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ABSTRACT

This research is dealing with the criteria used for vendor performance
evaluation in Fishing Reel manufacturing industry. The main objective is to identify
the best practice for vendor performance evaluation, investigate the differences
between vendor selection criteria and vendor performance evaluation criteria. In
addition, this research intended to develop the ideal vendor performance evaluation
model and Vendor Performance Evaluation Database System (VPEDS) to enhance
the existing vendor performance evaluation. Hence, research questions were design
to obtain the appropriate response to meet the research objective. This research is
done on Shimano Components (Malaysia) Sdn. Bhd, Pekan Nanas. Questionnaire is
used to collect the primary data. The research methodologies used include the Mean
comparison analysis, Factor Analysis, Paired T-Test, Regression Analysis, and
Microsoft Access. Mean comparison analysis is used to perform mean score analysis
for each criterion of vendor performance evaluation. Meanwhile, the best practice for
vendor performance evaluation is identified by using factor analysis. Paired T-Test
is used to identify the differences between vendor selection criteria and vendor
performance evaluation criteria. Regression analysis is used for ideal modeling
development. Eventually, Microsoft Access is used for the Vendor Performance
Evaluation Database System (VPEDS) development. As a conclusion, the best
practices for vendor performance evaluation in Fishing Reel industry are quality,
delivery and claims. The research findings also show that there are no different
between vendor selection criteria and vendor performance evaluation criteria. The
only differences between vendor selection and vendor performance evaluation is the

timing of the vendor performance captured.
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ABSTRAK

Kajian ini berkaitan dengan ciri-ciri yang digunakan untuk menilaikan
prestasi pembekal dalam industri pembuatan alat memancing. Objektif utama bagi
kajian ini adalah untuk mengenalpasti praktis terbaik bagi penilaian prestasi
pembekal dan perbezaan di antara ciri-ciri pemilihan pembekal dengan ciri-ciri
penilaian prestasi pembekal. Tambahan pula, model penilaian prestasi pembekal
yang unggul dibentuk dan sistem penilaian prestasi pembekal yang berbentuk
pankalan data dihasilkan bertujuan untuk membaiki sistem penilaian prestasi
pembekal yang sedia ada sekarang. Dengan itu, soalan-soalan kajian telah direka
untuk menjawab persoalan-persoalan yang bersesuaian dengan kajian ini. Kajian ini
dijalankan di Shimano Components (Malaysia) Sdn. Bhd., Pekan Nanas. Soal selidik
merupakan cara yang digunakan dalam kajian ini untuk mendapatkan data primer.
Kaedah-kaedah penyelidikan yang digunakan termasuklah ujian perbandingan min,
ujian faktor analisis, ujian pasangan T, regresi analisis dan Microsoft Access. Ujian
perbandingan min digunakan untuk membandingkan tahap min bagi setiap ciri yang
terdapat dalam penilain prestasi pembekal. Manakala, praktis terbaik bagi penilaian
prestasi pembekal boleh ditentukan dengan menggunakan ujian faktor analisis. Ujian
pasangan T digunakan untuk mengenalpastikan perbezaan di antara ciri-ciri
pemilihan pembekal dengan ciri-ciri penilaian prestasi pembekal. Model penilaian
prestasi pembekal yang unggul direka dengan mengunakan regresi analisis dan
Microsoft Access digunakan untuk pembentukkan sistem penilaian prestasi
pembekal yang derdasarkan pangkalan data (VPEDS). Kesimpulannya, praktis
terbaik bagi penilaian prestasi pembekal dalam kajian ini 1alah quality, penghantaran
dan tuntutan. Selain itu, kajian ini juga menunjukkan tidak ada perbezaan di antara
ciri-ciri pemilihan pembekal dengan ciri-ciri penilaian prestasi pembekal. Perbezaan

yang wujud sebenar adalah tempoh prestasi pembekal dinilai.
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CHAPTER 1

INTRODUCTION

1.1 Introduction

Outsourcing is the practice of using outside firms to handle work normally
performed within a company. It is a familiar concept to many entrepreneurs. Small
companies routinely outsource their payroll processing, accounting, distribution, and
many other important functions commonly because they have no other choice. Many
large companies turn to outsourcing to cut costs. In response, entire industries have

evolved to serve companies outsourcing needs (All Business, 2008).

Nowadays, outsourcing is critical for the success of contemporary companies
in the current competitive marketplace, and thus, vendor selection at this moment is
an important process as new products development (Lakey, 2005). In addition, the
project management methodologies have also emphasized the working relationship
with external organization such as suppliers. Outsourcing has become a major trend
because it allows companies to bring their products and services to the market faster
and often at a more competitive price. Therefore, external partnership can become
beneficial for both the vendor and customer (Kerzner, 2006). Bolch (2007) has

recently stated that cost is no longer one of the top benefits of outsourcing. In fact,



many of the companies are now looking at strategic value and speed to market as the

primary benefits of outsourcing.

The foremost expectation is the vendor’s commitment to deliver a quality
product or service. There includes all aspects of delivery, such as providing quality
customer service, excellent support and a high degree of responsiveness. Vendor
commitment is also demonstrated through a combination of customer focus, trust and
other relationship-based elements geared to helping a customer succeed. Ultimately,
the vendor management office function expects the vendor particularly strategic

vendors to be invested in the customer relationship.

Commitment also includes a vendor's demonstrated interest in working with a
customer such that each stakeholder in the relationship develops a deeper knowledge
of his respective needs and issues. This type of exchange typically leads to
relinquishing some control and forfeiting self-interest in favor of mutually
compatible objectives. In others word, vendor performance evaluation play an
important role in the vendor management too. It can be a control function to
standards for performance of people and processes are set, communicated, and
applied. As trust is developed, fears that the vendor or the customer will act

opportunistically are alleviated (Guth, 2008).

1.2 Issues and Problem Statement

A successful and valuable product produced mostly depends on the co-
operation between manufacturer and its vendor. The right vendor is one who will
meet and complement the organization’s needs from its corporate culture to long-
term future needs (Robinson and Kalakota, 2004). Vendor is the one who plays a

very important role in recent industry manufacture context.



Vendor selection decision is a complex process which complicated by the fact
of various criteria such as procurement cost, product quality, and delivery
performance. Selection of a wrong vendor or source could be enough to upset the
company’s financial and operational position. Traditionally vendors are selected on
their ability to meet the quality requirements, delivery schedule and the price offered.
However, in modern management, one needs to consider many other factors with the
aim of developing a long-term vendor relationship. Vendors are considered as the

best intangible assets of any organization (Gopalkrishnan, 1990).

The analysis of criteria for selection and measuring the performance of
vendors has been the focus of many academicians and purchasing practitioners since
the 1960's. According to those published article such as Ansari and Modarress
(1986), Benton and Krajeski (1990), Bernard (1989), Browning et al. (1983), Burton
(1988), Ellram (1990), Hahn et al. (1983), Jackson (1983), Kralijic (1983), and
Treleven (1987) as sited in Talluri and Narasimhan (2003), there are plenty of focus
on vendor selection, but a minor emphasizes will be on the vendor performance
evaluation. Dickson (1966) as sited in Weber et al. (1991) suggested: "From the
purchasing literature, it is fairly easily to abstract a list of at least 50 distinct factors
(characteristics of vendor performance) that are presented by various authors as
being meaningful to consider in a vendor selection decision". Thus, vendor
performance evaluation can be a key factor to influence the vendor selection decision

making.

The functions of vendor management cycle includes planning, organizing,
leading, and controlling - planning moves forward into all the other functions, and
controlling reaches back. Controlling is directly related to planning. The controlling
process ensures that plans are being implemented properly. Controlling is the final
link in the functional chain of management activities and brings the functions of
management cycle full circle. A management function will not run smoothly without
control (Allen, 1998). This concept applies in vendor management cycle. Vendor

performance evaluation is a control function to standards for performance of people



and processes are set, communicated, and applied. Effective control systems use

mechanisms to monitor activities and take corrective action, if necessary.

Traditionally, performance checks have been made on price, quality, and
delivery of incoming materials. However, other factors may also be relevant and
helpful in assessing the performance of vendors (Weber et al., 1991). In addition, a
clearly defined method of relating these performance factors to reflect the
relationships among them can serve the vital function of generating a measure of the
value delivered, as a means of comparing vendors and extending the value of the

purchasing dollar.

Recently there are a plenty of criteria have been used to evaluate those
vendors performance in current manufacturing industry. Meanwhile, there is also no
standard vendor performance evaluation criteria specified for any manufacturing
industry include organization in Fishing Reel manufacturing industry. By the way,
Shimano Component (Malaysia) Sdn. Bhd., Pekan Nanas which one of the multi
organization in Fishing Reel manufacturing industry realized the important of vendor
performance evaluation as a control function to a organization. But, what are the
vendor performance evaluation criteria that used in Shimano Component (Malaysia)
Sdn. Bhd? What are the best practices for vendor performance evaluation in Shimano
Component (Malaysia) Sdn. Bhd? Are the criteria of the vendor performance

evaluation almost similar with criteria of vendor selection?

Vendor performance evaluation is a crucial and time-consuming activity for
all organization in manufacturing industry includes Shimano Component (Malaysia)
Sdn. Bhd. The entire vendor performance evaluation in Shimano Component
(Malaysia) Sdn. Bhd is done by manual key system and all the report need to be
compiled one by one by using Microsoft Excel. Manual key in system in recent
competitive era will be a disadvantage because it will delay duration of project
completed and reduce productivity. Besides, extra time is needed for data

compilation during vendor performance evaluation process. Hence, how to enhance



the existing vendor performance evaluation system in Shimano Component

(Malaysia) Sdn. Bhd in terms of accuracy and speed?

1.3

1.

iii.

iv.

14

Research Objectives

The objectives of this study are as follows:

To identify the criteria of vendor selection and vendor performance

evaluation.

To identify the best practice for vendor performance evaluation.

To investigate the differences between vendor selection criteria and vendor

performance evaluation criteria.

To develop an ideal vendor performance evaluation model and Vendor

Performance Evaluation Database System (VPEDS).

Research Questions

What are the criteria of vendor selection and vendor performance evaluation?



1i. What is the best practice for vendor performance evaluation?

1il. Is there any difference between vendor selection criteria and vendor

performance evaluation criteria?

iv. How to enhance the manual system for vendor performance evaluation in

terms of accuracy and speed?

1.5  Scope of the Study

Basically, this research project focuses on determination of the best practice
for vendor performance evaluation in fishing reel manufacturing industry Malaysia.
The setting of study will be at Shimano Component (Malaysia) Sdn. Bhd., Pekan

Nanas, located in Johore.

Shimano Component (Malaysia) Sdn. Bhd is the only Fishing Reel Company
in Malaysia and the manufacturing operation started since 1986. Respondents for this
research project comprises of employees of Top Management, ISO department,
Human Resource department, Finance department, Process department, Project
department, R&D department, Quality department and Purchasing department in
Shimano Component (Malaysia) Sdn. Bhd. The study will look in-depth into the
views of employees regarding the best practice for vendor performance evaluation in

fishing reel manufacturing industry in Malaysia.



1.6 Research Justifications

This research is important for the organization to understand the significant
criteria of vendor selection and vendor performance evaluation. Identifying the
significant criteria of vendor selection and vendor performance evaluation will
provide a check list for vendor selection and vendor performance evaluation

activities that could assist the organization in better decision-making.

The significance of this study can be an important value to the company when
they are selecting and evaluating vendor performance. Therefore, the findings may
assist the organization to do the right decision in selecting the vendors and evaluate
vendor’s performance after selection. A successful outsource relationship can be
built and directly increased the organization’s competitive advantage in the market.
As a result, it may increase their ability to make better choices regarding how these

resources are employed.

On the others hand, the development system in this research might simplify
the job for the organization those still using manual system. Enhancement of the
system in vendor performance evaluation could save up the time and increase the
speed for evaluation process. These research findings can also be used as a reference
guide to assist the managers in future planning by creating a strategy to perform

better in their existing practices.

1.7  Chapters Organization

The write-up in this research comprises of five (5) main chapters including

the introduction, literature review, research methodology, data analysis and lastly the



conclusion and suggestion. These chapters are arranged and organized in such a way
so that they are inter-related consequentially among each of the topics stated as

above (Glatthorn, 1998).

Chapter 1: Introduction, discusses on the matters which are relevant to the
fundamentals of research such as topic introduction, issues and problem statement,
research aims and objectives, research scopes, research justification and the chapters
organization. The first chapter is significant in determining the “4 WH 1 H” concept

representing what, when, where, who and how.

Later, the second chapter focuses on the literature review. Chapter 2:
Literature Review is written as to explain, review and gather the information related
to the current state of the art regarding the criteria of vendor selection and vendor
performance evaluation. Besides that, this chapter would also touch in detail about
information regarding the current methods used in the vendor selection and vendor
performance evaluation process. Meanwhile, those information are also source from
reference books, articles and journals either in hardcopy format or online web-
resources as well. Accordingly, Chapter 3: Research Methodology emphasize on the
methods used in collecting data, including the secondary data through articles, books

and journal reviews and primary data through questionnaires.

Chapter 4: Data Analysis is focus on the way data being analyzed. Data will
be analyzed once data are collected through questionnaires completed. There are two
types of data analysis method which is qualitative method employed and quantitative
method. Chapter 5: Conclusion and Recommendation are written to draw
conclusions of the study. A section is also devoted to limitations in this study output
where there is a need for possible areas to further research in the system development

of vendor performance evaluation.
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