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ABSTRACT

This study examined the effect of quality management practices on purchasing
performance and competitive advantage. The data were collected through questionnaires
consisting of 152 manufacturing companies in West Java, by using purposive sampling
method. The hypotheses were tested by using Structural Equation Modeling (SEM.)

The results indicate that quality management practices in purchasing had significant
influence on purchasing performance, while quality performance had also significant
influance on competitive advantage. Another finding was that quality management
practices in purchasing had significant influence on the quality performance mediated by

purchasing performance.
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performance, competitive advantage

INTRODUCTION

Competitive advantage is a key to success
for companies to win the competition. One of
the ways to create competitive advantage is by
applying supply chain  management
(Hemsworth, et. al, 2005). Supply chain
management is a holistic approach system in
managing the total information flow,
materials, and services from the raw supplier
to the factory and warehouse, transformation
process from certain number of inputs to result
in outputs until marketing the outputs to
consumers (Chase, et al., 2000).

Gaither & Frazier (2002) state that there
are four important activities in supply chain

management, i.e. purchasing, logistics, ware-
housing, and expedition. As one of the
important part of supply chain management,
purchasing must be efficiently managed. One
of the reasons for this conduct is that the
amount of investment for the raw materials
purchasing is great. Gaither & Frazier (2002)
state that around 60% of the selling results of
manufacture companies is used to pay the
purchase of raw materials. The results of
selling manufacture companies are used to
purchase raw materials. The significant role of
raw material purchasing encourages some
researchers to conduct their researches in
concern with raw materials purchasing.
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The research of Ahire et al., (1996) shows
that quality management strategy is positively
influential on the quality of the company’s
product. A research conducted by Terziovski
& Samson (1999) brings similar result that the
practice of purchasing quality has positive and
significant influence on business and operation
performances. This result is in line with that of
Douglas & Judge, Jr. (2001) in that it
concludes that there is a relation between the
implementation of total quality management
(TQM) and the performance of organization
moderated by organization structure.

However, some researches on the pur-
chasing role in concerned with the company
performance show contradictory outcomes.
Some researches show that there is a relation
between purchasing and the company perfor-
mance (Carter & Narasimhan, 1996a; Das &
Narasimhan 2000). Séanchez-Rodriguez &
Hemsworth  (2005) conclude that the
implementation of quality management prac-
tices in purchasing is influential towards
purchasing and company performances
mediated by  purchasing  performance.
Somehow, some other researches show that
purchasing does not have influence towards
company performance when measured by
using market share (Russel & Taylor, 2000;
Narasimhan, et al., 2001).

The important role of purchasing towards
the performance of company and the existence
of some contradictory results of certain
researches have encouraged the writer to
conduct a further research to test the influence
of applying quality management on the
purchasing performance and competitive
advantage.

Problem Formulation

Based on the previously mentioned
background, the problem is formulated as
follows: is the implementation of quality
management influential towards purchasing
performance and competitive advantage of the
company?
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Resear ch Objectives
The objectives of this research are to:

1. analyze the influence of applying quality
management in purchasing towards pur-
chasing performance,

2. analyze the influence of purchasing perfor-
mance towards quality performance,

3. analyze the influence of applying quality
management in purchasing towards pur-
chasing performance mediated by purchas-
ing performance,

4. analyze the influence of quality perfor-
mance towards competitive advantage of
the company.

Theorethical Framework and Hypothesis
Development

1. The Influence Of Applying Quality Mana-
gement In Purchasing Towards Purchasing
Performance

Carter & Narasimhan (1996b) state that
the focus of purchasing will transfer through
functional borders to manage the relationship
with other functional units related to other
parties within supply chain management.
Furthermore, Carter & Narasimhan assert that
due to the increasing strategic function of
purchasing, thus purchasing plays important
roles in strategic management for the activities
linked to cost.

The research of Sanchez-Rodriguez &
Hemsworth (2005) concludes that the imple-
mentation of quality management in
purchasing has positive influence towards
purchasing performance. The result of that
research shows that the company applying
quality management in purchasing will
improve the purchasing performance. The
variables of purchasing quality management
that are influential towards the improvement
of purchasing performance are, for instances,
the conformity of the purchased materials, a
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better accuration of the suppliers in their
delivery, and the fulfilment of material need.

HIi: The implementation of quality mana-
gement has positive influence towards
purchasing performance.

2. The Influence of Purchasing Performance
towards Quality Performance

According to Van Weele (2002) the
improvement of purchasing performance will
result in added values for purchasing depart-
ment, and it subsequently give added values to
the company. Those added values cover up a
better decision making, better communication,
better motivation, and realistic planning. The
purchasing performance within this research is
measured based on the quality of the
purchased materials, punctual delivery, actual
material cost compared to target cost, and the
achievement level of stocks goal (Sanchez-
Rodriguez & Hemsworth, 2005).

Purchasing performance relating to
materials quality is influential towards product
quality. Some researces assume that 50% of
the problems of manufactures’ product quality
is caused by some impairment of the pur-
chased materials (Crosby, 1984). This result in
purchasing decision that greatly affects the
quality of the end product and business
performance as a whole. The execution of
quality management in purchasing is expected
to improve the purchasing performance that is
shown through the more increasing materials
quality and delivery punctuality. Materials
quality and delivery punctuality is influential
towards quality performance that is shown
through the more increasing quality of the end
product (Dow, et al., 1999).

H2: Purchasing performance has positive
influence towards quality performance.
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3. The influence of Quality Management in
purchasing towards Quality Performance.

The implementation of quality mana-
gement in a company is basically aimed to
improve the quality of production process and
the quality of manufacture company product.
Fynes & Voss (2001) state that during the last
few years many practitioners and acade-
micians identify that quality is the source of
competitive advantage. The relationship
between quality practices and superior quality
results is a basic element of the whole concept
of quality management (Dow, Samson, &
Ford, 1999).

Ahire & Drayfus (2000) state that product
quality passing through internal reliability test
must be connected to the customers’ expe-
rience in consuming the product. Performance
and product reliability must also relate to
external quality that becomes the customers
satisfaction indicators such as complaint and
assurance. This research uses quality perfor-
mance once applied by Maiga & Jacobs
(2005). This measurement consists of: (1)
scrap, (2) rework, (3) defect, (4) product
reliability.

Carter & Narasimhan (1994) test the
implementation of quality management in
purchasing by observing a wider implemen-
tation of quality management in purchasing,
including the necessity to manage people in
purchasing based on the quality, the need to
improve the coordination between purchasing
and other functional divisions, the commit-
ment of the management towards quality and
benchmarking in purchasing. The implemen-
tation of quality management in organization
is expected to improve the whole process in
organization so that the organization
performance will increase.

The research of Sanchez-Rodriguez &
Hemsworth (2005) shows a result that the
implementation of quality management in
purchasing is positively influential towards
business performance mediated by purchasing
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performance. According to Menurut Dow,
Samson, & Ford (1999), the relationship
between quality practices and superior quality
results is a basic element of the concept of
quality management. Therefore, the imple-
mentation of quality management in pur-
chasing is expected to influence the product
quality. The implementation of quality
management in purchasing will influence
purchasing performance and purchasing
performance will influence organization
performance that can be measured through the
quality factor.

H3: The implementation of quality mana-
gement in purchasing is positively
influential towards quality performance
mediated by purchasing performance.

4. The Influence of Quality Performance
towards Competitive Advantage

There can be a competitive advantage
when there is a balance between company’s
distinctive competency and critical factors to
succeed in competition. A competitive advan-
tage can be achieved when a company applies
a low cost strategy that makes it possible to
offer a lower price of the product compared to
those of its competitors. A competitive advan-
tage can also be created through producing
better qualified products than those of the
competitors. Besides, a company may apply
product differentiation strategy as it advantage
in competition. The application of product
differentiation strategy is directed to create
perception among customers concerning the
distinctive competency of a certain product
(Porter, 1985).

In their research, Flynn, et al., (1995) used
some standards of competitive advantage for
instances: manufacturing cost per unit,
flexibility of changing the product volume,
delivery speed, stocks turn-over, and cycle
time. The research of Flynn, Schroeder, &
Sakakibara (1995), brings a result that quality
performance is positively influential towards
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competitive advantage. In global competition,
the reduction of product life cycles, techno-
logy transfer time, and consumers’ demand
flux boost industries to compete. A success in
competition is proven through the ability of
the company to obtain competitive advantage.
A company is supposed to be able to develop
competitive strategy based on the market
demands. Quality improvement, for many
companies, is a strategic key to achievie dis-
tinctive performance. A distinctive perfor-
mance will not be achieved when a company
fails in creating a harmony between its com-
petitive strategy and market demands (Beal &
Lockamy, 1999).

H4: Quality performance is positively in-
fluential towards competitive advantage.

Based on the formulated hypothesis
above, the research model can be illustrated as
follows Figure 1.

RESEARCH METHODOLOGY

1. Population and Samples

The population of this research is all
manufacturing companies running in West
Java Province. The area is chosen due to the
data from Capital Investment Coordination
Agency (BKPM) stating that almost 60% of
manufacturing industries is located in West
Java.

The samples are big companies in which
they are measured in accordance with the
amount of the work force based on
Manufacture Industry Directory issued by
Statistic Agency of West Java Province in
2006. These samples are selected by using
purposive sampling method.

2. Method of Collecting Data

The method used for collecting data is
doing a survey by sending questionaires to
respondents already fixedly selected and by
directly visiting companies. The respondents
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—»| SQM
—>| PM
~LE MaS:;mem Purchasing Quality Competitive
in purchasing / performance performance advantage
—>»| Ql ¥
> QM
—>| BM
Note:

SQM — Supplier Quality Management
PM — Personnel Management
IFC — Inter-Function Coordination

QI — Quality Information
QM - Quality Management
BM - Benchmarking

Figure 1. Research Model
Adapted from Sanchez-Rodriguez & Hemsworth (2005);
Flynn, Schroeder, & Sakakibara (1995)

consist of general managers and purchasing
managers. There are 527 sets of questionnaires
sent via mails to respondents. Each set consists
of a questionnaire for General Manager and
another one for Purchasing Manager. There
are 153 sets of questionnaires directly
delivered to respondents.

Of the 527 sets of questionnaires sent via
mails, the response rate is 15,94%. The ones
directly delivered have response rate of 44,4%.
According to Neuman (2000) a mail survey
having response rate of 10% up to 50% is
considered valid.

3. Method of Analysis

To test those four hypotheses, there are
four variables used: quality management in
purchasing (QMP), purchasing performance
(PP), quality performance (QP), and compe-
titive advantage (CA).

QMP is a variable consisting of some
dimensions i.e. supplier quality management
(SQM), personnel management (PM), inter-
functions coordination (IFC), quality infor-

mation (QI), commitment management (CM),
and benchmarking (BM). The questions are
broken down into 29 items for QMP, 6 items
for PP, 4 items for QP, and 5 items for CA.
Each item is measured by using five-point
Likert scales starting from score 1 for most
disagree up to score 5 for most agree.

Before making hypotheses testing, some
tests are conducted in prior:

a. Non-Response Bias Test

Non-response bias with t-test is carried
out to find out whether there is a difference in
the answers between the respondents of mail
survey and those directly visited. The result
shows that the significant value of each
variable is bigger than 0.05. (sig > 0.05), thus,
in the following data processing all those
questionnaires of both mail and visitation are
combined.

b. Validity Test

This test wuses confirmatory factor
analysis. The result shows that all items have
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factor loading bigger than 0.40 and are
significant within significance level of 5%.
The rule of thumb, the accepted score of factor
loading of >+0.4, can firmly measure construct
(Hair et al., 2006). Factor analysis on the
question items are performed two times. The
first step is by involving all of the items to be
analized. As the outcome of this step, 8 items
of questions are dropped out. The second step
is performed without involving the 8 dumped
items. The result shows that all items are valid.

c. Reliability Test

Reliability testing for each construct is
carried out using Cronbach Alpha coefficient
value and item-to-total correlation useful for
convalescing measurement and eliminating
items whose presence lessens Cronbach
Alpha. The result of Reliability test is
displayed in the following Table 1.

4. Hypothesis Testing Assumption Using
SEM Approach
Some assumptions must be fulfilled before
performing structural model testing by using
SEM approach:
a. Sample Size Assumption

The size of the samples in this research
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condition for samples size. Hair et al. (2006)
states that the number of samples to meet in
accordance with SEM model is minimally 100
or 5 times of the estimated parameters.

b. Normality Assumption

The test result shows that the value of
critical ratio for skewness and curtosis
demonstrate that there are more values smaller
than £ 2.33 (CR < + 2.33). This means normal
value. The value of C.R both skewness and
curtosis adequately fulfils the normality
assumption data on the level a = 0.01, thus the
data are normally distributed.

¢. Outliers Assumption

The number of variables used in this
research is 19 variables. When the value of
mahalanobis distance squared is bigger than y*
(19, 0.001) = 43.820, this value is outliers
multivariate. Based on the criteria of the value
of mahalanobis distance squared, there are 2
outliers i.e. observation number 83 and 75.
However, those 2 outliers are not considered
extreme values differentiating from other
observations. Hence, they are not dropped out
considering that the release will even decrease
the value of goodness-of fit. Therefore, there
are still 152 samples used.

covers 152 data, fulfilling the required
Table 1. Result of Reliability Test
No. Variables Cronbach Alpha Note
1 Supplier Quality Management (SQP) 0.9071 Reliable
2 Personnel Management (PM) 0.8808 Reliable
3 Inter-Functions Coordination (IFC) 0.7552 Reliable
4 Quality Information (QI) 0.8536 Reliable
5 Commitment Management (CM) 0.8036 Reliable
6 Benchmarking (BM) 0.7506 Reliable
7 Purchasing Performance (PP) 0.7836 Reliable
8 Quality Performance (QP) 0.8720 Reliable
9 Competitive Advantage (KK) 0.8616 Reliable

Source: Processed Primary Data
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d. Goodness-of Fit Assumption

Evaluation of goodness-of fit value shows
that there is congruity on the value of RMSEA
and CMIN/DF. On the other hand, the values
of GFI, AGFI, NFI, TLL, and CFI show
marginal congruity.

Next, hypothesis testing is conducted by
examining  whether  coefficient  path
(regression weight estimate) connecting the
hypothesized construct is significant on the
significance level of 0.05 and critical ratio
value >+1.654 (one tailed). Table 2 demons-
trates that all inter-constructs relationship is
significant resulting in the support to the
fourth hypothesis.

Seen from that structural model testing, it
can be inferred that inter-constructs influence
is significant. The strongest influence is the
one of quality performance towards compe-
titive advantage having the biggest C.R. value
of 4.447. The weakest influence is the one of
quality management in purchasing towards
quality performance having C.R. of 2.796. The
congruity value of structural model is then
accepted.
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ANALYSIS

1. The influence of implementing quality
management in purchasing towards
purchasing performance.

The result of hypothesis testing in table 2
shows that the implementation of quality
management is positively influential with
coefficient C.R=3.713 and significant on
0=0.05 (one tailed). Thus, hypothesis H1
saying that the implementation of quality
management in purchasing is positively
influential towards purchasing performance is
proven.

This finding is consistent with the
research conducted by Sanchez-Rodriguez &
Hemsworth (2005) showing the result that
quality management practices to the function
of purchasing is positively influential towards
purchasing performance and at the same time
is in accordance with the result of the research
conducted by Sanchez-Rodriguez & Martinez-
Lorente (2004). This good purchasing perfor-
mance is shown by the more improving
materials quality, punctual materials delivery,
efficient materials cost, and a good stocks
performance.

Source: Author’s own classification.

—>| PQM
—>»| PM
—»| IFC l
Mag:geltrr):ent Purchasing Quality Competitive
\ i purchasing / performance performance advantage
—»| Ql f
—»| QM
—>»| BM

Figure 2. Evaluation Result of Causality Relationship
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Table 2. Structural Regression Weight Model
Unstandardized C.R  Standardized
Estimate Estimate

Purchasing Quality Management — purchasing 1.437 3.713 % 0.736
Performance

Purchasing Quality Management — Quality 0.936 2.796 * 0.614
Performance

Purchasing Performance — Quality Performance 0.421 3.159 * 0.538
Quality Performance — Competitive Advantage 0.730 4.447 * 0.490

Chi Square () = 243.608
GFI = 0.863

RMSEA = 0.065

AGFI = 0.824

TLI = 0.857

NFI =0.741

CFI=0.876

CMIN/DF=1.646

Source: Primary Data Processed

2. The influence of purchasing perfor-
mance towar ds quality performance

The causality relationship in Table 2
demonstrates that the relationship has positive
coefficient (C.R. = 3.159) and significant on
0=0,05 (one tailed) and at the time agrees with
the findings of Sanchez-Rodriguez &
Hemsworth (2005). The success of purchasing
is in line with materials quality and is also in
line with product quality because materials are
the sources production process having direct
impact to product quality. Some writers
estimate that 50% of quality problem in
manufacture is caused by the purchased
materials’ defects (Crosby, 1984). This brings
a consequence on a great influence of the
decision on purchasing towards the end
product quality and business performance as a
whole.

This finding corresponds to the result of
the research performed by Das & Narasimhan
(2000). They observed purchasing competency
and company performance. The result of the
research shows that purchasing competency is
positively influential towards manufacture
performance. This also agrees with the

findings of Carr & Pearson (2002) having a
result that purchasing/supplier involvement is
positively connected with purchasing strategy
and that purchasing strategy is positively
connected with company’s financial perfor-
mance.

Dow, Samson, & Ford (1999) declared
that the relationship between quality mana-
gement practices and superior quality result is
a basic element of the concept of quality
management. The implementation of quality
management in purchasing is expected to
improve purchasing performance by having a
better materials quality and a more punctual
delivery. Appropriate material quality and
punctual delivery will influence the quality
performance in the form of the increasing
product quality and the whole production
process.

3. The influence of the implementation of
quality management in purchasing
towards quality performance mediated
by purchasing performance

The causality relationship in Table 2
demonstrates that direct relationship between
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the construct of quality management in pur-
chasing and quality performance has positive
coefficient (C.R.=2.796) and significant on
a=0.05 (one tailed). There is also a significant
relationship between quality management in
purchasing and purchasing performance, and
between purchasing performance and quality
performance. It means that not only does
influence through mediation variable exist but
there is also direct influence in which it brings
a consequence that hypothesis 3 then is not
completely proven.

The finding demonstrating the presence of
the influence of the implementation of quality
management in purchasing towards perfor-
mance mediated by purchasing performance
consistently correspond to the research result
of Sanchez-Rodriguez & Hemsworth (2005).
The implementation of quality management in
purchasing can increase the purchasing
performance and this is measured from the
quality of the purchased materials, punctual
delivery, actual material cost compared to
target cost, and the achievement level of
stocks goal. This improving purchasing
performance will subsequently influence the
quality performance.

The influence of the implementation of
quality management in purchasing towards
quality performance directly shows a result
that consistently agrees with the result of the
research conducted by Ferdows & Demeyer
(1990); Prajogo & Sohal (2003), and Ferdows
& Demeyer (1990) found a direct influence of
the implementation of quality management
towards quality performance. The commit-
ment of the company to achieve quality will
result in the improvement of delivery
performance and the cost decrease in the long
run. Quality management does not only help
enhance product quality but also lessen scrap,
rework, and accumulation of stocks because of
stable production process. This, in turn, will
shrink production cost and working time.
Therefore, time reduction will increase
delivery performance so that the implemen-
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tation of quality management will also help
increase flexibility.

4. The influence of quality performance
towar ds competitive advantage.

The causality relationship in Table 2
shows that the relationship has positive
coefficient (C.R.=4.447) and significant on
0=0.05 (one tailed). Consequently, H4 stating
that quality performance is positively
influential towards competitive advantage is
true.

This is consistently along the line with the
research of Flynn, Schroeder, & Sakakibara
(1995) which found positive influence of
quality performance towards competitive
advantage. This means that product quality
improvement is a major pillar for the achieve-
ment of competitive advantage. Quality
improvement, for many companies, is a
strategic key to achieve distinctive perfor-
mance (Fynes & Voss, 2001). Moreover,
Fynes & Voss (2001) declared that even-
though quality is often considered as the
source of competitive advantage, many com-
panies  fail in  implementing quality
management.

CONCLUSION AND DISCUSSION

1. Conclusion

The result of this research shows that there
is a positive influence of the implementation
of quality management in purchasing towards
purchasing performance. Furthermore, it is
proven that purchasing performance has an
influence towards quality performance.
Besides, this research demonstrates the
presence of influence of the implementation of
quality management in purchasing either
directly or mediated by purchasing perfor-
mance. The analysis shows that there is an
influence of quality performance on
competitive advantage.
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The implementation of quality mana-
gement in purchasing has proven that it has an
influence on purchasing performance. This
furthermore shows that an improvement of the
implementation of quality management in
purchasing will increase purchasing perfor-
mance. Companies implementing quality
management in purchasing will have good
purchasing performance.

Purchasing performance has proven that it
has an influence on quality performance. The
improvement of purchasing performance can
be shown through the getting better materials
quality and punctual delivery. Appropriate
material quality and punctual delivery will
influence the quality performance in the form
of the increasing product quality and the
whole production process.

The implementation of quality manage-
ment in purchasing has proven that it has an
influence on quality performance either direc-
tly or mediated by purchasing performance.
The company’s commitment to achieve
quality will result in delivery performance,
cost decrease in the long run, flexibility
increase, and better work force empowerment
that will subsequently improve the product
quality.

It is proven that quality performance is
influential towards competitive advantage.
This shows that product quality improvement
is the main pillar for achieving competitive
advantage. Quality improvement, for many
companies, is a strategic key to achieving
distinctive performance.

2. Managerial Implication

This research has put forward a result
demonstrating that there is an influence of the
implementation of quality management in
purchasing on purchasing performance. The
implementation of quality management in
purchasing is expected to improve the process
in purchasing in that it will also consequently
improve the purchasing performance. The
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implementation of quality management in
purchasing has proven that it is influential
towards quality performance. The function of
purchasing that is well managed through the
implementation of quality management will
elevate the quality performance. In accordance
with it, companies are supposed to make some
strategies to increase their performances
through a continuous effort in implementing
quality management thoroughly.

3. Research Implication

This research is expected to give impli-
cation to the next researches. Next researches
may apply some other performance measure-
ments, for instance by adding marketing
performance concerning market share growth
to see the influence of qm on the whole
business performance. Besides, this research
merely tests the influence of the implemen-
tation of quality management in purchasing
without observing how long the company has
established this quality management. It is
suggested here that the next research may
include time variable such as the length of
time a company implementing quality mana-
gement.

This research got the samples from only
manufacture companies in West Java and
merely specified on certain industry. The next
research is expected to obtain samples from
other areas or even wider areas so that it can
really depict industries in Indonesia.
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