standardization
a) Number of SNI establishment/revision performed by focused area
b) Current state of SNI cstablishment/revision/abolition by ministry/agency/unit
c¢) Adoption of international standards to SNI
d) Progress of cnirusted research covering draft SNT and system of SNI standards
¢) Progress of rescarch covering fundamental and related information required prior to

the development of draft SNI standards

f) Performance of operation of the SNI mark system by ministry/agency/unit
Number of applications

" Number of review
Number of approval
Number of revocation

Latest number of approval

S o

Number of periodical inspection

S’

g) Performance of operation of the SNI mark system by geographical arca and

ministry/agency
Number of applications
Number of review
Number of approval .
Number of revocation

Latest number of approval

SO O

Number of periodical inspection .

4) Method for establishing basic operational policy

~ In cstablishing the basic operational policy, in SSN, DSN deliberates the policy
prop'osals submitted from cach mihistry or agency. In this case, the responsible division of
each ministry is expected to understand standardization needs by conducting hearing from
research institutes, testing laboratorics, trade organizations, and majdr industries. Based
on perceived standardization needs, the operational plan at the ministerial level will be
prepared by incorpofating details, including sclection of required research and study items
as well as subjects of standards, and will be submitted to DSN. At the DSN level, it is
important to adopt the ministry's principle as it is, if related to a single ministry, whereas,
the standardxzdtmn issue in the field under ]UI‘ISdlCIlDﬂ of two or more ministries will be
coordinated to make the process simple.
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Recommendation 3: Development of Standards
1) Target number of standards to be established

MOLI scts the target number of standards fo be established and plans to double the
number of SNI to be cstablished/revised in the following year. It intends to establish or
revise approximately 2,250 standards by 1998. 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 arc not fully
utilized. Regarding the establishment and revision of standards, the focus should be placed
on 1) how needs and wants of users of industrial standards, particularly the industries, can
be reflected, and 2) how harmonization with international standards should be secured.
These points should have priority rather than simply establishing the target number of
standards,

2) Establishment of standards that arc used by the industries
Basic requirements for standards that are actually used by the industries are:
1. Selection of subjects mecting actual needs
2. Participation of users in the development process
3. Adequate revicw and revision of existing SNI
4. Devcelopment of related standards (basic standards, testing standards, standards
related to testing equipment, materials standards, efc.) required for use of product
standards
To sclect the subject meeting actual needs, a systematic study and research should be
conducted by focusing on priority arcas of the national industrial policy with view to
building the technological base for the development of the national economy and
industries. In addition, participation of the industries, consumers, and other related parties
in the standards development process should be encouraged to identify the subject
developed from the perspective of social needs. .
Successful systematic study by the government on national standards requires
standardization experts in each field, with the collaboration from the industry circle. At
the same time, study on standards by. system should be organized to obtain accurate
understanding on the official standards used by cach industry for further development of
the systems. | : _ o
Cooperation of the private sector is essential in involving users of standards in the SNI
development pron;css. For this purpose, requesi should be made to establish a technical
committee in each trade organization and entrust the development of the dr_aft'SNi

standard to said organization by making it as a voluntary project of the organization,




3) Priority arcas for standards development
By applying the above-mentioned method, the primary emphasis should be placed
upon the establishment of standards for specific products that are in linc with priority arcas

in the government's ifidustrial policy.
a) Basic standards

It is important to develop basic standards commonly used by the industries, which are
associated with the development of industrial infrastructure. Standards rclated to
mechanical engincering arc a typical cxample® . The arca forms the basis of fostering the
industrics, and international standards should be adopted as far as possible to fill the

cxisting gap.

b) Standards refated to technical clements
Priority areas for development of standards related to technical clements arc as
follows:
1. Basic standards required to implement the quality control system, including sampling
methods and testing, and analytical methods
5 Standards in the areas where inferchangeability needs to be ensured with a view of
harmonization with international standards '

3. Standards covering parts sold in the sccondary market

¢) Standards related to raw materials

Efforts to cstablish national standards covering raw materials, particularly basic
materials used for production, should be pursued with the samc level of priority and
urgency, or even higher than those for product standards, in order to lay the foundation of
the industrics in the country. Since many manufacturers produce industrial products in
accordance with foreign standards in Indonesia, nati(_)nal standards for final products will
not be applicable in the industry in the near future. However, standards for raw materials
are closely associated with the quality and performance of final products and so
development of these standards should be given priority.

d) Standards related to consumer safety, public health, and environmental protection
' Am.ong national standardé,-thc establishment of standards related to consumer safety,
public health, and cnvironmental protection should be given the highest priority. In
particular, standards in thesc arcas should conform to ISO/IEC Guide 2. Then, by

referring to_these standards for other standards, awareness of the industries and the

% The number of SI/SNI standafds in the area of mechanical engineering is much smaller than JiS.
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gencral public on standardization will be raised.

4) Adoption of international and foreign standards

a) As for basic and similar standards, it is rccommended to adopt international
standards such as ISO/IEC, or widely used foreign standards, whenever possible.
Then, they should be revised in the review process to meet local conditions in
Indonesia. This is thc most cfficient way to cstablish standards as well as most
desirable from the viewpoint of international harmonization. If international
standards cannot be uscd at all times (e.g., technical levels in the country are below
international levels), they should be adopted as they are without downward
adjustment, while national standards are established to cover both national and
international levels setiing more than one level of standards.  This encourages
companics at lower technical levels to exert cfforts in developing higher standards.
The use of international and foreign standards has a major advantage in terms of the
shorter time required for evaluation allowing the effective use of resources
(manpower and fund).

b) International standards should be translated to Indonesian language according to
frequency of use for dissemination.

c) Adoption of intcrnational standards into national standards, translated to the local

language, will benefit the local users in obtaining the contents at the cheaper prices.

5) Control of standards by year of establishment and revision

The yecars of establishment and revision should be specified on each standard to
accurately trace the revision history, SNI's catalog, which is conveniently classified by
field does not specify the name of the ministry responsible for each standard, a source of
distribution, the name of the person and address to which an inquiry can be made, serial
numbers of related international standards, and other important information. A large
number of ministries and agencies is responsible for SNI, and providing information in a

catalog is important for the promortion of its usc, that is likely to be demanded by users.

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

Program Description . o
A system that plays a central role in the promotion of standardization and quality

control will be established. In the area of standardization, the system will materialize a




structure that will develop standards reflecting indusiry needs in a timely mannet, as
assumed under Program 6. In the quality control front, the system will lead in the
preparation and fostering of a nationwide promotional organization in the futurec.

At present, SNI is not well appreciated among the industries, and its usc is limited to a
relatively small number of companies. Existence of standards have to be fully recognized
and used by industries- and the general public.  Major d.riving mechanisms for
dissemination of standards to the industries are the public recognition of certification
system and quality control. The certification system can serve as the cffective means of
urging manufacturers to comply with standards. By the same token, quality control is a
powerful vehicle for the promotion of SNI. This is becausc manufacturers often develop
in-house standards as a means of promoting quality control practice, so cven if the in-
house standards arc sct at higher level than national standards, the latter scrves as
groundwork for the former. In addition to the promotion of certification system and
quality control, there are a varicty of activities which are expected to be effective in
gaining public acceptance of standards. The system will be responsible for various
promotional activities of standards and quality control. '

(1) Establishment of the standardization promotion system
At present, printing and distribution of SNI after DSN's approval are carried out by a
responsible ministry or agency. Nevertheless, advertisement on SNI, public campaign
on its use, and distribution of printed standards are still insufficient. These promotional
activitics are recommended to be entrusted to an organization which specializes in such
function. While standardization organizations under various ministrics and agencics are
assumed to have a promotional task, only a handful of them such as MOI actually
perform such function, Recommendation 4 "Privatization of the Standardization
Project” discusses how these existing organizations should be treated, and how the new
system will be managed. |
A system specialized in the disscmination activities in the privatc sector may be
formed in cither of the following ways:
1) To privatize printing and distribution function;.
2) To establish’ an. organization specializing in the prOmotion of standardization, and
transfer the publication and distribution right to it as its basic assets;

" 3) * To establish an organization specializing in the promotion of standardization as an
initial step of privatization of standards development organization, and transfer the
publication and distribution right to it; or '

4) To assign the standardization promotion function to existing organization(s), and

transfer the publication and distribution right to it as basic assets.
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For Indonesta, the establishment of a new dissemination system is needed for various
reasons: 1) printing and distribution of standards arc not considered viable business, and
may not serve us a financial source for other projects (including the promotion of
standards); 2) there seemms to be no existing organization capable of promoting standards;
and 3) there is a need for strengthening the activities to promote standardization. It should
be noted that the promotional system needs to receive assistance from the privétc sector in
terms of funding and manpower, not only at the time of cstablishment but during its day-
to-day operation as well.  For this purpose, the importance of the standardization project
should be communicated fo the management of related industries prior to the establishment
of the system.

In case a promotional organization is established, the following considerations will be
important,
1) To clearly define the nature of the organization, the following characteristics are
what it should preferably possess:
a) To establish it as a non-profit business; and
b) To be under integrated government supervision,
2) Major functions of the organization should be as follows:
a) Printing and distribution of SNI;
b) Development_of draft SNI in basic and common arcas;
¢) Public education and advertisement on standardization;
d) Study and rescarch on standardization in basic and common areas;.
¢) Collection and publication of national and foreign standards (establishment of a
library);
f} Cooperation in international standardization; _
g) Sponsoring of workshops and seminars on the establishment and revision of SNI;
and '
h) Related publication.
3) To secure initial and operating funds from the government and the industrics
4) Operating funds can be obtained in the following' ways: :
a) Membership fee (members can enjoy special discounts and other prmlegeq), and
b) Revenues from sales of publications and other services at market prices (m
particular, sales prices of SNI pubhcahons should ‘be approved by the supcrv1smg
organization)

-
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5) To meet manpower requirements from the following sources:
a) Government staff on temporary assignment (primarily responsible for operation
and management, negotiation and communication with related government agencies);
b) Staff on temporary assignment from related industrics (primarily responsible for
standardization—related work); and
¢) Sales representatives (to establish SNI's sales network, and sales call to individual

companies, etc.)

(2) Strengthening of promotional activity
1) Reinforcement of continuous efforts
At present, the prdmntion of the standardization project is conducted jointly by the
government and private organizations as part of the "Quality Month" campaign.
However, this is temporary in nature and is not rclated to other continuous cfforts. In
this connection, efforts should be made to increase participants from the private sector
(currently around 60% of total) and boost the number of similar events in regions other
than Jakarta.
2) Establishment of a commendation system
In Indonesia, there is no commendation system for organizations and individuals
who are engaged in the promotion of the standardization projcct, and there is no plan to
cstablish one. It is recommended to establish a national commendation system for
companies and individuais to help motivate company employees in taking: and

maintaining standardization initiatives®.

(3) Dissemination of standards
Stirred by the above mentioned principle, a system should be developed to make
standards and handbooks casily available to users and the general public.
- At present, SNI is printed by the government and distributed free of charge, so only
a limited number of copies are made available to users. Improvement threrefore is
needed in the followi'ng areas:
1) Commercial sales of standards including distribution through general bookstores: In
many industrialized countries, the standardization project is led by the private sector
and standards are sold to users at fair market prices to allow beneficiarics pay the cost.

'2) - Publication and sales of textbooks for various educational and training institutes

% In Japan, there is the guvemmen'i_ commendation system for individuals and companies as follows, which are
widely rccngn'ized: 1) comriendation by the Minister for International Trade and Industry; 2) commendation by
Director General of Agency of Industrial Science and Technology; and 3} director gencrals of regional bureaus
(cight throughout the country). o '



3) Translation of Indonesian standards to English versions for usc by foreign companics
including joint ventures and exporters

4) Translation of international standards (as mentioned carlier, franslation of
intcrnational standards to Indonesian versions should preferably be done as part of
etforts to adopt them as national standards)

5) Registration of instructors for standardization and dispatching them upon request
from organization and companies

(4) Enhancement of promotional activities for quality control concept and methodology
Quality control promotion activities in Indonesia arc mainly led by 1) organizations
covering individual companies with focus on management aspects, and 2) organizations
at the national level. The latter have no permanent secretariat nor much resources. The
new organization under the proposcd system will be responsible for the following
activities:

1) Planning and implementation of the comprehensive program for quality control
promotion and guidance at the national level, and coordination among related
organizations;

2) Accumulation of practical cxperience in quality control through overall planning of
quality control training programs and the sponsoring of seminars, and the promotion of
practical application and the sponsoring of workshops;

3) Publication rclated to quality control, translation and salcs of foreign publications;
and

4) Registration of quality control experts, and operation of the quality control personnel
certification system.

Among them, 1) should be carried out by a separate government organization or
entrusted to an organization by the government on an exclusive basis. 2) through 4) are
not necessarily done by an organization exclusively, but may be carried out by
organizations having similar functions.

Key Success Factors _ .

1) The system conte_mpia’ied under the program will have the primary purpose of
promoting standardization and qua]ity control. Such promotional activity is the core of
standardization initiatives thus, the establishment of such system is urgently requlrcd

2) However, the organization need not to be newly established, and an existing ]
organization (such as PUSTAN under the Mmlstry of Industry) may assume -

responsibility for the time being.



3) Even if a non-government system is uscd, it is difficult to operate it as a self-

sustaining body, judging from the low level of use of national standards in the country,
and the insufficient quality awarencss among the industrics. Thus, cfforts should be
made to secure financial support and other assistance from the government (including

contract award} and the industry circle.

Suggestion for implementation
(1) Organizational setup
1) Leading agency: PUSTAN, MOL, or DSN if conscnsus at the national leve] can
easily be obtained '
2) Other supporting and implementing bodics: PUSTAN, MOI and standardization

organizations in other ministrics

(2) Implementation steps
Implementation steps are as follows.

Year : Fo1st 2nd srd | 4t 5th
Program 7: Establishment of an organization for enhancing standardization and quality control

1) Formutation of a prospectus and an operation plan

& ; .}E‘P
T

2) Formalities of the establishment

3} Establishment of the organization i

Program 6: Decision of delegation of authority

Mote: The above step does net inckuda the activities for enhancement of the promotion. '

Recommendation 4: Privatization of the Standardization Project

In the case of the establishment of standards, it is cither managed by a government

'organizat'ion or a non—government organization, depending on the country. However, the

development of draft standards and the promotion of established standards arc in many
cascs entrusied to non—-government organizations for efficient management.

The rationale for privatization of the standardization project needs to be considered on
the basis of various factors, é.g., how standards, mandatofy standards, and regulations will
be treated, and what effect i§ produced from educational and promotional activities rclated
to standardization. Also, the need for entire privatization should not be considered at the
initial stage. Rather, such nced should be discussed in cach phase of the standardization

project.

[y Increased involvement of the private sector in the relevant organizations

Encoumgmg the partlc:lpation of the pr1vatc sector by means of organizational

arrangement is completely d1ffercnt from privatization of thc project, as discussed in the
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next section, and should be carricd out as carly as possible. At present, DSN plans to
increase private sector representative members in its technical committees (from a present
2% to 30% in 1996 and 50% in 1998). This should be implemented at an accelerated
pace, if possible, in order to provide the environment that reflects the needs of users
(manufacturers, distributors, consumers, and necuiral parly) in the development of

standards. To this end, collaborative cfforts arc needed by related government agencies.

2) Privatization of the standardization project

Privatization of the standardization project cannot be advanced without raising interest
of uscrs of standards, particularly companies and general citizens, in SNI standards. At
present, SNI is distributed frec of charge, except for some ministries, such as the Minisiry
of Public Works, which successfully sclls it in relation to corporate activitics. Possibility
of salcs to other organizations and uscrs need 1o be examined by estimating what pri'cc the
user arc willing to pay for SNI, thereby nurturning in them a sense that of paying the cost
of standardization. The increased involvement of the private sector in each area of the
standardization project and a timecly manner to respond to market needs through
standardization activity, will be a prerequisite for the success of sales of standards.

a) Privatization of sales and distribution of standards

In Indonesia, government publications cannot be sold to the public”. Nevertheless,
efforts should be made to move toward privatization of sales and distribution of standards
for expanded availability. In the first, printing and distribution services will be
subcontracted. Then, more services will be privatized, including the bonus system for
sales cfforts of distributors, the editing and publication of handbooks on SNI by
subscctor, as well as supplemental books on SNI to meet users' needs,

b} Overall privatization '

Overall privatization w1H be studied on the basis of the progress of the above
privatization process, dissemination of information, and support from the related
industries.  However, the following facts need to be taken into account .by a
standardization projcct to reflect the. country's industrial policy, considering that few
countrics have fully privatized the project mc]udmg financial independence as a proflt—
making orgamZdtlon

c) Privatization of the certification and accreditation project

The certification operation is increasingly being conducted by private organizations in

" According to the information from PUSTAN, Ministry of Industry. Notc lhal the Ministry of Public Works

prints and sells standards through contractors.




the world. In particular, product certification is mostly donc under this arrangement. In
Indonesia, it is desirable to start privatization whencver possible, provided that the
certification system reflects the needs of the industries and consumers, and is
significantly utilized by them. Thus, at least preparation measures should be taken for
the needed shift to privatization process.

As for the privatization of the accreditation operation, the first step should start from
securing manpower 1o ensure a smooth operation. Once the necessary manpower has
been traincd, phased privatization should be considered.

Appendix: Promotion of Standardization in Japan
(1) Government's promotional activity
1) Preferential treatment of JIS by government agencics

In Japan, the Industrial Standardization Act (Article 26) scts forth that "the central
government and local governments shall give duec respect to JIS".  Accordingly,
government agencies and organizations give prefercntial treatment to the procurement of
produets, i.c., they buy products carrying JIS marks over non—JIS products. This is the
same strategy set forth in Presidential Decree No.16 Article 24 {(2) d. (1994) of Indonesia.

2) Technical workshop for promotion of industrial standardization

The workshop is held for companies to seek for quality improvement, 50 as to provide
technical guidance in standardization and quality control failored to a particular industry
type. |

3) Commendation system for industrial standardization '

The Ministry of International Trade and Industry give recognition to factorics with
excellent results in the fields of standardization and quality control, as well as to
individuals who have contributed greatly to the standardization project, as commended by
the minister and related officials every fall.

4) Industrial standardization promotion months

To raise public spirit of industrial standardization, "Industrial Standardization
Promotion Months" are designated in October and November cach year, during which a
variety of activities including the sponsoring of seminars and the distribution of posters
and slogans are conducted.

(2) Promotional activity by Japdncsc Standards Association
Originally, industrial standardization efforts in Japan were led by thc Japanese
govemment Then, as an organization that will promote and disseminate standards to the

general public become mcrcasmgly demanded, Japanesc Standards Association (JSA) was

cstablished: in December 1945 upon ‘the approval of the Minister of Commerce and




Industry. JSA emerged as an organization responsible for overall promotion of the
standardization project as well as dissemination of standards with cooperation of the
government. It is self-funded by revenues from interest on its foundation, membership

fees, sales of JIS and related publications, workshops, and inspection and testing services.

1) History of JSA :
Major events related to JSA, starting from its foundation to the present, arc
summarized as follows:
1945; Japan Standards Association (JSA) was established in December under the approval of
the Minister of Commerce and Industry, as an organization responsible for overall -
promotion of the standardization project, as well as dissemnination of standards. under

cooperation of the government. The office was located within its Patent and Standards

Burean.
1946: Started Monthly magazine "Standards"
1948: Started exchange with foreign standard organizations
1949: Staried publication and distribution of JIS

Opened Nagoya and Kansai branch offices

Established Quality Control Study Commitiee

- 1951: Started development of drafi JIS
1952: Opened Foreign Standards Libracy
1953: | Opened Tohoku branch office
1955: Opened Hiroshima and Fokuoka branch offices

Started English translation and distribution of JIS
Sponsored workshop on standardization technology
1957: Opened Shikoku branch office
1958: Opened Sapporo branch office
Established JSA Standardization Prize
Held First National Standardization Conference

1960: Held First Quality Month {co-sponsored by Japan . Federation of Science and

Technology) _
1962: Completed head office building at present location
1967; Held First National Q-8 Conference
1970: Started Monthly magazine "Standardization Journal" .
1971: Opened JETRO Geneva office jointly with JETRO (for international slanda'rdi_zation)
1972: Established Control Technology Cenler o |
1974: Established International Standardization Cooperation Center
1981: Became an official inspection organization ft)r JS—certified factories, as accredited by
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the Minister of International Trade and Industry
Held workshop for industrial standardization and quality control promotion manager of

Ji1S—certified factorics

1983: Established Information Technology Standardization Research Center
1991: Established secretariat of IEC Activity Promotion Conference
1992: Established IS0 9000 Review Registration Center

2) Major activitics of JSA
Japanesc Standards Association has a headquarter in Tokyo and branch offices in
Sapporo, Nagoya, Osaka Hiroshima, Takamatsu, and Fukuoka, the activities of which
coincide with those of the regional bureaus of the Ministry of International Trade and
Indusiry, particularly in the conduct of promotional activity in the area of standardization
throughout the country. lts major activitics are described as follows.
a) Publication scrvice
JSA publishes a varicty of books on standardization and guality control, and two
monthly magazines "Standardization Journal” and "Standardization and Quality Control.”
"Standardization Journal® reports JIS-related research and study, the current state of draft
standards 'development and reviewing, public notification of newly established and
revised JIS, and recent publications. It also covers latest information on JIS mark
certification and serves as a vehicle for dissemination and promotion of standards and the
certification system, On the other hand, "Standardization and Quality Control" covers
news on the development of methods related to standardization and quality control, and
case studies for corporate application, and provides other information uscful for experts
such as quality ‘control managers and engineers. It also publishes 50 volumes of JIS
Handbook, each of which covers a particular ficld. They are well accepted by JIS users
~ because of convenience and low cost compared to the price of publication containing a
single standard. |
b) Training service _
JSA ‘holds series of "JIS Disscmination Seminars” including "Standardization and
Quality Control Seminars (consisting of short, medium, and long-term courses) and
"Enterprise Standardization” workshops.' JIS Dissemination Seminars cover a variety of
JIS standards, which are used for a wide range of applications and JSA considers
necessity of special training, ranging from basic standards including international units of
measurement, engincering drawing; and .quality systems, to standards covering latest
areas of interest, such as safety, public health, polluti(m control, information technology,

and bioengineering, The seminars mainly focus on interpretation of JIS and its

application and mostly last between 6 hours and 12 hours (one-day or two day course)
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depending on a particular standard, _

In addition, JSA holds Workshops for Industrial Standardization and Quality Control
Promotion Manager of JIS-certified factories. These workshops officially endosed by
the Ministry of International Trade and Industry and consist of specialization courses,
short-1erm specialization courses, and ordinary courses.

Finally, JSA scnds consultants for “Technical Assistance in Standardization and
Quality Control” to provide, assistance in application proccdures for JIS certification,
guidance rclated to the establishment and management of quality control systems including
corporate standardization and quality control, and internal seminars and workshops.

c) Research works :

JSA is drafting standards in the basic and common fields among industries, such as
standards on units, form of standards, drawing, torelance, statistical mcthods, and quality
assurance, etc. JSA is also undertaking research works related to standardization,

d) Promotional service

‘Under the co-sponsorship of JIS-related ministries and agencies and cooperation of
organizations developing draft JIS standards, JSA has been holding "National
Standardization Conference" during each fall since 1958 as part of the annual
standardization promotion cvents. The conference is a place for quality control experts
from all over the country to attend at special lectures, presentations on research projects
and case studics, and discussions., '

In addition, JSA has been co—sponsoring "Regional Standardization Conference” with
MITI's regional bureaus and other organizations since 1974, which are held in JSA's
branch offices as part of apnual standardization promotion events, Sirice the First
National Standardization Conference in 1958, JSA Standardization Contribution Prize
has been awarded with a prize money by JSA President to literature that have made
significant contribution to a new discovery in or dissemination of standardization-related
principles, the devclopment and promotion of standardization methods, and the
promotion of standardization.
¢) Information service on foreign standards -

JSA furnishes publication data on domestic and foreign. standards through on-line
service "KIKAKU NET."

Domestic standards: JIS, JAS, and industry covering 204 types and 13,000 standards
standards _ ' _
Foreign standards: ISO, IEC, national and covering 30 organizations and 200,000 standards

indusiry standards
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