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Abstract

Purchasing strategy plays more and more important role in current business
environment.  Appropriate pwchasing strategy directly influences purchasing
organization’s product quality and total costs, improves and establishes competitive
advanfage. A critical qﬁestion is what kind of purchasing strategies are right to
purchasing organizations and how the purchasing strategy impacts the purchasing
performance and buyer/supplier relationship for the purchasing organizations.

The purpose of the study is to compate the impacts of two purchasing
strategies: single sourcing and sole sourcing, on purchasing performance and
buyer/supplier relationship. The purchasing performance is measured by product
quality and total costs. Buyer/supplier cooperation and buyer dependence on the
supplier are used {o measure the buyer/supplier relationship. The study focuses on
China’s textile industry and only fabric manufacturers are investigated. The
investigated region is limited to Ningbo area, which is one of major and advanced
textile manufacturing region in China.

The primary data is collected through distributing the questionnaire to
respondents by fax machines, or personal interview. The independent sample t-test is
used to test hypotheses.

The resulis of hypotheses test show that there are significant different impacts

of single sourcing and sole sourcing on product quality, buyer/supplier cooperation,

and buyer dependence on the supplier. However, there is no significant different
impact of single sourcing and sole sourcing on total costs.
" Therefore, if there is only one available supplier for one specific part, the

buyer has to employ sole sourcing. If the buyer wanis to improve purchasing



performance and buyer/supplier relationship, the researcher suggests that the buyer
seeks other potential suppliers who have potential abilities to produce that specific
part. Thus, there is more than one supplier for that specific part, and the buyer can
employ single souwrcing to replace sole sourcing. Based on the outcomes of
hypotheses test, single sourcing leads the buyer to receive higher product quality,
strength buyer/supplier cooperation, and maintain tower level of buyer dependence on

the supplier compared to sole sourcing.
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Chapter 1 Introduction

1.1 Background of the Study

1.1.1 Background of the Study

Purchasing sirategy plays more and more important role in current business
environment. For example, Semesei Corporation changed its purchasing strategy
resulting total purchasing costs reducing twenty-five percent (Jim, 2001). York
International Corporation saved more than § 90 million during 1999 through cooperation
with its suppliers (Purchasing, 1999).

The traditional purchasing approach utilized a number of suppliers for the same
commodity. The trend of purchasing approach has been transferring toward the use of
single source (Gregory et al., 2000). Reducing the supply base by concentrating on
purchasing volumes can reduce the size of purchasing operation and increase the
bargaining power of buyer. Along with reducing purchasing price, indirect cost, such as
inspection costs, transportation cost and so on, can be reduced as well. Companies
develop long-term contracts with few suppliers that offer them to cooperate with their
suppliers, who are available to involve in product development, design, innovation, and
so on with their customers, and make the suppliers’ products much more closely meet
their requirements. The single sourcing, which multiple suppliers are available for one
product or service and the buyer selects and is using only one supplier, leads to lower
cost, better quality, and more buyer/supplier cooperation (Newman, 1989). Sole sourcing

1s also adopted by the purchasing organizations in practice. It is a similar purchasing



strategy to single sourcing, which only one supplier is available for one product or service
and the buyer is using the supplier.

There are similar views to Newman (1989)’s opinion about the impact of single
sourcing. Deming (1986) suggested that single sourcing resulted in high product quality
at lower total costs and high level of buyer/supplier relationship. However, Porter (1980)
indicated that single sourcing and sole sourcing leaded to high total costs and high level
of buyer dependence on the supplier. Many management and scholars are uncertain about
the impacts of the two purchasing strategies.

Sole sourcing also plays an important role in practice. The buyer strategically
cooperates with the sole supplier and develops long-term relationship with the supplier.
The supplier devotes significant resonrces toward helping the buyer achieve cost saving
and productivity objectives (Purchasing, 1999). Evidence indicates that Japanese auto
manufacturers have had much better relationships with sole suppliers that result in lower
costs, higher quality, and greater innovativeness (Womack et al., 1990). Japanese auto
manufacturers, such as Toyota and Nissan, entered into U.S auto market with high quality
and competitive price which obtained through developing long-term and integrated
relationships with fewer suppliers, especially with a sole source. U.S auto companies,
even companies in other industries and other countries, have imitated the Japanese auto
manufacturers’ purchasing strategy (Richarson 1993).

However, single sourcing and sole sourcing also have some disadvantages. When
the buyers directly work together with their suppliers and invite suppliers to involve in the
process of product innovation and design, Newman (1989) suggested that single sourcing
and sole sourcing might yield buyer dependent on the supplier. But some people disagree

with the risk from single sourcing. They argue that the risk can be eliminated through



supplier certification program. The purchasing companies evaluate all aspects of the
supplier performance. If the certification program is implemented perfectly, once the
supplier can’t meet the buyer specification, the purchasing companies can seek new
appropriate supplier in advance before the previous supplier is replaced. Therefore, the
risk can be avoided.

Some people argued that single sourcing or sole sourcing was not always the
appropriate purchasing strategy (Leavy, 1994). Multiple sourcing, which more than one
supplier are available and the buyer purchases the same product or service from more
than one supplier, plays an important role in practice as well, It also results in high
product quality, lower total costs, and greater buyer/supplier relationship, especially in
short-time contract. When the suppliers’ performances are similar and their products are
satisfied to the buyer’s requirement, purchasing price can be reduced during the suppliers
competing tc the orders. Meanwhile, the companies can require the suppliers to improve
product quality and meet the buyer’s specification. There is not or less switching cost
occutred compared to single sourcing. Therefore, multiple sourcing also leads to improve

purchasing performance for the buyers.

1.1.2  China’s Fextile Industry

Textile industry is a traditional pillar industry in China. Following the
development of international trade, textile plays more and more important role in china's
economy, as well as in the world textile trade. It has gamed 15 percent share of total
world textile exports and 20 percent share of total Chinese exports (China Quarterly

Forecast Report, 2002).



However, the impact of economic globalization and trade liberalization, economic
recession, and its own inefficient management made the Chinese textile industry suffer
considerably. Losses were $1.0036 billion in 1996, $540 million in 1997, and § 227
million in 1998. That caused a lot of textile enterprises closed and lots of workers lost
their jobs. Since the beginning of 1990s, China started to restructure the industry,
replaced outdated machines, upgraded the technology, closed some enterprises that didn’t
have capability to gain profit, especially some state-owned enterprises, and took other
reforms. The government encouraged the private textile enterprises to expand and
improve. The private enterprises brought additional capital and competitions. The textile
market is not longer dominated by statc-owned enterprises. The textile industry is
changed to a capital-intensive and profitable base. In 1999, the textile industry returned
to profit, $97 million (East Asian Executives Report, 1999).

Although Chinese textile industry made progress, many problems remain not to be
solved, such as: upgrade technology, improve management, simplify its trading system,
modify its fashions, and exploit resources efficiently. The textile products only focus on
low- and medivm- quality. Furopean, U.S, and Japanese enterprises dominate the
domestic market of textile products with high quality, as well as international market.
The textile marketing of high quality resulting in higher profitability has already been
attractive many domestic enterprises to compete in this market. They continuously
improve management, upgrade technology, and utilize resources efficiently. Along with
WTO entry, China textile industry is marching toward a brand new development way
(East Asian Executives Report, 1999),

Fabric manufacturer is one kind of business organizations that transform yarn into

fabric. It plays an important role in textile industry. High quality fabric and updated



design are the key successful factors to survive in this field. The yarn is used to
manufacture fabric, and its quality essentially determines the quality of fabric. Therefore,
adequate purchasing strategy of fabric manufacturers not only improves product quality,
but also reduces total costs. But there are many existing theories, which present different
views for the impact of different purchasing strategies. There are also many arguments
about the impacts of single sourcing and sole sourcing. Many experts and scholars
support single sourcing and sole sourcing; especially Just-In-Time philosophy is
popularly used by the business organizations. Of course, many people disagree with
them. Therefore, this study will focus on the purchasing sirategy of fabric manufacturers
to compare the impacts of single sourcing and sole sourcing on product quality, total
costs, buyer/supplier cooperation, and buyer dependence on the supplier in China’s textile

industry.

1.2 Statement of the Problems

As mentioned previously, purchasing sirategy plays an important role in a firm’s
performance. There are many purchasing strategies available to purchasing organizations
and many arguments and issues about these strategies. Along with popularity of Japanese
Just-In-Time philosophy in business organizations, single sourcing and sole sourcing are
popularly concerned by industry manofacturers. But the problems are that the
manufacturers do not clearly understand the two purchasing strategies, how the two
purchasing strategies influence to their performances, what’s the different impacts of the

two strategies, and so on. Therefore, the research questions are as follows:



1.2.1 Whether or not there is a different impact of single sourcing and sole sourcing
on product quality.

1.2.2  Whether or not there is a different impact of single sourcing and sole sourcing
on total costs.

1.2.3  Whether or not there is a different impact of single sourcing and sole sourcing
on buyer/supplier cooperation.

1.2.4  Whether or not there is a different impact of single sourcing and sole sourcing

on buyer dependence on the supplier.

1.3 Objectives of the Study

The purpose of the study is to investigate and compare the impacts of single
sourcing and sole sourcing on purchasing performance and buyer/supplier relationship.
The purchasing performance here includes product quality and total costs according to
Carter and Narasimhan (1996), and buyer/supplier relationship includes buyer/supplier
cooperation and buyer depeﬁdence on the supplier based on the study of Larson and
Kulchitsky (1998). Therefore, the objectives of the study are as follows:

1.3.1 to identify whether single sourcing and sole sourcing have a different impact
on purchasing performance, which includes product quality and total costs,

1.3.2  to identify whether single sourcing and sole sourcing have a different impact
on buyei/supplier relationship, which includes buyer/supplier cooperation and

buyer dependence on the supplier.



1.4 The Scope of the Research

The study on the two purchasing strategies and their impacts on China
manufacturing industry are limited only to one industry. To investigate the impacts of the
two purchasing strategies, China textile industry is selected because the industry is taking
toward a brand new development way. How to enter and share the top quality textile
market, improve its product quality, improve purchasing performance, and finally
improve their profitability are major problems of China’s domestic textile enterprises.
The investigated target of the study is the fabric manufacturer, who transfers yarn into
fabric, and the investigation is taken in Ningbo area, The reason to select Ningbo area is
because it is one of the four major and advanced texiile manufacture areas in China.
Thus, the purchasing strategies adopied by fabric manufacturers in the region partly stand

for Chinese textile enterprises’ opinions.

1.5 Limitations of the Study

The study on the impacts of purchasing strategy only focuses on single sourcing
and sole sourcing. Other purchasing strategies are not included in this research. The
study emphasizes on textile industry. Other industries are excluded. The textile industry
consists of many kinds of textile enterprises. Only fabric manufacturer is selected.
Therefore, the study can’t explain the impacts of the two strategies on other industries and
even other types of textile enterprises. The survey region is limited to Ningbo area; hence

the finding might not be generated to textile enterprises in other areas in China.



1.6 Significance of the Study

The results of the study will be beneficial for the fabric manufacturers. They will
understand the impacts of single sourcing and sole sourcing on the purchasing
performance and buyer/supplier relationship in their field. The stady will compare the
different impacts of the two strategies on the product quality, total costs, buyer/supplier
cooperation, and buyer dependence on its supplier., The research can also be beneficial
for other purchasing organizations in other industries. They can compare their current
purchasing strategies to the two strategies, analyze the different impacts of these
strategics, improve their purchasing strategies, and further improve their purchasing

performance and the relationship with suppliers.

1.7 The Definition of Terms

Fax survey is a survey that uses questionnaire distributed and /or returned via fax
machines (Zikmund, 2003).

Maultiple sourcing means that more than one supplier is available and the buyer
purchases the same product or service from more than one supplier (Tullous and Utrecht,
1992).

Performance refers to a product’s primary operating characteristics (Garvin,
1987).

Personal interview is a form of direct communication in which an interviewer

asks respondents questions in a face-to-face situation (Zikmund, 2003).



Population is the aggregate of all the elements that share some common set of
characteristics, comprising the universe for the purpose of the marketing research
problem (Naresh, 1999).

Pretest is a trial run with a group of respondents used to screen out problem in the
design of the questionnaire (Zikmund, 2003).

Primary data is collected or produced by the rescarcher specifically to address
the research problem (Naresh, 1999).

Purchasing is the acquisition of goods and service (Jay, 2001).

Secondary data is the information that has already collected for some purpose
rather than the problems at hand (Naresh, 1999).

Single sowrcing implies that multiple suppliers are variable for one product or
service, the buyer selects and is using only one supplier (Newman, 1989).

Sole sourcing means that only one supplier is available for one product or service
and the buyer is using the supplier (Newman, 1989).

Survey is a research technique m which information is gathered from a sample of
people by use of a questionnaire or interview. It’s a method of data collection based on
communication with a representative sample of individuals (Zikmund, 2003).

Total costs are defined the purchasing price plus all the quality and logistics costs

incurred in procurement of an item (Kenderdine and Larson, 1988).



Chapter 2 Literature Review

This chapter presents a review of literature and research related to the study.
The review is used to support the theoretical framework, which will be discussed in
chapter 3. The literature review includes purchasing strategy, purchasing
performance, and buyer/supplier relationship. The second section will discuss about

previous study, and final section is the summary of literature review.

2.1 Literature to Support Framework

The section introduces the concepts of purchasing strategy, purchasing
performance, and buyer/supplier relationship. There are two purchasing sirategies
involved in the study: single sourcing and sole sourcing. Purchasing performance
includes product quality, and buyer/supplier relationship involves buyer/supplier
cooperation and buyer dependence on the supplier. Meanwhile, this section also
discusses the relationship between the two purchasing strategies and purchasing
performance, and the relationship between two purchasing strategies and
buyer/supplier relationship. The above two relationships will be helpful in developing
the framework of the study.

2.1.1 Purchasing Strategy

Purchasing is the acquisition of goods and service (Jay and Barry, 2001).
Purchasing activity is to help the purchasing organization to identify the products and
services that can be obtained externally to develop, evaluate, and to determinate the
best supplier, price, and the delivery of the products and services. The product quality
and cost of the purchasing company are directly related to the cost and quality of

goods and services purchased. Organizations must examine a number of strategies for
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effective purchase 1o develop their own strategies based on the condifions. Adequate
purchasing strategy directly impacts on the firm’s performance. Based on a survey,
Carter and Narasimhan (1996) found that single sourcing was the key variables in
purchasing strategy. And sole sourcing is popularly employed by Japanese Auto
manufacturers (Richarson 1993), Other studies also explored the two variables’
importance. The study conducted by Dumond and Ellen (1990) explored that single
source was one popular approach for cooperative buyer/supplier relationship,
reducing total costs, and increasing supply assurance.

Therefore, this study focuses on the single sourcing and sole sourcing as two
major variables of purchasing strategy and compares their impacts on the purchasing

performance and buyer/supplier relationship.

2.1.1.1 Literature about Single Sourcing
1) There are three popular purchasing strategies in practice based on the number
of available suppliers and the number of suppliers selected by the buyer to offer the
product: single sourcing, sole sourcing, and mulliple sourcing (Newman, 1989).
Single sourcing implies that multiple suppliers are available, but the buyer selects
only one supplier. The close strategy is sole sourcing, which means that only one
supplier is available and the buyer purchases the product or services from the supplier.
Multiple sourcing is that multiple suppliers are available, and the buyer purchases the
same product or service from more than one supplier (Newman, 1998).

Single sourcing is one popular purchasing decision in practice. The decision
to use single source is not a simple purchasing process. The buyers must carefully
analyze potential suppliers and their capabilities to produce the products, not only to

focus on current supplier. The decision involves an assessment of the risk of single
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source not only by the buyer, but also by a team of supplier qualifiers who evaluate
the potential suppliers (Newman, 1988). Therefore, buyers need to have clear
recognition of importance, risk, and consequence of single sourcing strategy since
single sourcing has become one key variable in purchasing strategy. There are many
theories and views about the impacts of single sourcing,
2) Deming (1986) studied the single sourcing and its impacts. He suggested that
“End the practice of awarding business on the basis of price tag, instead minimize
total cost. Move toward a single supplier for any one item, on a long-term
relationship of loyalty and trust”. Deming (1986) viewed cost as total costs, which
include purchasing price as well as the cost to control quality and the cost of poor
quality resulting from inadequate quality control. To adequately conirol the quality of
critical inputs, buyers must invest considerable resources into the supplier
relationship. Searching and selecting suppliers, providing fraining and transferring
technology, educating suppliers on the buyer’s processes and requirements, learning
about the supplier’s processes and requirements, monitoring supplier’s performance
and assisting supplier on process control are all necessary to reduce the variability in
the supplier’s product and ensure the quality. Under multiple sourcing strategy, the
cost to control quality will be much more expensive than single sourcing. Even if
each one is producing high quality, differences between supplier’s products make
quality control even more difficult and costly. In other words, the cost of setting up
and coordinating with suppliers to ensure quality is lower under single sourcing than
multiple sourcing.

Therefore, Deming (1986)'s opinion was that single sourcing leads to high
product quality at lower total costs, greater cooperation between buyer and supplier,

and non-dependence on the supplier for the buyer.
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Richardson (1993) also studied the single sourcing and its impacts. Based on
his study, when a buyer selects one supplier to provide one specific product, once the
buyer invests considerable sources info improving the supplier’s capabilities. The
prospect of losing that investment will make the buyer hesitate to end the business
with the single supplier. That makes the buyer depend on the supplier because of the
considerable investment, If the buyer replaces the current supplier, the switching cost
is considerable high. Meanwhile, doing business with a single supplier may give the
supplier an opportunity to shrink or hold up the buyer with higher prices and/ or lower
quality. Thus, the buyer needs to give some motivation to encourage the supplier 1o
improve product quality, reduce total costs, and so on, or some form of governance
structure in place to ensure supplier’s performance.

Therefore, Richardson (1993)’s opinion was that single sourcing leads to
higher costs, lower quality, and the buyer dependent on the supplier.

Richardson (1991) suggested that single sourcing leads to high supplier’s
product quality, and other performance, The buyer selects single source for a specific
part, but there are other suppliers who also have capabilities to produce the specific
part. The buyer evaluates the suppliers® product quality and other performances. The
evaluation program not only limit to current single supplier. Other suppliers’ product
quality and other performance are also estimated by the buyer. At the end of the
contract period, suppliers are compared for their product quality and new contract is
awarded to top performance. Current single supplier has to improve its product
quality and other performance in order to meet the buyer’s requirement and get a new
contract next period. Thus, single sourcing leads to high product quality.

Willis (1992) suggested that single sourcing would not lead the buyer

dependent on the supplier if current and potential suppliers’ performance is evaluated

13



by the buyer. The program is a betier way to avoid the inherent risk of single source.
The certification process identifies potential suppliers who are capable to meet the
buyer’s requirement. Once the single supplier can’t meet the buyer’s specification,
the buyer can pick up a new supplier from other potential suppliers to provide the
product.

2.1.1.2 Literature about Sole Sourcing

Sole sourcing is similar strategy to single sourcing. It occurs when only one
supplier can be available, rather than single source (more than one available supplier),
the buyer purchases the product or service from the supplier.

Richardson and Roumasset (1995) thought that sole sourcing might lead the
sole supplier to provide high product quality and low costs. They suggested that the
supplier considers the reputation of its product and provides a good performance in
order to increase the business with the buyer or other potential buyers. If there is a
lack of alternative buyers, the supplier is considered to depend on the buyer. When
the supplier’s fortune is strongly tied to the buyer’s, the supplier has incentive to
improve the product quality, reduce costs, and so on, and fo meet the buyer’s
requirement.

Therefore, based on the views of Richardson and Roumasset (1995), sole

sourcing also makes the supplier improve product quality, reduce costs, and so on.

2.1.1.3 Literature about Sole Sourcing and Single Sourcing

Porter (1980) in his “competitive strategy” warned that “suppliers can exert
bargaining power over participants in an industry by threaten fo raise price or reduce
the quality of purchased goods and services. Some powerful suppliers even squeeze

profitability out of an industry unable to recover cost increases in its own prices.” If
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purchasing company selects only one company as its supplier, the supplier would
have too many choices to exercise its power. If the buyer relies on the supplier totally,
then the supplier does not worry about the threat from the other suppliers’ eniry.
Therefore, they won’t be motivated to improve product quality, or to reduce costs. If
the buyer doesn’t represent a significant fraction of the sale, the supplier is much
more prone to exert its power: raise price or reduce quality. Therefore, Porter tended
to adopt multiple sources rather than one source. He suggested, “Purchase of an item
can be spread among alternate supplier in such way as to improve the firm’s
bargaining power”.

If the buyer gives to each individual a farge enough volume, the suppliers must
concern a risk of losing it. The supplier has to improve quality or reduce the price to
meet the buyer’s requirement in order to compete against other competitors. In such a
way, the buyer increases the bargaining power. If the buyer relies on one supplier,
when the supplier can’t meet the purchasing specification, the process of replacing
current supplier leads to additional switching cost. Meanwhile, the process also
increases the buyer’s cost. Thus, the multiple sourcing can help the buyer to avoid
switching cost and to reduce the costs.

Therefore, Porter (1980)’s opinion was that single sourcing and sole sourcing
leads to low quality, high cost, low cooperation, and high leve] of buyer dependence.
This is due to the lack of competition among suppliers.

Newman (1989) suggested that there is only one supplier to provide the source
under the two purchasing strategies: single sourcing or sole sourcing. Such condition
might yield the buyer dependent on the supplier. If too much dependence occurs,
once the supplier cannof satisfy the buyer’s requirement and there is no appropriate

supplier available at that time, the buyer will suffer a lot. The buyer has to spend long
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time and efforts to re-seek new suppliers. This is one of risks for single sourcing or

sole sourcing.

The following table summarizes the above theories of single sourcing and

supplier certification.

Table 2.1: Summary of Singie Sourcing and Sole Sourcing Theories

Major opinions

Purchasing
~ Authors strategy Product | Total | Buyer/supplier Bayer
quality costs cooperation | dependence

Deming Single

(1986) sourcing Increase | Decrease Increase No
Richardson Single

(1993) sourcing Decrease | Increase — Yes
Richardson Single

(1991) sourcing Increase — - —
Willis Single

(1992) sourcing — = — No
Richardson

and Sole sourcing | Increase | Decrease = —
Roumasset

(1995)

Single

Newman sourcing and - = — Yes
(1989) sole sourcing

Porter Single

(1980} sourcing and | Decrease | Increase Decrease Yes

sole sourcing

2.1.2 Purchasing Performance

This section introduces the purchasing performance,

The study focuses

purchasing performance on product quality and total costs based on Carter and
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Narasimhan (1996). The detail about product quality and total costs is stated in the
section respectively.
2.1.2.1 Product Quality

Quality is the totality of features and characteristics of a product or service
that bears on its ability to satisfy stated or implied needs. Product quality represents
the ability of a product to meet the customer needs (Jay and Barry, 2001). There are
some atfributes including in product quality. Managers need to develop a clear
vocabulary with which to discuss quality as strategy, so quality should be broken
down into managerial parts. Larson (1994) proposed to measure quality on eight
critical dimensions or categories of quality that could serve as a framework for
strategic analysis according to Garvin (1987)’s eight dimensions of quality theory.
The eight dimensions are performance, features, reliability, conformance, durability,
serviceability, aesthetics, and perceived quality.

Conformance

A related dimension of quality is conformance, or the degree to which a
product’s design and operating characteristics meet established standards.

Performance

Performance refers to a product’s primary operating characteristics. For an
automobile, performance would include traits like acceleration, handling, cruising
speed, and comfort, for a television set, performance means sound and picture clarity,
color, and the ability to receive distant stations.

Reliability

This dimension reflects the probability of a product malfunctioning or failing

within a specified time period. Among the most common measures of reliability are
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the mean time to first failure, the mean time between failures, and the failure rate per
unit time,

Durability

A measure of product life, durability has both economic and technical
dimensions. Technically, durability can be defined as the amount of use one gests
from a product before it deteriorates.

Serviceability

A sixth dimension of quality is serviceability, or the speed, courtesy,
competence, and ease of repair. Consumers are concerned not only about a product
breaking down but also about the time before service is restored, the timeliness with
which service appointments are kept, the nature of dealings with service personnel,
and the frequency with which service calls or repairs fail to correct outstanding
problems.

Aesthetics

Aesthetics-how a product looks, feels, sounds, tastes, or smells-is clearly a
matter of personal judgment and a reflection of individual preference. Nevertheless,
there appear to be some patterns in consumers’ ranking of products on the basis of
taste.

Delivery

Delivery is the act of delivering or distributing something Delivery about
quality refers to product or materials arrive as schedule.

Packaging

Packaging is the activities of designing and producing the container or
wrapper for a product. Packaging about quality is used to protect the product or

materials.
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2.1.2.2 Total Costs

Total costs are defined as the purchasing price plus all the quality and logistics
costs incurred in procurement of an item according to the study of Kenderdine and
Larson (1988). Traditional total cost ignores the quality costs. The quality costs
include internal failure, external failure, appraisal, and prevention (quality
mmprovement) costs. Therefore, Kenderdine and Larson divided total costs into seven
cost categories: customer service cost which comes from backorder and lost sales,
exchange cost which results from order processing, buying and selling costs,
transportation which is the cost of moving materials, warehousing cost which dues to
number of stocking locations, lot quantity cost which is from production setup and
vehicle loading, inventory carrying cost which includes capital, storage space, and
risk, and quality cost which comes from failure, appraisal, and prevention.

Larson (1994) further studied the total costs and developed a new concept for
the total costs in procurement process, He suggested that lost sales should be
excluded because buyers considered the receiving end of the exchange. Lot quantity
costs are emerged with order processing. Also, warehousing costs are emerged with
inventory carrying cost. Therefore, Larson suggested the following eight total costs
category empirical measures: inventoly carrying, transportation, order process,
backorder, inspection, rework, scrap, and purchasing price.

Inventory carrying

Inventory carrying includes capital cost (the return that the company could
make on money that it has tied up in inventory), storage space costs, warehousing
cost, and inventory risk costs (including obsolescence, pilferage, damage, etc costs).

Transportation

Transportation cost is fromt moving materials
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Order processing

Order processing cost results from order transmittal, order entry, order
verification, order handle, as well as internal and external cost such as information
system costs, production setup costs, vehicle loading cost and so on.

Backorder

Backorder cost happens when the buyer place an order, but the supplier is lack
of inventory availability, the buyer has to wait until the order is filled.

Inspection

Inspection cost comes from inspecting the quality of received materials or
products by use an acceptable standard.

Rework and serap

Rework and scrap cost 1s from defective parts or services

Purchasing price

Purchasing price is the amount of money at which something is purchased.
2.1.3 Buyer/Supplier Relationship

There are two strategic perspectives on the buyer/supplier relationship:
traditional perspective and JIT (or cooperation) perspective. Traditional perspective,
developed from Porter’s five-force model, sees the relationship in terms of both
parties competing to each other for profit margin. The purchasing company adopts
multiple sources to reduce the bargaining power of supplier and avoids single source
that might create the cost of switching suppliers. By keeping the supplier in relatively
weak and dependent position in the relationship, the buyer can purchase materials or
components at lower price and gain higher profit. Whereas JIT perspective focuses
on the development of close cooperative relationship with small number of suppliers

and long-term partnership. The purchasing company views suppliers as partner. The



main activities are closer coordination of schedules, cooperation on process and
product improvement and development, and joint action on cost reduction, and so on.
This kind of cooperation helps the buyer to reduce inventory investment, improve
product quality, reduce cost, and improve profitability for both parties (Leavy, 1994).

Now, the relationship has been shifting towards cooperation perspective. The
shift is based on both parties realizing common goals: decreased cost and improved
quality. Buyers have realized to reduce costs associated with small supplier base:
such as lower administrative and operational expenses from monitoring and
qualifying fewer suppliers, a decline in scrap and rewoid of defective products, and
reduced inventory (Spekman 1998). Quality improvement can be achieved due to the
reduction of supplier base. Suppliers are willing to invest in manufacturing process {o
improve the product quality and meet the buyer’s requirement. Meanwhile, the
suppliers may obiain the security of long-term contracts, achieve the economies of
scale from larger contacts, and earn much higher profit.

This study will explore the impact of single sourcing and sole sourcing on
buyer/supplier relationship in China’s fextile industry. Based on Larson and
Kulchitsky (1998), the buyer/supplier relationship is divided into two parts:
buyer/supplier cooperation and the buyer dependence on its supplier.
2.1.3.1 Buyer/Supplier Cooperation

Buyer/supplier cooperation is measured by six sentiments: unity of purpose,
mutual respect, and coordination of effort, mutual trust, detailed communication, and
teamwork based on Larson (1994).
2.1.3.2 Buyer Dependence on the Supplier

Buyer dependence is measured as the perceived difficulty and expense of

replacing the current suppliers according to Larson and Kulchitsky (1998).
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2.2 Previous Studies

There are four previous studies related to the impacts of single sourcing and
sole sourcing. They are critically viewed in their papers. Their research
methodologies and findings are also presented in this section.

Falguni and William (1989) conducted a study on the impacts of single
sourcing. They developed a questionnaire and mailed the questionnaire to purchasing
directors of 234 large manufacturing firms. A number of 54 manufacturers returned
the questionnaire. Descriptive statistics was used to analyze the collected data.

Falguni and William (1989) suggested that extent of single sourcing users in
the U.S manufacturing firms appeared to be on the increase. The cost and quality
were two popular perceptions of why firms were engaging in single souring. The
respondents believed that single sourcing could improve the product quality, but
single sourcing did not significantly reduce costs.

Presutti (1992) conducted a study about the condition of single sourcing
application and the impacts of single sourcing. A structured questionnaire was
delivered to the members of the Purchasing Management Association of Pittsburgh.
There were 147 members in the association, and a number of 74 usable questionnaires
were returned. Descriptive statistics was used to analyze the collected data.

Presutti (1992) suggested that most of respondents did not employ the single
sourcing. They apparently were aware of the risk of the source dependency of single
source. Only few respondents used the single sourcing. Most of respondents did not
have a program 1o reduce the number of suppliers.

Richardson and James (1993) conducted a study to explore the impacts of

single sourcing and buyer/supplier relationship on the product quality, cost, and
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bargaining power of buyers and suppliers. They surveyed senior managers in
purchasing in most of the major U.S firms in three industries, which included auto,
heavy construction, and consumer electronics. They used a questionnaire to gather
the information and followed up with a telephone interview. The questionnaire
consisted of five parts: importance of supplier quality, number of suppliers,
transaction costs, supplier bargaining power, and supplier performance. Descriptive
statistics was used to analyze the collected data.

Through the investigation, Richardson and James (1993) suggested that half of
the firms were moving to single sourcing strategy, and all the surveyed firms were
starting to develop long-term and closer relationship with a few suppliers. All of
them cited the benefits of lower cost and higher product quality from this kind of
relationship. But there were different views on the bargaining power of suppliers and
buyers. Tn auto industry, bargaining power of suppliers was relatively low, In other
two industries, suppliers tended to have greater bargaming power.

Larson and Kulchitsky (1998) investigated the impact of single sourcing and
sole sourcing on product quality, total cost, and Buyer/supplier relationship. They
contacied all the members of the National Association of Purchasing Management
(NAPM) and asked them to fill a questionnaire. The questionnaire was divided into
three major parts: purchasing strategy, purchasing performance, and buyer/supplier
relationship. A number of 712 respondents retul‘l.led the questionnaire. T-test was
used to test the relationships between the four dependent indexes and the independent
variables.

Larson and Kulchitsky (1998) suggested that single sourcing offered higher
quality at lower total cost to the buyer. Moreover, the strategy caused high level of

buyer/supplier cooperation, but didn’t lead to the buyer dependent on the supplier.
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But sole sourcing provided products with low quality and high total costs. Meanwhile
sole sourcing leaded to lower level of cooperation and increased buyer dependent on
the supplier.

The following table summarizes the previous researches about the impacts of
single sourcing and sole sourcing.

Table 2.2: Summary of the Previous Research

Researchers Major Findings
Falguni and William Single sourcing can improve the product quality, but
(1989) single sourcing cannot significantly reduce costs.
Presutti Manufacturers were aware that single sourcing would
(1992) lead the buyer dependent on the supplier.

More than half of respondents adopt single sourcing
Richardson (1993) strategy and think that single sourcing leads to low

costs and high product quality.

Single sourcing leads to higher product quality, lower
Larson and Kulchitsky total costs, greater 51lyer/supplier cooperation, and no

(1998) buyer dependence on the supplier. Sole sourcing leads
to low quality, high costs, and low level of
buyer/supplier cooperation, and buyer dependent on

the supplier.

2.3  Summary of Literature Review

The literature is divided into three parts. The first part emphasizes the
strategic purchasing: single sourcing and sole sourcing. There are arguments for the

impacis of single sourcing on purchasing performance and the buyer/supplier
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telationship. For the impacts of sole sourcing, there are different views among
individuals. The second part focuses on the purchasing performance. Two elements
are considered in purchasing performance: product quality and total cost. Product
quality and total costs are measured on eight dimensions separately. The final part is
buyer/supplier relationship. In this study, the research uses two elements to anaiyze
the relationship: cooperation and buyer dependence. Each element is analyzed on
several items too. Great relationship is suggested to improve product quality and
reduce total costs. Different purchasing strategies result in different relationships, and

the buyer/supplier relationship influences purchasing performance as well.
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Chapter 3 Research Framework

This chapter presents the research framework. The first section describes the
theoretical framework. Secondly, the conceptual framework is described. The third
section is the statement of hypotheses. In the fourth section, the operationaliation of the
dependent variables and the independent variables are discussed. Finally, expecled

outcomes are presented.,

3.1 Theoretical Eramework

The study compares the impacts of two purchasing strategies: single sourcing and
sole sourcing. Deming (1986) and Richardson (1'993) studied the impact of single
sourcing. Based on his study, Deming suggested that single sourcing could improve
product quality, reduce total costs, and increase buyet/supplier cooperation. Meanwhile,
he believed that single sourcing does not lead the buyer to depend on its supplier. But,
Richardson (1993) disagreed with Deming’s opinion. Based on his study, Richardson
made a contrast conclusion.  Thus, the study develops the single sourcing model to
investigate the impacts of single sourcing in practice on product quality, total costs,
buyer/supplier cooperation, and buyer dependence on the supplier.

As a similar strategy to single sourcing, sole sourcing is also investigated on ils
impacis. Richardson and Roumasset (1995) suggested that sole sourcing provides high
product quality and low total costs. Porter (1980) thought that a sole source leads to
reduce product quality and buyer/supplier cooperation, increase total costs, and cause the

buyer dependent on the supplier. Thus, the study develops the second model, sole
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sourcing model, to investigate the impacts of sole sourcing on prﬁduct quality, total costs,
buyer/supplier cooperation, and buyer dependence on the supplier.

The objective of this study is to compare the impacts of the two purchasing
strategies on purchasing performance (product quality and total costs) and buyer/supplier
refationship (buyer/supplier cooperation and buyer dependence on the supplier) in

China’s textile industry.

3.2 Conceptual Framework

As mentioned previously, purchasing sirategy here consists of two parts: single
sourcing and sole sourcing. The study will compare the impacts of the iwo different
strategies on four variables: product quality, total costs, buyer/supplier cooperation, and
buyer dependence on its supplier in China’s textile industry. The four variables are
broken down into some sub-variables respectively so that the study can measure them
more accurafely.  This section is to introduce the details about the two purchasing

strategies and the four variables.

3.2.1 Single Sourcing and Sole Sourcing

Single sourcing implies that multiple suppliers are available for one product or
service, the buyer selects and is using only one supplier. In contrast, sole sourcing means
that only one supplier is available for one product or service, and the buyer is using the
supphier (Newman, 1989). The difference of the two strategies is how many suppliers are
available. They refer to the purchasing decisions, thus, the study measures the two

strategies based on whether the material is only purchased from one supplier, and whether
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there is only one available supplier for the material. If the buyer purchases the material
from one supplier and there is only one available supplier, the purchasing strategy is sole
sourcing. If the buyer purchases the material from one supplier and there is more than

one supplier, the purchasing strategy is single sourcing.

3.2.2 Purchasing Performance and Buyer/Supplier Relationship

There are two variables in purchasing performance: product quality and total
costs.  Buyer/supplier relationship includes buyer/supplier cooperation and buyer
dependence. Thus, the four variables are nsed to measure the impacts of the two
purchasing strategies for purchasing organizations.

Product Quality

Quality is the totality of features and characteristics of a product or service that
bears on its ability to satisfy stated or implied needs. Product quality represents the
ability of a product to meet the customer needs (Jay and Bairy, 2001).

As mentioned previously, single sourcing and sole sourcing directly affect product
quality. Meanwhile, product quality also re-affects the purchasing strategies, When the
single sourcing is adopted by the buyer and the buyer does not satisfy the product quality
provided by the supplier, multiple sourcing will be one other choice, which forces current
supplier and potential suppliers to improve product quality when they compete for the
order. Even when sole sourcing is employed by the buyer, if the supplier’s product can
not satisfy the buyer’s requirement, the buyer can develop similar products with other
supplier’s products to obtain high product quality. Thus, the similar products replace

current product, meanwhile, there are more than one supplier. Sole sourcing is replaced
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by other purchasing strategies as well. Thus, product quality also re-affects purchasing
strategy.

There are some attributes including in product quality, so it should be broken
down into managerial parts. The product quality is measured on eight dimensions in the
study: conformance, performance, reliability, durability, serviceability, intangibles,
delivery, and packaging (Larson and Kulchitsky, 1998).

Fotal Costs

Total costs are defined as the purchasing price plus all the quality and logistics
~ costs incurred in procurement of an item (Larson and Kenderdine, 1988). Larson and
Kulchitsky (1998) divided (he total costs into eight caiegories. There are inventory
carrying, transportation, order processing, backorder, inspection, rework, scrap, and
purchasing price.

Total costs are directly influenced by purchasing strategies. Meanwhile, total
costs also re-influence the purchasing strategies. If single sourcing can not satisfy the
buyer’s requirement regarding the total costs, the buyer can seek a new supplier with low
total costs to provide the product, or multiple sourcing is the other choice that causes the
suppliers to compete for the order, then the buyer selecis one appropriate supplier who
offers product at lower total costs. If sole sourcing is employed by the buyer, there are
also some ways to reduce total costs. For example, the buyer seeks some potential
suppliers, who have potential ability to produce the product when suppliers have to
reduce total costs in order to obtain the order; the buyer’s sole sourcing has been replaced
by other purchasing strategies. Thus, total costs also impacts the purchasing strategies

selection,

29



The study will test the impact of the two sirategics: single sourcing and sole
sourcing on total costs in China’s textile industry. The respondents are asked to rate the
total costs according to the performance of current supplier compared with alternative
suppliers on the above eight categories.

Buyer/Supplier Cooperation

Buyer/supplier cooperation is the practice of cooperating between the buyer and
its suppliers, such as product development, innovation, and so on.

When single sourcing s employed by the buyer and if the cooperation can not
reach a desirable level, the buyer may seek a new supplier and change current supplier
with other supplicts. If there is only one supplier and the buyer/supplier cooperation
can’t meet the buyer’s requirement, the buyer can seek potential supplier, who has
potential ability to produce the product. The buyer has more than one supplier to
cooperate in product design, development, inmovation, and so on. Meanwhile, there is
more than one supplier, so the sole sourcing is replaced by other purchasing strategies.
Thus, the buyer/supplier cooperation also affects the purchasing strategy.

This study will test the buyer/supplier cooperation under the two strategies: single
sourcing and sole sourcing in practice. Buyer/Supplier Cooperation is measured on six
items in this study: unity of purpose, mutual respect, coordination of effort, mutual trust,
detailed communication, and teamwork (Larson and Kulchitsky, 1998),

Buver Dependence

There is no buyer who wants to depend on the supplier, so once the buyer depends
highly on the supplier, the buyer will have fo consider changing current purchasing
strategy. If single sourcing or sole sourcing is employed by the buyer and the buyer

wanis to reduce the level of buyer dependence on its supplier, multiple sourcing will be
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one choice for the buyer, who purchases one material from more than one supplier, to
reduce the dependence on one supplier. In this study, buyer dependence on the supplier is
measured in terms of difficulty and expense of replacing the cuirent supplier (Larson and
Kulchitsky, 1998).

Therefore, the purchasing strategies directly impact the four items: product quality,
total costs, buyer/supplier cooperation, and buyer dependence on the supplier.
Meanwhile, the four items also re-impact the purchasing strategies. The conceptual

framework is presented in figure 3.1:

Figure 3.1: The Conceptual Framework

Single Sourcing

Purchasing Performance
1. Product quality
2. Total cost

Buver/Supplier Relationship

I. Buyer/supplier
cooperation

2. Buyer dependence on
the supplier

AL

Sole Sourcing

Purchasing Performance

I. Product quality
2. Total cost

Buver/Supplier Relationship

1. Buyer/supplier
coaperation

2. Buyer dependence on
the supplier
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3.3 Statement of the Hypotheses

Hypothesis is an unproven statement or proposition about a factor or phenomenon

that is of inferest to the researcher (Naresh, 1999). Based on the objective and the

literatures reviewed, various sets of hypotheses are stated as follows;

Hol.1:

Hal.1;

Ho2.1:

Ha2.1;

Ho3.1:

i¥a3.1;

Ho4.1:

Ha4.1;

There is no significant different impact of single sourcing and sole
sourcing on product guality.
There is a significant different impact of single sourcing and sole sourcing

on product quality.

There i1s no significant different impact of single sourcing and sole
sourcing on total costs.
There is a significant different impact of single sourcing and sole sourcing

on total costs.

There is no significant different impact of single sourcing and sole
sourcing on buyer/supplier cooperation.
There is a significant different impact of single sourcing and sole sourcing

on buyer/supplier cooperation.

There is no significant different impact of single sourcing and sole
sourcing on buyer dependence on the supplier.
There is a significant different impact of single sourcing and sole sourcing

on buyer dependence on the supplier.
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The study will test the above hypotheses. The variables are from two groups in
each hypothesis. For example, in the hypothesis 1.1, some respondents are using the
single sourcing strategy, and some manufacturers use sole sourcing. The purpose of the
hypothesis 1.1 is to test whether the impact of single sourcing on product guality is
different from the impact of sole sourcing on product quality. The independent sample t-
test is available to test the hypothesis. The null hypothesis is that there is no significant
different impact on product quality between single sourcing and sole sourcing. The
alternative hypothesis is that there is a significant different impact on product quality
between the single sourcing and sole sourcing, which indicates that single sourcing resuits
in higher product quality than sole sourcing, or single sourcing results in lower product
quality than sole sourcing. There are two possible results from the alternative hypothesis.
Therefore, the test is two-tailed test. The processes of other hypotheses are as same as the
hypothesis 1.1, All of them use independent sample t-test, and the tests are two-tailed
test.

3.4 Operationalization of the Dependent and Independent Variables

There are two tables in this section, which consist of the table of the
operationalization of purchasing strategy and the table of the operationalization of

variables.
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Table 3.1: Operationalization of Purchasing Strategy

Concepts Conceptual Definitions Operational Definitions Level of
Measurement
Multiple  suppliers  are | Whether the material is
available, but the buyer | only purchased from one
Single selects only one supplier | supplier, and whether there Nominal
sourcing | for the same product or [is only one available Scale
service supplier for the material
Only one supplier is ] Whether the material is
available for one product | only purchased from one
Sole or service, and the buyer is | supplier, and whether there Nominal
sourcing | using the supplier is only one available Scale
supplier for the material
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Table 3.2: Operationalization of Variables

Conceptual Operational Level of
Concepts Definitions Definitions Measurement
The degree to which a | Degree to which the
product’s design and material’s design and
Conformance | operating operating Interval
characteristics meet characterigtics meet the Scale
established standards buyer’s requirement
A product’s primary Degree to the number
Performance | operating of primary operating Interval
characteristics characteristics in the Scale
material
The probability of a Degree to the
product malfunctioning | frequency of the Interval
Reliability or failing within a materigl Scale
specified time period malfunctioning or
failing within three
months ;.
Durability A measure of product | Degree to the length of Interval
life the material lifespan Scale
The speed, courtesy, Degiee to ease and Interval
Serviceability | competence, and ease speed of the material Scale
of repair repair
Aesthetics (how a Degree to personal
product looks, feels, Jjudgment toward the
Aesthetics sounds, tastes, or superiority of product Interval
smells) is cleatly a quality baged on the Scale
matter of personal intangible attributes,
judgment and a such as look, feel,
reflection of individual | appearance, smell, etc
| preference
Delivery The act of delivering or { Degree to the material Interval
distributing something | arriving as schedule Scale
The activities of
Packaging designing and Degree to the material Interval
producing the container | being protected by its Scale
or wrapper for a packaging
product
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Inventory carrying cost

The extent of money

Inventory includes capital cost, expending in inventory Interval
carrying cost | storage space costs, carrying Scale
warehousing cost, and
inventory risk costs
The extent of money
Transportation | The cost is from expending in moving Interval
cost moving materials materials from Scale
suppliers to the buyer
The cost from order
transmittal, order entry,
order verification, order
Order handle, as well as The extent of money Interval
processing cost | internal and external expending in order Scale
cost such as processing
information system
costs, production setup
costs, vehicle loading
cost and so on.
The cost occurs when
the buyer place an
Backorder cost | order, but the supplier | The extent of money Interval
is lack of inventory expending in backorder Scale
availability, the buyer
has to wait until the
order is filled
The cost from The extent of money
Inspection cost | inspecting the quality expending in inspecting Interval
of recetved materials or | the received materials Scale
products by use an
acceptable standard
The cost occurs in the | The extent of money
Rework cost | process of correcting a | expending in the Interval
defect or deficiency in | process of correcting Scale
a product or part defect or deficiency in
materials
The cost from small The extent of
fragment of something | expending money in Interval
Scrap cost broken off from the the scrap materials Scale
whole
The amount of money | The extent of money
Purchasing at which something is | expending in Interval
Price purchased purchasing materials Scale
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The tevel of having

Unity of Conformity of the consistent comment on Interval
purpose objectives the objectives between Scale
the buyer and its
suppliers
The condition of being | The level of mutual Interval
Mutual respect | honored respect between the Scale
buyer and its suppliers
Earnest and 'The level of effort on
Coordination | conscientious activity coordinating about how Interval
of effort intended to coordinate | to solve the problems Scale
parties doing facing by the buyer and
something its suppliers
The trait of believing in | The level of mutual
Mutual trust | the honesty and trust between the buyer Interval
reliability of others and its suppliers Scale
each other
The level of business
Detailed The activity of communication related Interval
communication | conveying information | to product quality, Scale
costs, and so on
between the buyer and
its suppliers
The level of
Teamwork Cooperative work done | cooperative work done Interval
as a team as a team between the Scale
buyer and its suppliers
The level of difficulty
A factor causing of replacing the current
trouble in achieving a supplier based on Interval
Difficulty positive tesult or handling the contact Scale
tending to produce a with current supplier,
negative result and secking the
potential qualified
suppliers
Degree of expense in
Amount of money paid | replacing current
Expense for goods and services | supplier in terms of Interval
extent of money Scale

expending in switching
cost
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3.5 Expected OQutcomes

Based on the literature review and the previous studies, the expected outcomes of
this study are that there are significant different impacts of single sourcing and sole
sourcing on product quality and buyer/supplier cooperation, and there are no significant
different impacts of single sourcing and sole sourcing on total costs and buyer

dependence on the supplier.
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Chapter 4 Research Methodology

The purpose of this chapter is to provide the overview of the research
methodology. There are five sections in this chapter. The research method used in
this study is described in the first section. Secondly, respondents and population of
the study are identified. Next, the study will introduce the research instrument.
The fourth section is data collection and gathering procedures. Finally, the statistical

package for social science (SPSS) is the statistical instrument applied in this study.

4.1 Research Methodology

Research methods employed in the study are personal interview and fax survey.
Personal inferview is a form of direct communication in which a researcher asks
respondents questions in a face-to-face situation. It is a two-way conversation
between an interviewer and respondents (Zikmund, 2003). The face-to-face
interaction between a researcher and respondents helps researcher to obtain complete
and precise imformation. Eax survey 18 a survey that uses questionnaire distributed
and /or returned via fax machines (Zikmund, 2003). The fax survey reduces the
sender’s printing and postage costs and can be delivered and returned faster than
traditional mail survey.

The researcher directly asks respondents all the questions on the questionnaire, or
deliveries the questionnaire to the respondents by fax machines and asks them to fill

out the questionnaire, The original data is collected from respondents through the



above two research methods.

4.2 Respondents and Population

Population is the aggregate of all the elements that share some common set of
characteristics, comprising the universe for the purpose of the marketing research
problems (Naresh, 1999),  This study will compare the impacts of the two purchasing
strategies on purchasing performance and buyer/supplier relationship in China’s
textile industty. However, all the China’s textile enterprises can’t be covered.
Meanwhile, all types of textile companies are also difficulty to be investigated. Thus,
the study is limited to Ningbo area and identifies the fabric manufacturers as the
survey target. Fabric manufacturers are the business organizations, which transform
yarn into fabric. The list of target companies is based on Ningbo yellow-page
website, which is an official website supported by the government. There are 51
such fabric manufacturers in Ningbo area (Appendix B). Therefore, these 5! fabric
manufacturers consist of the investigated target in the study. Because the number of
manufacturers 1s not large, the research will survey all the companies. The
population of the study should be the fabric manufacturers who employ single
sourcing or sole sourcing to purchase yarn for their companies. And the respondent
should be the employee in the company whose major responsibility is to purchase the
yara.

4.3 Research Instrument/Questionnaire

The date is collected through the questionnaire. The researcher develops the

questionnaire in English. Because the targeted companies are located in China, the
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questionnaire is iranslated into Chinese version (Appendix A) so that the researcher
can ecasily and clearly communicates with the respondents about the questions and
information. The two research methods: personnel interview and fax survey, are
applied to collect the original data in the research procedure.

There are three main parts in the questionnaire, which are used to measure the
purchasing strategy, purchasing performance, and buyer/supplier relationship.

The first part of the questionnaire is purchasing strategy, which includes single
sourcing and sole sourcing in this study. The respondents are asked to select the
strategies that their companies employ in practice. There are two questions in this
part.

The second part of the questionnaire is about purchasing performance.
According to the study of Larson and Kulchitsky (1998), product quality and total
costs are applied to analyze the purchasing performance. The respondents are asked
to evaluate the degree of product quality using a five-point scale (1= much lower, 5=

much higher) on eight items. Similarly, respondents are also asked to rate the total

Therefore, sixteen questions are used to measure the purchasing performance.

The final part of the questionnaire is buyer/supplier relationship. Based on the
research of Larson and Kulchitsky (1998), the buyer/supplier relationship is divided
into buyer/supplier cooperation and buyer dependence on the supplier. There are six
items to measure the level of buyer/supplier cooperation using a five-point scale (1=

very low, 5= very high). The level of buyer dependence is evaluated by a five-point
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scale (I= very low, 5= very high) on two items,
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Thus, there are eight questions

formulated to measure the buyer/supplier relationship.

All the questions are constructed from the basic conceptual framework that is

described in following Table 4.1 and Table 4.2:

Table 4.1: List of Questionnaire (Purchasing Strategy)

Variables

Question No.

Single Sourcing and Sole Sourcing

Ql,Q2

Table 4.2: List of Questionnaire (Variables)

—

Variables Sub-Variables Question No.
Conformance Q3
Performance Q4
Reliability Q5
Product Durability Q6 |
Quality Serviceability Q7
Aesthetics Q8
Delivery Q9
Packaging Q1o
Inventory Carrying Q11
Total Transportation Ql2
Costs Order Processing Qi3
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Backorder Q14

Inspection Q15

Rework Q16

Scrap Q17

Purchase Price Q18

Unity of Purpose Q19

Buyer/ Mutual Respect Q20
Supplier P—_Coordination of Effort Q21
Cooperation Mutual Trust Q22

“ Detailed Communication Q23

Teamwork Q24

1 Buyer Dependence Difficulty Q25
on the Supplier Expense Q26

4.3.1 Pretest Questionnaire

Pretest 1s a trial run with a group of respondents used to screen out problems in
the design of the questionnaire (Zikmund, 2003). In the pretest, the researcher is to
look for the ambiguous questions and potential misunderstanding in the questionnaire.
There are three basic ways to pretest. The first two ways involve screening the
questionnaire with other research professionals, and the third is a trial run with a
group of respondents. In the pretest procedure, the study uses the third way as the

pretest method. The questionnaire 1s delivered to the respondents, and they are asked
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to fill out the pretest questionnaire. Afler the questionnaire is completed by the
respondents, the researcher collects the pretest questionnaire and tests the reliability of
the pretest questionnaire. At least 25 copies of questionnaires in the pretest are
acceptable (Vanichabuncha, 2002). Thus, in this study, 25 copies of questionnaires
are distributed to the fabric mannfacturers in Ningbo area.

The reliability of the four dependent variables in the pretest questionnaire is:
alpha of product quality is 0.811, alpha of total costs is 0.6501, alpha of buyer/supplier
cooperation is 0.6445, and alpha of buyer dependence on the supplier is 0.6882.
Sekaran (2000} stated that if the reliability value was more than 0.6, a questionnaire is

considered reliable.  Hence the pretest questionnaire is considered reliable.

4.4 Data Collection and Gathering Procedures

The study collects the data through two basic sources: primary data and secondary
data. Survey questionnaire is used to gather primary data and implement through
two methods: personal interview and fax survey.

4.4.1 Primary Data

According to Naresh (1999), primary data is collected or produced by the
researcher specifically to address the research problems. The data can be obtained
through observations, interviews, and surveys. Survey is a research technique in
which information is gathered from a sample of people by use of a questionnaire or
mnterview. It’s a method of data collection based on communication with a

representative sample of individuals (Zikmund, 2003).
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In the procedure of data collection, the researcher uses two research methods: fax
survey and personal interview. A structured questionnaire is delivered to some
respondents by fax machines. They are asked to fill the questionnaires, After that,
the respondents return the completed questionnaires to the researcher. Or the
researcher interviews some respondents to ask the questions in the questionnaire.
The researcher fills the questionnaire based on the respondents’ reply to the questions.
The two methods are implemented based on the different situation.
4.4.28econdary Data

Secondary data is the information that has already collected for some purpose
rather than the problems at hand (Naresh, 1999). In this study, secondary data
sources come from some useful websites, such as Ningbo yellow page website, in

which the study gathers the list of target companies.

4.5 Data Analysis

The statistical package for social science (SPSS) is used to summarize and
analyze the primary data. The statistical procedures used in the study are descriptive
statistic and the inferential statistic, Thus, the collected data will be summarized into
the two parts. The descriptive statistic is the method that is used to describe or
summarize information about a population or sample (Zikmund, 2003). Meanwhile,
the inferential statistic is used to make inferences or judgments about a population on
the basis of a sample (Zikmund, 2002). In this study, independent sample t-test is

applied to test the significance of the hypotheses.

45



4.5.1 DPescriptive Statistic

Using the descriptive statistic, the frequency and the percentage of the population
information will be summarized (Zikmund, 2003). In the study, the descriptive
statistic is used to describe the sample size of the two purchasing strategies.
4.5.2 Independent Sample T-Test

As mentioned previously, t-test is a technique used to test the hypotheses that the
mean scores on some interval scaled variables are significantly different for two
independent samples or groups (Zikmund, 2003). The mean of a set of quantitative
data is the sum of- the measurements divided by the number of measurements
contained in the data set (James et al., 2001). In this study, independent sample t-test,
one type of {-test, tests whether the mean of a single variable for subjects in one group
differs from that in another. |

The t-test is used when the number of observations (sample sizg) is small and the
population standard deviation is unknown. To use the t-test for difference of means,
i-test assumes that the two samples are drawn from normal disiributions of means
(Sheridan and Lyndall, 2003). Thus, before t-test is used to analyze the collected
data, the study will test whether the means of collected data for each set of variables
are normal distribution,

Because the standard deviation is unknown, the levene’s test of t-test tests
whether the spread of the two groups variances are equal or not. If the observed

significance level of the test is less than 0.05, the study uses the separate variance
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t-test for means. If the test is greater than 0.05, people use the pooled variance t-test
for means (Sheridan and Lyndall, 2003).

In most cases comparisons are between two groups means (X, —X,). A verbal
expression of the formula for t is as follows:

T = (mean 1 -~ mean 2)/variability of random means

Thus, the t-value is a ratio with the information about the difference between
means (provided by the sample) in the numerator and the random error in the
denominator. The question is whether the observed differences have occurred by

chance alone (Zikmund, 2003). To calculate ¢, the following formula is used:

Pt Y
Six-x,)
Where:

X, = The mean of group 1,
X, = The mean of group 2,
Sgz-x,) = Pooled, or separate, standard error of between means.
If the two groups are pooled variance, to calculate the pooled standard error of the

difference between means of independent samples, t-test uses this formula

o = \/((nl D% + (1, ~1)s,? )( ) :

ntn, =2 1,

If the two groups are separate variance, t-test uses this formula

—S 2 5 2
__ | 2
S-n) = + :
nooon,

Where:
s, = Variance of group 1,
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s, = Variance of group 2,
n, = Sample size of group 1,

n, = Sample size of group 2.

The study applies two purchasing strategies: single sourcing and sole sourcing,
and product quality as an example to explain how t-test is used to test the hypothesis.
In the calculating procedure of t-test, the respondents are divided into two groups:
group A and group B. Group A is the kind of the respondents who adopt the single
sourcing strategy. Another group B is the kind of the respondents who adopt the sole
sourcing strategy. T-test also defines group 1 as the collection of values that the
members of group A evaluate about the product quality and group 2 as the collection
of values that the members of group B evaluate about the product quality.

The study will test whether the means of collected data are normal distribution
before the study uses the t-test. If the data is normal distribution, t-test can be used
to test the hypothesis. If not, the study can’t apply i-test to analyze the collected data.
Meanwhile, t-test tests the spread of the iwo groups. Whether they are equal or not

can be obtained through Levene’s test.  Thus, in t-value formula as follow:

x X
f= 2 2
S5 -1,)

2 e 2
S o) :\[((”* sy #0208y 3 L Uy (booled yariable),
n,

n o+, —2 R
. _ 5 s . ;
oI, S(z-7,)~ . + . (Separate variable),
1 2
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Where:

%, = The mean of group 1,

%, = The mean of group 2,

s, = Variance of group 1,

s, = Variance of group 2,

#, = The number of group A,

#, = The number of group B,

Therefore, 1-value can be computed.

The above caiculation process of the t-value can be applied to compute the total

costs, cooperation, and buyer dependence under the two purchasing slrategies.
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Chapter 5 Data Analysis

This chapter provides the data analysis and the findings. The primary data is
collected from 51 companies. The chapter is divided into three sections. First, the
study describes the general information of the respondents. Secondly, Independent
Sample t-test is applied to test the hypotheses. Finally, the summary of hypotheses

test is presented.

5.1 Descriptive Statistic

The descriptive statistic is the method that is used to describe or summarize
information about a population or sample (Zikmund, 2003). In the study, descriptive
table presents the general information of the targeted companies. The table 5.1
describes sample size of single sourcing, sample size of sole sourcing, and sample
size of other strategies that are different from single sourcing and sole sourcing.

Table 5.1: Sample Size of Single Sourcing and Sole Sourcing

Cumulative
Frequency Percent Valid Percent Percent
Valid single

sourcing 16 314 314 314
sole

sourcing 10 18.6 18.6 51.0
others 25 49.0 : 49.0 100.0
Total 51 100.0 100.0

A number of 51 companies involved in the survey. There are only 16
companies using the single sourcing strategy, which is 31.4% of the target companies.
Meanwhile, there are 10 companies employing sole sourcing strategy. It is 19.6% of
the target companies. Almost half of target companies do not use single sourcing or
sole sourcing. Therefore, the 26 companies, who employ single sourcing or sole

sourcing, consist of the population of the study. The study will compare the impacts
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of the two purchasing strategies on product quality, total costs, buyer/supplier

cooperation, and buyer dependence on the supplier.

5.2 Test of Hypotheses

Independent Sample t-test tests whether the mean of a single variable for
subjects in one group differs from that in another (Zikmund, 2003). The objective of
the study is to investigate and compare the impacts of two purchasing strategies on
product quality, total costs, buyer/supplier cooperation, and buyer dependence on the
supplier. The two stralegies are single sourcing and sole sourcing. The study
compares their impacts on the above four items, respectively.

Test for Normality

Before using independent sample t-test to test the hypotheses, according to the
t-test’s requirement, the study needs to identify whether the collected data is normal
distribution or not. The below table is the results of normality test.

Table 5.2: Test for Normality

Items Significance Level
(Kolmogorov-Smimov)
Product quality 0.067
Total costs 0.200
Buyer/supplier cooperation 0.118
Buyer dependence 0.200

Sheridan and Lyndall (2003) stated that if the significant level of
Kolmogorov-Smimov is greater than 0.05, then normality is assumed, The
significances of the four items are all more than 0.05. Thus, the normality of each

item is considered. The independent sample t-test can be used to test the hypotheses.
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The results of the t-test are in Appendix C. The researcher develops the Table 5.3

based on the results of i-test.

Hypotheses Test of the Study

As mentioned in chapter 3, there are four hypotheses to test the impacts of
single sourcing and sole sourcing on product quality, total costs, buyer/supplier
cooperation, and buyer dependence on the supplier. Here, to make it short the four
hypotheses are combined into one hypothesis as follows:

Ho: there are no significant different impacts of single sourcing and sole
sourcing on (1) product quality, (2) total costs, (3) buyer/supplier cooperation, and (4)
buyer dependence on the supplier.

Ha: there are significant different impacts of single sourcing and sole sourcing
on (1) product quality, (2) total costs, (3) buyer/supplier cooperation, and (4) buyer
dependence on the supplier.

Table 5.3: Outcomes of Hypotheses Test

Single Sole t-value Sig. (2-tailed)
sourcing soutcing
Sample size 16 10
Product quality 3.76" 3.22 3.50%* 0.002
Total costs 3.517 3.73" -1.05% 0.306
Buyer/supplier cooperation 3.94" 3.55" 2.43%% 0.023
Buyer dependence 2.56" 3.40" -2.44%* 0.022

** hased on pooled variances,
* based on separated variance.

# mean of a single variable for subjects in one group
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Table 5.3 presents the results of hypotheses test for single sourcing and sole
sowrcing: the impacis on product quality, total costs, buyer/supplier cooperation, and
buyer dependence on the supplier.

Based on the outcomes of hypotheses test, for the impact of single sourcing
and sole sowrcing on product quality, the significant level is equal o 0.002, which
implies that the null hypothesis is rejected. There is a significant different impact of
singie sourcing and sole sourcing on product guality. The mean of product quality on
single sourcing is 3.76, and the mean of product quality on sole sourcing is 3.22,
Single sourcing leads to higher product quality than sole sovrcing. Thus, if the buyer
employs single sourcing strategy, product quality is significantly higher than the
product quality, which the buyer purchases the product with sole sourcing strategy.

For the impact of single sourcing and sole sourcing on tofal costs, the
significant level is equal to 0.306, which indicates that the null hypothesis is accepted.
There is no significant different impaet of single sourcing and sole sourcing on total
costs. Thus, if the buyer employs single sourcing or sole sourcing to purchase one
product, the fotal costs are not significant different based on the study.

For the impact of single sourcing and scle sourcing on buyer/supplier
cooperation, the null hypothesis is rejecled because the significant level is equal to
0.023. There is a significant different impact of single sourcing and sole sourcing on
buyer/supplier cooperation. The mean of buyer/supplier cooperation resulted from
single sourcing 1s 3.94, and the mean of buyet/supplier cooperation resulted from sole
sourcing is 3.55. Single sourcing leads to higher level of buyer/supplier cooperation
than sole sourcing. Thus, if the buyer employs single sourcing to purchase one
product from a single supplier, the level of cooperation between the buyer and its

supplier should be higher than the cooperation, which results from sole sourcing,
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Thus, if the buyer uses single sourcing to purchase products, the buyer/supplier
cooperation is higher than the cooperation resulied from sole sourcing.

For the impact of single sourcing and sole sourcing on buyer dependence on
the supplier, the'signiﬁcant level is equal to 0.022, which indicates that the null
hypothesis is rejected. There is a significant different impact of single sourcing and
sole sourcing on buyer dependence on the supplier. The mean of buyer dependence
on the supplier from single sourcing is 2.56, and the mean of buyer dependence on the
supplier from sole sourcing is 3.40. Single sourcing leads to lower level of buyer
dependence on the supplier than sole sourcing. Thus, if the buyer employs sole
sourcing, the buyer depends on the supplier at higher level than single sourcing based
on the study.

5.3 Summary of Hypotheses Testing

Based on the results of above hypotheses testing, the researcher summarizes
Table 5.4

Table 5.4: Summary of Hypotheses Testing

Hypotheses Analysis

Accept | Reject

Hol.l: There is no si gniﬁcant different impact of single sourcing Reject
and sole sourcing on product quality.
Ho2.1: There is no significant different impact of single souring | Accept
and sole souring on total costs.
Ho3.1: There is no significant different impact of single souring Reject
and sole souring on buyer/supplier cooperation.

Ho4.1: There is no significant different impact of single souring Reject

and sole souring on buyer dependence on the supplier.
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Chapter 6 Conclusion and Recommendation

This chapter provides the summary of the findings, a conclusion of the
research results, and the recommendation for the study. There are three sections in
this chapter. The first section is the conclusion of the study. Secondly, the
recommendation of the study is suggested. Final section introduces the further

research.

6.1 Conclusion of the Study

The study focuses on the fabric manufacturers in Ningbo area. The
questionnaire helps the researcher to collect the primary data. Based on the data
collected from 51 companies and hypotheses test, the researcher summarizes the
sample size of the two purchasing strategies and the results of hypotheses test.

According fo the investigation, there are 31.4 percent of fabric manufacturers
adopting single sourcing strategy; they select one supplier to provide yarn although
there 1s more than one available supplier (see table 5.1). Only 19.6 percent of
companies use sole sourcing strategy in Ningbo area. Based on the above
information, the researcher selects the 51 percent of fabric manufacturers (26
companies) as a population of the study to iilvestigate and compare the impacts of
single sourcing and sole sourcing on product quality, total costs, buyer/supplier
cooperation, and buyer dependence on the supplier.

The results of hypotheses test indicate that there is a significant different
impact of single sourcing and sole sourcing on product quality. Single sourcing leads
to higher product quality than sole sourcing. As mentioned by Porter (1980), the sole

supplier does not worry about the threat from potential suppliers because there is only
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one available supplier in practice. The supplier does not have motivation to improve
product quality. So, sole sourcing leads to lower product quality. But, when the
single sourcing is employed by the buyer, as mentioned by (Richardson, 1991), the
current supplier worries about potential suppliers to replace it to provide the product
ai the end of contract period. If there are potential suppliers with top perfonﬁance, the
single supplier has to improve its product quality and other performance to meet the
buyer’s requirement, Thus, single sourcing leads to higher product quality than sole
sourcing.

The outcomes of hypotheses test show that there is no significant different
impact of single sourcing and sole sourcing on total costs. When the buyer purchases
one product from one supplier, as mentioned by Porter (1980), the supplier has more
opportunities to exercise its bargaining power. The supplier can threat to raise price
and other costs. Thus, the two purchasing strategies have similar nmpact on total
COsts.

The results of hypotheses test show that there is a significant different impact
of single sourcing and sole sourcing on buyer/supplier cooperation, Single sourcing
results in higher level of buyer/supplier cooperation than sole sourcing. As mentioned
by Deming (1986), when the buyer selects one single supplier to provide the product,
the buyer has more time and effort to cooperate with single supplier compared {o
multiple suppliers. They work as a team, coordinate to solve the problems, trust each
other, and so on. When there is only a sole supplier, the supplier does not worry
about the threat from other potential suppliers and does not have motivation to
cooperate with the buyer (Porter, 1980). Thus, sole sourcing leads to a lower level of

buyer/supplier cooperation compared to single sourcing.
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The outcomes of hypotheses test show that there is a significant different
impact of single sourcing and sole sourcing on buyer dependence on the supplier.
Sole sourcing leads the buyer to depend on the supplier at higher level than smgle
sourcing. As mentioned by Willis (1992), when single sourcing is employed by the
buyer, once the supplier” s product can not be satisfied by the buyer, the buyer can
select other suppliers to provide the product to avoid the buyer dependent on the
supplier. But, for sole sourcing, as mentioned by Newman (1989), if there is only a
sole supplier and no potential supplier can be available, the buyer has to rely on the
sole supplier to offer the product. Thus, sole sourcing leads the buyer dependent on

the supplier at a higher level than single sourcing,

6.2 Recommendations

The resulis of hypotheses test suggest that single sourcing, compared to sole
sourcing, leads to higher product quality, greatef buyer/supplier cooperation, and
lower level of buyer dependence on the supplier. If there is only one available
supplier for a specific part in practice, the researcher suggests that the buyer seeks
some potential suppliers who have potential abilities to produce that specific part.
The purpose of the suggestion increases the number of available suppliers, and the
buyer has more choices to select a supplier to provide that part. Thus, the buyer can
employ single sourcing to replace sole sourcing. Based on the outcomes of
hypotheses test, single sourcing leads the buyer to receive higher product quality,
strength buyer/supplier cooperation, and maintain lower level of buyer dependence on

the supplier compared to sole sourcing,
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6.3 Further Research

There are three popular purchasing strategies in practice based on the number
of available suppliers and the number of suppliers selecied by the buyer to offer the
product: single sourcing, sole sourcing, and multiple sourcing (Newman, 1989).
From the findings, only 51 percent of target companies employ single sourcing or sole
sourcing. Thus, there are more fabric manufacturers in Ningbo area using multiple
sourcing strategies in practice. Further research can investigate the impacts of
multiple sourcing on the product quality, total costs, buyer/supplier cooperation, and
buyer dependence on thie supphier. The further vesearch can compare the different
impacts among single sourcing, sole sourcing, and multiple sourcing in textile
industry and other mdustries. Then, the purchasing organization can understand the
three purchasing stralegies and realize their impacts on product quality, total costs,

buyet/supplier cooperation, and buyer dependence on the supplier more clearly.
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Questionnaire

Dear Sir (Madam):

This questionnaire is designed to collect information for the thesis entitled “The
Impacts of Single Sourcing and Sole Sourcing on the Purchasing Performance and
Buyer/Supplier Relationship”., There are four parts in the questionnaire. All the
information 1s for academic purpose. Your full-cooperation in responding to all items in
this questionnaire would be very much appreciated. Thank you very much for your kind

cooperation.

Part 1

The following question helps the interviewer to identify the respondent, whose
major responsibility is to purchase yarn for the company, If the answer is yes, please
continue the questionnaire. If the answer is no, please stop to fill the questionnaire.
Based on your current situation, please select only one answer for the question by

marking “* before your choice of the answer.

Are you responsible for purchasing yarn for your company?

1. Yes __2.No
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The purpose of next three parts: part 2, 3, and 4, are to measure the purchasing
strategy, purchasing performance and buyer/supplier relationship. Purchasing strategy is
measured in the second part. Purchasing performance includes two variables: product
quality and total costs. The two variables are measured in the third part. Similarly,
buyer/supplier relationship also has two variables: buyer/supplier cooperation and buyer
dependence on its supplier. They are measured in the forth part.

Before filling in the questionnaire, you only consider a frequently used yarn;
purchased under “re-buy” conditions (the yarn is not new to the buyer). Further, you

need to consider a preferred “supplier A” of the yarn while completing the survey.

Part 2

Purchasing strategy is measured in this part. There are two questions, which are
employed to analyze your company’s cwrent purchasing strategies. Please select only
one answer in each question by marking “\* before your choice of the answer based on

your company’s condition,

1. Is the yarn only purchased from supplier A?
1. Yes __2.No
2. Is there only one supplier of the yam available?

_1.Yes __2.No
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Part 3

The purpose of the part is to measure purchasing performance, which includes two
variables: product quality and total costs. The two variables are measured by some items

respectively, Based on the situation, please one answer for each question.

Section 1

This section is used to measure product quality. There are eight items, which are
applied (o evaluate the product quality. Please rate the eight items of the yarn from the
preferred supplier A in comparison with less-preferred alternative supplier B in terms of
the following attributes, Please select only one for each question by marking “v” before
your choice of the answer. The rating begins from 1 (the yarn quality of supplier A is
much lower)........... 5 (the yarn quality of supplier A is much higher).

= the yamn quality of supplier A is much lower
2 = the yarn quality of supplier A is lower
3 = the yarn quality of supplier A and supplier B are similar
4 = the yarn quality of supplier A is higher

5 = the yarn quality of supplier A is much higher

3. Please identify the degree of superiority of the yarn quality in terms of the yarn’s
design and operating characteristics meeting your company’s requirement.

1 2 3 4 .9

4. Please ideniify the degree of superiority of the yarn quality in terms of the
number of primary operaling characteristics in the yam.

1 2 3 4 5

5. Please identify the degree of superiority of the yarn quality in terms of the

frequency of the yarn malfunctioning or failing within three months.
1 2 3 4 8

6. Please identify the degree of superiority of the yarn quality in terms of the length
of the yarn lifespan.
1 2 3 4 5
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7. Please identify the degree of superiority of the yarn quality in terms of ease and
speed of the yarn repair.
1 2 3 4 5

8. Please identify the degree of the yarn quality according to personal judgment
toward the superiority of product quality based on the intangible atiributes, such
as look, feel, package, smell, etc.

1 2 3 4 4]

9. Please identify the degree of superiority of the yarn guality in terms of the yarn
arriving as schedule.

1 2 3 4 5

1. Please identify the degree of superiority of the yarn quality in terms of the yarn
being protected by the packaging.
i 2 3 4 5

Section 2

In this section, total cost will be measured. There are eight items, which are used
to evaluate the total costs. Please compare the performance of supplier A on every item
to the performance of less preferred alternative supplier B in terms of following attributes.
Please select only one answer for each question by marking “v” before your choice of the
answer. The rating begins from 1 (the extent of spent money on supplier A is much
lower)........... 5 (the extent of spent money on supplier A is much higher).

1 = the extent of spent money on supplier A is much lower
2 = the extent of spent money on supplier A is lower
3 = the extent of spent money on supplier A and B3 are similar
4 = the extent of spent money on supplier A is higher
5 = the extent of spent money on supplier A is much higher
11. Please rate your company’s expense of the yarn in terms of ihe extent of money

(RMB) expending in inventory carrying, such as capital cost, storage space costs,

warehousing cost, etc.

1 2 3 4 5
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12.

Please rate your company’s expense of the yarn in terms of the extent of money

(RMB) expending in moving yarn from suppliers to your company.

1 2 3 4 _b

13. Please rate your company’s expense of the yarn in terms of the extent of money
(RMB) expending in order processing, such as order transmittal, order
certification, order handle, information systems cost, efc.

1 2 3 _4 -

14. Please rate your company’s expense of the yarn in terms of the extent of money
(RMB) expending in backorder, which occurs when the supplier is lack of
inventory, your company has to wait until the order is filled.

. 2 \l 3 _ 4 _5

15. Please rate your company’s expense of the yarn in terms of the extent of money
(RMB) expending in inspecting the received yarn.

1 _2 3 24 _.0

16. Please rate your company’s expense of the yarn in terms of the extent of money
(RMB) expending in rework, which is the process of correcting a defect or
deficiency in the yarn.

o _2 y 3 4 5

17. Please rate your company’s expense of the yarn in terms of the extent of money
(RMB) expending in scrap yara.,

1 2 _3 4 5

18. Please rate your company’s expense of the yarn in terms of the extent of money
(RMB/Ton} expending in purchasing yarn.

1 _ 2 3 A4 )
Part 4

The purpose of the part is to measure buyer/supplier relationship, which includes

buyer/supplier cooperation and buyer dependence on the supplier. Each variable is

evaluated by some items. Based on the situation, please select an answer for each

question.
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Section 1

In this section, buyer/supplier cooperation is measured on six sentiments. you

have developed general feeling about business relationships with supplier A. Please

indicate the degree to which the following feelings or actions characterize your company’

relationships with supplier A. Please select only one answer for each question by marking

“* before your choice of the answer. The rating begins from 1 (buyer/supplier

cooperation is very low)........... 5 (buyer/supplier cooperation is very high).

19.

20.

21

22,

23.

I = buyer/supplier cooperation is very low

2 = buyer/supplier cooperation is low

3 = buyer/supplicr cooperation is not high and not low
4 = buyer/supplier cooperation is high

5 = buyer/supplier cooperation is very high

Please identify the level of buyer/supplier cooperation based on the degree of
having consistent comment on such objectives as purchasing price, qualily
qualification rate, etc by your company and the supplier.

1 2 3 4 _h

Please identify the level of buyer/supplier cooperation based on the mutual

respect between your company and the supplier.

1 o 2 3 4 5

Please identify the level of buyer/supplier cooperation based on the degree of the
coordinating about low to solve the problems facing by your company and the

supplier.

i 2 3 4 5

Please identify the level of buyer/supplier cooperation based on trust between
your company and the supplier each other.

1 2 _3 4 5

Please identify the level of buyer/supplier cooperation based on business
communication related to product quality, cost and so on between your company

and the supplier.
1 2 3 4 5

70



24, Please identify the level of buyer/supplier cooperation based on cooperative work

as a team between your company and the supplier.
1 _2 _3 4 5

Section 2
There are two questions, which are used to measure the buyer dependence on its

supplier in the section. Please identify the level of the following two items based on your
company’s situation and select only one answer in each question by marking “V” before
your choice of the answer. The rating begins from 1 (the buyer dependence on its
supplies is very low)........... 5 (the buyer dependence on its supplies is very high).

1 = the buyer dependence on its supplies 1s very low

2 = the buyer dependence on its supplies is low

3 = the buyer dependence on its supplies is between high and low

4 = the buyer dependence on its supplies is high

5 =the buyer dependence on its supplies is very high

25. Please identify the level of difficulty in replacing current supplier in terms of
handling the contact with current supplier, seeking potential qualified suppliers,
efc.

1 2 3 4 5

26. Please identify the degree of expense in replacing current supplier in terms of the
extent of money (RMB) expending in switching costs.
i 2 3 4 5
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Appendix B

(List of Target Company)
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List of Target Companies

TR IX R T AT
7

Ningbo Dehong Knitting Trade & Indusiry
Co.,LTD

U ARHE G T PR

Ningbo Dongwang Knitting Finality
Co. LTD

T SRS

Ningbo Shenyong Knitting Joint Operation
Company

TR T R

Jiangdong Ningying Knitting Factory

TR ERHE

Ningbo HuaFu Kintting Factory

O i [P o

e TR SV IR 4 )

Haishu Xingtai Knitting Co., L.'TD

WG T ki)

Haishu Kanitting Technology Weaving
Co.,.LTD

TWH SR AR

Ningho Yongnan Knitting Co.,LTD

TLARTEAR IR U IR 24 W

Jiangdong Yinger Knitting Co.,LTD

T WIS

10 Ningbo Mingda Knitting Co,,LTD
11 | THEE DAL Ningbo Chuji Knitting Co.,L.TD
12 | TBORBX SR STE I AT | Ningbo Danfeng Needle Textile Co., LTD
13 | T BB FHEETEUH PR 2 A Ningbo Danfeng Knitting Co.,LTD
TR I 0 PR R B Ningbo Weike Group Needle Textle
W | G5 ] Co.LTD
TR A Sy A PR A T Ningbo Weike Group Zhedong Knitiing
165 | A48 Factory
TR R B2 1 Nin gbo Weike JYinghua Group Needle
16 | wlEl 454y 47 Textile Corpoartion
17 | TSR R IR Ningbo Ruixiang Knitting Co,,LTD
18 | T BB 2 Ningbo Xinhua Knitwear Factory
Haishu Xinxin Technology Knitwear
19 1 HpIE RS | EAE Factory
T AR T [ 912 A TR
20 | A\ ] Ningbo Ningmin Needle Textile Co.,.TD
Jiangdong Zhongshang Needle Textile
21 | ILAHH T B4R PR A Co.,LTD
29 | VLR IRk ET 2 A7 L2 ) Haishu Tongxin Knitwear Co.,LTD
23 | T H R A Ningbo Needle Textile Co.,LTD
24 | R L CHRREM AU IR 2 7] Haishu Aifeite Needle Textile Co.,.LTD
25 | T EAWE A R Ningbo Aite Needle Textile Co.,LTD
26 | TR SIEUHRAT | Ningbo Hailun Needle Textile Co.,LTD
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27 Ningbo Huiduo Knitwear Co, ,LTD

28 | ILAR 7 Jk SUE G R~ ) Jiangdong Fangxin Weaving Co.,.LTD

29 | TN FLUER IR & ) Ningbo Xingfeng Weaving Co. LTD

30 | ILABE ML) Jiangdong Rongxin Weaving Factory

31 | ARG Jiangdong Hexin Weaving Factory

32 | MgV R LR Haishu Yonglong Textile Factory

TUWAERRERAREIRZ | Ningbo Weike Jinghua Group Bedspread

33 | wIRB] Factory

34 | TSR SUEH WA Ningbo Huisheng Weaving Co.,LTD

36 | THT KB GG A Ningbo Xindachang Weaving Co.,1.TD

36 | VAL LR EUE R 44 H) Jiangbei Jiutian Textile Co.,LTD

37 | TBIFRKBMNGRAMAA | Ningbo Qiming Textile Co, L TD

38 | T PRI EAE PR A Ningbo Zhongli Textile Co.,LTD

39 | TG (JMR) SEFTEPR A H | Ningbo Textile Group Co.,.LTD

40 | TN E YRR B A Ningbo Hefeng Textile Group Corporation

41 | TR ENYSH R A Ningbo Qiaotaixing Textile Co.,LTD
Ningbo Light Textile Joint-Stock

42 | TR LTy R 4 H Corporation

43 | TR EGHFRAF Ningbo Taifeng Textile Co.,L.TD

44 | TR IA 4 2 R A Ningbo Telimong Textile Co.,LTD

45 | VEERW A4 R A TR 4y ) Jiangdong Zhedong Textile Co.,L.TD

46 | TR YR H R A 7 Ningbo Haitian Textile Co. LTD

A7 | LARIFE YR A PR ) Jiangdong Feinuo Texlile Co.,LTD

48 | T EFE LA R AR Ningbo Shengfeng Textile Co.,LTD

49 | ERM B E LA R s A Yinzhou Yingfeng Textile Co.,LTD

50 | TR AR G A Ningbo Yufeng Light Textile Co.,LTD

51 | VLR L 206 R4 7 Jiangdong Fuxing Textile Co.,LTD
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Appendix C

(Results of Data Analysis)
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Tests of Normality

Kalmogorov-Smirnov(a) Shapiro-Wilk
Staistic | & | Sig Stafisic | & | Sig.
quality 165 | 26 | 067 925 26 F 059
costs 089 | 26| 20009 981 26 885
cooperation 153 | 2 118 955 26 308
depend 126 | 261 2000 | 967 26 | 545

* This is a lower bound of the true significance.
a Lilliefors Significance Correction
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Group Statistics

Sid. Error
strategy N Mean | Std. Deviation Mean
quality single sourcing 186 3.7504 .33097 08274
sole sourcing 10 3.2150 46385 14671
costs singie sourcing 16 | 3.5125 70306 47899
sole sourcing 10 3.7280 .33855 10706
cooperation singie sourcing 16 3.8375 32316 .0807¢
sole sourcing 10 3.5510 49061 15514
depend single sourcing 16 25625 i 89791 24048
sole sourcing 10 3.4000 [ 51640 46330
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Independent Sampiles Test

Levene's Test for
Equality of Variances i-test for Equality of Means ‘
‘ 85% Confidence Interval
of the Difference
Mean Std. Error
F Sig { df Sig. (2-tailed) Difference Difference Lower Upper
quality Equal variances . _
assumed 454 507 3.496 24 .002 54438 .15570 22303 86572
Equal variances
not assumed 3.232 14.741 006 54438 16844 18481 90394
costs Equal variances
assumed 5.844 024 -900 24 377 -.21850 .23941 -.70961 27861
Equal variances R
cooperafion Equal variances
assumed 1.385 .249 2.431 24 023 38650 15898 05838 71462
Egual variances .
depend Equal variances ’
P agsumed 3.340 .080 2.444 24 022 -.83750 34262 -1.54464 -.13036

83






	Cover and Title Page
	Abstract
	Acknowledgement
	Table of Contents
	List of Table
	List of Figure
	Chapter 1 :  Introduction
	Chapter 2 :  Literature Review
	Chapter 3 :  Research Framework
	Chapter 4 :  Research Methodology
	Chapter 5 :  Data Analysis
	Chapter 6 :  Conclusion and Recommendation
	Bibliography
	Appendix : A
	Appendix : B
	Appendix : C



