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ABSTRACT

Many companies in different countries develop the logistic service industry. PT
AKR Corporindo Tbk is a company that does the logistic service business in
Indonesia and China. Its Chinese subsidiaries own five river ports in China and do

the domestic logistic service since 2006 and their business is very successful.

But the logistic market in China becomes stagnant since 2012. Many logistic
companies’ profit has reduced or even gets loss. So do the subsidiaries of PT
AKR Corporindo Tbk.

This paper is supposed to use SWOT Analysis to research logistic service of the
subsidiaries of PT AKR Corporindo Tbk under the stagnant market. Then use the
SWOT Matrix to develop the strategies based on the SWOT Analysis.

Based on SWOT Analysis, researcher has developed the strategies as follow:
improve the service gquality to compete the price war, use other cargo to replace
the stagnant cargo, take full advantage of inter-company’s support, attract more
customer of surrounding cities within product’s high season, develop other
markets, visit potential new customers, re-arrange the employee schedule and
salary proposal, avoid the equipment accident, make an outstanding account
collection plan, HRD makes cooperation with college and university, recruit the
employees who have additional skill — English skill, improve the low equipment

utilization and make full use of government policy.

Key Words: Logistic Service, SWOT Analysis, SWOT Matrix, Development
Strategy, River Ports
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CHAPTER |
INTRODUCTION

1.1 Background of the Study

River ports can be used for doing the logistic services. If the company owns the
ports, it can offer the service to the customers who need to do the business
through our ports. It has so many advantages if the strategy is available. It seems

like a monopoly market.

The economies of China, India and Vietnam are projected to grow faster in 2013
than they did in 2012, raising hopes in the maritime industry that the major east-

west trade lanes serving Asia again will be engines of growth.

China’s economy is projected to grow 8.5 percent this year, India’s GDP will

increase 5.4 percent, and Vietnam’s economy is forecast to increase 6 percent.

By most every measurement, 2012 was a disappointment for cargo interests,
carriers and ports in the east-west trade lanes. Europe slipped into recession,
dragging the Asia-Europe trade down with it. Manufacturing in Asia declined, so

U.S. exports of raw materials and scrap products to China dropped.

Europe’s containerized imports declined 2 percent, and, for the first time in five
years, Europe’s imports failed to match or exceed its exports, according to the
North Europe Global Port Tracker published by Ben Hackett Associates. Europe’s
exports increased 3.3 percent in 2012, but from the Mediterranean and Black Sea

countries, exports increased only 1.4 percent.

The Asia-U.S. trade fared somewhat better, but not much. U.S. containerized
imports increased 4.6 percent in 2012, according to Journal of Commerce

economist Mario Moreno. Exports increased a paltry 2 percent.

The disappointing trade numbers in 2012, which followed a lackluster

performance in 2011, put ocean carriers in a bind. Global container capacity



increased 7.2 percent last year, noticeably higher than growth in demand,
according to research analyst and consulting firm Alphaliner. Carriers this year
will take on a record amount of new capacity. Global container capacity is

scheduled to increase 9.8 percent in 2013.

Logistic services are to manage the cargo transportation which is in the supply
chain between enterprise and supplier/customers. To be simple, when the goods of
suppliers come to our port, we unload the incoming cargos and put them into the
warehouse. Then their customers will order those goods, we will provide the
loading service and supply to their customers. The modes of loading unloading

are by ship, truck and train.

With the fast economic development, the trading business is becoming better and
better. Meanwhile, the logistic services become more and more important. If the
company have a well-known market analysis and perfect developmental strategy,

we are determined to win.

PT AKR Corporindo Tbk is chosen as research objective. Logistic services of PT
AKR Corporindo Tbk in China are controlled by the company’s subsidiaries
which are Guangxi (Guigang) AKR Container Port Co Ltd.,, AKR (Guigang)
Transshipment Port Co Ltd and AKR (Guigang) Port Co Ltd. Since 2006 these
subsidiaries operate five river ports on the Pearl River, Guigang, Guangxi

Province, China.

In the financial performance of these subsidiaries, it shows that the profit was
getting loss (see Appendix 1). Using the financial statement in full year of 2011
and the first-half year in 2012 to compare:

a). The net profit/loss of income statement in 2011 was earned about CNY 9
million, but it had net loss around CNY 12 million in the first-half year of
2012.

b). In the Balance Sheet, it had the CNY 778 million of its total asset in 2011. But
it was only CNY 763 million in half year of 2012,



). The cash and cash equivalents at the end of 2011 was CNY 22 million which

was CNY 8 million more than half year of 2012 in the Cash Flow.

Those three facts show that these subsidiaries face a serious problem which the
financial performance is always getting loss due to the stagnant market. By using
SWOT, this research tries to analyze the condition of logistic service in the river
port and find out the development strategy so that the financial performance can

be better, at least not too much loss.

1.2 Company Profile

From the Annual Report 2011 of PT AKR Corporindo Tbk, PT AKR Corporindo
Tbk is a local company. It’s a leading provider of integrated supply chain
solutions and the largest private company for petroleum and basic chemicals
trading and distribution in Indonesia, as well as the owner of several subsidiaries

in coal mining and infrastructure and manufacturing.

P.T.AKR Corporindo Tbk is an international company listed in Indonesia Stock
Exchange, Indonesia. The main business is in chemical industrial trading,
manufacturing, agriculture products processing, oil, port logistic, storage,
transportation, real estate and hotel. Through the Business Investment Invitation
of the Government of Guigang City, the company taken over 5 state-owned ports
at May 2006 and founded 4 companies named Guangxi Guigang AKR Container
Port Co., Ltd, AKR (Guigang) Transshipment Co., Ltd, AKR (Guigang) Port Co.,
Ltd and AKR (Guangxi) Coal Trading Co., Ltd.

The logistics business is run by the company and its subsidiaries in Indonesia and
China. This business includes port and terminal management, warehousing, tank
terminal rental for basic chemicals and petroleum, bulk cargo loading and

unloading for general cargo, containers, and land transportation.

The Logistics Division plays an important role for the company in Petroleum and

basic chemicals shipment to customers. Additionally, the Company and its



subsidiaries also provide logistic services to third parties. Port operating services
in Indonesia are provided by PT Usaha Era Pratama Nusantara (UEPN) and PT
Andahanesa Abadi. The Company has 99.99% of shares in both subsidiaries.

By the end 0f 2011, the Company operated in 18 ports in Indonesia — 12 sea ports
and 6 inland ports — supported by logistical equipment, such as harbour mobile
cranes, trucks, hoppers, grabs, forklifts, loaders, shore cranes, excavators, stackers,
conveyors, and weighbridges. The Company also has 27 warehouses with total
space of 67,358 n¥. These warehouses are located in Jakarta, Surabaya, Medan,

and Bandung.

The company acquired the river ports in Guigang (China), until now it has five
river ports. China has invested in the development of the Ports. All of these river
ports are well connected by railway, highroad, and other infrastructure. These five
river ports have the connection with handling containers, bulk and general cargo,
coal trading and transhipment. Guigang is a city of Guangxi Province where is
located in South of China. Guigang port is the 13th largest river port in China and
it is the largest inland port in South China. Guigang port is the centre port in
Southwest China which serves a large business trading area, including Guangxi,

Guizhou, Sichuan and Yunan Province. These areas are rich in mineral resources.

The logistic service in Indonesia is estimated to grow in 2012, in conjunction with
rapid growth in export -- import activity in Indonesia, following improving
purchasing power. The volume of cargo loading and the container flow in

Indonesian ports is predicted to grow along with economic growth.

In 2012, the Company is also expecting the synergy among the Company’s
subsidiaries, between the coal mining businesses in Indonesia with the logistic
business in China. The coal production from the Company’s mining subsidiaries
is expected to be ready to distribute abroad to China in 2012.

The Company is implementing a strategy for integrating the Coal mining activity
with the major coal consumers in China through investment in coal mines in

Indonesia, development of coal logistics infrastructure such as hauling roads and



river ports and integrating it with the river ports in Guigang China, where the
Company has considerable experience in coal handling through the river ports in

Guigang, China.

1.3 Problem ldentification

Logistic services in China are controlled through four subsidiaries in China. These
subsidiaries have operated five river ports. Under the company management, these
five ports were to handle containers, bulk and general cargoes, coal, and
transhipment. The Company has also made investments to enhance their logistic
infrastructure capacities by modernizing port equipment. But now the situation is
not too optimistic. The outgoing and incoming volume of containers is decreased.
The bulk is almost no volume. Compared with the same period of last years, the
general cargoes were reduced by 30%-40%. The coal trading has main connection
with Indonesian coal. The coal is exported to the subsidiary in China and it sells it
in the domestic customers. But due to the Indonesian coal is 0 volume come to the
port, the competition is strong and the government policy is limited, it causes the
market turns stagnant. Above these facts bring the subsidiaries to get loss

seriously.

1.4 Statement of Problem

Based on the background of the above problems, then the problem can be

formulated as follows:

a). What are the factors responsible for the loss situation under the stagnant
market?

b). What are the development strategies to let the market turn around based on the
SWOT Matrix Analysis?



1.5 Research Objectives

This research’s objectives are:

a). To find out what are the strengths, weaknesses, opportunities and threats of the

ports for doing the logistic services.

b). Use SWOT Matrix to develop the strategies.

This research is using SWOT to analyze ports business in the logistic services
industry. Hopefully the research can have some reference value to develop its

market strategy.

1.6 Significance of the Study

The research aims to contribute highly to the following institutions:

a). For the Company

This research can try to find out what the problem that the company exists. Why
the company’s financial statement is getting losses. After knowing the situation,
this research will give some developmental strategies based on the SWOT Matrix.
Hopefully the company’s performance can be better.

b). For President University

This research is about the analysis of the Indonesian subsidiaries in China. The
students will know much about the difference of business culture and
management between two countries and the economic growth trends. PU students
can implement the class knowledge into real research and get meaningful findings.
It also can provide some references to the following students and help them to

make their thesis better.

c). For the Researcher

The research can use the knowledge of the researcher and enrich it. And the

researcher can be more familiar with the Chinese logistic services and current



market. By knowing the result, researcher uses the subsidiaries of an Indonesian
company — PT. AKR Corporindo Tbk which own the river ports in China as the
object. It can be true and the reader will be more understanding.

1.7 Theoretical Framework

The SWOT framework can be used for an analysis of the internal and external
environment. Internal analysis includes strengths and weaknesses, that’s the
company own characters. External analysis includes opportunities and threats. It
effects by the external environment which can try to grab or avoid. The

framework (see Figure 1.1) below shows how SWOT fits in to the environmental

scan.
Figure 1.1 - SWOT Analysis Framework
Strengths S-O Strategies
Weaknesses Development W-O Strategies
Strategies :
.. S-T Strategies
Opportunities
W-T Strategies
Threats

Source: Constructed by Researcher
1.7.1 Explanations of SWOT Analysis
1.7.1.1 Strengths

Strengths are the company’s internal factor. The company owns the strengths the
more the better. It can be used as a tool to compete with others. Strengths could

include:



a). Capital strength
b). Reputation/image
c). Brand awareness

d). Customers

5). Location
1.7.1.2 Weaknesses

Weaknesses are the things that bad for the company. But every company
absolutely has its weaknesses. It cannot be avoided but it can be minimized.

Weaknesses could include:

a). Poor or indifferent reputation/image
b). Lack of brand awareness

c). Lack of competencies/skills

d). High costs

e). Location
1.7.1.3 Opportunities

Opportunities are external. The company should find out the opportunities as
many as possible. That is an advantage for competition so that the company has

the strong position to stand in the market. Opportunities could include:

a). New markets
b). Monopoly market

c¢). New technology

d). Economic turn up
1.7.1.4 Threats

Threats are the factors that company should pay attention to. Threats like a
symbol of risk. The company cannot make some decision without knowing the

current and the future threats. Threats could include:



a). Competitor activity
b). European crisis
¢). Economic turn down

d). Government policies

e). Cash flow problems
1.7.2 The SWOT Matrix

After the SWOT Analysis, the research can continue with SWOT Matrix to
develop the strategies. The SWOT Matrix (see Figure 1.2) can be used for analyze

the development strategy. The strategies should be discussed and developed.

Figure 1.2 — SWOT Matrix

Strengths Weaknesses

S-0 Strategies W-O Strategies
Opportunities
Exploit Search

S-T Strategies W-T Strategies
Threats
Confront Avoid

Source: http//wwwz2.ifm.eng.cam.ac. uk/dstools/paradigm/swot. html

1.7.2.1 S-O Strategies

It’s the best fit. This strategies need to leverage our strengths to benefit from our

opportunities.
1.7.2.2 W-O Strategies

To know how to ensure our weaknesses will not stop our development from the

opportunities.



1.7.2.3 S-T Strategies
S-T strategies are the ways that use our strengths to minimize the impact of threats.
1.7.2.4 W-T Strategies

W-T strategies are the ways that need to fix weaknesses which can make threats
have a real impact. Try to decrease the weaknesses and avoid the threats as

possible as it can.
1.8 Scope and Limitation of Study

Since this research is about the Indonesian company’s subsidiaries which are in
China, it means this research should be done in China. However, the limitation of
conditions causes this research just can be done in Indonesia. So the results maybe
will have some limitations such as the complete data. Due to the research is a case

study, it is better to research the recent situation of Chinese market.

Besides, the research is about logistic service in Guigang (China) ports. It needs
some data such as incoming/outgoing volume or recent Financial Statement.
Actually the researcher knows the information about the company is just in my
internship period. The researcher only can use the full year’s data of 2011 and the
first-half year’s data of 2012 to do my research. When the researcher finished the
internship, the researcher is out of all information. So the researcher just can use

the data which the researcher got during the internship to analyze.

1.9 Definition of Terms

SWOT Analysis is a strategic planning method used to evaluate the Strengths,
Weaknesses/Limitations, Opportunities, and Threats involved in a project or in a
business venture. The SWOT analysis provides information that is helpful in
matching the firm's resources and capabilities to the competitive environment in

which it operates. As such, it is instrumental in strategy formulation and selection.

10
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Prior to conducting such analysis, it is essential that the company focus on clear
objectives of the ventures and identify internal and external factors to achieve
such objectives (Albert Humphrey,1926).

Strategy Development, also known as strategic planning, is fundamental to
creating and running a business. Simply put, it’s a game plan that sets specific
goals and objectives but like a game plan, it is capable of being changed in
response to shifting market dynamics
(http/Awww.ehow.com/how_4423250_define-strategy-development.html).

Logistics is a term that is frequently used to describe shipping and delivery
service. The word "logistics™ actually originated in the military, being used to
define troop and equipment movements within and across theaters of operation.
The phrase "logistics services" has been adapted to private sector uses, and in
many ways this adoption is an appropriate description of what happens along a
shipping route (http://www.ehow.com/about_ 6398422 meaning- logistics-

services_.html).

Logistic Services specializes in providing quality third party transportation
management solutions to shippers that want to achieve greater efficiencies within
their supply chain. Through a combination of our people, technology and
processes that company have the ability to generate measurable results for the

customers (http//www.logisticservices. us/).

11
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CHAPTER I

LITERATURE REVIEW

All the companies in every industry have their own stress. Whether the internal
environment or external environment affects the company’s economy and
development, the company should be paid attention to. Or it will be dropped
behind its competitors. SWOT Analysis is widely used in the business operation.
It’s the usual tool to know much about the situation of company. Because every
company must have its strengths, weaknesses, opportunities, threats. It’s
necessary to make a decision or consideration by analysing SWOT. To be further,
under the condition of stagnant market, what action the company should take is an

important thing. Let’s review the relevant literature as below.

2.1 Understanding of SWOT Analysis

2.1.1 Background and History of SWOT Analysis

The origins of the SWOT Analysis technique is credited by Albert Humphrey,
who led a research project at Stanford University in the 1960s and 1970s. And
now more and more company, especially the top companies would like to use data

from many top companies (http//rapidbi.com/swotanalysis/).

At that time, the questions which were about “What is good in the present is
Satisfactory, good in the future is an Opportunity; bad in the present is a Fault and
bad in the future is a Threat.”, it was asked by Albert Humphrey and the original
research team. They worked together and got the information from the
authoritative institutions and the strong companies to try to prove the analysis was

available.

Some researchers reference the 1965 publication ‘“business Policy, text and cases”

by Learned, Christensen, Andrews and Guth (from Harvard University) in which

12



a framework is used which closely resembles SWOT, however these words are
not used and certainly the framework is not described as simple as the company
know it today. If the company does the SWOT Analysis in detail, it also gets
complicated. Because it should be collected much information, both internal and
external. It may waste our time to do this, but it’s a must in order to develop the

company.
2.1.2 Early Researchon SWOT Analysis

There were so many researchers choose SWOT Analysis to do the study research.
Early, this method was used by the Indigenous Australians in order to find out the
disadvantaged and advantages of creating a tourism micro-enterprise in Australia,
this research was done by Don Fuller (1931), Jeremy Buultjens (1764) and Eileen
Cummings (1946). Because the SWOT components give the researchers the clear
mind, the researcher can follow those components and compare with the data it
needs. It will be more correct. Actually, this method has grown in its credibility

since it has been used by many companies in their attempt to recreate themselves.
2.1.3 SWOT Analysis Framework

The SWOT Analysis framework is both simple and authoritative. It’s easy to
understand for strategy development. However, like any planning tool, SWOT is
only as good as the information it contains. The researcher can do the planning
based on that framework before making the market research. By the way, market
research is important to find the necessary information in the internal and external
environment for the SWOT Analysis.

Strengths and weaknesses belong to internal environment. It focuses on internal
factors to meet what the company’s target market needs. It has its own advantages

and disadvantages so that the company can find the market demand.

The External Analysis which is determined the opportunities and threats in the
external environment. Every company must have its opportunities and threats. The

company should consider what are the opportunities and threats that exist in its
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external environment. If the company wants to find out the answer, it should

analyze external factors.
2.1.4 SWOT Analysis Definition

SWOT is an acronym used to describe the particular Strengths, Weaknesses,
Opportunities, and Threats that are strategic factors for a specific company. A
SWOT Analysis should not only result in the identification of a corporation’s core
competencies, but also in the identification of opportunities that the company is
not currently able to take advantage of due to a lack of appropriate resources
(Wheelen Hunger, 1998, p.107).

It’s the simple way to analyze the company’s performance. If the researcher uses
this method and then it can see the complete situation of the company. SWOT is
not only available for the company in different industry, but also available for the
people self-evaluation. So SWOT Analysis is a diversified tool.

In this research, the researcher can judge SWOT Analysis is a planning approach
and developmental tool. SWOT is widely used in the part of a strategic planning
process. To list what the situation is now which includes the internal and external

factors.

Basically, the strengths and weaknesses are the factors relative to competitors.
The opportunities and threats are opposite factors that come from company’s
external environment. The SWOT Analysis is used as a company’s structured
approach that helps the managers to analyze the situation that affect the
accomplishment of the corporate’s culture such as vision, mission, goals, and
value. The SWOT Analysis can easily evaluate the past, present, and future

information to consider internal and external environment.
a). Strengths

Strengths can show the advantage of a company. Strengths should be an important

factor that needs to focus on. If the customers want to know the company’s profile,
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the company should tell the customers its strengths as many as possible. And the

customers can consider whether making the cooperation with them or not.

By strengths it means the resources, products, and capabilities available which
enable to achieve a competitive advantage
(http:/Iwww.expertprogrammanagement.com/2010/07/swot-analysis- how-to/).

Here are some questions that can use to help determine company’s strengths:

1). Does the company have patents in place?

2). Does the company have any cost advantages (access to cheaper resources)?
3). Does the company make use of exclusive distribution rights?

4). Does the company have any logistical advantages?

5). What does the company do better than anyone else?

6). What does the company’s customers see as its strengths?

7). What might the company’s competitors say are its strengths?

It’s the positive tangible and intangible attributes, internal of an organization.

Understanding the strengths of the company the company are investing in is a big
deal. For many companies, leveraging its strengths is what has made the company
successful over the years. For instance, it is rare that a company doesn’t have a
competitor in their space. Google is a prime example; it has been so successful
because it has shown strength in developing a superior search product. Others try
to compete, but are not as successful. The same is true for many other companies.
Every company and every market will have different strengths. Many tech and
pharmaceutical companies rely on patent protection for its products, however,
these patents are granted because of people or research, or maybe good
acquisitions. It is important to know the whys and analyze the strengths

(http/Awww. igrad.com/articles/how-to- use-swot-analysis- for- investments).

Strengths are the qualities that enable us to accomplish the organization’s mission.
These are the basis on which continued success can be made and
continued/sustained. Strengths can be either tangible or intangible. Strengths are

the beneficial aspects of the organization or the capabilities of an organization,

15



which includes human competencies, process capabilities, financial resources,
products and services, customer goodwill and brand loyalty. Examples of
organizational strengths are huge financial resources, broad product line, no debt,
committed employees, etc. (http://www.managementstudyguide.com/swot-
analysis. htm).

b). Weaknesses

Weaknesses are the qualities that prevent us from accomplishing our mission and
achieving our full potential. These weaknesses deteriorate influences on the
organizational success and growth. Weaknesses in an organization may be
depreciating machinery, insufficient research and development facilities, narrow
product range, poor decision-making, etc. Weaknesses are controllable. They
must be minimized and eliminated. For instance - to overcome obsolete
machinery, new machinery can be purchased. Other examples of organizational
weaknesses are huge debts, high employee turnover, complex decision making
process, narrow product range, large wastage of raw materials, etc.

(http/Awww. managementstudyguide.com/swot-analysis. htm).

Weaknesses are the limitations that block a company to develop. Sometimes the
company itself cannot see the weaknesses of it. But the customers and the co-
operators can see clearly. If the company wants to analyze the markets, it should
start the analysis from both strengths and weaknesses. Especially the weaknesses,
the company should not be weaknesses to customer requirements. Only those
strengths that relate to satisfying a customer need should be considered true core

competencies.

This is just as important as knowing the strengths of the company—the
weaknesses will tell the potential downfalls. Many times, it can be hard to figure
out a company’s weaknesses because most work very hard to only show its
strengths. A good place to look for company weaknesses is in the annual report,
especially the notes to the financial statements. It is in this section that the

company discloses their potential liabilities, as well as where they see potential
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competition. With this information, the researcher can gauge the company’s
weaknesses and make a more informed investment decision Once again,
depending on the market, every company’s potential weakness will be different.
Take a look at utility companies; they don’t have to worry about competition
because they have a monopoly over their service area. However, regulation of
utilities can impact financial strength, and can also create high liabilities in areas
such as environment or safety (http://www.igrad.com/articles/how-to-use-swot-

analysis-for-investments).

Weaknesses are obviously the opposite of strengths or even just the absence of
strengths in particular areas (http://www.expertprogram-
management.com/2010/07 /swot-analysis-how-to/).Here are some questions that

can use to determine a company’s weaknesses:

1). Is the company missing patent protection in certain areas?

2). Is the company’s resources too expensive, or its cost structure too expensive?
3). Is the company’s distribution channels weak?

4). Is the company’s distribution rights non-exclusive or shared?

5). What do the company’s competitors do better than the company?

6). If customers have left the company, why was this?

7). If the company is consistently failing to make sales, why is this?

8). What might the company’s competitors see as its weakness?

Factors that are within an organization’s control that reduces from its ability to
acquire the desired goal such as the lack of equipment operators in the ports so

that the company cannot provide the service as well as possible.
c). Opportunities

Opportunities are presented by the environment within which our organization
operates. These arise when an organization can take benefit of conditions in its

environment to plan and execute strategies that enable it to become more
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profitable. Organizations can gain competitive advantage by making use of
opportunities. Organization should be careful and recognize the opportunities and
grasp them whenever they arise. Select the targets that will best serve the clients
while getting desired results is a difficult task

(http/Awww. managementstudyguide.com/swot-analysis. htm).

Opportunities are usually related to the company’s advantage. So the company
should be better to find the opportunities as much as possible so that it can bring

the company much more benefit.

This can be a hard one for individual investors to figure out. It basically means
determining what opportunities this company has to grow further, or otherwise
increase profitability for shareholders. Some companies can benefit from macro-
economic trends that are easy to spot, but for other companies it can be much

more  difficult  (http://www.haukeborow.org/2012/04/how-to- make-a-swot-

analysis-2/).

Opportunities may arise from market, competition, industry and technology.
Increasing demand for telecommunications accompanied by deregulation is a
great opportunity for new companies to enter telecom sector and compete with
existing companies for revenue (http://www.managementstudyguide.com/swot-
analysis.htm).

It’s the external factor that represents the reason for an organization to exist and
develop. To know that what opportunities exist in the environment, which will
propel the organization? If the company meet the high season of the goods, the
volume of incoming and outgoing cargo will be increased. That’s a good

opportunity to find more customers.

Examining the external environment may result in identifying new opportunities.
Another way to approach this is to examine a company’s completed strengths
and determine if any of them could evolve into opportunities. Additionally, the

company could examine its weaknesses to see if resolving any of them would lead
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to  opportunities  (http://www.expertprogrammanagement.com/2010/07 /swot-

analysis-how-to/). Here are some questions to help identify opportunities:

1). What are the major trends in the marketplace?

2). What are the trends in government policy/law?

3). How are people’s social behaviours changing?

4). How are populations changing?

5). How are environments changing?

6). What is likely to be the company’s competitors focus in the coming years?
7). What are customers asking for?

8). How are peoples lifestyles, working environments changing?
d). Threats

The external factors, out of the company’s control, which could affect the
company’s operation. It’s a risk. The company may be afraid that the competitors
of surrounding ports use the strategies such as pricing and promotion to attract

customers.

Finally, every investor needs to look at direct threats to their investments. This is
more than just the weaknesses of the company—these are direct impact items that
everyone needs to pay attention to. For example, a weakness of a toy company
could be that it has high liability potential around selling toys to kids. However,
the direct threat to the company can be pending litigation around toy safety. Every
company has threats, and these external factors need to be carefully considered by
potential investors. Once again, the notes to the financial statements can provide
great insights into potential threats to the company

(http/Awww. igrad.com/artic les/how-to- use-swot-analysis- for- investments).

Here is to list what changes in the external environment could pose a threat

(http/Awww.expertprogrammanage ment.com/2010/07/swot-analysis- how-to/):

1). Could customer needs or trends shift the company’s customers away from it

or its product?
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2). Are there potentially new laws or regulations which could impact the company?

3). Is the industry or the company’s consumer moving the same direction?

4). Could new technology render the company’s business/project/skills obsolete?

5). Can the company determine its competitor’s strategy and how much should be
worried about this?

6). What barriers are in the company’s way preventing it from getting to where it
want to be, and can these be overcome?

Threats are uncontrollable. Threats also exist in the external environment. If the

competitor exists, the company must face the threats. The best thing it should do

is try to avoid the threats and think out the solution.

Threats arise when conditions in external environment jeopardize the reliability
and profitability of the organization’s business. They compound the vulnerability
when they relate to the weaknesses. When a threat comes, the stability and
survival can be at stake. Examples of threats are - unrest among employees; ever
changing technology; increasing competition leading to excess capacity, price
wars and reducing industry profits; etc.

(http//www. managementstudyguide.com/swot-analysis.htm).
2.1.5 Advantages of SWOT Analysis

SWOT Analysis is instrumental in strategy formulation and selection. It is a
strong tool, but it involves a great subjective element. It is best when used as a
guide, and not as a prescription. Successful businesses build on their strengths,
correct their weakness and protect against internal weaknesses and external threats.
They also keep a watch on their overall business environment and recognize and
exploit new opportunities faster than its competitors

(http/Awww. managementstudyguide.com/swot-analysis.htm).

SWOT Analysis helps in strategic planning in following manner:

a) It is a source of information for strategic planning.
b) Builds organization’s strengths.

) Reverse its weaknesses.
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d) Maximize its response to opportunities.

e) Overcome organization’s threats.

f) It helps in identifying core competencies of the company.

g) It helps in setting of objectives for strategic planning.

h) 1t helps in knowing past, present and future so that by using past and current
data, future plans can be shown (http//www.managementstudy-

guide.com/swot-analysis. htm).

2.2 Understanding of SWOT Matrix

A SWOT Matrix is 2 x 2 matrixes which is basically divided by having one factor
determine each axis of the matrix. Once the factors are aligned within the matrix
the SWOT matrix helps us decide the strategies which an organization can use.
SWOT Matrix gives a set of strategies by analyzing internal capacity of the
company and external environment of the industry. It is a matching tool for
constructing four types of strategies which are: SO, WO, ST, and WT. Here it
should be noted that there is no best set of matching external and internal factors
due to which analysis becomes difficult to some extent (http://mba-
lectures.com/management/strategic- manage ment/1259/swot-or-tows- matrix-

analysis.html). The explanation of SO, WO, ST, and WT strategies is given below:

a). S-O Strategies

These strategies should take advantage of opportunities that fit the strengths of the
business. Explain how specific company strengths could help the company take
advantage of market opportunities. Company use such strategies to grab the
external opportunities by using the internal strengths. For example, a company has
a strong financial position but it is losing its market share; now with the help of
strong financial position it can introduce innovative products by investing in
research and development sector. Organizations always try to overcome major
weaknesses and make them strengths. Similarly, organizations try to avoid threats

and concentrate on opportunities (http://mba- lectures.com/management/strategic-
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management/1259/swot-or-tows- matrix-analysis.html). S-O strategies pursue

opportunities that are a good fit to the company’s strengths.
b). W-O Strategies

These strategies are used for the purpose of improving internal weaknesses by
using external opportunities. Explain how the company can minimize its
weaknesses to take advantage of market opportunities. It is possible that a
company has good external opportunity but cannot avail it due to internal
weakness. For example, a company may find an opportunity of increasing its
production by introducing new technology but the company may lack the skilled
workers required for the production. In such case, a possible WO Strategies would
be to hire and train people with the essential technical skills (http://mba-
lectures.com/manage ment/strategic- manage ment/1259/swot-or-tows- matrix-

analysis.html). W-O strategies overcome weaknesses to pursue opportunities.
These strategies should enable it to overcome the weaknesses of the business

while the company utilize the opportunities.
C). S-T Strategies

These strategies should allow the use of strength sides, while eliminate or reduce
the threats from the environment. Explain how specific company strengths could
be used to avoid or minimize external threats. Such strategies are used by the
organization for the purpose of reducing the impact of external threats by using its
internal strengths. For example, a company with strong legal department (strength)
can avoid external threats such as copying ideas, innovations, and patented
products. Similarly, an organization with strong line of quality products may face
the threat of low priced products of rivals. In such case the organization can apply
ST Strategy of mass production to reduce the unit cost of production (http://mba-
lectures.com/manage ment/strategic- manage ment/1259/swot-or-tows- matrix-
analysis.html). S-T strategies identify ways that the company can use its strengths

to reduce its vulnerability to external threats.
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d). W-T Strategies

These strategies should allow the elimination of weaknesses and preventing
external threats to reach exact those weaknesses of the business. Explain how,
acting defensively, the company the company can minimize its weaknesses and,
in the process, avoid or minimize external threats. WT Strategies are mainly used
by those companies which are not in a good and stable position. Basically, these
strategies are defensive because organizations try to reduce internal weaknesses
while avoiding the external threats. For example, if an organization has weak
financial position (weakness) and the demand for its products is reducing (threat)
then the possible WT Strategies would be to retrench or merge (http://mba-
lectures.com/manage ment/strategic- manage ment/1259/swot-or-tows- matrix-

analysis.html). W-T strategies establish a defensive plan to prevent the company’s

weaknesses from making it highly susceptible to external threats.

To construe the SWOT Matrix, there are several steps as below:

a) List down the important strengths of the company.

b) List down the important weaknesses of the company.

c) List down the important threats of the company.

d) List down the important opportunities of the company.

Now match internal strength with external opportunity and type the appropriate
SO strategy in the SO cell. Similarly, match the internal weaknesses with external
opportunities and type the appropriate WO strategy in WO cell. Match internal
strengths with external threats and type the appropriate ST strategy in ST cell.
Match internal weaknesses with external threats and type the appropriate WT
strategy in  WT cell (http//mba-lectures.com/management/strategic-

management/1259/swot-or-tows- matrix-analysis. html).

SWOT Matrix for Whirlpool is provided in the above figure. SWOT Matrix
contains nine cells in which four are key factor cells, four strategy cells and one
blank cell. First of all, the four key factor cells are completed which are labelled
as: S, W, O, and T then the four strategy cells will be constructed which are
labelled as: SO, WO, ST, and WT.
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It is important to note that not all the strategies developed in the SWOT Matrix
will be selected for implementation. The matrix only points out the possible
strategies which can be implemented. It does not help in determining the best
strategies for implementation (http//mba-lectures.com/management/strategic-

management/1259/swot-or-tows- matrix-analysis. html).

A company should not necessarily pursue the more lucrative opportunities. Rather,
it may have a better chance at developing a competitive advantage by identifying
a fit between the company’s strengths and upcoming opportunities. In some cases,
the company can overcome a weakness in order to prepare itself to pursue a

compelling opportunity (httpz//timmermansconsulting.nl/en/overige-diensten/).

2.3 Development Strategy Study

Today’s companies must face their strong competitors. So understanding
customers is the first step in the competition environment. The good relationships
should be built between the company and customers. If only to build a good
relationship with our customers for developing the company strategy is not
enough. To get more competitive advantage, companies must use this
understanding to design market demand so that the company can win much more
customers.

2.3.1 Understanding of Strategy

Look up “strategy” in any dictionary, or in almost any of the thousands of books
and articles on the subject. There is clear consensus on what that word means, and
it is not pattern, but plan, in one form or another, that is, some intentions for the
future (Henry Mintzberg, 2007, p.3).

Strategy is a deliberate search for a plan of action that will develop a business’s
competitive advantage and compound it. For any company, the search is an

iterative process that begins with recognition of where it is and what it has now.
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The company’s most dangerous competitors are those that are most like itself. The
differences between the company and its competitors are the basis of its advantage.
Ifthe company is in business and are self-supporting, it already have some kind of
competitive advantage, no matter how small or subtle. Otherwise, the company
would have gradually lost customers faster than it gained them. The objective is to
enlarge the scope of its advantage, which can happen only at someone else’s

expense (Montgomery and Porter, 1997, p.5)
2.3.2 Development Strategy Planning

Once having evaluated the affecting competition in an industry and their basis
reason, the corporate strategist can identify the company’s strengths and
weaknesses. The important strengths and weaknesses from a strategic standpoint

are the company’s attitude and development.
The company can make a plan of action that may include:

a). Positioning the company so that its capabilities provide the best defence

against the competitive force” (Montgomery and Porter, 1997, p.22)

1). This approach takes the structure of the industry as given and matches the
company’s Strengths and weaknesses to it.

2). Strategy can help the company find what the position it is in the industry? Is it
strong position or medium position?

b). Influencing the balance of the forces through strategic moves, thereby

improving the company’s position (Montgomery and Porter, 1997, pp.22-23)

1). The company can do more action and focus on its marking department.
Marketing Department is a core of the company. It can collect the market data
and analyze the strategy to improve the company position.

2). The strategies need to update in the periodic time due to the market demand is

multivariable.

c). Exploiting industry change (Montgomery and Porter, 1997, p.23)
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2.3.3 Development Strategy for Different Market Objects
2.3.3.1 Development Strategy for Market Leader

About the development strategy of market leader, the company can take any of

three actions:

a). The company tries to find the good ways to expand the market’s demand.

b). The company must keep its current market share in a fix position through the
effective actions.

c). The company furthers its market share percentage to improve the position of

the company.

2.3.3.2 Development Strategy for Market Challenger

A market challenger must first define which competitors to challenge and its
strategic objective. The challenger can attack the market leader, a high-risk but
potentially high-gain strategy (Kotler, 2009, pp. 509-510)

There are several strategies available:

a). For the direct attack, improve the product in quality, advertise its product,
make some promotion activity. It can attack the competitor’s strengths rather than
its weaknesses.

b). For the indirect attack, to cover the competitor’s market with the competitor’s

weaknesses.

2.3.3.3 Development Strategy for Market Follower

Challenges are easy to take by the leaders. If the challengers make the strategies
with low prices, good customer service or additional product, the leader can

quickly follow these strategies to reduce the attack.

Market followers must balance to find out the solution which can acquire the

customers from the leader and try to avoid the retaliation. Each follower tries to
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use its variable advantages to its target market such as location, brand and good

quality services.

2.4 Understanding of Logistic Services

2.4.1 Definition of Logistics

Logistics is defined as “the broad range of activities concerned with effective
movement of semi-finished products or services from one business to another or
from distributor/retailer to the customer.” The main goal of logistics is to ensure
the availability of the right product/service at the right spot, in the right time and
the right cost. It is a key factor for improving the performance and productivity of

manufacturing and service organization.

Logistics is the primary building block of any manufacturing or service supply
chain. The market place in Guigang (China) for the PT AKR Corporindo basically
provides the infrastructure for offering the requirements of the buyer with a right

logistics service provider.

Logistics is one of the key components in supply chain network. Logistics is an
inseparable and ubiquitous part of any manufacturing or service supply chain
(Simchi-Levi and Philip, 1999, p.1).

There are two main kinds of logistics:

a). Domestic Logistics: It refers to the management of material movement and

integration from component suppliers to a manufacturer.

b). Overseas Logistics: It refers to the management of material movement from

the manufacturer to distributors and retailers.
2.4.2 Economic Impacts of Logistics

Logistics can play an important role in a nation’s economy growth and

development. Hanningan and Mangan point out that logistics, particularly
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improvements in transportation efficiency, played a key role in the explosive
growth of Ireland’s economy in the mid- and late- 1990s (GDP increase of 62 per
cent in this period). According to Hannigan and Mangan, future growth of
Ireland’s economy will not be possible without improvements to its logistical
capabilities. So the logistic services will lead the logistic industry into a good
future. Logistic service is most definitely an important component in a country’s
economy (Paul R. Murphy Jr. & Donald Wood, 2010, pp.36-51).

Generally, the logistic business will advance along with economic growth, both
nationally and regionally. Particularly in Indonesia, logistics is highly required,
considering the geography of Indonesia as an archipelago. Loading and unloading
activities in ports hold an important role in international and inter-island freight

activities.
2.4.3 Explanation of Logistic Service

Chapman et al. views logistics services as a classical new service-development
process, transformed from a classical transport service toward the aim of meeting
all of the logistical needs of a client. This view shows the potential flexibility that
the logistic services provider has in the market regarding the services offered.
Usually, the logistic services provider adds roles as it extends the relationship
with its clients, reaching a better understanding and performance in the
operational process and in the services provided (Juho Soinio, Kari Tanskanen &
Max Finne, 2012, pp.31-49).

Today, logistics service providers face ever increasing competition and higher
customer demands. Recently, logistics service providers have become more
interested in new service development. There are various definitions for logistics
effectiveness but for this study, the definition from Mentzer (1769) is adapted and
defines as the extent to which the logistics functions goals are accomplished to
achieve high performance. Logistics services are a series of management activities

provided by logistics service provider in order to fulfil customer’s requirement
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whereas logistics service effectiveness is referring to the logistics process that can

create value added benefits for customer and customer satisfaction.

According to Panayides (1944), logistics service effectiveness is defined as of
extend of service delivery the logistics service provider can provide to the
customer. With reference to past literature, the term logistics service effectiveness
can be referred as logistics service delivery or logistics performance and literature
related to these two topics can be used to explain about logistics service
effectiveness. (Dilek Onkal, 2011, pp.16-20)

During the past few decades, this customers-logistic services providers’
relationship has shifted toward a more co-operative mode. The driving force is no
longer cost and capital reduction. Today, there is a more strategic and long-term
focus to increase market coverage, improve service level or increase flexibility
toward end customers (Skjoett-Larsen, 2000, p.12). Transportation and
warehousing usually present the most important single elements in logistics costs

for the majority of companies (Hyrsky, 2008, p.20).
2.4.4 Logistic Services of PT AKR Corporindo Tbk

The logistics business is run by the Company and its subsidiaries in Indonesia and
China. This business includes port and terminal management, warehousing, tank
terminal rental for basic chemicals and petroleum, bulk cargo loading and

unloading for general cargo, containers, and land transportation.

The Logistics Division plays an important role for the Company in Petroleum and
basic chemicals shipment to customers. Additionally, the Company and its

subsidiaries also provide logistic services to third parties.
2.4.4.1 Logistic Services in China

PT AKR Corporindo Thk has five river ports on the Pearl River, Guigang,
Guangxi Province, China since 2006 which are connected by railway and other

infrastructure. Logistic services in China are conducted through Guangxi Guigang
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AKR Container Port Co. Ltd.,, AKR (Guigang) Port Co. Ltd., AKR (Guigang)
Transhipment Port. Co. Ltd., and AKR Guigang Coal Trading Co. Ltd.

They are integrated to handle containers, bulk and general cargo, coal and
transhipment. The ports operations are supported by logistic mobile cranes, trucks,
hoppers, grabs, forklifts, loaders, shore cranes, excavators, stackers, conveyors
and weighbridges. The Company has also made investments to enhance their

logistic infrastructure capacities by modernizing port equipment.

The logistic business is an integral part of the company’s trading and distribution
business enables the company chemical products to its customers across the
country. Additionally, the company and its subsidiaries also provide logistic

services to third parties.

The company’s logistic infrastructure and capacity in China consists of (see Table
2.1):

Table 2.1 Logistic Infrastructures and Capacity in China

Facility Type | Quantity / Capacity | Denomination
River Ports 5

Bulk Cargo 9,100,000 MT

General Cargo | 1,800,000 MT
Containers 200,000 TEUs

Note: MT=Metric Ton. TEU=Twenty-feet Equivalent Unit.
Source: PT AKR Corporindo Tbhk

2.4.4.2 Logistic Services in Indonesia

By the end 0f 2011, the Company operated in 18 ports in Indonesia — 12 sea ports
and 6 inland ports — supported by logistical equipment, such as harbour mobile
cranes, trucks, hoppers, grabs, forklifts, loaders, shore cranes, excavators, stackers,
conveyors, and weighbridges. The Company also has 27 warehouses with total
space of 67,358 nt. These warehouses are located in Jakarta, Surabaya, Medan,

and Bandung.
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The logistic service in Indonesia is estimated to grow in 2012, in conjunction with
rapid growth in export — import activity in Indonesia, following improving
purchasing power. The volume of cargo loading and the container flow in

Indonesian ports is predicted to grow along with economic growth.

In 2012, the Company is also expecting the synergy among the Company’s
subsidiaries, between the coal mining businesses in Indonesia with the logistic
business in China. The coal production from the Company’s mining subsidiaries
is expected to be ready to distribute abroad to China in 2012. The company’s

logistic infrastructure and capacity in Indonesia consists of (see Table 2.2):

Table 2.2 Logistic Infrastructures and Capacity in Indonesia

Facility Type Quantity/Capacity Denomination
Sea Ports 12
Inland Ports 6

. 143 units
Storage Tank Terminals 549 500 KL
Floating Terminals 48,750 KL
Self-Propelled Oil Barges
(SPOB) and Tankers 26,850 DWT

27

Warehouses 57358 -
Trucks 300
Harbour Mobile Crane 5

Note: DWT=Dead-Weight Tonnage
Source: PT AKR Corporindo Tbhk

2.5 Previous Researches of Logistic Services in Different
Methodologies

The earlier studies on logistics services have commonly taken an existing service

model as a starting point, and studied purchasing, usage, marketing, growth

strategies of those service models or using the different methods of quantitative

analysis to do the study.
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2.5.1 For the Research of “Relational Benefits and Manufacturer Satisfaction:
An Empirical Study of Logistics Service in Supply Chain”

This research is an exploratory analysis. The publishers do this study by using a
questionnaire designed to collect data on relational benefits, relational outcomes,
trust, commitment and long-term business relationship perceived by
manufacturers. (Xin Zhai & Li Xu, 2012, p.2).

The publishers have more focus on using data collected from US manufacturing
companies. And this research will focus on the river ports in Guigang (China)
which owe by PT AKR Corporindo Tbk.

It evaluates logistics service from the eyes of manufacturers. The readers can look
at how manufacturers view third party logistics services to provide important
strategic and operational values to manufacturers. This research will evaluate the
SWOT of the river ports in doing the logistic services so that can know why the

companies are getting losses under the stagnant market.

The results indicate that the building of a long-term relationship is mediated by
trust and commitment from manufacturers. When manufacturers believe that the
logistics service provider is honest and passionate, and care about their business,
they will make a commitment toward a long-term business relationship. So the
researcher should analyze that what the developmental strategies that should take
actions based on the SWOT Matrix. However, the key point is that the companies
should be trusted by their customers and tries to give a good service so that the

customers want to cooperate with us again.

The publishers use the hypotheses approach in using data from US manufacturing
companies. Structural equation modelling method is applied to analyze the data
and draw conclusions. The researcher uses the different approach with them
which is qualitative analysis. So the researcher will use the SWOT Analysis and
SWOT Matrix to define the developmental strategies.
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2.5.2 For the Research of “How Logistics-service Providers can Develop
Value-added Services for SMEs: A Dyadic Perspective”

The research begins with a literature review in the areas of logistics outsourcing,
third-party logistics and fourth-party logistics services, and new-service
development. Although the research analyzes about the logistic services, it’s a
little bit different with this research. Mine is to find out the strategies to let the
stagnant market turn better. And this research is to develop value-added services
and use the empirical research to follow the design-science methodology which
presented by Holmstro'm et al, Denyer et al., and Simon. Figure 2.1 shows a
flowchart of the research process (Juho Soinio, Kari Tanskanen & Max Finne,

2012, pp. 31-49).

Figure 2.1 Research Process
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Source: The International Journal of Logistics Management

This research is used first service-model proposition (shown in Figure 2.2) to

concern the transportation of goods.
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Figure 2.2 Tactical and Operational Levels of Demand-supply Chains

Buy Make-or-buy i Make

; /- Sales and
Tactical Tranlsponann lnlventp v . operaions |« Procurement
P 2 L TR |
Operational | Transportation Warehousing (Manufacturing j Iln-boqnd
\ ' logistics
LSP value offering point

Source: The International Journal of Logistics Management

When looking for opportunities to expand their service offerings, one option is for
logistic-service providers to expand on the operational level into activities such as
warehousing, picking, Kitting, etc. And this research is to analyze what factors that
cause the market become stagnant in these levels of demand-supply chains. The
researcher doesn't use the mathematic research to analyze. The researcher prefers

to use qualitative analyze to finish this research. That will be more comprehensive.

2.5.3 Designing an Agent-Based B2B Market Place for Third-Party Logistics
Service Providers (3PLs)

It can know more information about the process of logistic services in B2B
market. Actually, Guigang (China) ports of PT AKR Corporindo Thk are also a
B2B market place. It shows that a B2B market place is a mechanism which
coordinates the buyers (enterprise of buyer) and sellers (enterprise of seller), and
helps the buyer to get the details of various goods and services that are offered by
the sellers in the market. There is a small entry fee for the registration of buyers
and sellers in the market. The market mechanism essentially keeps track of
various logistics providers’ financial and nonfinancial performance measures.
Agent-based technology is used to dig the details of various logistics service
providers available. Further, the agent can also be used for mapping of the right

logistics provider to a buyer of the services, depending on the buyer’s capacity.
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The area of B2B logistics is very important and it forms about 80% of the total
logistical activity. B2B logistics is further divided into two distinct categories, viz.,
domestic logistics and overseas logistics. A schematic representation of an
integrated supply chain network is shown in Figure 2.3 (Ashwin Kumar &
Sandeep Dulluri, 2011, pp. 1-19).

Figure 2.3 Schematic Representation of An Integrated Supply Chain
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An integrated supply chain is a group of independent companies such as PT AKR
Corporindo Tbk often located at different geographical locations (located in China
and many islands and cities of Indonesia), forming a strategic with a common goal
of designing, manufacturing, and delivering the right-quality products at right
place to the customer groups faster than other alliance groups and vertically
integrated companies (Viswanadham, 2000, pp.34-37).
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CHAPTER Il

METHODOLOGY

In this chapter the methodological approach of the study is presented. The Figure
3.1 below gives an overview of the headings of the chapter and how these link

together.

Figure 3.1 Methodology Overview

Research Method

\ 4

Research Instrument and
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3.1 Research Method

Research method is important before researchers start the study. The researchers
have to figure out the research method which would be probably used later on. It
is the tool to ensure the whole study to carry out as planned, get the correct data

they want, prove the hypothesis, and make conclusions as well.

There are two different ways to approach a research which are quantitative

research and qualitative research.
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3.1.1 Quantitative Research

Quantitative research is based on number of people with calculative approaches
and methods. This research method concerned with calculating frequency data
using statistic and mathematical tools. It uses numbers to prove or disprove a
notion or hypothesis. Quantitative research uses data that are structured in the
form of numbers or that can be immediately transported into numbers (Ross,
1999). Formulas are tools just made to analyze the data. The results are usually
presented by statistics, tables and graphs to be distinguished from gualitative
methods. For example it uses statistical tools, e.g. mean ratings, correlations,

regression, etc. to analyze data.
3.1.2 Qualitative Research

Qualitative research is a naturalistic, interpretative approach concerned with
understanding the meanings of certain observed phenomena or actions. It
examines analyzes and interprets observations for the purpose of discovering
underlying meanings and patterns of relationships in a manner that does not
involve mathematical models. On the other hand, qualitative research is more
theoretical and provides deeper understanding about the phenomena under deeper
investigation, using tools like personal or open interviews about a topic to acquire
more detailed information, to define and explain the problem. Qualitative research
also provides explanation of reasons and associations between social variables.
The data in this type of analysis is not in the form of numbers (Ritchie and Lewis,
2003; Royse 1999). Choosing qualitative research, the researchers usually have to
go to the people, setting, or institution to observe or record behavior in its natural
setting. It is mainly demonstrated by the words and pictures. Definitely, this
would be a huge work for the researcher not only because collecting the data but
also the analysis. Some examples of data collection methods are through focus
group discussions, interviews, field observations, diaries, and memoirs, letters,

reports, etc.

37



3.1.3 Method of This Study

The research method was used in this study will be qualitative research. The
objective of this research is to find out what the strengths, weaknesses,
opportunities and threats of the ports for doing the logistic services are. This
research is done by asking the employees of subsidiaries. The list of questions is
attached (See Appendix 2).

3.2 Research Time and Place

The researcher considers it is impossible to complete the research on a single day
or a short of time. So the study is repeated over an extended period of time. The
source of information and data which the researcher got is from the internship. So
the researcher can say that this research time is from Jan 2012 until this research
finish. But sometimes the researcher need more additional information if it’s not
too confidential, the researcher also can ask the contact person in China. And this
study is about to explore the factors that influence the company get loss under the
stagnant market. The researcher is responsible for subsidiaries in China. Due to
the limitation, the researcher cannot back to China to do this research. But the
researcher can communicate with the contact person in China who had been
introduced before. The two persons can provide the necessary information to me

so that the researcher can finish this study in campus.

3.3 Research Instrument and Data Collection

Research instruments are tools used by the researcher to gather information, get
data, and analyze the target. Instrument that will be used to obtain data is list of
question (see Appendix 2), floppy disks, paper, and other documentation tools.
The data will be got from two resource persons of subsidiaries who can speak

English and Mandarin. These resource persons are:
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a) Chen Jie, the employee who is in Administration Department. Her main job is
to translate the document and email. She has a responsibility to communicate with
Headquarter in Indonesia. She helps to arrange the task in each department which
is given by Headquarter in Indonesia and also report the work progress of
subsidiaries to Headquarter. In addition, she helps to record the minutes of

meeting with bilingual edition.

b) Cen Yumei, the employee who is also in Administration Department. She is
also responsible for communicating with the managers of Indonesia and
translating the documents. Her fixed responsibility is to report the daily, weekly

and monthly subsidiaries’ operation.

For data analysis, this research uses qualitative analysis by using SWOT Analysis
and SWOT Matrix to do the research.

Besides from the questions to get the information, this research also uses data
from the company during the researcher’s internship period such as daily report,
weekly report, monthly report, minutes of meeting, financial statement of every
month, summary report, etc.

3.4 SWOT Analysis and SWOT Matrix

SWOT Analysis, method, or model is a way to analyze competitive position of PT
AKR Corporindo Thk. SWOT Analysis uses so-called SWOT Matrix to assess
both internal and external aspects of doing the business. The SWOT framework is

a tool for auditing an organization and its environment.
3.4.1 SWOT Analysis

In this research, the researcher uses the method based on the company’s strengths,

weaknesses, opportunities and threats to do this study.
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a). Strengths

The strengths of PT AKR Corporindo Thk are the resources and capabilities that
can be used as a basis for developing a competitive advantage such as:

1). Geography Advantage

2). Owned Asset Advantage

3). Overseas Investment Advantage

4). Intercompany Cooperation Advantage

5). Operation Environment Advantage

6). Market Position Advantage

PT AKR Corporindo Thk has these advantages above or more. These advantages
will be explored in this study. It’s better to find out its strengths as many as
possible. Because the more strong and potential factor that exists in internal
environment of the company, the better, so that the company has the ability to

compete with others.
b). Weaknesses

The advantages as listed above can be strengths, can also be weaknesses if the
company does not make use of them well. If the company is lack of resources or
capabilities that can prevent it to gain a competitive advantage, that’s the
weakness of it. The financial statement of PT AKR Corporindo Thk shows that it
always get loss since the beginning of 2012. It exists the main weaknesses as

below and need to be analyzed in next chapter:

1). Labour ProblenyHR Management
2). Equipment Problem

3). Money Collection Problem
c). Opportunities

There are some opportunities in PT AKR Corporindo Tbk that provide the company

with a chance to improve its performance and its competitive advantage. These
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opportunities may be forecasted, others may be unexpected. However, the key point

is how to take full advantage of these opportunities below:

1). New Policy

2). Season Changed

3). Market Demand

4). Customer Be Attracted

d). Threats

The outside the company try to reduce the level of the company's performance, it
must be a threat in the business operation. Every company has its threats in the
business environment, so does PT AKR Corporindo Thk, the stronger companies,
the more threats they have. The successful company always actively observe its
threats and get the solution so that it has the strong position in the market. The

threats of AKR will be listed as follow:

1). Economy Threats
2). Competitors Threats

3). Stagnant Market Threats
3.4.2 SWOT Matrix

After the researcher lists and explains the strengths, weaknesses, opportunities and
threats of AKR, then will combine strengths and opportunities, strengths and
threats, weaknesses and opportunities, weaknesses and threats itself to analyze.

And exploit the development strategies based on the SWOT Matrix.

41



CHAPTER IV

DATA ANALYSIS AND INTERPRETATION OF
RESULTS

4.1 SWOT Analysis of PT AKR Corporindo Thk.

Before the researcher gives some developmental strategies, the SWOT of the

company should be listed as follow.
4.1.1 Strengths

Strengths are one of the important factors to compete with other companies. So
the company should try to find out all of its strengths. It’s the advantages of
competition. Here are the strengths of PT AKR Corporindo Tbk below:

a). Location of River Ports

Guigang is a city of Guangxi Province where is located in South of China.
Guigang port is the 13th largest river port in China and it is the largest inland port
in South China.

The company owns these five ports which in the good location. If the suppliers
who need to do the business with their customer in the South part of China or the
neighbouring city of Guigang, the suppliers must do the transhipment in these

ports.

Guigang port is the centre port in Southwest China which serves a large business
trading area, including Guangxi, Guizhou, Sichuan and Yunan Province. These
areas are rich in mineral resources. Figure 4.1 shows the location of Guigang Port.
Due to mineral industry is a leading industry, more and more investors do the coal

business. It will have many cargoes be operated in the ports in the future.
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Figure 4.1 Location of Guigang (China) Port
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Source: PT AKR Corporindo Thk
b). Equipment Asset

The subsidiaries of PT AKR Corporindo Tbk have many kinds of equipment asset
such as yard, warehouse, and crane etc. As | know, now there is a new project in
one of the subsidiaries which is to extend the yard capacity. The capacity of new
yard can operate 130,000 TEUs container and 1,300,000 MT general cargo.

Here is the main equipment asset summary below (see Table 4.1), we can see that
the capacity of each asset is enough for provide the logistic services to the
customers. Look at these numbers, it has enough ability to provide the service to
its customers. After that new project has done, the company will be satisfied with
its customers. It’s good for company development. If the infrastructer is complete,

the customers must be confident to do the operation with it.

43



Table 4.1 Main Equipment Asset of PT AKR Corporindo Thbk

Asset Unit of Measurement | Capacity
General cargo yard MT 2,099,143
Container yard TEUs 60,000
Warehouse MT 216,000
Vehicle crane MT 8,779
Container bridge crane | TEUs 457
General cargocrane | MT 3,658
Container yard crane | TEUs 914

fixed crane MT 40,488
conveyor #1 MT 100,968
conveyor #2 MT 161,280
conveyor #3 MT 161,448
Crane #1 MT 168
Crane #2 MT 168
Crane #3 MT 168

crane #5 MT 168
wheel loaders MT 399,168
Port vehicle MT 355,710

Note: MT=Metric Ton. TEU=Twenty-feet Equivalent Unit.
Source: PT AKR Corporindo Tbk (Data Updated in Oct,2012)



¢) Headquarters Support

1).

2).

Fund Support

PT AKR Corporindo Tbk became a publicly listed company with an Initial
Public Offering of 23% of its share capital to public investors during
September 1994. The consolidation financial statement of PT AKR Corporindo
Tbk from 2009 to Sep 2012 is increased step by step (see Appendix 3). The
Company’s total assets as of December 31, 2011 was Rp 8,308.2 billion,
growing 8.4% from Rp 7,665.6 billion. Regardless of the increase, the
Company utilized its assets more efficiently in generating sales and revenues,
as shown by higher asset turnover ratio, from 1.3 times in 2010 to 2.3 times in
2011. The Company’s Return On Assets (RO A) climbed from 3.5% in 2010 to
7.4% in 2011. Table 4.2 shows the Statement of Financial Position in 2010 and
2011 in detail.

Table 4.2 Statement of Financial Position

Laporan Posisi Keuangan Statement of Financial Position

Asat Lancar | Current Assats 52394 4.846,7
Asat fidak lancar | 068.9 28189
Jumiah Asset | Total Assats 8.308,2 7.665,6
Liabilitas Jangka Pendek | Shori-term Liabilities 3.860,0 4.009.3
Liabilitas Jangka Panjang | Long-term Liabiltics 8735 797 4
Ekuitas | Equities 3.382,1 2.366,4
Kepentingan Non Pengendali | Non-controling Interest 1926 4724
Jumiah Kewajiban dan Ekuitas | Total Liabilities and Equities 8.308,2 7.665,6

Source: PT AKR Corporindo Tbk Annual Report

From Statement of Financial Position(Table 4.2), we can see that PT AKR
Corporindo Thk has enough capital to support these subsidiaries if they face

some fund problem.
Coal Trading Support

PT AKR Corporindo Tbk entered into coal mining and trading by acquiring
87.5% shares of PT Anugrah Karya Raya (AKR Coal), the owner of 5 coal

mining concessions. In 2009, the Company acquired the coal mining company
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— AKR Coal, which owns coal concessions in the North Barito District, Central
Kalimantan. In June 2011, the Company increased its paid-in capital at AKR
Coal from Rp 800 million to Rp 139.8 billion, which was conducted by
capitalizing stock amounting to Rp 59.2 billion, Rp 51.8 billion of which was
the Company’s rights into paid-in shares and paid cash for 79.8 million new
shares issued by AKR Coal. Following its additional paid-in capital, the
Company controls 132.3 million or 94.635% shares of AKR Coal.(Data Source:
PT AKR Corporindo Tbk Annual Report)

As we know, Indonesia is rich in coal resource. Many people and companies
come to Indonesia to exploit coal. Now that AKR Coal has its product, and also
the subsidiaries in China do the coal trading business. The intercompany has
advantage to make the cooperation relationship between subsidiary in China

and in Indonesia’s.
d) Port Environment

Guigang (China) Port is the national open port. So China Customs had built a
Customs Supervision Zone inside the port of the subsidiaries (see Figure 4.2). The

Inspection Department of Customs offers Quick Clearance

Figure 4.2 Customs Supervision Zone Inside Guigang Port
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e) Monopoly Market

Once the ports have bought, it means the AKR subsidiaries have the right to
operate it. It seems like the monopoly. Because if people want to do the business
through Guigang Port and send to neighbouring provinces. They will choose
Guigang port. The company will provide the service they need so that they can get

the revenue.

f) The biggest cost advantage is that the company corporates with an outsourcing
company witha low salary price. AKR companies usually uses the outsourcing to
do the operation. And the company has made a good corporation with this
outsourcing company for a long time. Because this outsourcing company can give

an accepted price to the company which other companies can’t get that price.

Companies that decide to outsource do so for a number of reasons, all of which
are based on realizing gains in business profitability and efficiency. Principal

merits of outsourcing include the following:

1). Cost savings. Many businesses embrace outsourcing as a way to realize cost
savings or better cost control over the outsourced function. Companies
usually outsource to a vendor that specializes in a given function and
performs that function more efficiently than the company could, simply by

virtue of transaction volume.

2). Flexibility. Still others outsource to achieve greater financial flexibility, since
the sale of assets that formerly supported an outsourced function can improve
a company's cash flow. A possible pitfall in this reasoning is that many

vendors demand long-term contracts, which may reduce flexibility.

3). Knowledge. Some experts tout outsourcing of computer programming and
other information technology functions as a way to gain access to new
technology and outside expertise. This may be of particular benefit to small
businesses, which may not be able to afford to hire computer experts or

develop the in-house expertise to maintain high-level technology. When such
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tasks are outsourced, the small business gains access to new technology that

can help it compete with larger companies. (Biggs, Maggie, 2000)

Outsourcing has become a very popular alternative for a number of very valid
reasons. Outsourcing initially emerged as a way for companies to cut costs by
having processes such as manufacturing and assembly done in overseas locations
where costs were much lower. Lower wages and operating costs both contributed

to these reduced costs.

These lower costs were appealing because they greatly improved the profit
margins for the companies. However, outsourcing is now gaining in popularity for
a variety of other reasons. While cost reduction is still a primary advantage, other
elements such as access to industry experts, a larger workforce and more flexible
options are being embraced as welcomed advantages offered by outsourcing
(Ryan Smith,2012).

g) The logistical advantage which is the AKR companies has the logistic

consulting.

Logistics consulting is the practice of advising manufacturers, distributors, and
retailers, in optimizing their processes, cutting cost, and increasing profitability.
Consultants are normally employed by firms that work with businesses in specific
industries. For example, some firms may specialize in consulting manufacturers,
while others may work with distribution companies that need to improve
warehouse operations. A number of consulting firms specialize in supply chain
consulting, meaning that they advise companies through each step of a process,
beginning in production and ending in sales and marketing. Some of the
advantages of logistics consulting are that it can help a business to adjust to new
technologies and trends, help a business to cut waste and cost, and improve

communications among different departments and with clients.

By improving operational processes, logistics consulting can help managers to cut
back on waste, which can also save money. A consultant might analyze then

restructure models so that workers and pieces of equipment are put in positions
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where they can become more valuable to a company. He or she might also advise
managers how best to implement new systems and train workers in new practices
(D. Nelson, 2003).

h) The things that AKR companies do better than anyone else is that donate many
books to the Hope Library in Guigang city. Also support the local schools to train
the English speaking talents and offer the chance to work in the companies so that
the economy of Guigang can be increased. Through the talent development to
develop the economy of Guigang city so that to emphasize the advantage of

Guigang ports as the largest inland port in South China.

Emily Stover DeRocco said that the most important component of an economic
strategy, the development of human talent. It is the development and use of talent
that will ultimately decide the fate of the United States and every other country in
the global economy. To stay ahead of the global competition, we must look at and
improve the way we develop our talent. And that means bringing reform to our
education and training systems. Education is a locally controlled activity in this
country. Schools vary considerably across districts and states. (Emily Stover
DeRocco, 2005)

[) AKR companies’ competitors think that the reputation is the AKR’s strength.

Reputation speaks of the esteem held for a company — whether people recommend
it as a place to work, a company to do business with, or to have manage a project
in your community. A good reputation has direct and positive impact on the
bottom line in terms of sales, staff turnover, cost of sales and market share, on
financing costs and share price. Companies with strong positive reputations attract
better talent, may be perceived as providing better quality products or higher

value customer service, and can often charge higher prices.

There are good companies who enjoy exceptional reputations that do indeed make
mistakes. While we all do (make mistakes), how we are perceived as a result
depends entirely upon our response. Exceptional reputations demand exceptional

responses. Response matters.
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And there are ordinary companies who enjoy exceptional brand strength. Do not
confuse brand strength with reputation. Where a corporation does so, and seeks to
trade on the brand while making errors of judgment (or worse) that could impact

its reputation, the reputational risks are greater still (Alex Barries, 2010).

4.1.2 Weaknesses
a) High Employee Turnover

The employees' salary is low. They are lack of enthusiasm. HRD Director of
subsidiaries reported that in 2012, the new employees are not stable and they
usually left the company in 2 to 6 months. The main reason is that the piece wage
is low, it’s not competitive at the same position in the market. Table 4.3 shows
the employee turnover situation from Feb to Nov in 2012. We can see from Table

4.3 that the employee turnover is getting high.

Table 4.3 Employees Turnover in 2012

New Recruit | Resigned
Feb | 3 0
Mar | 1 1
Apr |0 0
May | 3 0
Jun | O 6
Jul |0 0
Aug | 2 5
Sep |2 2
Oct |6 2
Nov |1 2

Source: PT AKR Corporindo Tbk

HRD also reported that the employees usually reflect it is for two years since the
company arranged the physical examination last time. They hope can arrange it as

soon as possible.
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b) Lack of Technician

One of the company’s tasks is to help the customer to provide the loading
unloading service from the chuck or ship or train. So it must use the special
equipment to carry the cargo or container. The one who can control the special
equipment is the technician. Due to the operation is 24 hours work, even there is
no cargo that needs to operate, it must be someone there to keep watching. It’s

very tired for the technician.

Based on the weekly reports which sent from Director of Human Resource
Department (HRD) in China to CEO during my internship, HRD reported a
problem that from the beginning of 2012, many technicians have resigned with
many reasons such as work attitude, retirement and stress, etc. HR manager also
reflected that it’s difficult to find new technician join. Now it’s lack of technician
that affects the operation is a little bit difficult to run.

¢) Old Equipment was Often Broken Down.

Based on the report from Operation Department, it recorded that sometimes the
customers complained that the company’s equipment such as YCC3 Crane, it was
usually broken down several times a month. If the equipment needs to repaired, it
must take the time around two days. Thus it must affect the picking up operation.
Another company’s truck was forced to wait for several days. The efficiency will

be reduced.
d) Low Equipment Utilization

The equipment’s capacity is large enough for operating the cargo. But the actual
performance doesn’t achieve the capacity. The employee of subsidiaries calculates
the equipment utilization is that use the actual performance divides the capacity
and then make it in percentage so that the manager can see the percentage is
achieved the goal or not. Table 4.4 is the statistic data that researcher made based
on the weekly reports of Operation Department. We can see that the achievement
is still far. The goal is 100% achievement. But because of the low volume of

cargo, the utilization of equipment is always low.
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Table 4.4 Main Equipment Utilization in 2012

Equipment Utilization (%)
Feb Mar | Apr | May [ Jun | Jul | Aug | Sep | Oct | Nov

General Cargo
Yard

Container yard 64% | 33% | 35% | 29% | 26% | 33% | 32% | 34% | 37% | 3%

35% | 36% | 23% | 25% | 29% | 32% | 40% | 38% | 20% | 26%

Warehouse 52% | 44% | 46% | 47% | 40% | 44% | 17% | 20% | 18% | 23%

Vehicle Crane 8% 3% [ 5% | 4% 4% | 6% [7% |6% |4% | 3%

Container
Bridge Crane

General Cargo

25% [ 31% | 20% | 21% | 26% | 29% | 26% | 23% | 11% | 13%

21% | 7% | 18% | 9% 10% | 12% | 19% | 20% | 16% | 15%

Crane

gfa”;si”er Yard | seos | 549 | 54% | 50% | 48% | 50% | 51% | 53% | 45% | 47%
Fixed crane 1% | 2% | 17% | 26% | 5% | 6% | 0% |21% | 8% | 7%
Conveyor#1 | 1% | 0% | 2% |[7% |1% |1% |5% | 2% |2% |7%
Conveyor#2 | 1% | 0% |4% |[o% |2% | 0% |3% |4% |2% |12%

Conveyor #3 9% 8% 16% [ 17% | 10% | 7% | 8% | 9% [ 12% | 0%

Crane #1 102% | 19% | 10% | 5% 28% [ 12% | 3% | 0% | 9% | 2%
Crane #2 103% | 13% | 10% | 4% 21% | 13% | 0% | 0% |[0% | 0%
Crane #3 102% | 13% | 8% | 4% 23% | 11% | 0% | 0% [ 1% | 0%
Crane #5 81% |[0% | 0% | 4% 1% | 4% | 10% | 5% | 7% | 0%

Wheel Loaders 19% | 37% | 50% | 58% | 50% | 24% | 43% | 42% | 43% | 47%

Port vehicle 8% | 14% | 53% | 22% | 22% | 10% | 17% | 18% | 18% | 19%
Source: PT AKR Coporindo Tbk

e) Account Receivable Collection

Due to the customers have a contract with the company, it has many different
requirements about payment date, especially for the big customers. Some are that
pay the money once a month, some is pay the money until the cargo has achieved
their amount. It causes that sometimes the company cannot collected the money

on time. The flow of fund is a problem. Table 4.5 shows that from 2010 until Jun
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2012, the amount of Account Receivable is getting larger. If this problem is still

out of control, the operation can be difficult to run.

Table 4.5 Account Receivable of Guigang(China) Subsidiaries

Amount (in CNY)
2010 10,145,656
2011 44,211,794
6M2012 | 20,076,585
Source: PT AKR Corporindo Tbk

f) Lack of Communication SkKill

The subsidiaries’ employees have to communicate with Indonesia Headquarter
with English. But there are only two translators who can speak English in
subsidiaries in China and no one can read Mandarin in Headquarter. They are
busy for translating all the documents and emails. Besides, they also help to do the
arrangement and communication between Headquarter and subsidiaries.
Sometimes if they make some mistake or misunderstand each other, the job may

be delayed.
g) Lack of Administration Staffs

When the researcher did the internship program in PT AKR Corporindo Tbk,
there were several forms or information that sent by email to subsidiaries and
needed them reply. But the manager of each department was very busy so that
they arranged their staffs to reply the emails. But it always took much time. The
staffs are really not enough. Especially if the form was about Accounting and
Finance, it took 2 days or more to fill and check it. The Headquarter cannot
receive the latest information and the director cannot make a decision and do the
next plan as soon as possible. And also if the staffs worked overtime, they must
complain and their work attitude turned unsatisfied.

h) There is no any patent in the company.

Patents can provide many benefits. The principle benefit is the competitive

advantage in the marketplace from prohibiting competitors from making, using or
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selling an invention. Competitive advantage also may derive from leveraging
patents for license revenue or obtaining rights in other technologies that may
combine with home technologies for a cumulatively superior technology. Patents
can shield against litigation and burnish a company's image as an innovator or
industry leader. Accordingly, every research and development-oriented business
should develop a strategy that addresses: patent development and procurement;

patent enforcement; and patent valuation. (Emerging Strategies, 2010)

i) The warehousing cost is too expensive in the company. The company’s
warehousing cost includes general administration expense, salary and welfare of
staffs, depreciation expense, and maintenance expense and so on. So it is a large

cost in the company.

Warehousing costs are levied by the warehouse owners and are an unavoidab le
expense for the companies that use the space. The owners should be conversant
with the applicable charges. In years to come, users will find it increasingly
mandatory to implement near line storage, to reduce their data warehousing costs

and make data analysis more efficient and effective (Jason Gluckman, 2005).

Businesses, stuck with higher transportation and logistics costs, not to mention
shipping congestion, are adjusting. One popular solution lies in opening more
warehouses around the country to reduce the need to ship. Meanwhile,
warehousing costs — which account for 25 percent to 28 percent of total logistics
costs — are not really going up all that much, despite the dramatic increase in
transportation costs (David R. Buthcer, 2006).

The important components of total logistics cost are transportation cost,
warehousing costs, inventory carrying cost and order entry/customer service cost.
Empirical studies however, reveal that inventory carrying cost and warehousing
costs have higher percentage close to transportation. For instance, about 61% of
the total logistics costs comprise of non-transportation related logistics cost
(Christopher, 1998). Suffice it to stress that the inventory carrying costs and
warehousing costs are highly interdependent on the efficiency of the

transportation system. Similarly, the increased use of information technology in
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logistics management had improved the efficiency of supply chains and equally
had a balancing effect on the total logistics cost (Davenport, 2002; Somuyiwa and
Adewoye, 2008).

J) The company’s distribution channels are very weak. The company’s channel
structure is in the simplest level structure which is the goods and services move
directly from the manufacturer or provider to the consumer. The company needs

to develop a multiple distribution channel and its B2B distribution channel.

For many products and services, their manufacturers or providers use multiple
channels of distribution. A personal computer, for example, might be bought
directly from the manufacturer, either over the telephone, direct mail, or the
Internet, or through several kinds of retailers, including independent computer
stores, franchised computer stores, and department stores. In addition, large and

small businesses may make their purchases through other outlets.

Channel structures range from two to five levels. Two-level structures occur in
some industries where consumers are able to order products directly from the
manufacturer and the manufacturer fulfils those orders through its own physical
distribution system. In a three-level channel structure retailers serve as
intermediaries between consumers and manufacturers. Retailers order products
directly from the manufacturer, then sell those products directly to the consumer.
A fourth level is added when manufacturers sell to wholesalers rather than to
retailers. In a four-level structure, retailers order goods from wholesalers rather
than manufacturers. Finally, a manufacturer's agent can serve as an intermediary
between the manufacturer and its wholesalers, creating a five-level channel
structure consisting of the manufacturer, agent, wholesale, retail, and consumer
levels. A five-level channel structure might also consist of the manufacturer,
wholesale, jobber, retail, and consumer levels, whereby jobbers service smaller
retailers not covered by the large wholesalers in the industry (Levine, Bernard,
2000).

B2B distribution channels facilitate the flow of goods from a producer to an

organizational customer. Generally, B2B channels parallel consumer channels in
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that they may be direct or indirect. The simplest indirect channel in industrial
markets occurs when the single intermediary—a merchant wholesaler referred to
as an industrial distributor rather than a retailer—buys products from a
manufacturer and sells them to business customers. Direct channels are more
common to business-to-business markets because B2B marketing often means
selling high-dollar, high-profit items to a market made up of only a few customers.
In such markets, it pays for a company to develop its own sales force and sell
directly to customers at a lower cost than if it used intermediaries (Boone & Kurtz,
2004).

k) The company’s competitors which is the surrounding ports, they are always
give the promotion to attract the company’s small customers due to the

surrounding ports have the small investment and low cost.

There are various reasons because of which a company carries out a promotion
campaign for its product or service. Promotion of anything can give a lot of

advantages to the company.

The first advantage of promoting a product or service is to make the customers
aware of that specific item. Secondly, promotion leads to increase in the sales
volume of the company. In fact the final goal for promoting any item, for a
company is to increase the sales volume. Thirdly, promotion can also increase the

customers' base for the company.

Promotion also develops a good image of the company in the minds of the
customers. In this way it helps in the proper positioning of the company.
Promotion also develops a business and it is very important for the long term
success of the company as well. There are various other benefits of promotion of
products and services but 1 have mentioned the important aims of it (Amber,
2012).

It is no longer enough for a business to have great products. Lots of businesses
have those too. Customers need to know about a great product and be persuaded

to buy. That is the role of promotion.
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Promotion is all about communication. Why because promotion is the way in a

business makes its products known to the customers, both current and potential.

The main aim of promotion is to ensure that customers are aware of the existence
and positioning of products. Promotion is also used to persuade customers that the
product is better than competing products and to remind customers about why

they may want to buy (Jimy Riley, 2012).

I) Insome period, there are several customers left to AKR Companies and stop the
corporation with the company because of the poor customer service quality. And
the customers usually complain with that, but the problem still hasn’t solve in a
good way.

Customer service is key to improve a company's image and retaining business, if
customer service tools and systems are not correctly and efficiently implemented,
customers can ultimately result in unwanted results for both the customers and the

company's bottom line (Lacey, 2012).

Bad customer service could impact negatively on the organization's image as its
name may be tarnished. Word of mouth is a method of advertising. A disgruntled
customer will quickly spread the word about the poor service he received from the

company.

The poor customer service also could cause high staff turnover and absenteeism;
staff could lose their job because of their unprofessional behaviour and they could
also choose to resign because of the negative attention that the organization is
getting.

Some staffs may be viewed as being impolite; customers will avoid dealing with
them and take their businesses elsewhere, which will cause a decline in revenue

and customer base. This could also cause closure to the business.

Increased training expenses could be incurred, because a company that provides
poor customer service will incur expenses to train employees on new techniques
and procedures for customer service. The company will also have to train new

employees as a result of the turnover.
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Low organization morale, as the customer service department is inefficient and
ineffective as the customer service representatives spend a majority of their time

idling and bad mouthing the organization (Crystal, 2010).

m) The subsidiaries company of AKR in China cannot match the customers
demand so that the customers don’t want to make a corporation with the
companies. It makes the customers dissatisfaction. Therefore, the companies are

consistently failing to make sales.

Previous literature on customer dissatisfaction which reveals that the exit option
(never again to buy the product or do the corporation) appears to be the most
frequent reaction of dissatisfied consumers. However, as a feedback mechanism,
exit leaves much to be desired. As Hirschman points out, feelings of loyalty to the
organization in question may make consumers or users refrain from using this
option. And also in a competitive market, exiting dissatisfied consumers may be
replaced by new buyers, hereby offsetting the initial loss in sales (Hirschman,
2007, p. 39).

n) Due to the AKR subsidiaries purchase many kinds of professional operation
equipment and the cost is high, so the operation price is higher than the average.
Not like the surrounding ports, which are the competitors of AKR companies,
they don’t have the professional equipment and the operation price is lower than
AKR. So the competitors see the high operation price as the AKR companies’

weaknesses.

Customers tend to consider prices in terms of what they think the price should be,
comparing their perceived price with the actual price. Discrepancy in either
direction (too high or too low) may cause the customers to purchase the product or
do the logistic service from another company. A pricing strategy can be
advantageous because it goes inside the mind of the intended customers to predict

what the customers would be willing to pay for a product (Roslyn Frenz, 2012).

0) If there is strong competition in a market, customers are faced with a wide

choice of who to buy from. They may buy from the cheapest provider or perhaps
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from the one which offers the best customer service. But customers will certainly

be mindful of what is a reasonable or normal price in the market.

Most firms in a competitive market do not have sufficient power to be able to set
prices above their competitors. They tend to use “going-rate” pricing — i.e. setting
a price that is in line with the prices charged by direct competitors. Ineffect such
businesses are ‘“price-takers” — they must accept the going market price as
determined by the forces of demand and supply (Jimy Riley, 2012).

4.1.3 Opportunities
a) Government Policy

In 2012, the Custom cancel the regulation published in Dec. 2011 that all exported
wood board loaded with container shall be loaded in AKR's Custom Supervision
Zone. And it allowed the customers who have the Qualifications to transport the
container and to load wood board out of the port. This policy can reduce the stress

of the loading container and also can reduce our customer lose.
b) High Season Product Brings High Transhipment Volume

In every period, it must have several products that get into high season so that the
supplier’s order from customer can be increased. Then Guigang Port’s volume
will be increased. As an example, there is a big Chinese traditional festival name
Mid-autumn Festival in October. People celebrate this festival with eating moon
cake. The factory needs to make the moon cakes several months before the
festival come. So the factory will order one of the moon cake materials — sugar
before October from its supplier and do the transhipment in Guigang ports. Table
4.6 is the sugar container volume of Guigang ports in 2012. It shows that the
sugar’s high season starts from July to Sep, it lasts three months. And these three

months can bring more transhipment volume into Guigang ports.
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Table 4.6 Sugar Container Volume of Guigang Ports in 2012

Feb | Mar | Apr | May | Jun | in TEU

268 | 193 | 241 | 179 | 287

Jul | Aug | Sep | Oct | Nov

838 | 844 | 972 | 329 | 253
Source: PT AKR Corporindo Tbk

¢) One Market Develops Other Market

Anexample of Hua Run Company (Hua Run Co.) — one of AKR subsidiaries’ big
customer, its main principal product is cement. Its cement is used in the
construction of high-rise buildings and infrastructure projects such as bridges,
railway and roads. The cement product is made by mixing different proportions of
gypsum, slag and other additives to clinker. As the demand of the construction
material — cement enters into the high season from September causes that Hua
Run Co. needs to order the cement material — gypsum and slag more to make the
cement. Due to Hua Run Co. does the gypsum and slag transhipment in Guigang
Port so that Guigang Port’s volume will increases. We can see in Table 4.7, the
gypsum and slag volume of Hua Run Co. in 2012 is going up since September.
This example shows that one market can develops other market like Hua Run Co.
case, the increase of cement market demand can develop gypsum and slag market

increased.

Table 4.7 Gypsum and slag Volume of Hua Run Co. in 2012

Feb Mar | Apr May | Jun in Ton
16,162 | 35,907 | 36,893 | 45,714 | 46,655
Jul Aug Sep Oct Nov
38,215 | 48,129 | 53,500 | 55,824 | 55,910
Source: PT AKR Corporindo Tbk
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d) New Customers Come

The Commercial Department and Marketing Department discuss the strategy
together and look for more customers do the operation in the ports. The weekly
report in every month shows that the company successfully bring in several new
customers to do the transhipment through Guigang Port. Some new customers are
in the progress of negotiation, some are starting operating. The company will look
for and visit more and more new customer continuously so that it can bring more

benefit to company.

e) In order to be more competitive than other logistics industry corporation, AKR
companies should trend to develop the new business to match customers' demand

as the opportunity for opening the new market,

In order to let the potential factor come true, facing various opportunities, the
markets for the new products, new services or new businesses need to grow fast.
This means that they have to satisfy various customers’ requirements at a
competitive cost in the companies’ entire lifecycle. New products or businesses
need to develop continuously. That will be the opportunity for a company to move

towards a more optimistic territory (Phillp Michell, 2012).

f) Enhancing the technology of logistics is as the AKR corporation opportunity in

the trend of government policy.

To strengthen the autonomous logistical new technology research and
development, the logistics industry should focus on the key technologies of the
cargo tracking and positioning, radio frequency identification, logistics
information platform, intelligent transportation system, logistics management
software, mobile logistics information services. The related-association should
organize seminars in the field of logistics timely. Accelerate the development of
advanced logistics equipment, logistics equipment to improve the level of
modernization. In order to strengthen the logistical new technology development
and improvement, and logistics industry should promote the implementation of

the logistics government policy (State Council of China, 2011).
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g) The customers’ demand behaviour turns in convenient business environment.
Before AKR companies sent the cargo to the ports of other provinces. But now
the customers’ demand behavior has changed. They want to send the cargo to

their suppliers’ factory directly.

In researcher’s opinion, the companies may make the corporation with those

destination factories so that to expand the logistics business.

h) With the high labor cost in developed cities, more and more investors move
their factories from developed cities to the non-developed cities so that it can
reduce much cost. It may cause the population changing and also the people’s

working environment changing.

In researcher’s opinion, the factories move to non-developed cities, it’s a new
opportunity for the logistics companies in searching new customers to make a

corporation so that to increase the business operation.

i) As the technology created fast, the business environment gets into strong
competitive situation. AKR companies try to innovate and change the
technological opportunities and find out the innovation patterns so that the
companies can adapt this business competition environment and avoid the

possible of elimination.

Technological opportunities can change the business environment. It needs to
innovate and improve the patterns. The interrelationships between technological
opportunities, patterns of innovations and related competence requirements can be
approached through the concept of technological regime that seeks to relate
certain key dimensions of industrial and technological change to the organization,

nature and sectoral patterns of innovation (Nelson & Winter, 2001).

J) AKR companies’ customers focus on the operation efficiency in the coming
year. If the companies catch this chance to improve the efficiency, then expand
the operation management fast and make it flexibly, it will be a good

opportunities to get more customers.
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In fast-growing markets, the challenge is to meet huge demand and gain market
share while ensuring efficiency and the quality of customers’ services. That’s a
potential opportunity that the organization may consolidate a range of services
solutions into one location to provide greater efficiency for customers and deliver

many back office services tasks (Russell Hewitt, 2007).

K) The customers usually ask for improving the companies’ service quality. The
competitors of AKR companies give some promotion to the customers, so AKR
companies should improve the service quality which their customers required so

that it can be a chance to save the customers lost.

Delivering excellent service is a winning strategy. Service quality sustains
customers' confidence and is an opportunity for a competitive advantage. Yet
many companies are struggling to improve service, wasting money on ill-
conceived service programs and undermining credibility with management

rhetoric not backed up with action.

Excellent service is a profit strategy because it results in more new customers,
more business with existing customers, fewer lost customers, more insulation
from price competition, and fewer mistakes requiring the re-performance of
services. Excellent service can also be energizing because it requires the building
of an organizational culture in which people are challenged to perform to their
potential and are recognized and rewarded when they do. Service is a key
component of value that drives any company's success. To the customer, value is
the benefits received for the burdens endured—such as price, an inconvenient
location, unfriendly employees, or an unattractive service facility. Service quality
helps a company maximize benefits and minimize non-price burdens for its

customers (Leonard L. Berry and Valarie A. Zeithaml, 1994).
4.1.4 Threats
a) Economy Condition

In the market analysis report from General Manger of subsidiary, knowing that

the overall economic situation is still in downturn. The enterprise’s product is
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difficult to sell and the slow funds withdrawal affects the market. The enthusiasm

of their production is not high, thus the demand of raw material will be reduced.

The AKR subisidiaries are affected by the low International macro-economy, the
high season of market is not high, the coal price bounced a little, but the demand
of the market in downstream is not large, the competition is strong. The profit is
not large, the customers don't have the enthusiasm to operate so that the volume of

the ports is still low.
b) Surrounding Ports Promotion

There are some small ports in Guigang near the company’s ports. The contact
person told that the operation equipment of these small ports is not complete. In
addition, their investment is smaller than the AKR subsidiaries. In order to get
more customers, these small ports give some promotion to the customers. Based
on the analysis of Commercial Department, these small ports decrease their price
and give the free storage policy so that they can attract the customers. If the price
of surrounding ports is lower than the subsidiaries of PT AKR Corporindo Tbk,
the company may lost several customers. For the price, it’s not fixed. Different
customers have different price, it depends on their discussion result and

requirement in the contract. So the researcher cannot list the data in detail.
c) Coal Market

The AKR subsidiaries’ coal customers are mainly doing the Guizhou coal
business. Guizhou is the province which near Guigang. Even there is a few
customer still send the coal to Guigang ports for doing transhipment again, but the
overall situation is not so optimistic. Table 4.8 shows that the coal volume of
Guigang ports from Jan to June within 3 years. The coal market stays in going
down situation. In 2012, only little customers who insisted on market trade in
Guigang ports and mainly supplied for the surrounding factories. Competing with
imported coal and northern coal, Guizhou coal didn't have any advantage such as
price or others so that Guigang coal market is still in the situation of "high price

no market”, many customers have stopped to do coal trading temporarily.
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Table 4.8 Coal Trading Volume in the First-half of 3 Years

2010 2011 2012 (in tons)
Jan 1,026 1,892 834

Feb 1,674 1,602 1,171

Mar 213 2,167 40

Apr 2,536 3,910 0

May 1,339 905 0

Jun 0 389 1,156

Source: PT AKR Corporindo Tbk
d) Steel Billet Market

According to marketing manager, reflect that in 2012 the steel billet market in
South-western China is now mainly for local selling, only a small amount is sent
to Southern China. Resulting in Guigang port has no advantage to compete with
others. Based on the General Review Report in Marketing Department from
Director to CEQ, in 2012 the steel billet transhipment volume in Guigang ports is
almost 0. It’s a serious problem. And in the summary of customers’ list, we

cannot find any steel billet customers.

e) Customers’ needs or trends can change them away from the company. If the
logistics direction of customer has change, and the route which AKR companies

cannot provide, it can make the customers leave to the companies.

In researcher’s opinion, for example, one customer usually sends the product to its
supplier and the logistic direction is from Guigang Port to Yunnan Province. But
if this customer doesn’t make the corporation with that supplier anymore, then the
customer has another new supplier and it needs to send the cargo to other province
which the company cannot provide, thus the customer will stop the transshipment
operation in Guigang Port and away from the company. This also can be a threat
for AKR companies when some customers’ needs or trends have changed, it

causes that the company will lose several customers.

f) There is a latest regulation from Railway Bureau that impact the companies

which is limited the train wagons amount in the direction of Southern China to
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South-western China. It will affect the time of transshipment and bring the

dissatisfaction to customers.

In researcher’s opinion, the new regulation or law is made by the relative Bureau
in the country. It is irresistible. Some regulations are good for the business, but
some are not so optimistic for the company. If the regulation limits the operation,
it will make the customer dissatisfied. Afraid that it causes some customers lost.
Customers lost are a big threat for the company. No customer means no sales

income.

Every year, companies lose between 10% and 40% of their customers. Most
companies just assume those customers are gone and never coming back. After all,
if a customer stops doing business with the company, customers won’t do
business with the company again. As it turns out, it’s important to save a lost

customer than it is to gain a new one (Maggie Holben, 2010).

A lost customer means lost sales and revenue that are lost forever and also having
lost all their possible referrals, lost forever. It customer causes company confusion
and asking “why” we didn’t recognize the problem before they left. A lost
customer can have a negative impact on the confidence ofa company’s entire sta ff.
And they will likely tell others about it or reason for loss. It can send messages of
doubt to company’s suppliers, supporters, bankers, marketing partners, etc (Mike
Henning, 2010).

g) The competitors of Guigang ports are the surrounding ports. These competitors
use the free storage fee strategy to attract the customers. And also the price war is
also the competitive advantage of surrounding ports. Two of these main strategies

will threat Guigang Port’s operation.

The company worried about the customers change the logistic service operation
into surrounding ports due to those ports gives the free storage promotion. It has a
big percentage of storage revenue in Guigang ports. If Guigang ports also give all
the customers the free storage charge, the revenue will be decreased in a big

amount.
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Startups that target profitable and growing markets with high returns should
realize that these will draw many new entrants. It will certainly also decrease
profitability over time, as well as test the company’s sustainable competitive
advantage. That leads competitors take strategies to give the low price, promotion,
switching cost to attract more customers. The company’s position in the industry

will be threatened by the strong competition (Marty Zwilling, 2012).

h) The biggest barrier that prevents AKR companies’ development now is outflow
of talents. If one high-level manager has resigned, the staffs are not familiar with
those jobs so that there are some works that no one can follow up. It may prevent
some important cases which need to continue. And it’s not easy to find a good
talent in a short time. The operation business is difficult to run and it will be a
threat for company’s development. Thus the companies should prepare the talent

storage to overcome that situation happened.

Despite the continuing caution exercised by many organizations amid ongoing
economic uncertainty, a substantial proportion of employers around the globe
identify a lack of available skilled talent as a continuing drag on business
performance (Manpower Group, 2012).

In recent year’s research, over a third of the employers reflected that they were
unable to find the talent their organizations need. That so many employers
continue to identify talent shortages as a barrier to their business goals defies
prevailing logic, especially when viewed against the high levels of unemployment
in many economies—particularly among young adults. Overwhelmingly, a lack of
available candidates with the right technical expertise and employability skills

continues to vex employers (Manpower Group, 2012).

4.2 SWOT Matrix of PT AKR Coporindo Tbk

IfSWOT Analysis just includes the 4 areas of S-W-O-T as a four box matrix, then
it’s too simple to develop the strategy. In order to enhance SWOT Analysis, the
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researcher would like to use individual or collective quadrants to address another

guadrant. That’s the SWOT Matrix. According to the strengths, weaknesses,

opportunities and threats analysis above, the researcher will analyze the strategies

based on the SWOT Matrix (see Figure 4.3).

Figure 4.3 SWOT Matrix of PT AKR Corporindo Tbk
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4.3 Development Strategies

4.3.1 S-O Strategies

This strategy is using strengths to take advantage of opportunities and the

explanation is as below.

a) In last section, we can know the company has the opportunities which is high
season can bring high volume. Meaning that if this period is the high season of the
cargo, the transhipment volume of this cargo will be increased. In the other word,
the more cargo come or go to the port, the more service we should provide. Due to
Guigang Port is the centre port in Southwest China which serves Guangxi,

Guizhou, Sichuan and Yunan Province. It can provide the service to many cities.

In this situation, the Marketing Department and Commercial Department should
catch this good opportunity to pay attention to the high season products in every
period, and do some action to find more customers in that period. Others
Department need to continue to strengthen the internal management, make the
overall arrangement and ensure the serviceability rate of the vehicles so as to
ensure customers' cargo get in and out smoothly in the port. Good quality can
bring good reputation. Only the company offers a good service, the customers will

come again and help to introduce the company to others.

b) If one market gets better, and develop others market. Like the cement market
gets better, especially for a big cement customer named Huarun Co. Its volume
increased and also can bring the relevant cargo -- slag and gypsum transhipment
volume increased. This also is a good opportunity to increase the volume so that
get more benefit. What the company should do is that integrates this opportunity
with the location advantage, be more focus on following up the business trend of
the customers in surrounding provinces. Try to find out more relevant cargo

which its market can be developed.

In addition, the company should coordinate with Operation Department to do a
good work of operation. The Operation Department should attach great

importance to and solve the utilization rate of the yard and rationality. Especially
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the company should pay more attention to ensure the efficiency and reduce the

deviation, so as to avoid customer's loss and reduce customers’ complaints.

¢) The Commercial Department should collect the information about other
potential customers which locate in surrounding cities. Then make a plan to visit
them and negotiate with them to make the cooperation, give some promotion so

that it can bring more new customers
4.3.2 W-O Strategies

Overcome weaknesses by taking advantage of opportunities which is explained

below.

a) Because of the low volume result in the low equipment utilization, if the
relevant departments catch the opportunities of high season product and other
market be developed which have explained in S-O Strategy part and it probably
may bring much more volumes into Guigang ports. So the equipment asset
utilization will be higher than before as a result of the equipment capacity is

enough for providing service to customers.

b) In 2012, the government has revised some policy about the Custom cancel the
regulation published in Dec 2011 that all exported wood board loaded with
container shall be loaded in AKR's Custom Supervision Zone. This policy can
indirectly improve the loading efficiency. The company shall make full use of this
policy to expand its outgoing volume of wood board so that to increase the
outgoing volume of exported container in Guigang ports. Once the container’s
volume is increased, AKR subsidiaries should make the reasonable arrangement
and utilize its equipment advantage well to operate those transhipment cargos and
offer a good quality service to customers. Thus, the equipment utilization may

become higher.
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4.3.3 S-T Strategies
Use strengths to reduce threats and the explanation is as below.

a) Even the surrounding ports have a strong competition with the company in
price war. They are still the small ports with the small investment. Their
equipment types are not enough to operate all kinds of cargo. But Guigang ports
have the enough equipment assets to handle all. Well then, the company can

improve its quality of service to compete with them:

1). Reasonably to arrange the yard utilization and equipment if the cargo are more

than planning.

2). Continue to strengthen the internal management.

3). Improve the employees' enthusiasm so as to let the customers satisfied and

reduce customers' complaints.
4). Ensure the quality of service and promote the good reputation of the company.

b) Due to the steel billet market is going down, the company should continue to
focus on the market change and plan to develop much more corn, steel pipe,
fertilizer and other cargo to replenish or replace at the same time. Actively to
expand the market, attract more diversified cargo transhipped through the port. By
the way, try to contact with the potential customers and develop the new

customers.

c) In 2012, the coal trading of AKR subsidiaries are stagnant because of the price
war. Many customers stop to do coal trading in Guigang ports temporarily. But
the AKR subsidiaries cannot give up due to the competition. And it should find

out the solution to let the market turn around.

AKR Coal is a subsidiary of PT AKR Corporindo Tbk in Indonesia. It owns 5
coal mining concessions and enough in paid-in capital. And the Chinese
subsidiary also does the coal trading, they can consider to have business
connection with the subsidiary in Indonesia to do the imported coal trading and

not just do the Chinese coal trading if there is no competition advantage. Once the
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company does the business with AKR Coal Company, it has many advantages
such as supply of coal or price to cooperate with intercompany. If the price can be
accepted by the customers, the coal market will probably get a little better, main
customers choose to operate with Guigang ports again, although their volume is

not large at the first time, it also shows the change of the market.

The company should keep the communication with the customers in order to
understand their plan and consideration, and arrange the yard reasonably. The
company needs to strengthen to collect the coal market information so as to
update the market data. The company should continue to follow up the customers
whose cargo does the transhipment in the ports. Actively to contact with all the
big customers, understand their latest trade plan so as to do well the preparation

work of handling cargo.

In different quarter or period, the manager may plan to go business trip to visit the

customers, understand their coal market further situation and make the new plan.
4.3.4 W-T Strategies
Minimize weaknesses and reduce threats. The explanation is as below.

a) The key internal problem in the company is that the employees are not stable in
2012. The new employees usually left the company within 2 to 6 months. The
main reason is that the piece wage is low. Suggested that to adjust the employees
and rearrange scheduling. HRD should consider reducing the employees’ quantity
to make good use of human resources to improve the employees' salary. It needs
a clear direction of next-year's salary proposal. Maybe the HRD can carry out
performance assessment and put into trial implementation like basic salary and

performance pay so as to enhance the employees’ work enthusiasm.

And according to HRD’s report, the employees reflected that it was for two years
since the company arranged the physical examination last time. Suggest that to
arrange the physical examination as soon as possible, so that to make the

employees are satisfied.
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b) Avoid the equipment accident. To make a periodic check and do a good job
with the maintenance for equipment asset so as to avoid the accident happens too

frequently. Meanwhile, it can solve the low equipment utilization problem.

c) For those outstanding account receivable, the relevant departments should
make a collection plan in detail. It's a large amount. The company should talk to
the customers and remake the detail of account receivable in the contract. And
visit several top customers, send the email or make a call to talk to them. The
company may try the best to collect the receivable and avoid these receivable

become bad debt.

d) HRD got a little hard to recruit new employees. So it’s lack of employees in
each department. Especially it’s lack of technician in Operation Department.
There is another good way to recruit the right person which is to make the
employment cooperation with the colleges and universities. In colleges and
universities, HRD can look for the students who almost graduate from campus
and take the relevant major that they need. Then the company can arrange these
students to have an interview. For who achieve their requirement that the students
can join the company as internship program or contract employee. For example,
the student’s major is mechanical maintenance, he/she can join to maintenance
group due to the frequent equipment accident. Thus HRD is easy to recruit the
right employee in this way. Once the major and job description is a match, it’s
easy for them to adapt the job environment because of their rich knowledge in

campus.

e) Since the company is an international company, the communication between
two countries’ subsidiaries is used by English. Now the subsidiaries in China only
have two people who can speak English. Absolutely it’s not enough for it. The
company may not recruit more professional English translator. It’s better to recruit
the employee in each department who has his/her professional knowledge skill
and also can speak and read the basic English. Once the Headquarter sends the

email to subsidiaries in China, the relevant department can handle by itself and no
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need through the translator to translate the email first. It can save a lot of time for

understanding what the situation is.
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CHAPTER V

CONCLUSIONS AND RECOMMENDATIONS

5.1 Conclusions

By having the whole research on the SWOT Analysis and development strategy of
logistic services in Guigang ports (China) in PT. AKR Corporindo Tbk, the
researcher is now able to conclude several things that need to answer the research

question and thus achieve the objective of this research.

First ofall, the factors that are responsible for the loss situation under the stagnant
market are the weaknesses and threats in subsidiaries of PT AKR Corporindo Thk
which are listed in Chapter IV. It is concluded based on the external and internal
information, report, analysis, and data which are contributed by PT AKR
Corporindo Tbk. Actually those factors come from the company’s weaknesses
and threats itself, they include internal environment and external environment. It’s
impossible that one company only exist its strengths and good opportunities.
Every company also has its weaknesses and threats more or less. We cannot
control it, but we can try to solve and avoid it so that we are confident to compete

with other company.

Then the researcher exploits the development strategies to let the market turn
around based on the SWOT Matrix. The researcher is not sure that these
development strategies are all useful to let the market better. But these strategies
are researched through the complete analysis. The results are not only from one
aspect or simple way. They are combined with different aspects to get it. So they
are still good suggestions to change the stagnant market situation. At least the
company doesn't get loss too much. The importance is that those strategies must
have the leaders to manage their teams to do the action. After the research left this
company, the two contact person in AKR subsidiaries tell that now the market is

still bad or worse. Even we see the good aspects in the company from its strengths
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and opportunities, but compared with previous years, the company still stay in the

stagnant situation in 2012.

5.2 Recommendations

In this research, the researcher analyzes the strengths, weaknesses, opportunities
and threats of AKR subsidiaries and gives some development strategies. Here are

some suggestions from the researcher as follow.
a) For Company

The S-O Strategies, W-O Strategies, S-T Strategies and W-T Strategies are
analyzed base on the SW.O.T of PT AKR Corporindo Tbk that the researcher
exploits during the internship program. It has the time limitation. Those strategies
only can be used in a short-term period. The researcher suggests that the company
should connect its latest internal and external environments which are strengths,
weaknesses, opportunities and threats to search all the possible strategies.
Meanwhile, the company should update and be familiar with the information from
its competitors and external business world so that it will have the strong status to

beat others.

Furthermore, the manager in the company as the decision-maker should have the
clear and right direction to report to CEO and guide the employees. At the same
time, remember to motivate the employees. As the researcher knows, employees
are the main assets of the Company. Without reliable employees, Company
strategies and programs could not be executed well. Employees are the ones who
ultimately determine whether predetermined performance targets can be achieved.
The researcher suggests that the manager should design some policies for
encouraging the employees who work hard and performance well such as travel
without cutting salary. This policy design can reduce the employee turnover so

that the employees can work in a long time and accumulate more experience, also
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the company can keep these employees to achieve the short-term goals and long-

term goals. That’s the win-win situation.
b) For Further Research

After finding out the strengths, weaknesses, opportunities and threats in the
company and combine them to develop the strategies. The researcher suggests the
further research to exploit the factors deeper, the more the better. If the aspects are
more complete, the study and strategies will be more successful. Especially if one
aspect or factor to be researched, try to compare with previous years’ data, may be

the researcher can find out more things to prove that aspect or factor.

Moreover, it recommends for the further research that may find another company
which has the familiar character in the same industry and do the comparisons

between the two companies. The research can be persuaded stronger.
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APPENDIX1 - FINANCIAL STATEMENT IN SUBSIDIARIES
OF PT AKR CORPORINDO TBK

Consolidation of Financial Statement in Subsidiaries of PT AKR Corporindo
Tbk

12M2011 6M2012 In CNY

INCOME STATEMENT

Net profit/loss 9,160,108 -12,758,149
BALANCE SHEET

Total Assets 778,265,936 | 763,317,015
CASH FLOW

Cash and Cash Equivalents at
the end of the period ALESLEYY | LSRRI
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APPENDIX?2 - LIST OF QUESTIONS

. Does the company have patents in place?

. Does the company have any cost advantages (access to cheaper resources)?
. Does the company make use of exclusive distribution rights?

. Does the company have any logistical advantages?

. What does the company do better than anyone else?

. What does the company’s customers see as its strengths?

. What might the company’s competitors say are its strengths?

. Is the company missing patent protection in certain areas?

. Is the company’s resources too expensive, or its cost structure too expensive?

. Is the company’s distribution channels weak?

. Is the company’s distribution rights non-exclusive or shared?

. What do the company’s competitors do better than the company?
. If customers have left the company, why was this?

. If the company is consistently failing to make sales, why is this?
. What might the company’s competitors see as its weakness?

. What are the major trends in the marketplace?

. What are the trends in government policy/law?

. How are people’s social behaviours changing?

. How are populations changing?

. What is the situation of the market now? Is it still stagnant?

. Can you help me to list all kinds of factors that affect the market?
. Can you send me the list of asset equipment and their capacity?

. Can you send me the monthly utilization of asset equipment since Operation
Department has made the summary?

24. What is the coal trading currently? How about the coal market competition?

25. Can you give me the data about coal trading volume of previous years?

26. What are the issues in each department? Especially for Operation Department,

Human Resource Department and Marketing Department.

27. Can you give an example of high season product?
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28. Is there any market can be developed so that to improve Guigang Ports’
volume?

29. How about the collection of Account Receivable? Is it still difficult to collect
those? Can you give me the collection amount of this year and previous years?

30. Is there any opportunities in Guigang Ports?

31. Can you list the issues that threaten Guigang Ports development?

32. Is there any useful issues that can offer to me and be helpful for my research?

33. How are environments changing?

34. What is likely to be the company’s competitor’s focus in the coming years?

35. What are customers asking for?

36. How are peoples lifestyles, working environments changing?

37. Could customer needs or trends shift the company’s customers away from it
or its product?

38. Are there potentially new laws or regulations which could impact the

company?

39. Is the industry or the company’s consumer moving the same direction?

40. Could new technology render the company’s business/project/skills obsolete?

41. Can the company determine its competitor’s strategy and how much should be

worried about this?

42. What barriers are in the company’s way preventing it from getting to where it

wants to be, and can these be overcome?
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APPENDIX3 - FINANCIAL HIGHLIGHTS

Here is the of Consolidation Financial Statement PT AKR Corporindo Thk from
2009 to Sep 2012 as below:

Consolidated Financial Statement
(Amounts are expressed in billions of Rupiah, unless otherwise stated)

2009* 2010*| 2011 9M12

STATEMENTS OF INCOME

Sales and Revenues 7489 10321 18806 16,305
Gross Profit 480 621 1,052 909
Profit from Operations 288 357 725 608
Profit attributable to equity holders of the parent entity 291 325 2309 482
Core Profit 291 325 619 482
Earnings Per Share (Rp) 90.94  87.08 60529 12538
Current Assets 2690 4839 5227 5772
Non-Current Assets 3527 2940 3191 4,020
Total Assets 6,217 7779 8418 9,791

Current Liabilities
Non-Current Liabilities
Total Liabilities

2810 4009 3860 4702
1,044 831 886 897
3854 4840 4746 5598

Equity attributable to the equity holders of the parent entity 1876 2466 3479 4,007

Non-Controlling Interest
Total Liabilities and Equity

486 472 193 186
6217 7779 8418 9791

Current Ratio (x)

Total Liabilities to Total Assets (x)

Net Gearing (x)

Gross Profit Margin (%)
Operating Profit Margin (%)
Net Profit Margin (%)

Total Asset Turn Over (x)
Return on Equity (%)
Return on Assets (%)

1.0 12 14 12
0.62 0.62 0.56 0.57
1.0 04 -0.1 0.1
64 6.0 56 56
39 35 39 37
39 32 123 3.0
12 13 22 22
155 132 17.8 16.0
47 42 74 6.6
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