. :'..'."'_""'VALUE CHAIN ANALYSIS}FOR STRATEGIC FORMULATION-._:*;_ |
THE CASE OF PT INDOFOOD INDONESIA i :

o 3'Dhn:'S'érs Wibowo
CPT Altamd Surya Arsa by

Jalan Baridong@ Utara 85074 Jakinta 14440,
E-maik: maidan: 5 WIbowo@yahoo com -

4 'Abstract

" Stmtegy formulatmn of a company ‘related to achzevement process of objective
compames this matter causess strategy formulation process companies need careful
i process. (analysis that used in this paper is poriofolio analysis and value chain
- analysis. finally, recommendation from this paperis PT Indofood must strengthening
cash flow and the market position in this time.
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INTRODUCTION 3 Indofood’s business stability and Indofood
' strong' fundamentals. The well-known and
trusted brands of Indofood include household
names such as Indomie, Indofood continues to
benefit from its significant competitive advan-
tages in Indonesia. such as its low production
cost, mainly due to its economies of scale, its
extensxve distribution and marketlng capablll-
ties.

PT. Indofood Sukses Makmur Tbk {Indofood)
is “the  leader processed foods company in
Indonesia, with leading domestic market
shares for most of its products, ‘including
instant noodles, ‘wheat flour, branded edible
oils and fats, baby foods and snack foods.
Indofood also produces food seasonings
products. Currently Indefood is the largest
instant noodles manufacturer and the larsest
flour miller in the world, with installed

The operating result achieved to date is
due mainly to Indofood’s "Triple’A" consumer

capacities of approximately 13 billion.packs products sirategy (see exhubit 7).

and 3.6 million tons per annum, respectively. Indofood’s” products are distributed
Indofood owns the largest distribution network mainly through its subsidiaries, including
in Indonesia. Total employees as of December  Indomarco, independent distributors as well as
31, 1999 were 42,172, some cooperatives, which bring the company s

products to more than 150,000 retail outlets in
the country. Indofood’s nerve center is embed-
ded in its advanced, satellite-based information

Supermi, Sarimi, and Sakura instant
noodles, Bimoli and Sunrise cooking oil,
Royal Palmia and Simas margarine, Chiki,
Chitato and Jet-Z modern snacks, Promina and
Sun baby food products, and the Indofood and
Piring Lombok range of food seasonings.
These brands play a vital role in sustaining

technology system that makes far-flung opera-
tions on-line with the Head Office.
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ensurmg the freshness and avallablhty of 1ts products across'the country, through
| strategic manufacturmg locatlons and extensive: dlstrlbutxon network '

Exhibit 1. Indofood s " Friple A" Consumer Products Strategy

DISCUSSION

The Indofood Divisions
I. Noodles

Increased competition and aggressive promo-
tion is the greatest challenge faced by the divi-
sion. Today there arc over 100 competitor
brands in the market, a fourfold growth since
the start of the financial crisis in 1997 and
competition is most persistent in the lower-
priced scgment. Competition in itself has
helped build the category and significant sums
spent on television advertising, consumer, and
trade . promotions in 2003 are increasing per
capita consumption of instant noodles. There is
plenty of scope for further improvement. Indo-
food’s market share was 80 percent overall in
the total national market which in turn grew by
around 5 percent. Indomie at the high end of
Indofood range retained over 40 pereent of
total noodle sales volumes. Supermi and
Sarimi maintained their positions in the mid
price segment. Sakura at the lower end gained
volumes and continued to maintain its leader-
ship of this segment.

2. Flour

Supply conditions in international markets,
rising wheat prices and increased shipment
costs were the main issues for the division in
2003. Following the increasing of Indofood

stocks in the second half of 2002, a reaction to
the dramatic upswing in wheat prices, any ex-
pectations of a reduction in price and supply
conditions in 2003 were overtaken by poor
harvests in Australia and North America
(Indofood main supplier).

The national market declined 1.5 percent
in volumes during 2003, through a general
slowdown in demand from food producers.
Wheat flour prices were 7 percent higher year
on year, total sales revenues for the division
were 2.7 percent higher while volumes were 5
percent lower, reflecting a 2 percent loss of
market share to two local competitors, who
were reducing prices. Flowever both gross and
EBIT margins showed encouraging improve-
ment,

3. Distribution

In year 2003 Indofooddaunch their theme
called ‘Facing ihe” Future” that give some
prominence to developments of distribution
activitics. They have made a number of im-
portant changes in a major effort to broaden
market coverage, increase level of market
intelligence and speed up their responsiveness.
The Division’s sales force has been increased
by 23 percent and truck fleet by a further 21
percent.

The management of inventory has been
substantially altered from two separate stock
controls at factory and warchouse to a central-
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. Source: INSTATE ressarch

* Exhibit 2. Indofood’s Distribution Subsidiary .

ized system, which is coordinated by branches
as .they are posmoned ciosest. to markets,
Indoofod have ‘homogemzed’ their approach
to dlstnbutxon by mtegratmg the cﬁ'orts of
Indofood aff‘ hatcd distrlbutors cultmg out any
duphcatlon of cffort and rdtlonahzmg the
numbcr of SKUs handled While competxtaon
rcmamed fierce durmg 2003 the dwxston was
able o increase gross and EBRIT margins
shghtly

4. Branded Cooking Oils and Margarine

Competition continucd to intensify in the
branded cooking oil and margarine markets in
2003 -and  their performance was affected.
Indofood’s branded revenues were 14 percent
higher at Rp 2.2 trillion, the result of price
increases in February and’ November, Sales
volumes increased by 4 per cent for the whole
year to 462,600 tons and the division
maintained market sharc at just under 40 per
cent. Margarine sales volumes were { per cent
lower primarily due to increased competition
in the industrial margarine sector where Indo-

food has tradxttonaily been dommant Market
share in margarmc was 60 per cent

The d:v;smn recorded an operating loss of
Rp-23.9 billion (compared to Rp 69.6 billion
losses in - 2002) but expectations are for a
return :fo -a positive operating performance in
the year ahead. Keen price-driven competition,
the prime factor influencing customer loyalty
in this category, was the major challenge for
the division. A number of fully-integrated
competitors continued to absorb rather than
attempt to pass on CPO price increases. The
range of choice _insthe fast growing modemn
retail sector expanded still further while the
level of migration from commodity cooking oil
sales to branded sales in traditional wet
markets was disappointing.

5. Trading

Conditions in 2003 were extremely tough for
the trading operation, which is also responsible
for the production and export sales of coconut

(CNO). An inverse market for CPO,
(forward prices constantly at a discount tfo

Value Chain Analysis for Strategic Formulation (Dani Sari Wibowo) 155

Jurnal Manajemen dan Bisnis, Vol. 11 No. 2 Des Tahun 2007




. "-__.._j.f-:spot), _unusuaily stccp ﬁcwht rates tllC effect :
T ofnew. -import regulations and duty mcrea'sc
“in thc Indlan markct and the Ruplah appre
".-'-'_01at;on agamst the US:Dollar was -3, comu_;_
i ._: bination of fdctors that reduced - margms

'__'Drought condltlons durmg the year led to a

.’tlghtcnmg of copra suppiy which advcrsely
o jlmpactcd CNO product:on and profi tablhty

Sa]es were 26 3 pcrcent lower at Rp 2 1
_ .tnlhon with a reduced gross margin of 2.0
- percent and operating loss of Rp 63.8 billion.

6. Plantations 7

The division’ produccd another strong per-
formance with sales 19.3 percent higher at to
Rp 1.1 trillion and operating margin climbing
to 49.8 percent (2002: 43.6 percent). Output
was 8.25 percent hlgher at 298,739 tons from
54 440 hcctares tepresenting the equivalent of
about half of Indofood’s total manufactured
cooking oil and marparine nceds, A delay in
the arrival | of the rainy season helped
Indonesia’s palm oil crop in 2003, increasing
output to 9.9 million tons with expectations for
a further 4 per cent growth in the year ahead.
Prices generally eased in the first half of the
year with steady firming afier August but a
poor soy bean harvest in'the USA helped push
up international CPO prices and the outlook is
for a degree ‘of stability at the eurrent high
levels.

7. Snack Foods

Sales for the division were lower primarily due
to delays in launching some high profile
promotions. For the popular brands of Chiki
and Cheetos unit volumes were down 6 per
cent and market share was down scveral
percentage points. This category is primarily
reliant on modern retail, a sector which
continues to expand across Java, and selected

outlying citics where the higher income groups

'Tilnes ‘characters,
X strongiy Continued promotional activity in
"2004 is expected to deliver better results.

i ':.res_xdc In the second half of the year, following

promotmns using Beyblades and Looney

sales volumes returned

(__)n a brighter note, Indofood higher-
priced brand, Chitate potato chips, gained 8
per' cent in sales volumes,nimproved marging
fr_om -‘iwo price increases and ‘higher market
share. At the lower end of the market there was
a decline in volume of the Yoyo brand as

. competition heated up. A re-launch of. the

Tradia brand with new packaging and a wider
range of product are already underway to
improve Indoofod competitive position and
attract some interest from the large traditional
snack market.

8. Children’s Foods

In 2003 a full year of this business resulted in
substantial growth in volumes and revenues.
At the same timé, in the commercial sector,
Indofood still controlled the largest share of
the market at 55 percent, slightly lower than in
2002 but fared no worse than leading rivals,
while smaller manufacturers made slight gains.
Stability in raw materials pricess helped
improve margins.

One of Indofood mainsthallenges is the
conversion of aid-rclated customers into the
habit-of-buying their commercial brands as
incomes improve. Aid agencies
estimate a constant 30 million people below
the poverty line in Indonesia for the next 10 to
15 years and Indofood capacity gives an
advantage in securing more of this business in
the future. They tried to balance this growth
with improvements to profitability and they are

family

planning some new higher margin products
under Indofood two successful brands of
Promina and SUN. A&P strategies will be
crucial as will the positioning of Indofood
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o _.9. Packaging '. o

-':_:':;:sccior in, the ycar ahcad Gwcn 1mp'

- contmuc to targci 1ndofood markct "

Sl -"Packagmg Division commued t0” serve 1he.-_
: "'_-nceds of Tndofood in flexible packagmg a8
welf ‘as  the rcqulrcmcnts of' t}urd party

' -_customcrs which colleetively acccuntcd for 24 .

_ '.perccnt of the Division’s sales durmg 2003 -
'-much of this exported around :the . rcgion tc_ :

E leac_i_m_g multinationals. T_h_e__Dlvxs;o_;_a_ 1s_o_1_1c :Qf

the largest packaging companies in South East =

Asia with three plants operating full service
design, development and printing for flexible
packéging with a capacity of 720 million
running mefres per year. Capital expenditure is

planncd in 2004 to cxpand ~downstream @
processing to remove potential bottlenecks as. .

capacity utlhzauon increases,
Compctition an_ci Future Chﬁ_llcnlg_'cs_ N

At this time Indofoed is faced many prcblems.
Indofood distributicn channels are in trouble.
On the level of rc_taiier, that is PT Indomarco
Prismatama, has been asked by Komisi
Pengawas Persaingan Usaha (KPPU) to stop
their expansion. Indomarco Primastama.is the
owner of 747 Indomaret. Most of the share
Indomarco Primastama is used to be owned by
PT Indomarco Pristama, Salim Group Busi-

ness Units and Indofood as. the holding .

company. One of the Indofood business units
on distribution, PT Indomarco Adi Prima, is
the supplicr 9% Indofood product in to
Indomaret.

There are three problems occurs, First,
KPPU asked Indomarco to stop their expan-

products ’rc avo;d the crcwdcd rmddlc markctﬂ;-'--_
od:
consumer’ buymg powcr dnd thc mﬂucnc 3 of .-

'-.Al“ TA, thcy cxpcct overseas ccmpc‘ﬂtors wﬂi

£ die industry is Wings Food. Their new product

._:-.:s1on Indcmarcc dzdn’t ailow havmg dxrcct_
mvcsiment m openmg ncw s‘{orcs _except. using
-franchlse Second 51% sharc of Indomarco
'.Prlsmatamd is ‘in the hand of Grup Bhakti
Invcstamd Mcan 1hat Indomaret group is not
S owncd by Sahm Group anymcrc

Thzrd many Indcfood chaiicngcr are
commg to thc market cspcczaily on the noodle
= Ebus:ness Thcrc are somc .competitors such as
. PT ABC Ccntral I‘ood w1th brands like Mie
' _ABC and Prcmdcnt 65% share of this com-
. pany is now acquued by ‘HI Heinz, a multina-
-~ tional company from Us that operate on food
' 'mdustry (see exhzbzt 3)

Another muitmaﬁonai company such as
Unilever aiso tried to enter in food industry,
'Usually they ‘only producc toiletries but now
they also enter noodle market by launching
- Mie & Me. Local _competitor already strength-
ening 1hcxr pcwc1 as weli There was Medco
‘Group with _ncodic _p_roducts__l_}ames salam mie.

The newest and major"bompctitor in noo-

that is Mie Sedaap has shockcd Indofood;
Launched inApril 2003, thls product could
take over for about 12% Indofocd market
share. i

Their competitor was not only'in the noo-
dle business. On the cooking oil product,
Indofood should competc harder with Sinar
MaseGroup; which has production volume a
half more than Indofood production volume.
On the snack food, they should compete with
many. players in the market also. New player
on this business such as Garudafood Group is
already having production volume that exceeds
indofood total product volume in snack food.
Indofood still also compete with other com-
petitors such as Mayora Group and Siantar
Top.
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i :lndoneu:a ten Jargest packaged foud companies bV marketshare (%)

T 50602001 Product range.
- PTindefond Sukses Malmur -.?5;‘ 1z.4 Moodls flour, cocking oil,

Thk ©ie T e ' margaring, snack feod, t\abyfocd
: fGOd SEASHNINGS :

niis Eil‘ld fats {reisrganines, e
creanm. sauces; disssinos and

 UnleverGrow 3032
R L condiments

‘sweel condensed mill, molk
pawdar, guid milk butter, yaghurt

: qnurm Umrea Stares Deparﬁm ent of Agncururc Fgreign Agr;cunuraﬁ Sf-rwc= irv'or-ex«_v
Food Frocessing logredienls Seclor Regod 2003, Gickal Agrcuture Information N etwark
Repert *iD 0z, Jaka 1¢:3 A"U AGBS

Exh:bat 3. Indoncsaa Ten Largest Packaged Food Companies

'Flnanc::al

Yotal Uisbilkies -

Return on Assets (95)
Return )] :quztyl%}
Cusrent Ritio #~7
Liabilties o E fquity Raha_
Liabilties to’Asssts Ratio &

Exhibit 4. Indofood Financial Highlights

From the data we could sce that Indofood questions to identifying Indofood strategy. (see
business is still promising for the future. exhibit 4)
However there will be many challenges that

) ¢ How would Indofood create cross-business
would be faced in future. Here we have two

strategic fits along the value chain?
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How could Indofood develop s organiz

- éompclmvc ddvantdﬁe”

L "_.Po:ritfi;_liof};m;;j;ygi

: "'.-_'Matrlx The aun of a por tfoho analysrs is (1)"_ =
: analy?e ‘its current busmess porlfoho and

- '_-dcmdc whlch SBU‘S shouid rcce:ve more or'_

less mvestmcnt @) dcvciop growﬂl strdtcgles S

o for addmg new. producta and busmesscs 1o the

porlfoho and (3) decide whlch busmcsscs or" |

products should no Iongcr be rciamcd

- This approach apphcs two axes whlch
' consist of the aftractiveness of the industry. an_d_

. the ‘strength’ or competitive position of: the

business unit. Industry or market atiractiveness
~includes a broader range of factors other than -

- just the market growth ratc that can determine
the. . attractiveness ~of an .
Competitive - strength - likewise . includes -a

broader range of factors other than just the
market sharc .that can determine the. compe-

titive strength of a Strategic Busincss Unit -

" Typical “(external) factors that affect
Market Attractiveness:

o Market size

s Market growth rate

e  Market profitability

e Pricing trends

* Competitive intensity / rivalry

o Overall risk of returns in the industry

s  Entry barriers

¢ Opportunity to differentiate products and
services

* Demand variability

¢ Segmentation

¢ Distribution structure

e Tcchnology dcvélopment

_-;j".l ypxcal (mtcrnal) f‘actors that affcci _C npctx-
-f'ttve Strength ofa Strdtcmc Business Unit:

tional structurc'_' that - could opttml?c its o

e '-'_:Sircngth of assets dnd compciencaes
_ e : "-Rciatwc brand strcngih (markctmg)
e Market sharc i :
a ;Marl\ct sharc g,rowth SR

ror Customcr !oyally

_w 1cchmqucs to anaiyzc corporatc'
. .-'_'portfoho s ’rhc by usmg Gcncral Licctrlc-._*-

industry/market...

' _-Rcla‘uvc cost posxtxon (cost structure com- o

'l'fpared with compcmors) - S
* Relative prof i margms (comparcd to com- -
' .-pct:tors} ' - g NG

ap_d' 'ﬁr_cduc;iaﬁ

e '-'Dlsmbutlon . strcngih
'3"5:2::capaclty T L :
Rccord of tcchno]ogzcal or othcr mnova—
_':-'_:_'lron -4 ' :
© Quality

'-Acccss to ﬁnanma! dnd other mvcsunent
; .Qresourccs T R

& Management strength

 There arc six sicp approaches 1o imple-
mentation of porlfollo andlyszs usmg the G}:
Matnx which is; : A

1 Spccxfy dr1vc1s of CdCh dlmcnswn The

. ';corporatxon musl carcf‘u!ly determine those

: '_factms ﬂldl are unpoztant ’Lo ﬂs ovcrall

_ "staatcgy ) _

2._'W61ght drwexs The dorpérdlion must

- a551gn rcldiwc, unporiamc weights to thc

drivers

_ Seore SBU's each driver

4. Multiply weights times scores for cach
SBU _ o '

5. View resulting graph and interpret it

6. Perform a review/sensitivity analysis using

};J

adjustcd other weights (there may be no
consensus) and scores.

Depending on where a unit falls on the
matrix, its broad strategic mandate is cither to
invest capital to build position, to hold by
balancing cash gencration and sclective cash
use or to harvest or divest
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. Pbﬁ{folio 'Aﬁa{vﬁris_ for. - Noodles, - Flour,
_ ;-Orls and Margarme, Snack _
R ._Toads, and Cluldren ) T oods

- Branded Cooking

® Determzmng the exremal factors ‘that
_ aﬁéct_mgrket attract:veness_ SR SRR
1 "_'Markct_Si_zc and Projcct_ Grow_.t_'h Ra_te_ ;
.'Unfortunatcly we didn t have any daia how
much the growmg rate for the nood]es ﬁour
brandcd cooking oils’ and margarine, snack
foods, and children’s foods md_u_st;y But we
could make an aésumpiion that the growth _rate'
for the industry is almost _tjhe_same' with the
market leader projections. Indofood has
projected that demand for the noodle in market
is about 3 percent. For the other industry, since
it was a big and fast growing industry there are
still attractive.

2. “The Intensity of the Competition

In Indonesia, we know that there were already
many playcrs on food industry appear in the
market. The indusiry attractiveness for the
noodle industry is'ge_t‘ting to be weaker,. Many
new compctitors' in the market could gain
bigger and bigger market share than before.
_ Many players are trying to launch their new
product with different tasterand different price.
" There arc over 200 noodle “brands in the
market today. For the other productsadilour,
Branded cooking oils and margarine, Snack
Foods, and Children’s Foods) the players is
still small. In flour industry, there were only
three big players in Indonesia. More challenge
perhaps in snack and children food. For the
snack food, the intensity of competition will
increase because therc are some growing
numbers of local player. In children food
industry the new player would come from
international producers.

3. Emergmg Oppmtumiy and Threat

NoodIcs, ﬂour, bxandcd cookmg oils and
margarine, snack foods, and children’s foods
industry in Indonesia is very attractive. Recent
data shows that only 50 million Indonesian
peoplesthat consume noodle. Indonesia has a
oreat number of people which is about 200
million peoplc mean that there are still many

_potential consumers fo be served: Consumer’s

purchasing power in Indonesian is getting
better. also afier the crisis. However this
poténtiai opporiunity is also ¢ome up with.the
potential threat for instance the increasing
price for raw material. This condition also
happens in other industry.

4, The Presence of Cross Industry Strategic
Fit

It’s more attractive for the industry to pursuing
related diversification. There are more industry
value chain and resource requirement in many
business that match up with the company
operations. Noodles, flour, branded cooking
oils and margarine, snack foods, and children’s
foods in some occasion are having similar
value chains, Bach of them can support others.

5. Resource Reguirements

Most of the noodic predueers in Indonesia dint
have their ownresource requirements. Material
for noodles, flour, branded cooking oils and
margarine, snack foods, and children’s foods
still have to import from another country.

6. Scasonal and Cynical Influences

Industry buyer demand for Noodles, flour,
branded cooking oils and margarine, snack
foods, and children’s foods is considerable as
steady year to year. Changing demand in some
product like noodle usually could be predicted
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Ramadhdn month)

mcntai I“actors :

- Thcrc are somc conccrns w:th thc govcrnmcnts.- :

ke ‘about monopoly Anothcx problcm is the '
_ '__'j_-.""-price of* fuei [is increasc and thc side. cffcct-f
: from - the mcrcasmg ﬁml s dclaymg 1}10'
-'distnbunon : ' .

_I-li_s.‘;.'c')'ric_ally the/profitability of noodles, _f]_ou_r;' ‘

_bfan_dcd cooking oils and margarine, snack
foods, -and children’s foods industry cof iis.
Stablé' ‘From the indofood data we.could learn
o that’ the changes of proﬁtablhty usually around

' % “(see table ! ) - :

.b' 'orc (such as mcxeasmg buymg dcmand m

7. _SocsaI Pohtlcal chulaimy, and Envlron—'..' :

e Determmmg Internal F actors that Aﬁ%ct o

Comperztwe Strength of a Strategzc Busz~_
Cn ness Unzt b

I. R'_c':Ia'tch{.MafkcfESﬁa.r:c. - i

Indofood mar!\ct share m noodlcs mdustry is-

begun to dccrcascs ycar by ycar For- the

3 nationaI mdrkcl Indofood is prOJccth their.

growlh ratc for dbout 5% in 2004. In year

: 2004- 2005 Indofood markct share is prcdlcted
- 75%  until * 80%. nat:onally The .

.data’ has
showed us - that Indofood still has strong
compctmvc sncngth Indofood oil dmsmn has
also loosing share’ for about 6% because their
competltor cut their products prlcc Th}s is alsa

-happen in"other product like snack and

chlfdren food. Iiowcver as a whole, indofoed
company is stlll hdve thc blggcst markct sharc

in food mduslry

Tab]_c 1. Calculating Wt_:_igil_gted Industry Attractivencss Score

) N.a.odi.cs

f.nd.u.stry .I_n.ipcrtancc Flour . Oils snack Children’s

Attractiveness Weight Rating/ Rating/  “Rating/ Rating/ foods

Measure Score Score .- Score Score. Rating/
: Score

Market size and project 01 808 909 808 707 8/0.8

growth rate By WG T N "

The intensity of the 0.25 310.5 812 3/0.25° 3/0.75 3/0.75

competition N :

Emerging opportunity 0.10 8/0.8 8/0.8 700.7 8/0.8 8/0.8

and threat

The presence of cross 0.20 1072 9/1.8 9/1.8 9/1.8 9/1.8

industry strategic fit _ : T

Resource requirements 0.10 9/0.9 0.7 9/0.9 8/0.8 9/0.9

Seasonal and cynical 005 9045 8/0.4 9/0.45 9/0.45 9/0.45

influences AT _

Social, political,

regulatory and 0.10 3/0.3 3/0.3 8/0.8 9/0.9 9/0.9

environmental factors

Industry profitability 0.10 9/0.9 8/0.8 9/0.9 $/0.9 9/0.9

Overall industry 6.9 7.7 7.1 7.1 7.3

attrachiveness score
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':;Prxce chal gcd by mdustry rwals 1s lower than
o Indofooci IIowcver this is not representmg that

rivals have IOWCF cost umt - Probably - it’s
happcn bccause they ‘wanted to compcte by
R price: Indofood have largc-sca!c Operatlon that
: "":'-'theorctlcaiiy shouid have lowcr cost 1han 1ts

n compclitors

3 3 Abﬂlty to Match or Bcat Rlva!s on Key

Product Attr:buie

B : Indof‘ood havc many Vdrtants of thcrr products
Consumcrs have wide range of product that

thcy couId choosc For noodle _product

mdoofod havc more 1han 50 dlffercnt brands

a_nd prices. Usually their comp_ctlto__r has only 2
or. '3_ diffe%cn’_f. _brand. .‘When Wings Group
launched their new brand called “mie sedaap”
to the market, indofood respond this challenge
by launched Supermie Sedaaap. Indofood have
ability to match rival product attribute.

4. Ability to'Benefit from Strategic Fits with
Sisters Business .

1t’s probably the biggest strength that indofood
have. They could make coilaboration. with
their own division such as division flour and
noodles. They could also share their techno-
logy, advertising, distribution and“epcration.
Later on we discuss on the next session,

5. Ability to Exercise Bargaining Leverage
with Key Customers and Supplier.

Indofood is big company that could exercise
bargaining laverage with customers and

supplier. Indofood is big consumers for its

T :-:Cos:t'-Rc'lafivé to_'C_o:mpétito'rs: _Cost-”'; T

6. Caliber 'Sﬂf"‘-_ts?gi_c.._AHia_ncc-.and Collabo-

rative Partnership with S_L_lppliers and Buy- - N

ers. -

Indofoed is having good strategic alliance and
éoli_ab_o_rativc partnership with suppliers and
-buyérs. --1ndofood..have good relationship with
suppfi_er_-:'fmm outsidewef the country. Many
consumers ~ activity like Gharity is using
Indoofod noodle, the example is on the charity
of natural disaster. They also hawe good
relationship with small food stall, Many of
them are using indofood noodle.

7. Brand image and reputation

Indofood product for noodle is very well
known. They have built their reputation trough
many years, Started from noodle they began to
use indofood brand to produce other products.
This strategy is working very well.

8. Competitively Valuable Capabilities

Indofood is known because the quality of its
product. Their logo is “the symbel of quality
foods”. They have recognized for their techno-
logical leadership and marketing powers.

9. Profitability Relative to Competitors.

Indofood is always makingprofitable business
of their operation==They usually have profit-
ability up to 3%. The problem is their market
share is getting smaller. (see rable 2)

Value Chain Alignment

For the distribution, Indofood tried to coordi-
nate all sales of their product in Indonesia by

supplier therefore they have bargaining using centralized system. They are channeled
leverage, and coordinated through regional clusters
which are located near its market and which
are supported by satellite-linked information
technology system which allows the company
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. Table 2. Calculating Comperitive Sirength Score

' Compctmchtrcngth '_Z:\_I/i'céis'ufg Importam.e _ Noadles Flour Oxism Snack Chl!dren s .
Sl LR Wedght U i g mdustry in 7 foodsin -
D :mdustry .-mdustry . l__nd_u_s_t_ry___':_'

Lanes
Cse
804

A o2
f"ts w1th SlS[Cl‘S busmcss SRR

Abihty to exercise bargammg
~ leverage thh kcy customers and
'suppher : ; S AnES _ S S _
“Caliber strategic al%xancc and 0.10 909 . 808 . - 909 9/0.9 9/0.9
collaborative partnership with O e
- suppliers and buyers

Brand image and reputation 0.10 9/0.9 8/0.9 9/0.9 9/0.9 9/0.9

9/0.45

. Competitively valuable capabilitics 0.10 9/0.9 8/0.8 /0.9 9/0.9 9/0.9
Profitability relative to competitors 0.05 804 - 804 - 9/0.45 8/0.4 9/0.45
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Exhibit 5. Indofood Portfolio GE Matrix

to monitor sales and inventory levels of each
particular product in local sales areas. The
management of inventory has been substan-
tially altered from two separate stock controls
at factory and warchouse to a centralized sys-
tem, which is coordinated by Indofood
branches that positioned closest to the markets.

By using this system they could share their
truck to load a mix of indofood product to the
stores. The Company belicves these clusters
allow it to control its distribution and trans-
portation costs, coordinate the flow of its
products to their markets and respond quickly
fo competilive pressures.
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Exhibit 6. Value Chain Activitics

~.On Opcration,- Indofood builds their own
centralized | packaging manufacturer (PT.
Ciptakemas Abadi) that produce packaze for
all of indofood product. PT. Ciptakemas Abadi

has grown rapidly to become Indonesia’s larg-
est flexible packaging manufacturer located in: -
and around Jakarta. Because of their technol- -

ogy the company could produces. flexible
packaging materials that cater {o a comprehen-
sive range of applications, both in the food and
non food areas, like wrappers for noodles, sea-
sonings oil, snacks, biseuits, coffee, candy,
detergents, shampoo, toothpaste, ete. Indofood
use their flour division to give raw'material for
noodles. They have integrated their R&Dron
one department and shared their service to the
customers,

Finaneial Resource Fits and Competi-
tive Managerial Resource Fit

Indofood businesses in noodle were leaders in
mature indusiries. Therefore, both businesses
were Cash Cows and can be used to pay corpo-
ratc dividends, finance acquisition. Noodle
business is tending to decline, followed by

snack industry. Indofood strength capability

included, large-scale Distribution systems and
partnership with  supplier and  distributors,
broad portfolie products with well-known

brands, joint marketing activities

: Industries key suceess factors included:

fih '.Dis_tribution network

e Product development

¢ Availability of raw materials
¢ Develop brand awareness

e Prices

CONCLUSION

Indofood should keep its cash cows (noodle) in
healthy condition, strengthening and defending
their market position so as to retain their cash-
generating capability over the long term and
thereby have an ongoing source of financial
resources to deploy elsewhere. The entire
product actually has strong business unit posi-
tion and high industry atiractiveness and some
of them are predicted to grow more. Indofood
should invest to grow at its maximum capabil-
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Abstract

The purpose of this article is to analyze the effect of LMX to turnover intentions
with distributive justice as mediating variable in the hotel industry in Jogiokarta.
This research examined the mediating vole plaved by distributive justice in linking
LMX with turnover intentions. The results show that distributive justice had not a
mediating impact on the relationships between LMX and turnover  intentions,
because the relationship distributive justice on turnover inienfions shows nol
significant. Therefore, distributive justice had not played a vital mediating role in
the relationships befween LMX and turnover infentions in the hotel industry. This
research provides guidelines for managers to get better understanding of how io
defend valuable employees, increase employees job satisfaction, decrease employee
turnover, and make better decisions about outcomes for employees.

Keywords: distributive justice, LMX, turnover intentions, hotel industry

PENDAHULUAN tasi di bidang perhotelan, terutama sebelum
krisis ekonomi tahun 1997 yang lalu. Tinggi-
nya minat investasi tcrseébut mengakibatkan
persaingan yangoeukup tajam. Tingkat per-
saingan semakin tajam pada lima tahun
terakhir ini, akibat menurunnya jumlah wisata-

Industri pariwisata di dalam negeri pada bebe-
rapa dckade terakhir ini mengalami pestum-
buhan yang sangat pesat, Tingginya daya tarik
wisatawan ke Indonesia, baik wisatawan lokal

maupun mancanegara karena tidak terlepas g5 yang datang, baik dari dalam maupun dari

dari beragamnya objek wisata, terutama kein- luar negeri. Jumlah hotel untuk semua kelas

dahan alam dan budaya di Indonesia yang mengalami pertumbuhan tajam pada tahun

mendorong minat wisatawan untuk berkun- 1998 sampai 2001 (Indocommercial, 2002).

jung.
Industri perhotelan Indonesia, terutama

perusahaan lokal, sudah memiliki manajemen
usaha dan dukungan sumberdaya manusia

Banyaknya wisatawan yang berkunjung
menycbabkan kebutuhan akan sarana akomo-

dasi semakin tinggi. Peluang terscbut diman- yang cukup memadai. Hal tersebut tidak ter-

faatkan oleh investor dengan melakukan inves- lepas kebijakan perusahaan yang mengu-
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