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RINGKASAN : Kertas ini ditulis berdasarkan satu kajiselidik yang telah dijalankan pada 
tahun 2003 ke alas amalan pengurusan atasan industrikecil dan sederhana (/KS) di Malaysia 
yang mengeluarkan komponen automotif terhadap faktor-faktor kritikal untuk kebolehterusan 
dan kebolehsaingan pemiagaan. Objektif utama kertas ini ialah menyediakan bukti empirikal 
mengenai amalan pengurusan atasan terhadap faktor-faktor kritikal. Untuk mencapai objektif 
ini, penulis telah membangunkan satu set soalan kajiselidik yang terdiri daripada empat 
faktor kritikal dan 53 elemen yang telah disemak dad aspek keboleharapan dan kesahihan 
oleh pakardan pengamal sebenar. Ana/isis yang dibuat berdasarkan maklumbalas 68 syarikat 
responden menunjukkan secara keseluruhannya terdapat beberapa faktor yang boleh 
mempengaruhi prestasi kebolehsaingan /KS terhadap pesaing, matlamat mereka, untuk 
meneruskan keujudan, mengekekalkan tahap kompetitif dan berdaya maju. Kertas kerja ini 
juga membincangkan faktor-faktor kritika/, masa/ah-masa/ah utama dan ha/angan-ha/angan 
yang ditempohi ketika me/aksanakan aktiviti-aktivitiukur rujuk. Akhimya, kertas ini membuat 
kesimpulan dengan memberikan beberapa cadangan dan syor bagaimana untuk 
mempertingkatkan lagi pemakaian dan pengamalan faktor-faktor kritikal untuk meningkatkan 
prestasi pemiagaan dan kebolehsaingan /KS di Malaysia. 

ABSTRACT : This paper is based on a survey conducted in 2003 on top management's 
practice of critical factors for business survival and competitiveness in the Malaysian 
automotive components manufacturing SM Es. The main objective of this paper is to provide 
empirical evidence on top management's practices of the critical factors. To achieve this 
objective, the authors developed a questionnaire comprising four major critical factors and 
53 elements that was checked for reliability and validity by experts and practitioners. The 
analyses from 68 respondent companies showed overall, there are some very important 
factors that could influence the SMEs competitive performance relative to competitors and 
their goals to survive, stay competitive and prosper. The paper also discusses the critical 
factors, major problems and obstacles for implementing benchmarking activities. Finally, 
the paper concludes with some suggestions on steps to improve the adoption and practice 
of critical factors for improving business performance and competitiveness in Malaysian 
SM Es. 

KEYWORDS : Business competitiveness, survey, critical factors, customer satisfaction, 
and SMEs 
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INTRODUCTION 

The globalisation of markets, growing inter-diffusion of economies, and increased inter

dependence of economic agents are reshaping national and international competitive 

environment and economic performance (Ghobadian and Gallear, 1996; OECD, 1993). These 

fundamental changes are prompting those far-sighted large organisations to re-examine and 

modify their competitive strategies. Small and medium sized enterprises (SMEs) are not 

exempted from these pressures. To survive in the global competition and the ever-increasing 

customer demands, SMEs must demonstrate the ability to understand and assess things 

quickly like their larger international competitors (Huxtable, 1995). 

SMEs plays a very important role to support the economy and growth of any nation. This is 

critical because SM Es are often the supplier of goods and services to large organisations and 

lack of product and service quality would adversely affect the competitive ability of the larger 

organisations. For example, in the manufacturing sector, SMEs act as specialist suppliers or 

subcontractors of components, parts, and sub-assemblies to larger companies because the 

items can be produced at a cheaper price than the large companies could achieve in-house. 

In addition, SM Es provide a variety of products and services offered to the consumers because 

they can flourish in a small or specialised market that is uneconomical for large firms. SMEs 

also provide competition and break down monopoly of large companies. The combination of 

competition and cooperation between SM Es and large companies can result in a high quality, 

responsive and dynamic industrial system. 

DEFINITION OF SMEs IN SELECTED ECONOMIES 

Businesses that exist in an economic system normally comprise of a mixture of small, medium 

and large enterprises (Hashim and Wafa, 2002). There seems to be no consensus on a common 

definition for SM Es, where variations exist between countries and industries. SM Es are defined 

by a number of factors and criteria such as location, size, age, structure, organisation, number 

of employees, sales volume or worth of assets, ownership through innovation and technology 

(Rahman, 2001; Sevilla and Soonthornthada, 2000; Husband and Mandal, 1999). Although, 

the definition and description varies, in practice, most researchers and authors used both the 

quantitative and qualitative methods to define SMEs. In terms of the quantitative criteria, the 

number of employees is the most frequently used yardstick to determine the size of an enterprise 

in several countries (such as Hashim and Wafa, 2002; Yusof, 2000). 

Table 1 shows the definitions of manufacturing SMEs in selected economies. The literature 

review showed that there are many different definitions of SMEs in practice. It can be 

summarised that a majority of the studies had used the number of employees as the measure 

of the size of an enterprise. Referring to Table 1, it can be concluded that most countries have 
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classified SMEs as those which employ less than 300 employees except for United States of 
America and Canada that uses less than 500 employees as the upper limit. 

IMPORTANCE OF SMEs IN SELECTED COUNTRIES 

Rose (2002), Greenan'etal. (1997), Ghobadian and Gallear (1996), Parkin and Parkin (1996) 
and Storey (1994), reported that firms with fewer than 500 employees categorised under the 
SMEs category dominate the industrial and commercial infrastructure. Their smallness is an 
advantage to the extent that affords them flexibility to cope with the unusual change of the 
global market (Kraipornsak, 2002). For example, the significance of SM Es as a component to 
Australia economic infrastructure is high with over 50% of employment and 90% of businesses 
are represented by this sector (Husband and Mandal, 1999). In Thailand, 92% of total 
enterprises in 1998 consisted of SMEs and 28.9% of these SMEs belong to the manufacturing 
sector (Sevilla and Soonthornthada, 2000). In Japan, 75% of manufacturing employment is in 
small and medium-sized companies with less than 300 employees (Ghobadian and Gallear, 
1996). 

Table 1. Summaries of Main Definitions for SMEs in Selected Economies 

Country Sector Number of Other Measures 
Employees 

Australia Manufacturing <100 

Canada Manufacturing <500 

European Union Manufacturing <250 Maximum turnover 
<40 million ECUs 

People's Republic of Varies with industry Usually 
China <100 

Indonesia All <100 Annual sales less than 
1 billion Rupiahs 

Japan Manufacturing <300 ¥100 million assets 

Korea Manufacturing <300 

Malaysia Man1Jfacturing <150 Sales value< RM25 million 

Philippines All <200 <P60 million asset 

Singapore Manufacturing <8$12 million fixed assets 

Taiwan Manufacturing <200 <NT$80 million paid-up capital and 
< NT$120 million of total assets. 

USA All <500 

(Source: Hall, 1995; Sevilla and Soonthornthada, 2000; Szab6, 2003; The Taiwan Economic News, 2000; Hewaliyange, 2003; 
Nakamura, 2003; APEC Survey on Small & Medium Enterprises, 1994) 

167 



Baba Md Deros, Sha'ri Mohd Yusof and Azhari Md Sal/eh 

IMPORTANCE OF SMEs IN MALAYSIA 

In Malaysia, more than 90% of manufacturing companies are classified as SMEs (Shan, 2000; 

MITI, 1998; Kim and Suh, 1991 ). For example, in the year 2000, SMEs contribute 31.2% of 

the total employment in the manufacturing sector and 15.1 % of the total industrial output. 

SMEs also represent 29.9% of the total workforce in the Malaysian manufacturing sector and 

contribute 82.6% to the regional income generation through external sales/import substitution 

(Hashim and Wafa, 2002; Shan, 2000). Apart from that the importance of SMEs in the local 

manufacturing sector has become significant as demonstrated by their contribution to the 

Gross Domestic Production (GDP). Table 2 shows that SMEs in the manufacturing sector 

contributed 20% (i.e. RM4.3 billion) towards the GDP in 1991 and had risen to 40% (RM21.4 

billion) in 2000. It is projected to reach 50% of GDP (i.e. RM120.0 billion) by the year 2020. 

Table 2. Manufacturing Sector SMEs' Contribution to GDP 

Year Percentage of contribution to GDP Contribution to GDP 

1991 20% RM4.3 billion 

2000 40% RM21.4 billion (estimated) 

2020 50% RM120.0 billion (projected) 

(Source: Hashim and Wala, 2002; SMIDEC, 2002) 

These figures show their existence is of paramount importance in supporting and sustaining 

the national industrialisation programme. SMEs act as the main suppliers of product inputs 

and services to large industries, providing a range of products from simple to complex and 

above all forming the backbone of the country's manufacturing industry (Deras and Othong, 

2001; Shan, 2000; Yusof, 2000; Idris, 1999). Furthermore, by the year 2020, Malaysia aims to 

be an efficient and competitive industrialised nation that can only be achieved if her 

manufacturing performance reaches world-class level with a very strong base of local SMEs, 

capable of manufacturing and supplying quality products at competitive prices. In other words, 

SMEs are the life-blood of modern economies and their contributions to the country's 

manufacturing success and survival cannot just simply be ignored. If economies are to prosper, 

then it is essential that SMEs become competitive and be able to produce high quality outputs 

at lower costs. 

Currently, the Malaysian automotive SMEs market most of their products locally and are 

protected from their overseas competitors by the government fiscal or tax policy. Stiff competition 

is expected among ASEAN companies supplying similar products in terms of cost when AFTA 

(ASEAN Free Trade Area) was implemented in 2005, since it allows companies within member 

countries to import and export with minimal tax. For example, the tariff for the automotive 
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sector will be reduced to 5% maximum (Kraipornsak, 2002; Ng, 2001 ). In this highly competitive 
market environment such as the automotive sector, PROTON, PERODUA and their SMEs 
vendors need all the performance improvement tools that include TOM,. benchmarking, 7QC, 
5S, SPC and assistance in the form of technical, human and financial to compete successfully 
for a share in the market, survive and prosper. 

In view of their importance to the nation, various help and grants, such as Industrial Technical 
Assistance Fund (ITAF), Technology Acquisition Fund (TAF), Industrial Research and 
Development Grant Scheme (IGS) and Commercialisation & Research Development Fund 
(CRDF) have in the past been extended to the SMEs through various government agencies 
such as SIRIM, NPC, MITI and SMIDEC to help them produce best product and service in 
terms of quality, productivity and price, and thus improves their competitiveness in local, regional 
and global markets (Idris, 1997). Even though the Malaysian government provides the SM Es 
with various assistance and grants, a benchmarking study focusing on supplier development 
in the Malaysian automotive industry found that many problems still exist, especially in the 
area of new product development, product quality, parts delivery, manufacturing, product costs 
and financing (Nor, 1999). Idris (1997) found that SMEs involvement in total quality initiatives 
is still far behind when compared to the industries in Taiwan, Singapore and Korea, not to 
mention the industrialised nation such as the United States and Japan. It is therefore vital that 
problems faced by SMEs in Malaysia be further understood and studied upon to spearhead 
future growth and sustenance of the sector. 

RESEARCH METHODOLOGY 

Survey Instrument Development 

Bethlehem (1999) and Mangione (1995) provide a summary of the history, overview of various 
techniques and steps to carry out a survey that had been considered by the authors. A 
prerequisite in designing a good questionnaire is to decide what to measure. This step seems 
simple and self-evident but if overlooked may result in producing low quality questionnaires 
(Fowler, 1984). The survey questionnaire in this study was developed based on previous 
benchmarking and SMEs empirical studies found in the literature and using the general rules 
as provided by Fowler (1998) on questions and answers basic characteristics, which are 
fundamental to a good measurement process. 

A set of survey questionnaire was carefully designed to ensure most of the pertinent issues 
concerning competitive performance measures, company's goals, critical success factors, 
major problems and obstacles for implementing benchmarking were considered. The final 
form of the postal survey questionnaire consisted of two (2) main sections that comprise of (i) 
the general information, and (ii) perceptions of critical factors on business survival, 
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competitiveness and performance. The general information section was intended as a 

foundation to determine fundamental issues such as type of company ownership, type of 

product manufactured, quality assurance certification, source of benchmarking knowledge, 

benchmarking initiatives implemented and number of years they have been involved in 

benchmarking activities. In the second section, respondents were asked to select the five 

most critical competitive performance measures relative to their competitors, the important 

goals for a company to stay competitive and prosper in business, the critical factors and major 

problems in implementing benchmarking. The answers to these questions would give an overall 

picture of the benchmarking initiatives they believed were the most important from a SME's 

point of view. 

Experts' Validation and Pilot Study of Survey Instrument 

The pilot study was performed by sending-out the final draft questionnaire to benchmarking 

experts (i.e. university academics and consultants) and benchmarking practitioners, who had 

the expertise and experience in benchmarking implementation for validation, comments and 

suggestions on the survey questions clarity and appropriateness. A total of 30 questionnaires 

were sent-out and the response rate was almost 37%. The comments and feedback given 

were very useful in rectifying and improving the instrument's quality. 

Population and Sampling Procedure for the Study 

In order to limit the scope of the study the target population selected for the study was focused 

only on executive directors, managing directors, manufacturing managers, operation managers, 

production managers and quality managers in automotive SMEs as opposed to the wider 

range of manufacturing industries. They were chosen as the population of the study because 

of their direct involvement in the process, have first hand knowledge and experience of 

benchmarking implementation in their companies. The study also focused on vendors of the 

Malaysian automotive industry. The authors believe that it is crucial to investigate and find out 

the perception of critical factors from those who have an understanding and practical experience 

in benchmarking implementation and adoption. 

The sample for the survey consisted of 350 companies, which were randomly selected from 

the Malaysian automotive industry first and second-tier vendors' lists for PROTON and 

PERODUA. A questionnaire was mailed to the top management of each company. A reply

paid, self-addressed envelope was included. A total of 68 companies responded to the 

questionnaire, giving a response rate of about 19%. For comparison, a postal survey on 400 

manufacturing SM Es in the United Kingdom by Reed et al (2001) also received a low response 

170 



Practice of Critical Factors for Business Survival and 
Compeflliveness in Malaysian Manufacturers SMEs 

rate of 5.5%. Another 11 of the questionnaire were returned as the companies had moved to 
new locations or ceased operations. Given the low response associated with mail surveys, 
this response rate was considered reasonably adequate. 

SURVEY RESULTS AND FINDINGS 

Profile of the Respondents 

The majority (i.e. 71%) of the respondent companies that are involved in the automotive 
manufacturing sector are completely owned by Malaysians (Figure 1 ). The remainder 29% of 
the companies were joint ventures between local entrepreneurs and foreigners. 

80 
70 
60 

IE 
Cl. 

20 
10 
0 

100% l ocal Jojnt Venmre 

Figure 1. Bar chart showing the type of company ownership 

Table 3 shows the distribution of product types manufactured by the respondents' companies. 
It can be seen that 43.9% are producing metal parts, 21.2% plastic parts, 16.7% electronic 
parts, 15.2% electrical parts, 13.6% rubber parts, and 24.2% other parts (i.e. carpet, lamps, 
glass, oil, paint, etc.) for the automotive industry. The results indicate that the respondents 
were producing many types of products and employing various manufacturing techniques. 
Thus, the survey results can be considered as representative of the general vendor population 
in the Malaysian automotive manufacturing sector. 
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Table 3. Types of Products Manufactured 

Products Manufactured Number of companies Per cent 

Metal parts 29 43.9% 

Plastic parts 14 21.2% 

Electronic parts 11 16.7% 

Electrical parts 10 15.2% 

Rubber parts 9 13.6% 

Other parts 16 24.2% 

Note: The total exceeds 68 since some companies produce more than one type of product. 

With regards to quality system certification, about 82% of the respondents had at least one 

certification in place (Table 4). However, as shown in Table 4, it is quite surprising to discover 

that more than 18% of the respondents did not have any quality certification. When examining 

the results in greater detail, it was found that 53% were certified to ISO 9000:1994, 22.7% ISO 

9000:2000 and 13.6% were certified to other types of quality standards. In addition, it is also 

quite surprising that only about 30% of the respondents have the more stringent OS 9000 

even though it has almost become a requirement for companies involved in the automotive 

industry. 

Table 4. Types of Quality System Certification - Overall 

Quality systems No. of companies Per cent 

ISO 9000:1994 35 53.0% 

QS 9000 20 30.3% 

ISO 9000: 2000 15 22.7% 

Others 9 13.6% 

None 12 18.2% 

Note: The total exceeds 68 since some companies have more than one quality system certification. 

Regarding benchmarking knowledge, Figure 2 shows almost 71 % of the respondents have . 

some prior knowledge before embarking on the benchmarking initiatives acquired through 

seminars, conferences, workshops, training or the mass media. Meanwhile, 27% had embarked 

in benchmarking activities through ''trial-and-error'' due to their lack of knowledge of the 
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benchmarking technique and 2% were in the categories "did not know" or "unsure" how to 
respond. 

i 4l 
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yes no don't know I unsure 

Figure 2. Respondents' Prior Knowledge on Benchmarking 

In Table 5, it can be seen the four benchmarking initiatives with the highest implementation 
rate ranked in terms of percentage are: knowing and understanding own process (59.1 %), 
establishing benchmarking measures (33.3%), education and training in benchmarking (27.3%) 
and identifying benchmarking partner (27.3%). 

Table 5. Types of Benchmarking Initiatives Implemented - Overall 

Benchmarking Initiatives Implemented Number of companies Per cent 

1. Knowing and understanding own process 39 59.1% 

2. Establishing benchmarking measures 22 33.3% 

3. Education and training in benchmarking 18 27.3% 

4. Identifying benchmarking partner 18 27.3% 

5. Employee involvement in benchmarking 14 21.2% 

6. Developing benchmarking strategies 14 21 .2% 

7. Setting-up a benchmarking unit 13 19.7% 

Note: The total exceeds 68 since some companies have implemented more than one types of benchmarking initiatives. 
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It is a well-known fact that majority of the SM Es expect their employees to perform multi-tasks 

in their daily work because they could not afford to hire employees that could only perform a 

single task compared to their counterpart in the large companies. Majority of the SM Es have 

to practice this because of their financial and human resource constraints. Therefore, it is not 

surprising to know from the survey results that only about 20% of the respondent companies 

had set-up a formal benchmarking unit in their respective companies. In other words, it is a 

normal phenomenon to see SME employees performing multi-tasking in their daily routines. 

For example, an employee working in the SME may perform the management tasks; while at 

the same time conduct the benchmarking effort, monitor its implementation progress and 

success. Thus, creating a separate unit for conducting benchmarking activities might need 

the SMEs to employ additional human resource. 

However, the authors believe it is very important to set-up a benchmarking unit before embarking 

on benchmarking initiatives. A benchmarking unit could help top management in making policy 

decisions, identify and select the key business performance measures to be benchmarked. In 

addition to that, it could assist top management to decide on the benchmarking technique to 

be adopted and to review all activities in the benchmarking process. Members of this unit 

should comprise of representatives from managerial, supervisory and operation level. 

On average, the number of years during which the respondent companies had implemented 

benchmarking initiatives was 3.7 (Figure 3). The survey results show that benchmarking is 

still considered a new tool tor performance improvement in the Malaysian automotive 

manufacturing SM Es. This is due to the fact that majority (75%) of the companies have five or 

less years experience and are still in the early stages of benchmarking implementation and 

yet to be widely used. 

2.0 4.0 6.0 8.0 10.0 12.0 14.0 

std. Dev= 3.18 

Mean=3.7 

N=49.00 

Figure 3. Number of Years Involvement in Benchmarking 
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Practice of Critical Competitive Performance Measures Relative to Competitors 

Table 6 shows a list of 15 competitive performance measures that the respondents perceived 
to be critical relative to their competitors. Referring to Table 6, the five most critical performance 
measures in terms of their ranking are product quality, manufacturing cost, technological 
competitiveness, gross profit margin, and creativity and innovation. 

Table 6. Critical Competitive Performance Measures Relative to Competitors 

Ranking Most Critical Factors Number selected Percentage selected 

1. Product quality 51 75.0 
2. Manufacturing cost 48 70.6 
3. Technological competitiveness 30 44.1 
4. Gross profit margin 21 30.9 
5. Creativity and innovation 21 30.9 
6. Sales growth rate 19 27.9 
7. Process and system flexibility 19 27.9 
8. Short cycle time from ideas to market 18 26.5 
9. Market share 16 23.5 
10. Timeliness 14 20.6 
11. Response to enquires 11 16.2 
12. Sales revenue 10 14.7 
13. Process cycle time 8 11.8 
14. Information flow 7 10.3 
15. Inventory turnover times 5 7.4 

The survey results show 75% of respondents agreed that product quality is the most critical 
competitive performance measures, followed by manufacturing cost (70.6%). The other three 
remaining most important performance measures perceived by the respondents are 
technological competitiveness (44.1 %), gross profit margin (30.9%) and creativity and 
innovation (30.9%). In other words, the survey results and findings indicated that a large 
majority of respondents agreed that product quality and manufacturing cost competitiveness 
are the two most critical performance measures for their survival, competitiveness and growth 
in the market place. 

Practice of Important Goals that Drive Company to Stay Lean and Competitive 

Table 7 contains a list of the most important goals that could act as drivers for the company to 
be more productive, efficient and competitive in the market place. The data found in Table 7 
was extracted from a survey on benchmarking implementation in SMEs companies involved 
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in the Malaysian automotive manufacturing sector. Referring to Table 7, 75% of the respondents 

agreed that to be competitive and prosper in business, they must strive towards continuous _ 

improvement to achieve higher customers' satisfaction. This is the most important goal; it 

leads by almost 20% compared to the next goal. This is very important because only satisfied 

customers will continue to provide business opportunities that in-turn contributed towards the · 

company survival and profit. The next most important goal is productivity improvement; it was 

supported by almost 56% of the respondents. Meanwhile, the other three most important 

goals in order of importance are operational performance and competitiveness (50%), 

technological competitiveness (44%), and improved employees satisfaction and morale 

(39.7%). 

Table 7. Most Important Goals That Helps Company Stay Competitive and Prosper 

Ranking 
Most Important Goals 

Number Percentage 
No. selected selected 

1. Greater customer satisfaction 51 75.0 
2. Productivity improvement 38 55.9 
3. Operational performance and competitiveness 34 50.0 
4. Technological competitiveness 30 44.1 
5. Improved employees satisfaction and morale 27 39.7 
6. Higher growth in total sales 25 36.8 
7. Higher value added products 23 33.8 
8. Bigger market share 18 26.5 
9. Better cash flow position 16 23.5 
10. Better financial performance 16 23.5 
11. Return on investment 14 20.6 
12. Shorter process change-over time 7 10.3 

Practice of the Critical Factors For Implementing Benchmarking Effort 

More than three-quarters (79.4%) of the respondents agreed that top management leadership 

and support for the benchmarking effort are very critical towards its implementation and adoption 

success (Table 8). 

This is the most important factor; it leads by almost 30% compared to the next most critical 

factor for implementing benchmarking effort. The subsequent most critical factor in enhancing 

business performance is to monitor and measure regularly their customers' satisfaction levels 

(50%). This factor was closely followed by the other three most critical factors, namely: practice 

continuous quality improvement culture (45.6%), formulate short and long-term business plans 

based on benchmarking results (42.6%), and understanding own systems and processes 

(42.6%). 
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Table 8. Critical Factors for Implementing Benchmarking 

Most Critical Factors Number Percentage 
selected selected (%) 

Leadership and support from top management 54 79.4 

Customer satisfaction levels are measured and 34 50.0 
monitored regularly 

Practice continuous quality improvement culture 31 45.6 

Formulate short and long-term business plans 29 42.6 
based on benchmarking results 

Understanding own systems and processes 29 42.6 

Systematic planning and implementation systems 25 36.8 

Top management commitment to implement 25 36.8 
benchmarking recommendations 

Organisation readiness to dismantle existing 18 26.5 
structures and culture 

Sufficient resources available 17 25.0 

Staff creativity and innovative capability 11 16.2 

Relevant staff education and training in place 11 16.2 

Employee satisfaction levels are measured and 10 14.7 
monitored regularly 

Existence of favourable work environment 6 8.8 
and culture 

Desirable human resources practices 1 1.5 

Major Problems and Obstacles in Implementing Benchmarking Initiatives 

Table 9 shows the twelve major problems and obstacles for implementing benchmarking to 
improve business process and overall business performance ranked according to the number 
of respondents that selected them during the survey. Referring to Table 9, almost 56% of the 
respondents have the view that lack of awareness, knowledge and expertise is the highest 
obstacle towards achieving successful benchmarking implementation effort. On the other hand, 
53% perceived that lack of resources (i.e. financial, human, technical and time) is the next 
major obstacle. Meanwhile, unsystematic planning and implementation systems (44.1%) and 
ineffective communications links (42.6%), took the third and fourth place respectively. In addition, 
there are three major problems and obstacles that share the same ranking (i.e. 5) and 
percentage (41.2%). These major problems are: first, no systematic framework; second, lack 
of effective performance measurement instrument and; third, top management not committed 
to implement recommendations from the benchmarking results. 
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Table 9. Major Problems and Obstacles for Implementing Benchmarking 

Ranking Major Problems and Obstacles Number Percentage 
No. selected selected (o/o) 

1. Lack of awareness, knowledge and expertise 38 55.9 

2. Lack of resources (i.e. financial, human, 36 52.9 
technical, etc.) 

3. Unsystematic planning and implementation 30 44.1 
systems 

4. Ineffective communications links 29 42.6 

5. No systematic framework 28 41.2 

6. Lack of effective performance measurement 28 41.2 
instrument 

7. Top management not committed to implement 28 41.2 
benchmarking results recommendations 

8. Unfavourable organisational structure and culture 16 23.5 

9. Seen to be non-critical activity 15 22.1 

10. High consultant, training and implementation costs 13 19.1 

11. Complicated to implement 11 16.2 

12. No support from employees' union 3 4.4 

CONCLUSION AND LIMITATIONS 

In the demographic data analysis, this study indicates that majority of the respondents are 

Malaysian owned SME companies involved in the automotive components manufacturing 

sector. The findings from the postal survey revealed that a large majority (i.e. 75%) of the 

companies have less than five years of experience in manufacturing business. In other words, 

majority of them are still in the early stage of the benchmarking implementation effort and the 

benchmarking technique is still new among Malaysian automotive SMEs. This is further 

evidenced by the fact that about 60% of the companies had just started implementing at least 

one initiative (i.e. knowing and understanding own process) out of the seven benchmarking 

initiatives for full implementation. 

The survey result revealed that more than 70% of the respondents' believed that product 

quality and manufacturing cost are the two most critical competitive performance measures 
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relative to competitors. In other words, this survey results provide empirical evidence on the 
. customers' view towards product quality. The survey outcome has shown that product quality 

has a significant influence on majority of the customers in making their decision on whether to 
purchase the product or not. In addition, the survey also showed that product manufacturing 

· cost is another factor to be considered because it has significant influence on the company's 
competitiveness in the market place. Apart from that, three quarters (75%) of the respondents 
believed customer satisfaction as the most important goal that help their company to stay 
competitive and prosper, it is followed by productivity improvement (56%). This result is in-line 
with the general public perception that to survive and prosper in manufacturing business, 
companies should be able to manufacture products, which satisfy their customers' needs and 
requirements. On the other hand, higher productivity could lower the production cost of the 
product, which in the end results in larger profit margin for the manufacturer. 

Almost 80% of the respondents believed top management leadership and support for the 
benchmarking effort is crucial in ensuring success. This is very crucial because change initiatives 
such as benchmarking activities needs top management leadership and support during 
benchmarking activities implementation and adoption process in order to ensure its successful 
conclusion. Without top management's support, commitment and leadership, the benchmarking 
implementation process will face a lot of difficulties in getting the resources (i.e. financial, 
human, technical and time) it requires to implement the benchmarking activities. The difficulty 
in getting the necessary resources may frustrate the benchmarking team, which in turn will 
cause the benchmarking effort to fail. In addition, majority of them also believe that the two 
major problems for implementing benchmarking is the lack of awareness, knowledge and 
expertise in the area as well as the resources to implement the programme (i.e. financial, 
human, technical and time). With regards to the level of understanding and knowledge in 
benchmarking, it was found that a large majority of Malaysian companies in the automotive 
components manufacturing industry still lack the knowledge on benchmarking concepts and. 
its role towards enhancing their business process effectiveness and competitiveness. It is 
therefore crucial to improve the SMEs knowledge and awareness of the benchmarking's role 
in their pursuit to become more efficient in their business processes and thus enhance their 
ability to compete in the market place. 

The study also revealed that there is a lot to be done in encouraging more companies to use 
the benchmarking technique in their pursuit to be more competitive in the local, regional and 
global market and survive the stiff competition in the market place. To achieve this, the Malaysian 
government through its agencies such National Productivity Corporation and SIRIM Berhad 
could intensify their efforts in promoting awareness and usage of the benchmarking technique 
by conducting seminars, workshops, road-shows, education and training, and publishing articles 
in the local mass media on the benchmarking concept. 
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The survey methodology used in this study has several limitations. The reliability and validity 

analysis were conducted based on 68 companies only, which is considered to be quite small . 

sample size. Therefore, the results of this study must be treated with caution. The survey 

results presented in this paper is a part of an on-going research on benchmarking 

implementation in Malaysian automotive companies. The authors will highlight other aspects ·; 

including a framework for benchmarking implementation in a future paper. 
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