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Abstract

Basically a company is a form of business entity that created in order to give benefit to the
owner. In this matter it is important for a company to remain profitable and to improve its
profitability in order to deliver its function. Every managers and decision makers in various
companies throughout the history might have various methods and strategy to maintain and
improve profitability. This paper tries to examine the various methods that can be used to
improve company profitability. Improvement in sales and reduction in cost will be examined
and any obstacle that hinders profitability and even worse can cause the company to a
bankruptcy is examined. This research use qualitative approach through various theoretical
studies. There are success and failure of companies throughout the history in the attempt to
improve profitability. This paper tries to examine and findout how a company can be
improving its profitability and how a company can be failed. The result shows that there are
various methods and ways to improve profitability and must be linked to the characteristics
of business, product made, environment and time. Company must also be ready to adapt and
change from time to time because there are no single method can be used for eternity.

Key Words: Profit, profitability, improvement, company, change

l. INTRODUCTION

Profitability is very important for a company. Profitability is directly related to the
company's ability to generate profits. Profit can be considered as the main objective of the
establishment of a company. Even in this modern era where it is often said that the goal of the
company is more focused on increasing companies valuethat epresented by the stock price,
increasing profits continue to play an important role. A Company profits might be used to
buy equipment or engaging on an investment projects which might further increase the value
of the company itself. Throughout the history of economy there are many policy makers and
managers who strive to improve profitability of their company. The wide variety of different
methods and strategies has been created each with its own strength and weakneses. Several
methods are so well known and accepted as the standard and correct method to run a
business, studied and taught in many educational institutions. This paper will examine and
discuss the various ways to improve the profitability of the company and the possibility of its

application in enterprises in Indonesia.

1. THEORITICAL REVIEW AND DISCUSSION
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A. Profitability

Khan (2004: 26.4) simply defines profitability as income or profits gained after taking
various costs into account. Costs here are used for purchasing materials, for production
operations and investment activities. It means that before a company can gain a profit, some
amount of fund are required. The ability of companies to sell their products and earn income
that exceed the costs is the fundamentally important. If income is less than costs incurred to
acquire it, a loss happened. It is clear that there is a risk factor in the company's efforts to
attain benefit. Enterprise risk is generally greater than the risk of saving money in the bank so
that the rate of return or profit is also expected to be greater than bank deposit rates. Investors
put attention to profitability because it is connected directly to the dividend or capital gain.
Creditors also pay close attention to profitability because it is still connected to the company's
ability to pay its obligations. This means that profitability is also important to obtain fund for

company that is needed in order to survive and keep growing.

B. Improving Sales

From the previous explanation it is known that the sales have a direct impact on
profitability. In other words, if the company is able to increase sales (assuming that the cost is
fixed) then the gross profit will increase proportional to the increase in sales. Here are the
various efforts that need to be done in order to increase sales:

1) Improving the performance of sales force and marketing. Marketing and sales
personnel are often referred to as the front line of a company. In this case it is
important for companies to attract reliable sales person and defend it from the reach of
other companies. The company's capability to manage its human resources plays an
important role here. In addition, the performance measurement system and good
practice of incentive systemeventuallymight make a reliable marketers attracted and
remain in the company also might improve sales performance. The company also
needs to improve the skills of their marketing force in marketing their products.
Singla (2010: 175) states that the marketers need to play three roles simultaneously:
first, the persuasive role where marketers can influence the minds of consumers with
emphasis on the quality of its products. Second, the role of services in which
marketers need to deliver information about the product to the consumer so that the
consumer does not need to seek information themselves. Third, the role of
information providers where the information given to consumers adequatelyie the

products which is likes and dislikes.
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Increased productivity of production. In addition to increasing sales, the products
themselves surely must be already available along with sales. Do not let happen
marketers have managed to get a sales order, but when they order it into the sales
section, the product turns out empty, exhausted or have not been produced yet. This
surely will slow down the products delivery to the consumer and if the consumer is
still a reseller or retailer then their sales connected to the company product will also
stalled and all this means the salaes turnover will be very low and will have negative
impact to total sales in a certain period. Prokopenko (1987: 3) stated that productivity
can be defined as the relationship between the output generated by a production or
service system that the input provided to create this output. Ford car company in
Henry Ford era for example was very concerned with the problem of productivity, the
production process is designed so much so that it can produce smoothly without
interruption, and workers are given incentives only to ensure production runs quickly
and smoothly. The company also has a very deep focus and commitment to
production equipment, make sure that the equipment break down is rarely happened
and even when it is happen it was dealt immediately as soon as possible so that the
production continues as soon as possible. Effective and efficient production ultimately
can save money that bring the profit from cost-reducing or can be used if necessary to
lower prices in order to increase demand.

Changes in selling prices. One aspect that can increase sales is the change in the
selling price. But this should be analyzed and tested in advance in order to avoid the
opposite effect, namely a decrease in sales. Using simple mathematical, sales figures
is obtained by multiplying the number of products sold by the selling price. This
means logically if the price is increased, the sales will go up, but keep in mind that the
price is also related to the demand for the product. Anincrease in sales price without
an increase in quality, especially in the intense competition can reduce the demand for
products and consumers can switch to another company's product. On the other hand
a decrease in selling prices may have increase demand. This is where analysis is
important before prica can be changed. Prices need to be changed to a certain range
that ensures sales are at the highest level. In this case the pricing strategy is included
in the product marketing strategy. Actually there are many variations of pricing
strategy and are not necessarily intended to increase sales but also to win the
competition, promote new products, obtain a certain market share target, etc. Pride

and Ferrell (2012: 371) states that there are a wide choice of pricing methods such
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ase: based on the cost of production which is then added with a certain amount or
percentage, based on the level of demand that if demand is high then the price is
higher and if the demand is low then prices are low, based on competition / rivalry in
which prices are determined by first looking into the price of similar products issued
by the company's competitors, etc. There are many other considerations and
approaches to pricing and corporate management can use this to optimize sales.
Rebates, bonuses, and negotiations with customers can also be an alternative pricing
strategies that also need to be considered.

Advertising and sales promotion. One significant effort to increase sales is advertising
and sales promotion. In many small companies advertising and sales promotion
functions are merged into one. There are various ways of advertising and promotion
of products ranging from sales / promotions from door to door, from mouth to mouth,
hand out fliers in certain places, advertising in the media of newspapers, magazines,
radio, television, put up banners, display products in a variety of crowded place,
distributing free samples of products, offering an attractive package purchase, use of
reference, the use of a variety of consumer testimony, even to the online promotion to
the internet. Each of these various advertising and sales promotion has strengths and
weaknesses and of course also have different costs. Stafford and Faber (2005: 68)
states there are several purposes to do promotion such as: to increasie sales, increase
consumer awareness or knowledge of a particular brand or product, distributing
information about a product or brand, enhance the brand image, stimulate emotion or
creating additional options of brands which can be choosed by consumers. In addition
to advertising through the media, the promotion at the time of sale (sales promotion),
such as distributing discount coupons, sponsoring a particular sports team or sponsor
specific activities, distributing free samples at the supermarket, conduct certain
activities even invited the well-known public figures, etc. it also plays an important
role in boosting sales. Mullin and Cummins (2010: 4-5) states there are eight reasons
for the importance and growth of sales promotion: 1) Firms are getting better at what
they do and sales promotion offers a tie-breakers in markets in which most products
are excellent. 2) Customers look for more from the brand they buy and sales
promotion offers novelty, excitement and humour at the point of purchase, which the
customers respond to, 3) The pressure to achieve short-term results is growing, this
can be done through the promotion of sales, 4) TV audiences are fragmenting as the

number of channels grow, making it more expensive to reach certain audiences and it
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is more difficult now to reach particular groups, 5) The growth in the sheer number of
competing brands and products is leading people generally to switch off from many of
the advertising beamed at them, 6) Advertising research has shown that the sales
effect of TV advertising over a four week period are between two and seven times
greater when advertising coincides with promotions, 7) A sales promotion can be used
anywhere in the cycle to retain favourable customer relationship or repair the
relationship when things go wrong and a sales promotion is an excellent way to
restore or retain goodwill, 8) In mobile marketing a second lesser sales promotion in
bounce-back can make all the difference to retaining customer interest and future
responses. In Indonesia, the consumption level is high enough so the use of variety of
media promotion can still be fairly effective in introduce and market the product. The
most effective promotion for each product may vary in different regions. The types of
products, etc. can also be different that need to be considered and designed
appropriately.

Branding, packaging and labeling of products. To be able to increase sales of the
product would need to be named, packaged and labeled as attractive as possible.
Display and naming this product becomes part directly visible to consumers and lure
them to try and to buy the products. Branding, packaging and labeling, surely needs
serious attention and examining various aspects such as consumer characteristics,
trend, etc. In Indonesia, for example there are trends to name the products to resemble
western product for example a shoes named Piero, donut named J-Co, and many other
which successfully give certain image. This has proven successful in attracting
Indonesian customer to try since many customers in Indonesia has an assumption that
western product are ussualy have good quality. It is the fruit of the accuracy of the
company in the naming of products which lead to good sales. In the case of packing
or wrapping products, Pride, Hughes and Kapoor (2012: 346) states that package ia a
vital part of a product where the product can be seen more multi-use, safer or easier to
use and through the shape, appearance and message shown, it can affect consumers in
deciding to buy the product or not. Surely creating package of the product required
certain cost and the amount can be varywhich it means the manager must make sure
that the costs incurred can effectively make consumers interested in buying the
company's products.

Expansion. Expansion can be done either on the existing markets and expansion into

new markets or new areas and even to other countries. Expansion into new markets in
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other areas or even in another country is something that has been common for foreign
companies. However, this is still limited in Indonesia, especially if related to overseas
expansion. The size of market in Indonesia is played its own role in this regard. The
market in Indonesia is still very large with consumer characterized byconsumerism
which makes it great marketing potential. But it actually can be an alternative for the
company to increase sales. Despite this, expansion to other areas should really plan
carefully beforehand because it requires knowledge and adequate management. Akay
(2006:118) states that the company that is in a good financial condition should
investigate the possibility of expansion, but must first: 1) expand all the department in
line with the increasing demand and business requirements, 2) Getting staffs who will
evaluate opportunities for expansion, establish directives and rules, and will oversee
the expansion, 3) Selecting the appropriate staff to the needs of new product / area /
new country, including to open branches, etc. All this means that in order to
expandinto a new markets field research and careful analysis must already been done.
The characteristics of the destination area needed to be studied so that the company
can operate expansion at low cost but potentially gain abundant profit.

New products. Innovation and creation of new products which are also included as
one form of expansion not only geographically but in finding new markets, new
customers, etc. Innovation and creation of new products is one important part of the
search for new alternatives in order to increase the company's revenue. If we observe
many companies from abroad as examples like other countries fried chicken, burgers
or pizza restaurant which opened their branches in Indonesia,we could that they often
innovate new products every few months and promote it on television or through
fliers and banners. It was able to affect the consumer to come and try their new
products and this has made their outlets are always crowded by visitors. If we actually
observe these restaurants already have a flagship product that is preferred by
consumers since the first, but they will not cease to continue to create new products to
boost consumer interest and improve their image so it always looks modern and
certainly boost sales. This shows that the company may try to increase their income
through new products while continuing to maintain a flagship product that has proven
profitable. Onfortunately this has not been widely followed by the culinary business
ventures in the country despite the retail business has begun to follow this trend. For
entrepreneurs or companies who rarely or never even did the creation of new

products, the company is actually skip additional potential revenue that could be
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obtained. Actually what makes management of a company is reluctant to innovate?
On this Cooper (2011:1) suggests a dilemma, namely: The shareholders and
executives have always wanted the creation of a new product that is prestigious and
profitable continuously while the management due to the financial condition and
competition always wanted to drive a company in a different direction, namely small
businesses actions that are safe, less risky, less ambition, etc. It’s true that to create
new product there will always be a risk and management tends to avoid risk in order
to maintain their jobs safe. Therefore mutual understanding between the owners and
management must be achieved; incentives toward growth of the company must be
planned and executed. Creating new products would also need several cost such cost
of research, trials, field trials, etc. until the company is really ready to launch new
products which it means it would required careful planning.

The selection and dismissal of the product. Innovation is an effort to continue to look
for more products which is most profitable. It is based on the idea that not all of
products or services are the same. Some products provide a great profit if they are
sold and some are not,Some product is so preferred by consumers that achieve a high
sales turnover while the other products are not. Therefore, in addition to continue to
try to innovate the company should consider to dismiss the products / services that
have little or no sold well or if the sales turnover is too low and prioritize sales of their
better products. The dismissal reason are varied such as wanted to create space for
new products that can be more profitable or to reduce the workload or the production
has been too large and it create unbearable burden, and so on. Before you dismiss a
product, the product needed to be analyzed and observed whether the product should
be dismissed or not. Decision-making in the determination of the product basically
simply is done by choosing the best product than other products. In simple terms this
can be done by comparing the gross profit generated from the sale of each product
and further by using financial management sciences or economics technique science
that can be used here, The production of products can be considered as investment and
comparation between investment alternatives are needed to choose the most profitable
investment. Bhattacharyya (2011: 706) states that there are some important decisions
here such as: 1) determining the most profitable product / sales mix with the
assumption that fixed costs is constant and the product that will be choses are the
product that has contributed most by calculating the contribution margin 2)

determining whether or not to accept new orders which means not all orders from new
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buyers should be accepted, but adapted to the remaining production capacity and
profit that can be gained, 3) the decision to buy or create the component that will be
produced, and 4) the decision to do production activities or not at all.

The establishment of a special team tasked to build profits. Luddy (2009: 36) states
that although it is still not common, ther is needs for a special team tasked specifically
to increase profits and managers must be able to choose the members of this team
correctly, arrange required meetings, and determine concrete goals to optimize
company profit. Although it looks trivial and company profit has been a general task
for company’s managers or director, but it turns out this particular special team will
be able to produce a variety of creative ideas that were not commonly thought by the
company managers. This team will be able to generate ideas which will then be
followed by conducting various surveys and analyzes associated with these new ideas.
From the survey and analysis of the data, new feedback will be obtained that has
never been owned by the companies before and from these data the various new
methods in various parts of the company can be found and applied and it might
produce a variety of other development ideas. From here the company will be a very
creative company and has better capability able to solve various profitability problems
arising from competition and changes compared to its other competitors, it will be a
differentiator between a competitive companies that excel in competition and
company that quickly eliminated from the competition. It means we must not
underestimate the function of this particular team. This teams are still not commonly
exist in most companies, but given the importance of profits for the company then it is

highly recommended.

Decreasing Costs
One other important factor affecting the profitability directly is the issue of cost.

Every successful cost savings done by the company will be able to increase profitability by

an equal amountwith the assumption that the rate of sales is constant. Costs can be classified

into the cost of production and non-production costs. Simply put, Weil and Maher (2005:

286) states that there are five profitable way to reduce production costs: Reduce the number

of components required, using cheaper materials, improving supplier performance,

production at a cheaper place, or reduce worker. Here are the various cost reduction efforts

that can be implemented in order to improve the profitability of the company:



1)

2)

3)

Reduction in the cost of materials. In this case it is about the cost of purchasing the
raw materials required for the production process or in the non-manufacturing
companies is the purchase price of goods to be resold. In this case the management of
the company needs to determine whether the raw materials purchased already cheap
or they can be negotiated again to get an even cheaper price. Whatis the payment
terms like, when is the payment deadline and how bigthesales discountsthat can be
accepted if buying with cash or if buying in large quantities. Russell (2006: 118) in
terms of raw materials even suggestsmoving the production facility to a place close to
the availability of raw materials if it can reduce the cost of raw materials.In this case
the management company must doing a lot of information gathering on the price of
raw materials in the market and looking for the best supplier that can provide
adequate quality materials as required for the lowest rates possible. To avoid
unwanted risks it would be nice if the company does not depend on one supplier
source alone but some suppliers, but also sought not so much since if the purchase
divided, it means the companycan not buy a lot from the suppliers which it meansit
wont get any discount.

Storage of materials. Raw materials or components should be stored and this requires
storage costs. In this case the savings can be made with the purchase of materials or
components that are needed near the time of production. But keep in mind the
relationship between the company and suppliers. If the company does not have a
trusted relationship with suppliers, the raw materials ordering system that is near the
time of production can pose a risk if at any time the material is not available or the
price is rising. This is what makes some companies choose to save raw materials for
longer time so that the smoothness of the process is assured. Russell (2006: 120)
make an example from Dell company that averagely onlybsaves components 4 days
before they are assembled into a new computer and the computer is assembled after
being booked which means it is very efficient and reducing the cost of maintaining
inventory.

Reducing the cost of the production process. One of the costs to be incurred for such
production processes are energy costs. In this era reflected by sustainable
development, there are many equipment and gadget that save energy has been created,
but in the country there are still many who do not realize this. This is in keeping with
the view of Weil and Maher (2006: 286) above about the importance tosave as much

as possible the component or engine parts needed for production. Management needs



4)

1)

to check whether the cost of the production process is able to be reduced or not
possible with the replacement of such equipment and of course it will need initial
cost. Total costs for the purchase of these various equipment can be compared to the
number of cost-saving and or with the increase in production that may occur through
the replacement of this equipment. There are many companies that had executed this
and examine the process of the energy use and utilize cheaper natural energy.

Reduce the non-production cost. For example, by reducing marketing costs by
choosing methods that is effective but also efficient and inexpensive. Reducing
administrative costs arising from the bureaucracy. For global companies they can
reduce the cost of meetings and travel by means of teleconference. Even if it is
possible and does not disrupt the company's operations can use telecommuting work
process in which employees work from their homes to save on transportation costs
and the provision of space for employees. The use of technology in order to reduce
costs is still not widely applied in Indonesia, but has the potential to cut operating
costs. Various strategies expenses should be calculated and taken into account for
example which one should be chosen between providing a company car for which the
company has to pay for gas, insurance and vehicle maintenance cost or prefers to give
transport money for workers? Employ special workers to promote good product on
the field or online or pay for advertising or both? Hiring permanent workers or use
outsourcing or both? Various non-production costs is often underestimated because
the valuerdoes not look so bigcompared to value of production cost but if savings can
be made collectively on various postal activities, it turned out that the cost reductions

amount can generate additional handsome revenue for the company.

Obstacles of Profitability and Causes of Losses and bankruptcy
Generally, all companies in the world are definitely wants to increase the profitability

of the company, but this has not always run smoothly, there many barriers and obstacles that
can hinder the company to improve its profitability and not rarely there are companies
thetsuffered losses for years and headed into bankruptcy. Here are some aspects that can

hamper profitability and cause losses and bankruptcy of the company:

Incompetent company’s management. Incompetence of management in formulating
appropriate strategies and to manage the company obviously will hamper the ability

of the company to increase profits. Luddy (2009: 20) suggests these four issues: 1) the



2)

3)

4)

lack of training for management that adversely affects the ability of management to
manage the company, 2) the high rate of turnover in the management allowing
repetitive change in strategy even before the previous one achieved and this also
potentially causing confusion, 3) companies lack a consistent process to increase
profits, 4) the manager divert his attention by a variety of other issues which although
looks important (such as competition, technological, procedural changes, even
customer service) but can not be directly related to the problem of profit and loss
company. Management as a subject are the main actors in improving the profitability
which it means it is obvious that the quality of management directly affect the action
taken.

The cost is too high. The cost which is too high, both production costs and non-
production costs will eventually be charged to the selling price per unit of goods. Let's
say if there is an additional administration fee of Rp 10,000,000, - a year while the
company suppose to produce 10,000 units of product a year, mathematically each unit
of products will bear the additional cost of Rp 1000, -. In this era many strong
companies are falling because it has already large costs while new competitors that
are able to reduce costs keep appearing which means the competitors products’ selling
price per unit is cheaper. Therefore, even if a company has been established since
long and successful does not necessarily allowed to become complacent and do not
supervise the postal costs.

Lack innovation. The era is ever-changing; product innovation is absolutely
necessary, stop in innovating means staying stagnant and obviously will lead to a
diminishing state. The competitors are always coming with newer products, more
customer oriented and probably also cheaper. Strongest companies need to continue to
innovate, especially to maintain his lead and maintain the business while the new
company will also need to innovate to enter the arena of competition and achieve
success. What makes a company is not able to innovate or less innovative than a
competitor? Company’s system and culture itself. Companies that have a system
which seeks to challenge the problems with new innovations or continue to want to
grow the company with new innovations will continuously innovate and unceasingly
spawn new products. While companies that are "not used"” to change or because they
do not have such system will tend to stagnate.

External factors: government, government regulations, changes in time, unions, etc.

The government of a country in this matter may issue regulations that benefit the



5)

6)

company and simplify its business and or otherwise publish inflexible rules and tend
to limit the company in improving its profitability. The company would have to
comply with existing regulations if it does not want to have a fine and if it wants to
continue its business in the country. In this case, what sometimes could become a
problem is that government policy in different countries may differ from each other
even though companies in different countries can compete with each other. Let's say
that companies in America, which stresses human rights generally, bear the cost of
workers health, workers social needs, etc. which makes them having trouble to
compete on price battle with the company of some Asian countries whose
governments do not burden the companies too much in the same matter.

A very large debt. In terms of developing the company, the existence of the debt as an
alternative funding to meet the needs of production activities, operational and
investment are clearly needed. Cheap fund originate from low interest debt may be the
right solution and if it used properly will accelerate the company's growth. But in this
erawee have seen many large companies that fall into trouble to not be able to pay
their debt since the amount of the debt is too large compared to the amount of assets.
Call it one giant company like General Motors who had many success stories in the
past even pioneered the birth of one of the essential science of Activity Based Costing
that is useful in calculating the cost of production per product appropriately. The
company eventually had to be bailed out by the government because of the difficulty
of obtaining fresh funds. Prior to the bail out, the company could seek to raise funds
through the sale of bonds, etc. but the large amount of debt, lost in a competition
which the production cost is high, etc. make investors reluctant to invest their funds to
the company despite having big names in the past. Learning from this experience, it is
only natural that many governments in many countries called on various companies,
especially companies in public service to maintain sufficient funds and be cautious in
the use of debt.

The level of investor confidence is low. The level of investor confidence certainly
connected directly with the amount of fresh funds that can be obtained. Availability of
funds is the heartbeat for the company to be able to move from period to period. Even
a healthy company can experiencing bankruptcy if they do blunder in the management

of funds. It is important for companies to maintain good relations with investors.

Profitability, Challenge of change, and a variety of Errors Strategy mistake.



Change will definitely happens, economic conditions will change, consumer
characteristics will also change from time to time but in fact how a company is being
managed is mostly unchanged. In the above description it has been discussed that the
company should always seek determine which production process is the most profitable
including the selection of the most profitable products, management and accounting systems,
sales methods, methods of pricing, etc. All good companies from time to time vying to
increase their profitability, and if they manage to find the most effective formula there is
possibility that they will keep using it in many other situations and it can be a culture of its
company itself.ways or the best method to improve profitability. Companies must find and
then

From those successful methods, many economic theories are born and followed by
many companies in the world as a method that needs to be used in running the company. But
here comes the danger that is enough to sink strongest companies. Change from time to time,
followed by various changes in the economic and consumers characteristics which might
create a new problem that may unable to be resolved with the old method. Therefore,
increasing company profitability for a company is a management task that needs to be
continuously updated. First, it is very important for the management of a company to
continuously observe and analyze the market and the customers. Management needs to
observe any changes that occur to then make the right strategy to continue to increase
company profits.Regarding changes in the present, Wreden (2007: 15) states that this era is
the era of economic consumer / customer where the customer wants a better product with
cheaper price, better service levels on a regular business interactions, satisfying experience,
and access to all the terms at any time via telephone, e-mail, web, stores or kiosks. It is quite
appropriate to the situation in Indonesia today. In other words, if a company has a good
product but expensive then the consumer may be complaining about it, if the product is cheap
but with poor quality they will also complained, if the product is good and the price is cheap
but it is hard to get they will also complain, if the service is not friendly and not good they
too will complain. In other words, the increase of similar products and the increase of the
competition plus the role of the media in the promotion and various specific regulations have
made the power move to the consumer. Consumers really become king. A slight
mistakeoccurs in the company will be exposed to the media and severely criticized by
consumers. Sometimes it could force even big companies to have to apologize to consumers
primarily through online media. Even the non-manufacturing firms and services such as

banks, hospitals, clinics, specific equipment service, and others can notevading the spotlight.



This makes the company should really check their own products wheter it is in the form of
goods or services, their service, access to customers and make sure everything is good before
there is a problem with customers and escalating through the preaching of various print
media, television or online media which is certainly possible to lower the reputation of the
company.

Changes in the level of consumer capability to gain information and to compare the
prices of products make the company must be aware of its marketing strategy. Slywotzky,
Morrison and Andelman (2007: 6) states that the intense competition today often make
companies compete for market share with one method which is to lower the price and this
might be followed by other competitors and they become involved in a price war and create a
no-profit zone. In this case the company no longer operates to increase profits but merely to
survive in order not to lose its customers. Companies should strive to not get stuck in a
situation like this, but trying to find an alternative to still earn a profit. Lowering the price
may be done, but it must be ensured that the profitability of the company is maintained or
increased. The company must remember that the price reduction has its impact which some
consumers might consider that the company's product quality is low, or that the company has
set the prices to high all this time, or the company could not compete and pressed by another
company's products which will then be considered that the other company's products is better.
Another impact is as stated Wreden (2007: 3), which emphasizes that a company's that target
sales growth are often try to achieve it through cutting prices or giving discounts. This is
going to increase sales for a while but will reduce customer loyalty and ultimately reduce
profitability; it is because consumers that are easily drawn by the price isgenerally a
consumer that can easily betray the company if there is a cheaper price elsewhere. All of the
above fact indicates that the company should think long before lowering their selling prices.
Companies need to determine the purpose of selling products, the desired profit and use the
right strategy with the promotion and explanation adequate to consumer products that can
attract consumers without having to go into the zone without profit.

Another strategy that many companies do to improve the profitability is the reduction
of labor force which appear to give only temporaly benefit. This is done to reduce labor costs
in order to remain profitable. At first glance this seems logical and fundamental but many
companies who make mistakes in this matter. Luddy (2009: 14-15) suggests many companies
are experiencing a long term loss after a workforce reduction and will be in a state of
debilitation and when the activity began to increase the companies actually have to spend

much more money to recruit and retrain new workers. Not to mention the time and the



difficulties that arises to recruit new workers back. Luddy (2009: 15) describes companies
like Eastman Kodak who even have to use a strategy of outsourcing to instantly meet its labor
needs but it must spend 3 to 4 times greater than if their previous workforces do the same job.
Also keep in mind that older employees which are more familiar and experienced are
possibly can understand where is the problem of profitability of the company and can helps
the company.

Strategy of price reduction or workforce reduction above which are often takenby
many corporate managers prove that corporate managers often only think short when they try
to solve the problems of profitability. This means that even if the issue is resolved there will
be another problem and might be bigger problems related to the survival of the company
which can have a major impact and make even a great company failed and then vanished.

The changes do not stop here, Wreden (2007: 20) states that after the economic
characterized by increasing consumers / customers demand it will turn into higher economic
demand where the demands of the consumers towards the perfection of the company are
higher. Above circumstances can certainly be viewed through two sides, from the pessimistic
side of course this is seen as a difficulty which limits the space for the company in carrying
out operational activities and investment, a variety of small and large employers will think
harder, chose safety mode and not try to achieve expansion. From the optimistic side, this
change is seen as a driver, driving and even coercive companies to improve the overall
process in the company and become a company that is better and more profitable.

From either side, this change is still unavoidable and for companies that want to
survive they must adapt to reflect this change while continuing to strive and innovate to
increase its strength in the increasingly fierce competition. Increasing the price of the
products is not necessarily directly means that the profitability of the company increases.
Therefore, policy makers should emphasize that the main goal is to increase profitability is
not an increase in sales. The increase in sales is just as one important factor in improving the
profitability of which must be accompanied by other factors such as the cost of production,

non-production costs and others.

CONCLUSION
Generally, all companies needsto remain profitable from time to time to be able to

maintain or to improve the company. Failure to gain profit that happened continuously for



several periods or even experiencing loss can make a company is in a dangerous position.
Many wide varieties of methods and efforts have been made by many companies since time
immemorial and mainly purposed to improve sales and cut costs. Many success stories
inscribed by many companies and managers, but there are also several failuresones. Further,
to make it more tense many companies that previously had success stories and methods and
are widely recognized and imitated by other companies around the world then suffered losses
and bankruptcies in another era. This suggests that the company should always be ready to
change and adapt, need to think ahead and be ready to face new challenges and new
competitors. The new era of economic will be tighter and characterized by consumer demand
that the company should be more perfect in delivering products and services. Monopoly era is
over and the era of fierce competition where the consumer is the king already happened and
the condition will be stricter and stricter and it means major change to improve how the a

company is managed are needed.
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