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SCM adalah konsep
atau mekanisme untuk
meningkatkan
produktivitas total
perusahaan dalam
rantai suplai melalui
optimalisasi waktu,
lokasi dan aliran
kuantitas bahan.
Manufakturing

konsep KANBAN atau

dengan

Just In Time {(JIT) yang
ditemukan ofeh Toyota
merupakan konsep
SCM yang paling awal.
Kemudian pada tahun
1990-an, perusahaan-
perusahaan AS
memuiai menerapkan
sistem SCM yang
mana merupakan
kombinasi dari konsep
JT dengan genetic
algorithm,

Constraint (TOC) dan

Theory of

internet
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SELAMA dekade 1980-an dan 1990-an
lingkungan industri globai mengalami
perubahan yang sangat drastis sehingga
beberapa perusahaan generasi tua kehilangan
bisnis atau menghadapi tantangan keras untuk
bertumbuh. Perubahan terjadi menyangkut hal-
hal sebagai berikut

1. Persaingan makin sengit.

Kebanyakan perusahaan khususnya yang
berasal dari Asia bergabung - dalam
persaingan global. Mulanya persaingan
tersebut didominasi oleh perusahaan-
perusahaan Eropa dan Amerika.
Akibatnya, persaingan menjadi semakin
sengit.

2. Tuntutan konsumen.
Konsumen menjadi semakin rumit dan
terlalu banyak menuntut. Mereka menuntut
harga murah, mutu tinggi untuk setiap
produk yang ditawarkan, penyerahan tepat
waktu dan sesuai dengan selera mereka.

- 3. Daur hidup produk.

Daur hidup produk sangat pendek seiring
dengan perubahan-perubahan yang
terjadi dalam lingkungan pasar.

4. Perekonomian dunia
Trend perekonomian dunia mengalami
perubahan dari inflasi pada kurun waktu
1970-an menjadi deflasi pada kurun waktu
1990-an.

5. Tuntutan Stockholders
Pihak stockholders menuntut pengembali-
an yang tinggi dalam investasi dan
perusahan yang ROIl-nya tidak cukup tinggi
tidak dapat memperoleh modal yang cukup
untuk investasi di masa depan.

6. Teknologi informasi
Kemajuan-kemajuan dalam bidang
teknologi informasi terjadi begitu cepat.

* Artikel ini merupakan makalah yang dibawakan Ryoichi
Watanabe dalam Simposium di New Delhi, 9-11 Januari
2001 dan di indonesiakan Redaksi Usahawan
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Berbagai perubahan tersebut membawa
pengaruh yang sangat besar terhadap
pengelolaan perusahan generasi tua dan
beberapa dari perusahaan tersebut terpaksa
harus berhenti berusaha, sementara yang
lainnya melakukan pembenahan mengikuti
lingkungan yang baru. Perusahaan-perusaha-
an yang sukses adalah yang mampu memenuhi
kepuasan pelanggan, mengembangkan
produk tepat waktu, mengeluarkan biaya yang
rendah dalam bidang persediaan dan
penyerahan produk, mengelofa industri secara
cermat dan fleksibel melalui supply chain man-
agement (SCM). Melalui aktivitas-aktivitas SCM,
organisasi mempelajari bahwa mereka dapat
memperbaiki profitablity secara drastis dengan
memfokuskan pada operasi lintas perusahaan
dalam satu kesatuan supply chain daripada
hanya berusaha sendiri dalam organisasi
tunggal.

Sejarah SCM dan
Manufactur

Dalam lingkungan manufaktur, perbaikan
terhadap produktivitas mengalami pembenah-
an terus-menerus dan hal itu telah menjadi isu
besar bagi setiap orang. Sejak komputer
ditemukan dan digunakan secara luas dalam
industri perdagangan, IT telah menyodorkan
berbagai macam solusi dalam rangka perbaikan
tingkat produktivitas. Sekitar 30 tahun lampau
MRP (Material Requirement Planning/
Perencanaan Permintaan Barang) hadir di
dunia. Inilah awal mulanya komputer menam-
bah sistem perencanaan guna mendukung
bidang manufaktur. MRP telah berkembang
begitu pesat di seluruh dunia dan pada setiap
industri manufaktur sebagaimana komputer
berkembang menjadi populer. Penagihan atas
barang - yang sebelumnya dilakukan dengan
menggunakan kertas, kini semuanya dilakukan
secara digital dan ditayangkan dalam komputer
- sehingga bisa diperhitungkan berapa jumlah
barang untuk memenuhi perencanaan produksi
atas produk akhir. Setelah penggunaan MRP
menjadi populer metode itu sendiri mengalami
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pembenahan secara bertahap dengan
perubahan nama seperti MRP i
(Manufactur Resource Planning), CIM
(Computer Integrated Manufacturing),
ERP (Enterprise Resource Planning),
efc. Ini semua dilakukan dalam rangka
memperbaiki computing power dari hard
ware dan IT Technology. Dalam MRP |l
kapasitas manufactur dipertimbangkan
dalam perencanaan produksi oleh
karena itu berbagai ekses yang berkaitan
dengan masalah penyediaan produk
yang terjadi dibawah MRP dengan suatu
perencanaan yang besar dapat
dihindari.

CIM (Computer integrated Manufac-
turing) adalah gagasan yang meng-
gabungkan sistem produksi dengan
sistem penjualan. Sebelumnya, bagian
penjualan dan bagian operasi berjalan
secara terpisah dengan sekumpulan
data transfer mingguan dan bulanan.
Dengan memadukan sistem penjualan
dan operasi melalui pertukaran data
harian atau dalam komputer yang
tersentralisasi, berbagai perubahan
yang terjadi dalam jumiah penjualan
dapat terefleksi dalam perencanaan
produksi. Hal ini sangat esensial dalam
mengatasi fluktuasi pasar.

Selanjutnya, ERP (Enterprise Re-
source Planning) muncul belakangan.
ERP adalah kemasan bisnis software
yang mengatur seluruh dasar bisnis
dalam perusahaan manufactur dalam
suatu lingkungan yang sama. Area bisnis
yang dilingkup oleh ERP adalah:

akuntansi keuangan, akuntansi
pengendalian, penjualan, manajemen
material, pembelian, perencanaan
produksi, manajemen sumberdaya

manusia, dan sebagainya. Dan semua
aplikasi bisnis dapat dinyatakan dalam
sebuah komputer kecil (Unix machine,
atau Windows NT Machine) sama dengan
komputer mainframe |BM pada tahun
1980-an. Dan pelanggan dapat dengan
mudah membiasakan dirinya dengan
sistem ini dalam prakiek bisnisnya. Data
antara setiap bagian dalam perusahaan
dapat menjadi transparan. Hal ini
membuat supply chain dalam suatu
perusahaan dapat menjadi lebih
sederhana dan efisien. Apa yang telah
dikemukakan  diatas, merupakan
kegiatan yang memfokuskan pada satu

perusahan. Namun demikian, tetap
diakui, bahwa akan ada masalah
manakala perusahaan tersebut ber-
hubungan dengan perusahaan yang
lain. Masalah yang muncul karena
adanya penyekatan ketika diterapkan
konsep supply chain management.
Kegiatan perencanaan  produksi,
distribusi, transportasi dilihat sebagai
aktivitas yang terpisah satu sama lain.

Tatkala konsumen menjadi semakin
kritis, mereka menuntut penyediaan
produk secara tepat tempat, tepat waktu.
Perusahaan manufaktur yang antisipatif
akan hal tersebut akan mendapatkan
pelanggan sedangkan yang tidak
antisipatif akan kehilangan pelanggan.
Supply chain management menjadi satu
solusi terbaik untuk memperbaiki tingkat
produktivitas antara perusahaan-
perusahaan yang berbeda.

Keunggulan kompetitif dari SCM
adalah bagaimana ia mampu me-man-
age aliran barang atau produk dalam
suatu rantai supply. Dengan kata lain,
model SCM mengaplikasikan bagai-
mana suatu jaringan kegiatan produksi
dan distribusi dari suatu perusahaan
dapat bekerja bersama-sama untuk
memenuhi tuntutan konsumen. Tujuan
utama dari SCM adalah: pernyerahan/
pengiriman produk secara tepat waktu
demi memuaskan konsumen, mengura-
ngi biaya, meningkatkan segala hasil
dari seluruh supply chain (bukan hanya
satu perusahaan), mengurangi waktu,
memusatkan kegiatan perencanaan dan
distribusi.

Ada banyak paket software dari SCM
yang sesuai dengan kondisi pasar.
Perusahaan yang telah menerapkan
SCM sangat sukses dalam memperbaiki
tingkat produktivitasnya dan tentunya
meningkatkan keuntungan secara
dramatis.

Penggunaan internet yang makin
populer mendorong setiap perusahaan
dapat bekerjasama untuk membangun
suatu supply chain sehingga terbentuk-
lah apa yang disebut dengan virtual com-
pany. Melalui teknologi ini, suatu
perusahaan yang begitu unggul dalam
bidang pemasaran dapat bekerjasama
dengan perusahaan-perusahaan kecil
lainnya yang mungkin memiliki ke-
unggulan dalam bidang manufacturing,

penjualan, distribusi, dan sebagainya.
Teknologi internet telah merombak
pengelolaan bisnis yang konvensional.
Salah satu contoh terkenal adalah Ama-
zon Company. Perusahaan ini tidak periu
lagi menjual buku-bukunya melalui re-
tailer guna memenuhi permintaan
konsumen. /nternet dan e-commerce
adalah bagian yang paling penting dari
pelaksanaan sistem SCM.

Komponen SCM dan Teknologi

Sistem SCM memiliki kemampuan
sebagai berikut:

I Aliran informasi bergerak sangat
cepat dan akurat antara elemen
jaringan supply chain seperti: Pabrik,
Suppliers, Pusat distribusi,
Konsumen, dan sebagainya).

1 informasi bergerak sangat cepat
untuk menanggapi perpindahan
produk.

I Setiap elemen dapat mengatur
dirinya

I Terjadi integrasi dalam proses
permintaan dan  penyelesaian
produk

I Kemampuan internet.

Peralatan fungsional yang dimiliki
sistem SCM adalah:

[ Demand management/forecasting
Perangkat peralatan dengan meng-
gunakan teknik-teknik peramalan
secara statistik. Perangkat ini
dimaksudkan untuk mendapatkan
hasil peramalan yang lebih akurat.

I Advanced pianning and scheduling
Suatu peralatan dalam rangka
menciptakan taktik perencanaan,
jangka menengah dan panjang
berikut keputusan-keputusan
menyangkut sumber yang harus
diambil dalam rangka melengkapi
jaringan supply.

0 Transportation management
Suatu fungsi yang berkaitan dengan
proses pendisitribusian produk
dalam supply chain.

0 Distribution and depioyment

Suatu alat perencanaan yang
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menyeimbangkan dan meng-
optimalkan jaringan distribusi pada
waktu yang diperiukan. Dalam hal
ini, Vendor Managed Invetory
dijadikan pertimbangan dalam
rangka optimalisasi.

B Production planning
Perencanaan produksi dan jadwal
penjualan menggunakan taraf yang
dinamis dan teknik yang optimal.

0 Avaliable to-promise
Tanggapan yang cepat dengan
mempertimbangkan alokasi,
produksi dan kapasitas transportasi
serta biaya dalam keseluruhan rantai
supply.

0 supply chain modefer
Perangkat dalam bentuk model
yang dapat digunakan secara mudah
guna mengarahkan serta mengon-
trol rantai supply. Melalui model ini,
mekanisme kerja dari konsep supply
chain dapat diamati.

0 optimizer

The optimizer ibarat jantung dari
sistem supply chain management.
Dalamnya terkandung: linear &
integer programming, non-linear
programming, heuristics and genstic
algorithm. Genetic algorithm adalah
suatu computing technology yang
mampu mencari serta menghasilkan
solusi terbaik atas jutaan kemungkin-
an kombinasi atas setiap parameter
yang digunakan.

ibarat hewan, the aligorithm mencipta-
kan berbagai calon generasi berikutnya
dari kombinasi beberapa calon terbaik-
nya. Jika kita memeriksa beberapa
generasi dengan cara mengembangkan
calon-calon yang tidak diinginkan dan
tetap menjaga calon yang terbaiknya,
kita akan mendapatkan kandidat yang
terbaik lebih awal, sebagai solusi.

Jadwal produksi adalah salah satu
medan dimana genetic algorithm dapat
diterapkan secara praktis. Suatu
metodologi yang disebut constraint pro-
gramming dan/atau theory of constraints
(TOC) oleh Dr. Goldrantt diadopsi oleh
SCM. Teknologi ini secara teoritis relevan
selama beberapa dekade. Tetapi
teknologi ini menunggu suatu kemampu-

an komputer yang kuat yang dapat
berguna secara praktis dalam praktek
bisnis saat ini.

Theory of Constraints (TOC)

TOC seringkali dijelaskan dengan
mengunakan kiasan (metaphor) tentang
anak-anak yang sedang berwisata.
Ceritanya sebagai berikut. Sekumpulan
anak-anak sedang berpiknik pada suatu
tempat untuk makan siang. Dalam group
tersebut, ada sekelompok anak-anak
yang berjalan lebih cepat ketimbang
anak-anak yang lain. Dalam group
tersebut ada orang dewasa yang menjadi
pimpinan yang bertanggung jawab
menjaga anak-anak agar sampai pada
tempat tujuan sebelum makan siang.

Awalnya, pimpinan ini membiarkan
anak-anak berjalan sesuka mereka,
namun kemudian ia menyadari bahwa
dirinya tidak dapat mengawasi dan
menjaga anak-anak, oleh karena ada
sekelompok anak-anak yang berjalan
lebih cepat ketimbang yang Ilain.
Sehingga, dalam waktu singkat jarak
antara anak-anak yang berjalan cepat
dengan anak-anak yang betjalan lambat
semakin jauh.

Pimpinan menyadari bila hal ini terus
berlangsung, maka mereka tidak akan
dapat mencapai tujuan sebelum makan
siang. Kemudian ia membuat aturan
dalam berjalan. la menempatkan anak-
anak yang berjalan lambat di tengah
barisan. Ternyata, kecepatan berjalan
anak-anak ini masih sama dengan waktu
sebelumnya, karena anak-anak yang di
depan juga meninggalkan barisan yang
ada dibelakangnya.

Kemudian ia menyuruh anak-anak
yang berjalan lambat agar karung
bawaannya dibagi-bagi dalam porsi-
porsi yang kecil dan mengharuskan
anak-anak yang berjalan cepat mem-
bawanya. Akhirnya kecepatan anak-
anak yang berjalan lambat menjadi
meningkat dan kecepatan anak-anak
yang berjalan cepat makin menurun.
Mereka akhirnya mencapai tujuan pada
waktu makan siang seperti yang mereka
inginkan.

Situasi yang sama seperti diatas
terjadi dalam sebuah pabrik dengan
berbagai tipe mesin, di mana material
bergerak dari mesin safu ke mesin lainnya
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sampai pada barang akhir €inal goods)
keluar. Seperti halnya analogi piknik
anak-anak, ada gap kecepatan dalam
proses pergerakan material oleh mesin-

_mesin dalam pabrik. Gap pada mesin-

mesin ini merupakan bottleneck bagi
produktivitas di pabrik Prodktivitas dalam
pabrik tidak mungkin ditingkatkan kecuali
kecepatan dari mesin yang lambat
ditingkatkan.

Berdasarkan cerita-cerita di atas, Dr.
Goldratt melukiskannya dalam novelnya
yang terkenal "The Goal”. Menurutnya
ada lima tahap untuk meningkatkan
produktivitas:

1. Mengidentifikasi sistem-sistem yang
menjadi kendala

2. Memutuskan bagaimana. meng-
eksploit sistem-sistem yang menjadi
kendala

3. Mengsubordinasi hal-hal di atas
untuk diambil suatu keputusan

4. Memperbaiki sistem-sistem yang
menjadi kendata

5. Jika pada langka sebeiumnya
kendala telah dipecahkan, kembali
ke langka |

Kita juga perlu menimbang kembali
apa sebenarnya yang dimaksud dengan
Produktivity . Definisi  tradisional
produktivity adalah  memproduksi
sesuatu dengan biaya rendah dan
kecepatan tinggi. Di sebuah pabrik, biaya
produk biasanya dihitung berdasarkan
biaya procurement dari bahan baku
ditambah dengan mesin dan biaya
pekerja. Sekarang kita lihat biaya mesin.
Biaya per unit mesin bisa dikurangi
apabila kita bisa meningkatkan utilisasi
mesin.

Jadi seorang manajer pabrik harus
selalu memaksimalkan utilisasi mesin.
Dalam kaitan ini, seringkali seorang
manajer pabrik memproduksi barang
melebih demand customer. Hal ini terjadi
karena kinerja manajer pabrik dievaluasi
berdasarkan tingkat utilisasi mesin di
pabrik, yang mana hal ini merupakan
interpretasi tradsional tentant
produktivity. Tetapi jika kita memproduksi
sesuatu tapi tidak bisa dijual ke cus-
tomer, maka pabrik akan- mengalami
kerugian.



Cara terbaik untuk meningkatkan
cash flow pabrik adalah memproduksi
barang sebanyak yang dibeli oleh cus-
tomer, inilah arti sesungguhnya
produktivitas. Ideainya, "tidak lebih dan
tidak kurang”.

Jika kita bisa mencapai ini, maka
produktivitas perusahaan akan
meningkat tajam. Dalam kaitan ini, ada
banyak Advanced Planning System
(APS) yang bisa digunakan untuk
menghitung tingkat produksi optimum
berdasarkan berbagai kendala, seperti
kapasitas sumber produksi, kapasitas
suplai bahan baku dam kapasitas
penjualan.

Internet dan E-Commerce

Teknologi internet dan web merupa-
kan topik terhangat dalam SCM akhir-
akhir ini. Banyak orang percaya bahwa
internet merupakan alat yang sangat
bermanfaat bagi komunikasi. E-mail
adalah media yang bagus bagi orang-
orang untuk berkomunikasi satu dengan
yang lain.

Contoh dari bisnis yang meng-
gunakan internat adalah E-Commerce.
Di sini komunikasi terjadi antara
perusahaan dengan konsumer, atau
disebut Business to Consumer (B2C).
Contoh B2C ini adalah Amazon.com dan
Deli.

Amazon.com adalah adalah online
bookshop yang tumbuh dengan cepat di
tahun belakangan ini. Costumer dapat
membeli buku dari PC dirumah pada
homepage Amazon.com. Pembeli dapat
mencari buku-buku spesial dari jutaan
judul buku melalui katalog yang ada di
komputer. Kemudian, dalam beberapa
hari buku yang dipesan telah dikiim ke
rumah. Pembayaran menggunakan
kredit kard.

Supply chain untuk mendukung
bisnis model Amazon ini adailah lebih
sederhana ketimbang toko buku
tradisional. Dengan mengganti toko-toko
retail dengan hompage intemet, mereka
dapat mengurangi total biaya inventori,
mereka juga dapat menghapus biaya
pembangunan gedung toko retail
disetiap kota, dan mereka bisa tumbuh
dengan cepat karena mereka mampu
menjangkau konsumen seluruh dunia
secara cepat.

Dell, sebuah perusahaan manufaktur
PC mengikuti Compaq dan IBM untuk
menjual secara langsung PC-nya melalui
interner. Pada saat yang sama,
perusahaan-perusahaan pembuat PC
lainnya menjual produknya melalui toko
retail. Pada toko retail, konsumen
biasanya membeli PC. Adalah sangat
sulit bagi konsumen untuk mendapatkan
secara benar apa sesungguhnya yang
mereka butuhkan di toke relail tersebut
yang memiliki keterbatasan gudang.

Di homepage Dell, konsumen dapat
melakukan seleksi berbagai jenis pilihan
sesuai dengan apa yang diinginkan
{pilihan sangat banyak karena tak
dibatasi gudang seperti layaknya toko
retail). Selain itu, Dell tak perlu melakukan
penyimpanan di gudang.

Ke depan, e-commerce tak lagi
sekedar B2C tapi Business to Business
(B2B). Ada beberapa area dimana
internet mempunyai peranan sangat
besar dalam B2B.

1. Maintainance Repair and Operation

(MRO).

Dalam MRO, persyaratan pembelian
biasanya berasal dari interaksi manual
para operator pembelian. Sebelum ada
B2B  perocurement, orang-orang
memeriukan barang di kantor atau di
pabrik mengisi formulir pembelian di
secarik kertas yang harus ditandatangani
oleh beberapa manajer sebelum akhir
barang diorder.

Setelah ada B2B procurement, or-
ang-orang yang memerlukan barang
memasuki internet, dan menseleksi
barang-barang yang dibutuhkan melalui
katalog, kemudian meminta persetujuan
manajer, setelah itu memesan pada sup-
plier tanpa gangguan “tangan” depar-
temen pembelian. Ini mengurangu
labour cost di departemen pembelian.

2. Direct Materiai Purchashing (DMP).

Banyak perusahaan sekarang
mencoba untuk mendapatkan solusi
mengurangi biaya pembelian bahan
baku fangsung untuk produksi di pabrik.
Pada perusahaan manufakturing,
biasanya persyaratan material dihitung
berdasarkan rencana produksi dan bill
of material (BOM). Kemudian hasilnya
dikirim melalui EDI Electric Data Inter-
change) kepada vendor individual.

Tetapi data yang bisa ditransfer EDI
adalah sangat terbatas. Salah satu
contoh penggunaan internet dan XML
(Extensible Markup Language) teknologi
adalah Rosetftanet, vyaitu sebuah
konsorsium yang dipelopori oleh
perusahaan-perusahaan [T dan Elektrik
AS, seperti IBM, HP, Dil, intel dan
Microsoft.

3. E-Marketplace.

Adalah sebuah portal internet
dimana perusahaan dapat melakukan
pertukaran bahan baku. Contoh; ketika
perusahaan manufaktur PC ingin
membeii beberapa CPU chips pada
harga yan rendah, mereka meng-
umymkan persyaratan bahan baku dan
kugntitasnya di markef place

Ada banyak e-marketplace yang lahir
sejak tahun lalu. Mereka kebanyakan
terdiri dari banyak industri yang spesifik.
Contohnya adalah e-hitex untuk industri
tekpologi tinggi dan Covisint untuk
industri mobil.

Kegimpulan

SCM adalah konsep atau mekanisme
untyk meningkatkan produktivitas totai
perysahaan dalam rantai suplai melalui
optimalisasi waktu, lokasi dan aliran
kuantitas bahan. Manufakturing dengan
kongep KANBAN atau Just in Time (JIT)
yang ditemukan oleh Toyota merupakan
konsep SCM yang paling awal. Kemudian
paga tahun 1990-an, perusahaan-
perusahaan AS memulai menerapkan
sistem SCM yang mana merupakan
kombinasi dari konsep JIT dengan ge-
netjc algorithm, Theory of Constraint
(TOC) dan internet

Dengan menggunakan teknologi
yang canggih, perusahaan dapat
mepingkatkan produktlivitas keseluruh-
an, yang dapat diukur dengan Key Per-
formance Indikators (KPls), seperti ROA
(Return on Asset), ROI (Retumn on invest-
ment) dan inventory turnover. Hal ini
menpolong perusahaan-perusahaan AS
berfahan dari penurunan kinerja di tahun
198§0-an. Ambisi perusahaan-perusaha-
an Asia seharusnya dimufai dengan
investasi dalam bidang IT Infrastruktur
untuk meningkatkan produktivitas
sesungguhnya (the real productivity)
dalgm total supply chain. ﬁ
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SUPPLY CHAIN MANAGEMENT :

Teknik Terbaru dalam Mengelola Aliran Material/
Produk dan Informasi dalam Memenangkan Persaingan

Yasrin Zabidi, Alumni TI - Ull
dan mahasiswa Pascasarjana
Teknik Industri iTS

Kebanyakan kegiatan
dan tanggung jawab
perusahaan hanya
sampai pada keluarnya
produk darli gudang.
Inilah prinsip yang
sangat keliru.
Perusahaan
bertanggung jawab
terhadap seluruh
rangkaian proses mulal
dari perancangan
produk, peramalan
kebutuhan, pengadaan
material, produksi,
pengendalian

haruslah

persedia-
an, penyimpanan,
distribusi/transportasl|
ke distributor center,
wholesaler, pedagang
kecil, retailer, pelayanan
pada pelanggan,
pembayaran, dan
sampal pada konsumen
akhir. Untuk mengatur/
memanage  aliran
material/produk,
informasi dari seiuruh
aktivitas perusahaan
diperiukannya suatu
konsep yang disebut
dengan Supply Chain
Management

proses

Yasrin Zabidi

PERSAINGAN yang sangat ketat menuntut
para pengeloia bisnis untuk menciptakan
model-model baru dalam pengelolaan aliran
produk dan informasi. Supply Chain Manage-
ment - (SCM) adalah modifikasi praktek
tradisional dari manajemen logistik yang
bersifat adversial ke arah koordinasi dan
kemitraan antar pihak-pihak yang terlibat dalam
pengelolaan aliran informasi dan produk
tersebut.

Banyak perusahaan-perusahaan ternama
di dunia yang telah sukses dalam meng-
implementasikan konsep-konsep SCM. Nama-
nama seperti P & G, Wal-Mart, Hawlet Packard,
1BM, Chrysler, Dell Computers dan Sun
Microsystem adalah sebagian nama-nama
perusahaan besar yang telah sukses meraup
keuntungan besar atas kesuksesannya
mengimpiementasikan konsep-konsep SCM.
Namun di balik cerita sukses tersebut pastilah
banyak perusahaan yang gagal. Terlepas dari
sukses dan gagal tersebut, konsep SCM harus
dipahami ofeh para pelaku bisnis terutama
yang menangani aliran material/produk dan
informasi terlepas dari posisi relatifnya terhadap
konsumer akhir.

Tulisan ini mengefengahkan konsep-
konsep dasar SCM serta beberapa strategi
yang harus diperhatikan oleh para pengelola
supply chain, latar belakang muncuinya SCM,
prinsip-prinsip dan strategi SCM, jebakan-
jebakan dalam mengelola SCM, arah
perkembangan SCM di masa datang.

Latar Belakang Munculnya Konsep Supply
Chain Management.

Munculnya SCM dilatar belakangi oleh
praktek tradisional dalam bisnis serta
perubahan lingkungan bisnis

Praktek Tradisionai
Produk atau jasa yang kita gunakan adalah
hasil dari serangkaian proses panjang yang

melewati beberapa tahapan fisik maupun non
fisik. Sebuah produk akan sampai ke tangan
pemakai akhir setelah setidaknya melalui
beberapa proses dari pencarian bahan baku,
proses produksi, dan proses distribusi atau
transportasi. Proses-proses ini melibatkan
berbagai pihak yang berhubungan antara satu
dengan yang lainnya. Penyedia bahan baku
{pemasok) mensuplai kebutuhan produksi para-
perusahaan manufaktur yang akan mengolah
bahan baku tersebut menjadi produk jadi.
Produk jadi disampaikan ke pemakai akhir lewat
pusat-pusat distribusi, ritel, pedagang kecil,
dan sebagainya. Rangkaian pihak-pihak yang
menangani aliran produk inilah yang
dinamakan dengan istilah Supply Chain (SC).

Gambar 1memberikan ilustrasi sebuah sup-
ply chain yang sederhana. Sebuah SC akan
memiliki komponen-komponen yang biasanya
disebut channel. Misalnya ada supplier,
manufaktur, distribution center, wholesaler, dan
retailer. Semua channel tersebut bekerja untuk
memenuhi kebutuhan konsumen akhir.

Pada kenyataannya, struktur sebuah SC
mungkin jauh iebih komplek dari gambar di
atas. Sebuah pemasok mungkin sekaligus
adalah industri manufaktur. Dengan kata lain,
sebuah SC bisa saja melibatkan sejumiah
industri manufaktur dalam satu rantai hulu ke
hilir. Demikian juga, SC tidak selalu merupakan
rantai furus. Sebuah industri manufaktur bisa
memiliki ratusan bahkan ribuan pemasok.
Produk-produk yang dihasilkan oleh sebuah
industri mungkin didistribusikan oleh beberapa
pusat distribusi yang melayani ratusan bahkan
ribuan wholesaler dan ritel, pedagang kecil
dan sebagainya.

Setiap channel dalam SC akan memiliki
aktivitas-aktivitas yang saling mendukung.
Secara keseluruhan aktivitas-aktivitas tersebut
meliputi perancangan produk, peramalan
kebutuhan, pengadaan material, produksi,
pengendalian persediaan, distribusi/
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transportasi, penyimpanan/pergudang-
an, dukungan pelayanan kepada
pelanggan, proses pembayaran, dan
sebagainya. Pada tingkatan yang lebih
strategis ada aktivitas-aktivitas seperti
pemilihan pemasok, penentuan lokasi
pabrik, gudang, pusat distribusi, dan
sebagainya. Secara tradisonal, semua
aktivitas-aktivitas tersebut dilakukan
tanpa atau dengan sedikit koordinasi.
Istilah cross-fucsional team misalnya,
tidak banyak diaplikasikan dalam
manajemen supply chain tradisional.
Tiap bagian berusaha membuat ukuran-
ukuran tersendiri dalam menentukan
kesuksesan pekerjaannya. Demikian
juga hubungan antar channel/ dalam
supply chain. Hubungan antara pemasok
dengan perusahaan yang disuplainya
juga hanya terbatas pada transaksi jual
beli. Pola-pola negosiasi benar-benar
mementingkan pihak-pihak secara indi-
vidual, dan bukan

mengacu pada kinefja

keseluruhan  pihak Hululupstream

model-model baru dalam manaje-
men aliran material/produk. Muncul-
nya internet misainya, memungkin-
kan terjadinya transaksi-transaksi
elektronik yang dikenal dengan
nama Elektronik Commerce (E-
Commerce). Praktek E-Commerce
dapat dilakukan karena informasi-
informasi tersedia dan mudah
diakses lewat internet, pembayaran
secara aman bisa dilakukan secara
aman dan cepat dengan meng-
gunakan jasa pihak ketiga.

3. Kesadaran akan pentingnya aspek
sosial dan lingkungan. Kalangan
bisnis semakin ditekan untuk mem-
perhatikan aspek-aspek sosial dan
lingkungan, baik atas instruksi
pemerintah maupun atas kesadaran
kalangan bisnis sendiri bahwa
bisnisnya tergantung pada
konsumen yang semakin tahu akan

Gambar 1. Struktur Supply Chain yang disederhanakan

berbagai pusat iimu pengetahuan seperti
perguruan tinggi, lembaga-lembaga
riset, dan sebagainya. Lembaga-
lembaga seperti ini banyak melakukan
kajian-kajian maupun pengembangan-
pengembangan  inovatif terhadap
proses-proses bisnis. Dalam kaitannya
dengan logistik misalnya, lembaga riset
yang memfokuskan penelitiannya pada
bidang-bidang supply chain manage-
ment (SCM) menjamur dengan cepat.
Beberapa diantaranya adalah Global/
Supply Chain Management Forum yang
dimotori oleh Stanford University dengan
mitranya di Endhoven University of Tech-
nology untuk kawasan Eropa dan Natio-
nal (HKUST) untuk kawasan Asia.
Disamping itu ada juga The Logistic insti-
tute of Technology, Center for Transpof-
tation Studies di MIT, dan banyak lagi.
Dengan praktek tradisional bisnis
yang tidak compatible lagi dan persaing-
an yang semakin

N ketat akibat per-
Hilirldownstream  hahan-perubah-

yang menjadi pem- <
bentuk sebuah supply sEm
cahin secara holistik.
Pemasok berkeingin-
an untuk memindah-

kan atau menjual pro-

—-»

duknya secepat dan <
sebanyak mungkin ¢

dengan bharga yang

tinggi, sementara perusahaan yang
disuplainya menginginkan harga yang
murah dan pengiriman yang cepat. Pola
hubungan seperti ini dinamakan
adversarial.

Perubahan Lingkungan Bisnis
Lingkungan bisnis senantiasa

berubah dan perubahan tersebut
semakin lama semakin cepat. Akselerasi
perubahan ini disebabkan berkembang-
nya secara cepat faktor-faktor penting
antara fain :

1. Konsumen yang semakin kritis,
membutuhkan produk atau jasa yang
semakin berkualitas dengan harga
murah dan bisa diperoleh dengan
mudah dan cepat.

2. Infrastruktur telekomunikasi, in-
formasi, transportasi dan perbankan
yang semakin canggih sehingga
memungkinkan  berkembangnya

pentingnya aspek lingkungan dalam
hidup mereka. Industri manufaktur
dewasa ini telah banyak yang
memasukkan konsep-konsep
keramahan pada lingkungan mulai
dari proses perancangan produknya,
proses produksi, sampai pada
proses distribusinya.

Ketiga faktor diatas, ditambah dengan
adanya globalisasi dan perubahan peta
ekonomi dunia ke arah meningkatnya
kemampuan ekonomi negara-negara
dunia ketiga, telah menciptakan banyak
paradigma baru dalam dunia bisnis.
Salah satu paradigma penting adalah
meningkatnya persaingan antar produk
maupun jasa di pasaran. Hanya produk
atau jasa yang aspiratif terhadap
kepentingan konsumen yang pada
akhirnya akan bisa bertahan.

Perusahaan-perusahaan ini ternyata
tidak bisa dilepaskan dari dukungan
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Alliran produk
Aliran Biaya

Aliran informasi

’ an lingkungan
: bisnis, memaksa
pelaku-pelaku,
baik sekior industri
maupun jasa untuk
memikirkan cara-
cara baru dalam
memenangkan
persaingan. Sup-
ply Chain Management muncul sebagai
jawaban atas kebutuhan pelayanan yang
cepat, berkualitas dan murah.

Supply Chain Management (SCM)
Prinsip SCM pada hakekatnya
adalah sinkronisasi dan Kkoordinasi
aktivitas-aktivitas yang berkaitan dengan
aliran material/produk, baik yang ada
dalam satu organisasi maupun antar
organisasi. Aliran material/produk dalam
satu organisasi, misalkan sebuah industri
manufaktur, adalah sesuatu yang
kompiek. Penanganannya membutuh-
kan campur tangan semua pihak, bukan
hanya mereka-mereka yang dilaiui
langsung oleh aliran material/produk
secara fisik, tetapi juga bagian-bagian
lain seperti bagian perancangan produk,
pemasaran, akuntansi, dan sebagainya.
Pada praktek tradisional, bagian-bagian
tersebut saling terpisah, bekerja dengan



3. Dengarkan signal pasar dan jadikan
signal tersebut sebagai dasar dalam

1. Produk-produk fungsional dicirikan
oleh siklus hidupnya yang panjang,

ongkos mediasi pasar fidak periu dijadi-
kan fokus. Strategi yang tepat untuk

perencanaan Kebutuhan demand variasinya sedikit, dan perminta- produk-produk  fungsionai adalah
planning) sehingga bisa meng- annya yang relatif stabil serta bisa efisiensi. Efisiensi membutuhkan
hasilkan ramalan yang konsisten diprediksi dengan cukup baik. dukungan struktural supplay chain vang
dan alokasi sumber ramping dan ter-
daya yang optimal. Tabel 1 Produk Fungsional Vs Inovatif integrasi dengan baik.
4. Deferensiasi produk Karakteristik Fungsional Inovatif Struktur suppply chain
pada titik yang lebih - - - yang seperti ini, oleh
dekat dengan konsu- Siklus _hidup Panjang Pendek Christoper (1999) di-
men dan percepat Variasi produk Sedikit Banyak namakan Lean Supply
konversinyal spapiitas permintaan Tinggi Rendah Chain.
disepanjang rantai - — Fokus utama dalam
supply cahin. Volume produksi Tinggi Rendah mengelola Lean Supply
5. Kelola sumber-sumber Error peramaian Rendah (10%) Tinggi (40% - 100%) chain adaiah menekan
suplai secara strategis. Marjin keuntungan Rendah Tinggi ongkos-.on.gkt:')s ﬁsik
untuk mengurangi - - yang terjadi disepanjang
ongkos kepemilikan Lead time Lama Singkat supply chain. Ongkos-
dari material maupun Aspirasi konsumen Harga murah Cepat ongkos tersebut berupa
jasa. ongkos material, pro-

6. Kembangkan strategi teknoiogi
untuk keseluruhan rantai supplay
chain yang mendukung pengambil-
an keputusan berhirarki serta beri-
kan gambaran yang jelas dari aliran
produk, jasa, maupun informasi.

7. Adopsi pengukuran kinerja untuk
sebuah supply chain secara
keseluruhan dengan maksud untuk
meningkatkan pelayanan kepada
konsumen akhir.

Strategi Dasar Chain
Management (SCM)

Strategi yang paling mendasar dari
sebah SCM  berkaitan dengan
perancangan konfigurasi fisik maupun
manajemennya. Rancangan struktur
supply chain, mulai dari konfigurasi
jaringan antar channel sampai pada
konfigurasi fasilitas di dalam sebuah

_ channel, adalah pertanyaan yang
sangat mendasar yang harus
dijawab dalam SCM. Konfigurasi-
konfigurasu tersebut ternyata tidak
bisa dilepaskan dari karakteristik
produk maupun jasa yang dihasil-
kan oleh sebuah supply chain.

Karakteristik produk dalam
konteks ini dicirikan oleh berbagai aspek
antara lian siklus hidupnya, jumiah
variasinya, stabilitas permintaannya, dan
sebagainya. Tabel 1 menunjukkan dua
jenis produk, fungsional dan inovatif,
yang dibedakan berdasarkan beberapa
karakteristik di atas.

Supply

Produk-produk fungsional biasanya
digunakan untuk memenuhi
kebutuhan-kebutuhan dasar, seperti
garam, deterjen, sabun, balipoin,
buku tulis, minyak goreng dan
sebagainya.

2. Produk-produk inovatif, permintaan
yang tidak stabil dan sulit diramalkan,
siklus hidupnya pendek. Produk
inovatif biasanya muncul sebagai
respon atas perubahan pasar yang
cepat berubah atas sebagai akibat
dari kemampuan teknologi dan
inovasi yang bagus . Contoh :
komputer.

Pembagian kedua produk berdasar-
kan karakteristik-karakteristik di atas
dengan jelas mengidentifikasikan
kebutuhan akan perlakuan yang
berbeda dalam aktivitas-aktivitas fisik

Gambar2 Strategi SCM menurut jenis Produk

maupun dalam mediasi pasar sebuah
supply chain. Pada produk-produk
fungsional, fungsi mediasi pasar lebih
jarang dan lebih mudah dilakukan karena
siklus hidup produknya panjang akibat
selera konsumen yang tidak banyak
berubah. Dengan demikian, ongkos-
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duksi, distribusi, penyimpanan, dan
sebagainya. Untuk itu dibutuhkan
koordinasi yang baik antar channel dalam
sebuah supply chain, termasuk di
dalamnya koordinasi untuk mengurangi
dampak variabelitas dan ketidakpastian
permintaan maupun suplai. Distributor
misalnya, hendaknya memberikan
rencana kebutuhan dalam jangka yang
agak panjang sedemikian sehingga tidak
terjadi perubahan-perubahan men-
dadak yang mengakibatkan seluruh
rantai, terutama yang berada di sebelah
huly, menjadi “nervous”.

Berbeda halnya dengan produk-
produk fungsional, l/ean supply chain
bukaniah strategi yang tepat untuk
produk-produk inovatif. Keungguian
kompetitif produk inovatif terletak pada
kemampuan supply chain untuk
merespon kebutuhan pasar
yang cepat berubah. Kunci
keberhasilan disini adalah apa
yang dinamakan agility .

Agility untuk suatu supply
chain memiliki implikasi ke-
cepatan merespon kebutuhan
pasar secara bersama-sama
sebagai suatu tim. Tentu saja,
kecepatan ini harus dimiliki semua pihak
yang berada pada rantai supply chain
ini. Distributor yang handal tidak bisa
menjamin keunggulan bersaing apabila
perusahaan yang mensupiai produk-
produk yang didistribusikannya tidak
mampu secara tepat merespon perubah-



an yang disyaratkan oleh pasar.
Hubungan antar perusahaan menjadi
faktor kritis dalam menciptakan agility
sebuah supply chain.

Strategi supply chain yang menekan-
kan pada agility membutuhkan pola pikir
yang cukup berbeda dengan pola pikir
untuk strategi supply chain yang men-
dasarkan pada efisiensi. Untuk per-
sediaan misalnya, orientasinya bukan
untuk meminimasi ongkos-ongkos
persediaan, tetapi lebih pada keputusan
dimana persediaan harus disimpan.
Seleksi pemasok tidak didasarkan pada
harga yang ditawarkan, tetapi pada
kecepatan dan fleksibilitasnya.
Jebakan dalam Chain

Management
Mengelola rantai supply chain tidak

semudah mengelola aktivitas-aktivitas

dalam satu perusahaan. Kompleksitas
permasalahan meningkat dengan cepat
begitu pertimbangan-pertimbangan
aliran produk dan informasi dilihat dalam
lingkup keseiurshan supply chain dari
ujung hulu ke ujung hilir. Karena kom-
pleksnya permasalahan pengelolaan
tersebut, banyak sekali jebakan-jebakan
yang bisa mengakibatkan kegagalan
- pengelolaan sebuah supply chain. Lee
dan Billington (1992) mendeskripsikan

14 jebakan yang harus diperhatikan

dalam SCM, vyaitu :

1. Pengukuran kinerja yang tidak
terdefinisikan dengan baik, setiap
channel menggunakan ukuran
sendiri-sendiri, dan tidak ada
perhatian untuk membuat “joint
metrics” yang mengukur kinerja rantai
secara keseluruhan.

2. Customer service tidak didefinisikan
dengan jelas, dan tidak ada peng-
ukuran terhadap kelambatan respon
dalam pelayanan, tidak ada
pengukuran terhadap backorder
profile, dan sebagainya.

3. Status data pengiriman yang tidak

akurat dan sering terlambat

Sistem informasi tidak efisien

Dampak ketidakpastian diabaikan.

6. Kebijakan inventori terlalu seder-
hana, faktor-faktor ketidak-pastian
tidak diperhitungkan dalam pem-
buatan kebijakan-kebijakan ter-
sebut, kadang-kadang terlalu statis.

Supply

o s

7. Diskriminasi terhadap internal
customer. Prioritasnya rendah,
service level-nya tidak terukur, sistem
insentifnya tidak erat.

8. Koordinasi antar aktivitas suplai,
produksi, dan pengiriman tidak
bagus.

9. Analisis metode-metode pengiriman
tidak lengkap, tidak ada pertimbang-
an efek persediaan dan waktu

respon.

10. Definisi ongkos-ongkos persediaan
tidak tepat.

11.Ada kendala komunikasi antar
organisasi.

12.Perancangan produk maupun

proses tidak memperhitungkan
konsep supply chain.
13.Perancangan dan operasional
supply chain dibuat secara terpisah
14. Supply chain tidak lengkap, fokusnya
sering hanya pada operasi internal
saja, tidak bisa membedakan antara
pelayanan terhadap : immediate
customers” dengan “end customers”.

Penutup
Perkembangan-perkembangan

terbaru dalam SCM akan bermunculan,

Supply Chain Management, yang baru

saja mencapai masa keemasannya,

akan cepat terdengar usang, "Saat ini
menjadi competitive advantage, nanti
akan menjadi competitive imperative”,

Demikian Nichale Hammer, profesor di

MIT Menggambarkannya.

SCM akan segera menjadi keharus-
an bagi setiap perusahaan yang ingin
bertahan, bukan bagi perusahaan yang
ingin memimpin kompetisi di pasaran.

Seiring dengan menyebarnya
konsep-konsep SCM di dunia industri,
baik jasa maupun manufaktur, konsep-
konsep yang lebih canggih yang merupa-
kan pengembangan dari SCM akan
bermunculan, yaitu :

1. Fourth Party Logistics
dikembangkan oleh
consuitant.

Konsep : Memanfaatkan pihak ketiga

untuk mengatur/memanaje hubung-

an antara sebuah perusahaan
manufaktur dengan perusahaan
shipment.

2. JIT 1l, dikembangkan oleh Bose
corporation

(4PL),
Anderson

0

Prinsip JIT Il : Adanya kemitraan yang
- erat antara perusahaan dengan
pemasoknya. Pemasok, pada
konsep JIT (! ini, akan memiliki wakil
di perusahaan yang disuplainya.
Wakil tersebut nantinya akan punya
otoritas untuk membuat order bahan
baku atau komponen yang disuplai
oleh perusahaannya, menggantikan
peran bagian pembelian yang ada
pada praktek vang lumrah dewasa
ini.
. Vendor Managed Inventory (VMI),
yang merupakan salah satu variasi
dari JIT II. Konsep ini banyak
digunakan oleh para pemasok yang
mensuplai ritel. Selama ini ritel ber-
kewajiban untuk membuat order
pembelian untuk menjaga kelang-
sungan ketersediaan setiap item
yang dijual. Pada VMI, pemasokiah
yang nantinya berkewajiban dan
bertanggung jawab untuk menentu-
kan kapan suatu item harus dikirim
ke ritelnya, berdasarkan informasi
tingkat penjualan dan ketersediaan
stok yang ada di ritel tersebut.
Global Pipeline Management (GPM).
Hewitt (1999) menuliskan bahwa
kelemahan utama dari SCM adalah
kebutuhan untuk melakukan
koordinasi rencana-rencana kerja
antar pihak-pihak yang berbeda
organisasi. Banyak organisasi yang
gagal mengimplementasikan SCM
karena ketidakmampuannya me-
lakukan koordniasi antar .organisasi.
Konsep GPM didasarkan pada teori
kontrol, dimana aliran materialf
produk akan optimal bila dikontrol
dari satu titik. Sejalan dengan konsep
ini, GPM merekomendasikan bahwa
aliran material/produk hendaknya
dikendalikan oleh satu pihak atau
channel dalam supply chain dan
semua channel yang lain mengikuti
dan mendukung dengan memberi-
kan informasi yang diperlukan. [ij
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Abstract

Some recent studies show cases of business expanding in foreign countries
that do not go through the development process. These companies are said to
be “born global”. Why do these companies choose to operate in a foreign
country before developing in a home country? What does it mean to become
internationalized before having become successfully established? For
answering theses questions, Fast Retailing Co., Ltd., will be used as a case

study.

Key words
Born global, Advantage, SPA, Assortment,

1. Introduction

In existing studies, the internationalization of a firm is considered to bea
very long process. First of all, a firm is established. Next, a firm grows in a
domestic market and becomes a large company. In this process, the
advantages from the establishment are strengthened. As a result, a firm is
able to survive in a domestic market and foreign markets. The firm has more
advantages than the firms from the host country. Through this process, a firm
operating in one country becomes a multinational enterprise.® Jones (1995,
p-35) refers to classic multinationals as this type of multinational However,
some recent studies show cases of businesses expanding (the added value of
activities from research and development, production, and sales) in foreign
countries that do not go through this development process.® These companies
are said to be “born-global,” and many researchers have already studied the
phenomenen (Rennie, 1893; Andersson and Wictor, 2001; Knight and Cavusgil,
1996; Madsen and Servais, 1997; Oviatt and McDougall, 1994). The present
article will explore why these companies choose to operate ina foreign country
before developing in a home country and what it means to become
internationalized before having become successfully established.

Uniglo, a business of the Fast Retailing Co., Ltd., will be used as a case
study for answering the above questions. Fast Retailing is a specialty store
retailer of private label apparel (SPA). It engages in the design, production,
and sales of clothes. Uniglo is the name of the stores in the chain and the
brand of the clothing. Fast Retailing has two advantages. Most “born-global”
companies are high-technology industries. Fast Retailing, as a clothing
retailer, is a low-technology industry. We can contribute to the research of
“born-global” companies by studying low-technology industries. Fast
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Retailing dees not manufacture in Japan. They manufacture abroad without
the advantages of home-country production. Why did Fast Retailing tackle the
foreign production without the advantages? In this point, we will answer
through the case study.

First, the objectives of this paper are summarized by examining existing
studies of “born-global” companies and the advantages of multinational
enterprises. Second, two technical terms, necessary to this study, are defined.
The terms are supply chain system (SCS) and specialty store retailer of
private label apparel (SPA). Third, Fast Retailing's Uniglo is used as our case
study. Fourth, Uniglo is analyzed. Finally, the discussion is summarized, and

future subjects are outlined.

2. Internationalization of Firms: Its Advantages

In this section, firstly, we will be clear a problem that the recent
research of the bornglobals includes, and show a direction we seek in this
article. Next, we explain that the analysis of the “born-global” concept allows a
discussion of the issue of the advantage of multinational enterprises from a

new perspective.

(1) Born-global

There is a tacit assumption that the success of a firm depends upon a
domestic market. It is worthwhile to consider the reasons that justify labeling
a domestic market as the first market. Johanson and Vahlne (1977, p.24)
defined psychic distance as the sum of factors preventing the flow of
information from and to a market. Examples are differences in language,

education, business practices, culture, and industrial development. For these
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reasons, it is assumed that a firm is born and grows in a domestic market.

Next, a firm that grows in a domestic market will be forced to decide
(Ansoff, 1965) whether to expand another business locally or to enter a
foreign market? If a decision is made to enter a foreign market, the firm will
become a multinational enterprise. For example, the following pattern of
growth would be typical: a firm exports via an agent; later, it establishes a
sales subsidiary and eventually, in some cases, begins production in a host
country (Johanson and Vahine, 1977, p.24). After a manufacturing subsidiary
is established, the function of research and development is added (Ansoff,
1984; Omae, 1987).

A situation a firm internationalizes via some steps is a process that
gradually reduces the psychic distance to a foreign market. Johanson and
Vahlne (1977) considered that the psychic distance was reduced by gaining the
knowledge of local market. Their model is called Uppsala (Andersson and
Wictor, 2001), which has a spiral form for obtaining knowledge of a local
market. The model has the following structure. A company enters a foreign
market with some knowledge of the market. Based on the decision, the foreign
business begins to operate. The operation strengthens the commitment to the
foreign market. Strengthening the commitment leads to an increase in the
knowledge of the foreign market. Based on the spiral form, the company
gradually rises to the level of internationalization from exporting, having sales
subsidiaries and manufacturing subsidiaries, to establishing an R&D function.

However, not all firms gradually reduce the psychic distance through
accumulating the experience knowiedge, as the Uppsala model shows. Recent
research deals with the concept of a company being “born-global”
subsequently, a considerable amount of additional research has examined this

concept (for example, Rennie, 1993; Oviatt and McDougall, 1994; Knight and
4



Cavusgil, 1996; Madsen and Servais, 1997; Andersson, 2000; Andersson and
Wictor, 2001). This concept was suggested in the research of Australian
companies that have sold their products to foreign countrlés from their
inception. In addition, the origin of the research of “born-global” companies is
in the internationalization of small companies. A distinctive feature of
research en “born-global” companies is the introduction of a time axis as a new
perspective on existing research.® At the moment, research on “born-global”
companies is shifting from the early finding stage to analyses of the general
characteristics of this phenomenon . Therefore, the definition of “born-global’
companies is supported by quantitative criterfa. Knight (1997) defined

“born-global” companies in the following manner:

“A firm established after 1976, which has a share of foreign sales of 25% or
higher after having started export activities within three years after their
birth”

This definition shows some of the characteristics of a “born-global” company. A
founder of the company dose not have the psychic distance to the foreign
market. A “born-global” company starts to sell product in a foreign market
immediately after its foundation. It is also possible that afounder would
regard his company's market as global from the onset of the business. He
might not distinguish between foreign and domestic markets. This would be
an essential characteristic of 2 “born-global” company. The above is quite
unclear. Do you mean, “A “born-global” firm, according to our definition, is a
company that skips the developmental step of starting in a domestic market.

However, an adaptation of the quantitative definition we mentioned above

has a clear problem. Using a definition that places emphasis on the sales
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activity in a foreign market, a firm that internationalizes production and R&D
from the beginning is ignored. A “born-global” firm that internationalizes its
sales activity (a market-type “born-global” firm) is a good subject for the study
of afirm that skips the domestic growth process. However, it is difficult to
analyze a situation in which internationalization is skipped. On other hand,
the bornglobal that the firm mainly internationalizes other activities, such as
production, R&D, etc., from the beginning(non -market born-global) presses to
transform the step of international process of firm. To explain a non-market
“born-global” firm, new logic must be used. We assume that, if such cases are
ignored, the phenomenon of “born-global” firms will not be fully understood.
Although Oviatt and McDougall (1994) do not wuse the term
“born-global,” they have a similar concept that they refer to as an

“international new venture. The term is defined as follows:

“A business organization that. from inception, seeks to derive significant
competitive advantage from the use of resources and the sale of outputs in

multiple countries”

If this definition is used, firms that have sales activities, production facilities,
and R&D in foreign countries can be included. Therefore, our definition of

“born-global” companies will be adjusted to this qualitative definition.

Insert Figure 1(Company growth) around here

(2) Foreign direct investment based on advantages

Research on “born-global” companies has forced a change in the hypothesis
6



of advantage in foreign direct investment. The hypothesis of advantage is
from Hymers study (1976). A foreign market, because of its diverse
environmental elements, makes investing difficult. Therefore, for a firm to
operate in a foreign market, it must possess advantages to compensate for the
disadvantages of aforeign market, and it must be more proﬁtable than its
rivals. This hypothesis, posited by Hymer, is a starting point for the study of
multinational enterprises. The hypothesis has been supported for a long time.
In the background of Hymer ‘s hypothesis, the following idea exists. If a firm
cannot survive the competition in a foreign market, it cannot become a
multinational enterprise. In a word, in the discussion by Hymer, the
internationalization of a firm equals defeating the competition in a foreign
market. Returning to the subject of a “born-global” company, a company that
aims at using a foreign market for sales (a markettype ‘born-global’
company), as Hymer calls them, has to be aware of the competition in a foreign
market. However, a “born-global” company that operates a production facility
and R&D in a foreign country (a non-market-type “born-global” company) does
not intend to defeat the competition in a forelgn market; instead, it aims to use
the advantages of the foreign country’s location. For this reason, a non-market
“born-global” company does not intend to transfer competitive advantages.
The internalization theery of multinational enterprises explained the
formation of multinational enterprises by a concept that internalizes
transactions and the locational advantages without assuming the existence of
ownership advantages of firm(Casson,1987, p.33.). The internalization theory
of a multinational enterprise shown by Buckley and Casson (1976, p.33) has

the following basic framework:

(1) Firms maximize profit in a world of imperfect markets.
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(2) When markets in intermediate products are imperfect, there is an
incentive to bypass them by creating internal markets. This involves
bringing under common ownership and control the activities which are
linked by the market.

(3) Internalisation of markets across national boundaries generates MNEs.

In the case that the intermediate products that occurs in the value chain
cannot well deal with in the market, a firm possesses multiple value activities
inside the firm. Such an approach could be called internalization. The location
of each activity is determined by locational advantages. When one activity is
located in a foreign country and a transaction is internalized, a multinational
enterprise is born. The internalization theory explains the formation of
multinational enterprises. However, the reason for locating a value activity in
a foreign country is dependent on the advantages of a certain location. The
focus of the internalization theory is to explain whether a firm trades with a
forelgn base in a market or within acompany. Therefore, the internal theory
does not explain the behavior of non-market “born-global” companies. By
developing its international business, a “bornglobal’ company wants to
transform locational advantages into specific advantages for the firm
Duning (1988) uses an eclectic paradigm to deal with the transformation
of locational advantages into specific advantages. His model uses three
advantages of foreign direct investment, namely, ownership, internalization,
and location. Briefly explained about the paradigm, in the case that the firm
possesses more ownership advantages than other companies, it is more
beneficial to the enterprise possessing these advantages to use them itself
rather than to sell or lease them to other firms, and it is beneficial that the

advantages the firm possesses are termed the bcational advantages of host
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country, the firm performs foreign direct investments, and then, starts the
foreign production. The locational advantages transform the firm as follows.
First, the starting point is that the asset advantages that are a part of the
ownership advantages are linked with the locational advantages of the host
country.® The asset advantages used in the home country are transferred to
the foreign country. These advantages are cut off from the locational
advantages of the home country and linked with the locational advantages of
the host country. As a result, the asset advantages are revitalized. Many kinds
of asset advantages are then continuously transferred and revitalized.
Dunning defined the organization itself as a transaction advantage (a part of
the ownership advantages). The transaction advantages arecapabilities that
the organization possesses. In other words, they are a kind of organizational
capability. In the theory that deals with the formation and development of
multinational enterprises, Dunning discovered the imporiance of asset
advantages as well as the capabilities that allowed the organization of
multinationals. Non-market ‘“born- global” companies use locational
advantages by internatfonalizing some of their business process. That is, in
the analysis of non-market “born-global” companies, a direct relationship
between the organizational capability and the locational advantages is
important. In the eclectic paradigm, the organizational capability is
considered an advantage that permits new combinations between an asset
advantage and a locational advantage. In this meaning, a relationship
between an organizational capability and a locational advantage is considered.
However, a direct relationship between organizational and locational
advantages is not considered. The analysis of non-market “born-global’
companies focuses on the organizational capability that coordinates the

business process, which is developed so that it can use locational advantages.
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This point suggests studying the different aspect of the organizational
capabilities of multinational enterprises, against the existing researches of the
organizational capability that makes the existing asset advantage revitalize to
link with new locational advantages. In this point, our research can study
one aspect of the advantages given a generic name to the organizational
capability of multinational enterprises from the different view from the

existing research.

3. The supply chain system and the SPA concept

This section deals with a supply chain system (SCS) for a chain store and a
specialty store retailer of private label apparel (SPA), the form of chain store
that is the focus of our study. We will explore the methods that a non-market
“born-global” company uses to take advantage of its foreign location. Fast
Retailing we take up as our case study is SPA, and grew to transform the
locational advantages that can gain through internationalizing a part of their
business process into their firm specific advantages. (Note: The above iIs quite
unclear. Do you mean, “The Fast Retailing Co., Ltd., will be used as acase
study of SPA that took locational advantages to internationalize a part of its
business process. Therefore, in this section, we explain that the competitive
advantages of SPA stem from its organizational capability to operate the SCS.
In this point, first of all, we summarize the existing studies of SCS, and show a
necessity of strategic perspective. Following that, the character of SCS is
discussed, and the role of SCS and the advantages of SPA are explained.

(1) The existing study of SCS and strategic perspective
A supply method, which is known as the “just-in-time” system, and the
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sourcing network for parts used by the Toyota has been very influential as
companies develop their own SCSs. An empirical rule used by Toyota is
especially important, namely, that “the company result depends on the quality
of operation that uses external management resources, including the

out-sourcing business.”

From view point of lean operation, Cox (Cox, 1999, pp.167-168) lists eight

characteristics:

(1)Strive for perfection in delivering value to customers.

(2)Only produce what is pulled from the customer just-in-time and concentrate
only on those actions that create value flow.

(3)Focus on the elimination of waste in all operational processes, internally
and externally, that arise from overproduction, waiting, transportation,
inappropriate processing, defects and unnecessary inventory and motion.

(9)Recognise that all participants in the supply chain are stakeholders and
that we must add value for everyone in the business.

(5)Develop close, collaborative, reciprocal and trusting(win-win), rather than
arms-length and adversarial(win-lose), relationships with suppliers.

(6)Work with suppliers to create a lean and demand-driven logistics process.

(7)Reduce the number of suppliers and work more intensively with those given
a preferred long-term relationship.

(8)Create a network of suppliers to build common understanding and learning
about waste reduction and operational efficiency in the delivery of existing

products and services

In summary, Cox based his research on the relationship between a
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company and its suppliers. He then defined SCS as a pattern of operation that
prevents waste and creates value for the customer. Waste can be prevented
when the cooperation between a company and its suppliers is at an optimum
level. & Cox stresses the unique nature of the supply chain on the operational
level and introduces the concept of the strategic level (Cox, 1999, p.168). He
criticized the existing research of strategy, which systematically
underestimated the importance of a vertical relationship among companies.
He mentioned the concept of core competence as the existing research. Cox
regarded the concept of core competence as one that was limited to internal
technologies and resources that a firm owned and controlled to sustain the
success of the business. Hence, Cox considered that the concept of core
competence was not able to ex]ilain the supply chain that existed between
some businesses over the border of firm. Finally, he advocated the expansion of
strategic management. In other words, Cox asserted that SCS should be

discussed on a strategic level.

(2) Characteristics 6f a Chain-store SCS

“For a chain store, each commodities themselves are mere parts and
materials”. This description is the recognition that is based on the explanation
for SCS of chain store.

The manufacturer’s finished product consists of many parts and materials.
Hence, customer satisfaction is achieved by connecting the sourcing system for
parts and materials with the production system. However, from the viewpoint
of a chain store, a manufacturer’s finished product is simply parts, materials,
and htermediate goods in the marketing process. Finished products for a
chain store are the assorted commodities that customers demand. For this

reason, the assortment is an important word. The meaning of “assortment” is
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defined as the results of merchandising by retailers, That is, in order to
achieve the customer satisfaction, the retailers have to decide the commodities
that they sell, and, the price and quality of the commodities. The commodities
displayed on the retailers’ shop are decided through this choice. We regard the
group of this chosen commodities as the assortment.

In summary, a chain-store production system is a sourcing system to make
an assortment complete. The quality of a sourcing system determines the
results of a chain store A manufacturer examines the quality and prices of
parts and materials for their products while trying to avoid waste. In the same
way as the manufacturer, the chain store examines the quality and price of
each commedity serving as parts and materials and also wants to avoid waste.
In other words, unsold commodities are removed form the shop floor. This
tendency to avoid waste in the chain store makes the assortment by the
commodities which the customer requests complete, A chain store meets
customer demand by offering a complete assortment of goods.

Usually, a sales system is a production system for retailers. Therefore, the
sales ability is regarded as a criterion to determine the result of a retailer.
However, from the standpoint that regards the sourcing system as the
production system, the sourcing system for the commodity, that the chain store
adapts, fixes on the sales system of the chain store. Some mottos, for example,
such as ‘high quality, low prices” and “every day low prices,” do not reflect a
sales system. Rather, the motto expresses something that the customer
requires. This is the result of a sourcing system that starts by trying to satisfy
the customer. These mottos reflect the assertment that achain store offers, or,
tries to offer.

The core activity of SCS of chain store is “the edition activity of the
assortment”(Yoshida,2001). The edition is an activity that retailers consider
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combinations of commodities assorted on the shop flower. In other words, the
edition is an activity that retallers consider the assortment to meet the
customer satisfaction. Thus, the edition activity is the strategic behavior to
intend to remove the discrepancy on the final stage of the marketing process,
that is, to ereation and offer the customer satisfaction. In the other words, to
completely remove the discrepancy on the final stage of the marketing process
means the creation and offering of the customer satisfaction. The assortment
offered by the retaller makes it possible to remove the discrepancy to the
customers. Thus, the assortment is the starting point of the marketing
process.

To put it concretely, to completely remove the discrepancy that the chain
store intends is embodied by the assortment presented the final customers.
Realizing this assor tment depends on the edition activity for the assortment.
Therefore, the edition of the assortment is a ground design to realize the
actual assortment of the chain store, and also a strategic subject. If the chain
store cannot assort the commodity along the edition of assortment, the edition
does not have the meaning. Namely, SCS that the activity to actually source
the commodity is a main role is on a strategic importance. So the quality of
the capability to organize the SCS decides the competitive advantages of the
firm. Consequently, SCS is not simply a chain to supply a commeodity. Rather,
it is a type of organizational behavior that can eliminate the discrepancies that
may occur in the final stage of the marketing process. And the capability to

organize the organizational behavior becomes the firm specific advantage®.

(3) Competitive advantages of SPA
Low prices alone do not offer competitive advantages to a chain store It is

easy to use low prices as a basic tactic, but it is enly one aspect of an SCS
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sourcing activity. That is, this tactics occurs from the non-price competition
area. Therefore, after defining the realizable range of assortment, the
practicable ability of sourcing in the range is important as the contents of the
capability te organize SCS(Yoshida,2001).

The narrower the realizable range of assortment is relatively, the narrower
the range of the sourcing activity for commeodity is. Therefore, the range and
the solutions that the removal of discrepancy is requested are deepened.
Inversely, the wider the realizable range of assortment is relatively, the
weaker the density of the sourcing activity for commodity is. We can easily
image the qualitative difference between the activity that the chain store that
has 50,000 items edits the assortment of commodities and the activity that the
chain store that has only ten items edits the assortment. This indicates that a
chain store that is a general merchant store (GMS) has difficulty building an
SCS. GMS overcomes the strategic subject that edits the assortment on shop
floor, and is impossible to realize the assortment of commodity along the
edition. This shows that the assortment that GMS intends has the high
possibility to occur the discrepancy between the chain store and the
customers.

The chain store tries to make its own competitive advantages apparent
through making it own strategic intent penetrate into each commodities, In
the other words, if the chain store will establish the competitive advantages
through removing the discrepancy between the store and the customers by
editing the assortment and practicing the behavior that assorts actually the
commodity along this edition, it will be natural that the intention that makes
its own strategic intent penetrate until the production stage of each
commedities works. Even if the commodity is the national brand, this

intention has an influence on the assortment. For example, when vegetables
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are grown, tﬁe production does not only aim to secure the supply of vegetables
in which the seasonal price variation is large. The contract is regarded as a
part of the sourcing activity along its own edition of assortment. That is, the
contract does not only include a negative intention that secures the supply, but
also a positive intention that realizes the edition of assortment. This point is
an essential factor of SCS. Moreover, if the national brand commodity
contradicts, or, does not fit its own edition of assortment, it is natural that the
commodity is stricken off the assortment. As a result, a private brand is
created by the chain store.

SPA is a type of the chain store especially dealing in the clothes, and, a
company that edits its own assortment by using the private brand?. The
assgrtment by the private brand is key that SPA achieves its own strategic
intent. SPA considers the edition of assortment by using the private brands
commodity, and secures to source the commodities along with its own intention

through building SCS. This gives SPA an advantage over other chain stores.

4. Uniqlo Business of Fast Retailing Co. Ltd.

In this section, we explain the Uniglo business of Fast Retailing(FR). First,
an outline is presented. Second, a history of Fast Retailing is given. Thirdly,
we describe ‘all better change(ABC)’ activity that have had big influence on the

management style of FR. Finally, the current status of FR is presented.

(1)Outline of Uniqglo business of Fast Retailing®
FR is responsible for its entire business process, from planning to sales. Its

casual-wear product brand is Uniglo. FR operates the Uniqlo chain store.
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Uniglo is the brand of the casual wear and the name of the chain owned by FR.
FR widely considers the casual wear. This company does not sell formal wear,
such as swallow-tailed coats and evening dresses. It sells goods such as
underwear, belts, caps, and bags. In this meaning, the range of items that FR
sells is the casual wear, and the items that is necessary to put on the casual

wear.

Insert Figure 2 (Fast Retalling’s total sales and shops) around here

FR total sales and shops have expanded significantly since it opened in
1984 (see Fig. 2). In 2001, the total sales were 418,500,000,000 yen; the
number of shops was 519. The adinary profit was 103,200,000,000 yen, and
the rate of ordinary profit was 24.7%. In 2002, a reduction in total sales is
predicted because of the rapid growth in 2001. The estimated total sales for
2002 are 204,800,000,000 yen; the estimated ordinary profit is 38,500,000,000
yen; and the estimated number of shops is 555. FR posted sales and profits
gains for 11 consecutive years. The stocks were listed on the second part of
Tokye stock exchange in 1997, and on the first section of Tokyo stock exchange
in 1999 (Togawa et al, 2000, p.26). In August 2001, the company employed
1,598 full-time and 10,674 part-time workers.

Insert Figure 3 (Management Principles of Fast Retailing) around here
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The corporate philosophy and management principles of FR were
developed by Tadashi Yanai, FR founder. The corporate philosophy is
expressed in the 23 points listed in figure.3. Most of this philosophy includes
the universal and simple contents, and, is true for every company in every
industry, and then, internalizes the belief of the founder that ‘a matter of
course practices usually’ (Togawa et al., 2000, p.127)., “FR lists the following 3

points as principal guidelines for Uniqlo business:

(1) To constantly improve products
(2} To enforce low-cost operation

(3) To place the customer first

In its effort to place the customer first, Uniglo maintains a clean shop and a
full inventory and permits the return of goods for three months from the date
of purchase. Through keeping strictly these principals of Uniqlo business, FR
considers to be able to realize the management that the customer play the
leading part, that is, the management that the customer satisfaction is the
highest position.

The characteristics of FR’s operation are implied by the company name.
First of all, Fast means to immediately produce the demands that the
customers have on a commercial basis. Also the word reflects the strong wills
of the founder that want to be the retailer who has “fast food concept”. The
idea was to transpose the concept of fast-food companies, such as McDenald's,
to the clothing industry. First of all, fast food can be eaten anywhere and
anytime. In the same way, the clothes branded on Uniqlo is produced with
the aim that anybody can put on at anywhere in anytime. FR products are
popular and basic since they are intended for “anyboedy, anywhere, anytime.

18



The low prices make the products affordable for anyone. Furthermore, FR
markets to all ages with unisex styles. Secondly, fast-food stores offer the same
items and the same service all over the world. Uniglo that is the shop of FR
aims to offer the same items and the same service at all of its shop all over
Japan. About Uniglo uses standard layout and operation procedures at each of
its stores (Chikae, 2000, pp.110-111). Thirdly, the companies that are
operating the fast food chain have the original system of planning
development and sales. Likewise, FR designs, plars,\and markets its own
products. FR organizes a production network in China and Southeast Asla. FR
sells its products at Uniqlo shops that are its own sales network. Fourthly,
fast-food companies sell one item in large quantities. In a manner similar to
fast-food restaurants, FR produces one item on a large scale and offers it at
low prices at all of its stores. This idea is supported by the fact that the
inventory is limited to 200 items (Hatano, 2000, p.34). Finally, fast-food
companies place a high prierity on labor savings. FR builds shops that are as
identical as possible in size (approximately 495 square meters) and locates
them in the suburbs (Tsukiizumi, 2000, p.25). The name Uniglo is supposed
to suggest a “unique clothing warehouse”. Uniglo is a shop similar toa
warehouse. This style prevents waste. Uniglo uses a “help-yourself” system,
modeled after supermarkets. The cost of starting a new shop ranges from
60,000,000 to 70,000,000 yen (Chikae, 2000, p.110). FR practices labor -savings

operations and low-cost construction.

(2) Establishment of Uniglo®

FR originated with Ogori Syoji, a men's clothing store. This company was
started in Ube City in Yamaguchi prefecture in 1949 by Hitoshi Yanai, the
father of Tadashi Yanai, who is the CEO of FR. Ogori Syoji was managed by
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Hitoshi Yanai. The main source of sales was high-quality formal wear for
gentlemen (Okamoto, 2000, p.87). This company bought commodities from
Gifu and Nagoya, cities involved in the textile industry. Tadashi Yanai, the
current CEO of FR, joined the company in 1972. He graduated from Waseda
University in 1971 and then worked for JASCO, a large Japanese chain store.
Ogori Syoji sold formal wear for gentlemen, foreign brands of high-quality
women's dresses, and famous brands of Japanese casual wear, e.g., VAN. In
1984, when Yanal Tadashi was the managing director of Ogori Syoji, he
founded Uniglo. The first shop opened in Hiroshima near Ube city. Thebubble
economy began around 1985. At this time expensive designer and
“character -brand” fashions were popular in Japan, Under these circumstances,
Uniglo began business using the concept of selling casual wear at low prices.
The concept expressed as a following; “in the shop, you can buy the clothes like
a magazine”. The shop targeted teenage boys. At this time, the Uniqlo concept
was not yet fully developed. The shop inventory did not contain the Unigle
brand. Low prices, however, were featured. ®® The “help-yourself” system was
adopted. This system was initiated by Yanal, who believed hat, while a
high-quality shop must serve on its customers, customers of casual wear could
help themselves. In 1984, Tadashi Yanai became chairman of Ogori Syoji.
In June 1985, Uniqlo opened in a suburb of Shimonoseki. In October, two
similar Uniqlo shops opened in Okayama. The shops were built to look like
warehouses to save on construction costs. This style resulted in savings in
overhead costs. Most of the Uniglo inventory was imported. In 1985, Japan
experienced a drastic rise in the exchange rate of the yen. Nevertheless, the
cost of commodities that FR bought did not drop. Therefore, to achieve low
prices at the point of sale, FR needed to reduce its overhead costs. In 1988,

franchisees were recruited to reduce the costs by buying in large quantities.
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On the other hand, opening of new stores made it difficult to steadily find
sources for goods of good quality and low prices.

In 1987, Yanai went on a tour of Hong Kong to visit a company named
Jelldarno, which had a brand name of the same name. Thebrand was sold in
the United States and Europe. The company had a form of SPA. Thebrand had
a reputation for good quality and low prices. Yanai decided to commission the
factory that manufactured the Jelldarno preducts to produce items under the
" Uniglo brand. This was the first step toward the development of an SPA that
controls planning, production, distribution, and sales. This system was
modeled after GAP.4 In 1988, a point-ofsale (PQOS) system was introduced, A
POS system uses computers to instantly track inventories in the shops and to
make that information available in the corporate office. The introduction of
this system enabled management from planning to sales. In the same year, FR
started the full-scale development of the Uniqglo brand (Okamoto, 2000, p.111).
In February 1989, FR established its Osaka office to make enrich the
development of their products. This office invelved suppliers in the
development of the specialty products. In 1989, FR also built a distribution
center. In 1990, the computer system was renewed to process the information
of commodities and sales inside the company. In 1991, the company name was
changed from Ogori Syoji to Fast Retailing. The ttal sales amounted to
7,179,000,000 yen, and there were 29 shaops.

In 1992, the Ogori Syoji shaps, specializing in formal wear, were changed to
Uniqglo, and all FR shops became Uniglo. A new computer system was
introduced to expand the business and to implement the management strategy.
In 1994, the number of FR shops exceeded 100. In July 1994, the FR stock was
listed on the Hiroshima stock exchange. To list released FR from finance
problems like bank loans. FR moved quickly to open more Uniglo shops, In
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1996, there were more than 200 shops, and, in 1997, there were 300. Then, the
stock of FR was listed on the second section of Tokyo stock exchange. In the
meantime, in order to reinforce the Uniglo brand, FR established adesign
subsidiary in New York in December 1994. This subsidiary was 100% owned
by FR and aimed to reinforce the function of design and information collection.
To strengthen production, FR established a production subsidiary in Santon,
China, in 1996. This subsidiary was a joint venture of five companies,
including Nichimen, a general trading company, and other Chinese companies.
The ratio of investment by FR was 28.7%.02

In 1997, FR started Spoqglo, a casual sportswear shop and Famglo, a
children and ladies shop, as new businesses and built nine of each type of shop.
However, these businesses were not very successful. Under these conditions,
the total sales of existing Uniglo shops fell from the level of the previous year.
As a result, an increase in revenue and profit from all of the shops was
achieved by the sales gained by building new shops. In 1997, Takashi Sawada,
the former COO of FR, left the Itochu Syoji company (Sogo Syosya) and joined
the management of FR. Sawada made four propoesals to improve the sales
results of FR in response to Yanal's requests. He first proposed to close the
Spoglo and Famglo shops. The problem was that entering to the new business
made a vector of employees disperse. In 1998, FR closed the Spoglo and
Famgqlo shops. His second proposal was to review the Uniglo business. The
third was to simplify the business. Until 1997, in the Uniglo shap, other
brands were sold. To attract customers, the brands were sold at low prices.®9
Uniqlo's marketing ohjectives were not clear to its own staff and customers.
Therefore, FR clarified its objectives. Uniqle began selling its own brand of
casual wear. His fourth propesal was to close the design office in New York.

The Osaka, New York, and Tokyo offices established separate design facilities
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until 1997, but the overall effort lacked uniformity. In 1998, these offices were
integrated, and a new office was established in Tokyo.

In 1998, a new FR board of directors was appointed. The FR management
was young and under the leadership of Yanai and Sawada. The improvement
that we mentioned above takes over as ‘all better change(ABC)’ activity at the

moment.

(3) ABC activityt®
Yanail defined the essence of the ABC activity that started in June 1998 as
follows (Hanbai Kakushin, Jan. 2000, p.36):

“So far, the head office was a thinking person, and, the shop was a practicing
person. We change this style to the new style that thinks and practices at all
work places including the shop. Also, we change the operation style how sell
out the products into the style corresponded to the customer needs, that is,
how produce the marketable products. ABC activity is lterally the activity
that change everything.”

The first part shows to change the shop operation that the head office had
the initiative into the shop operation that shop managers have the autonomy.
Management manuals were used in the Uniqlo shops to standardize the
operational procedures in Japan. In the shop, to practice the manual was
good management. On the other hand, the dependence on the manual took
away the thinking ability of the shop manager, or, did not use the idea the
shop manager thought. Gradually, the negative effects of the manuals
compounded the problems for FR. To change the situation, FR modified its

organization and personnel policies. At this peint, FR shop managers were not
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responsible for sales. They were assessed on the basis of cleanliness, inventory
management, and personnel management. From July 1998, sales were added
to the list of responsibilities. In February 1999, a super-star manager system
was introduced. The super -star manager is a full-time FR staffmember whose
annual income was dependent on the performance of his shop. The system
changed the management by linking performance to compensation. In 2001,
there were 30 super -stars among the 520 shop managers (Syukan Toyo Keizai,
Nov. 3, 2001, p.34). Furthermore, a supervisory position was created and
advertised. The supervisors were in charge of several shops in a defined area
and acted as sales coaches. The supervisor positions were established to locate
problem areas in shops and to solve problems in cooperation with the staff at
the corporate office and the shep.

On the later part of the statement about ABC activity. Yanai mentioned
the change from how to sell out the product to how to produce the marketable
product. This changeis a problems of restructuring supply chain system(SCS).
The FR design offices were integrated in Tokyo, which enhanced the unity of
the Uniglo brand. FR narrowed the items from 200 to 300. Instead of
increasing the number of items, FR made a large volume of one item in order
to reduce costs.

FR introduced a system with a weekly demand forecast and sales strategy
and modified the production plan to conform to the sales plan in October 1998.
In 1998, 90% of FR products came from the factories commissioned to produce
in China. FR reduced the number of factories to 40 from 140 (Tsukiizumi, 2000,
p.24). FR commissioned 85 factories (60 companies) to produce clothes for
them in 2001. The most of Japanese SPA companies enter the commission
production contract with Chinese factories via Sogp Syosya. The SPA

companies put the production management and quality control into Sogo
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Syosya’s hands. Opposing this position, FR established a Shanghai office in
April 1999 and a Guang Zhou office in September of that year. There are 90
local staff members in the Chinese offices, who visit the factories 3 days a
week from Tuesday through Thursday and are directly engaged in quality
control. Also, since 2001, FR has organized a team of skillful persons called
Takumi. The team members are veteran Japanese engineers. They are a group
of people that have worked in Japanese textile companies for a long time and
have experience as factory managers. The following people work on the
Takumi team (Chikae, 2000, p.18):

Hidetoshi Murakami, 53 years old, a sewing specialist with 30 years of
experience.

Michio Ohta, 65 years old, a dye expert with 45 years of experience.

This team consists of 14 people. During one month, one person visits 10
Chinese factories to transfer the technology of factory management and
sewing skills. Furthermere, in May 2001, FR built an on-line system between
these commissioned factories in China and the corporate office in Japan. The
production data of the factories is transmitted on-line to the corporate office.
In addition, it is possible to deliver orders instantly to the factories on the
basis of sales data. FR established a production system that, at the beginning
of season, produces 50% of its production plan and then produces the
remaining products according to the volume of sales at the shops. FR shares
the production information with several material companies in charge of the
production of cotten, yarn, textiles, and dyeing. FR links the production with
the sourcing of materials.

To contrel distribution, FR staff members check the products delivered to
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the Syosya warehouse in China. FR owns delivery center s in Tokyo and Osaka.
A delivery center sorts the primary products by size and color. The products
are delivered to the shops three times a week. The delivery takes charge of
external companies.

In November 1998, FR opened a new shop in Harajuku, Tokyo. FR changed
its advertising strategy from the use of leaflets delivered house-to-house to a
multi-media approach making use of newspapers, magazines, and
television.!” As aresult, the Harajuku shop was successful, and the Uniqlo
brand was enhanced. Simultaneously, a potential for developing shops in
locations other than suburbs was demonstrated. And FR was listed on the first
section of Tokyo stock exchange in November 1999. With the new computer
system introduced in October 2000, it was possible to control the inventory by
color and size with sales demand which is defined as the sales information
management by the minimum number of units. By intreducing this system, to
practice the coordination for production in smaller unit than present unit is
considered. In 1999, several shops were able to make direct orders from the
factories instead of relying on the corporate office By 2001, 100 of 520 shops
were able to order directly by item, color, and size. This system will be
introduced in all shops in 2002,

(4) New subjects?

ABC activity continues today. The meeting for ABC activity is held by
management staff members, such as section chiefs and higher, each Monday
morning (a total of about 70 people). At these meetings, any company problem
could be dscussed. These meetings and the sales meetings held on Monday
afternoons were important for making decisions about the ordinary operations

of FR. The sales meetings were used to discuss sales among sales personnel,
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supervisors, and shop managers. The results of the ABC activity had a large
influence on the establishment of the business process of FR. The business

process is shown in Fig. 4,

Insert Figure 4 (Business process of FR) around here

FR is involved in too many projects. FR continues to make progress after
establishing a business process. In 1999, FR started a mail-order business
with the use of abrochure. In January 2000, FR cooperated with Simree ina
mail-order business. Simree is a company with experience in mail order. In
October, a mail-order system through Internet was started. Furthermore, the
existing some shops in the suburbs were closed, and FR is building new
up-scale shops.

In June 2000, Fast Retailing (U.K.), Ltd., was established as a preparatory
step for developing Uniglo in forelgn countries. In September 2001, four
Uniglo shops opened. The locations were Knightsbridge, Wimbledon, Uxbridge,
and Romford. The conditions for locating the shops were different from those
used in Japan. Knightsbridge is a downtown shop. The Wimbledon shop is
located on a high street of this town. The Uxbridge and Romford shops arein
suburban shopping mallks with big parking areas. Legal differences between
Japan and the U.K. prevented the use of suburban roadside locations in the
U.K. Because building sites are limited, FR's success at locating shops will be
an important issue. The Uniqlo inventories originate in China. The U.K. has
quotas for imports from China. Therefore, as the number of shops increases,
retaining its source of products is a problem. Genichi Tamatsuka, manager of
the U.K. operations, stresses the importance of the partnership forming the
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production contracts. FR looks for the partner that can build a cooperative
relationship in order to realize the product quality that FR wants  And if such
a partner possesses the factory in the country that U.K. dose not charge the
quota, FR has to solve the problem of the supplier for UK. market. FR has
been asked to establish a supply mechanism that emphasizes satisfying
customer demand in the U.K. Also, to enter the Chinese casual wear market,
Fast Retailing (Jiangsu) apparel Co. Ltd set up in China in August 2001.
Whether or not FR is successful in foreign markets will determine its future

success.

5. Analysis

Our discussion point is to consider the meaning that the company start
to the international business without the advantages. FRis analyzed from two
viewpoints. First, we explain the relationship with the international business
of FR, which includes a look at whether or not FR is a “born-glebal” company.
We then analyze the locational advantages that FR has in China, Furthermore,
we consider why other SPAs cannot imitate the FR model. After these
discussion, we analyze the meaning that the companies without the

advantages engages in the international business.

(1) Is FR a “born-global” company?

We borrow the concept of Oviatt and McDougall's (1994) definition of a
“born-global” company. They asserted that it was essential for a “born-global
company to have an international origin. In other words, a “born-global”
company must commit resources in more than one country. Therefore, their

description follows (Oviatt and McDougall, 1994, p.49):
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“They do not necessarily own foreign assets; in other words, foreign direct
investment is not a requirement. Strategic alliance may be arranged for the

use of foreign resources such as manufacturing capacity or marketing.”

We have te judge whether Fast Retailing(FR) is born-global or not. The
Judging criterion is whether the company uses the foreign resources from the
inception or not.

In the case of FR, the origin was in 1949. It is Ogori Sysji, which was
started by the father of the CEO of FR. Ogori Syoji began to sell men's formal
wear. Later, the company expanded and sold dresses and casual wear to
women. In this context, Tadashi Yanai joined the company in 1972. When he
was the managing director in June 1984, he started Uniglo, a casual wear
shop. After Uniglo was established, Yanai became the chairman of Ogori Shoji
in September 1984. He decided to operate Uniqlo as a business of Ogori Syoji.
Hence, 1984 can be regarded as the founding year for FR's Unigle.

Uniqlo was, at first, a clothing store that concentrated on casual wear for
teenage boys and competed with low prices. The competitive strategy was
supported through sourcing of low -priced commodities. FR inventories came
from foreign countries including Hong Kong, When the prices for the
commodities from the foreign countries did not fall, warehousestyle shops
were conceived. From Uniqlo’s beginning, the business relationship with the
foreign companies was an important factor in their competition in order to be
able to obtain cheaper commodities than their Japanese counterparts. In other
words, for FR to grow, it had te use foreign sources to keep prices low. In 1084,
the only aspect of the business that FR controlled was sales. However, in the

business process, the business relationship to use foreign resources existed
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(see Figure 5).

Insert Figure 5 (The business process of FR in 1984) around here

In summary, FR used foreign resources from its beginning. To determine
whether or not this company is a “bern-global” company, we need to determine
whether the company used foreign resources from its inception. FR did;

therefore, we can conclude that FR was a “born-global” company.

(2) Locational advantages and organizational capability

FR adopted an SPA form. We showed that, for an SPA company, the
capability to organize a supply chain system (SCS} is an important advantage.
Because SCS is the system that realizes the ideal assortment of commodities.
In order to realize the assortment, some activities of SCS has to locate several
countries. The season of this location is to integrate the locational
advantages existing in each country into SCS. In other words, the locational
advantages add value to each commedity. And the organizational capability
enhances the value of the shop for the customers so as to realize the
assortment. that the company intends. To sum up, the purpose of the
internationalization of SPA is to form the attractive assortment through
combining the locational advantages with the organizational capability.

In the case of FR, when Uniqlo was established in 1984, FR's control was
limited to the sales function. The only way to transform locational advantages
of foreign countries into advantages for FR itself was to source the products
produced by foreign manufacturers by means of transactions on the

international market. Although a strategy of FR was to target teenage boys in
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the casual wear market, the company was limited in its ahility to obtain the
commodities that the customers wanted. The edition of the assortment, and
the sourcing activity are related each other. For the reason that the capability
of sourcing the commodities is limited, the assortment is edited from the
commodities that were possible to practically source. The problem that cannot
realize the edition of assortment as the strategy becomes a driving force to
establish the system in order to realize the sourcing of commodities.

In 1987, FR started the commission production in Chain, and the
number of factories making a contact for the commission preduction
increased. In 1988, FR started to strengthen its product planning and design.
A design office was established in Osaka in 1989. In 1988, FR introduced a
computer system te control sales in individual shops. As aresult, FR was able

to control product planning, a part of production, and sales (see Figure 6).

Insert Figure 6 (The FR business process as commission production began)

around here

At the time that FR only sourced foreign brands via the market transaction,
the locational advantages were embodied into the commadities they bought.
But, by starting the commission production with their partners, the locational
advantages become factors that decide the attraction of their commodities.
Most of the factories that FR uses for the production of its products are
Chinese. The following factors are advantages of using factories in China
(Syukan Toyo Keizai, Nov. 3, 2001, p.44). First, labor is cheap. The wages in
China areone thirtieth of thase in Japan. Tethe 700,000,000 people that make
up the working populatien, the people engaging in agriculture and the marine
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products industry are moving to urban areas to become factory workers, and
they return to agricultural districts within 3 years. That is, the labor cost does
not increase because of the use of non-skilled workers. Second, China's
primary industry is the textile industry. In Shanghali, it is easy to source the
materials needed for producing clothes, such as buttons, zippers, and fabrics.
The prices of the materials are very low. To integrate the advantages of using
the facilities in China into the SCS, it is important to reinforce the cooperation
between FR and the Chinese factorles, In ather words, reinforcing the
relationship with the foreign factories leads to strengthening the
organizatienal capability of an SCS.

After starting the commission production, the edition of assortment that
FR has aimed rose the possibility of realizing by the subjective intention of FR
without the influence of the market situation. However, the parts that FR
could control were very little of their whole business. Mast of the commodities
came from foreign sources. However, if each activity of FR5s business process
does not make reinforce, the meaning for FR to control all bisiness process
will be small The design subsidiary established in New York in 1994 aimed to
reinforce product planning. With the design subsidiary, we assume that FR
was trying to integrate the advantages of location into its business process (see

Figure 7).

Insert Figure 7 (Business process of FR after establishing a design subsidiary)

around here

When thedesign offices were reorganized in 1998, the design subsidiary in

New York was closed. The reason for reorganizing the design offices in Osaka
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(estabiished in 1989), New York, and Tokyo (established in 1996) was
explained earlier. There was no unity in the Unigle brand with three offices
operating independently. In the other words, the edition of assortment that FR
draws dose not make clear as the strategy of FR. It was the influence of
sourcing by the commodities that FR could practically source. It was the
result of confusing the assortment that FR could practically source with the
assortment that FR imaged as the strategy. In restructuring the Uniqle
business started from 1998, FR confirmed their assortment that FR should
alm, and decided to basically assort the cbmmoditles on Uniglo shop by only
Unigqlo brand. Therefore, the business process of FR was simple (see Figure 8).

Insert Figure 8 (The business process of FR since 1998) around here

FR was a real SPA form through assorting the commodities of Uniqglo shop
by Uniglo brand. By becoming a real SPA form through using the SCS and
realizing ideal assortment, FR has an advantage over other forms of commerce.
In short, FR can ensure an assortment of goods that will satisfy its customers.
On the other hand, FR has to cover for the cost of keeping the SCS. For FR,
what SCS rusts out means the lost of competitiveness, Since 1998, FR has
been using a system to predict customers’ demand and accordingly modifying
production plans on a weekly basis Gee Figure 9). For FR to maintain these

advantages, it has to continuously improve and invest on their SCS.

Insert Figure 9 (The reorganized supply chain of FR (conceptual figure))

around here

33

This is the reinforcement of organizational capability well functioned SCS.
About each part of SCS, the improvement is practiced by a fulfillment of
quality control system in Chinese factories, and, a promotion of technelogy
transfer by Takumi team. Through these activities, FR's production activity
makes good use of the locational advantages of China and enhances thevalue
of SCS as the whole.

As mentioned above, according to the growth, FR expanded the activities
that they can control. In order to realize an ideal assortment, FR needed the
SCS for sourcing the commodities. SCS of FR enhanced the capability through
making the commission contract with Chinese factories. To integrate the
locational advantages of China into the organizational capability, FR have

practiced a lot of efforts device like a fulfillment of quality control system.

(3 Meaning to internationalize without the advantages: the
internationalization for building the advantages

What means dose the non-market born-global internationalize without the
advantages? The answer is given in the above analysis.

At the time Uniglo was founded in 1984, sourcing low-priced commodities
by engaging in transactions with foreign companies gave FR a specific
advantage. According to the growth, FR expanded the activity that FR can
controlled in the SCS. At the same time, the capacity level of each activity in
the SCS was enhanced. Finally, all activities in the SCS were placed under
the control of FR. On this background, there was the reason that FR was
forced to build the SCS in order to realize the ideal assortment. SCS has to

build as a device that the company can source necessary commadities, In the
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other words, through the sourcing process, SCS has to have a function to add
the commodities to the factors that the company wants . To exist a part of
activity of SCS in foreign country means that SCS is possible to add special
factors to the commodities through integrating the locational advantages of
the country that the activity is located. In the case of FR, the SCS of FR is
able to offer low-price and high-quality commodities because the production
was located in China. Pessessing and operating such an SCS is an advantage
of FR.

As understood in the case of FR, the internationalization of non market
born-global is due to integrate the locational advantages into their own
business process. Integrating the locational advantages inte the business
process gives a company the advantage to compete other companies. Building
and gaining the advantage that comes from the business process itself is the

reason that non-market born-global engages in the international business.
6. Conclusion

We discussed to the reasons that the non-market born-global
internationalizes without possessing advantages. We picked up Fast
Retailing(FR) as the non-market type bornglobal. The meaning of
international development of
FR integrates the locational advantages through the production in China into
their own SCS, enhances the potential of the SCS, sophisticates the capability
to organize the SCS, and enhances the value of the SCS as the advantage. To
sum up, FR enhances competitiveness by making the organizational capability
of the SCS more sophisticated. The same applies to other non-market-type

“born-global” companies.
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On the research of internationalization of firm, the importance that
disposes appropriate activity at appropriate place is asserted. To dispose
appropriate activity at appropriate place means to locate each activity that
forms the business process of the company at the place that is the mast
available to the locational advantages. We have thought as one investment
style that a multinational enterprise has made the investment from sales to
R&D in one country. This thought is related with the problem of the
localization. This discussion is a mainstream in the study of the
internationalization of firms. However, the company will fill to be an attractive
thought that enhances the organizational capability as an advantage
through integrating the locational advantages. In this area, more research is
needed. We will tackle as the future subject of whether new foreign direct
investment and restructuring existing foreign subsidiaries by the existing

multinational enterprises practices on the base of our idea or not.

Notes

(1) The approach that participation in international business gradually
expands s pointed out in the international process of many country’s firms.
Concerning the phased internationalization of a firm, a Swedish firm was
studied by Johanso and Vahle (1977), An American firm was studied by
Robinson (1976, 1984), Heenan and Permutter (1979), and Ansoff (1984). In
addition, a Japanese firm was studied by Kobayasi (1980) and Omae (1987).

(2) For example, Oviatt and McDougall (1994, p.46) studied the cases of LASA
Industries, Inc. and IXI Limited.

(3) Andersson and Wictor (2001) show that the concept of "born-global’
companies was suggested by the research of Mckinsay and company. Also,

they point out that the research on the internalization of small and
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medium-size firms (for example, that by Buckley, Newbould, and Thuewell
(1979)) is prior to the research on “born-global” companies.

(4) Dunning (1988, p.42) classified ownership advantages into asset
advantages and transaction advantages.

(5) We can show the following as the research on the operational aspect of
SCS: Bhote (1989), Carlise and Parker (1989), Christopher 1992),
Christopher (1997), Gattorna and Walters (1996), Harrison (1993), Hines
(1994), Houliham (1988), Kay (1993), Lamming (1993}, Lewis (1990), Sako
(1992), and Saunders (1994).

{6) In the marketing theory, SCS can be defined as the sourcing behavior
(Yoshida, 2001). ‘

(7) The president of GAP is the person used a term as SPA at first.

(8) The description of this section is based on the Corporate Brochure for
Introduction (2001 version), Dai-40ki Kessan Setsumei Shiryou (The
Material for the Explanation of 40 Terms Settlement). Other materials used
are shown in the text.

(9) The description of this section is based on Dai-40ki Kessan Setsumei
Shiryou (The Material for the Explanation of 40 Terms Settlement), Ogawa
et al. (2000), and Chikae (2000). Other materials used are shown in the text.

(10) Another positive éspect was the long hours of operation thaf the store had
(from 6. A.M. to mid night)

(11) Moroe (2000) and others show that FR have benchmarked the GAP as the
model for growth.

(12) SPA is considered the company practice from product planning and
production to sales. But the company that actually possesses the factories
and invests to the Chinese subsidiary is very rare(Nikkei MJ, 2001).

Syesya enters a commission production contract with Chinese factories, and
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retailing companies enter a sales contract with Syosya. As to FR, 60% of its
transactions are via Syosya (Hanbai Kakushin, 2000). In this meaning, the
foreign direct iInvestment of FR is a special case.

{13) the brands like Champion, Rebock, Bad boy, Vision, and Elvis Presley
were sold in Uniglo.

(14} The description of this section is based on Dai-40ki Kessan Setsumei
Shiryou (The Material for the Explanation of 40 Terms Settlement), Chikae
(2000), Nikkei MJ (2001), Syukan Toyo Keizai (15 July 2000; 3 November
2001), and Hanbaikakushin (June, 2000). Other materials used are shown in
the text. »

(15) In Japan, newspapers are generally delivered every day. Newspapers
include many kinds of advertisements. FR used this type advertisements as
an important medium.

(16) The description of this section is based on Dai-40ki Kessan Setsumei
Shiryou (The Material for the Explanation of 40 Terms Settlement) and
Syukan Toyo Keizai (3 November 2001). The description about Uniglo shop
in UK. is based on the interview with Genichi Tamatsuka (at that time,
Chairman, Fast Retailing (U.K.) Ltd.). Other materials used are shown in

the text.
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