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Abstract

The effectiveness of supply chain performance is strongly influenced by the close
relationship between the company and its suppliers. A strong relationship between
suppliers and buyers will have a positive impact, especially in achieving company targets.
this relationship needs to be measured and monitored equally by the buyer and supplier.
The supplier relationship performance measurement (SRPM) model is a model to measure
the performance of relationships between companies and their suppliers, which is still
rarely done, especially for the service industry. Therefore, in this study SRPM models and
measurements for the service industry will be proposed. a case study conducted at one of
the consulting companies in Indonesia. SRPM indicators are identified from literature
studies and interviews with experts. From these results 18 valid SRPM model indicators
were obtained and then SRPM measurements were carried out to find out which SRPM
indicators needed improvement. Measurements were taken both at the company (buyer)
and the supplier. From the measurement results it is found that the indicators of
responsiveness and services have the highest value in the relationship between buyers and
suppliers. The next research opportunity is how to improve the relationship between buyer
supplier strategies in the SRPM model.

Keywords: supply chain management, key performance indicator, supplier relationship,
performance measurement, supplier relationship management

1. Introduction

The supply of goods and services has become one of the strategic issues in business that
the competition increases every year, so companies are demanded to be able to provide goods
and services quality, timeliness and cost efficient on an ongoing basis (Amanda and Anwar,
2018). Managing supply chains effectively can reduce risk and uncertainty, as well as increase
inventory levels and production cycle times, leading to customer satisfaction and profitable
achievements, this is the reason why supply chain management efficiency has an important
role in the competitiveness of companies (Tran, 2015). Many factors are considered and
influence a company in the process of procuring goods and or services, including the supplier
or supplier/vendor selection process, in the business-to-business context and helping to build
buyer-supplier relationships, such as customer satisfaction, reliability, and product-related
performance (Kurniawan et al., 2017; Rajagopal and Rajagopal, 2009). Supplier selection and
evaluation have a long-term impact on a company's ability to respond customer need
effectively (Cerna and Bukova, 2016; Lima and Carponetti, 2016).

Key elements of the buyer and supplier relationship include long-term relations,
communication, and supplier integration (Rajagopal and Rajagopal, 2009). A strong
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relationship between buyer and supplier is known to contribute significantly to business by
reducing risk in an exchange relationship (Lombard et al., 2017). Buyers engage with suppliers
through a contract approach, use cost-based negotiations, and maintain good relationships
with suppliers (Asif et al., 2019). In addition, a strong relationship with suppliers allows buyers
to gain access to critical resources that would be impossible without this partnership being
established (Amoako-Gyampah et al., 2018). Cooperation relationships with other companies
to achieve common goals, so the cooperative relationship can obtain resources, recognition,
and appreciation when facing competition with other organizations (Liao et., 2017).
Discontinued of cooperation between companies occurs due to lack of trust, even though trust
is one of the key components in building relationships (Lombard et al., 2017).

It is important to measure the performance of the relatonship between buyers and
suppliers to maintain a long-term relationship in the bussiness. But until now the SRPM
research model is still very limited, especially SRPM in the service industry. Therefore, in this
research, the SRPM model in the service industry will be examined and proposed. The SRPM
model is done by identifying Key Performance Indicators in the relationship between buyer
and supplier. These KPIs were identified from literature studies and interviews. A case study
in the consulting services industries was carried out by measuring the level of relationship
between the consulting (buyer) and its main supplier, namely the hotel. The SRPM
measurement results are expected to be used as input in improving and enhancing the
relationship between buyers and suppliers.

1.1. Supplier Relationship Management (SRM)

Supply chain management has been widely recognized as an important contributor to
strategic success that helps companies to meet increasingly competitive and dynamic
challenges (Cousins et al., 2008). Supply chain is generally defined as the physical network of
material and information flow activities in the company. Activities in the supply chain start
from the selection of raw materials, production processes, and delivery with the aim to gain
profit, service and customer satisfaction (Chae, 2009; Aramyan et al., 2007). The purpose of
supply chain management is to improve the performance of suppliers and buyers and
establish the best relationships in long term (Taherdoost and Brard, 2019). To achieve SCM
objectives, the relationship between the company and its suppliers needs to be improved.
Supplier Relationship Management is the management of relationships between supply chain
actors and is one of the important aspects of supply chain management (Tidy et al., 2015).
Through this SRM, buyers and suppliers seek competitive advantage in the market, by
utilizing each other's resources as a result of collaboration (Amoako-Gyampah et al, 2018).
SRM is a set of methodologies that require the practice of interacting with suppliers to increase
the profitability of the company, as a means to build closer relationships with selected
suppliers, as well as create new, more profitable income between suppliers and buyers. SRM
focuses on the interactive aspects between suppliers and buyers as well as the benefits of
improved performance in the organization (Tran, 2015). A strong relationship between
suppliers and buyers has an important role in sharing information in the supply chain (Yang
et al., 2017).

1.2.Supplier Relationship Performance Measurement
Supplier relationship performance measurement needs to be done so that each can know
which activities need to be improved in improving relations. Performance measurement is
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done by identifying key performance indicators of satisfaction for buyers and suppliers. The
stages of measurement are done in five steps, namely: Define and rank the KPI's, Measure the
KPT's, Analyze the relationship, Improve the relationship and Control and sustain the results,
as illustrated in Figure 1 (Damlin et al., 2012). The definition stage must be carried out together
with the supplier because it is important to use the same KPI in a relationship. These KPIs are
measured in numerical form or in the form of scale / ranking that describes both qualitative
(for example customer satisfaction) and quantitative measurements (for example, investment
returns) (Widyaningrum, 2018; Aramyan et al., 2006).

Define and rank
the KPI's
antrol and Measure the KPI's
sustain the results

Improve the Analyze the
relationship relationship

Source: 2012. Measuring Buyer-Supplier Relationship Performance
Figure 1. Stages for SRPM

The various KPIs obtained from various literatures to measure the performance of buyer
supplier relationships are as follows:

D)

2)

3)

4)

5)

Commitment: the success of a relationship is determined by commitment.
Commitment is an investment to improve relations with suppliers (Raharjo, 2013;
Kumalaningrum, 2012).

Quality and Quantity Conformity: supplier's ability to consistently meet quality and
quantity specifications which include quality, features (material, dimensions, design,
durability), variety, production quality (production line, machine engineering), quality
system, and continuous improvement (Taherdoost Brard, 2019).

Partner compatibility: the relationship of interdependence between suppliers and
buyers, showing the extent to which the match is established, special investments offer
tangible evidence that a partner or partner can be trusted, care and understand about
a business relationship, and willing to sacrifice in terms of investment, can lead on
increasing trust and relationships (Raharjo, 2013; Sarang et al., 2018).

Price Suitability: price is the amount of money billed for a product or service. In supply
chain management practices, suppliers have an influence on several aspects of
competitive advantage such as price level (Ghanimata and Kamal, 2012; Anata, 2010).
Ease of Information and Communication: the exchange of information as a medium of
communication between suppliers and buyers is a fundamental thing that affects every
part in the activities of relationship performance in supply chain management,
communication and effective information sharing between suppliers and buyers is
directed to minimize misunderstanding and clarity of purpose in information
disclosure (Pramudita and Dwiyanto, 2017; Sarang et al., 2018).
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6) Innovation Development: positive and significant influence shows that there is a good
relationship in the purchasing process between the company and suppliers, will
improve the quality of raw materials, expedite the production process, enhance the
ability to develop company innovation, and increase competitiveness, collaboration
through information sharing has a positive influence on supply chain innovation
(Rudyanto, 2011; Kumalaningrum, 2012).

7) Guarantee and Claim Policy: the superiority of the specified written guarantee that
promises to repair or replace the product if needed within a certain period of time and
also the policy of the claim as an official request for coverage or compensation for losses
incurred (Taherdoost and Brard, 2019).

8) Trust: In a supply chain environment, the involvement of different companies also
relies on trust and visibility. The emergence of trust in using services, can provide
benefits for the company (Chan, 2003; Ahistasari et al., 2023).

9) Process Integrity: the integration of processes with specific suppliers will improve the
company's competitive position. with this integration it will build long-term,
customized relationships, and make cooperative agreements. good process integration
has significant results and has a positive impact on supply chain performance in
business and will minimize the risk of uncertainty experienced by business people
(Pramudita and Dwiyanto, 2017; Kumalaningrum, 2012).

10) Reliability: supplier quality can be trusted and reliable based on references (buyer
feedback), financial stability (capital, annual turnover), past and current business
partners, company organizations and personnel, diversity of ownership, and cultural
awareness (Taherdoost and Brard, 2019).

11) Responsiveness: assessing suppliers in terms of the ability to respond to problems and
requests of buyers, customer relations practices also have an influence on the
company's responsiveness to consumer needs (Mauidzoh and Zabidi, 2007; Anata,
2010).

12) Relationships: the importance of maintaining buyer and supplier relationships will
have an impact on the quality of products and services provided so that it has an
impact on improving quality and future relationships (Soediro, 2017).

13) Service: supplier's ability to provide intangible products including customization (size,
shape, color, design, OEM, label service), minimum order quantities, communication
(response time, information, language), industry knowledge, flexibility, and response
to change (Taherdoost and Brard, 2019). The existence of good service quality
management will be able to provide satisfaction to customers which will certainly have
a positive impact on the company (Febriyanti et al, 2022).

14) Flexibility: flexible systems are needed to support the introduction of new products
and focus on innovative service changes that aim to achieve targets (Chan, 2003).

15) Attitude: supplier attitudes when you deal with them such as politeness and
confidence (Taherdoost and Brard, 2019).

16) Professional (Professionalism): supplier competencies or skills are expected from a
professional (Taherdoost and Brard, 2019).

17) Coordination: coordination in a relationship will be present when both parties
understand the act of exchange, empowering them to believe that the formation of
interaction is a possibility (Lombard et al., 2017).
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18) Continuity: continuous and long-term cooperative relations between suppliers and
buyers can improve technical capabilities, disseminate information and knowledge,
maintain quality, delivery, and price / cost suitability, and improve efficiency (Sarang
et al., 2018; Kumalaningrum, 2012).

2. Method

The development and measurement of the SRPM model are carried out in the following

steps:

1) Identification of SRPM KPlIs from expert studies and interviews with experts. Experts
are professionals who have been involved in SRM activities for more than 5 years
from buyers and suppliers.

2) Validate the SRPM using the Aramyan method [13], Namely by asking experts to
rank the KPI with a Likert scale (1 = strongly disagree to 5 = strongly agree KPI is
used to measure the relationship in SRPM).

3) Measuring the value of SRPM to buyers and suppliers with value from 1 (not very
good) to 5 (very good).

4) Analyze and draw conclusions.

Data was collected by conducting field observations, interviews and filling out
questionnaires. Respondents are procurement employees from the buyer and marketing
employees from the supplier company.

3. Result and Discussion

This research took a case study at one of the providers of training and consulting services
in Indonesia. The company is a provider of training and consulting services for companies
both government companies, national and multinational private companies. The number of
clients who use training services is more than 800 large companies in Indonesia. Training
provided in various fields including Human Resources & Development, Business &
Management, Engineering, Oil & Gas, Electricity & Energy, Information Technology, Finance,
Law, and others. In organizing the training, the company cooperates with one of the five-star
hotels that provide space, training logistics and consumption for training participants. in this
context, training service companies are buyers, hotels are suppliers.

1) Identification of SRPM KPIs

Based on literature studies, there were 18 KPIs to measure SRPM as presented in the

literature study. Table 1 below lists the defining criteria of SRPM.

Table 1. Criteria of SRPM KPIs

No Criteria

Commitment

Quantity and Quality Conformity
Partner Compatibility

Price Suitability

Ease of Information and Communication
Innovation Development

NN G N

Guarantee and Claim Policy




Prosiding Seminar Nasional Teknik Industri (SENASTI) 2023

ISSN:

8  Trust

9  Process Integrity
10 Reliability

11 Responsiveness
12 Relationship

13 Service

14 Flexibility

15 Attitude

16  Professionalism
17 Coordination
18  Continuity

2) Validate The SRPM

To find out whether 18 criteria are considered good for measuring SRPM performance,
a questionnaire was distributed to 10 respondents (5 buyer respondents, 5 Supplier
respondents) to assess whether KPIs are valid, table 2 results from respondents' ratings with
the aramyan’s method to get valid answers in retrieving questionnaire data. Data will be
declared valid if the results given are more than 3. From these results it was concluded that
respondents from Buyer and Supplier agreed to 18 criteria to be used as an assessment of the

relationship between suppliers and buyers.

Table 2. Results of the inter-company criteria assessment

No Criteria Supplier Buyer to
to Buyer Supplier
1 Commitment 4 4
2 Quantity and Quality Conformity 5 5
3  Partner Compatibility 5 4
4 Price Suitability 4 4
5  Ease of Information and Communication 5 4
6  Innovation Development 4 4
7 Guarantee and Claim Policy 4 4
8  Trust 4 5
9  Process Integrity 4 4
10 Reliability 4 5
11 Responsiveness 4 5
12 Relationship 5 5
13 Service 4 5
14 Flexibility 4 5
15 Attitude 4 5
16 Professionalism 4 5
17 Coordination 5 5
18  Continuity 5 5

The results in table 2, state that the 18 data criteria are valid, and these results can be

used for further questionnaire data retrieval.
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3) Measuring The Value of SRPM
The next step is to measure SRPM on buyers and suppliers with the results of table 3.

Table 3. Results of SRPM

No Criteria Supplier Buyer. to
to Buyer Supplier
1  Commitment 4 4
2 Quantity and Quality Conformity 4 4
3 Partner Compatibility 4 4
4 Price Suitability 4 4
5  Ease of Information and Communication 4 4
6  Innovation Development 4 4
7 Guarantee and Claim Policy 4 4
8  Trust 4 4
9  Process Integrity 4 4
10 Reliability 4 4
11 Responsiveness 4 5
12 Relationship 4 4
13 Service 4 5
14 Flexibility 4 4
15 Attitude 4 4
16 Professionalism 4 4
17 Coordination 4 4
18  Continuity 4 4

Table 3 describes the performance appraisal given by the supplier to the buyer and vice
versa. Performance evaluation scale is given based on the description of scale 1 is not very
good, 2 is not good, 3 is good enough, 4 is good, and 5 is very good. In table 3, it can be seen
that the supplier gives a value of 4 or good to the buyer for all the criteria mentioned, while
the assessment of the buyer to the supplier is given a value of 4 or good for 16 criteria's and 5
or very good, for 2 criteria's, namely responsiveness and service.

4) Analyze and Draw Conclusions

After the assessment or weighting is completed, then a quadrant of the supplier
performance satisfaction assessment is made to the buyer and vice versa an example of the
assessment with the quadrant can be seen in figure 2 below. Quadrant assessment is used to
see the level of satisfaction between suppliers and buyers. Based on the results of the
assessment in table 3 and the quadrant of the assessment, it is known that the horizontal line
is the assessment of the supplier to the buyer and the vertical line as the assessment of the
buyer to the supplier, the assessment can be seen in figure 2 below.
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i

Buyer té*Supplier

1 Supplier to Buyer 3 5
Figure 2. The supplier-buyer performance satisfaction evaluation quadrant

There are 4 quadrants of assessment to determine performance satisfaction among
companies. All of the criteria mentioned above, meet the criteria desired by both supplier
companies to buyers and buyers to suppliers. In figure 2, all the criteria are included in the
assessment of inter-company performance satisfaction. The quadrant shows that inter-
company assessments consist of satisfaction (increasingly right and up) and dissatisfaction
(progressively left and down). With a rating scale of 1 to 5, the assessment is in quadrant A,
such the supplier is satisfied with the buyer's performance, as well as the buyer who is also
satisfied with the performance given by the supplier. These results are in line with other
studies (Maestrini et al., 2018; Arin et al., 2013). The service aims to regulate relations between
the two parties by expecting both parties to monitor each other's performance, and
responsiveness refers to the ability or speed of action in responding to problems and requests.
In this study, service and responsiveness have the highest satisfaction value as KPIs to evaluate
the performance of a relationship.

4. Conclusion

In this study, there are 18 criteria to determine the KPI of the two companies, after took data
and then processing it turns out that all the criteria are included in the category for
performance evaluation of the relationship between the two companies. The criteria assessed
are commitment, quality and quantity suitability, partner compatibility, price suitability, ease
of information and communication, innovation development, guarantees and policies, trust,
process integrity, reliability, responsiveness, relations, service, flexibility, attitude,
professional, coordination, and continuation. The assessment is given by suppliers to buyers
and otherwise shows satisfaction with the performance of each company. Of the 18 criteria,
the assessment given by the supplier to the buyer is 4, while the rating given by the buyer to
the supplier is 4 for 16 criteria and 5 for responsiveness and service. Criteria of service and
responsiveness explain that responsiveness and service have the highest value in a business
relationship. A value of 5 indicates a very good value regarding buyer satisfaction with the
service and responsiveness provided by the supplier. Assessing each other between suppliers
and buyers is done to find out how well the company's performance in business relations. The
quadrant showed the level of satisfaction of both companies. So the final result that can be
concluded from the discussion above is that both companies have good value in all business
relationships.
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