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ABSTRACT

The automotive industry is one of the most important and strategic industries
in the Malaysian manufacturing sector. It supports a large number of Small and
Medium Enterprises (SMEs). The Malaysian automotive industry, especially the
suppliers, must be able to stay competitive and be in business. In order to be able to
achieve the above goals, suppliers should apply Total Quality Management (TQM)
to improve the quality of products and services in satisfying the customers. Theory of
Constraints (TOC) is a systems methodology that has been developed to assist people
and organizations to think about their problems, develop breakthrough solutions and
implement those solutions successfully. This study has attempted to integrate TQM
and TOC in enhancing the implementation of TQM. There has not been any well
research about the integration of TQM and TOC implementation, especially in
Malaysia. So, it is hoped that this study can help Malaysian SMEs, especially
automotive suppliers, to implement TQM better. Survey methodology and case study
have been conducted to determine the extent of TQM and TOC implementation in
Malaysian automotive suppliers. The TOC Thinking Process (TP) tools were used to
analyze data from survey and case study to find out and reduce some of the problems
of TQM implementation in Malaysian automotive suppliers. It was found that
Malaysian automotive suppliers have achieved quite a high level of their quality
implementation programs, although most of them are still in the early stage of
implementing TQM. There were also still problems in their implementation of TQM.
By using TOC TP tools, it was found that the core problem of the TQM
implementation in Malaysian automotive suppliers was lack of management
leadership and commitment to TQM. The main contribution of this study is a
proposed framework for the integration of TQM and TOC in assisting companies for

the implementation of TQM.
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ABSTRAK

Industri automotif merupakan salah satu industri yang penting dan strategik
dalam sektor perkilangan Malaysia. la menyokong sejumlah besar industri kecil dan
sederhana. Industri automotif Malaysia, terutama para pembekalnya, hendaklah
mampu mengekalkan diri mereka dalam persaingan bisnis. Oleh itu, para pembekal
hendaklah mengaplikasikan Pengurusan Kualiti Menyeluruh (TQM) untuk
meningkatkan kualiti produk dan perkhidmatan secara berterusan dalam memuaskan
hati pengguna. Theory of Constraints (TOC) adalah sistem metodologi untuk
membantu  individu dan organisasi memikirkan masalah, membangun
penyelesaiannya, dan melaksanakan penyelesaian tersebut dengan berkesan. Kajian
ini  bertujuan untuk mengintegrasikan pelaksanaan TQM dan TOC, dan
menggunakannya sebagai satu mekanisme untuk menilai dan meningkatkan
pelaksanaan TQM. Penyelidikan dan laporan mengenai integrasi TQM dan TOC
sangat kurang, terutamanya di Malaysia. Oleh itu diharapkan kajian ini dapat
membantu industri kecil dan sederhana Malaysia, terutamanya para pembekal
automotif, melaksanakan TQM secara berkesan untuk kekal dalam persaingan
perniagaan. Kaedah soal selidik dan kajian kes dijalankan untuk menentukan tahap
pelaksanaan TQM dan TOC di kalangan para pembekal automotif Malaysia. Alatan
Thinking Process (TP) digunakan untuk menganalisis data yang diperoleh dari soal
selidik dan kajian kes untuk mengenal pasti dan mengurangkan masalah utama
pelaksanaan TQM di kalangan para pembekal Malaysia. Ditemukan bahawa para
pembekal automotif Malaysia telah mencapai tingkat yang cukup tinggi dalam
pelaksanaan program kualiti mereka, meskipun kebanyakan daripada mereka masih
dalam tahap awal melaksanakan TQM. Ditemukan pula masalah dalam pelaksanaan
TQM mereka. Alatan TOC TP menemukan bahawa punca utama masalah dalam
pelaksanaan TQM di kalangan para pembelal automotive Malaysia adalah kurangnya
kepemimpinan dan komitmen pihak manajemen kepada pelaksanaan TQM.
Sumbangan utama Kkajian ini adalah satu cadangan rangka kerja yang
mengintegrasikan TQM dan TOC dalam membantu syarikat melaksanakan TQM.
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CHAPTER 1

INTRODUCTION

1.1  Background of the Research

Since the implementation of ASEAN Free Trade Area (AFTA) agreement in
1992, competition has become intense between ASEAN countries. AFTA has the
objective of increasing the ASEAN region’s competitive advantage as a production
based geared for the world market. This activity has begun to serve as a catalyst for

greater efficiency in production and long-term competitiveness.

The automotive industry is one of the most important and strategic industries
in the Malaysian manufacturing sector. It is an important driver of industrial
development, the provider of technological capability and the generator of inter-
industry linkages, because it brings together various components, which are
manufactured by suppliers in other industries. This also means that the automotive
industry actually supports a large number of Small and Medium Enterprises (SMEs)

supplying components, subassemblies to the car manufacturers.

Facing the implementation of AFTA, the Malaysian automotive industry
especially the suppliers must be able to stay competitive and be in business. In an
increasingly competitive market place, businesses with a strong continuous
improvement culture and external focus are more likely to survive and prosper. They
should also produce products with better quality, cheaper price, faster delivery and

better service to customers compared to competitors. Total Quality Management



(TQM) is considered an important catalyst in this context (Ghobadian and Gallear,
1996). TQM has the objective of improving the quality of products and services
continuously to satisfy the customers. So, in order to be able to achieve the above

goals, suppliers can adopt Total Quality Management (TQM).

The adoption of TQM involves a fundamental change in the way business is
conducted: customer needs and expectations are fully focused, employees are wholly
empowered, a set of effective management techniques is adopted, and each part of
the organization is enable to contribute to continuous improvement (Garvin, 1991;
Bounds et al., 1994). Although much literature promotes TQM as a potent strategy
for firms to gain long-term competitive advantages, this claim was contradicted by
general opinion surveys. A number of studies reveal that a large percentage of
companies have found that their TQM efforts have failed to live up to their
expectations (Martins and de Toledo, 2000; Huarng and Chen, 2002). Hansson and
Klefsjo (2003) suggested that many of the failures of TQM are related to bad

implementation strategies and processes.

Almost all of those studies were identified and developed for large firms. For
SMEs, the problem in implementing TQM compared with large organizations was
SMEs have been slow to adopt TQM (Ghobadian and Gallear, 1996). In Malaysia,
the concepts of TQM are relatively new to Malaysian SMEs (Agus and Abdullah,
2000 and Abd. Rahman, 2002). Only a small number of Malaysian SMEs have
reached a stage of development where they are able to apply TQM effectively (Idris
etal., 1996).

Is TQM really over? No. Quality and the customer satisfaction that it implies
is still a necessary condition for success. However, it is no more than a necessary
condition, which means other factors must be considered in planning to succeed.
This brings up the question, “How do you integrate quality with the other elements of
business success? The answer lies in finding a way to focus attention on the system
as a whole, rather than on its component processes. If that is done, all the necessary
conditions are afforded the attention they merit, not just service or production quality
(Weis, 2001). TQM divides the system into processes, than optimizing the quality of

each process. TQM doesn’t address how to manage the system as a whole, only



focusing in improving processes (Dettmer, 1995). The question is how to solve those
problems. One of the ways is by applying the tools and methodology of Theory of
Constraints (TOC).

TOC was first presented in 1986 by Eliyahu M. Goldratt (Goldratt and Cox,
1984) through his revolutionary book, The Goal. TOC provides the methodology to
define what to change, what should be changed to, and how to effect the change to
continuously improve the performance of an entire system. TOC, like TQM, treats
improvement as an ongoing process. But instead of focusing on localized
improvements in all areas, it attacks the one constraint or bottleneck that limits the

systems performance.

1.2 Statement of the Problem

As explained above, Total Quality Management (TQM) has been recognized
and used during the last few decades by organizations all over the world to develop a
quality focus and improve organizational performance. In spite of this, TQM
implementation is still problematic for many organizations. Especially for Malaysian

SMEs, they have been slow to adopt and implement TQM.

So, this study has focused on using TOC as a mechanism to assist TQM. It is
not to replace TQM, but TOC can help TQM to find out problems in its
implementation and focus TQM toward the organization’s goal. TOC is a good
approach in continuous improvement, but not much has been studied in Malaysia.
There is also no research about the use of TOC as a mechanism to assist TQM in
Malaysia, especially the automotive suppliers that have an important role in

Malaysian industry and economy.



1.3 Research Questions

Some of the key questions addressed during this research were:

a. How is the implementation of TQM in Malaysian automotive suppliers?

b. How is the level practice and understanding of TOC in Malaysian
automotive suppliers?

c. How to identify problems in the implementation of TQM by using TOC?

d. How to focus the implementation of TQM by using TOC?

1.4  Objectives of the Study

The objectives of this study:

a. To identify the problems of TQM implementation in Malaysian
automotive suppliers.

b. To devise a framework for the integration of TQM and TOC

implementation in Malaysian automotive suppliers.

1.5 Importance of the Study

The research on the integration of TQM and TOC implementation is very
important and useful. TOC can help the companies to appreciate the effect of local
actions and decisions on overall system performance. TOC can also find the core

problem that hampers the companies in achieving their goal.

Therefore, this research has merit in the sense that it can help the Malaysian
automotive suppliers to implement TQM better and improve their performance
continuously. It influences the ability of Malaysian automotive industry to stay

competitive and be in business.



1.6 Scope of the Study

The scopes of this study:

1. The Malaysian automotive suppliers are the focus of this research.

2. The research to find out the problems of TQM implementation in
Malaysian automotive suppliers was confined to the top managers:
Quality Control Manager, Production Manager, Human Resources and

Development Manager, etc., in Malaysian automotive suppliers.

1.7  Assumptions of the Study

The study was based on the following assumptions:

1. The managers selected to respond to the questionnaires had sufficient
knowledge about the quality practices in their companies

2. The managers selected to respond to the questionnaires about the quality

practices provided honest answers to all of the questions.

1.8  Layout of the Thesis

This report is organized into 7 chapters. The first chapter provided an
introduction to the research. It also describes the background of the problem,
statement of the problem, purpose, importance, and scope of the study. Chapter 2
presents a critical review of the Malaysian automotive industry, Small and Medium
Enterprises (SMEs), quality, Total Quality Management (TQM), Theory of

Constraints (TOC), and definition, characteristics, and types of framework.

The methodology employed in conducting the study is described in the
Chapter 3. The research adopted survey methodology by using postal questionnaire
and the case study methodology. The questionnaire was designed to capture

information about the level of TQM implementation and the practice and



understanding of TOC in Malaysian automotive suppliers. Conducting the case study
was the next step after collecting data through questionnaire. Data from survey and
case study was analyzed by using the TOC Thinking Process tools to find out the
core problem in TQM implementation and suggest solutions in solving it. The
outcomes and inputs from the survey and case study were used to develop the
integrated TQM and TOC implementation framework (TOC-based TQM framework)

in Malaysian automotive suppliers.

Chapter 4 presents the survey results and analysis. The survey method was
investigated to know the level of TQM implementation and the practice and
understanding of TOC in Malaysian automotive suppliers. The case study results and
analysis, and the use of TOC Thinking Process tools were described in Chapter 5.
The tools were used to find the core problem of TQM implementation and solve it.
They identify Undesirable Effects (UDEs) and implement the Current Reality Tree
(CRT), Conflict Resolution Diagram (CRD), Future Reality Tree (FRT), Prerequisite
Tree (PRT), and Transition Tree (TT).

Chapter 6 presents the integrated TQM and TOC implementation framework
in Malaysian automotive suppliers. This chapter provides a detailed description of
the framework’s working mechanisms. So, it can guide the companies how to

integrate TQM and TOC implementation in the organization.

The last chapter is the culmination of this report. It aggregates all the findings
of research: the main outcomes and the contribution to the field. It also outlines

possible areas for future research because there are still the limitations of this study.
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