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Abstract 

 

The objective of this study is to examine factors affecting procurement performance in the industries at 

Batam. Information and communication technology, staff competence, and ethics are the most factors that 

affect procurement performance. This research model was tested using a non-purposing sample with survey 

data on 201 respondents directly related to procurement in industries at Batam. The results of this study 

support the proposed research model that information and communication technology, staff competence, and 

ethics have a significant positive effect on procurement performance in the chosen industries at Batam. The 

studies also found that the application of information and communication technology in procurement had the 

most excellent and most positive significant effect on improving procurement performance. 
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Introduction 

Procurement is a business management function to ensure the identification, sourcing, access, and 

management of external resources needed by the organization (cips.org), the existence of procurement serves 

to explore market opportunities for suppliers and services and implement resource strategies providing the 

best supply and services for organizations and stakeholders. The better the procurement performance will 

reduce costs and increase company profits. In the past decade, 36 studies was researching on procurement 

performance and has been investigated by Vaidyanathan and Devaraj (2007), Quesada, Gonzalez, Mueller 

and Mueller (2010), Devaraj, Vaidyanathan, Mishra (2012), Vaidyanathan, Devaraj, D’Arcy (2012), Mishra, 

Devaraj, Vaidyanathan (2013), Kiage (2013), Amemba, Nyaboke, Osoro and Mburu (2013), Mady, Mady 

and Mady (2014), Willy and Njeru (2014), Karanu and Njeru (2014), Kemuntho and Ngugi (2014), Kioko 

and Were (2014), Nyangau, Mburu and Ogollah (2014), Loice (2015), Sumpikova, Namec, Orviska and 

Grega (2015), Mukopi and Iravo (2015),  Gommans and Kari (2015), Rotich, Bernard and Warugu (2015), 

Lam and Gale (2015), Wanyonyi and Muturi (2015), Rotich and Okello (2015), Osir (2016), Patrocco, 

Luzzini and stefano (2016), Macharia and Mwangangi (2016), Krop and Iravo (2016), Hamza, Gerbi and Ali 

(2016), Philly, Were and Nkrinal (2017), Mwita and Mwaighacho (2017), Oromo and Mwangangi (2017), 

Numakasa (2017), Kubochi and Moronge (2017), Mugwe and Ngugi (2017), Irungu and Were (2017), Ogol 

and Moronge (2017). Mady et al., (2014). 

The notion of procurement performance study has become a trend in several public and private sector 

researchers in developed and developing countries. This study aims to find factors affecting procurement 

performance in Indonesia, especially Batam, in the private sector. 

 

Theoretical and Hypothesis Development 

From the meta-analysis results, three factors often appear to affect procurement performance, and the 

categories are described in more detail as follows. 

In the summary of previous studies, information technology and technology is the variable that most often 

appears as an independent variable affecting procurement performance. There are 12 studies in the last 

decade as an independent variable affecting procurement performance, including Vaidyanathan and Devaraj 

(2007) in the aerospace, automotive, electronics, and consumer goods industries are the researcher to 

examine that information and communication technology affects the procurement performance, in his 

research, the quality of workflow information (online information, purchasing procedures) has a significant 

impact on the fulfillment of the logistics quality flow affecting the procurement performance. Quesada et al. 

(2010) in the manufacturing industry shows in its framework that the application of information and 

communication technology has a positive and significant impact on procurement performance. The same 

results were also found by Amemba et al. (2013), research that the application of information and 

communication technology affects the procurement performance in the public sector; investing in 

information and communication technology, especially in e-procurement, has become government efforts to 

become a modern government, these efforts can reduce opportunities for corruption, increase accountability 

and process transparency. Furthermore, in the public sector, Karanu and Njeru (2014) revealed that the 

application of information technology (online auction advertisements, auction processes, and computer 

selection) affects procurement performance positively; in this study, the procurement performance is 
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transparent, effective, efficient, and productivity. Wanyonyi and Muturi (2015) also found the same result in 

public sector research, and information technology affects procurement performance positively. Likewise 

with Mugwe and Ngugi (2017) in their research in the public sector found the IFMS system or information 

security and bribery detection, online auctions, automatic planning, and supplier involvement automatically 

affect procurement performance positively and significantly. 

Furthermore, Rotich et al., (2015), in their research on e-tendering, and Rotich and Okello (2015) in their 

research on Enterprise Resource Planning in the public sector found that information and communication 

technology affect and improve procurement performance. The same thing was also found by Osir (2016) in 

the public sector in the education sector that information technology and technology in the form of e-

procurement (e-tendering, e-awarding, e-invoicing) effect on procurement performance significantly positive. 

Furthermore, Mwita and Mwaighacho (2017) explain in research at the port authority of the public sector that 

information and communication technology in the form of e-procurement affects procurement performance 

significantly positively. Irungu and Were's (2017) research on port authorities in the public sector, Enterprise 

resource planning, an integral part of information and communication technology, positively affects 

procurement performance. Similar to Kemunto and Ngugi (2014), in their research in the pharmaceutical 

industry in the private sector that technology affects procurement performance significantly positively. 

Meanwhile, Kioko and Were (2014) examined at the Ministry of Land in the public sector that information 

and communication technology have no significant impact on procurement performance. 

Staff competence is one-factor affecting procurement performance. This notion is in line with previous 

studies found by Kiage (2013) in his research in the energy industry in the public sector that staff competence 

has a significant positive effect on procurement performance. Mishra et al. (2013), in the same year in their 

research on the private sector in the machinery and computer equipment industry, electronic equipment, 

transportation equipment, instruments, health, and clocks, found that the competency of the integration of 

goods and services procurement (knowledge of internal processes, knowledge of relationships external) as 

follows, that the higher the competency of the procurement integration, the higher the competence of the 

procurement digital which has a positive effect on the procurement performance process. Furthermore, 

Karanu and Njeru (2014), in their research in the milk processing industry in the private sector, found that 

staff competencies consisting of worker satisfaction, work experience, worker ability, education level, 

professional qualifications significantly affect the procurement performance. Wanyonyi and Muturi (2015) 

also found the same thing in their research on technical training in the public sector that staff competence has 

a significant positive effect on procurement performance. 

Furthermore, Macharia and Mwangangi (2016) found that staff competence has a significant positive 

effect on procurement performance in their research in the telecommunications industry in the public sector. 

Hamza et al. (2016), in their research in the private sector in the textile industry, also found that staff 

competence and human resource placement had a positive effect on procurement performance. Furthermore, 

Mwita and Mwaighacho (2017) found that staff competency has a significant and positive effect on 

procurement performance in a study of port authorities in the public sector. Meanwhile, Kioko and Were 

(2014), in their research at the Ministry of Land in the public sector, explained that staff competence does not 

significantly affect procurement performance or hurt procurement performance. 

Ethics was examined by several researchers affecting procurement performance. It is in line with previous 

studies that Amemba et al. (2013) found in their research that the ethics of procurement staff affect 

procurement performance significantly and positively in the public sector. Furthermore, Loice (2015), in his 

research in the retail industry of the private sector, found that although his hypothesis states that trust does 

not affect procurement performance, the results of the study state that trust, which part of ethics affects 

procurement performance significantly. The same thing was found by Kioko and Was (2014). Their research 

at the Ministry of Land in the public sector found that culture in institutions (culture and behavior, 

management, rules and policies, ethics) positively affect the procurement function, Orgol, and Moronge. 

(2017) in the public health sector, the research found that ethics affects procurement performance. 

Meanwhile, Wanyonyi and Muturi (2015), in research in the public sector, found that staff work ethics 

harmed procurement performance. The same thing was also observed by Philly et al. (2017) that conflicts of 

interest (personal gain, nepotism, outside influences), which are categorized as ethics, harm procurement 

performance. 

In supporting the research model described above, it can be modeled in the form of a hypothesis as below. 

H1. Information Communication and Technology have a positive effect on procurement performance.  

H2. Staff competency has a positive effect on procurement performance.  

H3. Ethics has a positive effect on procurement performance. 

 

Research Method 

This study targets 250 offshore fabrication companies, shipbuilding, construction, manufacturing, hotels, 

retail, trading, and transportation services in Batam - Indonesia. The research target is 300 staff, managers, 

people who are directly involved in procurement and returned data 201 respondents. The questionnaire was 

collected using a survey method with a Likert scale of 1-5 and a gradation of statements strongly disagree to 

agree strongly. Research instruments for information and communication technology contain a summary 
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statement of integrated computer and communication technology used to improve the procurement 

performance consisting of 10 statements Likert scale 1-5, staff competency research instruments with a 

summary statement of experience and expertise in procurement which consists of 6 statements Likert scale 1-

5 and research instruments for ethics with a summary of positive and negative action statements from 

external and internal factors that affect the procurement process consisting of 9 statements, Likert scale 1-5 

obtained from Kioko and Were (2014). While the research instrument for the procurement performance with 

a summary statement of effectiveness, value for money, and customer satisfaction in the procurement process 

consisting of 7 statements with a Likert scale of 1-5 obtained from Philly et al. (2017). 

 

Result and Discussion 

In this study, the results of hypothesis testing using multiple regressions are described as follows: 

 

Table 1. F test 

Variable F Sig. Conclusion 

Procurement Performance 80,698       0,000        Significant 

 

The results of the F test in Table 2 obtained a probability level of 0.000 which is <0.05, which means that 

the research model can be used to predict the dependent variable (the procurement performance). 

 

Table 2. t-Test procurement performance 
 

Variable 
Understand 

Coeff (B) 

Stand. Coeff 

Beta 
t Sig. Conclusion 

(Constant) 6,478  2,481 0,005  

Ethics 0,204 0,182 3,144 0,002 Significant 

Staff competence  0,213 0,178 3,105 0,002 Significant 

ICT 0,442 0,547 10,258 0,000 Significant 

 

The significance level of information and communication technology on procurement performance is 

less than 0.05 (0.000) with t table <t count (1.97196 <10.258). Furthermore, where each increase is 1 unit of 

technology information and communication will increase the procurement performance value by 0.442, it 

can be concluded that the information and communication technology affect procurement performance 

significantly positively. It is consistent with research conducted by Vaidyanathan and Devaraj (2007), 

Quesada et al. (2010), Amemba et al. (2013), Karanu and Njeru (2014), Wanyonyi and Muturi (2015), 

Mugwe and Ngugi (2017), Rotich et al., (2015), Rotich and Okello (2015), Osir (2016), Mwita and 

Mwaighacho (2017), Irungu and Were (2017), Kemunto and Ngugi (2014). However, this is not consistent 

with the research of Kioko and Was (2014).  

The significance level of staff competence on procurement performance is less than 0.05 (0.002) with t 

table <t count (1.97196 <3.105). Furthermore, where each increase of 1 staff competency unit will increase 

procurement performance value by 0.213, it can be concluded that staff competence affects procurement 

performance significantly and positively. The results of this study are consistent with research conducted by 

Kiage (2013), Mishra et al. (2013), Karanu and Njeru (2014), Wanyonyi and Muturi (2015), Macharia and 

Mwangangi (2016), Hamzah et al. ( 2016), Mwita and Mwaighacho (2017), Ogol and Moronge (2017). 

However, this is not consistent with the research of Kioko and Was (2014).  

The significance level of ethics on procurement performance is less than 0.05 (0.002) with t table <t 

count (1.97196 <3.144). Moreover, where every increase of 1 ethical unit will increase procurement 

performance value of 0.204, it can be concluded that there is a significant positive effect of ethics on 

procurement performance. This study is consistent with research conducted by Amemba et al. (2013), Loice 

(2015), Kioko and Were (2014), Orgol Moronge (2017). However, this is not consistent with Wanyonyi and 

Muturi's (2015) research and Philly et al.'s (2017). 

If the standardized coefficient value is closer to 1, the effect of the independent factor is more significant 

on the dependent (Cremer, 2011). 

Table 3. R test and Adjusted R
2 

 

Variable R Adjusted R Square 

Procurement performance  0,743 0,545 

 

The adjusted R square value of 0.545 means that the independent variables can explain the dependent 

variable by 54.5%. Other variables influence the remaining 45.5%.
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Conclusion 

In this study, empirical evidence found that industries such as offshore fabrication, shipbuilding, 

construction, manufacturing, hospitality, retail, trading, and transportation services companies in Batam 

show that information, communication, technology, staff competence, and ethics are significant positive on 

procurement performance. Several solutions to this research problem can be resolved by improving the most 

significance start from information and communication technology, ethics, and staff competence. 
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