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Abstract

This research is a case study belonging to the historical research. The data were taken from the Department of Natural
Product Buying and Financial and Controlling XYZ CORP. XYZ CORP is a manufacturing enterprise and exporter of
clove oil and its derivatives to the world with a market share of about 55% of the world market. This study aims to em-
pirically examine and study the ethical behavior of suppliers in the ever-changing business environment. The analysis
tool used is the Mann Whitney test with SPSS 17.0 software. Based on the survey results it was revealed that for natu-
ral raw materials, the average purchase price between the rainy season and the dry season does not differ significantly,
but the cost of purchase in the dry season, and the rainy season varies significantly. In this study, the price does not
affect the acquisition of raw materials purchased from suppliers. The results of this study also obtained empirical evi-
dence that the trading patterns of natural raw materials are strongly influenced by the behavior or ethics of suppliers, in

addition to weather factors or uncertain climate.
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Introduction

Supply chain management falls into the field of
management studies that accompany the rapidly
growing field of study that has developed other
previous managements (Jain et al., 2009). The phe-
nomenon of the rapidly growing supply chain man-
agement studies is not only within the scope of aca-
demia or research, but the rapid development of
supply chain management is also getting into the
business application. A supply chain is a dynamic
process that includes a continuous flow of materials,
funds and information in several functional areas,
both within the chain and among members of the
chain (Ahi and Serchy, 2013).

Modern business environment becomes almost in-
definite, as a result, strategic view of managing the
supply chain is very important, especially for com-
plex environments. Business effectiveness shift the
focus of corporate competition against companies
becoming competitive supply chain against supply
chain (Qrunfleh, and Tarafdar, 2013; Li et al.,
2006). In a supply chain management, we need a
strategic procurement planning. In a strategic pro-
curement planning, supplier selection is one of the
most important decisions for a company to buy.
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Industry data showed that manufacturing and ser-
vice supply chain costs as a percentage of sales of-
ten have large proportions. For the automotive in-
dustry is amounted to 67%, 60% of the food indus-
try, 61% of wood industry, 61% of paper industry,
55% of the oil industry and 52% of the overall in-
dustry average (Heizer and Render, 2006). Because
the portion of revenues to the supply chain is highly
great, effective purchasing strategy is very im-
portant for the company. From the above, it can be
seen that the whole industry supply chain costs or
raw materials are all above 50%.

In addition to cost and quality, supplier ethics be-
comes a key factor to be considered after a series of
practices of the relationship between buyers and sup-
pliers. The relationship between buyers and suppliers
has become the focus and consideration of supply
chain management. This supports the idea that trust,
commitment, and a long-term orientation are crucial
to state effective buyers-suppliers relationships (Grif-
fith et al., 2006; Trautmann et al., 2009). On the other
hand, an understanding of the culture can help to in-
crease the confidence and the success of long-term
performance in relationship of buyers and suppliers
(Ang and Inkpen, 2008). This is in line with the opin-
ion of Stringfellow et al. (2008) and Trent and
Monczka (2003), which states that a culture can be
strengthening or weakening the relationship.

The empirical findings show that trust and perfor-
mance in the long-term orientation, managed by the
cultural differences, warrant in developing a suc-
cessful purchasing strategy. Further development
states that the effect of trust and performance orient-
ed culture is controlled by the long-term. Buyer-
supplier relationships are helpful, when the partner
in the relationship shows the long-term orientation
(Cannon et al., 2010). In addition to providing fi-



nancial benefits, partnerships with suppliers also
provide other benefits such as increasing a harmoni-
ous relationship between the company and suppli-
ers, reducing the risk of vertical integration of sup-
pliers, increasing supplier loyalty, reducing suppli-
ers’ speculation and improving the quality of the
material from the supplier (Sutarmin, 2013). Never-
theless in living relationships, they often occur in
unethical behavior by several suppliers.

Unethical behavior is from suppliers, such as the
supply of counterfeiters, the distribution of mislead-
ing information, and speculation with the detaining
of raw materials by not selling to the buyer. This
condition will cause a scarcity of raw materials and
supply chain system disorder. This kind of incident
is often used by certain parties (so-called mafia) to
profit from instantaneous (short-term) and less at-
tention to the long-term interests. Unethical
behaviors bring social responsibility, which has a
negative effect on the company or supply chain
(Chen and Baddam, 2015). Awareness and punish-
ment of consumers against unethical practices
should be done, although it is not easy. Companies
must consider the sustainability of long-term rela-
tionships in every strategic decision that has to do
with the buyer-supplier relationship. Unethical be-
havior also often arises uncertain conditions, it often
occurs in the supply chain based products and sea-
sonal natures. To study the ethical behavior of sup-
pliers in the ever-changing business environment
needs to be tested empirically. There is still little
evidence of the behavior of suppliers in the field,
utilizing the uncertain situation that could be used as
a reference (Sutarmin & Dadang, 2016).

In studying such situation, companies can choose
the contingent policy in determining the purchase
price to see the behavior of suppliers in the short
term and long term. One of the companies that expe-
rienced supply chain issues erratic as natural exter-
nal factors, such as climate and weather is XYZ
CORP. XYZ CORP in conducting its business relies
on the ability to manage their supply chains and re-
lationships with suppliers.

1. Theoretical framework and hypotheses

Supply chain management (SCM) is the result of
the evolution of the war strategy to the business
domain, the name shifted from a variety of terms
such as physical distribution management, logistics
management, business logistics management and
integrated logistics management (Soni and Kodali,
2008). Sustainability is recognized as an important
element in the supply chain management (Linton et
al., 2007). The integration of sustainable supply
chain describes the good performance on the size
of the traditional and the expansion of the concep-
tualization of performance that include social and
environmental dimensions (Pagell and Wu, 2009).
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In the social aspect, ethical suppliers have emerged
as an important part of corporate social responsibil-
ity in maintaining the organization of alleged un-
ethical behavior and subsequent damage to reputa-
tion (Carter and Easton, 2011).

Studies show that although the consumers still buy
from unethical suppliers, they punish suppliers by
demanding lower prices (Creyer and Ross, 1997).
On the other hand, the survey also found that con-
sumers are willing to pay premium prices to the eth-
ical suppliers (De Pelsmacker et al., 2005). In sup-
ply chain management, supplier selection is general-
ly considered as one of the most important responsi-
bilities of management (Golmohammadi and
Mellat-Parast, 2012). To build a sustainable supply
base, the selection of suppliers is an important area
of strategic decisions (Goebel et al., 2012). Source
strategies in response to the risk of the supplier
should consider not only the characteristics and per-
formance, but also the turbulent environment, in
which they operate (Trkman and McCormack,
2009). Supplier selection process plays a proactive
role in mitigating risk in predicting the consequenc-
es and related results that will benefit the company
in decision making under uncertainty.

Quantitative models in integrating sustainability
issues with traditional supplier selection criteria
need to be observed and emphasized (Tang and
Zhou, 2012). Most supplier selection decisions use
quantitative approaches, such as multi-criteria deci-
sion making and analytical hierarchy process
(AHP). The focus is on short-term gain trade off
between the cost of resources and ethics without
considering the cost of switching suppliers (Chan et
al., 2008; Dai and Blackhurst, 2012). The literature
of risk management has developed a conceptual
framework for sustainability risk management
(Foerstl et al., 2010). Supplier selection process
plays a proactive role in mitigating risk in predicting
the consequences and related results that will benefit
the company in decision making under uncertainty
(Hariyadi, Rahmatika, Sutarmin, & Dadang, 2016).

Relationships based on long-term orientation allow
companies to sacrifice short-term profits in favor
of the benefits of both parties in the long term (Na-
rayanan and Raman, 2004). Buyers and suppliers
have relationships in problem solving orientation
and collaborative bargaining power. Solving this
problem results in higher performance and long-
term economic relations (Kalwani and Narayandas,
1995). Buyer-supplier relationships include some of
the constructions that reflect key aspects of buyer-
supplier relationships, including the long-term con-
tinuity of relationships, commitment and long-term
orientation (Liu et al., 2009; Palmatier et al., 2006).
While this construction is different in important
ways, each emphasizes a closer relationship be-
tween the companies to buy and supply company.
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Supply management stated that there are three im-
portant aspects that need to be evaluated in suppli-
er performance, namely: (1) the relative price /
cost, (2) the performance of the product / service,
and (3) the performance of shipping (Prahinski and
Benton, 2004). The company will evaluate the
primary determinant of profitability, namely the
price / performance fees in the form of the pur-
chase price, total cost, and terms of sale. Further-
more, the company will determine whether the
company decides to enter into a long term relation-
ship with the supplier or not (Wathne et al., 2001).
Heizer and Reinder (2008) stated that the company
has to decide on a strategy of supply chain in order
to obtain goods and services from outside. Some of
the strategies that can be used to establish relation-
ships with suppliers of raw materials and seasonal
nature are: (1) Negotiating with many suppliers
and pitting one supplier to another supplier. (2)
Developing a relationship “partnership” with small
long-term suppliers. (3) Vertical integration, where
companies can decide to use a reverse vertical in-
tegration by actually buying the supplier. (4) A
combination of few suppliers of vertical integra-
tion, known as keiretsu. In keiretsu, suppliers be-
come part of the corporate entity. (5) Developing a
virtual company that uses suppliers as needed.

Specifically, to see if there are differences in the pur-
chase price in the dry season and the rainy, the differ-
ences of tally dry season and the rainy season, as well
as the effect of the acquisition price, the number of
hypotheses are developed as follows:

Hypothesis 1: Is there a significant difference be-
tween the average purchase price of raw materials of
natural clove oil in the rainy season and dry season.

Hypothesis 2: Is there a significant difference between
the acquisition amount of raw material purchases of
natural clove oil in the rainy season and dry season.

Hypothesis 3: Does the purchase price affect the
amount of natural raw material acquisition.

2. Research method

2.1. Sample and procedurs. This research is classi-
fied into historical research of a case study. The data
used are secondary data, derived from the Depart-
ment of Natural Product Buying and Financial and
Controlling XYZ CORP. XYZ CORP is a manufac-
turing company that exports its products to all over
the world and controls around 55% of clove oil and
its derivatives into the world market. Clove oil and
its derivatives are the raw material of flavor and fra-
grance. The main raw material of XYZ CORP is a
natural material that exists in Indonesia. The main
raw material of PT XYZ is a natural material that
exists in Indonesia. The raw material obtained is,
then processed into semi-finished products and ex-
ported to the foreign countries in the world. Thus,
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the nature business of PT XYZ is a B to B (Business
to Business). XYZ CORP has implemented ISO
9000, Halal Certification, Kosher Certification,
HACCEP Certification (ISO 22000) and Organic Cer-
tification. XYZ CORP also has to apply the program
of integration of information systems SAP (my SAP
ERP) with PP (Production Planning), SD (Sales Dis-
tribution), MM (Materials Management), QM
(Quality Management), FI & CO (Finance and Con-
trolling ) modules and equipped with ABAP and
BASIC as supporting.

The data used in this study are data on the number
of purchase and the purchase price of raw materials,
especially clove oil. The research location is in
Purwokerto, Cullinan and Jakarta. Determination
purposive sample of suppliers based on the criteria
(1) is a supplier of clove oil, (2) supplied regularly
to XYZ CORP, both bound as a partner, as well as
independent suppliers.

2.2. Data analysis. The data analysis of this study
uses two different test models of the average and
path analysis with SPSS 17.0 software. Different
test is carried out on the purchase price, and the av-
erage number of acquisition in the dry season and
wet season, while the simple path analysis is used to
test the effect of price on the acquisition, or pur-
chase amount of clove oil. The preliminary research
through normality test showed that the data are ab-
normal. Since the data are abnormal, different test in
this study uses a non-parametric analysis, namely
the Mann-Whitney test. While the selected path
analysis and regression are not simple, because in
this case the researchers only test the significance,
not to see his prediction.

2.3. Phenomena analysis. In addition to the hypo-
thetical test, this study will also analyze the phe-
nomena that occur in the case of anomalies laws of
supply and unethical supplier of natural raw materi-
als that exist in Indonesia.

3. Data analysis and discussion

3.1. Characteristic of company (unit analysis). Each
company is required to be able to increase their com-
petitive advantage in the global trading system. Com-
petitive advantage can be manifested through a com-
petitive advantage on the distinction (differentiation),
competing on cost, namely through competing on low
cost and competitive advantage through the response,
the response is flexible, reliable and fast (Porter, 2008).
Currently the company is working hard to improve the
competitiveness through differentiation, product cus-
tomization, high quality, cost reduction and fulfillment
speed to market, the company provides additional em-
phasis on the supply chain. Effective supply chain
management makes the suppliers “partners” in the
company’s strategy to meet the ever-changing market.
A competitive advantage can rely on long-term strate-
gic relationship that is close to a few suppliers.



Companies must decide on a strategy of supply
chain in order to obtain goods and services from
outside. The global crisis hits the world the past few
years, resulting in an uncertain business conditions
in the next years, not least in Indonesia. Business-
men and importers try to survive by minimizing in-
ventories. Firms in Indonesia that are export-
oriented, such as XYZ CORP, are also affected. In
this condition, reasonable market conditions occur.
In the world of essential oils, many farmers, refiners
and collectors rollicking reduce production, but after
the crisis began to gradually recover, the importers
start buying clove derivatives to fill the void of their
inventory and fulfill orders received.

Upon the importer of clove derivatives began to ab-
sorb the products, supply chain reaction came too
late and entered the rainy season, where the output
clove oil is very small. In these conditions, an im-
balance between supply and demand occured, where
demand expected larger number three times than the
existing supply. Although it was under contract
agreement, some suppliers still took action or uneth-
ical behavior by detaining the goods in order to gain
additional profits, when the prices rose.

3.2. Data analysis. Prior to the analysis, whether
there is influence of the presence or absence of price
on the quantity of goods is obtained by testing the
first, namely whether there is a price difference in
the dry season and the rainy season (hypothesis 1),
and whether there is a difference between the
amount of the acquisition of the dry season and the
rainy season (hypothesis 2). Based on the analysis
of the price, using different test in the dry season
and the rainy season with the Mann Whitney asymp
values obtained Sig. (2-tailed) 0.716. Because the
value is asymp. Sig. (2-tailed) 0.716 > 0.05, this
shows that the hypothesis H, is accepted or, in other
words the price for the dry season and the rainy sea-
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son is not significantly different. Mann Whitney
analysis is performed because preliminary analysis
shows that the data does not qualify normality.

Based on the analysis of the quantity using different
test in the dry season and the rainy season with
Mann Whitney (Hypothesis 2), the value obtained is
asymp. Sig. (2-tailed) 0.000. Because the value is
asymp. Sig. (2-tailed) 0.000 > 0.05, this shows that
hypothesis H, is rejected or, in other words, the
price for the dry season and the rainy season is sig-
nificantly different. Such as mobile in terms of nor-
mality test of price, the quantity of Mann Whitney
analysis is performed, because preliminary analysis
indicates that the data are not normal.

Based on the analysis of pathways influence, the
price of the purchase amount of clove oil standard-
ized coefficient value (beta) is 0.106 with sig. 0.459.
Because Sig. value 0.459 > 0.05, this shows that the
hypothesis H, is accepted, or in other words the
price does not significantly affect the amount of ac-
quisition purchase. This contrasts with the laws of
supply conditions, stating that the price is directly
proportional to the number of deals. This phenome-
non occurs because the natural material is not mere-
ly to follow the law of supply, but more influenced
by the harvest season (seasonal), as well as the be-
havior of suppliers.

3.3. Phenomena analysis. Although the prices are
very high, but if you are not in the season, then, the
amount of clove oil obtained will still be
inconsiderable. These conditions will be very vul-
nerable to speculative activities of the suppliers. The
speculative activity itself is unethical behavior from
suppliers that are already partnering with the buyer.
Figure charts of the average price and the number of
acquisition can be seen in Figure 1.
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Source: Department of Natural Product Buying XYZ CORP.

Fig. 1. The price and the number of acquisition
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In Figure 1, it can be explained that periodically
highest achievement starts in July and peaks in Sep-
tember and the lowest acquisition acquired is in
April each year. However, the phenomenon oc-
curred since 2012, where in September at that year
did not obtain the maximum number of clove oil,
but only about half of the same month in previous
years. The highest peak was precisely obtained in
January next year.

This is a result to natural conditions in Indonesia,
who are experiencing erratic changes in weather
(climate change). In addition to weather phenomena,
such business is also affected by factors (1) market
Nervousness by exporters or buyers for their defi-
ciency (shortage) of raw materials, (2) the existence
of unethical behavior from suppliers that speculate

to hold material to obtain the highest possible price.
(3) the policy of the exporters, who continue to raise
the purchase price in order to obtain supplies as
much as possible.

Policy strategies continuously raise the purchase
price on July 2012, this would make the suppliers
increasingly speculated to resist to obtain the high-
est price. Suppliers’ behavior that secures the raw
material is certainly disturbing the short-term and
long-term relationship with the buyer. Unethical
behavior of suppliers became empirical evidence
after the prices were lowered in the end of 2012, it
turned raw materials began to be sold by the suppli-
er, so that the acquisition was abundant in January
and February 2013, and has never occurred in pre-
vious years, as can be seen in Figure 1, 2 and 3.
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Source: purchasing and finance statements XYZ CORP (processed).
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This case study can demonstrate that the behavior of
suppliers as speculators is instrumental in clove oil
trading system in Indonesia.

Conclusion, implication, suggestions, and
limitations

Based on these results, it can be concluded that for
the natural raw materials, the average purchase price
between the rainy season and the dry season does
not differ significantly, but the cost of purchase in
the dry season and the rainy season varies signifi-
cantly. The results also show that the purchase price
does not affect the acquisition of clove oil purchas-
es. Seasonal conditions can actually be predicted by
operators, which high gains to be obtained in the dry
season, but to factor the unethical behavior of sup-
pliers is very difficult to predict. Uncertain condi-
tion is often exploited by suppliers of natural raw
materials, in this case, clove oil, by taking ad-
vantage of the shortage of the unethical behavior,
speculating to hold raw materials and not to sell un-
til the prices soar. Action or unethical behavior is
actually going to disrupt the buyer-supplier relation-
ships both in a short term and long term.

It is recommended that the manufacturers or ex-
porters perform better forecasting, accompanied
by additional information about climate and
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