
Copyright is owned by the Author of the thesis.  Permission is given for 
a copy to be downloaded by an individual for the purpose of research and 
private study only.  The thesis may not be reproduced elsewhere without 
the permission of the Author. 
 



GLOBAL MANUFACTURING 

STUDY OF COMPANY INTEGRATION 
WITHIN A COUNTRY 

13y 

I fcrwan \'u;;mira 

(97252882) 

:\ rhc:,;i ;; :,; ubmirrvd in p::mi ::ll fulfillment of 
the n;c1uircmcnt:- for the degree of 

Master of Technology in Production 
Technology at 

MASSEY UNIVERSITY 

2004 



Proj<'ct Titic: 

Student's Name: 

Supervisor: 

Paper No: 

Global Manufacturing: ,-\ StiJdy of 

Comr,any Integration \, 'ithin a 

Country 

I Icrwan \'usrn.ira (97252882) 

l\1r. ,\Ian \\ "right 

43.845 (l\fanufacturing I ndustri:il 

Tech. Thesis) 



Abstract 

GLOBAL MANUF,\CTURING: A 
STUDY OF COl\fPANY 

INTEGRATION \\1THI N r\ 
COUNTRY 

By Herwan Yusmira 

Supervisor: Alan \\ 'right 

Institute of Technology and Engineering, l\fassey University 

Ahstrac/ 

A number of studies on Global l\fanufacturing Practices and the establishment 

of global company integra tion based on the similarity o f practices among 

countries or regions have been conducted in the past. Howe,-cr, ,-cry few 

studies ha\'e been conducted on the integratio n of companies within a country. 

This study, using a survey approach, inYestigates an integration method b:i sed 

on Global Manufacturing Practices data collected from small anJ medium 

manufacturing companies in Indonesia. 

The development of successful joint ventures, integration, and other forms of 

collaboration depend on the ability to successfully integra te the productio n 

acti\'ities (Gyula Vastag, 1993). Global l\fanufacturing Practices developed by D. 

Clay \'\'hybark, describe methods to examine the aspect of manufacturing 

acti,-ities based on the compatibility index (i.e. manufacturing practices) among 

participating companies around the world. The measurement of compatibility 

developed in his study is based on the data compiled by the Global 

Manufacturing Research Group (GMRG). Several comparisons, primarily based 

on statistical analysis, are helpful in understanding differences in manufacturing 

practices. 



Abs/me/ 

Using the Global Manufacturing Practices survey, the study cxarnine:; th~ 

pnticipani: pecceptions of (he manufacturing practices within t11eir companies. 

The survey subjects arc small and medium manufacturing firms (SMEs) from 

different regions of Indonesia. In addition to making general conclusion about 

manufacturing practices, the research proposes suggestions for development of 

integration based on measurements of the compatibility index of manufacturing 

practices relative to the Polman 1 base region. 

The study evidence indicates the folio-wing major finding: 

• The participating companies indicated that a manufacn.ning acti\·i tics 

database of Global Manufacturing Practices is an important knowledge 

resource and should be established on the basis of being clearly defined 

and accessible to all, including people outside the contributing companies. 

• To gain the most potential benefit , this data should be used for strategic 

planning prior ro collaboraoon. 

The findings of the study suggest that a success ful production acnnnes 

mtegration process is dependent, to some degree, on the compatibility of 

manufacturing practices between collaborati\·e parties. Further work, to 

confirm the suitability of the Compatibility Index for predicting actual 

compatibility, will be needed, but was judged to be beyond the scope of this 

thesis. 

1 l'olircknik i\lanufacrur Han<lung (Han<lung l'olyrcchnic for i\1anufactur<:), an J·:<luca,;onal insrirurion (s~<: 
chapter 4). 
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Chapter 1: lntrod11ctio11 

1 CLIAPTER 1: INTRODUCTION 

1.1 Project Area of Interest 

'71.1e concept qf "Martini Merger" J11as developed lo desoihe alliances Iha! 

had great promise .Jrom a boardroom standpoint h111 _jc,ilerl he,"u11.11' ?l 

operational detail.r. Qjie11, top executives en/er into a,_~reemmts for 

collaborating. These agreemmls must Ihm be made to J11ork al the opemlio11al 

le11el, and that is JJJhere the compatihili()' qf the ma111((ad11ri1~~ pmdii'e.r m11N.r 

info plqy ... " (D. Clqy lf7/!yhark, 199 3) 

" l\fanufacturing comperition in the global markets has poseJ straregic challcngL'S 

for e\·ery nation. In this global era, the national boundaries become less 

imponant than the ability ot- the manufacturing or!-!:111i1.:11i,11 t, , 1111d :111J secure 

its competiti,-e phce in the ,,·orld'' (Kenich.i Oh.mac_ J ')')fl) . The companies rhar 

do not plan for conrinuous imprm·ement in the conceptualization and 

implementarion of innovarive state of-the-art manufacturing sys tems will be 

marginal comperitors (Bidanda, Cleland, and Dhawadkar, 1993). To face this 

challenge, Indonesia has established cooperarion efforts in the field of science 

and technology. During the 1995 meeting of APEC's Science and Technology 

ministers in Beijing, it was agreed that member economies should accelerate 

their common efforts in science, technology, and research (Samadikun, 1991). 

Samadikun concluded that Indonesia has to prepare by de\·cloping its small and 

medium-s~zcd enterprises through technology-oriented knowledge and by 

strengthening the degree they collaborate as a group. 

A form of collaboration among comparues within a country is an important 

factor in the 25 years to come. In this era, Indonesia together with other APEC 

countries, has agreed to joint trade liberalism (Samadih.,m, 1991 ). This event will 

1-1 



Chapter 1: fot1vd11d1011 

have big inf1uences for l ndones;an rnanufact1.1ring maustncs consiJcring th:i.t 

they h::ivc to compete with mclti national industries. To face the challenge and 

to achieve the benefits of the situation, companies should have strong and \H:11-

developcd strategic cooperation systems. Such systems should consist of 

strategy for both planning and management including the use of al] information 

on manufacturing practices. 111c purpose of such infonnation is to help pro\-ide 

insights on the practices that lead to better perfonnancc and dc\·elop an 

understanding of where differences in practice between rwo parties might lead 

to problems (\Xlhybark, 1993). By achieving a database of such infonnation, 

Indonesian companies could have all the needed information p1-ior to the 

collaboration process taking place between them. 

I Jenee, the establishment of a manufacturing practices database within a country 

is impo rtant to the success of the integration process . Such data can be obtained 

b:1.sed on the Global l\lanufacturing Practices sm..-cr methodology . 

1.2 Research Problem 

In relation to the database aboYe, most companies in Indonesia ha\·e recently 

begun de\·eloping an infonnation system for the creation of a manufactrning 

database o rganized by the Biro Pusat Statisti.k2 (BPS). This data is intended to 

support manufacturing development. Any company looking for integration can 

search and gain info1mation about their prospecti\·e business partners, as can 

people outside the company such as suppliers, markets, and vendors. 

Nc\-crthelcss, it appears that this strategic planning manufacturing database 

covers only "regulation or policy". It is not intended for integration matters that 

are based on the production activities. Therefore, this study will seek to gather 

~ Him Pusat Sratistik (Sta tistics Central l\urcau). 

1-2 



Chapter 1: lntmd11c!io11 

such general data of manufacturir,g acm1.t1es based on glcb:11 ma!1ufactu:-ing 

tli~ory. 

GiYen the problem context abm-e, the objective of this study is to have 

information on production activities a\-ailablc for the Indonesian m;inufacturing 

com.munities, as well as people from outside the communities. Also based on 

these survey database results, the study w-ill investiga te the integration process. 

Companies haYe been surveyed in order to seek answers to the following 

research guestions det-i\-ed from the objecti\-e abm-e: 

• I low could a Global l\Ianufacruring Practices database be beneficial tu 

lndonesia manufacturing communities? 

• How should the collected clat:1 be considered as a strategic planning tool 

ro,,·ard companies' cooperation ,,ithin the counu-y;i 

• \\l1at arc the major factors related to the integration process under 

Global l\fanufacruring Practice~=-

1.3 Conceptual framework and study method 

Referring to the research guestions abm-e, the conceptual framework applied in 

th.is study is based on \Vhybark and \ 'asrag (1993) concepts of how the data 

should be collected and processed under Global l\Ianufacturing Practices. The 

purpose is to help provide insights on the manufacturing practices that lead to 

better performance and develop an understanding of where differences in 

practice might lead to problems. 'llrns, the units of analysis carried out in th.is 

study focus on: 

1-3 



Chapter 1: I11/,vd11clio11 

"' Particir,an ts pcrcei\ cd uscfulnes~ of t!1e daubas<', which is based on 

participants' ~.,se~sment of the quality of ~he perfom,ancc of the1r 

manufacturing practices and m-crall organizational management of their 

compames. 

• Srratcgic planning \\ith respect to Clobal Manufactu ring Practices within 

I ndoncsian manufacturing enterprises, which includes identif)ing : 

The companies ' objecti\·es and priorities with regard to an integration 

proce::s. 

In formation that the companies hold and where it is held 

Resources that the companies ha\-c and how the,· make the 

in formation accessible. 

The \·:ilue of data and ho\,. the compam· uses such d~ra in relation ro 

its l"L"SOUrccs and its objcctiH·S 

Tl1L· tcchnoloiics used and ho\\. the\" arc managed ro supporr 

development of their acti\itics 

Because of these units of analysis, the study relies on a survey approach. The 

approach is carried out to analyze the suitability of the Global l\lanufacruring 

Sur-ey Data to aid the integra tion process . This includes defining the methods 

for choosing variables and measuring similarities in the practices. 

The s~rYcy is also used to analyze company staffs perceptions o f c;lobal 

Manufacturing Practices as well as to iiwestigate the usefulness of having 

participation in the study. Using the questionnaire, the survey is conducted in 

relation to the first unit of analysis. The questionnaire was piloted with a 

prototype questionnaire in order to examine respondents understanding and to 

obtain respondents' opinions of the content of the questionnaire. 

1-4 



Chapter 1: Iu11vd11ctio11 

D atai:>a:;e collected informs the current situ~ticm of the companic~ with respect 

to the Global Manufacturir:.g Practices happening in Indonesia. 

1.4 Report structure 

This first chapter begins with a description of the project area o f interest and the 

need fo r exploring companies' perception of manufacturing practices in order to 

im·estigate its effect on the success ful integration in Indonesia. The description 

includes a general perspective of the problem context, as well as the projec t 

method and units of analysis carried o ut in this study. The remaining chapters o f 

the report are outlined as follow: 

Chapter 2 re\·icws some basic theories and ideas related ro the issues of Global 

l\fanufacnuing Practices. This also looks at some past sn1dies that haYc 

im·estigated p roblems associated with the issues of global rnanufactming and 

compa1w mtegranon process. 

Chapter 3 discusses the methodology used in the research proj ect. Thi s includes 

the choice of research strategic and the proposed project design . The discussion 

comp1ises an assessment of theoretical-based research procedures and the 

application of recommended procedures. 

Chapter 4 presents the results of analysis and interprct:ition of the data from 

the survey that is documented in spreadsheet format. The chapter consists of 

two sec tio ns, general survey result (survey database) and integration analysis 

results. It includes discussions of hO\v the h~i,othesis is confirmed by linking the 

findings with the theoretical proportions of the project study. The limitation and 

the overall result of the project study arc also re\·iewed in this chapter. 

Chapter 5 concludes the entire project study with a general perspective by 

summarizing the project objective, design and methodology, findings and results 
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Chapter 1: In11vd11ctio11 

as well as limirations. This chapter also discu::;ses some directions fo r turthcr 

stu-:iy. 

1--0 




