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Executive Summary

P —

The current Indonesian economic condition is characterized by having tremendous
influences from the political situation as well as economic condition in the region. ._
The above circumstances will unavoidably, directly or indirectly, impact the business r
of PT KONEBA. In order to survive in any kind of situation, favorable or g
unfavorable to PT KONEBA, a robust strategy needs to be developed. For that ‘
reason, a field study was conducted with the purpose of defining a robust strategy

for PT KONEBA to survive and excel in rapidly changing environment.

A series of interviews were conducted by a group of IPMI students involving most
of the key managers and staffs of PT KONEBA for the purpose of gathering required
information to be analyzed later.

As the result of the interviews, the group was systematically able to identify major
issues and concerns faced by PT KONEBA. The issues and concerns were then
grouped together according to their characteristic such as corporate strategy,
people, marketing, organization, project, HRD, finance, technology, environment,
government relation, government policy, economic condition, and social. A set of
focus questions was also prepared to provide directions in analyzing the issues and
preparing the robust strategies for PT KONEBA to survive in the market.

; The process was then followed by a one-day workshop for scenario planning
3, purpose, conducted by the IPMI students and participated by PT KONEBA's senior
executives, managers and staffs. During this session, the issues and concerns
were listed and grouped together into controllable and uncontrollable ones. The |
controllable issues were further categorized as portfolio or main issues and

supporting issues.

On the other hand, the uncontrollable issues were further selected and used as the
key driving forces that would be considered in the process of answering the
strategic focus questions. The selection and prioritization process was performed
by the executives and managers of PT KONEBA considering those having the most
substantial impacts to the business of the company.

e 0 i ce e A e A T

The two most crucial uncontrollable issues which were "Government Policy" and
"Economic Condition" were then referred as the "primary key drivers" where each

iL
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1PMI Group Filed Project: PT KONEBA Persero - 2

of the key drivers was viewed as a continuum from one state to the other i.e. good
to bad.

With those two axis crossed together we then can have four quadrant and each of

them resembles the particular scenario resulting in four different scenarios:

1. Scenario-1, characterized by booming Indonesian economy and favorable
government policy towards the business of PT KONEBA where the environment
is quite favorable to PT KONEBA. This scenario was then referred as "Winds

from Heaven" or “Angin Sorga”.

2. Scenario-2, characterized by booming Indonesian economy and unfavorable
government policy towards the business of PT KONEBA where the environment
is highly competitive. This scenario was then referred as "Swaying Coconut

Leaves" or “Nyiur Melambai”.

3. Scenario-3, characterized by busting Indonesian economy and unfavorable
government policy towards the business of PT KONEBA where the environment

is quite tough. This scenario was then referred as "Bleak Future" or “Madesu”.

4, Scenario-4, characterized by busting Indonesian economy and favorable
government policy towards the business of PT KONEBA where the environment
is neither favorable nor unfavorable. This scenario was then referred as "La

f-gug |}

Nina".

The situation in each scenario was then described explaining major aspects such as
political condition, economic condition, government policy, infrastructure,

technology and environmental issues on energy.

To see how PT KONEBA will perform in the circumstances described in all scenarios,
a win tunneling exercise was conducted. The result showed that using the existing
strategies and resources, PT KONEBA would only be able to survive in the market if

the condition persists as stated in scenario-1.

For each scenario a series of implications was determined as a result of the
condition described in there.  Strategies to face the implications were also

developed accordingly.

The strategies in the four different scenarios were then reviewed to find out
common elements, which would work in any scenario. These would later become
core strategies. Some strategies that would only work in 1 of 2 scenarios were

Executive MBA 97 - July-December 1998 Defining Robust Strategy for PT KONEBA (Persero) to Survive and Excel In A Rapidly Changing Environment
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1PMI Group Filed Project: PT KONEBA Persero -

then listed as scenario-specific strategies. Several key strategic elements out of
these scenario specific strategies were selected and put as contingent strategies.

Finally the strategies were used as a base for the group to develop conclusions and

recommendations.

Based on our findings we were able to develop primary conclusion. Our interviews

with PT KONEBA and its customers revealed some relevant issues and concerns.

The areas that we feel require improvement are:

¢ Company strategy, vision, mission, goals and objectives,

¢ Delegation of authority and empowerment including human resource
development,

* Making optimum use of the marketing force,

¢ Productivity and professionalism among the staff members, and

* Company image as a result of product and service quality offered which is

reflected in the customer satisfaction.

The low energy price is also a major concern for PT KONEBA which substantially

lower the awareness for energy conservation in the community.

Being a state owned enterprise and getting some privilege from the government is
one of the strengths that PT KONEBA posses besides having quite a number of

experienced people to perform the service offered.

As a final part, strategic recommendation is also given to address the issues and
concerns faced by PT KONEBA. Clearly defined corporate strategy, mission, vision,
goal and objectives are crucial matters that need to be addressed and well

communicated to the employees.

A related diversification to potential opportunities available in the market is also

recommended during the “low season” period.
p

In the sales and marketing area attention should greatly be paid to customer
satisfaction by means of improving professionalism of the field people. The driving
force behind this is an appropriate reward system in order to motivate the people.

Organization structure should also be aligned with market demand by having a
project-based matrix organization structure without neglecting key-account
coverage. Internal bureaucracy should also be minimized when necessary to slash

low productivity.

Excutive MBA 97 ~ July-December 1998 Defining Robust Strategy for PT KONEBA (Persero) to Survive and Excel in A Rapldly Changing Environment
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In the human resource area, a quality hiring is imperative while the qualified people
should be maintained in the organization. The release of non-performers should
be dcne when necessitates.

A good skill of project management is mandatory to ensure projects are well
managed and up to standard.

A company name we believe should resemble its business and sound
representative, attractive and easy to rememter. For that reason a change in the
company name should be considered.

We understand that implementing the directed recommendations is solely at the
discretion of PT KONEBA but it is advisable that the implementation be prioritized
and carried out accordingly.

. Executive MBA 57 - July-December 1998 Defining Robust Strategy for PT KONEBA (Persero) to Survive and Excel in A Rapidly (hanging Environment
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Chapter 1
1.1.
1.2.

Introduction

PT KONEBA (Persero) is an Indonesian state-owned company established as a
quasi-private industrial energy conservation corporation in 1987. The company
has experienced different highs and lows in its operations since then. After the
1997-98 big economic crisis that hit most of Asia including Indonesia, the company
has to look for alternative solutions to survive and succeed in the bad economic

situation. In performing the study, a scenario-based planning approach is used.

Objective of the Study

The objective of this study is to assist PT. KONEBA (Persero) in identifying the
implications of the rapid changes in current business and environmental conditions
on the company business and to seek robust strategies for the company to survive
in such conditions, considering its corporate and marketing strategies, and all its

support functions.

Scope of Study and Research Methodology

This scenario-base planning study is aimed at:
1. Business environment analysis - macro & micro
2. Marketing strategies in different scenarios

3. Business development and diversification

Analysis Method

In anticipating the uncertainties in the future business environment of PT KONEBA,
a scenario-based planning approach is used in this study. This method minimizes
the over-influence of historical data normally used by conventional strategic

planning analysis method.

The technique involves developing several different scenarios and yet possible
future worlds. These worlds represent different ways in which current trends and
influences could move.  Here, the scenarios are used to help the process of

creating the ideas about future sources of competitive advantage in three

| TYeCUtive MBA 97 - July-December 1998
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consecutive ways.

First, the scenario werlds are used to help focus attention on further analysis of the
opportunities and to judge what the competitors are likely to do. Secondly, the
scenarios are used to compare company’s list of strategies against each scenario
and see whether they will perform successfully in each of them. Thirdly, the
scenarios are used to generate different ways of adding value under different
scenarios. The scenarios give directions for either expansion of the companies

(through different types of diversification) or divestitures and downsizing.

Method of Study

Data gathering and problem identifications were conducted through a series of

interviews, discussions, field surveys, and a workshop attended by PT KONEBA
Managers.

Data analyses and inferences were performed using both induction and deduction
L approaches utilizing qualitative and quantitative studies.

AN T T L e

The study involves the assessment of PT KONEBA's (Persero) corporate strategy,

marketing, project, organization, management, financing, and technology
acquisition.

Output

‘ The output of this study is the scenarios and strategies that cover different worlds
as the business environment changes. The output of this study is a set of strategic
recommendations that consists of long and short-term strategies for PT KONEBA to
cope with the current and different future environment.

R ST e e
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2.1.

2.1.1.

MBA 97
Jy-Decamber 1998 Defining Robust Stra

-' tegy for T KONEBA (Persero) to Survive and Excel In A Rapidly Changing Environment

Current Situation

Country’s Highlighted Profile

The political scene

Mr Habibie establishes an identity

Two months since his unexpected rise to the presidency, Bacharuddin Jusuf Habibie
was almost looking secure. His own growing confidence was evident by mid-July
when he refused to rule out standing for a second term. Mr Habibie had been
Suharto’s protégé since childhood and owed his election as vice president in March
not to his power base (which was tiny) but to his mentor. His became president in
May only because it was constitutionally required once Suharto stepped down.

Since taking over from Suharto on May 21* Mr Habibie has plainly recognized that
his political survival depends on his ability to play to the diverse constituencies that
forced Suharto to step down and now dominate the political landscape. These

constituencies are:
the military high command, led by the defense minister and armed forces

commander, General Wiranto,
the economic policymakers in the cabinet, among whom the co-ordinating

minister for economic, financial and industrial affairs, Ginanjar Kartasasmita, the

most prominent, both in terms of his present job and his political ambitious,

« the various strains of political Islam,
the markets, the multilateral financial institutions and the governments of leading

donor countries,
the loose opposition of politicians, students and non-governmental crganizations
(NGOs) whose pressure toppled Suharto and whose constituent parts have now

gone in their own directions.

The main political forces are in no hurry to take over

The various domestic constituencies that make up the new political landscape either

do not see it as in their interests to challenge Mr Habibie for now, or do not have the
attempts at reassurance

clout to do so. For that reason the fact that Mr Habibie’s
The two forces crucial

have not really satisfied them probably do not eally matter.

-

]
-

Scénhed by CamScanner



Filed Project: PT KONEBA Persero
[pMI Group 7 page 8

to Mr Habibie's survival in power are the armed forces and the cabinet technocrats
led by co-ordinating minister to economic, financial and industry affairs, Ginanjar
Kartasasmita.  The military chiefs will tolerate him as long as he holds the line
against policies they will not stomach, in particular against a tilt towards political
Islam that would offend the secular forces that now dominate the upper ranks of the
armed forces (and expose them to embarrassing investigations of the past cases
involving the military suppression of Moslem).  Mr Habibie will not suffer the
withdrawal of support from the economic policymakers in his cabinet that proved
fatal to Suharto, as long as he continues to support the policies agreed with the IMF.
In the face of the emergency now facing the economy he has little choice but to

accept these policies.

Two political blocs are emerging as the main contenders for power

The mainstream opposition will not challenge Mr Habibie's timetable. It might have
preferred the presidential election to be held sooner than under Mr Habibie’s plan,
but the constituents of this opposition no longer see the few months that distinguish
Mr Habibie’s timetable from their own as evidence of time-wasting and bad faith on
the part of the new president. Moreover, after years of government interference
and suppression the opposition needs to build up its organization and cements
alliances. It now seems probable that two or three blocs will be the main
contenders for power in the general election to be held in mid-1999. Although both
will contain sectarian strands, in neither will these be dominant. They will be:

e a Java-based nationalist alliance based on PDI Perjuangan, the version of the
Partai Demokrasi Indonesia run by Megawati Sukarnoputri (former president
Sukarno’s daughther); and the Partai Kebangkitan Bangsa (National Awakening
Party, PKB), a new party formed by members of the country’s largest Moslem
social organization, Nahdlatul Ulama (Awakening of Moslem Scholars, NU);

e Partai Amanat Nasional (People’s Mandate Party, PAN) a new party led by the

Moslem modernist, Amien Rais, also involving secular politicians and intellectuals

possibly allied with modernist elements

and based on non-sectarian principles,
angunan (Moslem

from the Suharto-era Moslem party, Partai Persatuan Pemb

United Development Party, PPP), and the newly formed modernist party, the

Partai Bulan Bintang (PBB).

Assuming these alliances win the largest shares of the votes in the general election

nd Excel In A Rapidly Changing Enviranment
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they are also likely to provide the two main contenders for the presidency later in
the year. Under this scenario the presidential contest would pit Megawati against
Mr Rais. An arrangement under which the two blocs enter into coalition, with the
larger one taking the presidency and smaller one the vice-presidency with cabinet
post allocated on the basis of parliamentary strength, would be in the consensual

spirit of the times.

Mr Habibie’s chances of winning a second term - a situation he no longer completely
rules out — rests with the Golongan Karya (Golkar), which won 74% of the votes in
the last general election. In the coming election Golkar will no longer enjoy the
institutionalized support of the armed forces and bureaucracy, which was essential
to its massive electoral victories during the Suharto era. Furthermore, the
amendments to political parties and electoral laws will end the discriminatory

treatment that was the other foundation of its electoral strength.

2.1.2. The economic situation
The economy will stay in a critical state

The current level of political uncertainty and the fear that things could get a lot
worse are important reasons why international confidence in Indonesia is still low.
The clearest manifestation of this is the weak rupiah, which is hovering at around
80% below its pre-crisis level. The continued insistence by the IMF on handing out
its disbursements in monthly installments is taken as a vote of no confidence in the
new government. Even an extra $6bn in IMF-sponsored funds and nearly $8bn in
quick-disbursing program assistance from Indonesia’s aid consortium has barely
moved the markets. The EIU (Economist Intelligence Unit) assumes that these
capital inflows will strengthen the rupiah over the next two years, but essentially the

economy will remain in a critical condition during the forecast period. The latest

IMF program is an emergency program that sanctions a budget deficit equivalent to

8.5% of GDP to pay for an enormously increased subsidy bills. This is to meet the

needs of an economy in which poverty is already back to the levels of the mid-1970s
and the unemployment rate is approaching 20%.

The economy is in for at least two years of contradiction. GDP is now expected to
fall by 15% in 1998, and by 2.3% in 1999, Preliminary production-based GDP data

show a decline in output of 12.2% in the first half of 1998 compared with the same

rvive and Excel in A Rapidly Changing Environment
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period of 1997.  ARer accelerating from 7.9% in the first quarter of 1997 to 16.5%
in the third, the rate of decline is expected to hit its low point in the third quarter of
1998 before moderating in the fourth as the basis of comparison becomes the
already-stagnant fourth quarter of 1997, On a production basis, manufacturing,
construction, trade and financial services will continue to suffer the most serious

declines.

Agriculture will prove relatively resilient, but by no means immune to the crisis.
This year rice output has been affected by the drought related to the El Nino
weather phenomenon, but has also been hit by such crisis-related phenomena as

low procurement prices and lack of access to credit for the purchase of inputs.

Indonesia’s recovery from its last major economic crisis in the mid-1960s was rapid
for several reasons. One was its large agricultural sector and its tiny manufacturing
base. Another was a change of government that created foreign confidence and led
quite quickly to large inflows of foreign direct investment (FDI) and aid. A third was
that it was a tiny economy in which financial institutions were rudimentary. None of
these conditions now apply; the manufacturing and financial services sectors have
broken down and will not be quickly restored, FDI will be scarce over the next two
years, and aid will be for emergency rather than productive purposes.

The 8.5% budget deficit is now on paper more than fully funded by foreign aid.
Some of the assumptions made by the government-that previously off-budget funds
can be incorporated into the budget, that $1.5bn can be raised in privatization
receipt and that state enterprise revenues can be boosted-look vulnerable. There
will also be a sharp increase in the rupiah cost of servicing government domestic

debt, and high inflation could well push the subsidy bills further up. Moreover the

most important component of its revenue - non-oil and gas domestic receipts - is

collapsing as a result of the severe recession.

Rapid monetary growth will keep inflationary pressure high
The depreciation of the

f the distribution system

have already ensured an average inflation rate approaching 80% this year. ~Some
next year. However, inflationary pressures

pidly as the authorities

Inflationary forces will remain strong whatever happens.

rupiah, the problems of agriculture and the breakdown o

relief in all these areas is likely over the
Money supply has been growing ra

will remain strong.
High nominal interests have

channel funds into the ailing banks and into subsidies.

Changing Environment
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not been sufficient to Mop up these funds through opan market aperations,
(Indeed, by ralsing costs, high Interest rates may actually be fuelling Inflation),
Large Inflows of official capital to fund ruplah-financed hudqet spending on subsidies
and other areas will keep nflationary pressure from money-supply growth high over
the next year,

Forecast summary
(% bn unless otherwise Indicated)

| e [ e | tooe | 1emoc |
Real GDP growth (%) ) 0“87)'“ hh;.—ﬁh*h “‘l’é}f’* 7“2-3: il
Consumer price lnnatlonﬁ(“;;;k "’;)—‘ -_h-f\!.ﬂo_-m —-~7~5~ v;‘l-;)w ._;;;0
Exports fob s02 | s63 | 523 | 518
Import fob Cw2 | w2 | w6 | e
Current-account balance _—“7—7_ -—“4*8—‘ M";;m D —BIM“
Exchange rate (av; Rp:$) 2,342 2,909 ° 10,655 *9,500

? Actual. ° EIU and officlal estimates, © EIU forecasts.

These capital inflows will eventually help stabllize the ruplah, as will the surplus on
the current account. Demand growth In two of its main markets, Japan and the
Assoclation of South-East Aslan Natlons (ASEAN), will contract in 1998 and will be
flat at best In 1999. Partly because of the Aslan crisls, GDP growth in the US,
Indonesia’s third main market, will slow over the next two years. Weak world
demand will translate Into slower world trade growth. Reflecting this slowdown,
prices of Indonesia’s leading exports will be weak. There will be sharp falls in the
prices of soft commodities and Industrial raw materials this year, which will not be
made up by the modest improvement In prices expected in 1999.  The oil price Is
expected to show a similar pattern: after falling by more than 18% in 1998, it Is

expected to Increase by 7% next year, but at around $17/barrel it will stay well

below mid-1990s levels. The dollar price of manufactured exports will also be

weak, reflecting weak demand, currency realignments and other downward
pressures on costs In Asla and elsewhere.

Any hope of an export-led recovery rests on achleving healthy volume growth, But

that Is precluded by the unhealthy state of the productive base and shortages of

and Excel in A Rapidly Changing Environment
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working capital and trade finance, and an export-led recovery will therefore be slow
in coming.

2.1.3. Energy

Despite the long-term prospect of oil imports, Indonesia’s oil-and-gas export sector
has received some good news. The number of wildcat and appraisal wells drilled in
1996 rose to 100 after falling for five straight years to 75 in 1995. What was even
more impressive was the jump in development wells from 609 in 1995 to 952 in
1996. Activity was due to continuing to increase in 1997.

Indonesia’s Natuna gas field, said to be the biggest in Asia, gained an important
potential buyer in May when the state-owned Petroleum Authority of Thailand signed

a memorandum of understanding for future purchases.

Indonesia’s other big undeveloped offshore gas field, Wiriagar, may be even larger
than first estimated. The field will prove to be one of the best exploration finds the

industry has made in recent years.

2.2, Indonesia's Emerging Energy-Efficiency Market

Indonesia is a potentially enormous market for energy efficiency products and
services. The economy was growing steadily, by six to seven percent annually, with
matching growth in overall energy demand. But demand for electricity was growing
much faster - at 15 to 17 percent per year - and would necessitate estimated
investments in electricity capacity of $5 billion annually through the year 2002. The
Indonesian government is encouraging foreign investment and private-sector
competition to sustain the robust economic growth into the next century.  As has

been the case with other Asian nations, the structure of the Indonesian economy

has changed dramatically in the past twenty years. In 1970, 35-percent of gross

domestic product was generated by agriculture; in 1991, this sector accounted for

less than 20-percent, while industry had emerged as the most important source of

GDP.

Although the recent economic turmoll has depreciated the Rupiah value which

automatically slashed down the GDP significantly but it is expected that the

Indonesian economy will start to recover in early 2000.

el in A Rapidly Changing Environment
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Several studles by International and Indoneslan groups have identified a high
potential for conservation of all forms of energy in each sector of the Indonesian
economy, as shown below:

Table 1: Energy Use and Savings Potential by Sector

Sector Percent of Final Energy Energy savings
Consumption Potential
Industrial 34 % 15-30 %
Resident/communication 24 % 10-30 %
Transport 33 % 25 %

Exeqm“ M .
BA 97
97 Juw'oﬁtmber 1998

The fourth most populous country in the world — after China, India, and the United
States — Indonesia currently has a population of 205 million. At present, only about
38 percent of Indonesian homes are electrified, but the growing middle-class
(estimated to be about 28 million people) is demanding home appliances like
refrigerators, television sets, and air conditioners.  On Java, for example, only 40
percent of the 9.4 million residential electric customers have refrigerators, and
refrigerator sales are increasing by nearly 20 percent annually.  There is also a
boom of commercial building in the major cities, which is creating a vast demand for
air-conditioning, lighting, and building control systems. Government palicies
encouraging privatization and foreign investment are causing increased awareness of
the role of energy in industrial competitiveness and are helping to drive the market

for high-efficiency equipment.

Several reports have also outlined specific programs to capture the energy savings.
While little of this potential has been realized so far, the cost of new electricity
supply, the demands of international competition, and an emerging policy framework
that supports energy efficiency should increase the activities in Indonesia's energy-

efficiency market during the next five years. ~ For companies that sell energy-

efficient equipment and support services, Indonesia represents a high-growth
market.

s about 37 percent of the output of the state-owned
The most energy-intensive

The Iindustrial sector consume
electricity company, PLN (Perusahaan Listrik Negara).

Defining Robust Strategy fmemro) to Survive and Excel In A Rapidly Changing Environment
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industries are iron and steel, fertilizer, cement, mining, pulp and paper, and food
processing. Many industries also generate their own power; industrial self-
generation now amounts to more than 8,000 MW. Motors and compressors account
for roughly 70 percent of electricity consumption. Indonesia's major industries use
20 to 30 percent more €nergy per unit of output than comparable industries in
Japan, Western Europe, or the United States.

The commercial building sector is growing rapidly in all major cities in Indonesia,
particularly in Jakarta.  About 55-70 percent of total electricity consumption in

commercial buildings is for air-conditioning.

Lighting is the next largest end-use, accounting for roughly 25 percent. The most
important barriers to improving building energy efficiency are the higher first-cost of
high-efficiency equipment, and a lack of equipment standards and building codes.

The residential sector consumes about one-third of all electricity sold in Indonesia.
About 76 percent of PLN's residential customers are in the lower rate classes, with
less than 2.2 kVA electricity service. For low-income households, the most
important electricity end-uses are lighting, refrigeration, television, and water
pumping. Among PLN's 238,000 higher-income customers, air-conditioning is the
largest end-use, accounting for 35 percent or more of total electricity use. Although
the saturation of refrigerators and air conditioners in Indonesia is still low, demand is

growing faster than the rate of overall economic growth.

2.2.1. Key Technologies

Following are the key technologies contributing to high energy usage which are also

potential for energy conservation program.

Electric Motors

In 1994, imports of electric AC motors to Indonesia were US$45 million and exports

were US$11 million. On average, electric motors and drives use about 65 percent

of electricity in the industrial sector.
typically fifty to one hundred times its purchase price.

tandard of efficiency. However, the market
pidly in both the industrial and commercial

The energy cost of a motor over its lifetime is

In Indonesia today, most motors aré S
for high-efficiency motors is growing ra

Excel in A Rapidly Changing Environment
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sectors. i
o Indonesian motor companies are beginning to introduce imported, high-
effic i i

€Ny motors, particularly for their larger industrial Customers.  Foreign motor
companies can help develop the Indon

ut the performance, reliability, and efficiency
benefits of high-efﬁciency motors.

Motor companies can also train industrial
managers to calculate the life-cycle

cost of motors, and to establish motor

replacement Programs that specify high-efﬁciency motors.

Air Conditioners

Air-conditioner production has increased steadily,

and output is now approaching
200,000 units annually,

Imports are roughly 10-15 percent of domestic sales.

e but have the potential to grow dramatically to supply
the growing demand in Asia and the Middle East.

assembled locally,

Exports have been negligibl

Most of the smaller units are

and probably have fairly low efficiencies — though there are a lack

of efficiency test data to confirm this. As Indonesian consumers increase their

buying power, it is expected that demand for home air conditioners will grow more
quickly than the economy as a whole.

also expected to keep pace with the

The Demand for central air conditioners is

rapid growth of the commercial building sector.
Most central air systems are assembled from imported parts, and several firms

import larger cooling systems (chillers) from Japan and the U.S. The local
production of central air-conditioning systems and high-efficiency chillers for large
commercial buildings represents a strong market opportunity.

Lighting

The total supply of electric lamps in Indonesia nearly doubled between 1989 and
1933, reflecting a rapid increase in the number of electric customers, along with the
economic growth that raised consumers' purchasing power and spurred development
of the commercial building sector. In 1993, Indenesia produced almost 360 million
electric lamps domestically, imported 14 million lamps, and exported 86 million

lamps.

Domestic production of electric lamps has been increasing at an average pace of 25
percent annually over the past five years. All of the major lamp nTanufacturer S 8iS
expanding their production capacity in Indonesia. Robust growth in -the n?arkeht‘ f::
electric lamps signals opportunities for other lighting components, including hig

for PT KONEBA (Persero) ta Survive and Excel In A Rapidly Changing Environment
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and electronic ballasts, high-efficiency fixtures, and controls,
Energy-efficient compact fluorescent limps represent one of the fastest-growing

efficlency magnetic

segments of the lighting market: sales are currently 4 million lamps annually and are
grewing by 30 to 40 percent per year,

Rerrigerators

There are now several million refrigerators in Indonesia, and domestic sales exceed

300,000 units annually. The overall supply of refrigerators in Indonesia increased
by an average of 17 percent per year,

The value of refrigerator production has been increasing faster, at a rate of more
than 40 percent. Japanese joint-venture firms currently dominate the refrigerator
market.  The future trend in the residential sector will be toward an increased
proportion of larger, two-door refrigerators. Recently, imports of this class of
refrigerators have begun to rise significantly. There may be significant potential for
firms to produce high-quality, energy-efficient units for export as well as for sale to
upper-income Indonesians.

These technologies will therefore be the major contributors to increased residential
electricity demand over the next decade.

Key players in the industry

The are some major players in the energy conservation industry in Indonesia, as

listed below:

PT KONEEBA Persero

PT KONEBA Persero is one of the major key players in the energy conservation

arena.

Energy Conservation Division in the Ministry of Mines and Energy disseminates
information to the public about saving energy; provides technical assistance to state-
owned companies; develops and manages demonstration project; formulates

regulations such as equipment standards and labeling; and conducts research on

ivi nnual energy-efficie
energy use in all sectors, The division also presents an a qy ney

award to Indonesian companies.

Defining Robust Strategy for PT KONEBA (Persero) to Survive 31d Excel in A Rapicty Changmg Enviranment
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The Energy Technology Laboratory (LSDE) In the Ministry for the Assessment
and Application of Technology (BPPT), has been conducting energy audits on

industrial facilities since 1989, LSDE has collected extensive data on energy use,

and has recommended sound measures for improving efficiency.  However, the
implementation of the recommended measures has been hampered by persistence

reluctance among industrial companies to invest in energy-efficiency improvements
and by a lack of awareness of energy-efficiency opportunities.

2.3. Profile of PT KONEBA (Persero)

P.T. Konservasi Energi Abadi (the Indonesian Energy Conservation Corporation or
KONEBA) was established as a Quasi-private industrial energy conservation
corporation in 1987. The establishment of PT KONEBA was initiated by Indonesia' s

largest government-owned fertilizer company, PT PUSRI, and was intended to be a
profit-making venture.

S ————

GOI negotiated a World Bank loan for the expansion of its fertilizer business. GOI
added $4.5 million onto the loan request to fund the PT KONEBA concept. To
leverage this loan, the government created a board with representatives from five
fertilizer producing companies, including PT PUSRI. These companies jointly
; matched the World Bank loan amount, increasing the initial capitalization of PT
KONEBA to $9 million. Once established, PT PUSRI supplied most of the staff
members. It was believed that these staff members have very little energy
conservation experience, which was unfavorable in fulfilling PT KONEBA's original

P———

mission. PT KONEBA was established as an income-generating company that would
raise funding to pay back the World Bank loan.  With this in mind, PT KONEBA

focused on income-generating services at the expense of more traditional energy

T —

center roles such as education, promotion, policy analysis, and training activities,
PT KONEBA instead acted more like a for-profit energy service company,

concentrating most of its efforts on large industrial customers who have the ability to
make energy conservation investments. Typical services offered by PT KONEBA

P

included energy audits of facilities, detailed engineering designs, and in rare cases,
financing complete with shared-savings arrangements.

In 1991, the Company was far from generating sufficient income to cover its loan
: fepayment installments.  As a result, one year before the end of the loan grace

9.
Juy-December 1995

-
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period, the Indonesian government assumed control of PT KONEBA and its debt

obligations. ~ Failing its original mission, PT KONEBA was radically transformed and

internalized within the Indonesian government.
nation of the Ministry of Mines and Energy and

PT KONEBA was then a company

under the supervision or coordi
primarily focused on serving facilities owned and operated by the Ministry.

As of 1998 PT KONEBA has been put under Ministry of Empowerment of State-
owned Enterprises. Recent projects include power plant efficiency improvements,

analyses of efficiency potentials of state-owned refineries, and retrofits of the district
offices of Indonesia's generation utility with electronic ballasts. While PT KONEBA' s

original capital budget was 3$9 million, today the Center requires approximately

$500,000 per year to cover its operating costs and to provide institutional energy

efficiency services to the Indonesian government.

2.4. Strengths and Weaknesses

Some of the strengths and weaknesses of PT KONEBA are as stated below:

Strengths
PT KONEBA is the only state owned enterprise (BUMN) providing energy

and consequently getting some favorable

L]
conservation  services

treatment/privilege from the government.
Has relatively experienced people to perform low and medium complexity of the

services offered.

Weaknesses
o PT KONEBA is lacking the r

industrial and property.
PT KONEBA is lacking the skill/experience to perform high complexity services.

ecognition from the main sectors it serves which are

2.5. General Concern

As the business environment changes from time to time, PT KONEBA needs to

position itself so that it will still survive in the volatile business world.

"u—n—v.—n._
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2.5.1. Rapidly Changing Environment

Since Indonesia declared its Independence in 1945, the movements of its economics
can be divided into three major grouping as detailed below.

1. 1945 to 1965 ( Old Era)

In this period Indonesia economic condition was fall under situation where the
government of Indonesia was only concerned with all expenditures related with
military, politics and all other ‘ivory-tower or ‘mercu-suar’ projects. The

development made by the government at that time was only concentrated in several
major cities in Java Island,

In the eastern part of Indonesia, the government was not really interested to spend
the budget to improve the infrastructure as well as educational sector.  This
situation caused the economic condition very bad, the inflation rate rocketed to the
sky, the economic growth was zero percent and toward to negative. All the above
conditions caused social unrest, which destroyed the economic sector.

2. 1966 to May 1998 (New Order)

A A e O T & TR 1 (e LA e

During the 1966-1998, the strategies used by the Indonesian government for their
{ economic development was not effective way and not clear in direction. The
strategy used by the Indonesian government during that time was stabilization and
rehabilitation policy.

| T R T T,

This period was then followed by The Five Years Plan (REPELITA), where the
economic developments strategy in Indonesia was focused on justice (equal

prosperity), alleviate poverty, and also providing justice and equal prosperity among
provinces in Indonesia.

s

To achieve the above, the government imposed several policies such as:
o The increasing central government subsidy to the provinces (local government)
to finance labor-intensive projects.

PR —————

« The government policy in providing loan for small scale business (KIK/KMK)
= Special attention to cooperatives especially to KUD (Koperasi Unit Desa).

The economic development strategies then were consistently supported by economic
policies in the REPELITA, and in each REPELITA the government determined the
targets or focus.

e A o A e e
i T

.
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Even though the government of Indonesia through the Pembangunan
(Development) Cabinet tried to run the country with their best effort, the economic
condition was still not favorable. We could tell this by looking at the bad experience
such as IDR devaluation in the years of 1978, 1985, and 1986,

3. May 1998 onward (Reformation Era)

After 32 years of rapid growth, stability and poverty reduction, Indonesia is now
near economic collapse.  Within the space of one year, Indonesia has seen its
currency to fall in value by 80 percent, inflation to soar to over 50 percent, the
economy to swing from rapid growth to even more rapid contraction, unemployment
to climb rapidly, and stock exchange to lose much of its value. Foreign creditors
have withdrawn, investors have retreated, and capital and entrepreneurs have fled.
The long-standing defects in governance, earlier camouflaged by rapid growth, have
now been unmasked and fatal flaws. Unfortunately, the crisis hit when Indonesia
was experiencing its worst drought in fifty years, and the international oil price was
registering a sharp decline.  Social unrest has erupted and shaken to its very core
the political stability of the nation. Years of development and poverty reduction are
at risk.

No country in recent history, let alone one the size of Indonesia has ever suffered
such dramatic reversal of fortune. The next years will be difficult and uncertain.
The economy is expected to contract this year by 10-15 percent, inflation could
exceed 80 percent, and the number of poor people could well double. And as an
addition, Indonesia, as the world’s fourth largest country, has to be able to pull
through without irreversible economic damage, to make the stability in East Asia.
With the recent economic condition in the region, recovering from this desperate
situation will be slow and difficult. Much will depend on whether the nation can
achieve the necessary political stability for implementing a difficult and complex

agenda of economic reforms, and whether it will receive the necessary financial

support from the international community.

Indonesia is economic situation has always been influenced by outside factors
specially the regional environment.  This caused the Indonesian economic

environment changing rapidly.
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Company Stance

PT KONEBA today serves its purpose as an energy conservation consultant company
in Indonesia. Its typical services are energy audits of facilities, detailed designs and
A rare cases, financing complete with sharad-savings arrangements,

In its day-to-day operation, PT KONEBA, as a state owned company now under
Ministry of Empowerment of State Enterprises, receives quite favorable treatment
from the government especially in terms of its access to offer products and services
to the other state owned companies (BUMN).

Business opportunities today are more generated through the use of good
relationship and privilege treatment from the government as opposed to a more
professional marketing approach.

Advertising and promotion reles are not yet getting proper acceptance in the
company while it is believed that those activities could have favorable impact on
sales.

Being in the economic turbulence atmosphere nowadays where most of the
cempanies prefer a low cost investment, PT KONEBA now more focuses on selling its
energy audit training services.

Although no quantitative market share information is available it is sensed that PT
KONEBA's presence in the market is not significant.

From a finandial point of view, more of the income today is generated from non
operating activities (interest income) rather than from the operating activities.
People have been the most valuable asset for PT XONEBA.  With quite vast skill and
experiences of the field people, PT KONEBA feels confident to perform the services it
provides.

M“‘
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chapter 3 PT KONEBA Scenario Planning

PT KONEBA is currently faced with a wide range of issues and concerns related to
its company image, performance, and relationships with the internal and external
constituencies. The company is also faced with several difficult questions, such as
towards which direction should the company go and prepare its strategies.

With the assistance of a group of IPMI MBA students performing their Group Field
Project, PT KONEBA has performed the scenario planning exercise. This scenario
planning has been intended for improving the company performance in the short-

|

term, and for gaining the most benefit of the business environment in the 10-year
term.  The project was carried out from June to the end of 1998. The work
involved interviews with PT KONEBA employees as well as the customers, research
on industry and environmental condition, and workshop with 15 managers, as well
as senior executives from PT KONEBA. All these works led to the scenarios,
implications, and a set of robust strategies, set out in later parts of this report. As
a background, a brief review on the Scenario Planning process — adopted

customarily for PT KONEBA case - is presented in Exhibit 3.

PT KONEBA scenario planning process started with the formulation of strategic
questions, which was then followed with the exploration of the issues and concerns.
To think about the various possible outcomes of the uncertainties in a systematic
way, IPMI students in this Group Field Project worked together with the Executives
and Managers of PT KONEBA in creating scenarios that would expand the range of

thinking in doing business.

3.1. Time Period and Focus Questions

The scenario was prepared for a specific time period, i.e. for the following 12-year
long term (1999 to 2010). To keep the discussion focused on the most important
issues for PT KONEBA over the time period considered, strategic “focus questions"

were defined in the workshop to which the participants could refer back as the

discussions and analyses progressed.  After extensive discussions, the following

questions were chosen:

MBA 97 - July-December 1998 Defining Robust Strategy for PT KONEBA (Persero) to Survive and Excel In A Rapidly Changing Environment
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How should PT KONEBA improve company performance in terms of:
¢ sustaining profitability,

* increasing market share and Creating new segments,
* Creating new product,

* improving product quality, and

* maintaining customer satisfaction?

2. What should PT KONEBA do to improve:
* human resources quality, and
¢ employee satisfaction?

3. What should PT KONEBA do to generate customer awareness on the energy
saving needs?

4. What should PT KONEBA do to get optimum value after the completion of
Indonesian reforms and the upcoming globalization?

3.2. Issues and Concerns

In digging up all possible information regarding the current situation of PT KONEBA,
more than 20 interviews were conducted with more than S0% of PT KONEBA
managers, and a list of past and existing customers, ranging from Government
related officials to industrial customers. In addition, several researches were also
performed on these specific industries through various sources of information.

3.2.1. Grouping of Issues and Concerns

Upon completion of all the above works, issues and concerns were listed, discussed
in two special meetings with Managers of PT KONEBA, and categorized into two
main groups.  Controllable issues, of which PT KONEBA's can control, were
separated from the uncontrollable ones, or the uncertainties.  Under these two
main groups, the issues and concerns were further categorized into more major
areas of concerns, considering the functionality and the importance of the issues
and concerns. In general, the issues are listed as the following page.

Sective gy 57
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¢ Portfolio:
- Corporate Strategy
- People
- Marketing
- Organization & Management
- Projects
* Supporting:
- HRD
- Finance
- Technology
- Environment

- Government relation

Uncontrollable Issues/Uncertainties:

* Government Policy
s Economic Condition
» Social

o Environment

Detailed List and Description of Issues and Concerns

Corporate Strategy

Robust strategy, mission and vision
It is believed that strategy, mission, and vision need to be articulated and

communicated well to all levels in the company.

Performance measures
Performance measures are perceived to be lacking the darity espedally for the

marketing force.
Long range plan
Long range plan does not seem to exist.

Clear goals and targets | |
Clear goals and targets are expected to be in place and communicated well to

all levels in the organization.

Forecasting o
forced and be exercised in a
It is perceived that forecasting needs to be enfor
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Internal reporting system
Reporting system

N the oraanization heeds to be institutionalized A
standardized,

Additional lnvestment/eqully

Itis believed that lack of lnvestmentlcqully is

hindering the company business,
Company image

Itis perceived that there is still room for improving company image,

Feople and Human Resource Cevelopment

Empewerment

It is perceived that not enough empowerment Is exercised In the organization,

Empowerment is one way of improving sense of b
Delegation of authority

elonging,

Celegation of authority is perceived to be lacking the organization,
down” approach seems to dominate the operation.
Motivation and pro-activity

“Top

It is felt that to improve productivity level employees have to be highty

motivated which will also improve pro-activity.

Rewards system

Some improvement s apparently required In the curre

Nt reward systerm to
accommodate the employees needs,
Training

Training for employees especially for field people needs to be improved in
quantity as well as quality,

: Job descriptions and job analyses

E Job description is expected to be in place and formalized for each and every
3 employee to provide clear direction on what one should
; performance is measured. To ensure consistency in the
analysis also needs to be implemented.

do and how
rewards system, job

Incentive in marketing function

Marketing force feels that the incentive paid is not attr
motivate them,

active enough to

Project manager - scope of responsibility

.f of responsibility of a project manager needs to be well
| The role and scope p
i

Mr-Decamper 1998
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Sense of belonging

Employees are believed to be Iacking the sense of belonging
Marketing

* Promotion and advertising

Brand image

Brand image of PT KONEBA does not seem to be well recognized in the

industry. This could be partially caused by lack of

promotion and advertising.
Product segmentation

It appears that product segmentation is not defined clearly. A clear product
Ségmentation can help PT KONEBA Put more or less focus on particular
segments.
Competitiveness — broad product knowledge
The quite broad skill that PT KONEBA has, impedes maintaining competitiveness
in a very deep skill area.
®* Customer satisfaction
Though in general customer satisfaction is believed to be favorable enough, but
there is still enough room for improvement in this area.
* Customer profile analyses
Profiles of customers/prospects are not readily available. The information is
believed to be quite helpful for the marketing team to observe the needs of a
particular customer.
¢ Opportunity coverage
The responsiveness of the marketing force towards opportunity is perceived as

weak.

* Marketing budget ) _ .
Budget for marketing related activities is perceived as too tight which

unfavorably impacts the marketing activities. Facilities associated with
n

marketing activities such as equipment, information, manuals, magazines etc.

are not adequate to perform the activities.

Organization and Management

*  Professionalism in management

— m is still low.
It is perceived that pmfessionallsm in management tea
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Partidpative management

Interdepartmental Communication

It is imperativ, ;
perative that good Interdepartmental communication is in place as it will

have positive i ,
. positive impact on Company’s productivity, Improvement is needed in
this area,

* Internal policy

Int r .
nternal policy is perceived to be too rigid, so that flexibility is required in order
for PT KONEBA to be more Competitive in the market.

Project refated
* Project management
.‘ Project management Capability needs improvement in order to have satisfactory
3 completion of all aspects of project management,
* Project proposal - standardization/guideline
A standardization of terms and conditions applicable to most of the proposals
does not exist. It would help improve productivity as well as maintain

coensistency.

Finance

* Planning and budgeting
The process of Planning and budgeting needs to be done thoroughly and
accurately,

* Financial performance review
The performance review needs to be done regularly and analyzed properly in

order to anticipate/resolve any issues.

Technology

®* Knowledge of latest technology
Lack of knowledge and experience of latest appropriate technology hinder

competitiveness of PT KONEBA especially against foreign and private

companies.

* Appropriate technology |
The use of appropriate technology in energy conservation project.

* Laboratory

The availability of an energy conservation laboratory is needed to enhance skill

Survive and Excel in A Rapidly Changing Environment
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of the technical staffs, o

* Portable Instrumentatlon

Most of the instrumentation g not portable ones, It jg believed that portable

moability of the field people.
information and knowledge sharing
to Internet is perceive

instrumentation will improve
. Networking -
Limited accesg

d to hinder awareness of latest technology
available,

Government Policy and politics/ conditions

* Low energy price

Presidentiaj /ministerial decree.

S on preferences
These decrees are believed to

Too rigid government regulation

Government regulations limit the area of business KONEBA can pursue.
National energy conservation policy

The national energy conservation policy does not seem to be well defined. To
date the €nergy conservation implementation is not a mandatory item.

Foreign investment for technical services

Foreign investment in this area has made PT KONEBA to have to compete

harder. In many cases foreign experts outperform pT KONEBA's due to their

international exposure in the market.

e

Foreign aids

s

Foreign aids to Indonesian companies for energy conservation has unfavorable
impact towards PT KONEBA's business as they are used for subsidizing the
companies,

Clean energy policy ’ '

If a clean energy policy is implemented it will necessitate companies embracing
€nergy conservation program which is quite favorable for PT KONEBA's
business.

Economic

* Recovery of the Indonesian, regional and world economy

- Recovery of the Indonesian economy plays important role in PT KONEBA's

Survive and Excel in A Rapidly Changing Environment
PT KONEBA (Persero) to
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business,  with unfavorable economic condition, companies tend to prioritize
On more important tasks having hj

€nergy conservation,
extent, contribute to th

gher economic value rather than applying
Regional as wel| a5 world economy, though to a lesser
€ success of PT KONEBA's business.

Social

®* Role of the company in helping government institutionalize energy

conservation program

government energy conservation program,

Attitude/ awareness towards ener
The

gY conservation
less conducive attitude/awareness of the society towards energy
conservation program impede the sales of PT KONEBA's product and services

T R T T

| Environmenta/
i i .
of environmental assessment

Proactive role to associate PT KONEBA with institutions
environmental issues s felt to be lacking of,

related to

e

3.3. Key Driving Forces

From the above extensive list of issues, the uncertainties (or the uncontrollable

issues) were selected further to be used as the key driving forces that would be
considered in the process of answering the strategic focus questions, As

mentioned earlier, selection and prioritization of the issues was performed by the
Executives and Managers of PT KONEBA, considering those having the most
; substantial impacts on the business of the company. The discussion resulted in
] the following list of importance;

* Government Palicy (10 votes)

B * Economic Condition (10 votes)

*  Social (2 votes)

; * Environment (2 votes)

The two most important groups of issues, i.e. Government Policy and Economic
Condition, were then referred to as the "primary key drivers."  Each of the key
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drivers was then viewed as a continuum from one state to another.

For Government Policy, the continuum runs from "favorable" to the business of PT

KONEBA to "unfavorable”.  This clearly includes a mix of factors that will be
brought out as we develop the scenarios.

Unfavorable <— »  Favorable
Government policy
For economic condition, the continuum runs from “bust” to "boom”.  This applies
primarily to the Indonesian economy, but it relates strongly to the economic
condition of the region, especially the Far-Eastern countries and ASEAN.

Bust ¢ » Boom
Economic condition
The other groupings were retained in the discussion as "secondary drivers.” The
secondary drivers included social and environmental conditions in Indonesia,
especially those related to the use of energy.

3.4. The Matrix

The two continuum lines, produced by the two key drivers, can then be crossed at
right angles to form a 2 x 2 matrix. Fach quadrant will be roughly defined by the
end points of the adjacent matrix lines.  For example, the upper right hand
quadrant is a world where the Indonesian economy is booming and the Indonesian
government policy is favorable towards the business of PT KONERA. The lower
left-hand quadrant is a world where the Indonesian economy is weak or stagnant
while government policy is unfavorable to the business of PT KONEBA.

Each quadrant was then given a name to closely describe the situation of that

quadrant.

To help complete the picture, the secondary driving factors mentioned above will
be included in an internally consistent manner in the story of each world. Clearly,

each quadrant represents a very different world with different strategic implications
to PT KONEBA.
Working as a full group and in break-out groups, PT KONEBA and IPMI team then

fleshed out the story of each world in some details and created the scenarios
presented in Chapter 4 of this GFP report. It is important to note that these are

|- - - B e —————
i 57~ 3by-Dacember 1993 Defining Robust Strategy for PT KONEBA (Persero) to Survive and Excel in A Rapidly Changing Environment
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e

ndt stories written by IPMI and handed over to PT KONEBA. Each scenario grew
out of extensive discussions amongst the middle management of PT KONEBA, with
IPMI serving a facilitator role. They are, in the end, PT KONEBA's own scenarios.

Boom
i

Swaying Coconut Leaves Winds from Heaven

(Nyiur Melambai) §‘ (Angin Sorga)

E I

i Unfavorable <¢— —>» Favorable

Z ‘ Government Policy

6

Bleak Future La Niiia

B : (Ma-De-Su) i (La Nina)

]

A Bust

Changing Environment
st Strategy for PT KONEBA (Persero) to Survive and Excel In A Rapidly Changing
Defining Robu

L
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f,i ~chapter 4 The Scenarios on the Futures of PT KONEBA

[ S5

E

After the matrix was established, as described in the previous chapter, the team of
PT KONEBA Managers and IPMI MBA student group prepared the scenario for each
quadrant.  The scenarios cover major aspects of the business environment over

- the next decade that would strongly give effects to the business success of PT
; KONEBA.  Each scenario describes the following aspects:

* political condition,

* government policy,

* Indonesian and regional economic condition,
e local infrastructure,

3 * energy pelicy, pricing, supply, and demand,
* technology development, and

* environmental issues on energy.

4.1. Scenario-1 — Winds from Heaven (Angin Sorga)

e Government Policy: Favorable to PT KONEBA
* Indonesian Economy: Boom

1999 — 2010 characteristics of occasions

Political Condition:

* Coalition of parties with strong sense of bureaucracy wins the 1999 election.

This leads to almost the same type government as in ORBA (New Order) era,
, although the new government has a lesser degree of corruption and collusion.
A new strong president is elected in office, and he is strongly supported by

almost all parties.

! * The same coalition of parties wins the next elections in 2004 and 2009, and the
same political system continues. Though the president only takes charge in
office for only 2 periods, the following successor continues the same spirit and

strategies.

Defining Robust Strategy for PT KONEBA (Persero) to Survive and Excel In A Rapidly Changing Enviranment
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* Indonesian Population reaches around 270 million by the end of the decade.
Government Policy:

The government basically continyes the same type of regulations that the
previous government adopted.

In foreign investment policy, the government still has a strong grip over the
ownership of the companies operating in Indonesia.

terms of percentage of equity and the number of
projects. The policy obliges the foreign investors to sh

Limitations are given in
expatriates working in

are the equity with local
investors, and it only allows them to work on projects of certain values. These
limitations give adequate opportunities for local companies to operate.

* Besides, the government sti| Passes the preferences for state-owned

companies (BUMN) to obtain government’s projects under certain ministries.
This situation goes on until the end of the period.

Indonesian and Regional Economic Condition:

Indonesian €conomy starts improving in 1999 with the resumption of the
activities of most of the industries, as well as the banking sectors.
Manufacturing, chemical, mining, and agricultural industries are back on track
and keep booming during the period. Services also increase as the economy
gets better.  Economic growth is back to the previous average rate of 5%.
GDP also increases to normal as the Rupiah exchange rate is stabilized at 5,000
to 6,000 Rp/US$ range. The economic stability is maintained until the end of
k the period.

? * Regional economy also recovers as Japan, South Korea, China, and ASEAN
nations start their economic stability by the year 1999 and maintain a stable
growth throughout the rest of the years in the first decade of the 21 century.

. ;Norld economy in general, particularly the western countries, also maintains a
steady growth during the period, allowing those developed countries in the
West to continue assisting the developing countries in Southeast Asian region,
including Indonesia, in terms of both economy and technology.

« Special economic aids in the field of energy, whether they are Iirom government

i to government, or from and to non-governmental organizat.lons continue to

: happen. The aids are mostly dedicated to assist the construction of small-scale

energy-related projects in remote areas.

N

; cel in A Rapidly Changing Environment
. v Mg, BA (Persero) to Survive and Ex
e 7. “‘Vﬁcamber 1998 Defining Robust Strategy for PT KONE (
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Local fnfrastmcture; e R

* The gavernment continues efforts tg distribute electri

the country, By the yea
have €njoyed electricity,

*  Public transportation improves signi

City to all villages al| gver

r 2010, almost 99% of the villages in Indonesia will

onstructed during the period, and are mostly

completed by the end of the periog. These inter-island connectors, combined

with the substantia) additions, lengthening,

highways, make transportation an €asy task, which finally boost tremendous
growth in the industries and tourism,

and widening of roads and

* In big cities, natural 9as is piped to the houses, replacing kerosene and LPG,

onstruction of City gas piping is performed during the ten-year period and the
pPlan is to continye building the Pipeline network in other major cities in
Indonesia. Design permit for Piping and stove or water heater in houses has

0

Energy Policy, Pricing, Supply, and Demand:

T

; * Asthe €conomy is getting better, the government gradually lifts the subsidy on

: fuel during the first five years of the decade and lets the fue| price afloat and be

determined by the market. This situation leads to an increasing public

I awareness of the need for €nergy conservation as energy becomes more and

more significant component of production cost. As the économy is booming,
the demand for energy increases substantially over the time. This inc.reasing
energy demand happens not only in domestic market, but alsn in tne regfon.

* The shift to the use of natural gas for domestic fuel is increasingly intensified as

Indonesia becomes the net importer of liquid hydrocarbon. A
*  In institutionalizing energy conservation, the government passe €g

at utilize
to conduct the assessment on energy usage on buildings and plants th

SSes various
y above a certain level. In return, the government also pa
energ

ene savings.
Incentive policies for the companies that consistently show rgy

nt
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« The government passes the requlations for the energy saving certification,

including ecoabaeling,  The government also successfully completes and

passes the Indonesian energy standards, which apply for the exploiting, the

distribution, and the use of energy,

By the end of the ten-year period, Indonesia still basically has an abundant
supply of fuel, but mostly in the form of solid (coal) and gaseous fuel (natural
gas).  Exploration In the deeper seas, as well as in the frontier areas reveals
tremendous amount of proven natural gas reserves, while coal mining is
intensified in Kalimantan and Sumatra. Export of LNG and coal to the

nelghboring countries in the region, such as Japan, South Korea, and China is
constantly increasing.

Technology Development:
« There has been tremendous improvement in the energy saving technology.
The use of energy saving equipment becomes widely recognized in the country.
» Superconductor technology is also getting close to becoming commercial. This
,5, technology can shape up the energy-saving features, as electrical generations
'5 and distributions are becoming mare efficient.
L « The developed nations, such as Japan has successfully invented a commercially

clean coal technology used to generate electricity.

Environmental Issues on Energy:

« As the economy is getting better — not only locally, but also overall in the
region — public awareness on the environmental issues is getting higher. The
preference towards the use of clean energy is getting more and more supports
in most of the Far-Eastern countries including Japan, South Korea, Taiwan, and

S AR e Ut O e e

most of the ASEAN countries.
The government also passes the
energy-related projects to ensure the qu
as the projects are running.

requirement for environmental assessment on

i i
L ]

ality of the environment is maintained

A 2 e

e ) e —————— mm in A Rapitly Chandging Ervingrinent
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4.2.

gy July-December 1995

Scenario-2 — Swaying Coconut Leaves (Nyiur Melambai)

Government Policy: Unfavorable to PT KONEBA
Indonesian Economy: Boom

1999 — 2010 characteristics of occasions

Political condition;

The winning party after the election is characterized by being democratic and
liberal.

The political situation is expected to be unlikely stable initially for about 2 years
after the election due to “weak” government who tries to accommodate
people’s aspirations. Parties compete against each other to strive for power. As
€conomic condition gets better and government gains credibility, political
stability recovers.

Corruption, collusion, cronyism and nepotism diminish over time and become
substantially less than as they were under Suharto’s regime.

The same political system continues to be in power in the decade.

Indonesian population reaches around 270 million by the end of the decade

Government policy

Any kind of protectionism policy in any area is gradually repealed.

Open door policy for foreign investment makes local expertise/investors having
to reveal their competitive advantages in order to exist in the market.
Government emphasizes free competition among industries,

In foreign investment policy the government allows full foreign ownership.

Indonesian and regfonal economy condition

Currency value strengthens as part of the political stability, lowering inflation
and interest rates.

AFTA (ASEAN Free Trade Association) starts to be implemented in 2002,

The economy starts to get more liberalized.

GDP grows and reaches or exceeds the level it was before the economic turmoil
by the end of the decade.

Companies try various ways to improve their efficiency and productivity level in

order to remain competitive in the market.

-~

—_—
Defining Robust Strategy for PT KONEBA (Persero) to Survive and Excel In A Rapidty Changing Environment
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¥ 6l goeds
Umtmnmymenl rate  diminis

provides meore Jobs,

hes Uradually as the sconcme ATt

. ;
* o Single " digit inflation rate

achieved in the year of 2000 and remaing satie
onwarcds,

>

Interest rate Joye Goes beiow

20% by the year 2000 resulting in the business
1o revitalize,

3 Fw s

Regional economic condition recoye
out of the slump,
in the region,

T3 as countries find thesr own WZ(S 10 et

IMF plays a more important roie in st2bilizing the econcery

Local infrastructure

. i :
Growing infrastructure constructions due to growing ecocnomy ead towards the

increase of the energy demand,
Electricity and telecommunication COVErage acros
with GDP growth,

s the country increases in fine

Public transportation facility improves cver time and more pecole have the
demand to commute as part of their activities,
Energy policy, pricing, supply and demand

* Government subsidy for energy remains intact over the first 2 years after the
election in 1999 to win public sympathy. Censequently energy conservation

Fe——

priority lowers.

* Demand for energy soars due to economic growth.
i * Energy subsidy eventually is lifted in the second half of the cecade.
‘ * Devices that use fuel need to be certified as energy efficient.
r * Government encourages the use of aiternative energy sources besides ol such
,E as gas and coal.
Technology development
| »  Worldwide pressure to have energy efficient technoiogy.

*  New technology is applied to energy efficency programs.

¢ New technology Is invented to enable the use of solar enerGy in much easier
l and efficient way to partially replace oil generated energy.
}M”‘;m;;um Seume Aot Gretegy for 7T KONEBA (Persero) 10 Survve ad Bxcst i 4 Ry Craagng Eaonese
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Environmental issues on energy

Growi i !
OwIng public awareness and concerns of environmental condition which also
drive towards energy efficiency program.

4.3, Scenario-3 — Bleak Future (MaDeSu)

* Government Policy: Unfavorable to PT KONEBA
* Indonesian Economy: Bust

1999 - 2010 characteristics of occasions

Political Condition

* In the 1999 general election, numerous new political parties contest the
election, resulting in no clear winner. This situation forces the ruling party to
perform a coalition government among the major political parties.  The
coalition government proves to be ineffective, as none of the parties within the
coalition is willing to concede their own interest.  Past rivalries and hairline
principle differences begin to emerge and the parties find that they have
trouble working together. The coalition, which begins with the shared goals of
working for the betterment of the people, becomes very weak and ineffective
as it is faced with continued internal bickering and political maneuvers. Power
struggles erupt within and between the coalition parties and it is scon obvious
that there is no longer an effective, functioning central government. In the
provinces and major towns, military leaders are quick to fill the political
vacuum, seizing power and establishing themselves as a modern day
“warlords”. All the above conditions make the political condition unstable.

The fragmentation of the country spawns increasing rebel activities in the
provinces of East Timor, Irian Jaya, and Aceh. In these provinces, the activists
from the respective separatist movements seize control of the provinces and
issue declarations of independence. All the above conditions will create a new

federalist form of government in Indonesia.

e The same coalition of the parties wins the next elections in 2004 and 2009, and

the same political system continues.
in office for only 2 (two) periods, the following successor continues the same

spirit and strategies.
« Indonesian population reaches 270 m

T ——

Though the president only takes charge

illion by the end of the decade.

g oy 97~ July-December 1998 Defining Robust Strategy for PT KONEBA (Persero) to Survive and Excel n A Rapidly Changing Enviranment
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Government Policy:
* In

r into prolonged recession, Cutting off any

led recovery. The Indonesian econom
the country heads into

mushrooms, famine, disea
* Banks and financial in

potential for an export- y collapses, and

a deep and Protracted recession, Unemployment
S€, and deprivation are widespread.

stitutions fail in ra
investors to flee the country,
collapse of the currency,

unemployment escalates.

pid Succession, causing foreign
triggering a disintegration of the stock market and

The rupiah sinks to the new lows, interest soar and

All the above conditions cause the inflation rate

* With the low valye of rupiah, the level of
reduces drastically,

! oriented industries.

In Asia, the collapse of the Japanese Yen hurts all Asian countries,
condition causes the €conomy of the major countries such

This
as Japan, Korea, and
China to continue their downward spiral. Initial confidence in t
€vaporates, as it becomes clear that the whole of Asia is now head
protracted recession,

he €conomy
ed towards a

In the rest of the world, the U.S. and Europeans have enjoyed a long period of
relative prosperity and have become isolationist, predominantly focusing their
investments in safer domestic markets, or growing markets closer to home,
such as South America and Eastern Europe.

Loca/ Infrastructure:

* In this messy economic condition, the whole infrastructure in Indonesia has
fallen into stagnation stage, where there is no addition and minimum budget

nd Excel in A Rapidiy Changing Environment
EBA (Persero) to Survive a
Defining Robust Strategy for PT KON
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for maintenance., Hotels and aty office block
largely occupied by families of sqQuatters,
+« Mass transportation is very messy due

5 have become miins, and ame

to high maintenance cost, and this
causes-poliution in all country,

Education:

With this economic situation only a few people are still able to have good

education. Most of the people could not get the op
universities due to limited seats available in the st

just go to the low entry-level school
government.

portunities to go to
ate education facilities, They

of 9 years program provided by

Technology:

All sectors in the industries are not concerned with the technology due to high
cost in equipment with advanced technology (most of the new equipment
should be imported from abroad).

Environment:

No one cares for the environmental issues since there is no tight control from
the government.

4.4, Scenario-4 — La Nifa

Government Policy: Favorable to PT KONEBA
¢ Indonesian Economy: Bust

1999 — 2010 characteristics of occasions

Political Conditions:

* The 1999 general election reveals a new government that is supported by
almost all community, which finally results in reasonable political stability.
Although, there are strikes and demonstrations during the reform era, as part of
the political transition and the weakening economic condition, the overall
situation is still under control.

The level of corruption and collusion gradually dedine, but cronyism is
somewhat maintained which allows the state-cwned companies to operate
under special treatment.

* This type of government continues to gain power in the 2004 and 2009

Defining Robust Strategy for FT KONEBA (Persero) to Survive and Excel 11 A Rapidly Ovanging Emviroamest
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electione,

The Indonesian poputation "1Cre255 0 270 million by the eng of the decade,

- .

Government 2olicy;:

. - GoVeErmnmmen roceead ENfore = ohCe S 2nd = e s
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The government zj, PaS5ES some limitations on foreign investment to fayer the

lecal COmp2nies and inye< Cn energy conservation,

* Asthe £Conomy ViCrsens, Unemployed worye
Projects, such as in the agricuitura sector,

€73 are thepn emphasized towargds the development of agricultural sector a< =
as other industria| sectors that SUpport agricuiture,

tors working

'S are transfarred tn l2bor-intensive

The government policies during this

Indonesian ang region economjc conditiorr,
L ]

Indonesian €conomy continues to be

volatile. The £CoNomic crisis brings about
declining purchasing power,

poverty line rises,

* Considerable brain drains of professional

finding suitable Jjobs at home,

The unskilled and less educated Indonesian labors that go abroad also increase
in number as the level of unemployment in Indonesia
* GDP falls considerably to below US3 500 as the Ry
to be weak,

S0ars by the end of 1595,
piah exchange rate centinues

Regional economies in Asia are not fully recovered, but there come more

attractive opportunities in Vietnam and Cambodia for foreign investments,

* Meanwhile, the central government continues to subsidize the jocal provindial
governments in providing funds to finance labor-intensive projects.

* Troubles in the banking sectors cause the interest rate to remain high with very
low or even negative economic growth.

* As Indonesia is re-categorized as underdeveloped country, it is expected that

the country will receive grant /donation and soft loans from other countries with

very low or even 0 % interest,

4 .“”"umber 1998

Defining Robust Strategy for PT KONEBA (Persero) to Survive and Excel n A Rapicly Changing Envirorrern
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Local Infrastructure:

Pl Grov

« There Is a very minimum developme

ntoin Infrastructure as most parties
emphasize In maintaining the

existing ones,
Energy FPolicy, Pricing, Supply, and Den,
* The use of oll as fuel does

mel;

not Increase, as substitute products such as coal
begin to get wide public acceptance,

¢ The energy price worldwlide tends to decline,  As the government lowers the

fuel subsidy, the price of coal looks cheaper,

The export of fuel Increases, not only becay

se of declining demestic demand,
but also due to its

bringing about the country’s highest export revenue.
* Domestic fuel demand and cons

umption decrease as more and more companles
: and Industries

are concerned with energy conservation,
Tectinology Development:

+ The technology advancement reaches stagnancy In most areas as there are very
limited amount of funds dedicated to R&D,

The price of high technology equipment for energy conservation becomes
almost unaffordable.,

Environmental Issues on Energy;

» Decreasing awareness in environmental concerns due to non
less expensive fuel.

-selective usage of

nd Excel in A Rapudly Changing Environment
KONEBA (Persero) to Survive a
Deflning Robust Strategy for PT

4
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ng E
Scenarios g Existing Strategies through Different

s S e
nbed in scenarios, the existing strategies were initia

scenario.  When the strategy works fine in a scenario
r
a -1 score is given

lly tested through each
a +1 score is given, whereas
when the strategy does not work, fails, or even results in a loss.
When it results in neither profit nor loss, a zero (0) score is given.

Existing/past strategies on ‘ Scenario {

PT KONEBA's business component: ) | 2 3 4

Energy consultant and audit service: +1 -1 -1

» Studies & surveys

» Energy conservation: assistance in

implementation

e Training in energy management
« Energy promotion and information services
e Program implementation monitoring

« Energy audit and feasibility study

Design, specify, procurement, and installation of

energy saving equipment +1 -1 -1 0

+1 0 -1 0

P R VY YL N T T

Environmental assessment for energy-related
projects

0 0 -1 -1

Tya T —as

Co-generation

Total Score | +3 -2 -4 -3

rcise shows that the existing strategy would only give a good result in a
1. Had the worid ¢hanged to a

ly survived. Therefore, a new set

A Lo P ol S

This exe

world where the situation resembles Scenario-

PT KONEBA would have hard

different scenario, _ Imost all of the scenarios must be
E of robust strategies that will work in all or @ ts |
, i i environments. j
i ed in order for PT KONEBA 10 survive in the changing business |
: i |
i prepar |
|
B |
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Key Strategic Elements

Following the list of issues and concerns discussed In Chapter 3, the controllable

ones

generation),

The list is as follows:

Portfolio:

Corporate Strategy

People

Marketing

Organization & Management
Prajects

Supporting:

HRD
Finance
Technology
Environment

Government relation

were further classified Into the portfolio group (related directly to revenue
and the support group (as the main compliment to the portfolio).

Defining Robust Strategy for PT KONEBA (Persera) to Survive and Excel in A Rapidly Changing Environment
ning 5
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Chapter 6

6.1.

6.1.1,

Implicatlons of Each Scenario, and
evelopment of Related Strategi

For each scenario, 3 seri

Scenario-1 — Winds from Heaven (Angin Sorga)

Government Policy: Favorable to PT KONEBA
Indonesian Economy: Boom

Implicationg of Scenario-1

Many business OPportunities are ava

ilable for pT KONEBA.
More projects to run,

Increasing Government’s share of investment,

PT KONEBA becomes the Government’s preferred partner.

More lobbying towards the Government -

Government relation becomes very
important.

Increasing needs for lobbying towards non-governmental Customers,
Increasing role of the personnel in the company.

More training opportunities exist for the personnel.
Increasing offer and scholarship for post graduate schools.

Vivid, with more opportunities for opening branch offices, for d

iversification, as
well as for joint venture.

More certainties and accuracy in budgeting.
Faster and easier transfer of new technology.

More awareness towards clean environment — clean energy is preferred.

Deflning Robust Strategy for PT KONEBA (Persero) to Survive and Excel in A Rapidly Changing Enviromment
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6.1.2. Strategies for Scenario-1

'mﬂemens

Corporate Strategy

—_—

Improve business orientation, including a review of mission, vision, and goals.
Highlight good relationships with the Government.

p—"

« Project

Increase Government’s portion of equity and investment,

Significantly improve multi-project Management capability.

A
« Marketing

Substantially improve marketing strategy.  Provide best-in-class customer

Service, to the government bodies, as well as to non-government customers.

"

« People

Substantially improve people professionalism to im

prove and boost company
image,

Create a culture of using very pro-active approach amongst the personnel in
working with Customers, as well as the Government.

Improve rewards and penalty system to significantly enhance the employee
morale, '

R» Organization &

Prepare and implement a cohesive management and organization structure,

| Management having a market-oriented view, with a strong Government-relation capability.
i - More delegation of authority.
;
EStrategic Elements Strategy
Pport
Finance

- Improve the budgeting and forecasting system and procedures, accommodat-
ing detailed bottom-up proposals, emphasizing more accuracy and certainties.
- Prepare at least a 5-year long-range planning system.

 HR Development

3 G"Vemment
RElatjon

- Use all possible opportunities for developing human resources.
- Selective recruitment.

- Strategic alliance in expertise and human resources.

- Proactively work with the government on the proposals and improvements on
policies regarding energy conservation, certifications, and standardization.

g Rabust Srategy for PT KONEBA (Persero) to Survive and Excel in A Rapidly Changing Environment
Defining Robu
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l K trategy
w""—-'_— ‘\

{ , Technology :
i

Pr i i
oac‘tlvely seek acquire information on new technology in energy sectors by
applying effective knowledge base and network system.

Proacti
oactively adopt and select new cost-effective technology in energy
conservation and lead the implementation efforts for Government and

Ccustomers.

Proactively form strategic alliances with local partners for technology
competitiveness,

Improve the quality and capacity of working equipment in relation to the most
recent technology,

Develop an R&D center within the company, or as a joint venture with other
institutions.

+ Environment %

Proactively work with Government on policies towards the use and
standardization of environmentally friendly energy.

Play active role in environmental assessment of energy-related projects,
including certifications, and standardization.

Work with customers in supporting government policies and assist customers
with cost-effective solutions.

6.2. Scenario-2 — Swaying Coconut Leaves (Nyiur Melambai)

Government Policy: Unfavorable to PT KONEBA

Indonesian Economy: Boom

6.2.1. Implications for Scenario-2

Business opportunities open widely.
The market tends to be dynamic and challenging.
Strong competition among companies, causing growing difficulties in winning

the bid for a project. . -
There are higher demands for quality products and services.  Company image

becomes very critical.  Clear targets and goals become more and more

important in order to set clear direction.

i of complexi
is a significantly growing degree »
e and skillful personnel, with a ‘can do’ attitude,

ty which demands:

Highly motivated, qualified,

; HeA 97 . Juby-December 1998

to Survive and Excel In A Rapidly Changing Environment
for PT KONEBA (Persero)
Defining Robust Strategy
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Professional and highly Motivated sales people,
- Organization and Management responsiveness to market needs,
- High quality project Management,
- Attractive project financing,
* Fast Progressing technology in €nergy conservation with a substantial growth in
Customer awareness towards the yse of it.
* Growing awareness towards énvironmental issyes.

* No formal relation with the government,

6.2.2. Strategies for Scenario-2

;y;tmtegic Elements | Strategy
Portfolio
¢ Corporate Strategy |-  Increase efficiency and productivity level.
- Set up clear mission and vision, and communicate through all levels.
- Improve company image through high quality product and services,
- Set up alliance with other reputable companies.
[* Project - Pursue with appropriate project management in terms of schedule, quality,
3 progress report, coordination and budgeting.
- Seek project financing with attractive terms for customers,
"\\_-‘ R
Marketing - Provide quality product and services with competitive price.

- Perform adequate market research.
- Address the most profitable market segment.

- Pursue with aggressive advertising and promotion.
- Provide adequate budget for marketing force operation.

i - Search feedback from clients.
:\ -]

r People - Provide more empowerment to field people.

\ - Set up motivational programs for sales people.

i.organizatb” & - Set up organization with adequate level of flexibility that can support market

| Memagemeny

needs.
- Practice the right man on the right place policy.
- Solicit good communication across all levels in the company.

\J - Minimize internal bureaucracy.
% Defining Robust Strategy for PT KONEBA (Persero) to Survive and Excel In A Rapidly Changing Environment
i n
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= strategic Elements | Strategy
ﬁ“ R
support
B roarce [ N oces i Onancllisttutors, |
THR c;‘;\);;;;ment - Provide adequate training and education,
Proceed with quality hiring.
Provide motivating rewards system.
- Set up appropriate career planning in place.
- Setup clear job description and performance planning.
ment - Approach government institutions emphasizing professionalism.
Relation
:’T;c;dogv - Emphasize use of equipment and methodology with current technology.
t - Promote technology awareness among the staffs.
- Form alliance with leading technology companies.
:. Environment - Promote the use of environmentally friendly product and methodology.
’ - Approach government bodies to participate in environmentally friendly energy
programs.

6.3.  Scenario-3 — Bleak Future (MaDeSu)

* Government Policy: Unfavorable to PT KONEBA
* Indonesian Economy: Bust

6.3.1.  Implications for Scenario-3

* Business in some areas deteriorates.

v ——— e

; * Relationship with warlords becomes critical.
: *  Workers deal with insecure and unsafe circumstances.
* Segregation of powers into many political parties, each focusing on its own
vested interest.
¢ Cost leadership becomes critical.
* New investments do not look attractive enough due to social, political, and

€conomical instability,

= Deg,
' 1398 Defining Robust Strategy for PT KONEBA (Persero) to Survive and Excel in A Rapidly Changing Environment
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? 6.3.2. Strategies for Scenarig-3

3
: T o ——— —
ﬁf"" sm‘eq]c Elements i Strategy B o —— ———————

9hly productiye Organization by focusing on safes
er skill development training, and build technical

. Ng energy conservation communities,
- Drive out costs by reducing

increase flexibility,

cost and organization size to a minimum level to

- Remain low profile, and while maintaining neutrality by not associating with
any political party or leader,

- Proceed with more appropriate management,

- Focus more on benefited core competence, and on quick ylelding, liquid
projects.

- Avoid working in multi-area projects,

- Develop a good alternative plan in difficult areas where business deteriorates.

- Maintain training & services business segment.
Focus on export-oriented industries, agribusiness, and mining, as well as the

quick yielding projects.
- Avoid working in multi-area projects.
Maintain brand loyalty by keeping in touch with existing customers, and
indulging in effective promotion, such as publishing articles, co-operative

workshops, and superior competitive services.
- Maintain competitive price level.
Increase service level by intensifying sales & marketing in the export-oriented

industries — horizontally & vertically, through interesting incentives and
Also improving sales &

d, and build

' effective promotion (special package for new clients).

to customer’s nee
hrough quick response ‘
e - (customer service), and

rvice
customer satisfaction through after sales s

- customer approach (sales/mar kei"E)_'w___ [—

by, ™t -
{ - Improve skills and professionalism.

T

™
* Decermper 1998 Defining Robust Stratégy fo

ns for workers.
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drpeeeataon & | Restnture the organization a off
e ‘ . Ll M emphasiring  ~ | :
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e

|
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|

| ]

Seek low cost funds.

-

i -DU ]
r’ 13U VAth property controlled budgeting by ;

. nvolving kevy-
| Performing regular review 3 YoMg Key-persannel, ang

e not associating with any political party,

e

"&hnoiogy i _ —_—
Put selected future investments by preventing high cost technology —

Maximize the use of low-cost technoicgy by
— _ through selective modifications.

\»—___“____

-

the use of 20stinG equipment |

Intensify works on envir g : ———
onmental issues (joint activity with othe
tions). - |

84.  Scenario-4 - La NiAia

* Government Policy: Favorable to PT KONEBA
* Indonesian Economy: Bust
£4,1
Implications for Scenario-4
E ]

Capitat investment hats and almost reaches 2ero Increase.
F _ * Energy conservation programs become highly dependent upen the government
F

m,(w,

P e - e Ao i T S

Efiriveg Rocust Urategy for PTRONEBA (Pertass) 5 Turvies o £xcat 1 & oy CMagiog Baseormoaset
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» regulations and decrees. Howe\'er, numbsr of Drojects in SNy conservation

Grows quite mocerately,
* Adaptability to Current concition becomas Critical,
* There is an increasmg Cifficulty in Setting
limited ang brojects are more Cifficult tp ascertain,
*  New technology s more difficult +o 300Dt 25 i Hecoma iess affordabie.
* Number of environmenta| related PO decreasac 25 DUDIIC 2warenacs m
Snvircnmenta] ISsues Worsens,

supereie]

Corporata Strategy

“afket‘m;

Strategies for Scenario-4
Srategic Bements ;_

- Develop a Centingen: long-range plan, as wap 2s goais and ODjecves shar are
more acCommodative and adaptable to the Particuiar nvironmens,
/ - Nourish a conducive relationship with the Sovemment.
/ - Increase Cost-effectiveness in both oparating ang
focus on mest profit and quid<~yielding projacts,
- Develop dear communicztion, both intamay and extemal.

==ta e}l oendituras, a4 |

- Sogniﬁcantiy improve project management System zng S=20adility +» maXimiz=
effidency in Possibly marging| profit.,

- Standardize Procedures and System for handling = Drojecs (propos= s,
Contracts, eports, etc.)

Proyek).

~=iy §

defined performance appraisal system that would  enabie selection of |
{___®Mployees in cace early termination is raguired.

f ~ Develop an¢ implement an attractive reward system as wef as 2 Clears
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-‘—-_-f . - 'H-M»«__,\ ,,-N_-__..,é.hu‘_t~_<_._..,-.‘7,_,,_1,_..--.
Key Strategic Elements Strategy
e e ‘*‘*\“—“‘-»——---.,._._,, ———
Organization & « R . - —
. Mag; e :istructure Organization tg match with the environment emphasizing cost
efficiency, while catering good relationship with the government,
i - Impro
W efficient, open, and transparent,
B . \-———R_-——-‘
Key Strategic Elements | Strategy
| -
50pp0rt
’; Finance - Seek grants and soft loans for funding the projects,
; - Carefully manage funds to maintain positive cash flow.
E - Develop conservative forecasting and budgeting.
‘ HR Development - s

Develop in-house training programs for staffs that stress on the use of low-

cost technology for energy conservation,

Lok 4

Seek scholarships and joint activities with foreign bodies for personnel
development.

3
+ Government - Maintain coherent relationship with the government.

~ Relation - Intensify lobbying with the government to assure the alignment of energy
E‘ policies.

E Technology - Continuously seek alternative and efficient technology while carefully select
1 suitable low-cost technology to cater the low economy market,

i - Maintain and maximize the use of existing equipment to minimize the need for
;K capital investment in acquiring new equipment.

Environment - Emphasize on the use of less expensive but proper technology and fuel, as

selection criteria shift from an environmentally friendly issue to a cost

@

conscious orientation.

. S — o
o T T T T /H\H ¥

S In A Rapidty Cha Environment
'm”"uﬂvo’m strateqy for P KONEBA (Persero) to Survive and Excetn A Rapicly Changing
B “Orcember 1995 Defining Robust

o -
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chapter 7 Defining Core and Contingent Strategies
Strategies in the four different SENZMS were then reviened to look for common
elements, which iould work in 2Nf %enaro,  These 4 would later become core
strategies,  Some Strategies that youy only work in 1 or 2 scenarios were then
listed asg “enzrio-specific strategies,  Seyerg key stratesic elements out of these
scenzrio specific strategies e Klected and pUt 25 contingent strategies,
7.1. Common Elements and Core Strategies
Common strategic elements are srategies that are 1o ust 2nd expected to excef in
any scenzrio, These wommon actions should be tzken in 2ny czse,
Corporate Strategy
* Develop an efficient 2ng highly productive organization, emphasizing sales and
technical forces,
* Buld  technical super iority  percetions 2mong - energy  conservation
communities.
* Improve business Cconsciousness, by conducting a reviey on mission, vision znd
gozls 2nd communicate to all leved,
* Pricritize on most profitzble and quick-yielding projects,
Marketing
* Provide best-in-class customer service EnCompassing pre- and post-sales by:
- EBeing responsive to customers need,
- Delivering quality products & services at competitive price,
- Maintaining brend loyalty.
* Stay competitive in the market by:
- Continuously conducting necessary market research,
- Searching feedback from dients,
- Providing adequate sales & marketing budget.
Project ‘
* Improve project management system and capability to maximize efficiency by:
- Standardizing procedures,
% Cefirung Botwe Srategy for 7T KONEEA (Persers) 1o Surnve o Excel in A 22010y Cranging Environment
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. rmpmving Capability in Managing multi-
¢ Proactiv

projects,
ely seek project ﬂnancing Wwith attra
i Oreanizations

Ctive terms for customers

Ng project based approach
COverage,
r ¢ Minimizs inte

productivity consciousness, motiv
Create completed-staff-

* Implement performance dppraisal

and attractive reward system.
*  Adopt ‘The

right man on the right place’ approach,

Finance

¢ Maintain positive cash-flow and substantial net-

Improve the budgeting and forecasting Syste
ing detailed bottom-up Proposals and enforcin
Generate long-range plan (3-5 years).

income,

m and procedures, accommodat-
9 accountability,

Establish alliances with financial institution for Projects financing.

HR Development

Provide opportunities for adequate training or formal education.
Set up a transparent* & motivating reward s
performance appraisal system,

ystem as well Clearly define

Set up clear career planning and job analysis,

*  Perform quality hiring, retain quality personnel, and release non-performers.

Set up strategic alliances in expertise and human resource with well-

recognized
institutions.

Tedmo/ogy

P i new technology in energy
* Proactively seek and acquire information on

Conservation and apply an effective knowledge base.

. i lead
Select and adopt new cost-effective technology in energy conservation and ea

Ing Environment
PT KONEBA (Persero) to Survive and Excel in A Rapldly Changing Envi
Defining Robust Strategy for _

e P i
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/"- ) | -
: the lmplementatfon effort With ¢y

Stomers,

Set up alllances with leg

Go Vernment Relation

Maintain good relationsh;

P with governm
to ensure the alignment of

ent institutions and intensify lobbying
énergy policies,

7.2,

Selectively Detailed Core Strategies

Several points in the core stra

elaboration, Detailed explanati
tactic points,

tegies were perceived to need more detajled
Ons of these selected strategies comprise of key

* Develop an efficient and highly productiy

€ organization, emphasizing sales and
technical forces,

- As people are the most valuable assets for PT
oriented company,

KONEBA being a service
their ability and skills are very crucial to the success of
PT KONEBA. Training and education are wa

ys of improving skills and
professionalism of PT KONEBA staffs. By doing this it is expected that pT
KONEBA can gain a better perception among the €nergy conservation
communities.
* Improve business consciousness, by conducting a review on mission, vision and
goals and communicate them to all levels,

- Mission, vision and goals are very critical items, and need to be
communicated to all levels in the company. By setting aligned mission,
vision and goals PT KONEBA will be able to clearly identify their destina.tjon
and verify their position in order to develop and implement the right

. Provsi::tebi:t-in-class customer service encompassing pre- and post-sales

activities,

In A Rapidly Changing Environment
Robust Strategy for PT KONEBA (Persero) to Survive and Excel
Deflning Robu

A
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“.'“"’”- < DI Deesalkes PerRN the TOBOWIY trats shoukd be strensed oult

Vo BINY RSDONSNE, Daving positive attitude,

v TR OWCING, proessional and shilltul, and

v UDRIRIancing tha naads and wanta of the clients,

Dunmg post-sakes bk the following tras should ba stressed out

VSRling feeahack froan the clients, and
vVoORTOVEING oo postRales sapvice,
o Maintain brand dvalty through
~ ARG, A articky wiitings,
-~ Public refation,
-~ Sominars and workshons,
= Sponsarshid to avents relatad to energy conservation, and
-~ Launching Customer ratention programs,
Say competitive in the markat bys
Continuously copducting nevessary market research,
Providing adequate sales and marketing udget,

-

-

-~ Increasing sanvice kevel to clients,
Intensifying sales and marketing activities horizontally and vertically, and

Setting up alliances with reputable institutions and enterprises,
Improve projact managament system and capability to maximize efficiency by:
- Improving projact management skills of fiekd people,

Institutionalizing project reporting system and procexures internally,
ructure the organization using project based approach and key account

’

o
——

verage
Mimimize internal bureaucracy and procead with more delegation of authority.

.
e

o

Improve management style to be more open and transparent.
Build excellent networking with national and international organizations,
Apply membership to national and international energy  conservation

associations.,

Build alliances with reputable energy conservation consultant companies,

Perform quality hiring, retain quality personnel, and release non-performers.
Develop a selective hiring system emphasizing on quality of the applicants
and to retain qualified people, an attractive rewards system should be in
place. The non-performers should be released in order to improve people

Eb\ wo) to Survive aid Exced in A Rapiily Changing Environment
§ n'x""'-\cs-ﬁm 1559 Defining Rodust ngPTM‘W)
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Productivity.

* Improve the budgeting

ferecasting system and  procedures,

accommodating detaileq Bottom-up proposal and enforcing accountability.

Select and adopt new cost-effective t
the implementation effort with cystg
* Maintain a goed relationship with
to ensure the alignment of energ

echnology in €nergy conservation and lead
mers,

government institutions and intensify lobbying
¥ policies in line with PT KONEBA strategy.

Scenario-Specific Strategijes

Another list was made of actions that wer
be undesirable in the cthers.
strategies,

€ desirable in one or two cases but would
This list provides contradictory elements of

Scenario-1 - Winds from Heaven (Angin Surga)

Nourish a conducive relationship with the Governm
Increasing Governme

ent, through:

nt’s portion of equity and investment, and
Restructurmg organization to cater good relationship with the government,
Scenario-

-

2 ~ Swaying Coconut Leaves (Nyiur Melambaij)
e Increase competitiveness,

Scenario-3 - Bleak Future (MaDeSu)

Reduce cost and organization size to a minimum level,

Remain low profile, and maintain neutrality by not associatin

g with any political
or leader.

* Focus on export-oriented industries (such as agribusiness and mining) and
qQuick return projects.

* Avoid working in multi-area projects.

* Develop good safety and security plans for workers.

Minimize future capital investment, and procrastinate low priority projects as
necessary.,

* Seek grants and soft loans for funding the projects.

* Develop conservative forecasting and budgeting.

* Make selected future investments by preventing high cost technology.

* Continuously seek alternative and efficient technology while carefully select
Suitable low-cost technology to cater the low economy market.

Excel in A Rapicly Changing Environment
KONEBA (Persero) to Survive and
Deflning Rabust Strategy for PT
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* Maintain and maximize the use of ex;tl_rwg equipment to minimize the need for
capital investment in acquiring new equipment,

* Emphasize on the use of less expensive but proper technology and fuel, as
selection criteria shift from an environmentally-friendly issue to a cost conscious
orientation, ’

Scenario-4 — La Nifia

* Reduce cost and organization size to a minimum level.

* Nourish a conducive relationship with the Government through:

- Aligning organization to cater relationship with government,

- Increasing Government’s portion of equity and investment,

- Maintaining good relationship with government-related customers,
- Assisting Government in preparing Planned Project List )DIP)

» Focus on export-oriented industries (such as agribusiness and mining) and
quick return projects.

* Avoid working in multi-area projects.

* Develop good safety and security plans for workers.

» Minimize future capital investment, and postpone low priority projects as
necessary.

e Seek grants and soft loans for funding the projects.

» Develop conservative forecasting and budgeting.

e Make selected future investments by preventing high cost technology.

» Continuously seek alternative and efficient technology while carefully select
suitable low-cost technology to cater the low economy market.

e Maintain and maximize the use of existing equipment to minimize the need for
capital investment in acquiring new equipment.

e Emphasize on the use of less expensive but proper technology and fue[f as
selection criteria shift from an environmentally-friendly issue to a cost conscious
orientation.

7.4.  Contingent Strategies

The factors In the contradictory element list clearly cannot all .be carried out at

ios can ultimately be used in the process of

once. This highlights how scenarios e Bk Bl o

creating a strategy that involves discrete cecs® r-ne time. Nor can a company

divestiture and acquisition mode for assets at the sa
“\"‘;r% or PT KONEBA (Persero) to Survive and Excel in A Rapdly Changing Environment
Decamber 1998 Defining Robust Strategy
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decide that it wil Spend a lot and 3 little on exploration

Things to consider when contingency occurs:

Generate a contingent long-range plan, as well as goals and objectives that are -

more accommodative and adaptable to the particular environment. Develop

conservative forecasting and budgeting.

e Develop sustainable alternative plan in difficult areas where business
deteriorates,

i * Reduce organization size and cost to a minimum to increase flexibility.

; ¢ Focus on export-oriented industries such as agribusiness, and mining as well as
the quick yielding projects.

; * Avoid working in multi area projects with high complexity.

* Minimize future capital investment and postpone performing low priority

projects as necessary and invest in selected areas with low technology cost.

e Maintain and maximize the use of existing equipment to minimize the need for

capital investment in acquiring new equipment.

T A Y

Ty

rvive and Excel In A Rapldly Changing Environment

Strategy for PT KONEBA (Persera) to Su

R
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chapter 8 Early Wm‘"‘"ﬂ Intelllgence

Larly warning it

elligence % an ac
Indicators

v the wlogng In the
i the tour sCenarlos,
PRY a vital rola N crey

term use of the

lly MOntoring the early warning
at polnt 1o the possibyle futures deserihe
Ir r'fr'm_llwly MONite e by pr KONEBA, early Jpyf
ting strategic conve
Murmvvr, ¢

nIWIr’nnmvnl th

Icators can
mation ang anable
arefyl monitoring of ¢
Ouree of Competitive
anding the mplic.

an on Qoing
“CONAo results,
Can providae py KONERA with

CVen siX monthy N underst

Make all the dirre

a longey-
a s

arly ndicators

A lead time of
& crucial davelopment can

Advantage,
allons of
rence,

The best Indicators are not

a newspaper headline
evidence that one [

cessarlly the Most obvioyg ones, things that appear |n
Or In a business magazine, By then 1t I Probably too late —

arlo. withouyt much warning at .

are ones that think well lopments ang
dentify the little slgns of blg change:

already 1y that given scen
Instead, the best Indictors ahead of deve

5 0N the horizon,

Finding a useful set of early Indicators |5

an art rather than
requiring a thorough unders

tanding of the
changes and turning points in o

a mechanical process,
underlying core logics, as
ach of the scenarlos,  Ba
are a suggested se
list down to a manage
approximately 8 items per axls,

sumptlons, big
sed on the matrix and
tof Indicators for PT KONEBA, 1t
able number, so that we

scenarios, the following items

Is Important to keep the ecommend
Otherwlse, this process tends to averwhelm the
monitors.  Once PT KONEBA scenario team agree on what to monitor, these

warning Indicators should be revised and updated on a p
basis,

early
etlodic and continuous

Government Policy Axis

% ine Impact the
*  Political parties in power: changes of political parties In-power D ic
I econom
government policles imposed, which In turn Influence the macro
condition.
L}

4 1S roups
Leadership power-plays: rhetoric and activities of ABRI, religious g '
eadersh Sr-plays:
political parties. KONEBA belongs.
*  Changes In government institution under which PT

t once.
Withdrawal of fuel subsidy: gradually or a

dy Changing Environment
T KONEDA (Persero) to Survive and tixcel In A Rapidly

gy for I 4
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 Number ang location of social disturbances, opinions

of the ‘man on the street” activity of on-line discussions at the fringe, the

content of underground Newspapers,

Attitudes towards foreign investment: welcoming gestures and incentives or

increased barriers, changes in the ryje of the games,

National Economy Axis

Misery index: distribution of wealth, availability of food, number of homeless,
health and disease, unemployment rate,

Banking sector reform: evidence of increased transparency and credibility.
Interest rate and inflation rate fluctuation,

Rupiah exchange rate fluctuation,

GNP and CPI (Consumer Price Index): the figures and the changes.

Trade balance and foreign reserves,

Key regional organizations: ASEAN, APEC, AFTA (Asian Free Trade Association),
and their changes in policy.

National energy demand: rising or falling; increased protectionism or
liberalization.

Infrastructure development: property, public utilities, etc.

Environment
PT KONEBA (Persero) to Survive and Excel in A Rapidly Changing Env

for &

Deflning Robust Strategy
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Conclusion and Strategic Recommendations

Conclusion

Our study and analyses finally lead to the following conclusions:

1. Ezsed on the results of short surveys that we did through a series of interviews
with Managers of PT KONEBA, as well as several previous and existing
Customers, following is a list of key issues and concerns summarized from
chapter 4, where PT KONEBA needs to enhance:

e Well defined and property communicated company strategy, mission and
vision, goals and objectives,

e Existence of dear eémpowerment, reward system, and performance
appraisals for employees, especially marketing staffs,

» Sufficient delegation of authority to the right staffs,

» Company image and awareness in the market, competitiveness, customer
satisfacticn, and aggressive sales and marketing,

* Under-utilized marketing force, and less apparent advertising and
promotion as tools to boast marketing,

* High cependency on government institutions in terms of marketing its
products and services,

* Productivity and professionalism among the staffs, including organization
and management effectiveness, technical skills, and efficient project

management,
* Sufficient budget allocation for effective operations, sales and marketing, as

well as for future expansion,
Accurate planning and budgeting, with continuous finandal performance

measurement and review,
Well defined internal policies and procedures for project handling and

reporting, and . _
Sustained low energy price and continuous government subsidy, which

hindered energy conservation awareness.

We noticed that PT KONEBA has the fcllowing strengths: .
* PT KONEBA is the only state owned enterprise (BUMN) providing energy

t
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and privileges from the government,

* PT KONEBA has quite a number of relatively experienced people to perform

services offered.
at PT KONEBA has at this moment, we

low and medium complexity of the
Based on the two strength pointg th
concluded that:

* PT KCNEBA should be able to get

a related-type diversiﬁcation, especially when the current businesses do not

generate profits because of the environment condition.

3. In building the scenarios, a 12
to perform the analysis and

“year timeframe, from 1999 to 2010, was chosen
prepare the corresponding Strategies. A set of

called:

L

Scenario-1, characterized by booming Indonesian €conomy and favorable
government policy to the business of PT KONEBA, where the environment
is so favorable for PT KONEBA,

* Scenario-2, characterized by booming Indonesian €conomy and unfavorable
government policy towards the business of PT KONEBA, where the
environment is so intense in competition, both in market and resources,

* Scenario-3, characterized by busting Indonesian economy and unfavorable
government policy towards the business of PT KONEBA, where the
environment is extremely difficult for PT KONEBA, as well as other
industries to survive, and ’

* Scenario-4, characterized by busting Indonesian economy and favorable

i Environment
) ta Survive and Excel in A Rapidly Changing
Defining Robust Strategy for PT KONEBA (Persera
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4. The wind-tunneling exercise,

business,

building, showed that pT KONE

to the following items:
¢ Corporate strategy,
* Sales and marketing,

People and human resources development,
* Organization and management,
Project and financial management, includin

g budgeting and long range
planning, and

* Technology acquisition,

As the environment condition changes from time

to time, the scenario also
shifts from one to another,

Several contingent strategies were prepared to
cope with specific situations entitled to a certain scenario, as described in
chapter 7.

To anticipate the changes in the environment and act as early as possible, a set
of key early warning indicators were listed in chapter 8, covering the two key
driving forces.  Continuous monitoring of the early warning indicators and
taking early action against the changes will become a key factor for the success
of scenario planning implementation.

Deflning Robust Strategy for PT KONEBA (Persero) to Survive and Excel In A Rapidly Changing Environmen
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9.2.  Strategic Recommendations

Corporate Strategy:

Clearly defined corporate strategy, mission, vision, goal and objectives are

crucial matters that need to be addressed, re-
COmmunicated openly to all employees,

applicable for a|| scenarios.

visited and updated, as well as

These series of actions are

As mentioned in the conclusion, a business-related type diversification is
recommended as a temporary (or probably permanent) shift in times when
the existing businesses do not generate profits, Examples of business
diversification suitable for the scenarios with bad €conomic situation include:
; * Conducting maintenance of energy related equipment in the customers’
: plant to keep the equipment in good condition while the system is not
utilized due to long shutdown.

* Starting an ‘energy equipment salvage and trade-in program’ by seeking
the buyers and sellers of the unused equipment. In times of economic
difficulty, companies that are still alive will look for quality second-hand
alternatives when acquiring equipment for either their new short-term
investment or maintenance programs.  On the other hand, several
companies can no longer survive in this environment and would like to
trade some of their valuable energy-related equipment and instrument
for cash. ‘

Selling a turn-key package of ‘combined energy saving and security
monitoring’ system using less expensive technology. During this time of
economic difficulty, both energy cost and security becomes a big
concern for small to middle class businesses, such as those operating
i d fish ponds, and many others.

staple food storage or shops, shrimp and fish ponds,
bricated utilizing older versions of personal

A simple system may be fabri e e

i able at this .
computers, which are relatively afford ‘ -

. ith certain institutions (including non-govern
* Forming an alliance wit : © work on crtcal public ity profects i
wor
organizations) to seek funds an

Changing Environment
KONEBA (Persero) to Survive and Excel In A Rapidly Chang
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Sales and Mz, eting:

Sales ane marketing is one of 02 mogt Mportan: 5 Rucsess
TS IMporant fisids n e < FPT
KONSas ; ) ] L
UNZZA'S business Cperation thae TEQures signfica. NfEncemene
| . 129 R =B e SN -"-L-
main points cover Customer <as -

tef =
e acTon, Comzany Inarenecs ans< brang
Oyaily, as well as Competitvenses.

Attention shouid greatly be paig 1p Customer satcfacrion as of
| e Sati] 5 ONe of the
Mporant key success factors

Cusiomer satisfaction severdl remedies are recommended: ) -
Improve professionaliom of the m

PArketng force and the o st
M partcular and all other

Su_:ﬂor‘.ﬁ; K2ffs in general, and
- Provide best-in-class Cusiomer serncs ENCompasing pre- ang DOS-Saies
ACvities,

The above twe points M&y only work SucTesstiuly o Sufficiens rowards ara

performance, which SNoUlC finaly become offical
Measyres in Appraming staffs bus,

Cearly tied 1 indrvicdual

NESS success.
During pre-saies penod, the following

Tads should be sessed ous
Seing responsive, having positive atin, 3

Proactive, professional and Skl ang
Ummng the needs and wanrs of the clents.

-

Curing post-saes Period, the foliowing traits shouid be stressed oo

Seek continuoys feedback from the Chents, and
Provide gond post-sales service.

PT KONEBA shoyid Ceveiop sufficient com
Srand ioyaiy through:

PaNy awarensss and mantain

Aggressive acvertising in differant energy-related meda,
Published articles in various technical and energy magazines,
I”‘e"smedpubﬁcreiaﬁm,
mﬁaﬁdﬂaﬁonhmgyr&a@dsewasandm‘n;s,
SPonsership to events related to energy conservation, and
%mmm
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5-://-—-—'" Besides, whenever possible, It Is recommended to change the company
name to something more e

aslly recognized, energy-sound, and more

global, as the current businegs tendency Is towards globalization.
Followings are several suggestions,

only to give some illustrations on the
idea:

- EnerCon (stands for Energy Conservation),

- Energia Integrita (stands for Energy Integration).

In order to be competitive in the market there are several actions that PT
KONEBA should consider to take, such as:

Continuously conducting necessary market research,

Setting up and continuously doing the competitor intelligence analysis,
Providing adequate sales and marketing budget,

- Increasing service level to clients,

Intensifying sales and marketing activities horizontally and vertically,
and

Setting up alliances with reputable institutions and enterprises,

In time of economic difficulties while government preference is still enjoyed

by PT KONEBA, a pro-active networking and alliance with other state-owned

companies or institutions would become Crucial.  Meanwhile, customer

emphasis shall be based on the implications of the scenario conditions of the

environment. As mentioned in Corporate Strategy part, several concerns

arise as a result of the economic difficulty, such as;

- Customers’ looking for alternative maintenance and short term
investment solutions, and

- Growing concerns on security.

Therefore, marketing efforts shall be focused temporarily on giving

solutions to those concerns as part of being responsive to customer needs.

People and human resources development:

People are the most valuable asset for PT KONEBA as a service-oriented
company.  Quality hiring is necessary in order to get qualified human
resources. Existing qualified personnel should be retained through a series
of attractive reward system. On the other hand, releasing non-performers
is regarded as unavoidable In order to maintain or improve productivity.

Defining Robust Strategy for PT KONEBA (Persera) to Survive and Excel In A Rapidly Changing Environment

Scanned by CamScanner



4 Project: PT XONEBA Persero
r Grou FleC

-

e

T Page 9

Organization ang management;

Consideri ki _

nsidering the existing organization structure that lacks of agility in order
to serve the market, it is recommended that PT KONEBA restructure the
organization using Project-based approach and key account coveraqe,
The recommended Project based organization is established on a project

base, where an experienced Person should take the lead in a project team,

The project basically drives the organization type and its staffing, where the
each organization team consists of members coming from different
background who are assigned with their respective responsibilities and
accountabilities.  In this matrix type of organization, functionally a person
has a dotted reporting line to a project leader, while structurally he or she
also reports to a career manager.,

Key accounts coverage should also be taken into great consideration by
assigning somebody accountable for a certain group of similar account(s).
This practice will improve the special technical skills and capabilities of a
person since he or she will be dealing with the same tasks and area of
expertise,

In general, PT KONEBA should develop an efficient and highly productive
project-based and key account organizations, emphasizing sales and
technical forces. In addition, internal bureaucracy should be minimized,
and delegation of authority should be encouraged as necessary to increase

productivity.
Praject and financial management:

As summarized in the Core Strategy section of Chapter 7, several steps need

to be taken to improve the effectiveness and efficiency of the project and

financial management system.  Followings are key points for the

recommendations:

In order to provide attractive project financing it is advisable to set up

- ia
alliances with financial institutions. ~ Alliances with state-owned financial

institutions (such as banks, etc.) should be started out Immediately.

b
T imize efficiency in handling the projects, several measures should be
0 max

el In A Rapidly Changing Environment
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Defining Robust Strategy for PT KONEBA (Persero) to Su
e

Scanned by CamScanner



il GO

i /‘———

s Ml e i

o Fled Project: PT KONEBA Parsero

Technology acquisitions:

Technical superiority perception among the €nergy  conservation
communities is also something that PT KONEBA should be aiming at. This
includes acquisition, selection, and adoption of new Cost-effective
technology in energy conservation through pro-active knowledge base
update, and follow up with initiatives for implementing the efforts with the
customers.

Early warning intelligence:

As mentioned in the conclusion, the success of implementing the scenario-
based planning technique relies on the commitment of PT KONEBA in
pursuing with the early warning intelligence program. It is recommended
that PT KONEBA assign a team of staffs to consistently and continuously
perform this early warning intelligence program, using parameters descri 'bed
in chapter 8. Various sources of information should be used to get the idea

of what has happened as early as possible.

The following actions are recommended to be used in conducting the

[ ]

analytical output of the changing parameters, -
intelli , and wi
ing regular meeting among the intelligence tear: o
ucting r . "
. gt to discuss the situation and be prepared
Managemen

actions.

ing Environment
In A Rapidly Changing
ONEBA (Persero) to survive and Excel In
for PT K
Defining Robust Strategy
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Introduction to Scenario Planning for Developing Strategies

bit 3
Exhi of PT KONEBA

%

T

Most organizations have a success fottila, a cors stategy that enhanes 1
maintains their competitive position, — But will the formula vy in varions it

future environment?  Scenarios can be used 1o test the current formila s

derive contingent strategles,  In the concluding section of the chagter, a riaber

of speclallzed uses of scenarios are also briefly tesetiber,

Though future sight Is usually murky in most indisties &t et tines,

conventional strategic-planning techniques implicitly asstrne that the fitire
fAAt exsripatiies’

tihern e

K
i

governed by some sort of success equation that is knewatile,
success equation or formula was pursued with a single-ineded focus,

times are right, such equations seern to be as unchangeatils,

Even when the good times begin to go bad, most ezecutives do nat consider &

variety of alternative futures.  Instead, challenges to assumgtions in the glan

typically result in the organization modifying just one or twe of the variaties in its
time-honored equation.  As a result, many companies have floundered in the past

20 years when they were not prepared for disruptions in the fundarnental catse
and-effect relationships of their business.

One problem Is that conventlonal strategy technieues are 56 rigid that they e st
permit the exercise of intuition or useful speculation, — Théy da6 not (s the

penetrating question, in what alternative future business environments could the
organization’s old model for success be rrelevant, They do not ask, whiat

alternative futures might corne to be and how might they evolve,

Since the conventional approaches to strategy are too limiting, the scenatios vill
help and treat the future as a boundary 15506 by systematically identifying the
w5 environerent

range of uncertalnty in the broad factors that will define the biusslries
The scenarlos help managers 1o

in which an organization will have to operate.

rehearse a varlety of futures, so that when new condit
they will be able to react fm

provide a tool to probe a numbe
ctors that could b Important,
the full range of lssues that could

jons that are Included in one
ore nimbly than their
r of plausible
Whan

of the scenarlos comes to pass,
competitors,  Alternative scenarlos
futures and to test combinations of fa
prepared well, a group of scenarlos will cover
threaten or open opportunities for a firm.

Wil 1 s s ———c—— A Bagiity (haregieg B
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By using a set of different SCenarips
business environments to test their ¢

urr
geal is to create CoOmpetitive

ent and potentia| strategies, When the

+ the role of SCenarios |
relevance of 3 Strategy.

managers are not ®asily surpris
because they have
exercises,

“lived” i

1) Exploring Strategic Focus Questions
2)

3)
4)
3)

Identifying Business Issues and Concerns
Classifying Uncontrollable Issyes (or Uncertainties)
Prioritizing Two Most Leveraging as Prima
Using the Remaining as Secondary Ke
Parts of Key Strategic Elements

Iy Key Drivers for Scenario Matrix
y Drivers for Additional Uncertainties or

6) Using the Controllable Issues as part of Key Strategic Element

7) Building Scenarios
8)

Analyzing the Implications of the Scenarios to the Key Strategic Elements
9)

Developing Scenario-Specific Strategies

10) Defining Robust Core Strategies

11) Defining Contingency Elements .
12) Preparing Early Warning Intelligence and Monitoring

nging Environment
PT KONEBA (Persero) to Survive and Excel In A Rapidly Changing
Deflning Robust Strategy for
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defining issues to consider, The project should:
» Deal explicitly and effectively with the full ra
term future,

nge of uncertainty in the long-

* Take account of future corporate, competitive, and technological conditions,

» Be compatible with existing planning and Management culture, and

* Be capable of developing a range of plausible technology strategy options.
With these issues in mind, we framed the decision-focus questions. This listing

then led us to identify key decision factors that the scenarios would have to
address and project trends for,

Identifying Business Issues and Concerns

The first step is to identify on which strategic decision and the issues should
provide the focus for the scenarios.  This crucial task establishes the scenario
process as a means to help executives make better strategic decisions. Also, by
specifying which decisions are to be made, it effectively links the scenarios to
specific planning needs. By aiming the scenarios toward making one or two
specific decisions, YOu can prevent the process from straying off into overly broad
generalizations about the future of society or global economy.

Usually, the right decisions on which to focus the scenarios are strategic rather
than tactical. This is because scenarios deal more with longer-term trends and
Uncertainties (often with a 5- to 10-year time horizon) rather than shorter-term

developments,

Classifying Uncontrollable Issues (or Uncertainties)
- Prioritizing Two Most Leveraging as Primary Key Drivers for Scenario

Matrix
- Using the Remaining as Secondary Key Drivers for Additional Uncertainties

or Parts of Key Strategic Elements

{ A Ra D dly Changmg Environment
De" U for PT KO (
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:MBuilding Scenarios

] The scenario team collects the basic data from which the new scenarics are
constructed, and the structure is put into these by clustering and categorizing, and
by a search for trends and underlying causal structure. The next step is to create
a limited number of scenarios in which the insights gained can be reflected. The
purpese is to develop @ number of internally consistent story lines, which project

as much as possible of the learning cbtained in the project.

Building individual scenarios proceeds through the following four stages:
Develop a complete list of drivers that will be treated in the scenarios

e
s Analyze the interrelationship among the drivers
Find dimensions that embrace the areas of greatest uncertainty so that the

scenarios can be spread over the broadest plausible range
s  Write the scenarios

A group of managers can quickly develop individual drivers of success for the
company. The intent is to generate a listing of individual drivers without specific
reference to their interrelationships or relative importance in explaining any
particular ch.ange. These individual drivers emerge as managers and others
identify the forces they believe are important in the current environment or that

might change it in the future.

The scenario team then explores the interrelationships among the individual

drivers and identifies groups that cluster around common themes. It requires

much iteration before a small number of themes can be found that includes all of

the most important drivers. It will be more helpful if people representing several

disciplines, such as economics, political science, and some relevant field of

technology, are represented on the team. These are used to define the broad

characteristics of the future business environments that could occur, and then to
select the four or five that will include among them the broadest set of challenges.

Analyzing the Implications of the Scenarios to the Key Strategic

Elements

This exercise enables decision-makers to turn scenarios into strategy.  The
ST
E‘ ber 1994 Defining Robust Strategy for PT KONEBA (Persero) to Survive and Excel in A Rapidly Changing Environment
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he ralsexh ‘ A
+  What are the strategic Implications. of the scenarios tor the ASTITRVSTRRSN
) e RN Sy
selectent at the outset of this pocess and,

o WHAt ORTOns do the seenaon suggest to us

The development of an aifective robysy ARGV RIS Bl e 1han scenais
Other aloments aie @ St Vson, goal and abietives CoEet e ,u\-ﬁ\\f,\.
and assessment o core competeicies, 10 name a few. o this Brocess seme
intial andt valuable strategic insights can be developad. e needs of dach
Qrganization for strategic Insiohts will differ somewhat.

Developing Scenario-Specific Strategles

At the end of the process in developing strategy of scenancs, there wil be as
many sets of strategies as there are scenanos,  There will ey daldy be areas of
overlap across the sets, but there will ao be areas of striing difecence.

For each scenario, implications are assemblad 1o develop stralovies that are
spevific to the creumstances and conditions in sach scenario workdh, It
essential, that a policy-level executive fead each team o assie oweeishin of the
strategies.  The team can include managers ftoim the varous Iunctons, siweh as
planning, sales, marketing, engineering/ tachnoiogy, amnd finanve that wouk! usvaky
It is helpful if the team mambars have some parteination
Fach of thesa groups devels

contribute to strategy.
in the selection and preparation of the stenarios,
a set of strategies that would optimize reswits if their workd actually occurred,

By assigning separate teams to each SCenario, thelr XS R Reit o Crealiygg a
strategy to maximize the beneflt to their drganization, given that sceaar,

Defining Robust Core Strategies

The central challenge is to identify a set of core strategies that are consiiead
robust ones, suitable for a wide variety of possible futuiesthat contrdute o
competitive éd\'antmae. All the strategies are tested i aach Work! T asoeitaiy
which will work in the full variety of BUSINGSS eVIOIIMEQTS, - Statepies from each
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monitoring programs,
contingent strategies.
response to conditions t
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PT KONEBA Scenario Planning Team

Group 1: [r. Rabindra Siregar (Group Leader)

Ir. Rafles
Ir. Dicky Edwin Hindarto
Dra. Endah Solihah
Ir. Fritson Tinambunan
with Nasir Advani and Russe| Tambunan from IPMI as facilitators

far Scenario-2,

Group 2:  Ir. Paulus Pulungan (Group Leader)

H. Achmad Fardie, BBA

Ir. Budi Arni Marbun

Ir. Iwan Rustandi

Ir. Gunawan Wibisono
with Muhamad Ismala and Anni Tan from IPMI as facilitators for Scenario-3,
Group 3: Ir. Magda Tumbol (Group Leader)
Ir. Julia Indrayani Puar
Drs. Paladen R, Simanjuntak
Ir. Satijo Adji
Ir. Mochammad Gani Arifin

with Achmad Muliadiredja and Henny Hariyani as facilitators for Scenario-4,

Dcnning Robust Strategy for PT KONEBA (Persera) to Survivie and Excel in A Rapicdly Changing Enwironiment
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PT KONEBA Scenario Planning Workshop Program

Pre-workshop program (2.5 hours — October 22, 1998)

1. Introduction to Scenario Planning
2. Defining the Focus Questions
3. Discussing Issues and Concerns Gathered from the Interviews

1-Day Workshop Program — (12 hours — October 28, 1 998)

Opening Speech

Gathering Additional Issues & Concerns
Grouping Issues & Concerns
Prioritization of Groups of Issues

1
2
3
4
5. Matrix Preparation/Building incl. Explanation
6. Building Scenario for Quadrant-1

7. Building Scenarios for 3 Other Quadrants by 3 Groups

8. Presentations of Scenarios by Groups

9. Test Focus Questions & Current Strategies in Each Quadrant
10. Key Strategies Elements

11. Draft Strategies for Quadrant-1

12. Draft Strategies for Other 3 Quadrants by 3 Groups

13. Presentations of Strategies by Groups

T
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