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Best practices are leadership, management, or operational methods or approaches 

that lead to exceptional performance. Even though, there are a lot of researches and 

findings show the success of benchmarking or best practice, but there are few- co~npanies 

that not adopt or are not successfbl in the implementation of best practice. The purpose of 

this study is to find the factors that most influence the manufacturers to adopt the best 

practice in Malaysia biotech manufacturing industry. Therefore, focus could be paid on 

these factors to find the right partner and avoid wasting resources while doing 

benchmarking probct. Moreover, the relationship between implementation success of the 

best practice that the organization had adopted and the performance improvement of the 

organization as a result of implementation on these best practices is also to be found out. 

The population of the study is 64 companies that were registered under Biotech Division, 

Ministry of Science, Technology and Innovation and ONLY 8 QUESTIONNAIRES 

R E m D  from the respondents WERE analyzed USING SPSS .From this study, it 

was found that the three major factors that would affect the decision making in best 

practice adoption were the perceived benefits (increase quality and improve overall 

operational performance) of the best practice itself, organizational culture (change is 

viewed positively) of the company and perceived outside supports (availability of outside 

training). On top of that, the relationship between implementation success level and 

performance improvement level as a result of implementing the best practices was found 

positively related. 



ABSTRAK 

Teknik terbaik adalah kepimpinan, pengurusan, cara-cara perjalanan yang 

menyumbang kepada hasil keputusan yang baik. Walaupun terdapat banyak kajian dan 

keputusan menunjukkan pengajian teknik terbaps yang berjaya, malah ia masih terdapat 

syarikat-syarikat yang tidak mengamalkan pengajian teknik terbagus atau gaga1 dalam 

melaksanakan teknik terbagus itu. Penyelidikan ini adalah bertujuan untuk mencari 

faktor-faktor yang paling mempengaruhi para pen@lang untuk melaksanakan teknik 

terbagus tersebut dalarn industri biotek Malaysia. Selain tu, perhatian juga diberi kepada 

faktor-faktor tersebut untuk mencari syarikat sekerja yang betul dan setenisnya 

menghalang syarikat daripada membazir sumber-sumber semasa menjalankan projek 

pengajian teknik terbagus. Dalam penyelidikan ini juga, hubung kait antara kejayaan 

perlaksanaan teknik terbagus dan peningkatan prestasi syarikat hasil daripada 

perlaksanaan teknik terbagus itu DIKENALPASTI. Populasi penyelidikan ini adalah 64 

buah syarikat yang didaftarkan di Bahagian Biotek, Kementerian Sains, Teknologi dan 

Innovation, dan 8 soal selidik daripada 8 buah syarikat dikutip d m  dianalisakan. 

Keputusan yang didapati rnenunjukkan tiga faktor-faktor utama yang mempengaruhi 

keputusan untuk melaksanakan teknik terbagus adalah kebaikan yang dirasai 

(peningkatan kualiti dan pencapaian operasi syarikat) daripada teknik terbagus itu 

sendiri, budaya syarikat (pengubahsuaian dianggap positif dalam syarikat) dan sokongan 

luaran didapati (keuwjudan latihan luaran). Di sarnping itu, kejayaan perlaksanaan teknik 

terbagus didapati BEIUXJBUNGKAIT dengan peningkatan pencapaian prestasi syarikat. 
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CHAPTER 1 

INTRODUCTION 

1.1 BACICGROUND OF THE STUDY 

As the world recognizes that Malaysia nowadays is a developing countsy and the 

nlanufactu~ing sectors contlibute a huge poi-tion of the econoiny of the count~y. 

Therefore, Malaysians are in an industlial society, focusing in the production of goods. 

However the enlelsion of neigl~bouring countiies, such as China, Thailand and Vietnam 

where have the privilege of lower labour costs compared to Malaysia. Malaysian 

gove~nlnent has foreseen the problem and struggled to remain the foreign direct 

investment (FDI) in Malaysia. On of the possible ways to maintain the conlpetency of 

Malaysia's products is through efficient production and ligh quality products. W li i le 

bc~ildi~ig i~poli established clusters of i~idustries to produce next generation products, 

efforts \\;ill be ~iiade to enliance the clevelopme~it of new sources of 91-owth, largely 

science-based and innovation-basecl activities, especially bioteclinology and ICT 

industries to diversify and bsoaclen tlie ~iia.nufactusing base. (liMI< 0: 2006;) 

According to Ungan, M.C.(2002), one of the potentially efficient ways to 

improve a process is to identify and adopt best practices that were developed elsewhere 

and have produced superior results. This al~proach, cornlnonly referred to as 

benchmasking, has been widely sclutinizecl by practitioners since the early 1990's. 

However, in Malaysia alone, Inany research-based studies were done, but the adoption 

of best practices is not as ligh as might be expected, especially in small and nlediutn 



industries (SMI). Althougl~ there is enough research evidence that scores of conlpanies 

are involved in bencl~marl~ing to identify best practices, these organizations are 

generally not willing to adopt or are not successful in implementing their findings (The 

Benchmarking Exchange, 200 1, Davies and I<ochar, 1999). 

The tell11 of best practices used in benchnlaiking is not absolute and it is a 

relative tenin. According to the American Productivity and Quality Centel; APQC (1 993), 

best practices are leadership, mai~agement, or operational methods or approacl~es that 

lead to exceptional perfol~~~ance. Examples of best plactices includes : Total Quality 

Management, Quality Management Systems, Leain Manufacturing, Cellular 

Manufacturing, Sy~lchronized Scheduling, Six Signla, ... etc. Based on the 1itel-atul.e 

(Rogers, 1983, Tornatzky and Fleischer, 1990), the context of a best practice adoption 

factols are: (1) cl~aractelistics of the innovation or best practice; (2) cl~aracteristics of the 

envirolllnent in which the organization operates; (3) characteristics of the organization; 

and (4) chal-acteiistics of the olganization decision inakels. 



1.2 STATEMENT OF THE PROBLEM 

For developed countries such as US, benchl~aliting is widely used by companies. 

Many Fortzii~e 500 conlpanies and other large organizations have enlb~aced 

benclunasking as an impostant, systematic nlethodology for achieving the organization's 

stl-ategic objectives (APQC, 1995). According to a sulvey conducted by Icumar and 

Chandra (2001), 50 out of 93 US ~nanufactu~ing conlpanies had been involved in 

bench~nxlcing. However, only half of 1498 benclima~king projects ended up with actual 

process i111p1-ovelnent (Benchmxlcing Exchange, 2001). 

In Malaysia, the situation is not clear, wl~etl~er the local manufacturers are not 

aware of the possible benefits brought by the ilnplelnentation of best practices or there 

are reasons that blocking t l~ tm to adopt best practices in their organizations. From the 

study done by Ungan, M.C., 2002, three unpoltant research questioas wele raised: 

(i) Pylint factors have an ir71pact on tile adoptioi? decision o f  bestpr-cictices? 

(ii) FW7at .fiicto~-s Izuve nrt ii~pcict on tlie iinlylemerztcition szlccess o f  best 

practices? 

(iii) Does best pr-cictices in1ple17zerztcitio1z lead to yerfornicirzce inpr-overri.entY 

For the Ninth Plan period of Malaysia, in meeting a more challenging and 

competitive global environnlent, a crucial goal will be to upscale the ~nanufacturing 

sector towards higher value aclded activities and upgsacle capacity in tke provision of 

related sewices (RMK 9, 2006). For Malaysia to become one of the filst choice 

countlies in asia pacific region that prod~~ce high quality product that will satisfy the end 

usas and for the meanwhile maintaining the con~petency as a developing country with 

attracting operation costs to attract foreign investment, lllore local companies should 

adopt best practices in their organizations. This study aim to provide a reference for 

decision makers to adopt the best practices by taking into account several factors 

involved. 



1.3 OBJECTIVE OF THE STUDY 

The pul-poses or the main objectives of this study are :- 

a) To identify major factors that most affect the best practices adoption 

decision in biotech inanuf%cturers in Malaysia and consequently prevent 

co~npanies ii-om wasting their resources in doing bencl~~narlting projects. 

b) To find the relationship between iinplelllentation success and 

perfoiinance improva~lent as a result of implementation on these best 

practices. 



1.4 FRANIEWORIC OF THE STUDY 
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1.5 SCOPE OF THE STUDY 

The demographic data as well as the gender of t l ~ e  participants in tlis study are 

neslected. Therefore, the histoiical background, hoinetocvn cultural and previous 

expeiiences of each participant, who represented the organization to answer the 

questionnaire, are not taken into account in this study. The data is collected in biotech 

n~anufactu~ing industries selected in Malaysia. Thus, the result analyzed is applicable to 

that paiticular industiy as reference only. For other industiies, there migl~t have 

happened bias in the result found. As time passes by, the selection of participant might 

change due to changing external factors and consequently the result analyzed before is 

not appropriate enougl~. The study needs to be carried out regularly to update and follow 

the cull-ent situation. 



CHAPTER 2 

LITERATURE REVIEW 

2.1 DEFINITION 

2.1.1 Biotechnology 

The United Nations Conventio~l on Biological Diveisity (1992) 11ad coine up 

with one of the definitions of biotechnology is it means any tecl-inological application 

that uses biological systerns, living 01-ganisms, or delivatives thereof, to inake or modify 

PI-oducts or pl-ocesses for specific use. It is a popular tell11 used in 21" centuly, new 

tecllnology based on biology, especially when used in agicul ture, food science, and 

medicine. Many people find biotecl~~lology to be beneficial fi-om an ecollonlic and 

biological pel-spective (Conko, 2003, McGlouphlin, 1999). Accolding to The 

Bioteclinology Market Outlook (2005), the biotech sector has shown rapid growth in 

year 2000 to 2004, with global revenues rising fi-om $22.7 billions in 2000 to $44.3 

billions 111 2004. 

2.1.2 Process and Practice 

A process is si~nply a sequence of work steps that desciibes what is done to meet 

an objective. Meanwhile, a practice desciibes how the step is done in the process. 



Alllericall Productivity and Quality Centel; APQC (1993) stated that business practices 

are methods or approaches that facilitate the execution of a process. For an exanlple 

given by Ungan, M.C.(2002), internal assessment is a business process. A business 

practice is to base the criteria for internal assessment on the Malcolm Baldrige National 

Quality Award Criteria. Another business practice is to use IS0  9000 as the standard for 

assessnlent of product quality assurance. The other example is the developlnellt of new 

product design is a process, while ensuring that custonler input is used to define product 

features is a practice (APQC, 1993). 

2.1.3 Benchmarking and Best Practices 

According to Watson (1993), benchmailting is a continuous search for, and 

application of, significantly better practices that lead to supetior corllpetitive 

performance. A more operational definition of benchmarlcing is "the process of 

co~~tinuously measuring and comparing one's business processes against coinparable 

psocesses in leading organizations to obtain infollnation that will help the organization 

to identify and implement oppostunities (Andersen and Petterson, 1996). The objective 

of any benclunxlcing ei~deavor is to identify and adopt best practices to improve process 

and perfo~rn~ance. For the meaning of "best practice" stated before, Amel-ican 

Productivity and Quality Center, APQC (1 993) had defined best practices are leadership, 

management, or operational methods or approaches that lead to exceptional pelforlnance. 

In another study of the American Procluctivity and Q~lality Center (1995), best practices 

are recognized as the cause of best performance and it is noted that studying them 

provides the geatest oppoltunity for gaining strategic, operational, and financial 

advantage. However, best practice is a relative term instead of an absolute standard. It 

depends on many factors and cun-ent situation. 



2.2 BEST PRACTICE FACTORS 

2.2.1 Coclification 

According to Hansen (1999), codification means the degree to which the 

ltnowledge is fi~lly doculllented or expressed in writing at the time of transfes of 

ltnowledge between a subunit and the receiving element in another subunit. He also 

stated that knowledge with a low level of codification COI-responds closely to the concept 

of tacit Imowledge: that is, ltnowledge that is hasd to articulate or can only be acquired 

through experience. Codification, which is the degree to wl~ich knowledge associated 

wit11 the best practice can be written clown and mapped out, if done properly might ease 

knowledge transfer between subunits. 

2.2.2 Complexity 

According to Betty, Shim, and Jones (2001), complexity is defined as the degree 

of difficulty in understanding the innovation. When the best practices are complex, the 

knowledge associatecl with them is dispe~sed across lllany illdividuals, routines, and 

techniques, therefore they may be hard to understand and difficult to implement. 

However, Pre~nkumar (1999) found that complexity was not a significant va~iable in 

clisclinlinating between the aclopte~s and non-adopters in the adoption decision of 

telecoinin~~nication tecl~~ologies. 

2.2.3 Compatibility 

Thong (1 999) studied the facto~s influencing the adoption and extent of adoption 

of infolmation systenl in small business. He desciibed con~patibility as the degree to 



which an innovation or practice is perceived as consistent with the existing values, needs, 

work practices, and past experiences of potential adopter. He found that cotnpatibility 

was positively related to information systeln adoption in small business. This is 

undeniable that co~llpatibility llas becon~e one of the key issues to examine whether the 

practices will actually WOI-lc in the adopting organization during the evaluation of the 

best practices. 

2.2.4 Perceived Benefits 

Ell~luti (1 998) presented the reasons for bencl~marltingbased on his suwey-based 

1-esexch. The most impol-tant ones listed are cost reduction, productivity improvement, 

quality imp~-ovement, profitability iilipl-ovement, customer seivice improvement, process 

iinpl.ovement, market share protection, getting ahead of competitors, gaining a 

competitive advantage, open up an opportunity for growtl~, and enhancing job 

satisfaction. The same study revealed the p~inlaiy goals of benchn~a~king processes. 

These are pelfoi-~l~ance improvement (e.g., profit margins, return on investment, sales 

pel- employee), quality imp~-overnellt (e-g., percentage of defects and defect rates), 

productivity in~proveillent (e.g., efficiency rate, cycle time reduction), customer selvice 

improvement, market share increase, and business process imp~-ovement (e.g., waste 

delays, empoweilnent, and job satisfaction). Moreover, the other benefits listed are 

improved custo~ner satisfaction, ilnproved reliability of operations, greater cost savings, 

improved respond time, greater product innovation, greater number of repeat custo~nas, 

improved decision malting and setting of realistic and achievable goals (Brah, Ong, and 

Rao, 2000). These benefits formed a reliable scale with an alphavalue of over 0.8. 


