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 The selection of trading partners is one of the most important decisions to make in 
business-to-business marketing. Previous studies indicated that quality; price and the 
ability to deliver are generally regarded as the most important criteria by which 
organisational buyers evaluate their potential suppliers. Thus, the aim of this study is to 
determine the factors affecting supplier selection from the buyer’s perspective within 
the Malaysian fresh produce industry. A survey was conducted in two major wholesale 
markets in Malaysia using a simple random sampling technique. A total of 53 
wholesalers represented the buyers were selected and interviewed via structured 
questionnaire. Data was analysed using descriptive and factor analysis. The results from 
the survey indicated that the ability of the supplier to offer a fair price is the most 
important criteria used by the wholesalers when selecting their potential supplier while, 
sharing marketing information are the least. Factor analysis using principal component 
method revealed four factors that collectively described wholesaler’s perspective on 
their supplier selection namely quality of produce, ability to supply, appearance of 
produce and competitiveness. Suppliers must be able to fulfil these important attributes 
as indicated by the buyers to remain competitive and a long-term relationship in the 
market. 
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INTRODUCTION 

 
 Fresh fruits and vegetables (FFV) are a very important dietary component in the daily food intake and are 
important source of minerals and vitamin among food crops. More than 50 types of tropical and temperate 
vegetables are consumed locally, which form about 15% of the calorie intake of Malaysians. Due to increasing 
demand for fruit and vegetable resulting from population growth, higher incomes, affluent society and 
nutritional deficiencies, the Third National Agriculture Policy (NAP3) has placed a greater emphasis on the 
production of fruits and vegetables to meet domestic and import demand. The policy aims to set in place the 
enabling and supportive measures as well as favourable environment to promote growth in the agricultural 
sector.  
 In enduring the significant of Malaysian agriculture sector, National Agro-food Policy (2011-2020) has 
been introduced to replace NAP3, which ended in 2010. This new policy emphasised on ensuring sufficient food 
supply, safe food for consumption and is also aimed at turning agro-food into a competitive and sustainable 
industry including FFV industry. The FFV industry is an integral component and comparatively profitable 
branch of agriculture sector in Malaysia. This dynamic industry provides raw materials to the domestic agro-
based industry as well as supplementary food for the population. At the same time, the industry also contributes 
towards conserving the ecology and environment as well as ensuring a sustainable development. However, in 
terms of agriculture production for FFV in relation to self-sufficiency level (SSL) for this commodity we are 
currently at 66% and 44% level for fruits and vegetables respectively (Table 1). 
 Table 1 indicates that the SSL keeps changing from year to year, which gives alarming signals for the 
industry to respond towards the government policies and consumers needs. Giving the lower value of SSL for 
both commodities, there is the need to increase the production of FFV and at the same time to overcome the 
issues of food safety and security. In the Malaysian wholesale market for example, both local and imported FFV 
are being traded, thus emphasize must be given to the local fresh produce. It is believed that agro-food chains 
and networks play an important role in providing access to markets for producers from developing countries as 
well as for local, regional and export markets (Ruben et al., 2006). Producers must keep a good relationship or 
network with their suppliers to ensure their competitiveness in the market. Ruben et al. (2006) suggested further 
that by building experience and trust between producers and buyers, it could increase the competitiveness of the 
industry. According to Man and Nawi (2009) the wholesalers played an important role as the intermediary 
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between the producers and retailers in the distribution of fruits and vegetables in the Malaysian market. 
However, the selection of trading partners is one of the most important decisions to be made in business-to-
business marketing. 
 
Table 1: Malaysian Self-Sufficiency Level of Major Food Commodities (%), 2000 – 2011. 

Commodities 2000 2005 2006 2007 2008 2009 2010e 2011e 

Rice 70 72 69 73 70 70 71 72 

Vegetables 95 74 43 42 40 39 41 44 

Fruits 94 117 67 63 64 68 66 66 

Beef 15 23 22 24 25 27 29 29 

Mutton 6 8 9 10 10 10 11 11 

Pork 100 107 97 97 97 97 102 101 

Poultry Meat 113 121 125 122 122 122 128 128 

Poultry Eggs 116 113 109 111 112 115 115 118 

Milk 3 5 5 5 5 5 5 5 

Fisheries 86 91 88 91 96 100 102 102 

Source: Ministry of Agriculture and Agro-based Industry, Agro-food Statistics 2010 and 2011 

 
 Previous studies indicated that quality, price and the ability to deliver are generally regarded as the most 
important criteria by which organizational buyers evaluate their potential suppliers and vice versa.Kotler and 
Armstrong (1999) indicated that to succeed in business-to-business markets, a supplier must understand what 
their customers want and aim to satisfy those requirements more effectively than competitors. In order to be 
more competitive, firms need to provide augmented products and services that offer their buyers more than they 
expect to receive or think is necessary. Monckza et al. (1998) indicated that fifty percent of a firm’s quality 
problems result from poor selection and management of the supply base. He suggests that buyers should select 
those suppliers who can meet their requirements in key performance areas like price, quality, service and 
delivery. Wilson (1994) considered criteria such as quality, price and the ability to deliver as the most important 
factors for buyers in evaluating their potential suppliers. Nawi and Batt (2011) also found that the growers’ 
perceived quality and price were the main criteria in the downstream market intermediaries’ choice of their 
preferred trading partner.  
 According to Kotler et al. (1999), supplier selection usually involves an analysis of their capabilities such as 
technical competence, their ability to provide the necessary services and their ability to deliver on time. While 
prices are determined primarily by supply and demand and the quality of the produce offered for sale (Folley 
1973). The majority of business between producers and buyers in the wholesale market is conducted using 
repeat transactions. However, with the uncertainty of supply and the variation in the quality and quantity in the 
wholesale market, modern retailers are not able to get what they require (Batt 2006). Most transactions between 
growers and large retailers now take place under a specified contract where various terms and conditions 
including volume, price and quality specifications are established (Dimitri et al. 2003).  
 In a centralised wholesale market, a typical transaction is characterised by many producers selling their 
produce to many buyers at the spot market price (Calvin et al. 2001). Cadilhon et al. (2003) described the 
wholesale market as an ideal place for supply and demand to meet. When producers and customers deal directly 
with each other, there is a greater potential for emotional bonding. The more the exchange partners understand 
and appreciate each others’ needs and constraints, the more inclined they become to cooperate with one another. 
Due to the perishable nature of the product involved in the fresh produce industry, personal relationships and 
trust between supply chain partners is of utmost importance (Wilson and Lavelle 1996). Meanwhile, Parker et 
al. (2006) and Lin and Wu (2011) emphasised on the need for direct relationships in the fresh produce industry 
to overcome the problem of perish ability of the FFV. This is why currently most of the supermarket chain 
procured their fresh produce directly from the growers by surpassing the middleman. Thus, the aim of this study 
is to determine the factors affecting supplier selection from the buyer’s (wholesaler’s) perspective within the 
Malaysian FFV industry. 
 
Methodology: 
 Structured questionnaire was developed to capture the supplier-buyer relationship in order to achieve the 
objective of the study. A survey was conducted in two major FFV wholesale markets in Malaysia namely Pasar 
Borong Selangor and Pasar Borong Selayang. Wholesalers represented the buyers were selected using a 
stratified random sampling technique. A face-to-face survey via a structured questionnaire was then undertaken 
at the respondent’s business premises. The questionnaire consisted of both open ended and closed ended 
questions to capture the information needed for this study. The respondents were asked to answer the prepared 
statements concerned with factors affecting supplier’s selection using a five-point Likert-scale where 1 was “not 
at all important” and 5 was “very important”. A total of 53 wholesalers have participated in this study. Data was 
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analysed using descriptive analysis and factor analysis. Descriptive analysis was carried out to analyse general 
information of the respondents socio-economic, demographic and business attributes and factor analysis was 
used to uncover the latent factors affecting the selection of potential suppliers made by the buyers (respondents). 
Factor analysis is one of the more frequently used procedures in marketing research and in fact, it has been cited 
as the most widely applied multivariate technique in the social sciences (Hair et al. 2006). 
 

RESULTS AND DISCUSSION 
 
 From the total of 53 respondents, the results indicated that majority of the respondents were males (75.5%) 
while females only 24.5% as shown in Table 2.In terms of race, majority of the respondents were Chinese 
(50.9%), followed by Malays (28.3%), Indian (15.1%) and other races (5.7%). The survey revealed that majority 
of the respondents were aged between 17 to 27 years old (30.2%) followed by 28 to 37 years old (24.5%) and 
20.8% were aged between38 to 47 years old. Thus, it is not surprising when most of the respondents (62.3%) 
indicated that they have at least 1 to 10 years of experience as wholesalers for FFV. In terms of sales volume for 
2011, most of the respondents (30.2%) have sold more than 20,000 MT of FFV. 
 
Table 2: Socio-demographic profiles of respondents. 

Demographic Variables Frequency (N) Percentage (%) 
GENDER Male 40 75.5 

Female 13 24.5 
RACE Malay 15 28.3 

Chinese 27 50.9 
India 8 15.1 

Others 3 5.7 
AGE 17-27 years 16 30.2 

28-37 years 13 24.5 
38-47 years 11 20.8 
48-57 years 11 20.8 

More than 58 years 2 3.8 
NUMBER OF HOUSEHOLD 0 people 4 7.5 

1-3 peoples 15 28.3 
4-6 peoples 27 50.9 
>6 peoples 7 13.2 

EXPERIENCE AS A FFV 
WHOLESALERS 

Less than 1 year 4 7.5 
1 year – 5 years 18 34.0 

5 years – 10 years 15 28.3 
10 years – 15 years 5 9.4 
More than 15 years 11 20.8 

SALES VOLUME 
IN 2011 

Less than 5,000 MT 13 24.5 
5,000 MT – 10,000 MT 8 15.1 

10,000 MT – 15,000 MT 11 20.8 
15,000 MT – 20,000 MT 5 9.4 

More than 20,000 MT 16 30.2 

 
 In determining the criteria used by the buyers in selecting their potential supplier, the results indicated that 
the ability of the supplier to offer a fair price (70%), offer good quality produce (57%), provided flexible 
payment terms (40%), low bargaining power (40%) and having personal/close relationships (30%) are the most 
important criteria used by the wholesalers when selecting their potential supplier as indicated in Table 3.  
 
Table 3: Criteria used by wholesalers in selecting their supplier. 

Criteria Frequency (N) Percent (%) 
Price 37 70 

Quality 30 57 
Flexible payment terms 21 40 
Low bargaining power 21 40 

Personal/close relationships 16 30 
Sharing marketing information 10 19 

Right varieties 2 4 

 
 Meanwhile, sharing marketing information (19%) and the ability to provide FFV with the right varieties 
(4%) was found as the least important criteria indicated by the wholesalers. Since buyers can procure their FFV 
from various suppliers, they do not really concern with the ability of their supplier to supply them the right 
varieties. In terms of sharing market information, in the era of technology buyers can easily get the information 
they want without relying on the assistance of their supplier. 
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 Factor analysis was conducted using principal component analysis (PCA) on 11 items with varimax 
rotation. The Kaiser-Meyer-Olkin (KMO) and Bartlett test were used to measure sampling adequacy and the 
presence of correlation among the variables and confirmed appropriateness of conducting the PCA (Tabachnick 
and Fidell 2001). The results for both measures are KMO = 0.678 and Bartlett test p < .000 indicated that 
correlations between items were sufficiently large for PCA as shown in Table 4.  
 
Table 4: KMO and Bartlett’stest. 

Kaiser-Meyer-Olkin measure of sampling adequacy 0.678 
Bartlett's test of 

sphericity 
Approx. Chi-square 272.782 
Degrees of freedom 55 

Significance 0.000 

 
 Principal component analysis revealed four constructs had eigenvalues over Kaiser’s criterion of 1 and in 
combination explained 74.10% of the variance (Table 5). The four factors that collectively described buyer’s 
perspective on the selection of their potential supplier were namely quality, ability to supply, appearance and 
competitiveness.  
 The first factor (quality) accounted for 40.96% of the variance consisted of four items including FFV that 
are free of pest and disease, free of physical injury, free of chemical residues as well as the reputation of 
supplier to deliver FFV that has good quality. It shows that buyers associated the quality of FFV with the safety 
aspects of the produce. Since wholesalers are the market intermediaries who areselling the FFV to the other 
customer, they regard this as the most important criteria as good quality FFV can be associated with good 
pricing. 
 The second factor (ability to supply) consisted of three items with the total variance of 14.16% that 
evaluated the extent to which preferred supplier could supply FFV of the desired variety as well as offering a 
wide range of fresh produce and in the quantities required. Factor three (appearance) consisted of two items that 
accounted for 10.2% of the variance. This factor related to the ability of the supplier to ensure the look of the 
FFV via excellent storage practices as well as providing good looking FFV.  The wholesalers must fulfil their 
end customers’ needs for good quality FFV and in order to accommodate this, they will request for the same 
attributes to be fulfilled by their supplier.  
 
Table 5: Factors affecting supplier selection from the buyer’s perspective. 

Items Factor Loadings 
Quality Ability to 

supply 
Appearance Competitiveness 

FFV that are free of pests and disease 0.827    

FFV that are free of physical injury 0.772    

FFV that are free of chemical residues 0.654    

Have a reputation for delivering good quality FFV 0.628    

Have FFV of the desired variety  0.909   

Offer a wide range of fresh produce  0.739   

Have FFV available in the quantities required  0.734   

Have FFV that stored well   0.909  

Have FFV that good looking   0.882  

Are willing to meet my immediate needs    0.858 

Provide FFV that are competitively priced    0.709 

Eigenvalue 4.446 1.557 1.122 1.006 
% of Total variance 40.960 14.157 10.201 9.143 

Total  Variance 40.960 54.574 64.955 74.097 

 
 The fourth factor (competitiveness), which accounted 9.14% of the variance, is related to the supplier 
willingness to meet wholesaler’s urgent needs whilst providing FFV that is competitively priced. Wholesalers 
indicated that the supplier must be able to fulfil their immediate needs if there are any changes during the 
business transactions such as changes in the quantities required by them. The findings of this study are similar 
with Lin and Wu (2011) that revealed the most important supplier selection attributes indicated by supermarket 
chains are procurement price, product quality, product consistency, and food safety. Growers or suppliers must 
be able to fulfil the important attributes entailed by the buyers to remain competitive in the market. 
 Reliability analysis using Cronbach's alpha was conducted to measure the internal consistency of the 
underlying construct and acceptable values are normally above 0.70 (Nunally, 1978). However, Hair et al. 
(2006) confirmed that the values near of 0.6 were also acceptable especially if the factors have only few items. 
The Cronbach’s alpha obtained for all four factors was above 0.6, which specified adequate reliability as 
presented in Table 6. 
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Table 6: Internal reliability analysis on factors affecting supplier selection. 
Factor Alpha Scores Number of Item 
Quality 0.762 4 

Ability to supply 0.781 3 
Appearance 0.920 2 

Competitiveness 0.625 2 

 
Conclusion: 
 In selecting their potential supplier, buyers believed that the ability of their supplier to offer a fair price 
while providing good quality FFV would establish as the most important criteria. Four factors had been 
identified that would influence buyer’s decision in selecting their potential supplier include quality of FFV, 
ability to supply, appearance of FFV, and supplier’s competitiveness. Since in the fresh produce industry we 
cannot avoid the perishable nature of the produce, wholesalers believed that the quality of FFV and ability to 
provide consistent supply was utmost important. According to Nawi and Batt (2011), growers or suppliers 
recognize that in order to conduct business, they must first satisfy the needs of their buyers. Thus, growers or 
suppliers in the Malaysian fresh produce industry must be aware of the needs of their potential buyers and try to 
fulfil them in order to ensure successful business transactions and also to remain competitive in the market. 
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