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Abstract 

Based on current competitive market, supply chain becomes to be more and more impor-
tant to overall corporate strategy. Finding good suppliers makes much more senses for the 
companies nowadays as purchasing is one of the basis parts on the upstream of the supply 
chain.  

China has been very successful on turning itself into a production powerhouse in just two 
decades, so how to find and select the convenient suppliers in China is a very important 
and modern topic. 

The thesis has been starting with the introduction part, where the importance of outsourc-
ing, Chinese current manufacturing capabilities and some other factors will be introduced. 
Besides, the purpose of this thesis is to study and analysis the criteria and processes are 
used by PCH International on the selection of suppliers in China. The authors try to un-
derstand how foreign companies find the right Chinese suppliers based on a case studying, 
which is PCH International, an Irish company. 

Within the theoretical framework part, the authors discussed the supplier selection criteria 
firstly, which are very important and necessary to evaluate suppliers‟ performances. Then 
the thesis was provided with an insight into some common theoretical methods, which fol-
lowed by the supplier selection processes. Total Cost of Ownership, Data Envelopment 
Analysis and Mathematical Programming are presented in basic term. The part in the theo-
retical review was informed about the structure of the supplier selection process, starting 
with the preparation step, followed by prequalification and evaluation steps and resulting in 
the final selection of the suppliers.  

In the methodology part, the approach for the research will be presented, it will be divided 
into four parts, which are choice of topic, choice of method, data collection, research‟s va-
lidity and reliability. 

The empirical finding part consists of practical information which was provided by the case 
company mentioned above through questionnaires and interviews. The values of the 
evaluation criteria are depend on the respective goals.  

For data analysis, the theoretical evaluation models, on the other hand, are not used by this 
case. The company uses their own methods which are presented in the empirical part as 
well as in the analytical part of this thesis, the reasons will be describe carefully in this chap-
ter.  

Finally, this thesis ends with a conclusion, which with the answer of the research question. 
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1 Introduction 

In this chapter the readers will be given the importance of outsourcing, Chinese current manufacturing capability 
and the case. And then, the following part would be narrowed down to the particular topics of selecting and 
evaluating the right supplier. The research question could be brought up by the end of introduction part. 

1.1 Background 

Competition, globalization, technology, pace and the capital markets have had significant 
impact on business. In recent years, increasing numbers of companies have become aware 
that the marketplace encompasses the world. (Coyle, Bardi, Langley, 2003) 

Lots of employees from business organizations have to take quite a large duty in such short 
time. Logistics managers realize that they need to do much work in terms of conceptualiz-
ing, designing, and implementing logistics initiatives that may be effective globally. (Coyle, 
Bardi, Langley, 2003) To deliver maximum customer value, customization, and satisfaction, 
companies have to be able to identify their core competencies and trim away the excess fat 
of processes impacting company performance and profitability, they have to meet today‟s 
business challenges quickly and efficiently. 

Outsourcing is a big business challenge nowadays, numerous of companies have started 
outsourcing so as to cut cost and improve the efficiency. There are lots of benefits of oper-
ating outsourcing, such as reduction in distribution and manufacturing services costs, re-
duction of hourly and management employees, improved accuracy and flexibility, leverag-
ing a greater network, access to world-class technology, improved customer satisfaction, 
improved quality, reduction in capital investment, cash flow and so on. 

In the past ten years, manufacturing technology in China has been developing rapidly in the 
global world, more and more firms start to outsourcing to China nowadays. China is grab-
bing many of the prizes in consumer products in today‟s global competing situation. After 
becoming an official member of WTO (World Trade Organization), China is getting more 
open to the world, depend on the lower costs on labor, raw materials, preferential policy 
from Chinese government and reduction tariff.  

Traditionally, the supplier selection criteria were mainly concerned with quality, delivery 
and price (Smith et al., 1963), however, according to recent researches, there are several 
soft measurements have been put on, such as supplier adaptability and measures of rela-
tionship performance (Millington et al., 2006). China has been recognized as the one, who 
can manufacture products better in quality, cheaper in price and faster in delivery time after 
all.  

Undoubtedly, China has become a fascinating market for western companies especially af-
ter the economic recession in Europe in the early 1990s (Wong & Leung, 2001). Nowadays, 
most of European companies realized that China has become a huge sourcing opportunity 
as well as a significant challenge. Since China has been very successful in turning itself into 
a production powerhouse in just two decades, it has become to be one of the largest ex-
porters in the world and for many purchasers from foreign countries. 

As globalization continues, outsourcing is growing more complex, basically, there are 
mainly two ways to outsource in other countries, which are looking for a local agent to 
source the products or services, or find the manufacturers directly from that country. 



 

 
2 

Due to low English proficiency, cultural differences, difficulties to establish relations built 
on trust and other reasons, using a local agent in China to source products or services for 
foreign companies has become to be more and more popular. The case we have found for 
the thesis, is an agent, which helps foreign companies purchasing and distributing. 

Supplier selection is very critical as suppliers are playing a very significant role in the pro-
duction, delivery, and service of competitive quality products. It is worthwhile to invest on 
making sure these relationships are selected and managed effectively and efficiently. There-
fore, a methodical supplier selection process for the local agent is very important, the right 
criteria or process could always help you to make the right decision and the most conven-
ient supplier is an obvious key to success in the business. 

1.1.1 Background of the case – PCH International 

PCH International was founded in Cork, Ireland 12 years ago where the company head-
quarters remain today. The operational headquarters of PCH are in Shenzhen, South China 
at the heart of China's 'factory to the world' within two hours drive to all their suppliers. It 
is a world class supply chain management company focused on the consumer electronics, 
personal computers, medical devices and telecommunications industries, and also in a posi-
tion to offer integrated solutions from product design right through to fulfillment direct to 
the hubs or end customers. 

PCH presently employ over 800 staff in Ireland, China, Taiwan, Singapore, UK, USA, Bra-
zil and South Africa and they are offering manufacturing services (creative, engineering, 
manufacturing and compliance management), postponement services (creative, retail pack-
aging, configure to order and build) and fulfillment services (DC bypass, order manage-
ment and forward logistics). 

PCH have packaging facilities in Shenzhen and Singapore. And their clients include 3 of 
the top 5 PC Manufacturers in the world and 3 of the top 5 Consumer Electronics compa-
nies. They also work with the Telecommunications and the Medical Device Industries.  

(Resources from www.intl.com) 

1.2 Problem discussion 

This thesis conducts a study of supplier selection in China from the aspect of the single 
case, PCH International. 

PCH International, as an Irish trading company, is quite risky to enter into Chinese market 
to find suppliers and corporate with them as the culture difference are huge between China 
and Europe countries. 

Besides, China is relatively far away from the U.S and the European market, the transporta-
tion costs on outsourcing to China are relative higher, which will be considered during 
sourcing.  

Meanwhile, the changes on RMB exchange rate, the increasing raw materials‟ price and la-
bor costs would also affect the competition of the products.  

Above all, the research questions of this thesis can be summarized following: 

http://www.intl.com/
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Which and why the criteria and processes are used by PCH International on the selection 
of suppliers in China due to the problems have been mentioned above? 

To achieve the research question, there are three sub-questions need to be answered in the 
thesis, which are:  

• Which criteria and processes are used by PCH International on the selection of Chinese 
suppliers?  

• What are the selection and evaluation methods are recommended by the literatures?  

• If the criteria and processes are used by PCH International has matched the criteria and 
processes are recommended by the literatures? 

1.3 Purpose of the thesis 

The purpose of this thesis is to study and analysis the criteria and processes are used by 
PCH International on the selection of suppliers in China. 

1.4 Delimitations 

The thesis will be delimitated to one representative example and the relationship between 
PCH International and their Chinese suppliers in production flow, information flow and 
financial flow. 

1.5 Disposition of the thesis 

The chapters will be disposed as below: 

In Chapter one, explanation of the background of the study presents the research problem, 
outlines the research purpose, the delimitation and disposition of the research. 

In Chapter two, theoretical framework related to our thesis will be presented. The first part 
of this chapter is going to discuss supplier selection‟s methods, processes and criteria.  

In Chapter three, the methodology for the thesis will be presented.  

In Chapter four, the empirical findings, both from interviews and other sources of evi-
dence will be presented. 

In Chapter five, the empirical findings will be analyzed by the helps of theoretical frame-
work. 

In Chapter six, the conclusion to the research will be presented.   
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2 Theoretical Framework 

In this chapter, the authors will present relevant theories concerning supplier criteria, supplier process as well as 
supplier selection methods. The theoretical framework is built up on the basis of literature studies and scientific 
articles. This chapter focuses on necessary theories and the reader is proposed to look to the referred literature for 
further knowledge. 

During recent years, the importance of supplier selection has received considerable atten-
tion by more and more companies. In today‟s competitive environment, it is difficult to 
produce low cost, high quality products without satisfactory vendors. (Petroni and Braglia, 
2000). Thus selecting and maintaining a competent supplier is one of the most important 
purchasing decision for many firms. In order to fulfill the purpose of this thesis, the au-
thors will discuss supplier selection from criteria perspective and process perspective.  

2.1 Criteria for supplier selection 

The importance of using the appropriate criteria for a supplier selection has been empha-
sized by a number of researchers in the pervious literature.  

Dickson (1966) firstly brought forwards several dimensions for the supplier selection deci-
sion in the publication. His studying proposed 23 criterions which used for the supplier se-
lection.  

(1) The net price (including discounts and freight charges) offered by each vendor. 

(2) The ability of each vendor to meet quality specifications consistently. 

(3) The repair service likely to be given by each vendor. 

(4) The ability of each vendor to meet specified delivery schedules. 

(5) The geographic location of each vendor. 

(6) The financial position and credit rating of each vendor. 

(7) The production facilities and capacity of each vendor 

(8) The amount of past business that has been done with each vendor. 

(9) The technical capability (including research and development facilities) of each ven-
dor. 

(10) The management and organization of each vendor. 

(11) The future purchases each vendor will make from your firm. 

(12) The communication system (with information on progress data of orders) of 
each vendor. 

(13) The operational controls (including reporting, quality control, and inventory con-
trol systems) of each vendor. 
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(14) The position in the industry (including product leadership and reputation) of each 
vendor. 

(15) The labor relations record of each vendor. 

(16) The attitude of each vendor toward your organization. 

(17) The desire for your business shown by each vendor. 

(18) The warranties and claims policies of each vendor. 

(19) The ability of each vendor to meet your packaging requirements for his product. 

(20) The impression made by each vendor in personal contacts with you. 

(21) The availability of training aids and educational courses in the use of the prod-
uct of each vendor. 

(22) Compliance or likelihood of compliance with your procedures (both bidding and 
operating) by each vendor. 

(23) The performance history of each vendor. 

These criterions will be used for the designing of the questionnaire, and it will help the au-
thors to get a more comprehensive interview. 

Moreover, Dickson (1966) identified quality, cost and delivery performance history as the 
three most important criteria according to empirical data collected from 170 purchasing 
managers.( Petroni and Braglia, 2000). Cardozo and Caglew (1971), Hakansson and Wootz 
(1975), Dempsey (1978), Monczka et al. (1981), Wagner et al. (1989), Chapman and Carter 
(1990) and Chapman (1993) have evaluated the importance of these three criteria and other 
supplier attributes. (Petroni and Braglia, 2000). According to a review of 74 articles discuss-
ing supplier selection criteria, quality was perceived to be the most important, followed by 
delivery performance and cost. (Weber et al.,1991). In summary, these articles suggested 
that managers should prefer quality, delivery performance to low cost when they choose 
suppliers. 

Lehmann and O‟Shaughnessy (1982) proposed the key factors generally to affect supplier 
selection decision in a fundamental sense. (Petroni and Braglia, 2000). These were price, 
quality, delivery and service. The discerning analysis led the researchers to an identification 
of the following five choice criteria. 

1. Performance criteria. “How will the product do the job?” 

2. Economic criteria. “What are the various outlays that will be associated with buying 
and utilizing the product?” 

3. Integrative criteria. “Is the supplier customer oriented and committed to meeting or 
exceeding the buyer‟s expectations?” 

4. Adaptive criteria. “How certain is the buyer that the supplier can produce and delivery 
to specification?” 
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5. Legalistic criteria. “What legalistic and policy constraints must be borne in mind when 
buying this product?” 

They explained that „these five types of criteria are likely to operate in every industrial buy-
ing situation, other than the most minor purchases, since they represent the different facets 
or problems associated with a purchases.‟ (Lehmann and O‟Shaughnessy, 1982) 

However, it may not be easy to convert its needs into useful criteria, because needs are of-
ten expressed as general qualitative concepts while criteria should be specific requirements 
that can be quantitatively evaluated. (Kahrman, Cebeci and Ulukan, 2003). Thus gathering 
information with the specific criteria and measure is becoming the big issue for any firms. 
With the development of firm‟s needs and technology, Kahrman, Cebeci and Ulukan (2003) 
classified the criteria into four categories: supplier performance criteria, product perfor-
mance, service performance and cost criteria.  

Associating with the specific case in this thesis, the authors will further highlight the sup-
plier criteria, product criteria, service criteria and cost criteria respectively in the following 
parts. 

Supplier criteria  

Supplier criteria have been developed to measure important aspects of the supplier‟s busi-
ness such as its financial strength, the management approach and capability, technical abili-
ty, support resources and quality systems (Kahraman, Cebeci, Ulukan, 2003).  

First of all, the financial strength can be important to evaluate the supplier‟s financial posi-
tion and long term stability. The healthy financial performance ensures a continuous avail-
ability of its service or products. Secondly, a compatible management approach helps com-
panies build up and maintain the good relationship with suppliers. Furthermore, the level 
of quality, service, and costs of a company are directly affected by the abilities of its suppli-
ers. Thirdly, high technical abilities of the supplier can be important for a buyer because it 
secures the buying company‟s aptitude to produce high quality products and services, and 
may ensure future improvements. The fourth is the supplier‟s support resources, which are 
among others its facilities, information system, and employees. These aspects are important 
for the buying company because they guarantee the supplier‟s ability to serve. The last one 
is that a functioning supplier quality system is also important for a high degree of quality of 
the provided goods and services. In addition, a closer look at the supplier‟s performance 
history and its reputation can be useful for finding a suitable supplier. (Przewosnik, Smeja 
and Tenschert, 2006).  

Product criteria  

Product performance criteria can be used to examine important functional characteristics 
of a supplied product and its usability. Moreover, firm may evaluate the performance from 
any of the following areas: 

End use: quality, functionality (speed, capacity, etc.), reliability, maintainability, damage to-
lerance and compatibility. 

Handling: packaging, shelf-life and storage requirements. 

Use in manufacturing: quality, testability and manufacturing capability. 
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Other business consideration: product availability, environmentally-friendly features, mar-
ket brands and technology life cycle. (Kahraman, Cebeci, Ulukan, 2003). Furthermore, 
firms need to be familiar with supplier‟s standards when they adopt the global sourcing, be-
cause every country has the different standards to manufacturing and testing. 

Service performance criteria  

A firm can use service performance criteria to evaluate the benefits provided by the suppli-
er services. (Kahraman, Cebeci, Ulukan, 2003). Any purchase involves a certain degree of 
service, such as order processing, delivery, and support, so firms should consider service 
criteria in its evaluation all the time. When assessing the fitness of service, a firm needs to 
examine from these areas:  

Customer support: timeliness, accessibility, responsiveness, and dependability. 

Customer satisfiers: value-added. 

Follow-up: to keep customer informed and to verify satisfaction. 

Professionalism: Knowledge, accuracy and attitude. (Kahraman, Cebeci, Ulukan, 2003).  

Cost criteria  

Cost may be seen the most important element in the purchasing process. The costs related 
to the product, so it called “out of pocket expenses” such as purchase price, transportation 
cost, and taxes which are normally considered during a selection process. In addition, oper-
ational costs like transaction processing and costs of rejections may also be included, al-
though it requires a certain amount of effort to estimate their value. (Kahraman, Cebeci, 
Ulukan, 2003).  

In supplier selection decisions, two issues are of particular significance. One is what criteria 
should be used, we have discussed before. The other is what methods can be used to com-
pare suppliers (Zhang, Lei, Cao, To, and Ng. 2003). In the next section, the authors will in-
troduce supplier selection process, as well as the methodology will be combined with the 
steps each.  

2.2 Supplier selection process  

The supplier selection process is a responsible for the supplier-buyer connection as the de-
cision about which supplier is selected will affect the relationship of the supplier and buyer 
(Schmitz and Platts, 2004). It includes a series of activities, which can make sure to make 
the right decision for finding the right supplier for the company.  

According to Lasch and Janker (2005), supplier selection is considered a five-phase process. 
These phases are shown as follows (Figure2.2.1):  

1. Preparation of supplier selection. 

2. Supplier pre-qualification (initial screening and drawing up a short-list of potential 
suppliers from a large list). 

3. Supplier analysis 

4. Supplier selection and supplier controlling.  
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5. Supplier relationship management 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 2.2.1 Supplier Selection Process 

(Source: Lasch, R. and Janker, Chg., 2005) 

Phase 1: Preparation of supplier selection 

The purpose of this phase is to determine and formulate of decision criteria and strategy. 
Those criteria should include all the performance of the suppliers, lead-time, quality, quan-
tity, communication capability and so on. Furthermore, criteria which are evaluating the 
supply profit, e.g. quality and price also have to be established (Hong, Park, Jang, and Rho, 
H.M., 2005). Meanwhile, firm sourcing strategy also affects the final decision of supplier. 
For example, if the firm is interested in single sourcing, a single supplier is to be selected. 
On the other hand, if firms prefer a multiple sourcing strategy, more than one supplier is 
selected then. (Sonmez, 2006). 

Decision methods for problem definition are methods that support the decision-maker in 
carefully questioning the need for a decision and the alternatives that seem to be available. 
(L. Boer, Labro, Morlacchi, 2000). Mandal and Dechmukh (1994) propose Interpretive 
Structural Modeling (ISM) in their publication. ISM used table and figures to identify and 
summarise relationship between supplier criteria. It suggested companies could find de-
pendent criteria from independent criteria and try to integrate independent criteria then.  

Phase 2: Supplier Pre-Qualification 

Preparation of supplier selection 

Supplier identification 

Supplier limitation 

Supplier analysis 

Supplier relationship management 

Supplier selection Supplier controlling 

Supplier Pre-
Qualification 
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The supplier pre-qualification is always consists of defining and determining the potential 
suppliers while reducing other unsuitable suppliers. It contains two steps: the supplier iden-
tification and the supplier limitation. (Lasch and Janker, 2005). From the aspect of supplier 
identification, it is a matter to identify these suppliers who offer the required procurement 
object. For this purpose, the procurement market to be considered is first marked out and 
is searched potential suppliers who produce the desired procurement object. (Koppelmann, 
2000). The following step of the supplier limitation, it means that not all potential suppliers 
should be considered by firms. This step helps firms deal with some self-information.  

This phase looks like sorting process rather than ranking process. So categorical methods, 
data envelopment analysis (DEA), and cluster analysis (CA) can be used in this phase. The 
authors will explain the methods respectively in basic term. 

Categorical methods 

Categorical methods are basically qualitative models. It based on historical data and current 
experiences to evaluate setting of suppliers‟ criteria. The evaluations actually consist of 
categorizing the supplier‟s performance on a criterion as either „positive‟, „neutral‟ or „nega-
tive‟. After a supplier has been rated on all criteria, the buyer gives an overall rating and 
chooses one of the three options. (L. Boer, Labro, Morlacchi, 2000). Zenz (1981) and 
Timmerman (1986) have discussed the categorical method in purchasing books.  

Data envelopment analysis (DEA) 

DEA is a method based on efficiency, it weights the performance of the supplier against 
the costs of the supplier. The result is that suppliers can be categorized in two groups, the 
efficient ones and the inefficient ones (De Boer et al., 2001). Charnes, Cooper and Rhodes 
(1978) firstly proposed DEA method to evaluate the efficiency among several departments. 
Weber et al. (1992, 1996, 1998) shows how DEA can be used as a tool for negotiating with 
inefficient suppliers. The alternative involves two parts, one is benefit criteria (output) and 
the other is cost criteria (input). It helps buyers to classify the efficient suppliers and ineffi-
cient suppliers.  

For instance, using DEA method evaluates the performance of a university. The inputs 
may be annual school fund, the number of staff, the total size of university and so on, as 
well as the outputs could be the number of doctor students, master students and bachelor 
students and the scientific researches, etc..  

Cluster analysis (CA) 

CA is a basic method from statistics which uses a classification algorithm to group a num-
ber of items which are described by a set of numerical attribute scores into a number of 
clusters such that the differences between items within a cluster are minimal and the differ-
ences between items from different clusters are maximal. The result is a classification of 
suppliers in clusters of comparable suppliers. Hinkle et al. (1969) were the first to report 
this, Holt (1998) also discussed the cluster analysis in the publication. (L. Boer, Labro, Mor-
lacchi, 2000). 

Phase 3: Supplier analysis 
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At this step the buyer evaluates the short listed suppliers' efficiency. To assess potential 
suppliers one possibility is to develop a request for proposal where the services, activities, 
and performance targets are communicated. The candidates are evaluated by means of the 
reply to this request wherein the supplier should address issues like company background, 
experience in the process area, strengths, availability, certifications, and suggested solutions. 
(Click, R.L. and Duening, T.N. 2004).  

Generally, there are 5 main models to be considered for the final selection phase (De Boer 
et al., 2001). Nonetheless, not all will be suitable for every circumstance. These models are: 
Total cost of ownership (TCO), Mathematical Programming (MP), Statistical  model, (AI) 
and (AHP). 
 

From the literature review, one can know that supplier choice models can be distinguished 
in three ways, the table as follow. 

Table 2.2.1 Classification of vendor selection models 

Source: (Labro, 2001) 

 

Single item Multiple item 

Without inventory management over time Without inventory manage-
ment over time 

With inventory man-
agement over time 

Rating/linear 
weighting 

Total cost 
approach 

Mathematical  

programming 

Rating/linear  

weight 

Mathematical 
programming 

Mathematical 
programming 

 
Statistical  

Timmerman 
(1986) (categori-
cal method,linear 
averaging) 

Timmerman 
(1986) (cost 
ratio 
method) 

Chaudhry, 
Forst & 
Zydiak 
(1993) 

Grando & 
Sianesi 
(1996) 

Turner 
(1988) 

 

Bender, 
Brown,Isaac 
& Shapiro 
(1985) 

Ronen & 
Trietsch 
(1998) 

Gregory (1986) Monczka& 
Trecha 
(1988) 

Weber & 
Current 
(1993) 

 Current & 
Weber (1994) 

Degraeve & 
Roodehooft 

(1999b) 

 

Nydick&Hill 
(1992) 

Smytka & 
Clemens 
(1993) 

Pan (1989)  Akinc(1993)   

Barbarosoglu & 
Yazagc (1997) 

   Sadrian & 
Yoon (1994) 

  

Willis, Huston & 
Pohlkamp (1993) 

   Sadrian 
&Yoon 
(1994) 
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Li,Fun & Hung 
(1997) 

   Rosenthal, 
Zydiak & 
Chaudhry 
(1995) 

  

Soukup (1987)    Benton(1991)   

Thompson(1990)       

 

 

From the table, the authors found out that two-third of the existing supplier selection me-
thods can be characterized as „single-deal‟ models. These supplier selection models are ap-
plied for one product or a group of items at once. „Multiple-deal‟ models consider the se-
lection of a supplier for different products or the product groups. They also take into ac-
count the suppliers‟ performance on different levels. 

The authors will discuss every method in the basic term in the following section. 

Total Cost of Ownership (TCO) 

TCO analysis starts from a value chain perspective (Shank and Govindarajan, 1992). TCO 
is a methodology that looks beyond the purchase price, it includes all other purchase re-
lated costs as well. It is especially suitable in a supplier selection and supplier evaluation 
process where cost is of a high priority. (Bhutta and Huq, 2002). Ellram(1993) defines the 
concept as all cost associated with the acquisition, use and maintenance of a good or ser-
vice throughout the entire supply chain. In Carr and Ittner‟s (1992) definition the link to 
the supplier is made clearer. They defined TCO as a structured approach for determining 
the total cost associated with the acquisition and subsequent use of a given item or service 
from a given supplier. (Labro, 2001)TCO includes summarization and quantification of all 
the costs related to the supplier selection, such as the price paid for the item, delivery, ta-
riffs or duties, order placement, supplier search and qualification, receiving, inspection, wa-
rehousing, etc. (L. Boer, Labro, Morlacchi, 2000). It also includes costs of using the item 
such as downtime caused by late, defective or incomplete shipments, warranty works or 
customer returns associated with defective components. (Ellram, 1994) 

TCO based on case studies or small surveys of practice has been studied in the academic li-
terature. Carr and Ittner (1992) present an overview of TCO approach used by several or-
ganizations. The models they present are all modified versions of the cost ratio method 
(Soukup, 1987). Ellram and Sifferd (1993) reported on two surveys which indicate that 
most of the firms do not have a formal TOC policy in place yet, but more than half of the 
respondents use it in informal situation. Smytka and Clemens (1993) address the total cost 
method used in a division of General Electric, which is in fact a linear weighting model. El-
larm (1993) elaborates on the benefits of TCO for performance measurement, decision 
making, communication, insight and the support of continuous improvement. She indi-
cated which costs are incurred in pre-transaction, transaction and post-transaction 
processes. She goes on to discuss implementation issues. As the first critical implementa-
tion issue, she mentioned that the firm has to move away from price orientation, which 



 

 
12 

may be very difficult step to take for some firms. Secondly, a significant effort is needed to 
gather accurate cost information. (Labro, 2001).  

The third implementation issue is where to start the TCO efforts as a pilot study and plan 
where it will be used in the future. In her next paper, she added to these implementation is-
sues the choice between unique or standard models for the different purchases (Ellram, 
1994a). She goes on to interview people in 11 firms that have adapted some form of TCO. 
The firms use TCO mainly for supplier selection and evaluation or for major re-
engineering some form of weighted point method to circumvent quantification problems 
(Ellram, 1994b, 1995b). She advises to use TCO for strategic purchases where the item 
purchased is very important on a lasting basis and where a long-term relationship with the 
supplier is desired. (Labro, 2001). 

The major disadvantage associated with TCO in the academic literature is that it does not 
include revenues (Ellram and Feitzinger, 1997; Tibben-Lembke, 1998). The objective quan-
tification of the revenue side turns out to be even harder than the quantification of the cost 
side. Lack of access to relevant internal cost data and insufficient support of top manage-
ment have been identified in academic literature as the key barriers to implementation (El-
lram, 1993). Practitioner literature mentions the problem of getting information on costs 
from other departments and the difficulty in accurately allocating overhead as major prob-
lems for implementation (Milligan, 1999, 2000).  

Mathematical Programming (MP)  

These models articulate the supplier selection problem into a mathematical function that 
needs to be maximized (i.e. maximize profit). This makes mathematical programs more ob-
jective than others, however, there is a downside to this approach, which is that every as-
pect of the suppliers needs to be assigned a monetary value. In 1947, Dantzig developed an 
efficient method, the simplex algorithm, to solve linear programming models. The tech-
nique has since been applied in diverse industries (Winston, 1994). LP algorithms require 
that a single goal or objective, such as the maximization of profits or efficiency or the mi-
nimization of costs or distance travelled be specified. The contribution per unit input or 
output is specified in the objective function. Decision variables represent choices available 
in terms of amounts of either inputs or outputs. For example, some problems require 
choosing a combination of inputs to maximize profit (Labro, 2001). In order to use LP 
models effectively, several assumptions have to be met (Stevenson, 1996). Firstly, the im-
pact of the decision variables is linear in both the constraints and the objective functions. 
Secondly, decision variables are divisible. Thirdly, numerical values of the parameters are 
certain. Fourthly, negative values of decision variable are unacceptable (Labro, 2001). 

Statistical model 

Statistical models only deal with one criterion at a time, therefore they are not comprehen-
sive (De Boer et al., 2001). Hinkle et al. (1969) used cluster analysis to generate vendor rat-
ing. Ronen and Triestch (1988) developed a stochastic economic order quantity (EOQ) 
model as part of a decision support system for purchasing of items for large projects. Sou-
kup (1987) modified the linear weighting method by using probabilities for the criterion 
weights. (Weber, Current and Benton,1991). 

Artificial Intelligence based models (AI) 
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AI-based models are based on computer-aided systems. Experts‟ program AI models with 
historic data, these data will then be used to analyze the current situation and come up with 
a solution. This, however, constitutes a drawback: the one responsible for the actual selec-
tion of the supplier doesn‟t know the underlying rationale for the selected supplier. There-
fore, AI-based models are primarily suitable for situations where external justification is less 
important or as supporting tools to traditional methods (De Boer et al., 2001). 

Analytical Hierarchy Process (AHP) 

AHP is the most suitable approach in order to make a trade-off analysis between quantita-
tive criteria (Bhutta and Huq, 2002). The true strength of AHP is that it provides a well-
structured approach for determining the scores and weights for the criteria used in the 
supplier selection process. 

Phase 4: Supplier selection and controlling 

The supplier selection characterizes the final step within the decision-making process. The-
reby the buyer decides and selects which supplier among the remaining prospects is best 
qualified for the buyer‟s procurement. (ITRG,2003) 

Supplier controlling represents a regular examination of the performance of the supplier-
buyer relationship and can be done simultaneously to the selection of the supplier. By this 
step the buyer is able to reveal shortcomings of the supplier in time and can initiate counte-
ractive measures (Lasch and Janker, 2005). 

Phase 5: Supplier Relationship Management  

Supplier relationship management is the tool that defines how a company interacts with its 
suppliers. The main objective is reducing total costs and boosting company performances 
as well as helping suppliers improve themselves. The supplier relationship management is a 
combination of supplier care, integration and development (Lasch and Janker, 2005).  

Supplier relationship management includes 7 process interfaces with strategic and opera-
tional sub-processes according to Keely et al. (2001). Other works, such as Lang et al. (2002), 
refer to the life cycle of suppliers. 

Basic principles for supplier relationship management are: 

1. Evaluation criteria are defined based upon a uniform, global, business definite struc-
ture. 

2. Based upon the evaluation results, suppliers are placed in different classes. 

3. No evaluation needs to be done unless it is to serve a purpose. What this means is that 
all suppliers are given feedback regarding their evaluation result so that they can take 
action upon it. 

4. All improvement actions are documented and monitored throughout the optimization 
process to ensure complete implementation of the agreed upon corrective actions.  
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2.3 Summary of the theoretical framework 

The authors develop the figure which will use in the research company. Firstly the authors 
will take a look at the different criteria influenced on potential suppliers‟ selection for PCH 
International. In addition, it should be considered which ones are the most important and 
which can be rather neglected. Afterwards, it will be researched how the company identifies 
potential suppliers in the first place. Meanwhile, the authors will put the focus on the sup-
plier evaluation. Thereby, it will be examined that general evaluation methods have been 
applied in the company. Afterwards, it will be shown that company uses the general me-
thods or not and why the company diverges a lot from the general ones. 

 

 

 

Figure 2.3.2  The supplier selection model 

(Source: drawn by the authors) 

Above all, in this thesis the supplier selection process will be followed by this figure which 
the authors draw. First of all, preparation step is phase to identify companies‟ requirements 
and needs which consider from four aspects, supplier criteria, product criteria, service crite-
ria and cost criteria. Secondly, supplier pre-qualification and analysis should be evaluated by 
three methods, categorical methods, DEA and CA. The third step is supplier evaluation 
step, which is main process of the whole processes. Normally there are five methods could 
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be used in this step, TCO, MP, Statistical approaches, AI and AHP. The authors forced on 
two methods, TCO and AHP. The last one is supplier selecting and controlling, which 
companies make a final decision and manage the final suppliers. Consequently, the authors 
will analysis the case company followed this supplier selection in the analysis chapter. 
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3 Methodology 

This Chapter will present the methodology has been chosen for the thesis, and it will justify the chosen ap-
proach. 

There are four components will be included for the methodology part, which are choice of 
topic, choice of method, data collection, research‟s validity and reliability.  

3.1 Choice of topic 

Choosing the right topic is very important for the whole research, we were focusing on the 
topic which is interests us. Besides, the topic has been chosen as China, as a country, is one 
of the biggest populations worldwide and is a fast growing economy with an enormous im-
pact on worldwide. There are more and more companies have chosen China as a supply 
base since China entered into WTO (World Trade Organization), and to a certain extent, it 
brings many of sufficient opportunities to China. On the other hand, one of the authors 
has been working in the case company, PCH International, for one and half years as a 
supply base manager, which will be allowed them for a deeper understanding. 

3.2 Choice of method 

After the topic has been confirmed, it will be the time for choosing the right methods for 
the research. There are two general methods on data collection, which are quantitative and 
qualitative methods. The terms „qualitative research‟ and „quantitative research‟ are widely 
used and understood within the realms of social research as signposts to the kind of as-
sumptions being used by the researchers and the nature of the research being undertaken 
(Loraine Blaxter, Christina Hughes and Malcolm Tight, 2001).  

A quantitative research method uses a few variables and a large number of respondents in 
order to reach generalizability; while a qualitative research method uses few respondents 
but many variables in order to allow for deeper understanding (Maylor & Blackmon, 2005). 
In many cases the best research might be the result of triangulation, or a combination of 
both quantitative and qualitative methods (Patton, 2002). 

Since this is a single case study, the research should be more deep and specific instead of 
wider, so qualitative method would be used for the study. 

Case study 

Yin (1994) refers to a case study is one of the most important methods for handling re-
search out of the five main methods, which are experiments, surveys, histories, archival 
analysis, and case study. 

He indicates that case study is “An empirical enquiry that investigates a contemporary phe-
nomenon within its real life context, especially when the boundaries between phenomenon 
and context are not clearly evident”. 

According to Maylor and Blackmon (2004), a case study is not a “pure” research method as 
data is likely to be collected from multiple sources and using several methods such as sur-
veying, interviewing, participant observation and archival research. A case study is particu-
larly useful when a limited and exploratory study is conducted as well as when the research 
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problems are formulated in forms of “How” and “Why”. A case study allows for deep un-
derstanding. 

According to Yin (1994), there are four basic types of design for case study as below: 

 

Figure 3.2.1 Four Basic Types of Design 

The single-case design will be used as the research is all about one unique and critical case 
from PCH International. For getting more clearly data, which means embedded case study 
design will be used, there will be multiple units of analysis in the following chapter. So, ac-
cording to the Figure 3.2.1, Type 2 will be chose for the thesis. 

3.3 Data collection 

All research involves the collection and analysis of data, whether through reading, observa-
tion, measurement, asking questions or a combination of these or other strategies. The data 
collected during and for research may, however, vary considerably in their characteristics 
(Loraine Blaxter, Christina Hughes and Malcolm Tight, 2001).  

According to Ranjit Kumat (1996), for gathering the information, data are categorized as 
primary data and secondary data. Norman Blaikie (2003) stated that, “Primary data are gen-
erated by a research who is responsible for the design of the study and the collection, anal-
ysis and reporting of the data; Secodonary data are the raw data that have already been col-
lected by someone else, either for some general information purpose, or for a specific re-
search project.” 

According to Yin (1994), there are six sources of evidence, which are documentation, arc-
hival records, interviews, direct observations, participant-observation and physical artifacts. 
Base on the purpose of the thesis, documentation and interviews will be chose for collect-
ing data. 

3.3.1 Documentation 

Using documents can be a relatively unobtrusive form of research, one which does not 
necessarily require you to approach respondents first hand. Rather, you can trace their 
steps through the documents that they have left behind (Lee, 2000). 
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There are several ways to collect documents, which are 

 Be library-based, aimed at producing a critical synopsis of an existing area of research 
writing. 

 Be computer-based, consisting largely of the analysis of previously collected data sets. 

 Have a policy focus, examining materials relevant to a particular set of policy decisions. 

 Have a historical orientation, making use of available archival and other surviving do-
cumentary evidence. 

(Loraine Blaxter, Christina Hughes and Malcolm Tight, 2001).  

Above all, two ways will be used, which are library-based and computer-based. 

3.3.2 Interviews 

According to Martin (2007), an interview is a conversation with a purpose. A crude catego-
rization of the forms interviews can take is listed below (Robert B. Burns 2000). 

(Table 3.3.1 A Crude Categorization of the forms interview) 

Unstructured 

(Open-ended) 

Oral or life history interviews 

In-depth interviews 

Clinical interview 

Group interviews 

Semi-structured 

Survey interviews 

Group interviews 

In-depth interview 

 

Structured 

Standardized interviews 

Survey interviews 

Clinical history taking 

 

 Open-ended interviewing: This form of interviewing takes the form of a conversation 
between informant and researcher. 

 Semi-structured interviewing: This has been used either as part of a structured inter-
view or an unstructured interview, an investigators from both persuasions feel that this 
may help their study 

 Structured interviewing: Structured or standardized interviews are used predominantly 
in surveys and opinion polls with consequent quantitative analysis. 

Since the qualitative research method has been chosen, the “open-ended interviewing” will 
be the way for the thesis since the qualitative method has been chosen for the thesis, the 
“open-ended interviewing” would be easier for us to get more details and deeper informa-
tion. 



 

 
19 

The interview method involves questioning or discussing issues with people, it is a very 
useful technique for collecting data. The open-ended interview will be done via telephone 
and e-mail.  

3.3.2.1 Choice of respondents 

The purpose of this research is to study and analyze the criteria PCH International is using 
and going to be used on selecting Chinese suppliers, the respondents will be chose from 
two different client teams, there are four interviews in total, which are two supply base 
managers and two supply quality managers. The responsibilities for selected managers are 
showed as below: 

Respondents participating in the study:  

(Table 3.3.2 Participating Respondents) 

Position Responsibilities 

 

 

Supply Base 
Manager 

 Co-ordinating supplier selection 

 Supplier management 

 Managing communication between the supply chain and the client 
team 

 Material and terms quotation 

 Sample and prototype co-ordination and managing the sample ap-
proval process 

 Pre-production and production scheduling 

 Handling client complaints and providing feedback to suppliers. 

 

Supply Quality 
Manager 

 Work with suppliers in developing quality control processes and 
pursue improvements that will include setting up tests and controls 
for production. 

 Monitor product quality from sampling through to production. 

 Identify production & quality issues during production. 

 Participate in supplier quality management. 

 Work with clients on process and factory audits. 

 

Upon the request, the company wished to remain anonymous and therefore none of the 
respondents‟ names will be revealed in this thesis. 
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3.3.3 Questionnaire 

Questionnaires are one of the most widely used social research techniques (Loraine Blaxter, 
Christina Hughes and Malcolm Tight, 2001).  

The questionnaires will be designed base on the categories and criteria have been men-
tioned in the theoretical framework part. The questionnaire for supply base managers will 
be designed base on four perspectives, which are supplier perspective, product perspective, 
service performance perspective and cost perspective.  

Besides, the questionnaire for supply base manager will be more specific than the one for 
supply quality manager as the responsibilities for supply base manager are more important 
and useful for the purpose of the thesis. The questionnaires can be found in Appendix A & 
B. 

Above all, the methods of data collection will be shown as below: 

 

(Source: drawn by the authors) 

3.4 Research’s validity and reliability 

The research should be presented at sufficient levels of validity and reliability. Validity is 
defined as the ability of the instrument of measurement to actually measure what is meant 
to be measured and reliability is to what degree of precision this is measured 
(Carlsson,1992). 

3.4.1 Validity 

Basically, validity is boiling down to whether the research is really measuring what it claims 
to be measured, which is what kind of process or criteria PCH International is using now 
on Chinese supplier selection and what they are going to do in the future. 

The aspects of validity contain both internal and external aspects. Internal validity concern 
the chosen theories‟ relatedness to the purpose stated or whether they are adequate or not, 
while external validity includes the appropriateness of the studied phenomena or whether 
the results apply beyond the specific situation (Thomas, 2004). 

The research would apply beyond the specific case that has been studied. Based on our 
case, the data will be collected from four people from the management level of two differ-
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ent client teams of the company and all respondents‟ participating were given the chance to 
contribute to the validity of the thesis as all of them received an interpretation of the inter-
view or questionnaires on which they could comment. 

3.4.2 Reliability 

Reliability is described as the ability of receiving the same findings if the study was repeated 
either by the same or another researcher, which could also be referred to as repeatability 
(Maylor & Blackmon, 2005). 

Reliability relates to whether research results can be applied to a wider group than those 
who took part in the research study.  In other words, would similar results be obtained if 
another group containing different respondents or a different set of data points were used? 

Reliability is chiefly concerned with making sure the method of data gathering leads to con-
sistent results. Since one of the authors has been working in the case company for one and 
half years, which will increase the reliability of the thesis as well. 

Besides, embedded case study design has been chosen for the research will also increase the 
validity and reliability for the thesis. 
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4 Empirical finding 

The empirical finding part will deal with the empirical data that the authors have been collected during the 
interviews and with the help of the answered questionnaires by PCH International. First of all, we use two 
different questionnaires for the respondents, one for supply base manager and one for quality base manager, 
the findings will be described respectively from the respondents’ point of view. The completed interviews can 
be found in appendix A-1, 2 and appendix B-1, 2. 

4.1 PCH International 

PCH International was founded in Cork, Ireland 12 years ago where the company head-
quarters is still remain today. Besides, PCH International is a Shenzhen, China based supply 
chain management company focused on the consumer electronics, personal computers, 
medical devices and telecommunications industries. It is a company, which is reinventing 
the electronics industry by converting the supply chain into a flexible supply web of "just in 
time" manufacturing and shipping. They help the customers to design the product, simplify 
it to make it manufacturable, find the Chinese firms to make it, fulfill the orders and get 
them dispatched. 

4.2 Evaluation Criteria  

Before the suppliers can be pre-selected or evaluated, every company needs to set up a spe-
cial criterion for it. Therefore, the company has to identify the important evaluation mea-
surements first.  

PCH International determines those internally. The departments which are integrated with 
this identification process are quality Assurance, production, purchasing and so on. Each of 
the departments is setting up a specific reiteration which is important for the respective de-
partment, thereby, PCH manages should consider to the needs of the above mentioned re-
levant company divisions. By collecting all those criteria, the company is able to select the 
most appropriate supplier which is capable of fulfilling the requirements of each depart-
ment.  

After the evaluation criteria have been identified, the company needs to rank them in order 
to evaluate their importance level for the selecting. The following table illustrates evalua-
tion criteria from PCH International.  

（Table 4.2.1- PCH International Criteria） 

 

Criteria 

Price 

Delivery lead time 

Product quality (e.g. Rohs compliance system) 

Innovation 

Culture 

Financial position 
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Environment – friendly 

Production flexibility 

Communication system 

Performance history 

Warranties and claim policy 

Technical ability 

Responsive to customer needs 

 

In the questionnaire, the range of the importance of those criteria starts with 10 which de-
monstrates a high value and ends with 1 which illustrates unimportance of the relevant cri-
teria. According to the results of the interviews, most of the listed criteria, especially deli-
very lead time, on-time delivery, product quality, product price, product costs, product 
availability, performance history, and warranties and claim policies are the key criteria to 
PCH and none of them are considered to be unimportant. 

4.3 Findings from supply base manager 

The following table shows the factors which have repeatedly been mentioned in the ques-
tionnaire. The numbers in the right column of the table represents their respective level of 
importance for the PCH International, which has been assigned by the supply base manag-
er, ranging from 1 –unimportant – to 10 –very important. 

(Table 4.3.1 PCH Ranking Standard) 

 

Factors 1 – 10 (respondent 1) 1 – 10 (respondent 2) 

Price 10 7 

Delivery lead time 8 9 

Product quality (e.g. Rohs com-
pliance system) 

7 10 

Innovation 5 5 

Culture 1 1 

Financial position 7 6 

Environment-friendly 4 1 

Production flexibility 6 3 

Communication system 5 6 

Performance history 4 4 
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Warranties and claim policy 5 3 

Technical ability 3 3 

Responsive to customer needs 4 6 

 

For the following part, there will be four perspectives according to the questionnaire‟s de-
sign, which are supplier perspective, product perspective, service performance perspective 
and cost perspective.  

4.3.1 Supplier perspective 

According to the answers from the respondents, they have three or four Chinese suppliers 
to supply each kind of product they are dealing with, they don‟t have so many suppliers to 
support the same kind of product, but it also depends on what kind of product they are 
dealing with. For electronic components, they use several different suppliers to supply 
different parts for one product and assemble them together after that for saving costs; for 
ear piece, several different suppliers have been picked out for satisfying customers‟ 
different requirements, so how many suppliers are going to be used is mainly depend on 
the situation, but won‟t be a lot. 

For the corporation time, almost all the respondents state that they have corporate with 
their current suppliers for more than three years, which is a long time as the product orders 
were come out for just few year. Some of the respondents are pretty satisfied with their 
current suppliers, some of them are not, but they keep using their current suppliers because 
they can‟t find more convenient suppliers due to some specific reasons. For example, they 
are very satisfied with the current suppliers‟ quality part, but not satisfied with their price 
and service parts, but they didn‟t find other suppliers with the same quality but better price 
and service, so they have to keep using the current suppliers. Besides, some unsatisfied 
suppliers are supplying other products of PCH International with a cheaper price because 
of supplying this order, so the respondents really need to consider a lot if they want to 
change the suppliers. 

How to find the suppliers? The respondents are using some particular websites to find the 
potential suppliers, which is a well-known method nowadays, and the most popular 
websites for them are alibaba.com and globalsourcing.com. Besides, PCH International 
takes part in some trade exhibitions to talk to potential suppliers face-to-face. In this 
context, immediate questions can mostly be answered right away and one already gets an 
impression of the company. In case the PCH International shows interest in a supplier and 
its product, further negotiations can be carried out later.  

But, looking for the potential supplier from the websites or exhibition is only the first step, 
they still have to compare their price, quality, services and other criteria to decide which 
supplier will be used, supply quality manager will help to give advices on quality part during 
the selecting process, as we have mentioned above, there is a report need to be filled in 
when selecting the suppliers (Appendix 1-5), base on that report, they could have a clear 
comparison between those different potential suppliers. Certain general methods for 
evaluating your suppliers such as Linear Programming, Activity Based Costing, 
Mathematical Programming, Statistical Analysis, and Artificial Intelligence-based methods 
won‟t be used in PCH International, even though those certain general methods are more 
systematic and flexible, but base on the current situation of PCH International, their own 
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methods are more suitable for themselves, they can find out the most suitable suppliers by 
using their own evaluating methods. 

PCH International puts different emphasis on different products or customers, different 
products or customers require different points on different factors, as mentioned above 
(Table 4.2.1), the supply base manager would rank the factors according to their 
importance base on the requirements from different products and customers. 

After selecting the suppliers, they start corporate with each other, both respondents 
benchmark their suppliers based on their performance during supplying the products and 
from the feedback of the customers for a better corporation with the suppliers and a better 
service to the customers in the future. 

For the relationship management part, PCH International is always willing to keep long-
term and stable relationship with their Chinese suppliers, trust can be the outcome of a 
long-term relationship and may determine commitment, dependence, and future 
perspectives. 

There is always a need for PCH International to find new suppliers as there are always a lot 
of new orders are coming out. As one of the supply base managers stated, the company is 
perpetually looking at the market development to identify new product developments but 
also to identify new potential suppliers. 

Information sharing is also very important for PCH International. PCH International, as a 
local agent between the customers and suppliers, they could share the information about 
the requirements of the products, delivery time, MOQ, packaging or other basic 
information for a better understanding of the suppliers so that they could know more 
clearly about what the customers‟ need and want, but PCH International won‟t share too 
much with the suppliers about the information such as price, ship to address and so on as 
they need to protect themselves to keep the customers by their own. 

4.3.2 Product perspective 

Most of the orders that PCH International received from their customers are electronic 
components. For the two respondents we have found, one of them is in charge of the 
products of electronic components and the other on is in charge of the products of ear 
piece. 

For respondent 1, which is for the product of electronic components, price is the most 
important factor to be considered when selecting suppliers; but for respondent 2, quality is 
the most important factor to be considered. 

Satisfying customers is always the main purpose for the company, the importance level of 
each factor is mainly depending on customers‟ requirements. 

Quality is a very important criterion for most of suppliers compare with other criteria. The 
company normally assigns their SQM (supply quality manager) to inspect the products 
before the shipment so as to make sure that the quality of the products is fine before they 
are sent out. They do not do it for every shipment, but for new suppliers or new products, 
the shipment will be checked before they ship out for sure, and most of the suppliers can 
well fulfill most of the requirements from their customers so far. 

But there are still some problems from some suppliers‟ products, once it happens, PCH 
International would ask for substitutes or return the products to the suppliers. 
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4.3.3 Service performance perspective 

Roughly, PCH International is quite satisfied with the service performance of their 
suppliers, only few suppliers can‟t satisfy them on lead time. 

Besides, PCH International, as a local agent, they also have a lot of foreign uniform for a 
better communication with foreign customers, so that they can well-understanding about 
what the customers need and want, on the other hand, they have a lot of local uniform, 
who can help the company to communicate with their suppliers very well as there won‟t be 
so many communication problems such as culture conflict. 

They do not have so many problems on communication with both customers and suppliers, 
but there are still some headache things with the Chinese suppliers during the corporation. 

For electronic components, which is the product from respondent 1, they were put 
emphasis on price, which means their suppliers are lack of quality, delivery time and so on 
compare with other high-price suppliers, so the problems for respondent 1 is showed on 
quality and delivery time parts. For respondent 2, ear piece, price is not the first thing to be 
considered compare with quality and service, but due to the RMB currency exchange rate 
and the increase of the material prices, the cost for the product is higher than expected. 

For the packaging part, PCH International has their own packaging and assembling factory, 
which means packaging and assembling won‟t be a problem when needed, but some 
suppliers provide this kind of service during manufacturing, so the company would take the 
service from the suppliers if they can provide, and make packaging or assembling by 
themselves if the suppliers cannot provide this kind of service. 

4.3.4 Cost perspective 

Cost is one the most important factor needs to be considered on selecting suppliers, but it 
is mostly depend on the requirements of the customers‟ products. According to question 
number five from supplier perspective for respondent 2 with the product of ear piece, 
“price is not the first thing to be considered for the product I‟m dealing with, quality and 
services are more important.” Therefore, price is the first important factor for respondent 
1 with the product of electronic components but not respondent 2 with the product of ear 
piece. 

After confirming several potential suppliers, price comparing is one of the ways to evaluate 
the cost of suppliers for PCH. 

4.4 Findings from supply quality manager 

A certified quality management system is needed and important when selecting suppliers, 
PCH has an immaturity one right now, but due to confidential concern, they don‟t want to 
share with us about that. 

Supply quality managers share the specification from the customers with the suppliers, so 
that the suppliers can have a better understanding of customers‟ requirement. 

The products will be inspected depends on the situation, the products will be inspected 
more specific and carefully if the products is new or they come from new suppliers as 
mentioned in 4.1.2. 

There is a report, which is called “supplier access survey report”, has to be fulfilled by 
supply quality managers when selecting new suppliers (Figure 1-7), it can help them to be 



 

 
27 

clear and well-understanding about the details of the suppliers. But it is not very 
comprehensive for some special cases, and it is not very flexible and detailed sometime. 
But we can find ISO 9001 is normal standard for PCH to weigh the supplier‟s quality. 

ISO 9001 is the internationally recognized standard for the quality management of business. 
It applies to the process that creates and controls the products and services an organization 
supplies. It prescribes systematic control of activities to ensure that needs and expectations 
of customers are met. It is designed and intended to apply to virtually any product or 
service, made by any process anywhere in the world. (ISO QAR 2007-12- 05) 
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5 Data analysis 

In the analysis part, the authors will compare the theories, which have been mentioned in theoretical frame-
work part with the data has been collected in practical by the researched company, PCH International, 
which means, the empirical findings will be assessed against the theories we found from the theoretical 
framework part. 

5.1 Evaluation criteria 

From the theoretical framework part, the reader could be easy to find out four different 
categories of evaluation criteria, which are supplier criteria, product criteria, service per-
formance criteria, and cost criteria according to Kahrman, Cebeci and Ulukan (2003). The 
authors will analyze each criterion due to the results of the questionnaires of the researched 
company. 

Supplier criteria 

Firstly, the authors discuss the supplier criterion, which is referring to the abilities of PCH. 
The results can be seen in the following table. 

Table 5.1.1: Supplier criteria  

(Source: independence on questionnaire) 

Criteria Supplier Managers Quality Managers Average 

Communication system 5 6 5.5 

Financial position 7 6 6.5 

Performance history 4 4 4 

Technical ability 3 3 3 

Total   4.75 

 

We can see that the financial position is considered to be the most important factor within 
the supplier criteria. Surely, communication system is also important factor for the compa-
ny, but it needs to be easier and faster in order to avoid misunderstandings between the 
manufacturer and its suppliers. Technical abilities represent the ability to actually 
manufacture required products. Moreover, it depends what kind of products to 
manufacture. The more up-to-date the supplier‟s technology is the cheaper and more 
accurate the production can usually be carried out. (Przewosnik, Smeja and Tenschert, 
2006). Meanwhile, PCH is also the basis of the supplier‟s history performance, because it 
directly gives the holistic view on supplier selection‟s operation. 

Product criteria 

The second type of criteria, product performance criteria, they indicate the flexibility and 
the usability of a product. 

Table 5.1.2: Product criteria  

(Source: in dependence on questionnaire) 
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According to the answered questionnaires product quality is considered to be the most im-
portant one within the product criteria. Product quality is always a major issue as it has a di-
rect impact on the end product and can have a negative effect on the company‟s reputation. 
(Przewosnik, Smeja and Tenschert, 2006). 

For the product quality, the supply quality managers gave the high rank while the supply 
base managers do not consider it for the first place. However, with an average of 8.5, it is 
still a central aspect for the researched company, because it influences the flexibility and 
usability of all the products in the company. The authors think that a possible reason for 
that is the supply base managers pay more attention on the level of inventory than the oth-
er factors. This part is also very important factor for the whole cost. Environmental friend-
liness has been ranked as least important within the product performance criteria. 

Service performance criteria 

The third criterion is the service performance criteria. The performances of the company 
are affected by those. 

Table 5.1.3: Service criteria  

(Source: in dependence on questionnaire) 

Criteria Supplier Managers Quality Managers Average 

Delivery lead time 8 7 7.5 

Innovation 6 5 5.5 

Culture 1 1 1 

Warranties and claim policy 5 3 4 

Responsive to customer needs 4 6 5 

Total   4.6 

 

Within Table, delivery lead time has considered as the top criteria to be used. Lead time 
includes the right time, right place, right quality, and right quantity of an ordered product. 
Consequently, to be able to rely on suppliers enables the buying company to manage its 
planning process more effectively and efficiently. (Przewosnik, Smeja and Tenschert, 2006). 
Innovation is becoming more important with the development of technology nowadays, 
because more and more customers focus on the hi-tech products. Even though the respon-

Criteria Supplier Managers Quality Managers Average 

Product quality (ISO Certification) 7 10 8.5 

Environment-friendly 4 2 3 

Production flexibility 6 3 4.5 

Total   5.33 
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siveness to customer needs is the bottom ranking, it is however, still essential for the three 
researched company, because the assigned number of points is quite high. (Przewosnik, 
Smeja and Tenschert, 2006). We observed the culture criteria, both managers gave the low-
est rank, which means the culture criteria has not arose the company‟s recognition yet. 

Cost criteria 

The last theoretical category is represented by the cost criteria. The price of the product is 
the mainly competition of the PCH International in the market. 

Table 5.1.4: Cost criteria  

(Source: in dependence on questionnaire) 

Criteria Supplier managers Quality managers Average 

Price 10 7 8.5 

 

This criterion shows a divergence of the importance between the supply base managers and 
the supply quality managers. One reason for this is the fact that the supply base managers 
emphasize on the cost of the product. But the supply quality managers prefer the product 
quality to the cost.  

Above all, when comparing the total averages of the four evaluation criteria categories, the 
authors realize that cost criteria with a total average of 8.5 is seen at the most significant 
criteria, followed by product performance criteria (5.33), supplier performance criteria (4.75) 
and service performance (4.6). 

The reason for putting the cost performance criteria on the top position is, if the company 
wants to stand out from the crowd of competitors with their products and services, the 
lower price in the market, the more competitive factors for manufacturers and customers. 
Since the supplier factor is the upstream link within the supply chain, the benefit for end 
manufacturer is more depend on the amount of the cost of the suppliers. Therefore, the 
company puts more attention on the category of cost performance criteria so as to gain 
more competitive advantages in the market. 

5.2 Supplier selection process 

Before the company PCH international starts to look for the potential suppliers in China, it 
is vital for them to confirm the company‟s requirements and demands, and then it will be 
easier to find the most convenient suppliers.  

Phase 1: preparation 

For the products of electronic components 

In the preparation step, according to the characters of electronic component and custom-
ers‟ requirements, the supply base manager determines and formulates the main criteria 
from the four aspects of criterion: supplier criteria, product criteria, service performance 
criteria and cost criteria. Using a standard questionnaire, the supply base manager ranked 
the following main criteria, which are Price (10), Delivery lead-time (8), Product quality (7) 
and financial position (7). 

For the products of ear piece  
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In the preparation step, according to the character and customers‟ requirements, the supply 
base manager determines and formulates the main criteria from the four aspects of crite-
rion: supplier criteria, product criteria, service criteria and cost criteria. Using a standard 
questionnaire, the supply base manager ranked the following main criteria: Price (7), Deli-
very lead-time (9) and Product quality (10). 

According to the knowledgement from the theoretical framework part, Weber et al. (1991) 
has got a conclusion that quality was perceived to be the most important factor, followed 
by delivery performance and cost summarized by 74 articles. The authors find the impor-
tance of criteria of ear piece product is exactly the same as the theoretical framework part. 
For the electronic components, price can be considered as the most important criteria 
which can be differentiate from the theoretical framework part. One of the possible rea-
sons is that the electronic components which have been purchased by PCH International 
are semi-finished products. There is no value-added service in the process of manufactur-
ing. On the other hand, ear pieces which have been purchased by PCH International is the 
finished products. It has already been the value in the market.  

Phase 2: supplier pre-qualification and analysis 

After the evaluation criteria step, the potentially qualified suppliers need to be identified. In 
this phase, there are three typically theoretical methods, which are categorical method, Data 
Envelopment Analysis (DEA) and Cluster Analysis (CA) as mentioned in theoretical 
framework part. 

Compare between the three theoretical methods, categorical method is a qualitative model, 
based on historical data and current experience; DEA helps firms to classify the efficient 
suppliers and inefficient suppliers; CA is a statistics method which uses a set of algorithm 
to calculate the score of each criteria and is based on the earlier performance as well.  

Above all, categorical method and CA are based on the historical data and performance. 
DEA is based on efficiency, it weights the performance of the supplier against the costs of 
the supplier. 

As illustrated above, the DEA approach is considered the most suitable for PCH. Because 
categorical methods and CA are both based on the historical data and performance. PCH 
needs to find new suppliers for their electronic component and ear piece. They do not have 
too much historical data and experiences to calculate. 

For the electronic components product, the most important outputs are price, delivery lead 
time, product quality and financial position. They are four criterion which affect the pro-
duction strongly. The case company could find the efficient suppliers considered these cri-
terion. 

For the ear piece product, using the DEA approach, the most outputs are product quality, 
delivery lead time and price. The efficient suppliers should provide the better quality, the 
shorter delivery time and the lower cost. Furthermore, the products have more competitive 
in the market. But due to the financial confidential, the authors would not be able to give 
further analysis.  

The identification of suppliers at PCH International is done by searching among current 
suppliers and the internet. Meanwhile, the company should send employees to have a field 
survey about the entire conditions. 

Phase 3: supplier analysis 
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The supplier evaluation ranks the suppliers within the supplier selection process according 
to their appropriateness for the company. (Przewosnik, Smeja and Tenschert 2006). Theo-
retical evaluation methods help company to select the right suppliers. They are divided into 
Linear Weighting Models, ABC, MP, Statistical Models, and AI-based Models. These mod-
els have been mentioned in the chapter of theoretical framework. 

Total Cost of Ownership (TCO) 

According to the answers from the respondents, PCH International may use the supplier 
with a higher purchase price on one kind of products so as to lower the purchase price on 
the other kinds of products, which means the total costs for one kind of product is very 
hard to be confirmed as it will be influenced by the costs on other kinds of products of the 
company. Besides, the detailed financial data is confidential for the company, it will not al-
lowed the authors to calculate the total costs of the products, therefore, if the company is 
using TCO or not will not be substantiated. 

Analytical Hierarchy Process (AHP) 

The true strength of AHP is that it provides a well-structured approach for determining the 
scores and weights for the criteria used in the supplier selection process. We will use AHP 
to evaluate the criteria of two products respectively. 

For the products of electronic components 

The base manager ranked the criterion as following:  

Factors 1 - 10 

Price 10 

Delivery lead time 8 

Product quality (e.g. Rohs compliance system) 7 

Financial position 7 

Production flexibility 6 

Innovation 5 

Communication system 5 

Warranties and claim policy 5 

Environment – friendly 4 

Performance history 4 

Responsive to customer needs 4 

Technical ability 3 

Culture 1 
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Firstly, the product is semi-finished product, which means the selected supplier has to have 
a relatively lower price and shorter delivery lead time. Besides, PCH International needs a 
supplier which has ability to obtain Rohs or ISP standards. Meanwhile, financial position 
and production flexibility are the next two criteria that are of great importance. Innovation, 
communication system and warranties and claim policy would be as important as the other 
criteria. PCH are looking for four suppliers for the same product according to the answers 
from the respondents. The selected suppliers need to have easy communication system, 
advanced technological ability and favorable claim policy. Environment-friendly, perfor-
mance history and responsive to customer needs are the next three criteria that ranked four 
by the base manager. Since the product is reached to the final customers indirectly, even 
though it is not the chief consideration in this case. Culture is somehow the last thing to 
consider since it has no affection on the product.  

For the products of ear Piece 

The supply base manager ranked the criterion as following:  

Factors 1 - 10 

Product quality (e.g. Rohs compliance system) 10 

Delivery lead time 9 

Price 7 

Financial position 6 

Communication system 6 

Responsive to customer needs 6 

Innovation 5 

Performance history 4 

Production flexibility 3 

Technical ability 3 

Warranties and claim policy 3 

Environment – friendly 1 

Culture 1 

First of all, the product quality and delivery lead time are the most important criteria for the 
ear piece product. Because the product is high-tech electronic product. Price is also impor-
tant as there will decide the market position. Financial position, communication system and 
responsive to customer needs are the next three criteria that are of great importance. The 
selected suppliers have to response quickly customers‟ requirements. In the next place, se-
lected suppliers‟ performance history and innovation directly affect the whole performance 
of the final product. Production flexibility, technical ability and warranties and claim policy 
are followed. For the ear piece, there is no advanced technology. The selected suppliers 
need to follow the PCH‟s standards. The last things are environment-friendly and culture.  

Mathematical Programming models 
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Mathematical Programming models are a mathematical function supplier selection ap-
proach. The objective is much clearly than others, because it uses mathematical formula-
tion to calculate the maximum profits. In this case, PCH surely considered the profit, how-
ever they also considered the relationship between customers, the brand, and the market 
reputation. Therefore MP models are not suitable for the case. 

Statistical model 

Statistical models only deal with one criterion at a time, therefore they are not comprehen-
sive (De Boer et al., 2001). For the case company which has the multiple criteria, it should 
be difficulty to compare criteria each, this makes statistical models unfit for the case. 

Artificial Intelligence based models (AI) 

AI-based models are based on computer-aided systems. Expert‟s program AI models with 
historic data, these data will then be used to analyze the current situation and come up with 
a solution. However, in PCH, there is no this kind of the computer system to analysis the 
data. Meanwhile, the cost for this system is also high for PCH. In the case, AI is not suita-
ble for the supplier analysis. 

Phase 4: supplier selecting and controlling  

This step for both kinds of the products from PCH International the same as the step in 
the Analytical Hierarchy Process. To calculate the score for each one of the suppliers.  This 
score is calculated by combining the performance of the suppliers with the determined 
weights. This will result in a final score: the higher the final score is, the more suitable the 
supplier is deemed for PCH. 

Phase 5: supplier relationship management 

Due to the limitation of the thesis, the supplier relationship management didn‟t be men-
tioned, it will be discussed more in further research. 

5.3 Summary of the analysis 

As a result one can say that the company, PCH International is using ways of searching for 
suppliers which have been suggested theoretically. 

The PCH International had never even heard of those theoretical methods. They are eva-
luating the potential suppliers by their owe surveys. The reasons for the PCH International 
not to use any specific evaluation methods are that on one hand those are much too com-
plicated for the company and on the other hand they regard themselves as too small to get 
any benefits out of those methods. From the aspect of employees, they might be too busy 
to really look into how those complex methods have to be applied in the company.  

Above all, the PCH adopts their own reports and surveys to find suitable Chinese suppliers. 
The employees do not have too much professional knowledge on this part. They lie on 
their experience more than the theoretical knowledge. 
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6 Conclusion 

This Chapter shows the conclusion of the study. The authors of the research highlight the important findings 
from the study here. 

This paper makes a contribution to the supplier selection criteria and process in theory as 
well as in practice according to the case study of the Irish company in China. Comparing 
theoretical approach and practical case, the authors tried to answer the following research 
question:  

Which criteria and processes can be used on selecting suppliers in China base on the case 
study of PCH International? 

The supplier selection process, in general, should starts with the preparation step, which 
means, the companies have to identify and weight the evaluation criteria based on their re-
quirements. Later on, the selection will be started based on the results of preparation step 
and customers‟ needs. 

In Chapter 2, theoretical frame part, we have introduced a number of evaluation methods 
to help the companies to manage the selecting process, such as TCO, MP, ABC and so on. 
However, according to the empirical findings by the authors, companies such as PCH In-
ternational are using their own methods on selecting the suppliers for a better satisfaction 
to some of their customers‟ respective needs. 

But actually, the basic idea on selecting suppliers from both theoretical perspective and 
practical perspective are as much as the same. Lower the costs, provide better services and 
some other factors are always the key factors to maximize the profits for all kind of busi-
ness. 

From the authors‟ point of view, PCH International would not apply a theoretically pro-
posed method might because of their small size or their customers‟ changeable require-
ments, they would rather to use their own methods to select the suppliers in China, which 
can be more flexible and more suitable for themselves. 
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7 Further Research 

Within the scope of this master thesis, the authors found the differences between the theo-
retical methods and practical methods on selecting suppliers in China. Although the au-
thors are very interested in this topic, it would be better to analyses this topic with more 
companies, even from the different industry. Furthermore, there are more foreign compa-
nies can be researched, not only in China but also some other developing countries, likes 
India. 

The reader could found out the conclusions of this study are based on the results of the 
case. The acknowledgements from studying have been used in this research. The only one 
case study could affect the generalization of the results of this research. This shows that 
different sizes of firms, different products, different industries, different criteria, different 
points of the supply chain, different steps of the production process may have arose differ-
ent results and notions about supplier selection criteria and supplier selection processes.  

The authors suggest four aspects to be improved for the future research: 

◆The authors suggest having a more accurate depiction that represents a general perspec-
tive about the concept of supplier selection process and criteria, the quantitative methods 
could be used and questionnaires administered to a wide range of firms. 

◆ As China is developing very fast, both salaries and other costs are increasing, are there 
any other countries in the world could be likely to take over the manufacturing area or if 
China is going to be an elite manufacturing country in the future? 

◆Under the influence of finance crisis, how to balance the low product benefits and high 
transportation costs? Will there be any enough energy to support all the transportation? 

◆Supplier relationship management can be researched in the future. 
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Appendix A-1:  

Questionnaire for supply base manager 

Supplier perspective 

1. How many Chinese suppliers are supplying the products you are dealing with? 

Around four suppliers 

2. If there is more than one supplier you are dealing with for the products, please state 
the reason. 

The four different suppliers are supplying different parts of the product, we have our 
own factory to assemble those parts after they have finished, the cost will be much 
lower than using only one supplier to provide the product we need. 

3. How long have you been dealing with them? 

More than three years 

4. What are the methods or ways are you using for finding the potential suppliers?  

Find some suitable suppliers on particular websites first, such as alibaba.com and glo-
balsourcing.com. 

5. Do you use certain general methods for evaluating your suppliers (Linear Program-
ming, Activity Based Costing, Mathematical Programming, Statistical Analysis, Artifi-
cial Intelligence-based methods)?  

No, we use our own methods. 

6. If not, what are the methods or ways are you using for selecting the convenient suppli-
ers from those selected potential suppliers? 

There are a lot of methods will be used, we have a “supplier‟s manufacturing site quali-
fication survey report”, we need to fill in the report when selecting the suppliers, after 
filling, we will have a decision base on comparing the answers of different part, such as 
Rohs compliance system and supplier‟s manufacturing quality control. 

7. Are there any disadvantages? Which? 

Not very systemic and flexibility sometime. 

8. Which factors are relatively important for you when selecting suppliers? Please assign a 
number to each of the following factor according to their importance for the products 
you are dealing with. 

Rang from 1 (unimportant) to 10 (very important): 

Factors 1 - 10 

Price 10 

Delivery lead time 8 
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Product quality (e.g. Rohs compliance system) 7 

Innovation 5 

Culture 1 

Financial position 7 

Environment – friendly 4 

Production flexibility 6 

Communication system 5 

Performance history 4 

Warranties and claim policy 5 

Technical ability 3 

Responsive to customer needs 4 

 

9. How do you set your benchmark? 

a. If the suppliers have reached all the requirements from the customers, such as on-
time delivery, right products and so on. 

b. Feedback from customers 

10. What kind of relationship are you keeping with Chinese suppliers?  

We would try to keep long-term relationship 

11. Do you have any plan to find any new suppliers? Why? 

Yes, for new products‟ orders. 

12. What kind of information do you share with your suppliers? How?  

The requirements from the customers about products‟ quality, MOQ, lead time, pack-
ing and so on. But as a local agent, the customers‟ profile is not allowed to share with 
suppliers. 

13. Do you use certain general methods for evaluating your suppliers (Linear Program-
ming, Activity Based Costing, Mathematical Programming, Statistical Analysis, Artifi-
cial Intelligence-based methods)?  

No. 

Product perspective 

1. What kind of products are you mainly trading with?  

Electronic components. 

2. How do you guarantee the quality of the products from your suppliers? 
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Our SQM will go to the factory to check the finished products before every shipment. 

3. Can they well fulfill with all products‟ requirements? 

They can fulfill most of the requirements. 

4. How do you deal with the suppliers when the products have some problems? 

Ask for substitutes or return the products to the suppliers. 

Service performance perspective  

1. Do you satisfied with the performance from your Chinese suppliers? 

Most of them are good, but there is one or two suppliers always can‟t keep their prom-
ise on lead time. 

2. Are there any communication problem between you and the suppliers? 

So far so good. 

3. If yes, how did you deal with it?  

4. Are there any problems during corporation between you and Chinese suppliers? 

Quality and delivery time are two factors which always have some problems compare 
with other factors. 

5. How do you perceive the packaging in relation to the value of the goods? 

For some suppliers, packaging, as a service has been included when we sign the con-
tract, for other suppliers, we will do the packaging part by ourselves as we have our 
own factory for assembling and packaging. 

Cost perspective 

14. How do you consider the cost factor when you choose the suppliers? Is it the first im-
portant factor? 

Yes, because the products I‟m dealing with are very small components, it is not a high-
tech product, so the price is the first thing to be considered. 

15. Do you use any criteria to evaluate the cost of suppliers?  

Compare the quotation between several potential suppliers. 
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Appendix B-1:  

Questionnaire for supply quality manager 

1. Do you need a certified quality management system when selecting suppliers? 

Yes, different customers have different requirements on quality of the products, so the 
quality management system can be adjusted all the time. 

2. How do you formulate quality goals and quality policies, and communicate these goals 
to suppliers?  

According to the requirements from customers, we passed the spec of the products to 
the suppliers and negotiate with them face to face about how to well fulfill with cus-
tomers‟ requirements. 

3. Are products inspected upon shipment?  

Yes, the products will be inspected by each one or random depends on the customers‟ 
requirement or some other situations. 

4. What are the advantages for the applied methods of the company? 

We have to fill in a report which is called “supplier access survey report” when we are 
selecting the suppliers, it makes us very clear on potential suppliers‟ situation and helps 
us to find out the supplier we need much easier. 

5. Are there any disadvantages? Describe. 

It‟s not useful for some really special cases, the report is too general, but it‟s a good 
one for the first impression of the suppliers. 
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Appendix A-2:  

Questionnaire for supply base manager 

Supplier perspective 

1. How many Chinese suppliers are supplying the products you are dealing with? 

Three 

2. If there is more than one supplier you are dealing with for the products, please state 
the reason. 

Each of the three suppliers have their different competitive advantages, one with bet-
ter price, one with better quality, one with better service such as delivery time, so I will 
choose the supplier to use depend on the customers‟ requirements. 

3. How long have you been dealing with them? 

More than three years 

4. What are the methods or ways are you using for finding the potential suppliers?  

Some suppliers have been pointed out by the customer, some from the particular web-
sites. 

5. Do you use certain general methods for evaluating your suppliers (Linear Program-
ming, Activity Based Costing, Mathematical Programming, Statistical Analysis, Artifi-
cial Intelligence-based methods)?  

No. 

6. If not, what are the methods or ways are you using for selecting the convenient suppli-
ers from those selected potential suppliers. 

Compare their price and other factors to finally find out which supplier is the one we 
really want and need.  

7. Are there any disadvantages? Which?  

So far so good, it is more suitable for our company than the “certain general methods”. 

8. Which factors are relatively important for you when selecting suppliers? Please assign a 
number to each of the following factor according to their importance for the products 
you are dealing with. 

Rang from 1 (unimportant) to 10 (very important): 

Factors 1 - 10 

Price 7 

Delivery lead time 9 

Product quality (e.g. Rohs compliance system) 10 
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Innovation 5 

Culture 1 

Financial position 6 

Environment – friendly 1 

Production flexibility 3 

Communication system 6 

Performance history 4 

Warranties and claim policy 3 

Technical ability 3 

Responsive to customer needs 6 

 

9. How do you set your benchmark? 

a) If the suppliers have reached all the requirements from the customers, such as on-
time delivery, right products and so on. 

b) Feedback from customers 

10. What kind of relationship are you keeping with Chinese suppliers?  

Long-term relationship 

11. Do you have any plan to find any new suppliers? Why? 

No, the suppliers are pretty convenient right now. 

12. What kind of information do you share with your suppliers? How?  

Products‟ quality, MOQ, lead time, packing and so on. But not customers‟ profile. 

13. Do you use certain general methods for evaluating your suppliers (Linear Program-
ming, Activity Based Costing, Mathematical Programming, Statistical Analysis, Artifi-
cial Intelligence-based methods)?  

No, we use some parts of those methods, but not exactly which one. 

Product perspective 

1. What kind of products are you mainly trading with?  

Ear piece 

2. How do you guarantee the quality of the products from your suppliers? 

Our SQM will go to the factory to check the finished products before every shipment. 

3. Can they well fulfill with all products‟ requirements? 
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They can fulfill most of the requirements. 

4. How do you deal with the suppliers when the products have some problems? 

Ask for substitutes or return the products to the suppliers. 

Service performance perspective  

1. Do you satisfied with the performance from your Chinese suppliers? 

Yes 

2. Are there any communication problem between you and the suppliers? 

No 

3. If yes, how did you deal with it?  

4. Are there any problems during corporation between you and Chinese suppliers? 

The price is going up too fast because of the RMB currency exchange rate and the in-
crease of the material prices. 

5. How do you perceive the packaging in relation to the value of the goods? 

For some suppliers, packaging, as a service has been included when we sign the con-
tract, for other suppliers, we will do the packaging part by ourselves as we have our 
own factory for assembling and packaging. 

Cost perspective 

1. How do you consider the cost factor when you choose the suppliers? Is it the first im-
portant factor? 

No, price is not the first thing to be considered for the product I‟m dealing with, quali-
ty and services are more important. 

2. Do you use any criteria to evaluate the cost of suppliers?  

Price is not the first thing to be considered for the product I‟m dealing with, quality 
and services are more important, so I don‟t really use criteria to evaluate the costs. 
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Appendix B-2:  

Questionnaire for supply quality manager 

1. Do you need a certified quality management system when selecting suppliers? 

Yes, it will be more critical and convenient to get the result. We do have the system, 
but that‟s not very maturity yet. 

2. How do you formulate quality goals and quality policies, and communicate these goals 
to suppliers?  

We share the spec from the customers together and negotiate together about how to 
finish the order more perfectly. 

3. Are products inspected upon shipment?  

Yes, we do inspection for most of shipments, especially for the new corporate suppliers. 

4. What are the advantages for the applied methods of the company? 

We have a report to fill in when selecting the suppliers, and we have several require-
ments on suppliers‟ certification part, such as ROHS. 

5. Are there any disadvantages? Describe. 

Some suppliers can‟t reach our level of being the qualified suppliers even they can also 
provide good products and services, some of them are too small-scale companies to be 
corporate with. The methods are not that flexible depends on the situation sometimes. 
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Appendix 1 

Supplier‟s Manufacturing Site Qualification Survey Report 
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Appendix 2 

Supplier‟s Manufacturing Site Qualification Survey Report 
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Appendix 3 

Supplier‟s Manufacturing Site Qualification Survey Report 
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Appendix 4 

Supplier‟s Manufacturing Site Qualification Survey Report 
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Appendix 5 

Supplier‟s Manufacturing Site Qualification Survey Report 
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Appendix 6 

Supplier‟s Manufacturing Site Qualification Survey Report 
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Appendix 7 

Supplier‟s Manufacturing Site Qualification Survey Report 

 


