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ABSTRACT
Many restaurant businesses struggled to survive and went bankrupt during the COVID-

19 period. LB Restaurant, a food and beverage (F&B) business based in Bandung, Indonesia,
faced financial challenges after the COVID-19 pandemic. These challenges arose due to
unstable profit growth and increasing, uncontrolled operational costs, which continuously
eroded the company’s earnings and resulted in minimal profits. This study aims to identify
strategies to improve the profitability of LB Restaurant by utilizing SWOT (Strengths,
Weaknesses, Opportunities, Threats) and TOWS Analysis to assess the restaurant’s internal and
external factors, based on Common-size Analysis and Profitability Ratio Analysis, the VRIO
(Valuable, Rare, Inimitable, Organized) Framework, Value Chain Analysis, and Michael
Porter’s Five Forces. Using the SMART method, five alternative strategies: revenue
diversification and cost control, maximizing partnerships, digitally enhanced customer retention
and social media-driven upselling, financial buffer and contractual safeguards, and streamlined
peak-hour operations, were analyzed and prioritized according to the criteria of profit potential,
cost potential, customer retention potential, and implementation challenges for each strategic
alternative.

Keywords : Simple Multi-Attribute Rating Technique; SMART; Food and Beverage Industry;
Restaurant Operational Strategy; Strategic Decision-Making

ABSTRAK
Banyak bisnis restoran mengalami kesulitan untuk bertahan dan mengalami

kebangkrutan selama masa COVID-19. LB Restaurant, sebuah usaha makanan dan minuman
(F&B) yang berlokasi di Bandung, Indonesia, menghadapi tantangan finansial setelah pandemi
COVID-19. Tantangan tersebut muncul akibat peningkatan keuntungan yang belum stabil serta
meningkatnya biaya operasional yang tidak terkontrol, yang secara terus-menerus mengurangi
keuntungan perusahaan dan menyebabkan laba yang diperoleh menjadi sangat minim. Studi ini
bertujuan mengidentifikasi strategi untuk meningkatkan profitabilitas restoran LB melalui
pendekatan SWOT (Strengths, Weaknesses, Opportunities, Threats) dan TOWS Analysis
sebagai faktor internal dan eksternal restoran berdasarkan Common-size Analysis dan
Profitability Ratio Analysis, VRIO (Valuable, Rare, Inimitable, Organized) Framework, Value
Chain Analysis, dan Michael Porter’s Five Forces. Melalui SMART, lima alternatif strategi,
yaitu: diversifikasi pendapatan dan pengendalian biaya, memaksimalkan kemitraan, retensi
pelanggan yang ditingkatkan secara digital dan peningkatan penjualan yang didorong oleh
media sosial, penyangga keuangan dan pengamanan kontraktual, dan operasional yang efisien
pada jam sibuk, dianalisis dan diprioritaskan berdasarkan kriteria potensi keuntungan, potensi
biaya, potensi retensi pelanggan, dan tantangan implementasi terhadap alternatif strategi
tersebut.

Kata Kunci : Teknik Penilaian Multi-Atribut Sederhana; SMART; Industri Makanan dan
Minuman; Strategi Operasional Restoran; Pengambilan Keputusan Strategis
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INTRODUCTION

The fluctuations in restaurant numbers have significantly impacted profitability,

as many establishments struggled to adapt to the changing market conditions during and

after the pandemic (Nhamo et al., 2020).

LB, a restaurrant located in Bandung, which operates in the food and beverage

(F&B) sector, focusing on restaurants, cafes, and catering services for individual and

corporate needs, including factories.

Over the past year, LB has faced significant challenges in an uncertain business

environment.The business has experienced its share of ups and downs, particularly

when COVID-19 hit Indonesia in 2020. The LB restaurant had to close for three months

due to PPKM restrictions. Following that, it gradually reopened with limited capacity,

first 25%, then 50%, then 75%, until the end of 2022, when the government finally

lifted the PPKM rules.

Figure 1 illustrates that LB Restaurant’s actual Net Profit After Tax (NPAT) as a

percentage of revenue has improved from a significant loss in 2020 to a positive value

in 2024, yet it remains below the targeted profitability for each year. Despite this

progress, a gap persists between actual and targeted NPAT,

This challenges have created a cycle where financial inefficiencies and poor

decisions limit the company’s ability to stay competitive and reducing profitability

unless proactive measures are taken (Nagayoshi, 2014).

Based on this issue, muncul tiga research question untuk achieve the objective of

this research as follows:

1.What are the internal and external factors that influence LB in improving profitability?

2.What alternatives could enhance LB’s profitability within the next fiscal year?

3.What is the best strategy that can be implemented for enhancing profitability?

LITERATURE REVIEW

The author employs several theoretical foundations as the main references in this

research. In the literature review, these relevant theoretical foundations are discussed in

depth to support the explanation of the process used to address the formulated research

questions. The application and relevance of these theoretical foundations are described

in the following section:

Profitabily ratio
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Profitability ratios is important to examine a firm's ability to generate earnings

relative to sales, assets, or equity (Khaeruddin et al., 2023) . Profitability ratio consist

into five components:

- Gross Profit Margin. The Gross Profit Margin (GPM) is a financial measure that

compares a company's gross profit to its net sales over a specific time frame (Edwards,

2016). It highlights the efficiency with which the company manages production costs

and its ability to generate profit from sales which the formula of this calcutlation

shown in figure 2.

- Operating Profit Margin. The Operating Profit Margin evaluates a company's

efficiency in generating profit from its core business operations. It represents the

percentage of revenue that remains after covering operating expenses, excluding

interest and taxes. The formula of this calcutlation shown in figure 3.

- Net Profit Margin. The Net Profit Margin (NPM) is a financial ratio used to measure

how much profit a company makes from its total sales after deducting all expenses,

including operating costs, interest, and taxes (Zutter & Smart, 2019) . It shows how

effectively a company turns revenue into profit and helps assess its cost management

and overall profitability (Shubina et al., 2022). The formula of this calcutlation shown

in figure 4.

- Retrun on Assets. Return on Assets (ROA) is a financial metric that evaluates a

company's ability to generate profit relative to its asset base (Zutter & Smart, 2019) .

As the calculation formula shown in figure 5, higher ROA reflects greater efficiency

in utilizing assets to maximize returns, while a lower ROA may indicate inefficiencies

or reduced profitability (Singgih, 2022).

- Return on Equity. Return on Equity (ROE) is a financial ratio that evaluates a

company's profitability in relation to the equity invested by its shareholders as the

calculation formula shown in figure 6. ROE is also valuable indicator for evaluating

management effectiveness and comparing the profitability of companies within the

same industry context (Penman, 1991).

VRIO (Valuable, Rare, Inimitable, Organized) Framework

The VRIO framework is a tool designed to evaluate an organization's internal

environment by assessing its resources and capabilities. Introduced by Barney (1991),

the framework examines whether specific resources are Valuable, Rare, and Inimitable,
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and if the organization is appropriately structured to support them. These four criteria

are used to determine whether a resource can lead to sustained competitive advantage.

There are ten aspects to be considered in this analisys; 1) Physical location (Agus, 2018);

2) product quality (Triono et al., 2024) ; 3) human capital (Jogaratnam, 2018) ; 4)

supplier relationships (Shin & Cho, 2022); 5) service and hospitality (Kefalas, 2019); 6)

social media presence (Alnsour & Al Faour, 2022) ; 7) POS and CRM technology

(Morokhovych & Morokhovych, 2023) ; 8) sales promotion (Adelia & Aprianingsih,

2023); 9) strategic partnerships (Niu et al., 2021) ; and 10) product innovation (Gagic,

2016).

Value Chain Analysis

The value chain framework breaks down a firm into key activities to analyze

cost structures and uncover opportunities for differentiation. The value chain framework

is composed of two main categories: primary activities and support activities. Primary

activities include inbound logistics, operations, outbound logistics, marketing and sales,

and service, while support activities encompass procurement, technology development,

human resource management, and firm infrastructure (Porter, 1985).

Michael’s Porter Five Forces

The profitability of an industry depends on the collective strength of five

competitive forces (Porter, 1985). These five competitive forces include industry rivalry,

threat of substitution, bargaining power of suppliers, bargaining power of buyers, and

threat of new entrants. These factors determine the long-term return on invested capital

despite not all industries possess the same profit potential due to fundamental

differences in their competitive environments (Isabelle et al., 2020).

SWOT Analysis and TOWS matrix

The SWOT analysis is a strategic framework used to evaluate both internal and

external factors that influence an organization. Internal factors are categorized into

strengths, which are favorable elements that enhance the organization’s competitiveness,

and weaknesses, which are internal limitations that may hinder performance

(Taherdoost & Madanchian, 2021). Meanwhile, external factors consist of opportunities,

representing favorable trends or conditions in the environment, and threats, which are

external elements that could negatively impact the organization (Dimitrova, 2015) . By

systematically assessing these components, organizations can better formulate strategies
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to achieve their objectives (Seth, 2015) . The TOWS Matrix is employed to

systematically analyze and align an organization’s internal strengths and weaknesses

with external opportunities and threats. This alignment facilitates the development of

strategic options that leverage strengths to capitalize on opportunities, mitigate

weaknesses, and defend against threats (Weihrich, 1982).

Simple Multi-Attribute Rating Technique (SMART)

The Simple Multi-Attribute Rating Technique (SMART) is an established

decision-making framework which first introduced by Edwards in 1971 and designed to

evaluate alternatives based on multiple criteria. It provides a structured approach to

complex decision-making by assigning weights to criteria and scoring alternatives

relative to these weights. This method is particularly valued for its simplicity,

transparency, and ability to incorporate both qualitative and quantitative attributes into

the evaluation process (Alinezhad & Khalili, 2019).

Conceptual Framework

The conceptual framework presented in Figure 7 describes a systematic process

for addressing the research questions. To determine the appropriate strategy for

improving the profitability of LB Restaurant, which is the main objective of this study,

an in-depth analysis was conducted of the factors influencing profitability,

encompassing both internal and external factors. Internal factors were identified using

theoretical frameworks such as Common-size Analysis, Profitability Ratio Analysis, the

VRIO (Valuable, Rare, Inimitable, Organized) Framework, and Value Chain Analysis.

Meanwhile, external factors were analyzed using Michael Porter’s Five Forces approach.

The results of these analyses were then formulated into a SWOT (Strengths,

Weaknesses, Opportunities, Threats) analysis and subsequently compiled into a TOWS

matrix. The findings from the TOWS matrix were used to develop alternative strategies,

which were then evaluated using the SMART (Simple Multi-Attribute Rating

Technique) method by assessing each strategic alternative based on criteria derived

from the internal findings analysis. This process of evaluating strategic alternatives

serves as the main approach in answering the research questions formulated in this

study.
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RESEARCHMETHODOLOGY

Method is a method of work that can be used to obtain something. While the

research method can be interpreted as a work procedure in the research process, both in

searching for data or disclosing existing phenomena (Zulkarnaen, W., et al., 2020:229).

The main objective of this study is to answer the research question regarding the best

strategy that can be chosen from several alternatives to increase the profitability of LB

Restaurant. The determination of this strategy is based on the analysis of the existing

conditions of the restaurant through the identification of internal and external factors

that affect the company's performance.

Research Design

Berdasarkan figure 8 Terdapat delapan proses dalam research deisign; 1)

identifying business issue; 2) formulating research question and objective; 3)

conducting conceptual frameworks; 4) data collection; 5) data integration and analysis;

6) determining strategic alternatives and choosing the best strategy to deliver the

research question; 7); build implementation plan; and 8) conclusion and

recommendations.

Data Collection Method

The main objective of this study is to answer the research question regarding the

best strategy that can be chosen from several alternatives to increase the profitability of

LB Restaurant. The determination of this strategy is based on the analysis of the

existing conditions of the restaurant through the identification of internal and external

factors that affect the company's performance.

The author divides the data collection methods based on two main approaches;

internal environmental analysis and external environmental analysis. Internal

environmental analysis is conducted using Common-size analysis, Profitability Ratio

Analysis, VRIO Framework, and Value Chain Analysis. Meanwhile, external

environmental analysis is carried out through Michael Porter's Five Forces framework.

To obtain primary data, the author conducted interviews, while secondary data was

obtained from financial reports and various online sources.

1.Interview

Primary data was obtained using purposive sampling through semi-structured

interviews with internal stakeholders. This approach ensures the collection of both
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qualitative insights and quantitative metrics necessary for formulating strategies to

enhance LB Restaurant’s profitability in the post-COVID-19 period.

2.Financial Statement

Secondary data is taken from LB Restaurant's financial statements to be compared

with benchmark companies in the same industry. This method allows the author to

measure and compare financial performance indicators based on well documented

data sources.

3.Online Sources

Secondary data is taken from credible online sources; related journals, articles, and

financial publication data, to compare LB's financial performance with similar

companies.

Data Analysis Method

This study uses a mixed method; qualitative and quantitative analysis, to analyze

the data obtained. Qualitative analysis was conducted through interviews with internal

stakeholders, focusing on four main strategic frameworks: the VRIO framework, Value

Chain Analysis, and Porter's Five Forces. The results of the interviews were analyzed

using a thematic approach to identify patterns and themes that explain LB Restaurant's

internal capabilities. Meanwhile, quantitative analysis was conducted by utilizing

secondary data, especially LB Restaurant's financial reports and internal reports on

customer satisfaction.

RESULT AND DISCUSSION

Internal Environmental Analysis

1.Common-size Analysis and Profitability Ratio

Based figure 9, the common-size analysis focuses on seven key aspects in past

years (2020-2024): Total Revenue, Cost of Goods Sold, Gross Profit, Selling Expenses,

General and Administrative Expenses, Operating Profit (EBITDA), and Net Profit After

Tax. As illustrate in Table 1, LB Restaurant has shown significant financial recovery

after the pandemic, as seen from revenue growth, improved cost management, and

return to profitability. However, rising raw material costs, fluctuations in operating

expenses, and increased administrative costs in 2024 remain challenges. To achieve and

maintain higher profit margins, LB Restaurant needs to continue to focus on cost control,

pricing strategies, and efficient resource utilization.
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According to profitability ratio as shown in Table 2 , In 2024, PT XYZ through

LB’s profitability has improved from 7.01% to 5.33%, operational efficiency and also

exceeding the benchmark.

2.VRIO (Valuable, Rare, Inimitable, Organized) Framework

The VRIO analysis results as shown in Table 3 indicates that LB's core strengths;

1) Physical Location; 2) Product Quality; 3) Human resources; 4) Service and

Hospitality, and 5) Product Innovation, provide sustainable competitive advantages.

Meanwhile, the other aspects; 6) Supplier relationships; 7) POS and CRM Technology;

and 8) Sales promotions only provide a level of competitive parity. The other aspects; 9)

Social media presence; and 10) strategic partnerships only provide temporary

competitive advantages.

3.Value Chain Analysis

In general, according to Table 4, the results of the value chain analysis indicate

that LB Restaurant's main advantages lie in efficiency in the procurement process,

implementation of good quality control, integrated use of technology, and responsive

customer service. However, there are still challenges related to operational management

during peak hours and the use of customer feedback in marketing strategies.

External Environmental Analysis

1.Michael Porter’s Five Forces

Based on analysis, it can be concluded as follows:

1. Threat of New Entrants: Very high 4. Bargaining Power of Suppliers: Low

2. Bargaining Power of Buyers: Moderate to High5. Industry Rivalry: Very High

3. Threat of Substitutes: High

Michael Porter’s Five Forces analysis for LB Restaurant shows that the industry

is highly competitive with significant barriers to entry for new entrants and a wide range

of substitute products. Meanwhile, the bargaining power of suppliers is low due to

flexible raw material sources and stable prices. In contrast, the bargaining power of

buyers is moderate to high, given the many alternative choices and the influence of

digital platforms.

Analysis of SWOT

SWOT in this study was processed by the author through identification of

internal and external analysis results which were then formulated into categories of
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strengths, weaknesses, opportunities, and threats as formulated in the Table 5, Table 6,

Table 7, Table 8. Furthermore, the results of the SWOT analysis will be further

formulated into the TOWS matrix, which is used as a basis for developing alternative

strategies through the Simple Multi-Attribute Rating Technique (SMART) method.

Analysis of TOWS, Determining Criteria and Strategic Alternatives

Based on the results of the SWOT analysis and TOWS matrix (see Table 9),

several alternative strategies were obtained that can be considered shown in Table 10.

To assess and rank these alternatives, a number of criteria were used that came from the

findings of the internal analysis and interview results, as shown in Table 11. The four

main criteria identified were: 1) Profit Potential, 2) Cost Potential, 3) Customer

Retention Potential, and 4) Implementation Challenges. Furthermore, all alternative

strategies will be evaluated using the SMART method.

Simple Multi-Attribute Rating Technique (SMART) Calculation

1.Assigning and normalizing importance weights for each evaluation criterion.

The importance weight of each criterion is determined through interviews and

surveys of decision makers; CEOs, CFOs, and COOs, with the aim of providing an

objective assessment of the significance of each criterion in strategic decision making.

The weighting was calculated by quantifying the data results using the Likert method

through the range of scores (0-100); Not Important (0-19), Less Importnant (20-39),

Moderate (40-59), Important (60-79), and Very Important (80-100). . According to the

results, the order of criteria importance is as follows: (1) Profit Potential > (2) Costs

Potential > (3) Implementation Challenges > (4) Customer Retention Potential. Based

on this ranking, the normalized importance weights for each criterion are presented in

Table 12.

2.Evaluating each alternative and calculating its weighted average.

After the results of the assessment and weighting of the criteria have been found,

the next step is to assess the alternatives with the criteria that have been set through the

assessment of decision makers through a survey with a Likert scale quantification; Very

Low (0), Low (25), Medium (50), High (75), and Very High (100), and the results are

shown in Table 13. Based on the result, the weighted average of each criterion is

multiplied by the score of each available alternative (W x S), resulting in an aggregate

score for each alternative. This aggregate score then serves as the basis for selecting the
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best alternative, with the highest score indicating the most optimal choice as shown in

Table 14.

3.Provisional decision plot

Based on Table 14, Revenue Diversification & Cost Control, with the highest

aggregate score of 63.3975, is selected as the primary solution.

4.Perform sensitivity analysis for each alternative

Sensitivity analysis is performed by setting the weight of each criterion to zero

in turn on four scenario to observe how changes affect comparison alternatives and

assess the stability of decision outcomes. The result, as shown in Table 15 indicate

when the weight for profit potential is eliminated, the Streamlined Peak-hour Operations

alternative achieves the highest aggregate score of 64.8305. However, in scenarios

where the weights for cost potential, customer retention potential, or implementation

challenges are set to zero, the Revenue Diversification & Cost Control alternative

consistently obtains the highest score (77.7202, 61.4537, and 67.9293, respectively).

The findings from this sensitivity analysis indicate that the assessment and selection of

alternative 1, Revenue Diversification & Cost Control, remain consistent across three

out of the four criteria previously identified. This shows that the alternative is the most

acceptable and stable choice in most sensitivity scenarios.

SMART Analysis Conclusion

In this study, the criteria were developed based on findings from the restaurant’s

internal analysis, which were obtained through interview data. These criteria were then

weighted using a Likert scale ranging from 0 to 100, with questionnaires distributed to

decision makers: the CEO, COO, and CFO.

The process resulted in a total score of 265, with the following breakdown:

Profit Potential received a score of 88 and a weight of 33%, Cost Potential scored 72

with a 27% weight, Customer Retention Potential scored 38 with a 15% weight, and

Implementation Challenges scored 67 with a 25% weight. These results indicate that

profit potential is the most important criterion in the selection process, followed by cost

potential, implementation challenges, and customer retention potential as a supporting

factor for revenue growth.

Based on these weights, each strategic alternative was assessed, producing a

total aggregate score of 289.4350. The ranking of alternatives is as follows: Revenue
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Diversification & Cost Control (63.3975), Streamlined Peak-hour Operations (59.9050),

Financial Buffer and Contractual Safeguard (58.3025), Maximizing Partnership

(54.2450), and Digitally Enhanced Customer Retention & Social Media-Driven Upsell

(53.5850). Accordingly, Revenue Diversification & Cost Control, which achieved the

highest aggregate score, was selected as the primary solution in this research.

Implementation Plan

Berdasarkan hasil analisis SMART dan penjelasan sebelumnya, Revenue

Diversification & Cost Control dipilih sebagai strategic alternative untuk meningkatkan

profitabilitas LB. Berdasarkan hasil wawancara, Untuk revenue diversification adalah

membuka bisnis photobooth didalam restoran sebagai penarik pengunjung baru ddan

cost control pada operasional restoran. Implementation plan untuk revenue

diversification dapat dilihat pada figure

CONCLUSION

The conclusions of this study were drawn from a comprehensive, systematic

analysis aimed at identifying the most effective strategies to improve LB Restaurant’s

profitability. These findings directly address the research questions formulated in this

study.

RQ 1 : What are the internal and external factors that influence LB in improving

profitability?

Internal and external factors that influence LB in increasing profitability are

obtained through the results of the SWOT analysis that has been developed. According

to SWOT analysis which is used in this research, the internal factors divided into

strengths, weaknesses, while external factros divided into opportunities, and threats for

each as follows:

- Strenghts: 1) Significant revenue rebound post-pandemic; 2) strategic location; 3)

high product quality and customer satisfaction; 4) advanced technology integration

(POS); and 5) strong partnerships and supplier management.

- Weaknesses: 1) Fluctuating expense control; 2) high overhead sensitivity; 3)

operational bottlenecks during peak hours; 4) lack of a signature dish; and 5) limited

integration of customer feedback into direct marketing strategy.

- Opportunities: 1) Continued revenue expansion and revenue stream; 2) rising tourist

traffic and government support; 3) further innovation in menu, service, and
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technology; 4) social media and influencer leverage; and 5) flexible sourcing in

procurement.

- Threats: 1) High competition (industry rivalry); 2) substitute options (many

alternatives); 3) volatile entry barriers (government policy, rental costs); 4) supplier

reliability and volatility in the prices of key raw materials driven by the domestic

market; and 5) easily replicated offerings.

RQ 2 : What alternatives could enhance LB’s profitability within the next fiscal

year?

Based on the combination of LB Restaurant’s internal and external factors and

further TOWS analysis, five alternative strategies to enhance profitability have been

identified: 1) Revenue diversification and cost control; 2) maximizing partnership; 3)

digitally enhanced customer retention and social media-driven upsell; 4) financial buffer

and contractual safeguard; and 5) streamlined peak-hour operations.

RQ 3 : What is the best strategy that can be implemented for enhancing profitability?

Based on the decision-making process conducted by the CEO, CFO, and COO, and

using the SMART (Simple Multi-Attribute Rating Technique) method to evaluate the

available alternatives, a conclusion was reached regarding the best strategy for LB

Restaurant. According to the five strategic alternatives outlined in the second research

question, the analysis indicates that revenue diversification and cost control is the most

effective strategy to be implemented for enhance LB’s profitability.
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FIGURE AND TABLE

Figure 1. LB’s Gap Net Profit After Tax
(Source : Internal Data)

Figure 2. Gross Profit Margin Formula

Figure 3. Operating Profit Margin Formula

Figure 4. Net Profit Formula

Figure 5. ROA formula

Figure 6. ROE Formula

Figure 7. Conceptual Framework
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Figure 8. Research Design

Figure 9. Common-size Income Statement in
Summary (2020-2024)

Figure 10. Implementation Plan Timeline for Revenue Diversification and Costs Control

Table 1. Financial Performance Trends and Interpretations for LB (2020-2024)
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Table 2. Profitability Ratio Analysis and Interpretations for LB (2020-2024)

Table 3. VRIO Framework Result

Table 4. Value Chain Analysis Result

Table 5. Strength Elements in Conclusion

Table 6. Weakness Elements in Conclusion
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Table 7. Opportunity Elements in Conclusion
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Table 11. List of Criteria

Table 12. Value and Average Weight of Criteria

Table 13. Result of Alternatives Assessment
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