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Abstract

Strategic sourcing is rapidly expanding around the world because organizations see it as a
way to achieve strategic goals, improve end user satisfaction, and provide efficient and
effective services that include a comprehensive approach to lowering total costs, including
quality, service, and delivery. The study sought to investigate the impact of strategic sourcing
practices on the logistics operational performance of the Ethiopian national defense force
logistics main department. The study followed an explanatory research design with a
quantitative approach. The logistics main department's study target population was 84, and a
census-sampling technique was used because the target population was small. A questionnaire
was used as a key data collection instrument. Of the total respondents, 84 questionnaires were
distributed, and 80 of them, representing 95.2% response rate, were collected and assessed,
which was deemed adequate. The impact of strategic sourcing practice on operational
performance in selected institutions was assessed using four organizational performance
metrics: quality of goods/service, total cost reduction, lead-time delivery, and end-user
satisfaction.

The data were examined using correlation and multiple regression analysis. According to the
study's findings, the selected institutions mean score for strategic sourcing practice and
operational performance in four organizational performances was moderate. The strategic
sourcing practice of supplier development and developing supplier relationships have a
positive and significant impact on organizational operational performance. As a result, all
hypotheses were examined, with the alternative hypotheses accepted. Based on these findings,
the researcher recommends improving strategic sourcing methods by investing in supplier
development and relationship metrics, training, quality improvement, and technology,

consequently lowering costs, improving quality, and increasing strategic sourcing resilience.

Key words: Strategic Sourcing, Supplier Development, Developing Supplier Relationship,
Supplier Relationship Management, Operational Performance
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CHAPTER ONE
1. Introduction

The defense institution heavily relies on the efficient procurement and management of
resources to ensure operational readiness and effectiveness. Strategic sourcing, a procurement
approach that aims to align sourcing activities with the overall organizational strategy, can play
a crucial role in streamlining supply chain operations and optimizing resource utilization
(Davids et al., 2013).

The purpose of this study was to undertake a comprehensive assessment of the impact of
strategic sourcing implementation practices on logistics operational performance in the
Ethiopian National Defense Logistics Main Department. The study examined the current
strategic sourcing practice methods, identified potential gaps, and made recommendations for
strengthening strategic sourcing strategies and processes. The conclusions of this study help
defense firms to improve their procurement practices and achieve maximum efficiency, cost-

effectiveness, and operational preparedness in all aspects.

According to (Shiferaw, 2021) in his study, sourcing is a supply chain management strategy
that validates how information is acquired and processed so that a company can use its pooled

purchasing power to obtain the best possible market values.

One of the most crucial jobs for any company is to manage outsourcing activities and keep
things running smoothly. Strategic sourcing necessitates an awareness of what a company

buys, from whom, for what price, and in what quantity.

Strategic sourcing is the process of analyzing an organization's spending and using the results
to develop strategies for purchasing goods and services more efficiently and effectively. It
necessitates the combination of consumer needs, market conditions, and organizational
objectives. Strategic Sourcing in the Army originated between 2000 and 2003 as a series of
small, decentralized strategic sourcing "pilot" operations at numerous Army purchasing
departments (Davids et al., 2013).



Among the federal institutions Ministry of National Defense has been the largest purchasing
organization however, the amount of the budget is not clearly stated here because of the
internal regulation of National Defense.

In accordance with this, the Main Department of Logistics of the Ministry of National Defense
aspired to have a highly efficient, effective, agile organization responsible for acquiring,
producing, delivering, supporting, and sustaining the most competent and cheap goods and

services for the Soldiers:

1.1 Problem Statement

Strategic sourcing is the practice of examining an organization's expenditures and using the
findings to create plans for more economical and successful procurement of goods and
services. It necessitates the integration of organizational aims and objectives, market

conditions, and customer needs (Kocabasoglu & Suresh, 2006).

According to (Richard et al., 2019) an organizations need to implement a strategic sourcing
strategy to lower the overall cost of procuring resources, goods, and services while
maintaining a high level of quality. Sourcing has a significant part in providing an advantage
for organizations with regarding to their objectives regarding quality, time and cost. As a
result, utilizing strategic approaches to sourcing is crucial to managers. Strategic sourcing has
become one of an organization's most critical tasks in order to minimize costs, improve
operational performance, gain access to reliable suppliers, improve product or service quality,

and exchange best practices (Wanjiru et al., 2018).

A study done by (Tesfaye, 2019 p.71) effect of strategic sourcing on organizational
performance in the case of MOHA Soft Drinks Industry S.C he asserted that “the three
strategic sourcing dimensions (supplier development, effective procurement plan, and
communication) have positive and significant effect on organizational performance”. In
addition, (Wondemalem & Zerihun, 2022) evaluated the additional strategic sourcing aspects
of supplier selection, buyer-supplier relationship, and contract management and found that
they had a significant and beneficial effect on organizational performance. According to
(Kocabasoglu & Suresh, 2006), who conducted a study on the impact of strategic sourcing and

flexibility on firm supply chain agility, the study discovered that strategic supplier partnership,
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supplier evaluation, sourcing flexibility, and trust in supply chain members are the key

dimensions of strategic sourcing.

Even though there are some researches made on different Federal institutions regarding the
title there is no other research entitled in Ethiopian National Defense Force before "The Effects
of Strategic Sourcing Practices on Logistics Operational Performance in Ethiopian National
Defense Force." Given these limitation, the purpose of this study is to explore the impact of
strategic sourcing practice on operational performance, with a focus on the Ethiopian National

Defense Force Logistics Main Department Head.

Today, the operational efficacy of the Armed Forces is dependent on the availability and
readiness of modern channel of supply chain in all aspects. Because the military wants to be
ready for battle at all times, a sizable quantity of combat rations and military uniforms would
need to be stored for almost three years before being shipped out for consumption. This would
result in a three year supply of combat rations and uniforms at the warehouse level (Ekstrom et
al., 2020)

In case of the Ethiopian National Defense, it is challenging to obtain a consistent supply of
combat rations and uniforms in reserve stock. From the researcher observation held within the
Ethiopian Defense Force's logistics department, both the army and the Logistics
department face difficulties in getting battle rations and uniforms in accordance with mission
requirements. This is not appropriate for a field mission and could jeopardize the military
mission's success to fulfill its national objectives.

The study is focused on military institutions that operate in a belligerent and evasive
environment where decisions pertaining to life and death must be made. It seeks to shed light
on how military organizations handle logistical, organizational, and financial management
issues during operations, adding to the body of knowledge and influencing policy discussions,

choices, and fresh perspectives among practitioners.

However, the Ministry of National Defense Logistics main department sector faces challenges
in implementing strategic sourcing practices due to inefficient implementation of the strategic
sourcing process and a lack of knowledge of the broader strategic sourcing idea at all levels,

giving less attention to supplier development, supplier relationships development, and supplier



relationship management. These factors can limit agility and flexibility in procurement
activities, hindering opportunities for cost reduction, efficiency improvement, and risk
mitigation.

The researcher, who has been a member of the Ethiopian National Defense Force working as a
division logistics department head, has observed different problems from the continuous
evaluation of monthly, quarterly, and annual reports. According to the 2023 annual report,
delays in goods, lack of quality, lack of well-organized and confirmed planned purchases, and
lack of consistency are major indications of the low performance of organizational sourcing
practices. From my own experience as a sample from one division unit, among the demand
requests for military uniforms were 2670 pieces, but only 1576 were responded to, which
means about 59%, and the remains will be pending for more than four months. With this
insight, this problem is too huge when we look at a defense institution that has a large number

of different structures.

Additional observation by the researcher was practically exercised in one division regarding
the combat ration and military uniforms. According to the EFDRE army regulation, a uniform
is distributed twice a year, and the military combat ration during the field has been specified in
the logistics manual regulation 700 grams of biscuits with two pieces of packed 240 grams of
snacked food for each soldier per day. But what is in place was only a single pack of packed
snacks with the specified biscuits for the past three years until the study was initiated, and the

military uniform and boots were worn for more than nine months without any other change.

In this regard, there is a supply disruption, poor distribution, and poor quality of goods and
service to end users of units as planned and requested at the appropriate time, location, quality,
and quantity. As a result, the study attempted to fill gaps in the impact of strategic sourcing
practice dimensions on supplier relationship management, supplier development, and
developing supplier relationships for the efficient and effective delivery and continuity of

combat rations and uniforms for military missions.

For the above-stated reasons and related problems, the accomplishment of the mission have in
effective and high impact on the mental and psychological readiness of the soldiers. By
addressing these challenges and improving the implementation of strategic sourcing practices,
defense organizations can enhance their procurement processes, optimize resource utilization,
reduce costs, and maintain operational readiness. Therefore, a comprehensive assessment of
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the effect of strategic sourcing practice on operational performance in the defense sector is
crucial to identify and overcome existing barriers and pave the way for improved procurement

strategies and practices.

These all are excellent reasons for the researcher to work hard and investigate the effect of
strategic sourcing practices on logistics operational performance in the FDRE national defense

logistics main department.

1.2 Research Objectives
1.2.1General objectives of the study
The study's general aim is to examine the effect of strategic sourcing practices on logistics
operational performance to improve overall operational preparedness and mission success of

Ethiopian defense forces.

1.2.2 Specific Objectives

v To investigate the effect of Supplier Development on Logistics Operational
Performance.

v To analyze how Developing supplier relationships affect Logistics Operational
Performance.

v' To examine whether Supplier Relationship Management (SRM) has an impact on

Logistics Operational performance.

1.3 Research Hypotheses

As previously said, the study aims to investigate the impact of strategic sourcing practices on
the organization's logistics operational performance. The study attempted to reveal that
improving the practice of strategic sourcing dimensions leads to better operational
performance. In this regard, the following hypotheses were formulated.
Hypothesis 1: Supplier Development and Operational Performance
» HO0a: Supplier Development has no effect on Operational Performance.
» H1la: Supplier Development has a positive effect on Operational Performance.
Hypothesis 2: Developing Supplier Relationships and Operational Performance
» HOb: Developing Supplier Relationship has no effect on Operational Performance.

» H1b: Developing Supplier Relationship has a positive effect on Operational
5



Performance.

Hypothesis 3: Supplier Relationship Management (SRM) and Operational
Performance

» HOc: Supplier Relationship Management (SRM) has no effect on Operational
Performance.

» H1lc: Supplier Relationship Management (SRM) has a positive effect on

Operational Performance.

1.4 Significance of the Study

The researcher believes that the result of study have the following significance.

This study can improve the knowledge in the MoND, especially of the Logistics main
departments regarding how strategic sourcing practices affect logistics operational
performance and achieves defense missions and goals. As such, findings from this study may
be useful for providing feedback on strategic sourcing processes to the Ministry of Defense

through the head department assigned and other units within it.

The researcher thinks of identifying and suggesting workable and effective ways of strategic
procurement that will save the organization a lot of resources as well as smoothening, the flow
of supply chain to the end users according to their demand on quality, quantity, time delivery
and satisfaction. Besides, it gives an opportunity for the researcher to familiarize with some
issues around dimensions of practice in strategic sourcing. This research could be used as a
potential reference point in future studies by other scholars interested in undertaking
investigations along similar lines because this is a first timer for our company. Apart from
filling the literature gap, this study has also practical implications in terms of improving
logistics operational performance of strategic sourcing practice effect as its academic purpose.

1.5 Scope of the study
The primary focus of the study was on the influence of strategic sourcing practices on the
operational performance of Ministry of National Defense. In particular, the investigation will
be limited to these dimensions of strategic sourcing: supplier relationship management,

Developing Supplier Relationship, and supplier development.



Thematically, the study will focus on strategic sourcing activities within the Ministry of
National Defense related with sourcing of military uniforms and combat rations only. It will
not delve into other procurement or operational activities within the organization.
Additionally, the study was only considered the strategic sourcing dimensions (Developing
supplier relationship, supplier relationship management, and supplier development) and their
effect on logistics operation performance. Other dimensions or factors that may contribute to

organizational performance were excluded from this study.

Geographically, the MOND was broad in geographical locations and large in its structure.
However, due to a shortage of time and resources, the study was conducted within the main
department of the Ministry of National Defense Logistics, located at the headquarters. The
findings and conclusions derived from this study may not apply to other logistics departments
operating in different geographical locations and units since the area of study were under the

mandate of defense logistics main department.

1.6 Limitation of the study
The organization's policy prohibited the disclosure of financial data and information to an
external body. This limits the study's capacity to present the impact of strategic sourcing on

operational success in terms of financial outcomes.

1.7 Definition of Terms

Sourcing

Sourcing is a proactive management of a supply market to assure access to the resources
required for the firm's long-term demand. Understand market Strategic Sourcing features,
identify relevant potential suppliers, build a business strategy, and establish objectives for any
market shaping efforts. Sourcing defines the agreement with the suppliers engaged in the
strategy without necessarily going into the specifics of the contract (Kocabasoglu & Suresh,
2006).

Strategic Sourcing (SS)

Strategic Sourcing defined as an institutional sourcing and supplier management process that



continuously improves and examines the company's supply chain activities. It is an iterative
approach that eliminates cost and minimizes risk while creating better connections with fewer

but more crucial suppliers (Parniangtong, 2016)
Procurement

Procurement is the management of a broad range of processes associated with an
organization’s desire to obtain the necessary goods and services for manufacturing a product,
transforming inputs into outputs, or indirectly operating the organization. These processes
include product and service sourcing, supplier selection, pricing and terms negotiation,
transaction and contract management, supplier performance management, and supplier

sustainability issues (Galloway et al., 2020)
Supplier Development

Supplier development is described as "any activity undertaken by a buyer to improve a
supplier's performance and/or capabilities in order to meet the buyer's short- and/or long-term

supply requirements” (Wisner, Tan, and Leong, 2017).

It is also any effort of a buying firm working with its supplier(s) to increase the performance
and capabilities of the supplier(s), meet the buying firm's short- and/or long-term supply needs,
and promote ongoing improvements that aim to benefit both the buyer and the supplier

(Parniangtong, 2016).

Supplier Relationship Management

Supplier relationship management (SRM) is the systematic approach to evaluating vendors
that supply goods, materials and services to an organization, determining each supplier's
contribution to success and developing strategies to improve their performance (Paulraj &
Chen, 2005).

Developing Supplier Relationship

According to Kenichi Ohmae global management consultant, and known as “Mr. Strategy”
worldwide, “Companies are just beginning to learn what nations have always known: in a
complex, uncertain world filled with dangerous opponents, it is best not to go it alone.”

Building strong supplier partnerships requires many buyers and sellers both worked hard and
8



were committed. Creating meaningful partnerships is not easy, and much work is required to
make the collaboration succeed. An example is Raytheon, which has developed close supplier

relationships with its suppliers (Joel Wisner, Keah-Choon Tan, G. Keong Leong , 2017).

1.8 Organization of the study

This study was organized in to five chapters. The first chapter deal with introduction, which
includes back ground of the study statement of the problem, research hypothesis, objective of
the study scope of the study, limitation of the study, significance of the research and
organization of the study. The second chapter was including a relevant literature review that
focuses on the theoretical framework and conceptual issue of strategic sourcing practice. The
third chapter focuses on the research approach, which covers the study area description, study
design, data collection methods and tools, study population, sample size and sampling, data
analysis methods, and ethical issues. The study's findings were presented in chapter four, along
with an analysis of the data. The final chapter would include the study's discussion,

implications, and conclusion, as well as a recommendation based on its relevance and priority.



CHAPTER TWO
RELATED LITRATURE REVIEW
2 Introduction

This chapter presents literature reviews related to the purpose of this study. The objective of
examining the literature is to provide insight into strategic sourcing procedures, to lay the
conceptual groundwork for the study, and to define and establish the significance of the
research issue. Saunders (Stobbe, 2008) defines a literature search as "a systematic search of
one or more databases for material on a specific subject”. It allows the researcher to readily
identify how the current research links to past research. Based on the literature reviewed, this
thesis attempted to compose and consider research questions, as well as identify measurement
variables, for the purpose of assessing the effect of strategic sourcing and operational

performance in the context of FDRE National defense.

Theoretical Literature Review

2.1 Concept of Strategic Sourcing.

Strategic Sourcing concept has been developed in mid-1990 to avoid misalignment in the
supply chain operation towards the organizational objectives and to increase the organizational
profitability through the effective procurement process (Kocabasoglu & Suresh, 2006).

The definition of Strategic sourcing is given by different scholars and among these it is an
organizational procurement and supply management procedure used to discover and develop
quality and employee suppliers that bring the most value to the buyer's product or service
(Goldsmith et al., 2020).

Strategic sourcing in the services business, a service solution, also known as a Strategic
Partnership, is uniquely tailored to meet the client's needs, It is frequently seen as one
component of supply chain management in a manufacturing environment (Ramachandran,
2020).

The major objective of strategic sourcing is to engage supplier that align with the strategic
business and operational goals of the organization by doing uncertainty lessening and
upgrading of flexibility when faced with supply, competitive, and demand uncertainties
(Yagoob & Ting, 2015).
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According to(Milliken, 1987) view strategic sourcing is an endeavor to gain a competitive
edge by involving suppliers early in developing product, sharing supplier technology and
assisting suppliers in generating product and process improvements. Strategic sourcing is a

method of acquiring industrial skills while avoiding capital inputs.

Strategic sourcing is the collaborative and systematic process of critically examining an
organization's spending and using that information to make more effective and efficient
commodity and service acquisition decisions (Gewald & Lammers, 2006).

Strategic Sourcing Primary Objectives

v Reduce the cost of goods and services

v Capture Resulting Saving

v' Create contractual alliance with supplier to support the long term goals of the
organization.

v Maintain and improve product quality

v Improve business functions

v" Optimize the total purchasing process

2.2 Evolution of Strategic Sourcing

According to Engel at the 89th annual international supply management conference, the
majority of our supply chain profession has evolved over the last few decades from a
purchasing agent culture in which working in silos was the norm to a supply chain
management environment in which working with cross-functional and cross-locational teams
is critical to success. Strategic sourcing is organized because a methodology or process is
necessary; it is collaborative. One key requirement for any successful strategic sourcing
initiative is that functional elements other than procurement engage in decision-making and

assessment processes (Medina-Serrano et al., 2020).

Another recent study by White, Parfitt, Lee, and Jones describes the strategic sourcing
development process using different models. These numerous models from various studies
completed between 1989 and 2006 are summarized in a way that shows the progression from
non-strategic procurement to tactical procurement, then to contemporary strategic

procurement, as well as the historical evolution of the studies undertaken at various times. As a
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result, the most recent research emphasized the gradual rise of current strategic sourcing,

which focuses on value chain integration rather than traditional transactional procurement.

Strategic Sourcing differs from standard procurement processes in the following respects.
Strategic sourcing is a holistic method to lowering total costs, which includes quality, service,
and delivery. It differs from traditional procurement processes in the following ways. Strategic
sourcing involves a comprehensive approach to reduce total costs, including quality, service,
and delivery. It consolidates purchasing power, allowing organizations to maximize benefit
from sourcing from each supplier. It tighter supplier relationships help standardize costs,
improve quality, and time. Strategic sourcing redesign business processes, work, and
information flow, eliminating redundancies and reducing purchasing orders. It also fosters
improved teamwork and purchasing skills by involving members from various departments,

overcoming traditional organizational barriers.

In general, firms are now use strategic sourcing, a relatively new supply chain concept, to
fulfill their objectives and receive the right products and services from the right sources, at the

right time, and at the lowest total supply chain cost.

2.3 The significance of strategic sourcing

Strategic sourcing is the most effective tool a company can employ to increase profits, with a
significant return on investment. Gargeya and Su's research visibly shows that many firms
updated their purchasing function to become an integral element of the corporate planning
process. These companies acknowledged the advantages and competitive advantages of
including purchasing into strategy planning (Ramachandran, 2019).

Different authors and organizations describe the benefits of strategic sourcing in various ways
and from various perspectives. According to a Harvard Business Review analytical research,

one of the primary benefits of focusing on strategic sourcing is increased efficiency.

Traditionally the primary measure of sourcing effectiveness, achieving cost-savings targets
that include both hard-dollar and soft-cost savings gained through demand management,
consolidation, or extraction of additional value (e.g., higher-quality goods, more extensive
service or support) is now a prerequisite for a high-performance sourcing and procurement

function (Harvard Business Review Press, 2020).
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Strategic sourcing is critical in today's organizations; to acquire a competitive advantage,
businesses must spend the majority of their operational budget on raw materials, finished
goods, and services (Zerihun et al.2022). Strategic Sourcing is a systematic strategy or
procedure that allows a supply chain function to focus on spends areas or procedures that can
result in cost reductions. The process is divided into eight fundamental parts, starting with
identifying a spend area and concluding with selecting and managing a supplier link (Ribas et
al., 2021).

2.4 Theories of strategic sourcing

1. Transaction cost theory: This theory suggests that companies should consider the costs
associated with different sourcing options, such as transaction costs, search costs, and
coordination costs. It emphasizes the importance of minimizing costs while selecting suppliers
(Williamson, 1985).

2. Resource-based view theory: This theory focuses on the unique resources and capabilities
of suppliers. It suggests that companies should consider the strategic fit between their own
resources and capabilities and those of potential suppliers. By aligning resources and

capabilities, companies can achieve a competitive advantage (Barney, 1991).

3. Knowledge-based theory: This theory emphasis on the implementation of knowledge and
information in sourcing decisions. It suggests that companies should consider the knowledge
and expertise of suppliers in order to enhance their own capabilities and gain a competitive
edge (Barney, 1991).

4. Transaction cost economics: This theory focuses on the costs associated with different
sourcing options and the role of contractual arrangements in managing these costs. It suggests
that companies should consider the transaction costs, such as bargaining and monitoring costs,

when making sourcing decisions (Williamson, 2000)

5. Supply base management theory: This theory suggests that companies should strategically
manage their network of suppliers. It emphasizes the importance of developing close
relationships with suppliers, improving supplier relationships, and reducing supply chain risks
(Cousins et al., 2004).
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Generally, these theories suggest that strategic sourcing decisions in supply chain management
should consider various factors such as cost, resource fit, knowledge, transaction costs, and

supplier relationship management.

2.5 Dimension aspects of strategic sourcing
2.5.1 Supplier Development

Any effort undertaken by a purchasing firm in partnership with its supplier(s) to improve the
supplier(s)' performance and/or capabilities that satisfy the purchasing company's short and/or
long-term supply needs, and foster ongoing improvements meant to benefit both the buyer and
the supplier(s) is referred to as supplier development (Galloway et al., 2020).

There are various techniques to assist in selecting a product that are related to supplier
comparison and diversity (Galloway et al., 2020). From the buyer's point of view, supplier
development generally has two objectives first, to reduce expenses, improve quality, and speed
up delivery; and second, to teach suppliers a systematic procedure to keep promoting
continuous improvement. On the other hand, it is thought to be among the most important
choices that purchasing companies have when it comes to managing problems that could occur
in their supply networks, like subpar performance from present suppliers, current suppliers'
inability to assist the strategic expansion of purchasing companies, or a shortage of qualified
suppliers (Ahmed et al., 2012).

Choosing and creating choice criteria, pre-qualification, final supplier selection, supplier
monitoring, and assessing the need for a new supplier are the general five steps involved in the

supplier selection process (Ribas et al., 2021).

Establishing standards for assessing possible providers is the first task for the evaluation and
assessment committee. The next stage is to give each criterion a weight so as to the impact and
degree of each criterion on supplier appraisal may be evaluated. A particular can have many
sub-attributes ascribed to it. The last stage is to research possible providers in addition to the
first attributes mentioned (Choy et al., 2003).
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The SCM literature has also stressed the significance of supplier development in supporting a
business's operations strategy by ensuring that suppliers' performance and capabilities meet the

needs of the purchasing firm (Humphreys et al., 2004).

Regarding relevant supplier development initiatives, the body of existing literature has shown
that purchasing firms generally enhance the performance and capabilities of their suppliers
through the following means: establishing performance targets for the provider, offering
training supplying the provider with tools, tech assistance, and even investments; moving
employees between the two companies; assessing the performance of the supplier
acknowledging the supplier's advancement through rewards; visiting the supplier location to
evaluate its operations; as well as collaborating with the provider of improved materials
(Krause et al., 2007).

The goal of supplier development is to fortify ties with important suppliers in order to reduce
the likelihood of opportunistic behavior. According to(Dyer & Singh, 1998) opportunistic risk
is reduced when businesses invest in relationship-specific assets and have shared know-how.
These kinds of connections may also enhance performance and lessen uncertainty. According
to (Krause et al., 2007) supplier development in this study is defined as any activity a buyer
does to enhance a supplier's performance and/or capabilities to satisfy the buyer's short- or
long-term supply needs. On this ground, the hypothesis was formulated as follows.
Hypothesis 1: Supplier Development and Operational Performance

» Ho0a: Supplier Development has no effect on Operational performance.

» H1la: Supplier Development has a positive effect on Operational performance.

2.5.2 Developing Supplier Relationship
In the context of developing buyer-supplier relationships, a long-term supplier relationship is
characterized by a company's propensity to maintain ties with its suppliers for a comparatively
longer duration(Paulraj & Chen, 2005).

Paulraj states that rather than emphasizing antagonistic relationships, long-term orientation
concentrates on projects that strengthen the better relational qualities among supply chain
participants and produce a win-win scenario for the buyer and its suppliers. While businesses
with a long-term orientation rely on relational exchange to maximize their gains over a series

of transactions, short-term-oriented businesses rely on the efficiency of market exchanges to
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maximize their gains in a single transaction(Ganesan, 1994). Close relationships with suppliers
enable buyers to plan ahead and solve problems together, share risk and rewards more readily,
and sustain the relationships for a longer amount of time. It has also been asserted that, in the
context of supply chain management, effective supplier relationships that is, establishing long-
term relationships with key suppliers help firms achieve superior performance by lowering
costs, improving quality, and enhancing customer responsiveness or flexibility (De Toni et al.,
1994), as cited by Prajogoetal (2012). In addition, Chen et al. (2004) expanded on the findings
of earlier research to propose that modern competitiveness has led to a notable evolution in
supply management, wherein achieving superior performance in terms of cost, quality, and
flexibility (i.e., customer responsiveness) is progressively dependent on enduring supplier

relationships with suppliers.

Developing long term relationship Orientation is "operationalized by items that measure how
much the purchasing company:
a) anticipates a lengthy duration of relationships with its major suppliers;
b) Collaborates closely to enhance product quality with important suppliers; and
c) Sees the vendors as an extension of the business; consequently
d) Suppliers consider their partnership with the purchasing company to be enduring (Krause &
Ellram, 1997)
Based on those implications the hypothesis is formulated as follows that shows the positive
association between developing long-term supplier relationship and operational performance.
Hypothesis 2: Developing Supplier Relationships and Operational Performance
» HOb: Developing Supplier Relationship has no effect on Operational Performance.
» H1b: Developing Supplier Relationship has a positive effect on Operational

Performance.
2.5.3 Supplier Relationship Management

Businesses that are actively involved in supply chain management are paying more and more
attention to supplier relationship management, or SRM. As stated by international consultant
Accenture, SRM “encompasses a broad suite of capabilities that facilitate collaboration,
sourcing, transaction execution and performance monitoring between an organization and its
trading partners. SRM leverages the latest technology capabilities to integrate and enhance

supplier oriented processes along the supply chain such as design-to-source, source-to-contract
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and procure-to-pay.”

Briefly, SRM entails employing software programs to help manage these processes more
effectively and efficiently, as well as streamlining communication and processes between the
supplier and the buyer. The need for supply chain management (SRM) solutions arose from
the success of e-procurement, which primarily focuses on internal processes. SRM software
facilitates information sharing across multiple tiers of relationships that are too intricate and
time-consuming to handle manually. This leads to increased supply chain collaboration,
reduced business expenses, real-time visibility, and improved procurement efficiency (Joel
Wisner, Keah-Choon Tan, G. Keong Leong , 2017). Based on this implication the following
hypothesis was formulated.
Hypothesis 3: Supplier Relationship Management (SRM) and Operational Performance
» HOc: Supplier Relationship Management (SRM) has no effect on Operational
performance.
» H1lc: Supplier Relationship Management (SRM) has a positive effect on

Operational performance.

2.6 Organizational Performance

Organizational performance is the actual output or outcomes of an institution and its intended
outputs or goals and objectives (Khalid et al., 2019). Organizational performance can be
measured through reduction in cost, quality of goods/services delivered, productivity, lead
time (Huo et al., 2014; Khalid et al., 2019). Huo (2014) stressed that though operational
performance has been widely used as a key output measure of firm performance. Additional to
that numerous studies have pinpointed the limitation in relaying on financial performance
measure in supply chain studies. Concurring to (Pires, 2023) states that the foremost basic
factor for effective management is Performance measurement (PM) which recognizing and
measuring the impact of Supply Chain Management (SCM) on it improves the organizational
execution. In any case, the subject of execution does not get adequate inspiration in supply
chain administration inquire about. The indicator of performance of an organization can be
financial targets achieved and fulfillment of work constrain. On the same note, Ho (2008)
watched that organization performance may moreover be assessed based on institution

effectiveness and proficiency.
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2.7Empirical Review

The responsibilities of purchasing have changed markedly over the last few decades,
purchasing focused heavily on the transactional elements of the procurement process.
Purchasing was accepted as a support function that provides for the sourcing needs of other
departments. Major changes are currently taking place within purchasing functions of firms.
Purchasing is shifting its focus from daily procurement activities to long term, value-adding
purchasing and supply chain initiatives (Humphreys et al., 2004).

As the researcher tried to indicate on the literature part, different studies use different
dimensions of strategic sourcing as dependent variables on their study to measure
organizational performance some has included all the strategic sourcing dimensions while
some others selectively use among these few of them to measure performance of an
organization.

Majority of the studies has used cost, quality and time factors separately as an indicator of
measurements for organizational operational performance. However, the researcher intended to
add end user satisfaction, which was one part of the metrics to measure the organizational
performance since they were part of activities in strategic sourcing dimensions of supplier

development, developing supplier relationship and supplier relationship management.

2.8 Conceptual framework of the study
The model of concept can be depicted as a group of variety of principles and ideas retrieved
from fields that are relevant to enquiry and structure usage to a presentation of subsequent
study. Conceptual framework is used to appear the relationship between the dependent
variable and independent variables. Figure 2.1 underneath appears the diagrammatical
relationship between dependent variable and independent variables. The independent variables
are supplier development, developing supplier relationship and supplier relationship
management (SRM), As stated about over the metrics to measure of key sourcing practice
factors altogether influence the dependent variable 'organizational operational performance’
which may be measured in terms of satisfying objectives through realized investment funds,
benefit quality, adaptability, client fulfillment and lead time deliverance. The conceptual

system is formulated as follows:
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Figure 1Conceptual framework of the study.

Strategic Sourcing Dimensions Operational Performance

Supplier Relationship
mat (SRM) Cost

Supplier Quality
Development —_—

Customer Satisfaction

Develop Supplier Timely delivery
Relationship
Independent Dependent

Source: adapted from (Joel Wisner, Keah-Choon Tan, G. Keong Leong , 2017)

2.9 Key Elements of Strategic Sourcing

Effective strategic sourcing requires an organized approach consolidating key components to

maximize its affect.

Assessment: Some time recently setting out on any sourcing activity, organizations must
comprehensively evaluate their needs. It sets the establishment for viable decision-making
all through the sourcing prepare.

Market Research: Organizations must accumulate insights on provider capabilities,
industry patterns, supply showcase flow, and estimating structures. The data engages
organizations to form educated choices and arrange favorable terms.

Supplier assessment and selection: Organizations must build up strong assessment
criteria to survey potential providers impartially. Key variables incorporate provider
capabilities, quality measures, budgetary steadiness, and track record.

Contract negotiation: Compelling transaction points to attain favorable terms and
conditions that adjust with organizational destinations. It addresses estimating, conveyance
plans, benefit level understandings, and chance allotment.

Supplier relationship Management: Compelling provider relationship administration
includes clear communication and customary execution assessments. Organizations must

endeavor to cultivate long-term organizations based on believe and shared objectives.
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® Performance Measurement and Improvement: Organizations must build up execution
estimation frameworks that track provider execution against agreed-upon KPIs. The
information empowers organizations to distinguish zones for change and drive provider

responsibility.
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CHAPTER THREE
RESEARCH METHODOLOGY

3.1 Introduction

This chapter outlines the research design and methodology used to obtain the findings
presented in this study. It details the specific research methods and procedures employed
throughout the research process in order to address the objectives of the investigation. The
chapter begins by describing the overall research strategy and design. It then discusses the
target population, sample size, and sampling techniques utilized in this study. Next, the data
collection methods including the validity and reliability of the instrument used are explained.
The data analysis techniques applied are also covered. Finally, the ethical considerations taken
in to account during the research are addressed. By detailing this information, the chapter
demonstrates how the research outcomes were generated in alignment with the stated goals of
the study.

3.2 Description of the Study Area and population
Under Ministry of FDRE National Defense which its head quarter is located around Tor-
hailoch, there are different Main departments and directorates who are giving a service for the
whole institution of the national defense components. This research has been conducted within
the logistics main department and defense procurement directorate of the Ethiopian Ministry of
National Defense. These departments are primarily responsible for sourcing and delivering
goods and services to end-users within the ministry. Ensuring the timely provision of the right
quality and quantity of supplies at the appropriate price and location is fundamental to meeting
stakeholder/end user’s expectations. Therefore, the focus of this study was to examine the
functions of the logistics main department and procurement directorates, which are tasked with
sourcing goods and services from domestic and international markets. Specifically, the
researcher aims to investigate the impact of strategic sourcing practices on organizational
performance within these departments. This will involve identifying gaps in the
implementation process and recommending areas for improvement across the ministry of

national defense supply chain operations practices.
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3.3 Research Design

According to Creswell, research design is the blueprint or plan utilized to develop responses to
research questions. As a result, the researcher employed both explanatory research, and
descriptive research, among other sorts of research designs. The explanatory research design
were employed to assess the impact of strategic sourcing practice on organization operational
performance and to see the effect of different variables by using different inferential tools that
help to elaborate the relationship and interactions between variables. While descriptive
research design were used to characterize and interpret current trends in the study area. Since
the data used for this study was a onetime survey collected data, the researcher employed cross
sectional study type. In this cross sectional study type, the researcher has been used
quantitative data types that are used to analyze data by using data from specific population at a

single point in time.

3.4 Research Approach
To address the key research objectives indicated in this study, the researcher used quantitative
research approach. Further, combination of primary and secondary sources of data also used to
describe the variables in this study. To assess the effect of strategic sourcing practice on
operational performance of Logistics main head; the study encompasses various statistical

tools (SPSS) for extracting the data and present it in an understandable manner.

3.5 Target population
Target population as described by (Maxwell, 2016) is a universal set of study of all members
of real or hypothetical set of people, events or objects to which an investigator wishes to
generalize the results. The target population in this study was Ministry of National Defense
Logistics Main department and Defense procurement main Directorate members. The total
populations of the study area are 84 members. The respondents of this study comprises of
military personnel and civilian experts who have been working/serving in Ministry of National
Defense Logistics Main department and Defense procurement main Directorate for a long

period of time and who know the subject matter very well.

3.6 Study population and sample

According to Creswell, A sample is a small portion of a target population. Any statement made
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about the sample should also be true of the population. On the other hand Sampling is a
process or technique of choosing a sub-group from a population (sample frame) to participate
in the study; it is the process of selecting a number of individuals for a study in such a way that
the individuals selected represent the large group of population from which they were selected
(Sekaran, 2003). If a target population is large in number, a sample of more than 30% is a
representative of the whole population. But, in this study, as the total population working in
the selected departments was 84, the researcher was used census survey since the number of
the population is small and easy to address in time and resource. In this approach, no attempts
were made to create a sample size, as the cases chosen are those that can divulge and

illuminate the most about the research area.

3.7 Data source and data collection

The researcher obtained permission from Ministry of National Defense Logistics Main
department Head. This organization is an institution that is involved in the study to conduct the
research in its selected departments, and the permission was granted. As far as the procedure of
data collection is concerned, the researcher had been initially made contacts with respondents
to explain the purpose and nature of the study so as to achieve the desired response rate.

In this study, the research employed both primary and secondary data collection methods as a
tool to gather the necessary information. The primary data was collected mainly through a
survey by administering questionnaires to selected respondents. Secondary data was collected

through document review from different written documents.

3.7.1 Primary data source
The primary data source was inculcates most of quantitative. The quantitative data sources
which include data that are gathered through closed ended survey questionnaire. Furthermore,
questionnaires that were developed by the researcher have been settled based on five- item
Likert scale. Responses that given to each statement was by using Likert scale, for which 1 =
“strongly disagree” to 5 = “strongly agree.” The responses were summed up to produce a score

for the measures.

3.7.2 Secondary data source

The secondary data refers to data that was collected by someone other than the user. This data
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source gives insights of the research area of the current state of the art method. It also makes
some sort of research gap that needs to be filled by the researcher. This secondary data sources
could be internal and external data sources of information that may cover a wide range of

areas.

Based on that, to generate secondary data, a literature review and intensive document review
were conducted to determine the implications of factors that affect strategic sourcing
practices. To achieve the study objectives, the researcher have been conducted excessive
document review and reports. These documents are help to see factors affecting strategic
sourcing practice on other federal government and private institution. From a methodological
point of view, intensive literature reviews have been made. Farther more the researcher used
comprehensive quantitative content analysis to assess the subject matter. Structural
(descriptive) and explanatory method are also support to give further explanation as content

criteria.

3.8 Pilot Study

The questionnaires was reviewed by the researcher’s professional peers and by the research
supervisor and then tested on a small pilot sample of respondents with similar characteristics.
The pilot sample consisted of 10 respondents from members of the defense Logistics main
department head who are serving in the organization (logistics main department). The piloting
sample was 1 to 10% of study sample depending on the study sample size. The collected data

are reviewed to test for validity and further entered into SPSS 23 to test for reliability.

3.9 Validity and Reliability Research Instruments
3.9.1 Validity
According to Creswell, Validity is the quality of a data-gathering instrument that enables the
measurement tools to measure what it supposed to measure. Validity is the ability to make
meaningful and useful inferences from the instrument's scores and to ensure content validity.
The instruments were reviewed by researcher supervisor and other research specialists
(Creswell, 2018). Content validity yields a logical judgment as to whether the instrument
covers what it is supposed to cover. Content validity ensures that all respondents understand

the items on the questionnaire similarly to avoid misunderstanding. Response optioned
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provides for most of the questions to ensure that the answers given are in line with the research
questions they are meant to measure. For this purpose, the content of the questionnaire have
been prepared by referring to scientific texts, theories and the model relevant to the subject and
the questions of the research. After doing amendments by advisor the content validity and face,

validity of the questionnaire were approved.

3.9.2 Reliability
Reliability is a measure of the degree to which a research instrument yields consistent results
or data after repeated trial (Rousson et al., 2002). Reliability of an instrument is the measure
of the degree to which a research instrument yields consistent results or data after repeated
trials. To test the reliability of the questionnaire as a research instrument, a pilot study has
been carried out and a Cronbach Alpha Co-efficient was computed. This establishes the extent
to which the questionnaire elicits the same responses every time it will administer. If
Cronbach’s Alpha result is below than 0.7 the questionnaire showed be rejected (Taber,
2018). Thereby, if it can be more than that it proves that the questionnaire will be valid,

reliable, and distributed to the population sample.

3.10 Data Analysis Techniques
A careful analysis of the completed questionnaires was done to ensure that the collected data
was accurate and consistent with other information gathered. Pre-processing of collected data
is done through editing to detect errors and omissions. Based on the data editing and error
detection; the researcher take appropriate corrective action. Qualitative data was evaluated
utilizing coding to remove redundant and identical responses provided by respondents to a
small and acceptable number of classes. After coding, the data was classified according to
common traits and properties. The raw data is then compiled and processed in the form of
statistical tables to facilitate further study. Quantitative data is evaluated using descriptive
statistics, which establish measures of central tendency, such as mean and standard deviation,

and present the results in the form of tables.

The data analysis method makes use of descriptive and inferential statistical analysis. The
findings were provided in the form of frequency tables, proportions, and mean analyses. The
degree of relationship between the variables was determined by correlation and regression
analysis using Pearson's correlation coefficient. The validity of the measurement models was
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assessed using SPSS. The results of the analysis were provided. For advanced statistical
analysis of data the researcher has been aided by the Statistical Package for Social Science
(SPSS 23) software.
The multiple regression models used; Y= f0+ f1X1+p2X2+ 3X3+¢
Where: Y is the dependent variable organizational performance, B0 is the regression
coefficient/constant/ Y-intercept, B1, p2, and B3 are the slopes of the regression equation,

X1: Supplier Development

X2: Developing Supplier Relationship

X3: Supplier Relationship Management (SRM)

€ 1s an error term normally distributed about a mean of 0 and for purpose of computation,

the ¢ is assumed to be 0.

3.11 Ethical Considerations
Before commencing the field study, the first ethical issue considered in this research was
getting the necessary permissions from the all relevant authorities including transmittal letter
from the MoND research permit to conduct a research in the organization on the respected
subject. Particularly, the researcher ensured that participants are not harmed by their
participation in this study or because of their views. Moreover, the researcher has been
discussed with participants on the issues of how information gathered have been used and/or
protected. Other ethical consideration included in this study was letting the respondents to
participate on their own consent without undue influence. Confidentiality have been
maintained and supported throughout the research by adopting the doctrine of anonymity and
informing the respondents about the purpose of the study’s activities in advance. The data
collection instrument was designed to ensure respondents confidentiality and privacy. With
respondent to data collection, analysis and interpretation, attempts were made to reference and
credit all the sources cited. Plagiarism, fabrication of falsification was avoided while honestly

have been observed at all levels of study.
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CHAPTER FOUR
RESEARCH FINDINGS, ANALYSIS AND INTERPRATION

4. 1INTRODUCTION

Under this chapter, data presentation and analysis were covered. The main objective of the
study was to determine and assess the effect of strategic sourcing practice on operational
performance of Logistics main department at the Ministry of National Defense. To make the
discussions easier to understand, the researcher included tables and figures that compiled the
respondents’ overall responses and points of view that were gathered from primary and
secondary sources and examined in accordance with the goals and research questions. The
study evaluated the impact of strategic sourcing practices on the operational performance of
the Ministry of National Defense's main department of logistics through the use of a variety of
statistical tools, including SPSS, for data extraction.

4.2 Response rate

A sample size of 84 participants was the intended goal while 80 respondents completed and
returned the gquestionnaires, yielding a 95.2% response rate. The targeted sample size was 84
participants. Those filled and returned questionnaires were 80 respondents making a response
rate of 95.2%. According (Jack E. Fincham, 2014) a response rate of 50% is sufficient for
analysis and reporting, a rate of 60% is good, and a rate of 70% or higher is excellent.in this
regard the response rate for this study which was determined as 95.2% was excellent and more
enough for data analysis and interpretations.

Table 4.1: Response Rate

Frequency Percentage (%)
Questionnaires
Response 80 95.2%
Non Response 4 4.8%
Total 84 100%

Source: own survey data 2024

4.3 Validity and Reliability Assumption Test

To set up legitimacy, the investigate instrument was given to two experts who were

experienced within the area of impact of strategic sourcing practice on operational
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performance of logistics main department at the Service of National Defense and to assess the
significance of each thing within the instrument in connection to the destinations. The same
were evaluated on the scale of 1 (not very relevant) to 5 (very relevant). Validity was decided
by using of content validity index CV1). Content validity index (CVI) was gotten by adding up
the things rated 3 and 4 by the specialists and partitioning this entirety by the full number of
things within the survey. Oso & Onen, (2009), state that a validity coefficient of at slightest
0.70 is satisfactory as a substantial investigate thus the selection of the investigate instrument
as substantial for this study. The surveys utilized had Likert scale things that were reacted to.
For unwavering quality investigation, Cronbach's alpha was calculated by application of SPSS.
The esteem of the alpha coefficient ranges from 0 to 1 and may be utilized to depict the
unwavering quality of variables extricated from dichotomous (that is questions with two
possible answers) and/or multi-point organized questionnaires or scales (i.e., rating scale: 1 =
strongly disagree, 5 = strongly agree). A higher value appears a more dependable generated
scale. (Cooper, & Schindler, 2008), shown 0.7 to be worthy and unwavering quality
coefficient. The study involved surveys from 10 respondents, who were selected to take an
interest within the pilot study. Since, the alpha coefficients were all more than 0.7, a
conclusion was drawn that the instrument were acceptable reliability coefficient were suitable
for the study.

Table 4.2: Reliability Statistics test

Reliability Statistics

Dimensions Cronbach's Alpha | N of Items
Supplier Development 778 6
Developing Supplier relationship 947 7
Supplier Relationship Management (SRM) 704 6
Operational Performance .756 4
Over all Reliability 811 23

Source own survey, 2024

The above table shows that for all dimensions of alpha value were higher than the suggested
cut off value of 0.7 (Cronbach, 1951) indicating that the instruments reliability in meeting the
study was valid. This means that the objects on the separate scales accurately measure the

variables of the study objectives.
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4.4 Demographic Profile of Respondents

The study required to find the general information of the respondents involved in the study
with consideration to the gender, age, service year, current position, educational status, and
rank.

Table 4.3: Background of respondents

Frequencies

Gender Frequency Percent Valid Percent Cumulative Percent
Female 3 3.8 3.8 3.8
Male 77 96.3 96.3 100.0
Total 80 100.0 100.0
Age Frequency Percent Valid Percent Cumulative Percent
18 - 25 year 4 5.0 5.0 5.0
26-33 year 16 20.0 20.0 25.0
34-41 year 29 36.3 36.3 61.3
42-49 year 23 28.7 28.7 90.0
>49 year 8 10.0 10.0 100.0
Total 80 100.0 100.0
Education back ground Frequency Percent Valid Percent Cumulative Percent
Below college diploma 5 6.3 6.3 6.3
College Diploma 16 20.0 20.0 26.3
BA BSc degree 40 50.0 50.0 76.3
Above MA. degree 19 23.8 23.8 100.0
Total 80 100.0 100.0
Work Experience Frequency Percent Valid Percent Cumulative Percent
0-5 yr. 2 25 25 25
6-10 yr. 10 12.5 12.5 15.0
11-15 17 21.3 21.3 36.3
16-20 yr. 28 35.0 35.0 71.3
>20 yr. 23 28.7 28.7 100.0
Total 80 100.0 100.0
Current Position Frequency Percent Valid Percent Cumulative Percent
Main department head 2 2.5 25 2.5
Department head 4 5.0 5.0 7.5
Team Coordinator 16 20.0 20.0 27.5
Logistics Officer 39 48.8 48.8 76.3
Other 19 23.8 23.8 100.0
Total 80 100.0 100.0
Current Position Frequency Percent Valid Percent Cumulative Percent
Main department head 2 25 25 2.5
Department head 4 5.0 5.0 75
Team Coordinator 16 20.0 20.0 27.5
Logistics Officer 39 48.8 48.8 76.3
Other 19 23.8 23.8 100.0
Total 80 100.0 100.0
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Source: Own survey data 2024

Table 4.3 shows that among 80 responders, 77 (96.3%) were male and 3 (3.8%) were female.
The study found that male respondents made up the majority of the Logistics Main department
in MoND. This indicates that female engagement in the logistics field was very low and it is
highly dominated by males.

According to the age category in the table above, 04 (5%) of the respondents were between the
ages of 18 and 25, 08 (10%) the ages of above 49, 16 (20%) between the ages of 26 and 33,
and 23 (28.7%) between the ages of 42 and 49 and finally 29 (36.3%) were between the age of
34 and 41. This indicates that 68 respondents, or 85% of the total, were primarily between the
ages of 26 and 49, which was a productive age range for easily managing strategic sourcing

practice, and has expected to do with initiative and sourcing policies at institutions.

Regarding the educational back ground of the respondents in which below diploma 5 (6.3%)
Diploma 16(20%) half of them 40 (50%) are with first-degree holder, and while 19 (23.8%) of
them were Master’s degree. This depicted that majority of the respondents 59 (73.8%) of them
can easily able to understand the strategic sourcing concepts and benefits to change to practice
and also it is helpful to make their response be free from irrationality for this study since they
are easily able to understand.

From the respondents’ work experience with 80 employees of these 2 (2.5%) with less than 5
years, 10 (12.5%) with 6-10 years, 17 (21.3%) with 11-15 years, 28 (35%) with 16-20 years
followed by 23 (28.7%) with over 20 years of service. The majority of respondents 68 (85%)
have more than 10 years of experience in MoND Logistics main department and this implies
that they had an extensive experience with strategic sourcing and could provide reliable

information on the technique.

From the table 4.3 we see that regarding the current position of respondent 2 (2.5%) Main
department head, 4 (5%) Department head, 16 (20%) Team Coordinator, 19 (23.8%) Other
and finally 39 (48.8%) of them were placed to work as Logistics Officer Expertise. The
majority 55 (68.8%) of respondents were team coordinator and a logistics officer expertise.

From this ground, the researcher found that respondents' qualifications, experiences, and
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positions allowed them to express accurately their level of agreement, contributing to the

study's validity.

The above table shows that 2 (2.5%) were General officer 6 (7.5%) were civilians 12 (15%)
were non-commissioned officers 27 (33.8%) were higher officers and 33 (41.3%), were line
officers. The survey found that line officers and higher officer made up the majority of
respondents 60 (75%). While the rank of military were mostly related with position and long
work experience they were able to provide reliable information about this study since they

understood how strategic sourcing was implemented.

4.5 Descriptive analysis

The descriptive statics of the dimension of the determinant factor of the effect of strategic
sourcing practice on operational performance with their item is represented in the following
tables. The researcher has used mean and standard deviation to explain the results of items and
dimensions. In order to give responses for the questionnaires the respondent was requested to
choose their answer based on the five points scale according to their opinion on each question.
According to (Zaidatiol & Bagheri, 2011 ), standards five point Likert scale (1 for strongly
disagree and 5 for strongly agree) the mean score value interpreted as follows.

1.00 to 2.33 is Low

2.34 t0 3.66 is Moderate

3.67t0 5.00 is High Value

Based on that, the following data analysis was done by using of SPSS 23.

4.5.1 The Supplier Development influence on operational performance
The first objective, the study intended at determining how supplier development influences
operational performance of defense logistics department. In order to do this, the respondents
were questioned about their involvement in decision-making regarding the operational
performance of defense logistics. Table 4.9 provides a summary of the results where5 strongly
agree, 4 agree, 3 disagree, 2 disagree, and 1 strongly disagree

Table 4.4: The supplies development on operational performance

Questions Items on supplies development Mean Std. N

Conducting regular visits to suppliers’ sites enhance effectiveness 3.29 | 1.528 80
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Rewarding and recognize suppliers matures critical Intel supplier 330 | 1672 80
relationships for their best performance ' '

Encouraging collaborative agreements, with key suppliers develops in 313 | 1604 80
materials improvement

Using supplier certification program in certifying supplier quality 315 | 1780 80
encourages continuous improvement throughout the year

Placing systems to measure suppliers performance in regular basis 301 | 1695 80
enables benchmarking of supplier performance

Supporting our supplier by giving training leads to improve our 350 | 1102 80

supplier’s performance.

Source, Survey result, 2024 and SPSS 2023

From the study, it was noted that the involvement of supplier development has influences on
the operational performance. The high mean values found in the SPSS analysis of the cost,
quality deliverability, and user satisfaction-related statements suggested this. The respondents
with a mean score of 3.29 (SD, 1.528), concurred that visiting suppliers' locations on a regular

basis is to improves effectiveness.

The respondents’ agreement that they reward and recognize suppliers for their best
performance was moderately strong (mean of 3.30 (SD, 1.672); they also agreed (mean of
3.13 (SD, 1.694) that encouraging collaborative agreements with key suppliers develops in
materials improvement; and they somewhat agreed (mean of 3.15 (SD, 1.780) that using a
supplier certification program to certify supplier quality encourages continuous improvement
throughout the year; they also agreed (mean of 3.01 (SD, 1.695) that setting up a system to
regularly measure suppliers' performance enables benchmarking of suppliers' performance.
Finally, the respondents moderately agreed that supporting our supplier with training results in

improved performance from our supplier.

In summery the study found that most of the means has over around the 3.0, indicating a
general trend of moderate agreement towards the practice of supplier development practice

that significantly affect operational performance.

4.5.2 The Developing Supplier Relationship on operational performance
Regarding the second objective of the study, intended at examining how the Developing

Supplier Relationship affects operational performance of defense logistics department. To
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achieve this, the respondents were asked to indicate whether the Developing Supplier
Relationship has its effect on operational performance of defense logistics department. Able to
see the summarized findings below in Table 4.10

Table 4.5: The Developing Supplier Relationship on operational performance

Questions Items Developing Supplier Relationship Mean | Std. | N

We anticipate having longer-lasting relationships with our major suppliers. | 4.10 .704 | 80

With our main suppliers, we have long-term contractual agreements. 3.93 .689 |80

We work together with important suppliers to raise their caliber over time. | 4.10 756 | 80

Our important suppliers are seen as an extension of our business. 4.09 .830 |80
Important suppliers view our connections as a long-term partnership. 3.94 832 |80
Our relationship with our major suppliers is practically eternal. 3.98 |.826 |80

We cultivate benevolence and trust with our suppliers, which uphold our | 3.84 .702 | 80
partnership, when a company commits an error that jeopardizes problem-

solving strategies.

Source, Survey result, 2024 and SPSS 2023

It was noted that developing supplier relationship has their own influences on the operational
performance of defence logistics department. With a mean of 4.10 (SD, 0.704), respondents
strongly agreed that they expected their relationships with key suppliers to last longer; they
also strongly agreed that they had long-term contractual agreements with key suppliers; and
they collaborated with key suppliers to improve their quality over time (mean of 4.10, SD,
0.756). Additionally, respondents strongly agreed that they saw their key suppliers as an
extension of our business (mean of 4.09 (SD, 0.830); and finally, respondents strongly agreed
that key suppliers saw their relationships as a long-term alliance with a mean of 3.94 (SD,
0.826), with the mean of 3.98 (SD, 0.826); and the respondents were agreed on that they build
trust and goodwill, on their suppliers which sustains their relationship when one firm does
something wrong to compromise solutions to problems with the mean of 3.84 (SD, 0.702). The
study deduced that there is high developing supplier’s effect on the Operational performance

of defence logistics department.
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4.5.3. The Supplier Relationship Management on operational performance
The third objective of the study was aimed to determine how Supplier Relationship
Management affects operational performance of defense logistics main department. The study
sought to examine the influence of Supplier Relationship Management influences operational
performance of defense logistics main department. The survey asked respondents to rate their
level of agreement on a scale of 1 to 5, with 1 indicating strongly disagree, 2 indicating
disagree, 3 indicating neutral, 4 indicating agreement, and 5 indicating highly agree. The

results were summarized in Table 4.11.

Table 4.6: The Supplier Relationship Management on operational performance

Question items on Supplier Relationship Management Mean Std. N

We know out partnerships and have a clear data record for our 330 | 1513 80

current suppliers.

We a.\re easily identifying our best suppliers with their competitive 330 | 1672 80

rankings.

We can able to predict our supplier performance with respect to on 317 | 1690 80

time delivery, quality and costs. ' '

We have consistency in suppliers and performance across different 80
. o 3.16 | 1.768

locations and facilities.

We are gonsolldatlng our purchasing to achieve greater scale 303 | 1684 80

economies.

We are familiar with the Supplier Relationship Management (SRM) 3.04 832 80

software and the organization use in effective manner. ' '

Source, Survey result, 2024 and SPSS 2023

The findings indicated that respondents agreed that they knew their partnerships and have a
clear data record for their present suppliers, with a mean of 3.30 (SD, 1.513) regarding the
next question the respondents agreed that they were easily identifying their best suppliers,
with their competitive rankings with the mean of 3.30 (SD, 1.672) and they also agreed that
they can able to predict their suppliers’ performances with respect to on-time delivery, quality,
and costs with a mean of 3.17 (SD, 1.690), the respondents agreed that they have consistency
in suppliers and performance across different locations and facilities with a mean of 3.16 (SD
1.768); the respondents moderately agreed that they were consolidated their purchasing to
achieve greater scale economies with a mean of 3.03 (SD, 1.684); and the respondents were
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strongly agreed that they were familiar with the Supplier Relationship Management (SRM)

software and the organization use in effective manner with the mean value of 3.94 (SD, .832).

The study found that respondents had a clear understanding of their partnerships, identified
their best suppliers, predicted their performance in terms of on-time delivery, quality, and
costs, maintained consistency across locations and facilities, consolidated their purchasing for
greater scale economies, and were familiar with Supplier Relationship Management software,

with a mean value of 3.94.

4.5.4 Achievement of operational performance
The general evaluation of the organization performance with respective measurements of
metrics is based on the degree to which respondents agree with the presented assertions. They
were used to measure a 1-5 scale where 1 is strongly disagree to the statement and 5 is strongly
agreement. The response is as presented in Table4.12

Table 4.7: Operational performance

Question Items of Operational performance Mean Std. N
We were effective in decreasing the cost of acquired supplies. 350 | 1493 | 80
We were successful in ensuring the quality of the materials. 3.74 853 | 80

Our end consumers are quite pleased with the results of our purchase 3.32 | 1549 | 80

function.

We are successful in ensuring the timely delivery of ordered 3.71 874 | 80

materials.

Source, Survey result, 2024 and SPSS 2023

The above table, shows that the respondents agreed that achieving the Operational
performance they were successful in minimizing cost of purchased materials with the mean
of 3.50 (SD, 1.493); respondents were agreed that they successful in assuring quality of
purchased materials with the mean of 3.74 (SD, 0.853); respondent were agree as their end
users are satisfied with the achievements of their purchasing function with the mea of 3.32
(SD, 1.549) and additional respondents were strongly agree that they were successful in

assured on time delivery of ordered materials, with the mean of 3.71 (SD, 0.874).
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This indicates that the operational performance of defense logistics department is moderately
achieved its objective in terms of minimizing costs on purchasing material, assuring quality of
purchased materials, satisfying end users in purchasing function and successful delivering of
ordered materials within the set limit. This will result that the strategic sourcing practice was
positively influence for the achievement of operational performance that leads end users
satisfaction and timely assurance of delivery material the stakeholder satisfaction minimizing

of cost in defense logistics.

4.6 Inferential statistics

This section presents a discussion of the results of inferential statistics. Correlation analysis
was used to measure the strength of the relationship between the independent variables, i.e. the
relationship between Supplier Development, Developing Supplier Relationships, Supplier
Relationship Management, and Operational Performance. Regression analysis established the
relative significance of each of the variables on housing project implementation in the defense
army foundation.

4.6.1 Correlation Analysis
The Pearson product-moment correlation coefficient (abbreviated as r) is a measure of the
strength of a linear link between two variables. The Pearson correlation coefficient (r) can
range from +1 to -1. A value of 0 implies no relationship between the two variables.
A number greater than 0.000 shows a positive correlation, which means that if the value of one
variable raises, so does the value of the other variable. A value less than 0.000 show a negative
connection, which means that as one variable increases, the value of the other variable
declines.
The below table shows measure of association and descriptive adjectives between the
predictors variables which was originally developed by (MacEachron1982) as cited by
(Tesfaye Nigussie, 2018). Hence, the correlation output of the dependent and independent
variables presented on the table below.

Table 4.8: Measure of association and Descriptive adjectives

Descriptive adjectives Measure of Association

Very weak or very low > 0.00 to 0.20 <-0.00 to -0.20
Weak or low >(.20 to 0.40; < -0.20 to -0.40
Moderate > 0.40 to 0.60 <-0.40 to -0.60
Strong or high > 0.60 to 0.80 <-0.60 to -0.80
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| Very strong or very high

\ > 0.80 to 1:00 <-0.80 to -1:00

Source: (MacEachro, 1982) as cited by (Tesfaye.Nigussie, 2018)

4.6.2 Correlation Coefficient

Table 4.9: The correlation coefficient matrix of the predictor variable

Correlations

Supplier Developing | Supplier Operational
Development | Supplier Relationship | Performance
Relationship | Management
Supplier Pearson 1
Development | Correlation
Sig. (2-tailed)
Developing E:%?rrsecl)gtion .064 1
Supplier - =
Relationship 31g. (2-tailed) 75
Supplier Pearson .984™ .002 1
Relationship gg%ﬁ;?ﬂe ) 000 o7
Management ' '
Operational E%?:Z?Qtion 7197 3707 6737 1
Performance s, (2-tailed) 000 001 000

**_ Correlation is Significant at the 0.01 level (2-tailed)

Source own survey 2024 from SPSS 2023

The correlation matrix provided in the above table highlights the relationships between four
key variables: Supplier Development (SD), Developing Supplier Relationship (DSR), Supplier
Relationship Management (SRM), and Operational Performance (OP). The analysis of these

relationships reveals several significant insights.

Firstly, the correlation between Supplier Development (SD) and Supplier Relationship
Management (SRM) is exceptionally strong, with a Pearson correlation coefficient of 0.984,
indicating a nearly perfect positive relationship. This correlation is statistically significant at
the 0.01 level (Sig. = 0.000), underscoring the close linkage between Supplier Development
practices and effective Supplier Relationship Management (SRM).

Furthermore, the relationship between supplier development and operational performance is
also notably strong, with a correlation coefficient of 0.719. This positive correlation is

statistically significant at the 0.01 level (Sig. = 0.000), suggesting that robust Supplier
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Development efforts are strongly associated with enhanced Operational Performance
outcomes. Similarly, Supplier Relationship Management (SRM) and Operational Performance
(OP) exhibit a strong positive correlation of 0.673, which is significant at the 0.01 level (Sig. =
0.000). This indicates that effective practice of Supplier Relationship Management (SRM)
contributes significantly to operational performance.

In contrast, the Developing Supplier Relationship (DSR) shows different patterns of
correlation. The correlation between Developing Supplier Relationship (DSR) and Supplier
Development (SD) is weak and not statistically significant (r = 0.064, Sig. = 0.575), indicating
that Developing Supplier Relationship (DSR) does not have a meaningful relationship with
Supplier Development (SD). Additionally, the correlation between Developing Supplier
Relationship (DSR) and Supplier Relationship Management (SRM) is virtually nonexistent (r
= 0.002, Sig. = 0.987), further suggesting that Developing Supplier Relationship (DSR) does
not align closely with Supplier Relationship Management (SRM) practices. However,
Developing Supplier Relationship (DSR) does have a moderate positive correlation with
Operational Performance (OP), with a coefficient of 0.370, which is statistically significant at
the 0.01 level (Sig. = 0.001). This indicates that while Developing Supplier Relationship
(DSR) is somewhat related to operational performance, its impact has less pronounced
compared to the influence of Supplier Development (SD) and Supplier Relationship
Management (SRM).

In summary, the data suggests that Supplier Development (SD) and Supplier Relationship
Management (SRM) are closely interconnected and both significantly enhance Operational
Performance (OP). However, Developing Supplier Relationship (DSR) does not significantly
correlate with Supplier Development (SD) or Supplier Relationship Management (SRM) but
does show a moderate relationship with Operational Performance (OP). These findings
underscore the importance of integrated sustainable practices strategic sourcing for achieving

high operational performance.

4.6.3 Regression Analysis
According to Julie (2005), multiple regressions are a collection of techniques used to
investigate the relationship between a single continuous dependent variable and a number of
independent variables or predictors (typically continuous). Multiple regressions are based on
correlation but allow for a more comprehensive examination of the connection of a group of
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variables. As a result, the researcher investigated the relationship between the dependent
variable (operational performance) and the independent factors (supplier development,
developing supplier relationships, and supplier relationship management). To accomplish this,
the researcher employed numerous regressions analysis models (see table 4.10).

4.6.4 Testing Assumption of Multiple Linear Regressions

4.6.5 Mulit-Collinearity Statistics test

According to (Douglas Altman, 2013), before proceeding with multiple regression analysis,
the researcher must first ensure that the following assumptions, such as sample size, outliers,
normality, linearity, multi-co linearity, and assumptions related to multiple regression

diagnostics, including cut-off values, are valid.

According to Kim (2013), while checking multi-collinearity effects, two things should be
checked tolerance and VIF from the coefficient table. If the Tolerance number is very little
(less than.10), it suggests that there is a high multiple correlation with other variables,
implying the likelihood of multi-collinearity. The second value is the VIF (variance inflation

factor), which is simply the inverse of the tolerance value.

If VIF = 1 indicates no association between the predictor and the other predictors. The
coefficient's variance is not inflated and if 1 < VIF < 5 indicates moderate association, but not
severe enough to warrant corrective action and if VIF > 5 indicates a high correlation, which
could be problematic (O’BRIEN, 2007). In this regard the researcher proceeds to test the
mulitcollinearity test before proceed to the mulit regression analysis and the result was found
that there is high value of two independent variables showed in the table below.

Table: 4.10a Mulit-Collinearity Statistics

Collinearity Statistics
Model Tolerance VIF
(Constant)
Supplier Development 0.028 34.922
Developing Supplier Relationship 0.882 1.134
Supplier Relationship Management 0.028 34.779

Based on the above table result indicate that the mulitcollinearity result of Supplier

39




development tolerance value of 0.028 with respective VIF 34.922 indicate that very low
tolerance extremely high VIF. This show that a high mulitcollinearity issue the predictor

Supplier development is highly correlated with other predictors in the model.

Regarding Developing Supplier Relationship the tolerance value of 0.882 is high and the VIF
value of 1.134 is low which suggests that there is no mulitcollinearity with Developing

Supplier Relationship.

Similar to Supplier development the tolerance value of Supplier Relationship Management is
0.028 which is very low and the VIF value of 34.779 is extremely high. This result indicates
that high mulitcollinearity issue the predictor Supplier Relationship Management is highly
correlated with supplier development in the model. These implications of the result show that
the predictors Supplier Development and Supplier Relationship Management exhibit severe
multicollinearity indicated by their very low tolerance values and very high VIF values.

High VIF values indicate high correlation between predictor variables, leading to instability in
coefficient estimates that makes it difficult to assess each predictor's effect on the dependent
variable accurately (Michael H. Kutner, etal, 2005). Addition to that the study by (Atoyebi and
Obilade, 2024) we can determine that a high VIF indicates detection of multi-collinearity and
with a VIF ranging from five to ten indicating potentially problematic levels of association
issues and he suggests increasing the sample size is a conventional approach to mitigate the

risks associated with multi-collinearity.

However, for moderate to large sample sizes, the technique of dropping one of the associated
variables was found to be completely suitable in terms of reducing multicollinearity. Based on
several collinearity diagnostics, we can fairly conclude that, without expanding the sample
size, the second option of excluding one of the correlated variables can significantly minimize
multicollinearity Midi, Sarkar, and Rana (2010).

Based on this ground the researcher decide to reject one variable among the two high value

and proceed to made an analysis on the remains variables namely Supplier Development and

Developing Supplier Relationship as independent Variables while dependent variable is

Operational performance of logistics.

Based on these findings, the model is statistically significant and meets the multicollinearity
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assumption.
Table: 4.10b Co-linearity Statistics

Collinearity Statistics
Model Tolerance VIF
(Constant)
Supplier Development .996 1.004
Developing Supplier Relationship .996 1.004

a .Dependent Variable: Operational Performance

Source: Survey result, 2024 and SPSS

Based on the above table result indicate that the mulitcollinearity result of Supplier
development tolerance value of 0.996 with respective VIF 1.004 value. This indicates that very
high tolerance and extremely low VIF almost very close to zero. This show that a none
mulitcollinearity issue that the predictor Supplier development is no correlated with other
predictors in the model

Regarding Developing Supplier Relationship the tolerance has large value of 0.996, which is
high, and the VIF value of 1.004, which is low, and suggests that there is no mulitcollinearity
with Supplier Development.

From this, the researcher conclude that both Supplier Development and Developing Supplier
Relationship have large value of tolerance level and VIF value, which is almost sounds to say
one. This suggests that there is no multicollinearity in the model. Since the predictors have
essentially no correlation with one another, their inclusion in the inclusive of regression model
has no chance to increase the variance of their respective coefficients. Therefore,

multicollinearity is not a concern in this regression analysis based on the data generated.

4.6.6 Test of Linearity

The linearity assumption of multiple regressions was verified using the scatter plot test
(Kothari, 2004), which revealed a linear connection between the independent and dependent
variables. According to the linearity finding, residual distributions are close to the mean zero.

Linearity test used for determining to what extent operational performance of defense logistics
(depends) on the independent variables such as Supplier Development, and Developing
Supplier Relationship. Hence, study sought out there is a linearity of dependent variable
operational performance of defense logistics with the independent variables Supplier

Development and Developing Supplier Relationship respectively. (See annex for descriptions).
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4.6.7 Test of Normality
The assumption of normality depicts the distribution of errors for each given set of values on
the predictor variables (independent variables) (Williams, 2013). The distribution of scores on
the dependent variable should be regularly distributed, resulting in a symmetrical, bell-shaped
curve with the highest frequency of scores around the mean and lower frequencies at the
extremities.
Skewness and kurtosis are useful descriptive statistics for determining normality test in
distributions, supplementing normality tests and providing insights into sample size and
normalcy assumption reasonableness (Kim, 2013)
According to George and Mallery (2010) kurtosis value between -1 and 1 is considered
acceptable for normality a skewness value between -0.5 and 0.5 indicates approximately
symmetric distribution and a skewness value between -1 and -0.5 or between 0.5 and
lindicates moderate skew.
Table 4.11 Normality test

Tests of Normality

Skewness Value Kurtosis Value:
Statistics | Standardized Error | Statistic | Standardized Error
OoP -.908 .269 0.260 0.532

a. Lilliefors Significance Correction
The skewness value of -0.908 indicates that the variable OP is slightly negatively skewed. This

indicates that there are some values below the mean, and the distribution has shifted somewhat
to the right. The skewness value of -0.908 compared to its standard error (0.269) results in a
skewness z-score somehow outside the range, indicating that the skewness is statistically
slightly significant and the distribution is moderately not perfectly symmetric.

The kurtosis score of 0.260 suggests that the distribution is significantly more peaked than
average. However, because this value is close to 0, it implies that the tails of the distribution
are not much heavier or lighter than those of a normal distribution. When the kurtosis value is
0.260 and the standard error is 0.532, the kurtosis z-score is well within the range indicating
that the kurtosis is not statistically significant and is comparable to that of a normal
distribution.

In summery a positive kurtosis score of 0.260 shows that the distribution is slightly peaked

than normal, but not considerably so. The kurtosis value is not statistically significant,
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indicating that the distribution's tails resemble those of a normal distribution. A negative
skewness score of -0.908 indicates that the distribution is left-skewed, which means that the
left tail is longer and fatter. This skewness is statistically moderately significant, indicating
that the data are somehow out of symmetrical around the mean.

On the other hand, the visualized histogram has one way of analyzing the assumption test and
the below histogram and P-P plot diagram indicates that the data used in the study is normally

distributed, hence it has fulfilled the assumption.

4.6.8 Homoscedasticity test

The observed data implies that the residuals (differences between observed and predicted
values) have the same variance regardless of the level of the independent variable.

Homoscedasticity indicates that the residuals, or differences between observed and predicted
values, have the same variance. Based on the generated data the assumption of

Homoscedasticity was accepted since the observed data were not made a pattern.

4.6.9 Autocorrelation test

Autocorrelation test were observed from the table model summary result and it was suggested
that the value of Durbin-Watson result should be recommended to approaches 2. In this case

the result observed was 1.86 and it was satisfying the assumptions.

4.6.10 Multiple Regression Analysis
A multiple regression model was applied to determine the relative significance of each of the
independent variables with respect to Operational performance of logistics main department.
The regression model has stated as follows:

Y= Bo+ P 1 X1t P 2Xot+ ¢

Y was the Operational performance,

Bois the constant

X1= Supplier Development,

X2 = Developing Supplier Relationship
€ = Error term

B 1, P 2, and P 3 are coefficients
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Table 4.12: Regression Analysis Model Summery

Model Summery

Model R R Square Adjusted R Square Std. Error of the
Estimate

1 789° 622 612 .585

a. Predictors: (Constant), DSR, SD

b. Dependent Variable: OP

Source: Survey result, 2024 and SPSS

The model summary table provides a comprehensive evaluation of the multiple regression
models, which includes Supplier Development (SD) and Developing of Supplier Relationship
(DSR) as predictors, and Operational Performance (OP) as the dependent variable. The
multiple correlation coefficients (R) are 0.789, indicating a strong positive correlation between
the observed and predicted value of operational Performance (OP). This suggests that the

independent variable collectively have a strong relationship with operational performance.

The R square value, at 0.622 signifies that approximately 62.2% of the variance in operational
performance is explained by the independent variables Supplier Development (SD) and
Developing of Supplier Relationship (DSR). This demonstrates a substantial explanatory
power of the model, indicating that these predictors are significant in accounting for the
variations in Operational Performance (OP). The adjusted R square value which adjusts for the
number of predictor in the model is 0.612. This value suggests that after adjusting for the
predictors, about 61.2% of the variance in operational performance is still explained by the
model, reflecting a robust model performance even when considering the complexity

introduced by multiple predictors.

The standard error of the estimate is 0.585, which measures the average distance that the
observed values fall from the regression line. This indicates that, on average, the predicted
Operational Performance (OP) values deviate from the actual Operational Performance (OP)
values by 0.585 units. This measure provides an indication of the accuracy of the predictions

made by the regression model.

In conclusion, the model summary demonstrates that the multiple regression models with
Supplier Development (SD) and Developing of Supplier Relationship (DSR) as predictors

provides a strong and substantial explanation for the variance in Operational Performance
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(OP). The high R and R Square values demonstrate the model's effectiveness, while the
adjusted R Square confirms its robustness after accounting for the number of predictors. The
standard error of the estimate further indicates a reasonable level of accuracy in the model's
predictions. Overall, the model appears to be a good fit for explaining variations in Operational
Performance (OP) based on the given predictors. To assess the statistical significance of the
result it is necessary to look in to table 4.13 ANOVA.

4.6.11 The ANOVA Analysis
The ANOVA analysis provides insights into the relationship among the independent variables
(Developing Supplier Relationship (DSR) Supplier Development (SD) and the dependent
variable Operational Performance (OP).
Table 4.13: Analysis of Variance (ANOVA)

ANOVA?

Model Sum of square df Mean Square F Sig.

1 Regression 43.392 2 21.696 | 63.4387 .000°
Residual 26.355 77 342
Total 69.747 79

a. Dependent Variable: Operational Performance (OP)

b. Predictors: (Constant), DSR, SD

Source: Survey result, 2024 and SPSS
a. Predictors: (Constant), Supplier Development, and Developing Supplier Relationship.

b. Dependent Variable: Operational performance of defense logistics main head.

The ANOVA table presents the result of an analysis of variance performed to evaluate the
overall fit of a multiple regression model, where Operational Performance (OP) is the
dependent variable and the independent variables are Supplier Development (SD) and

Developing of Supplier Relationship (DSR).

The regression sum of squares (SSR) is 43.392, indicating the variation in operational
performance explained by the model. The residual sum of squares (SSE) is 26.355,
representing the variation in Operational Performance (OP) not explained by the model, thus
reflecting the error or residual variance. The total sum square (SST) is 69.747; combining both

explained and unexplained variations.
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The degrees of freedom (df) for the regression are two, which corresponds to the number of
predictors in the model. The residual df is 77, calculated as the number of observations minus
the number of predictors minus one (N - k - 1), and the total df is 79, calculated as the total
number of observations minus one (N). The mean square for regression (MSR) is 21.696,
which are calculated by dividing the SSR by the regression df, and the mean square for
residuals (MSE) is 0.342, calculated by dividing the SSE by the residual df.

The F-statistic, defined as the ratio of MSR to MSE, is 63.4387. This high F-value suggests a
significant link between the dependent and independent variables. The significance level (p-
value) of 0.000 demonstrates that the likelihood of this F-statistic occurring by chance is

extremely low, showing that the regression model is statistically significant.

In conclusion, the ANOVA findings show that the regression model incorporates Supplier
Development (SD) and Developing of Supplier Relationship (DSR), as predictors,
significantly explains the variation in Operational Performance (OP). The statistically
significant F-statistic confirms that the combination of these predictors meaningfully
influences Operational Performance (OP), validating the effectiveness of the model. These
variables statistically significantly predicted Operational performance, F (2, 79) = 63.4386, p <
0.05.

4.6.9 The Regression Coefficient Analysis

Table 4.14: Regression Coefficient

Coefficients?

Model Unstandardized Standardized t Sig.
Coefficient Coefficient
B Std Error Beta
(Constant) -.178 434 -409 | .683
Supplier Development 591 .059 .698 | 9.940 | .000
Developing Supplier 460 099 326 | 4.645 | .000
Relationship

a. Dependent Variable: Operational performance of logistics main department

Source: Survey result, 2024 and SPSS
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Y =-0.178+ 0.591 (Supplier Development) +0.460 (Developing Supplier Relationship). The
multiple regression analysis results reveal the relationships between Operational Performance
(OP) as the dependent variable and two independent variables: Supplier Development (SD)
and Developing of Supplier Relationship (DSR). The constant term, with an unstandardized
coefficient of -0.178 and a significance value of 0.683, is not statistically significant,

indicating it does not meaningfully contribute to the model.

Supplier Development (SD) shows a strong positive effect on Operational Performance (OP)
with an unstandardized coefficient of 0.591 and a standardized coefficient (Beta) of 0.698. The
significance value of 0.000 confirms this relationship is statistically significant, suggesting that
each unit increase in Supplier Development (SD) outcomes in a 0.591 unit increase in
Operational Performance (OP), holding other variables constant. Since the p, value is, less than
the commonly used significance level of 0.000, the researcher reject the null hypotheses (H0a)
and accept the alternative hypothesis (H1a) that Supplier Development has a significant and

positive effect on Operational Performance.

Developing of Supplier Relationship (DSR) also positively affects Operational Performance
(OP), demonstrated by an unstandardized coefficient of 0.460 and a standardized coefficient of
(Beta) of 0.326. The significance value of 0.000 indicates a statistically significant
relationship, meaning that each unit increase in DSR leads to a 0.460 unit increase in
Operational Performance (OP), controlling for other factors.

Based on the unstandardized coefficient (B) for Developing Supplier Relationship is 0.460
with a standard error of 0.099 t-value is 4.645 and p-value (Sig.) is 0.000 is less than 0.05, the
researcher reject the null hypothesis (HOb) and accept the alternative hypothesis (H1b) that
Developing Supplier Relationship has a significant and positive effect on Operational
Performance.

The t statistic is useful in determining the relative relevance of each variable in the model. As a
guideline for relevant predictors, we look for t values that are less than -0.5 or greater than
+0.5. In this scenario, supplier development is the most important aspect that influences the
operational performance of the defense logistics department. Supplier Relationship
Management has the least impact on operational success.

The t-value of constant intercept -0.409 and p-value of 0.683 shows that, the intercept is not

significantly different from zero. This suggests that the constant component makes no
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substantial contribution to the mode when all predictors are zero.

For X1: 1= 10, t = 9.940, P = 0.000 is less than 0.05, so X1 (Supplier Development) has a
significant influence on Y (operational performance of logistics head department).

X2 (Developing Supplier Relationship) has a significant influence on Y (operational
performance), as indicated by 2= 0 and t = 4.645 (p = 0.000).

This detailed interpretation indicates in determining both variables have a substantial impact

on the dependent variable, as well as the strength of their effects.

In summary, the analysis highlights that Supplier Development (SD) and Developing of
Supplier Relationship (DSR) are significant predictors of Operational Performance (OP), with
SD having a strong positive effect and DSR having a moderate positive effect.

To evaluate the combined effect of these two variables we must examine the overall model
significance, which is not given in the above detailed output. In order to evaluate the
combined effect of all two variables it would usually entail examining the ANOVA table's F-

statistic and corresponding p-value.

Accordingly, the F-statistic, value of this 63.4387 high indicates a significant relationship
between the dependent variable and the independent variables. The significance value (p-
value) of 0.000 confirms that the probability of this F-statistic occurring by chance is

extremely very low, indicating that the regression model is statistically significant.

Therefore, the researcher can suggest that based on the above F-static value given and the
significant p-values of both Supplier Development and Developing Supplier Relationships
have the significance of the individual predictors the combined effect over the operational
performance is significant effect on Operational Performance. This conclusion were supported
and verified though using the model summary's F-statistic and p-value support the model's

significance.

4.6.10 Discussion
This study sought to examine the impact of strategic sourcing practices on the operational
performance of the ENDF Logistics main department. A strategic sourcing method is widely
recognized as successful when it is provided on time, within the required quality and quantity,

and to the satisfaction of the end user. The study focused on three strategic sourcing
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dimensions: supplier development, developing supplier relationships, and supplier relationship
management.
The findings of this study emphasized that the relationship among the dependent variable with
the independent variables vary across various performance indication operational
performance. This section, therefore, concentrates on a full description of the study's primary
findings, as well as comparing the study findings to the literature in order to reach a
comprehensive conclusion.
From the study, regarding the first objective Supplier Development has a positive effect on
operational performance. From the analysis part, this conclusion can be justified through the
interpretation of the regression analysis result provided and supported by existing in the
literature parts.
Based on the findings result of Unstandardized Coefficient (B) Value 0.591 we conceive that
for each unit increase in Supplier Development, the operational performance of the logistics
main department increases by 0.591 units holding others variables. Addition to that the t-value
of p-value equals to 0.000 which is very low p-value (less than 0.05) indicate that the positive
effect of Supplier Development on operational performance is statistically significant which
was also supported by different empirical and literature reviewed.
Accordingly, the empirical study (Sani, 2020) on the effect of supplier development on
operational performance of Manufacturing firms in Nigeria the study have showed that supplier
development activities (supplier financial support, supplier technical support, early supplier
involvement, supplier audit) is strong determinant of manufacturing firms on operational performance.
Additional study done by (Dalvi and Kant, 2018) there is a substantial relationship between
supplier development practice and operational performance (R2 = 0.717), accounting for
71.7% of the variation in operational performance explained by the study's independent
factors.
According to (Krause et al., 2006) we can determine that supplier development initiatives lead
to significant performance improvements for both suppliers and buying firms. This indicates
that developing suppliers can enhance their capabilities, leading to better overall operational
performance for the buying firm.
From the study of second objective, it was noted that, developing supplier relationship has a
positive effect on organizational performance of logistics main department.
Developing Supplier Relationship has a positive effect on Operational Performance, which
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have been the accepted alternative hypotheses in the analysis part. From the analysis part, this
conclusion can be justified through the interpretation of the regression analysis result provided
and supported by existing in the literature parts.

Based on the findings result of Unstandardized Coefficient (B) Value 0.460 we conceive that
for each unit increase in Developing Supplier Relationship, the operational performance of the
logistics main department increases by 0.460 units holding other variables constant. Addition
to that the t-value of p-value equals to 0.000 which is very low p-value (less than 0.05)
indicate that the positive effect of Developing Supplier Relationship on operational
performance is statistically significant. This result is reinforced by current academic research,
which shows that excellent supplier relationships improve communication, quality, reliability,
and operational efficiency, all of which contribute to higher organizational performance. It is
crucial to establish and preserve strong supplier relationships in order to improve operational
performance and to get the most out of their supplier partnerships, businesses should
concentrate on developing collaboration, protecting flexibility, and establishing trust (Li et al.,
2022.)

Based on (Kareem & Kummitha, 2020) evidence, strategic developing supplier relationships
significantly enhance operational performance by improving supply chain resilience, reducing
costs, and fostering innovation through collaborative partnerships. The importance of
developing supplier relationship in knowledge sharing and collaboration within effective
supplier relationships practices they linked to improved innovation, quality, and operational
efficiencies, ultimately boosting organizational performance (Wong et al., 2020).

The analysis excludes Supplier Relationship Management (SRM) from the analysis due to high
mulitcollinearity values, which can make it difficult to determine its effect on Operational
Performance, leading to unreliable coefficient estimates. According to the research by (Kock
and Lynn, 2012) lateral collinearity and misleading results in variance, emphasizes the
importance of detecting and addressing multicollinearity, recommending VIF values above 10
as a clear indicator of problematic multicollinearity and suggesting the exclusion of one of the

correlated variables.

In the summary, the study examines the effect of strategic sourcing practice on the operational
performance of the ENDF Logistic main department. It focuses on Supplier Development,

Developing Supplier Relationship, and Supplier Relationship Management. The results show
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that Supplier Development positively affects operational performance, with a 0.591 unit
increase in operational performance for each unit increase in Supplier Development. This
positive effect is statistically significant, supported by empirical and literature reviews. The
study concludes that strategic sourcing practices are crucial for enhancing operational
performance.

The study by Sani (2020) and Dalvi and Kant (2018) found that supplier development
activities significantly impact operational performance in Nigerian manufacturing firms. The
research also found that developing suppliers enhances their capabilities, leading to better
overall performance for the buying firm. Additionally, the study found that developing
supplier relationships positively affects organizational performance in the logistics department.
These findings support existing literature and support the hypothesis of supplier development.

Regarding the second objective, the study reveals that a 0.460 unit increase in Developing
Supplier Relationship leads to a 0.460 unit increase in operational performance for the logistics
main department. This positive effect is statistically significant, indicating that excellent
supplier relationships improve communication, quality, reliability, and operational efficiency,
contributing to higher organizational performance. To maximize the benefits of supplier
relationships, businesses should focus on collaboration, flexibility, and trust.

The study Kareem & Kummitha's (2020) and by Li et al. (2022) indicates that strategic
supplier relationship development significantly improves operational performance by
enhancing supply chain resilience, reducing costs, and fostering innovation through
collaborative partnerships and to enhance operational performance and maximize supplier

relationships, businesses should focus on collaboration, flexibility, and trust, as suggested.
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CHAPTER FIVE

SUMMERY, CONCLUSION AND RECOMMENDATION
5.1 Introduction

The findings on strategic sourcing practice used at Ethiopian National Defense Force Logistics
Main Department Head, and their effects on logistics operational performance, were
summarized in this chapter. Based on the study's findings summery recommendations were
presented after a summary of the overall findings and lastly, recommendations for topics to be

looked into for further additional research are covered.

5.2Descriptive Analysis

The study reveals that the effect of supplier development on operational performance is
positively and significantly high with cost minimization, high quality deliverability, and end
user satisfaction with regard to the strategic sourcing activities investigated under the study
like regular visits, rewards, collaborations, certification programs, and performance

measurements can run within the specified framework.

In case of developing supplier relationships, can also significantly influences the operational
performance of the defense logistics department in terms of building trust and goodwill
sustains relationships even when problems can occur there are compromises and find solutions
for better long term relationship.

The study found that respondents were skilled at understanding partnerships, recognizing top
suppliers, projecting performance, maintaining consistency, streamlining purchases, and using

Supplier Relationship Management software.

Regarding the practice of strategic sourcing performance indicator the defense logistics
department's operational performance is moderately achieved, focusing on minimizing costs,
ensuring quality, satisfying end users, and delivering ordered materials within set limits,

indicating the positive influence of strategic sourcing practices.

5.3Correlation Analysis
The correlation matrix demonstrates the relationship between Supplier Development,
Developing Supplier Relationships, and Operational Performance. Strong positive correlations

demonstrate their importance in developing effective supply chain procedures and improving
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operational performance. However, Developing Supplier Relationship shows unique
association patterns, indicating that it is less closely aligned with Supplier Development and
Supplier Relationship Management. Despite this, it has a moderate positive connection with
operational performance, indicating a potential, albeit minor, impact on operational

performance.

5.4Multiple regression analysis

In conclusion, the regression analysis results demonstrate the overall strengthens and relevance
of the correlation between the independent variables of supplier development and developing
supplier relationships (DSR, SD) and the dependent variable operational performance (OP).
The coefficients for each predictor provide precise information on how they contribute to

explaining the variance in operational performance.

5.5The ANOVA Analysis
The ANOVA results show that the regression model, including Supplier Development and
Developing of Supplier Relationship, significantly influences Operational Performance, with a

significant F-statistic confirming and validating its effectiveness of the model.

5.6 The coefficient analysis

The analysis reveals that Supplier Development (SD) and Developing of Supplier Relationship
(DSR) are significant predictors of Operational Performance (OP), with SD having a strong
positive effect and DSR having a moderate positive effect. The combined effect of these two
variables can evaluated using the ANOVA table's F-statistic and p-value. The F-statistic value
of 63.4387 and a p- value of a 0.000, indicates a significant relationship between the dependent

and independent variables, confirming the statistical significance of the regression model.

The researcher decide that the combined effect of Supplier Development and Developing
Supplier Relationships on operational performance is significant, supported by the F-statistic

and p-values.

5.7 Conclusion:

The defense logistics department's operational performance is moderately achieved, focusing
on minimizing costs, ensuring quality, satisfying end users, and delivering ordered materials

within set limits, indicating the positive influence of strategic sourcing practices.
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According to the findings strong positive correlation between Supplier Development and
Supplier Relationship Management, emphasizing the importance of aligning these strategies
for efficient strategic sourcing practice and operational excellence, resulting in improved
quality, cost efficiency, and delivery reliability of operational performance of ENDF logistics

main department were observed.

The strong positive correlation between supplier Relationship Management (SRM) and
Operational Performance indicates that effective management of supplier relationships
significantly improves overall operational performance. Developing Supplier Relationship
(DSR) also plays a moderate positive correlation with operational performance, albeit to a

lesser extent.

The separate inquiries of the relationship between the dimensions of strategic sourcing practice
and operational performance found that all of the factors have a statistically significant and
positive relationship with operational performance.

In terms of the predicting power of the dependent variable's dimensions it has been determined
that supplier development and developing supplier relationship have statistically significant
Beta value that influence the dependent value which is operational performance of ENDF
Logistics main department. It has also discovered that all elements of strategic sourcing

procedures have a statistically significant positive correlation with operational success.

Additionally, the Supplier Development (SD) and Developing of Supplier Relationship (DSR)
are significant predictors of Operational Performance (OP), with SD having a strong positive
effect and DSR having a moderate positive effect. The combined effect of these two variables
is statistically significant with an F- statistic of 63.4387 and p- value of 0.000, confirming the

relationship between the dependent and independent variable.

Overall, the study findings indicate that the level of strategic practice and operational
effectiveness in ENDF logistics main department are moderate, and it indicates a positive
correlation between strategic sourcing practice and operational performance, within the
predetermined variables, and the relationships are statistically significant predictors of

operational performance of logistics main department.
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5.8 Recommendations

>

As the study result revealed on the analysis part the existing strategic sourcing practice was
moderate it recommended, that investing in supplier development efforts and developing
supplier relationship metrics can improve operational performance. This could include
training programs, quality improvement initiatives, and the use of technology to enhance

supplier capabilities and processes.

To enhance the operational performance in terms of improved quality instant delivery of
time reduced overall cost and end user satisfactions the logistics main department has
advised to develop strategies and prioritize trust, communication, and collaboration with
suppliers in order to increase operational performance.

Organizations should allocate resources towards enhancing supplier capabilities, processes,
and performance through targeted development programs. Collaborative efforts with
suppliers to implement best practices, innovation, and quality improvement initiatives can
yield tangible benefits in terms of cost reduction, quality enhancement, and supply chain
resilience.

Organizations should enhance operational performance by optimizing internal processes,
resource utilization, and performance metrics alignment, and continuously monitoring Key
performance indicators and they should review strategies for developing supplier
relationships to strengthen their contribution.
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Annexure

ractice
Case MoND Logistics ¥

Dear Respondent, My name is Temesgen Bekele, from ENDF. Currently | am conducting my

Master thesis entitled “The effect of strategic sourcing practice on Logistics operational

performance, the case of MoND Logistics Main Department”.

The information | collect will help me to know the effect of strategic sourcing on

organizational performance and forward recommendation based on results. All of the answers

you give will be confidential and will not be shared with anyone other than the researcher. |

hope you will agree to answer the questions since your views and answers were crucial for my

study. If there is any question you don't want to answer, just skip it go on to the next question

and please call for detail information on +251911830024 at any time.

Thank you in advance.

v No need of writing your name.

v’ Indicate your answer with a check mark (V) on the appropriate block/cell both for multiple
choice and Likert scale questions.

v" If you need further explanation you can contact me and discuss the matter freely via
E-temesgenbekele51@gmail.com.

Section I: Respondents Profile:

1.1 Gender: Female [ Male [
1.2 Age: 18-25 Year [ 26-33 Year [ 34-41 Year [
42-49  [] above 49 years []
1.3 Educational Qualification: Below college diploma [] College diploma [

First Degree (BSc, BA) [ Second Degree and above (MSc, MA) [

1.4 Year of service in the current position: 0to 5 years [] 6 to 10 years [J
11to15years [1 16to 20 years [ above20 years [
1.5 Current Position Assigned
Main dep’t head [J Department head [1 Team Coordinator [
Logistics Officer [J Civil Experts’ (1 Other 0
1.6 Military Rank: General officer [J Higher officer [J

Line officer L1 NCO (Non- commissioned Officer) [J Private [J Civil []
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Section I1: Main Questionnaire

v Please indicate your choice by putting the tick mark (V) on the appropriate cell.

Where, 1 = strongly disagree, 2 = disagree, 3 = neutral, 4 = agree, 5 = strongly

agree.

2 Please indicate the degree to which you agree with the following statements regarding the

practices of collaborative buyer-supplier relationship in Logistics Main department.

(Please take your key suppliers of critical items in mined while rating the statements).

No.

Measurement ltems

Score

1] 2]3]4]5

Supplier Development

2.1

Conducting regular visits to suppliers’ sites enhance effectiveness

2.2

Rewarding and recognize suppliers matures critical Intel supplier
relationships for their best performance

2.3

Encouraging collaborative agreements, with key suppliers develops in
materials improvement

2.4

Using a supplier certification program to certify supplier quality
encourages continuous improvement throughout the year

2.5

Placing a system to measure suppliers performance in regular basis
enables benchmarking of supplier performance

2.6

Supporting our supplier by giving training leads to improve our
supplier’s performance.

Developing supplier relationships

2.7

We expect our relationships with key suppliers to last a longer time

2.8

We have long-term contractual agreements with key suppliers

2.9

We collaborate with key suppliers to improve their quality in the long run

2.10

We view our key suppliers as an extension of our company

2.11

Key suppliers see our relationships as a long-term alliance

2.12

The relationship we have with key suppliers is essentially evergreen

2.13

We build trust and goodwill, on our suppliers which sustains our relationship
when one firm does something wrong to compromise solutions to problems.

Supplier Relationship Management (SRM)

2.14

\We know our partnerships and have a clear data record for our current
suppliers.

2.15

\We are easily identifying our best suppliers, with their competitive rankings

2.16

We can able to predict our suppliers’ performances with respect to on-time
delivery, quality, and costs.

2.17

\We have consistency in suppliers and performance across different locations

and facilities.
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2.18|We are consolidating our buying to achieve greater scale economies.

2.19|We are familiar with the Supplier Relationship Management (SRM) software
and the organization use in effective manner.

3. Please indicate the degree to which you agree with the following statements regarding the
purchasing performance of Logistics Department.

No. Score

Measurement Items 1 2 3 4

Operational Performance

2.20 We are successful in minimizing cost of purchased materials,

2.21 \We are successful in assuring quality of purchased materials,

2.22 |0Our end users are much satisfied with the achievements of our
purchasing function

2.23 We are successful in assuring on-time delivery of ordered materials,
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Figure 2Partial Regression Plots of Variables
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Figure 3Histogram of Regression Standardized residual
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