
Operation Process Integration Using Supplier
Selection, Supply Chain Agility and Logistic

Management to Optimize Corporate
Performance Based on Enterprise Resource

Strategic

Umari Abdurrahim Abi Anwar1,2(B), Agus Rahayu1, and Lili Adi Wibowo1

1 Faculty of Economics and Business Education, Universitas Pendidikan Indonesia, Bandung,
Indonesia

umariaaa@upi.edu
2 Faculty of Economics and Business, Universitas Islam Bandung, Bandung, Indonesia

Abstract. Operations process integration is an important strategy in optimizing
corporate performance. The rapidly changing environment becomes a big chal-
lenge for companies in managing their operating processes and resources so that
they are able to work optimally. Effective and efficient operations process integra-
tion is built by supplier performance, supply chain agility, and optimal logistics
management. The enterprise resource strategy is used by the company to opti-
mize supply chain performance in order to improve the company’s overall per-
formance. However, there are companies that have not been able to achieve the
desired level of performance through these strategic steps due to the emergence of
implementation barriers. This study aims to examine the idea and design a model
of operations process integration through supplier selection, supply chain agility,
and logistics management to optimize corporate performance based on enterprise
resource strategy. This study used a qualitative descriptive method using a narra-
tive literature review with case studies on FMCG sector companies in Indonesia.
The results of this study indicated that integrating operations processes through
supplier selection, supply chain agility, and logistics management could bring
companies, especially the FMCG sector, to be superior and able to face market
competition. Challenges in its implementation included the cost of investing in
resources, integrating information andmanagement systems between supply chain
partners, as well as the company’s ability to align organizational culture across
supply chain partner companies.
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1 Introduction

The change in the business environment towards digitalization has providedmany oppor-
tunities and challenges in the corporate operating system [1, 2] in improving corporate
performance, and especially in creating better product value. The rapid development of
technology and changes inmarket trends, especially during and after the COVID-19 pan-
demic, have a significant impact on corporate performance.Corporate performanceneeds
to be managed as optimally as possible by establishing a process, system, and strategy
used to monitor and manage a company’s business performance based on its resources.
Enterprise resources strategic can manage data and translate strategically focused infor-
mation into operational plans [3]. The entire operating process in the company includes
procurement systems, supply chain management, manufacturing production processes,
quality management, and logistics management.

In this case, the operation process integration plays a very important role. The com-
pany’s internal and external environment and the performance of the entire supply chain
from upstream to downstream form a major part of taking a role in improving corpo-
rate performance [4, 5]. Operation process integration is a combination of operations in
one or several processes in an effort to streamline resources [6]. Another definition is a
production system that is designed in an integrated manner from individual processes to
processes that involve many parties with an emphasis on energy efficiency and reducing
environmental effects [7]. Operation process integration to improve corporate perfor-
mance is enabled by speed and accuracy of real time information, logistics and supply
chain monitoring and control [8], dynamic product development, increased supply chain
agility, and increased process efficiency.

In order to improve corporate performance and have a competitive advantage, the
entire operating process must be managed in a reliable, effective, and efficient manner,
so it is necessary to change themanagement of individual functions to become integrated
with all activities of the operation process. Information technology is an important aspect
in building the operation process integration because information technology is able to
process more and more accurate information [9, 10]. Manual transmission of data and
information carries a higher risk of being distorted. Accurate and real-time collection,
sharing and exchange of information is very important in the information processes
integration [10]. Exchange of information that is carried out automatically and in real-
time can reduce human errors and process transparency so that information from partners
becomes more accurate and integrated [11, 12]. Vagueness and delays in information
in the supply chain can lead to inventory and cost problems that have an impact on
operating process inefficiencies 13.

The supply chain performance, especially from the supplier aspect, plays an impor-
tant role [14, 15], so it is necessary to periodically evaluate suppliers who are partners
of the company [16]. One of the main problems in supply chain management is the sup-
plier, because the main cost of the product is represented by the cost of raw materials
and spare parts. Most companies expend product sales proceeds for supply procurement
and may account for up to eighty percent of production costs [17, 18]. Selection of the
right supplier is a very important decision because it can affect procurement costs [19,
20], assist product development and innovation, as well as assist the company’s process
effectiveness and efficiency [18]. Supplier selection is the process of selecting the best
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supplier through a series of supplier performance evaluations based on predetermined
decision criteria [21]. Supplier selection not only focuses on lower costs, but includes
product quality, delivery accuracy, aswell as social and environmental sustainability [22–
25]. Supplier selection gets special attention in supply chainmanagement and operations
processes because it can increase the corporate long-term competitive advantage [26].

Not only data and information are integrated, but also human resources andmachines
can be integrated to create effective and efficient operating processes. Advances in tech-
nology and increasingly rapid digitalization have increased the connection and global-
ization of supply chains, which can affect the effectiveness and efficiency of a company’s
operations [27–30]. Industry 4.0 digitization has changed value creation [31]. If digitally
based value creation takes greater control of the market, it is very likely that the tradi-
tional institutional value creation effects will be eroded 32. It is important for companies
to identify new forms of value creation and analyze their impact on the company’s overall
operating system and performance. Availability of information from all company part-
ners is an important key in the operation process integration, which can ensure optimal
value creation to customers.

Quite a lot of research has focused on utilizing the operation process integration in
improving corporate performance and value creation [33, 34], however, the use of enter-
prise resources strategic as a supply chain performance optimization strategy is still
under-explored. Several studies have proven how supply chain integration can improve
a company’s operational performance [35–37]. The impact of changing business envi-
ronments and digitalization on corporate performance has receivedwidespread academic
and managerial attention, while evidence of the impact of operation process integration
within companies is scarce. In addition, the development of enterprise resource strategy
on corporate performance is still not given much attention. Based on this information,
this study examined ideas and designs an operation process integration model through
supplier selection, supply chain agility, and logistics management to optimize corporate
performance based on enterprise resource strategy with case studies on FMCG industrial
sector companies in Indonesia.

2 Method

This study used a qualitative descriptive method employing a narrative literature study
with a case study approach. This research focused intensively on a particular object
studied as a case. The companies that were the object of research in this case study were
three FMCG companies in the category of multinational companies and local companies
included in the ten companies with the highest market share in Indonesia in 2021. Case
study data can be obtained from all related parties, in other words, this research data
were collected from various sources including annual reports and company financial
statements from 2015–2020.

In the research process, scientific methods were used, namely generalization and
abstraction, comparison, structural analysis, and modeling. Information and research
analysis basis consist of company annual reports, official statistics, analytical materials
of scientific institutions and centers, scientific journals, books, and information about
the company’s practical activities.
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3 Result and Discussion

3.1 Case Study: FMCG Industry Sector

One of the industries that makes a significant contribution to Indonesia’s economic
development is the Fast-moving Consumer Goods (FMCG) industry. The FMCG indus-
try became the second largest industrial sector with an investment value of 55.68% in
2019. During the COVID-19 pandemic, the FMCG sector was the least affected sector,
because people still needed household products, unlike other sectors which experienced
a decline. However, this does not mean that the FMCG industry does not experience
problems, at the global level the increase in the price of crude palm oil (CPO), which is
the raw material for the FMCG industry, is a challenge for FMCG sector companies in
Indonesia. In addition, the surge in raw material prices in all segments also affected the
performance of the FMCG sector.

In 2020, the number of consumers in traditional trade market channels will be the
largest in Indonesia, followed by mini markets (Fig. 1). Traditional trade has become a
place for buying and selling and bargaining for products that are easily accessible and
has become part of the daily life of Indonesian people.

However, the COVID-19 pandemic and rapid digitalization have changed consumer
behaviour and preferences so that electronic market channels (e-commerce) are becom-
ing increasingly popular. With easier access to both traditional and digital markets, the
FMCG industry sector is increasingly optimistic about experiencing greater growth.
The FMCG industry sector in Indonesia is dominated by both multinational and local
companies, which both enjoy a sizable share of the FMCG market. Large multinational
companies are able to revitalize the industry by offering a wide selection of product
types. Meanwhile, local companies have higher market penetration and are able to reach
a wider Indonesianmarket. In Indonesia, local companies are able to compete effectively
and have a competitive advantage.

Fig. 1. Leading sales channels of fast-moving consumer goods (FMCG) in Indonesia
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The FMCG industry sector in Indonesia is growing rapidly following changes in
consumer behaviour. However, all businesses must have a challenge, including FMCG.
Products from this industry can reach all walks of life. It could even be that all walks of
life use the same products and brands. On the other hand, the availability of a largemarket
is a challenge for this industry. Due to the type of product that runs out easily, producers
must be able to produce efficiently with proper management. For this reason, companies
must prepare strategic enterprise resources to manage all company operations.

Intense product competition is also a big challenge for this industry. Customers
will remember which brand is the pioneer and buy that product over and over again.
If this happens, it will be difficult for the new product to replace the pioneer product.
Companies need to continue to innovate in making a unique product so that consumers
become interested. Companies also need to make improvements, especially in the fields
of information and technology, supply chain effectiveness, optimization of online sales,
and product distribution.

There are three companies analyzed as case studies, one company is a multinational
company, the other two companies are national/local companies. The three companies
have a highmarket share in Indonesia.

Based on data taken from the three companies’ 2015–2020 annual reports (Table 1),
PT R has the ability to understand and relate to food service business actors to distin-
guish the company from other B2B food companies where data plays an important role
for PT R’s success in response to a market slowdown. With the shift in shopping and

Table 1. Comparison of three companies in the FMCG industry in Indonesia

Criteria PT R PT D PT A

Company status Multinational National National

Business activities
and products
produced

Production, marketing
and distribution of
consumer goods under
the categories of home
and beauty personal
care, and foods and
refreshment

Production and
processing of
consumer goods (food
and beverages),
distribution,
agribusiness

Production and
processing of
consumer goods (food
and beverage),
wholesale trade, real
estate and financial and
insurance activities

Number of
factories

9 factories 30 factories 29 factories

Types of products 43 products 9 products 6 products

Distributor
network

800 distributor
networks
independent

Internal distribution
group

Distributor network
independent

Program Strong cost efficiency
as well as
proactive commodity
and foreign exchange
management

Cost efficiency Cost efficiency
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consumption behaviour, as well as the increase in digital consumers, PT R invests in
the e-commerce channel by ensuring that the product is available. PT R encourages all
of the company’s supply chain partners to take advantage of digital transformation with
digitalization activities and the electronic route-to-market (eRTM) model. The company
collaborates with global networks to ensure greater access to global suppliers and lever-
ages digitalization and automation to address limited staffmobility to support operational
processes.

PT D undertakes various cost-saving initiatives to strengthen raw material sourcing,
agronomic practices, and inventory management. PT D has also improved the quality
of some of its products and created new packaging according to current consumer pref-
erences. Supply chain management in the company is also extended to the range of
services to retail outlets that are close to the target consumers and take advantage of
online stores. PT D obtains raw materials for its production from within and outside the
country to maintain product availability in the market. In logistics management, internal
transportation capacity was increased and market reach was expanded through the addi-
tion of wholesalers and sub-districts for distribution. The company has used information
technology to integrate its operations and supply chain processes to monitor operations
activities in real-time, improve the efficiency and effectiveness of the workforce, as well
as drive sales results and product delivery.

PT A also focuses on cost-saving strategies through building mutual benefit relation-
ships with all of the company’s supply chain partners. PT A has many local suppliers
who are always given training and development to be able to meet the needs of supplying
raw materials to PT A and in accordance with the specified quality standards. Similar to
the other two companies, PT A has utilized information technology to integrate the com-
pany’s operating processes and utilized technology to expand its global market share.
PT A’s snack food products have begun to be known and favoured by foreign people,
especially in the East Asia region, so the company must ensure that product demand is
always met.

3.2 Operation Process Integration Model

In the three companies, the operation process integration plays an important role in
improving company performance, especially with the existence of information technol-
ogy that can facilitate communication and coordination across the entire network and
company partners. The three companies already have products that are exported abroad
and are well known to the public abroad. The demand for products is increasing and
diverse, requiring FMCG companies to be more agile in meeting consumer needs.

Supply chain agility is the ability of the supply chain process to adapt agilely in
the face of changes in the business environment, market changes, customer desires,
competence with competitors, and so on [38, 39]. In addition to the ability to respond
quickly, supply chain agility must also be able to save costs, be responsive to market
and consumer demands, maintain flexibility, and keep productivity at the highest point
every time [40, 41]. The fundamental drivers of supply chain agility are speed, cost, and
efficiency. Supply chain agility is based on sensitivity to consumer demand 38,42. In this
case, sensitivity refers to the main consumer demand in terms of demand volatility. The
characteristics of the current business environment are shorter product life cycles and
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the level of uncertainty in customer demand. Supply chain agility is realized through the
company’s ability to quickly detect changes, opportunities, and threats (alert); quickly
access relevant data (accessibility); make firm decisions about how to act (assertiveness);
immediately implement the decision (speed); and modify the range of its supply chain
tactics and operations to the extent necessary to implement its strategy (flexibility) [41,
43]. Supply chain agility, especially in response to market changes and changes in the
business environment, will affect the effectiveness [44, 45] of the overall operation
process integration [46, 47].

The existence of suppliers is a very important element for the success of production
in the company [25, 48]. Suppliers form an important relationship in the company’s
overall value delivery system [49]. The existence of suppliers is one of the keys to
the sustainability of a business to increase the value of the business. Supplier selection
is a strategic activity, especially if the supplier will supply items that are in crisis or
will be used in the long term as an important supplier [50, 51]. With the status of
both multinational and national companies, the three companies have a network of
international partners in distributing their products.

The increasingly fierce business competition in this era of globalization requires
companies to restructure their strategies and logistics systems within the company 52.
The essence of competition lies in how companies implement processes to produce
better, cheaper, and faster products, goods, or services than their competitors, for that
a company must be able to improve the performance of its logistics system in order to
continue to compete and progress [53]. The scope of logistics activities are facilities,
transportation, inventory, communication, handling, and storage [54]. There are at least
three objectives in logistics management activities, namely: (1) so that the inventory of
goods can be carried out with the correct quantity and quality, (2) so that the expenditure
of funds for procurement purposes can be carried out more efficiently, and (3) to support
and also maintain efficiency and effectiveness in order to achieve the company’s main
goals.

Companies must consider logistics issues in order to ensure that logistics support the
company’s strategy if the operational function supports the company’s overall strategy,
then logistics must support the operational function strategy. On the other hand, if the
operational function does not support the company’s strategy, the company’s operations
will be hampered such as late production due to the absence of raw materials which will
affect customers. Logistics management at the FMCG company functions to ensure that
the available inventory is accurate in quantity and quality standards in accordance with
quality management standards at an efficient cost.

The need for coordination between units in a company is becoming increasingly com-
plex, so the presence of an operation process integration system is even more crucial. In
the FMCG industrial sector, the operation process integration system plays a role: (1)
increasing cooperation between departments; (2) speeding up the process of communi-
cation between departments; (3) data access in real time; (4) ease of policy making; and
(5) resource optimization. Thus, in the end, the integrated system will achieve the main
objective of an operating process, namely to produce products according to consumer
demand with an effective and efficient process.
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Fig. 2. Operation process integration model

Figure 2 shows the operation integrationmodel formed by the supplier selection, sup-
ply chain agility, and logistics management variables. These three variables are impor-
tant to be implemented and developed by FMCG companies to increase competitive
advantage and company performance.

3.3 Enterprise Resource Strategy Model

Changes in the business environment can change the competition in themarket as well as
the company’s previous strategic position [55]. Quite a lot of companies fail to adapt to
a changing environment because of the company’s inability to move on from the success
they have achieved as much as the company’s inability to learn to adapt and be agile
from today’s environment. In a competitive market environment, information technol-
ogy does not only play a role as a supporter of the company, but also as a dominant driver
from a strategic and operational perspective [56]. Information technology infrastructure
is capable of controlling information processes, facilitating information, and managing
transactions with corporate partners [57]. If the company does not strengthen the infras-
tructure, the company will find it difficult and unable to maintain the company’s identity
that it has today.

Resource strategy refers to a series of strategies, both the main and supporting strate-
gies and how the strategy is implemented through the transformation and development
of production potential in the company [58]. The strategy developed by the companywill
depend on the company’s industry affiliation which is divided into the resource structure
and decision-making system [59].

With the increasing role of information technology in improving company perfor-
mance, information technology must be an element in the design of business strategies.
Enterprise resource strategic (ERS) builds and provides facilities for resource manage-
ment using information technology through corporate strategic planning considerations
[60]. ERS links all companymanagement activities to ensure that the company’s strategic
objectives are fully met. All company departments, subsidiaries, and company partners
must integrate and align their individual goals to achieve the company’s overall goals.
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If the strategic objectives are not carried out effectively, failure is very likely to be
experienced by the company.

Company management through performance indicators is carried out through iden-
tification of the business environment starting from an analysis of internal conditions
(human resources, operations, marketing and finance) and external companies (eco-
nomic, social and political conditions, shareholders and other stakeholders). The com-
pany’s strategy must be clearly defined, including performance indicators for each activ-
ity bymanaging limited resources to produce better operational quality and company per-
formance. ERS is a company strategy that uses information technology optimally based
on software to direct various activities in accordance with the performance indicators
that the company expects to achieve.

Optimizing the corporate performance can be done by adjusting the corporate strat-
egy with the corporate internal goals and capabilities [61]. If the strategy is adjusted, the
direction of the resource policy will be determined in a competitive framework aimed
at ensuring the corporate has a competitive advantage [62]. Corporate policy deter-
mines the segmentation of the company, the direction of activities as well as the type of
customers [63].

Based on the analysis of three companies in the FMCG industry sector in Indonesia,
each strategy developed by each companywill determine the structure, source of income,
and direction of the use of various types of company resources in the context of achieving
their respective goals. The resource strategy portfolio will cover logistics, finance, and
human resources management.

Table 2 shows several enterprise resource strategies in the aspects of logistics, finance,
and human resources that can be applied by FMCG companies to improve corporate
performance. In the logistics aspect, the company can develop production equipment,
transportation facilities and optimize suppliers. In the financial aspect, the company can
use a strategy of funding, paying dividends and investing, and adding activities that
increase the company’s income. While in the aspect of human resources, the company
uses a growth strategy by managing human resources and forming a comprehensive
knowledge management.

By developing the right corporate strategy through the integration of operations
processes by paying attention to aspects of supplier selection, supply chain agility and
logistics management as well as the use of information technology based on strategic
enterprise resources, it is expected to improve overall corporate performance. Figure 3
shows the model of operations processes integration through supplier selection, supply
chain agility, and logistics management to optimize corporate performance based on
enterprise resource strategic:
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Table 2. Enterprise resource strategy portfolio to improve corporate performance

Strategy Strategy type Strategic alternative set

Logistical resources strategy Production (trade) equipment increase the utility of available
equipment; purchase or lease
new, more efficient production
equipment; maintenance and
reliability; recycle or reuse of
waste and utilization of
secondary resources;
optimization of machine uptime

Transport facilities use of company-owned
transportation; use of
transportation services; use of
rental transportation;
combination of transportation
from various sources

Commodity resources optimization of existing
suppliers; find new suppliers to
meet needs; build mutually
beneficial long-term
contractual relationships

Financial strategy Financial resources self-financing; loan financing
strategy; combination of
funding sources

Dividend strategy dividend payment (increase,
decrease, deferred dividend
payment)

Functional strategies and
investment projects

allocation of funding for
projects, investments and other
income-generating activities

Human resources strategy Growth strategy recruitment of new employees,
training and development,
knowledge management, the
formation of a moral and
psychological climate to
increase engagement, career
development

Organization of mass layoffs
and employment assistance

early retirement programs, staff
retention, retraining
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Fig. 3. Operations processes integration through supplier selection, supply chain agility and
logistics management to optimize corporate performance based on enterprise resource strategic
model

4 Conclusion

In the context of the economic digitization paradigm, the company focused on integrating
data and informationwith the overall operational processes and activities of the company
to achieve efficiency and effectiveness of resources in the company. Relationships with
all company partners were increasingly optimized so that they could influence the com-
pany’s responsiveness and agility in responding to changes and market demands. This
also put pressure on logistics management to be able to work and coordinate optimally
to increase the role of operation process integration.

It is clear that the company’s information technology plays an important role
in supporting interactions to align strategy through the use of enterprise strategic
resources. Support from operation process integration and strategic enterprise resources
can improve overall corporate performance.

This paper highlights the importance of operation process integration, especially
on the aspects of supplier selection, supply chain agility and logistics management as
the basis for integration and strategy development. It also analyzed the use of strategic
enterprise resources in an effort to improve corporate performance.

However, it is important to note that although the operation process integration has
been carried out, it is necessary to pay attention to managing and developing policies
between the company’s partners. The challenges of other factors such as the availability
of information and the use of enterprise resource planning (ERP) should also be carried
out in future research.
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