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Abstract—As a state owned company, PT. Len Industri 
(Persero), an electronic industry and infrastructure 
company, has passed three transformation phases 
throughout its effort in improving the company performance 
in the passed 20 years. In the final state of the third 
transformation phase, despite its significant sales growth 
(averaging to 30 percent per year from 2006), PT. Len is 
unable to achieve the expected KPI (key performance 
Indicator) for NPM (net profit margin) of 5% set by the 
stake holder. In order to achieve the requested NPM, PT. 
Len has to carefully select projects with low COGS only 
(80% to 85%). This can only be done through a high value 
project content which means using an innovative product 
that has a high selling value or by developing an innovative 
business model which can give significantly higher return. 
In this case study, the latter choice is chosen.Business model 
initiative is not new to PT. Len, but a comprehensive way of 
creating the business model that involves details steps has 
never been generated. Business Model Generation using a 9 
blocks building concept is introduced here. The designing 
concept uses the “Unbundling” business model pattern that 
suit business at PT. Len. The designing take example one of 
the business lines in the integrated PV (photovoltaic) system 
supply. This business is then recast into the standardized 
format of business model canvas and unbundled to get a new 
core business. This new core business will improve the NPM 
of PT. Len Industri. 
 
Keywords: NPM, Business Model, COGS, KPI , Unbundling 
business pattern 
 

I. INTRODUCTION 
 

Since working as the Director of Technology and 
Production at PT. Len Industri (Persero), many 
problems come and go. One of the interesting 
problems that come into mind was the effort to fulfill 
the requirement of company performances set by the 
stake holders. These requirements were set into the 
performance criteria which is called the Key 
Performance Indicator (KPI). This issue is considered 
interesting to be discussed because in the past 5 years, 
PT. Len Industri (PT. Len) has never been able to 
achieve one of the KPI parameters, i.e. the Net Profit 

Margin (NPM). The value  achieved was always just 
slightly lower than expected. 

There are 6 main business lines covered by PT. 
Len, Railway  Transportation, Renewable Energy, 
Telecommunication, Defense Electronics, Navigation 
system and Control System. PT. Len focus itself as an 
EPC (engineering, procurement and constructions) 
company where most of the project are customized to 
the need of the customer and in limited amount. 
Manufacturing, assembly and testing facilities at PT. 
Len are used to support those projects. 

The main issue that is going to be discussed in 
details is the Net Profit Margin (NPM). By looking at 
the trend of achievement from 2006 to 2011, both 
sales and profit are increasing quite dramatically, but 
not the case for the NPM. The value for NPM are 
2006 (2.04%), 2007 (2.35%), 2008 (2.40%), 2009 
(1.8%), 2010 (2.87%) and 2011 (2.84%). The 
significant increase in sales is not followed by the 
significant increase in NPM.  

 

II. BUSINESS ISSUE EXPLORATION 
 
From the four main issues considered to be part of 

the possible root cause, one by one will be discussed 
and analyzed within the conceptual framework. All 
data and method used related to the factors considered 
will be presented in each analysis.  

There are four main issues which are taken into 
account as the key criteria causing these NPM 
problem: 

1) Selections of projects based  only on sales value 
2) Project with local and innovative product 

content/business   
 content are limited 
3) Project Competition and Cost Control 
4) External conditions that are directly related 
 

A. Conceptual Framework 
As PT. Len business area is concerned with running a 
turnkey projects through EPC process (engineering, 
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NPM is calculated as the percentage of Net Profit 
divided by Net revenues (internet link: 
http://www.investorwords.com/3260/net_profit_margi
n.html) .  
 
“NPM is used as the indication of how effective a 
company is at cost control. The higher the net profit 
margin is, the more effective the company is at 
converting revenue into actual profit. It is also a 
good way of comparing companies in the same 
industry, since such companies are generally subject 
to similar business condition. Furthermore, it can 
also become a tools in gauging which industries are 
relatively more profitable.” 
 

To get more insight into the real problem where 
could this lead to, a pie chart is made with selected 
project sales and Cost of Goods sold (COGS) as part 
of the cost comparison. These project variations in 
sales value and COGS is divided into 5 divisions; A = 
COGS of <80 , B = 80 < COGS <85, C = 85 < COGS 
< 90, D = 90 < COGS < 95, and E = COGS > 95. 

C. Analysis of Business Situation 
 
Referring again to the real meaning of the NPM. 

NPM is used as the indication of how effective a 
company is at cost control. The higher the net profit 
margin is, the more effective the company is at 
converting revenue into actual profit.  The underline 
word is what is to be focused here in getting the root 
cause. PT. Len has to maximize its effort in 
transforming the revenues/sales into actual profit. So 
many ways of maximizing this converting process, 
and one of this which will be chosen here is 
maximizing the value proposed to the customer so that 
the customer are willing to pay extra. This bring us to 
the second steps, whereby from the four issues 
discussed, the first two will be taken into 
consideration as the possible root cause. 

 
From the above two possible main root causes, 

both are considered the root cause. Both are internal 
conditions that can be changed by PT. Len internally 
without outside parties involvement directly. 
However, from these two, the first one is considered 
easier than the second one as it is just a matter of 
making extra ground rule internally in each UB 
(Business Unit). The rule can be made for every 
tender review where decision will only give green 
light for project in division A, B and C only with no 
tolerance. Outside these, will be rejected.  

 
What will be discussed further is the second root 

cause. This is chosen also based on the fact that this is 
where PT. Len can make change and decide, and not 
based on other outside factors affecting the decision. 
One of the solution is the business model concept. A 
nine (9) building block for business model generation 
method will be used as the tool used to obtained the 
exact solution for the root cause already identified for 
the purpose of this Paper.  
 

III.BUSINESS SOLUTION 
 

In order to achieve the requested NPM, PT. Len 
has to carefully select projects with low COGS only 
(80% to 85%) i.e. in the A and B division type. One 
way of obtaining this (related to the issue discussion in 
previous section) is through a high value project 
content which means using an innovative product that 
has a high selling value or by developing an 
innovative business model which can give 
significantly higher return. In this Paper, the latter 
choice is chosen. 

 
Business model initiative is not new to PT. Len, 

but a comprehensive way of creating the business 
model that involves details steps has never been 
generated. A detailed design of an Innovative business 
model using the concepts, techniques and tools 
presented in the Business Model Generation book 
(Osterwalder, A., & Pigneur, Y., 2010) will be used. 
Technique covered in the book is so comprehensive 
especially in designing the business model that only 
one concept will be chosen. 

 
This concept offer a nine building block 

approaches that cover four main areas of a business: 
customer, offer, infrastructure, and financial viability. 
The nine (9) building blocks are: 

1) Customer Segments (CS) 
An organization or different groups of 
people, as enterprise, aims to reach or serves 
one or several customer segments. 

2) Value Propositions (VP) 
Value propositions can solve customer 
problems and satisfy customer needs. The 
value proposition building block creates 
value for a specific customer segment 
through products and services offerings.  

3) Channels (CH) 
It describes how a company deliver a value 
proposition  to customer through  
communication media. 

4) Customer Relationship (CR) 
Customer relationship are established for 
each customer segment and will influence the 
overall customer experience. 

5) Revenue Streams (R$) 
As the value propositions is successfully 
offered to customer, cash will be flowing as 
revenue from customers.  

6) Key Resources (KR) 
The key resources building block describes 
the most important assets necessary to make 
a business model work. 

7) Key Activities (KA) 
The key activities describe the most 
important things that must be done to make 
its business model work. 

8) Key Partnerships (KP) 
The key partnerships describes the network 
of suppliers and partners that make the 
business model work where some activities 
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