CHAPTER I
INTRODUCTION
1.1 Research Background
Established in early 2013, Premium Amenities is known as a company that
operates in hospitality services and amenities distribution business. Premium
Amenities provides hotel amenities, such as slippers, laundry bag, toiletries, linen,
towel, furniture, and shopping bag for different kinds of hotel range in Indonesia.
So far, the company’s capacity for Surabaya-Malang area is approximately 10,000
units every month. Premium Amenities has a great vision to be the leading
professional amenities distributor company in Indonesia. To achieve this vision,
Premium Amenities needs to increase its sales productivity and broaden its market
share area. Since the company was first established, Premium Amenities has had
6 loyal customers, such as Artotel, Somerset, Midtown Hotel, The Pines Malang,
Harris Hotel Malang, and The Santosa Lombok.
According to the Hotel News Now article (Higley and Ahmed, 2014), the
growth of hospitality market in Jakarta, Indonesia has increased and reached
5,634 rooms, compared to Bali’s 4,686 rooms. Based on this article, it can be seen
that the hospitality industry in Indonesia is going rapidly. Because of the
significant increase in hotel numbers in Indonesia, Premium Amenities would like
to broaden its market area. In order to achieve corporate goals, human resource
plays an important role in small-medium enterprises. Many people say that human
resource is a decisive factor in winning business competition. Floris A. Maljers,
the CEO of Unilever, states that the source of competitive advantage that needs to
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be considered is the quality of human resource. Meanwhile, Robert J. Eaton as the
CEO of Chrysler Corp asserts that the biggest hindrance faced by a company in
the wake of globalization is the limited amount of human resources (Bangun,
2012 : 4). Therefore, human resource plays an essential role in both short-term
and long-term competitions. It is the reason why business analysts pay close
attention to the company’s ability to manage human resources effectively.
An owner cannot do tasks like finance, marketing, and production alone
without adding more sales force to reach and generate more income from a new
market. As a solution, the firm itself needs to commit to job creation and workers
hiring to support its business operations, or in this case, sales force as an essential
job opportunity. Having the right sales force allows companies to conduct
effective sales processes with every targeted customer segment, direct the selling
effort to the right products, market, and activities, while utilizing sales resources
efficiently. Generally, many medium and large companies expand one of their
basic sales organizations in some specialized designs in order to increase the
effectiveness of their sales force.
Premium Amenities employs trader as the middleman seller. The company
does not need to pay fixed salary or conduct training for traders. Traders usually
find their own market because they have good understanding of their market area.
However, one of the disadvantages of hiring traders is their disloyalty tendency.
This is different from permanent employees. With permanent employees, the
company needs to pay fixed salary and conduct training, permanent employees
tend to be loyal and give the company direct connection to customers.
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Distributor is another option besides traders and permanent employees.
However, there are several reasons why the company does not use distributors. So
far, Premium Amenities has not managed to convince anyone to become their
distributors. They claim that the company is not big enough for them to commit to
a contractual agreement. Additionally, they prefer working as traders, because
they can work without contract, set their own price, and keep their own customer
database.
In order to analyze the problems, Premium Amenities conducts
preliminary interviews with three different companies which experience similar
issues, such as PT. DayaSatya Abrasives, PT.GoldenPotterindo, and PT.
Tridominitama on Monday, 1 September 2014. Below are the advantages and
disadvantages of hiring permanent employees and traders based on the interview
results and references:
Table 1.1 The Advantages and Disadvantages of Hiring Permanent Employees and Traders

1.
Advantages

2.
3.

4.

5.
6.
7.
8.

	
  

Permanent Employees
Company can manage customers
directly because the company holds
the customer database.
Company can create competitive
price on its own.
Company gets bigger profit but
average quantity of order because
every sales person will take all
amounts of purchase order.
Highly
motivated
permanent
employees will be profitable for
company because salespeople are
motivated to find new customers.
Permanent employees tend to be
loyal with the company.
Sales commission helps salespeople
control their earning and improve
job performance.
Obtain customer’s trust
Good company brand image can be
seen from the good performance of

1.

2.

3.

4.
5.
6.
7.

Traders
Based on cost analysis, using trader
is more beneficial because the
company does not need to spend
marketing expenses.
Company can give minimum quantity
of purchase order for trader.
Example: 3000 units for slippers,
laundry bags, and toiletries.
Traders are used to ordering in big
amount of quantity.
Example: 10,000 units of slippers and
1,000 units of towel.
Traders work without pressure; and
thus, become more productive.
Traders are more innovative because
they are used to resolving the
problems by themselves.
Reduce business risk through third
parties. Company does not have to
bear the risk personally.
Cost
efficiency
expenditure.
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the permanent employees.
Company owns its track record;
therefore, customers could see the
professionalism of the firm’s 8.
performance.
10. Bad debts are relatively smaller
because the orders are less than 9.
traders.

Company does not need to hire
salesperson to find customers or even
pay the fixed cost salary.
When there is a termination of
employment, company does not need
to pay severance payment.
Company does not need to do
training for traders because they
already know their target market.
10. Highly motivated labor because the
amount money earned is measured by
the number of customer acquired.
1. Bad debts are borne by the company.
1. Traders are prone to disloyalty as
Disadvantages 2. Company needs to spend money for
they always seek the lowest price
marketing expense.
available by comparing the prices of
3. When there is a termination of
suppliers.
employment, the company needs to 2. Company does not have the
pay severance payment.
necessary or valid information
4. Company needs to pay training
required to interact with the
expense.
customers directly due to the fact that
5. Business risk is borne by the
the traders retain their own database.
company.
3. Reliance between firm and traders,
6. Permanent employees are normally
because when traders no longer make
unproductive because there is a lot of
orders, the firm’s revenue decreases.
work pressure, such as sales target.
4. Confidentiality threats. Traders can
7. Competitive rivalry in the market
imitate the company’s product.
makes demotivated employees miss 5. Company cannot control the market
deadlines, turn in poor work quality,
price.
or work at a slower pace.
6. Big amount of bad debts because
8. Company gives compensation for
traders usually order in large amount.
permanent
employees.
Example: 7. Traders are used to rebranding the
provides vehicle or even shelter when
product. Hence, when the product is
needed.
accepted at the market, traders will
9. Company
should
build
costly
get the track record from customer,
infrastructure
and not the company.
10. Confidentiality threats. Employee 8. Company gets smaller profits.
could imitate the product produced by 9. Company
cannot
control
the
the company.
movement of the traders.
10. Seizure of territory between company
and traders.
Source: Doni (2014) and Interview
9.

Nowadays, customers expect salespeople to have detailed product
knowledge, suggest improvement for customer operations, and possess reliability
and efficiency. Sales force training is the effort an employer makes to provide
sales people with job-related knowledge, skill, attitudes, and culture that should
result in improved performance on sales, productivity, and profit (Havaldar and
Cavale, 2011 : 153).
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Premium Amenities is responsible for the salary of its employees if the
company chooses to hire permanent employees. A permanent employee is paid
with a fixed monthly salary using the regional minimum wage rate with extra
commission based on the total sales achieved. After a year of running the
business, the owner still cannot decide between permanent employee and trader.
This decision will affect the company’s ability to achieve high sales productivity
based on sales force management. This problem highlights the background of this
research. The study also uses relevant cost method to compare costs between
alternative courses of action and decide on permanent employee or trader.
1.2 Research Question
Given the descriptions above, the research question is “Should Premium
Amenities hire permanent employees or traders based on the relevant cost
calculation?”
1.3 Research Purpose
Based on the research question, the purpose of this research is to help the
company decide on permanent employee or trader based on the relevant cost
analysis result.
1.4 Research Benefits
1. Theoretical Benefits
This research is expected to give theoretical contribution towards sales
force and relevant costs theories. This research is also a result of the
knowledge and understanding obtained from Universitas Ciputra to
develop the discussed business unit.
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2. Practical Benefits
This research is expected to provide information for Premium Amenities’
shareholders regarding the decision to hire permanent employee or trader
based on relevant costs theory.
1.5 Research Scope
The scope of this research is explained below:
1. This research uses relevant cost to make a decision on the employment of
permanent employee or trader using both qualitative and quantitative
information. Quantitative information is taken from the relevant cost
calculation data. Qualitative information is collected from interviews with
three benchmark companies and traders as supporting data to understand
the buyer’s power.
2. Premium Amenities has not reached the market outside Java or understood
the buyer’s power in that market. Therefore, this study is focused on the
Kalimantan market.
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