
CHAPTER I 

INTRODUCTION 

 

1.1 Background 

Running a business does not always run as smooth as expected, failure can be faced 

by businesses. Failure in a business does not look at a single company or an industry alone, a 

business does not continue to develop with smooth functioning. Competition in businesses 

keeps on increasing which makes people on the run to find the right strategy for marketing 

their products in the perception of the consumers. The buying interest from consumers are 

made of a process of learning and the thought processes in providing answers for their 

satisfaction. 

Since entrepreneurship leads to economic growth, we need more successful 

entrepreneurs to grow economies and fewer failures wasting valuable resources. It is logical 

to conclude that if we can better understand why entrepreneurs fail, we should be able to 

increase the success to failure ratio. However, it has proven extremely difficult to predict 

which ventures or businesses will succeed and which will fail. It has recently become a hot 

topic because researchers have failed to understand, explain, and predict why some 

businesses succeed and others fail (Olaison & Sorensen, 2014 in Marom dan Lussier, 

2014:63). 

A company should be able to manufacture products of the best quality with 

uniqueness or differentiation that is able to compete competitively in the market. The 

researcher decided to be involved in the food industry. Food is very important for living 

beings on this earth and as the population is gradually increasing, the higher the demand for 

food in these countries. 



Figure 

1.1 Graph of consumer expenditure on food services in Indonesia 
Source: Euromonitor International 
 

Based on the data in figure 1.1, food businesses have a high prospect which gained 

the interest of the members to run a business in this industry. After discussion and after 

taking into consideration many things the members decided to run a start-up business in the 

snack industry by looking at the constant increase in consumer expenditure on food 

especially snack products and also because the members were confident and interested 

because the product was delicious. 

Yumix Company engages in the field of food items, specifically snacks. Founders 

consists of 3 students from Universitas Ciputra Surabaya majoring in International Business 

Management, namely Jessica Maria, Kevin Indrawan Tjahjono , Kashish Bhagwan  who 

decided to run the business because they have the same passion in the food world, seeing 

opportunities in the field and the product was different from other snacks in terms of taste and 

ingredients. The product launched by Yumix Company is named Yumix which is the food 

business in the form of unique and interesting crackers. It offers healthy snacks with many 

quality ingredients and a variety of flavors. This product doesn’t contain harmful substances 

such as monosodium glutamate and  other preservatives. 



Snack products offered have distinctive characteristics that are different from other 

products, because Yumix snack products are typical  of imported snacks with seasoning from 

Mumbai, India. As much as possible Yumix Company continued to innovate with the 

products, so as to always produce unique, healthy and delicious products. The concept of this 

company is to introduce and serve typical Indian food to the people of Surabaya. The 

company maintains top quality products sold to its customers, ranging from quality crackers 

and nuts in use to materials and other spices in selected finest quality. 

The main product offered by Yumix Company is a nut and rice cracker snack, which 

is sold at Rp 15.000,00. At the beginning, sales area is Car Free Day located on Jl. Raya 

Darmo and Jl. Tunjungan, Surabaya. In the first quarter year of 2016, no significant results 

were seen. However, in the second quarter the business improved but have not revealed the 

desired results. The researcher coincides as CEO in this business, in his efforts researcher 

have taken various routes to expand his business, until the desire to open a business  in the 

form of a stand at the mall, but because sales during Car Free Day (CFD) was deserted in 

terms of customers, this researcher and team did not dare to open a stand in malls, fearing the 

same results as in CFD. Since the mid of 2016, Yumix is no longer sold through booths but 

sales happen through direct orders from consumers. This was done to decrease business costs 

from the operational costs of booths. 



Figure 1.2 Yumix 2016 turnover 

Source : Internal Data 

 

In figure 1.2 it is shown the turnover of the business ran for a year before the business 

was closed due to failure on reaching the targeted net profit. The target that is set by the 

business members were not met and net profit was inconsistent at best with a downward 

slope in the last few months causing it to close down. Gaining a net profit far from the target 

is not good for the business and thus shows that this business is not profitable. It can be seen 

in the graph that the achievement of the target that the researcher determines is not 

accomplished for the business, meaning that the effort failed. 

 The result being far from the desired target makes it a point of research. The business 

members felt a steady decline in the net profit and lack of coordination resulted in having 

more expenses than income which was not good for the company ending with a 

discontinuation of business activities. This researcher wants to examine the factors that 
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caused failure and to ascertain as to what happened in the business by extrapolating the 

causality from these factors. In accordance with the phenomenon that has been described, 

researcher wants to conduct research with the title "Factors that contribute to the failure of 

Yumix". From the chart, Yumix business group suffered losses shown in the slope from the 

last 2 months causing the members to decide to shut down operations. 

Quarter Problem Faced 

1st Quarter of 2016 Some variants of seasoning unavailable 

2nd Quarter of 2016 Not enough marketing/promotion 

3rd Quarter of 2016 Not fulfilling all orders 

4th Quarter of 2016 Not meeting production deadlines 

 

Table 1.1 Problems faced in each quarter 

Source : Internal Data(2016) 
 

 

 

 

 

 

1.2 Research Question 

Based on the above background, the formulation of the problem that occurs is 

"Factors that contribute to the failure of Yumix ? ". 

 

1.3 Research Objectives 

Reviewing the formulation of problems that have been presented, then the purpose of 

this study is to determine the factors that cause Yumix Company to be a failure and thus a 

discontinued business operation. 

 

1.4  Research Benefits 

This study aims to provide benefits for some of the following parties: 



1.4.1  Academic benefits 

1. Theoretically, this research is expected to give a description about internal condition 

of companies that can cause business failure in scope of small to medium enterprises. 

In addition, the results of this study are expected to be a source of reference in relation 

to the theme of internal factors that cause business failure. 

2. This research is expected to contribute thoughts to the problems faced by other 

researchers and as a source of reference for future problems. It also shares knowledge 

regarding entrepreneurship which focuses in business failure. 

 

1.4.2  Practical benefits 

 Practically, this research is expected to provide evaluation material for Yumix and 

other companies to be able to control the internal condition of the company in order to 

maintain the business ability to survive from tight business competition and prevent the 

occurrence of business failure in the future.Through this research, the researcher hopes to 

give a new perspective related to the analysis of the failure factor of Yumix company. 

 

1.5  Research Scope 

This research will be carried out to understand the factors causing failure in Yumix as 

a business. The exploration of discontinuity in this research is limited to use internal data of 

Yumix company from January to December 2016. 

 


