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Abstract 

Getting innovation out of suppliers requires the internal absorption of supplier 

knowledge. Few studies have analyzed the role of the purchasing function for 

realizing this innovation potential. The purpose of the paper is to explore the effect 

of purchasing capabilities on supplier innovation in relation to different supplier 

product categories, taking into account innovation performance as a strategic 

priority moderating the relationship. The results of the paper are based on the 

international purchasing survey (IPS) and confirm that purchasing capabilities are 

important for realizing supplier innovation. For strategic products, the effect of 

purchasing capabilities is leveraged when the firm focuses strategically on 

innovation. In contrast, for bottleneck and routine products, purchasing capabilities 

are leveraged when there is a low focus on innovation in the firm. Consequently, 

firms need to prepare purchasing with the right capabilities to ensure their 

contribution to the innovation process and the external integration with suppliers. 

 

Introduction 

  The importance of suppliers as a source of complementary knowledge in new 

product development (NPD) is widely acknowledged in the literature (Appleyard, 

2003, Beecham and Cordey-Hayes, 1998, Lau et al., 2010). Supplier collaboration 

can have a positive effect on product innovation (Un et al., 2010), but also involves 

difficulties related to coordination (Fliess and Becker, 2006). Consequently, in 

order to facilitate the integration of knowledge, supplier collaboration also requires 

internal capabilities. Internal integration and coordination has been found to be 

important for effective integration with suppliers (Koufteros et al., 2005, Koufteros 

et al., 2010, Takeishi, 2001). Here the purchasing function plays an important role 

in managing the suppliers and supporting the R&D function (Wynstra et al., 2003). 

Following the knowledge-based view of the firm, the existence of some degree of 

cognitive overlap is important for making effective use of complementary 

knowledge. This implies that, in order to benefit from supplier innovation, the 

purchasing capabilities must be stretched to include these capabilities related to 

NPD. The concept of absorptive capability has been mentioned as a key to use 

existing internal knowledge for assimilating and utilizing external knowledge 

(Tsai, 2009). Tsai (2009) finds that absorptive capacity positively moderates the 

impact of supplier collaboration on performance in completely new or significantly 

improved products. In fact, thanks to the collaborative knowledge-sharing 

processes, new innovative ideas or solutions for product designs are generated. 

  Despite the great interest for incorporating external knowledge, there are 

surprisingly few studies that have specifically analyzed the role of the purchasing 

function for realizing an innovation potential. It is reasonable to assume that the 

skills of the purchasing function significantly affect the possibilities to find and 

include innovative suppliers, which in turn would promote innovation performance 
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of the buying firm. Studies on the impact of identification and selection of 

innovative suppliers are, however, rare. As previous research has not presented a 

detailed analysis of the relationship between purchasing capabilities and supplier 

innovation, this paper intends to explore this further.  

  The purpose of this study is to explore the effect of purchasing capabilities on 

supplier innovation in relation to different supplier product categories. The study 

follows the typology of Kraljic (1983) and takes into account innovation 

performance as a strategic priority moderating the relationship.  

  The next section provides a concise overview of the literature, specifically 

focusing on purchasing capabilities in NPD and its relation to innovation. This is 

followed by the development of hypotheses, method/data collection procedures, 

findings and conclusions.  

 

Theoretical framework 

  The importance of suppliers as a source of complementary knowledge in new 

product development (NPD) is widely acknowledged in the literature (Appleyard, 

2003, Beecham and Cordey-Hayes, 1998, Lau, Tang and Yam, 2010). Different 

studies confirm that supplier collaboration can have a positive effect on product 

innovation (Un, Cuervo-Cazurra and Asakawa, 2010). However, as mentioned, 

supplier collaboration also involves difficulties related to integration (Fliess and 

Becker, 2006). Tsai (2009) mentions the concept of absorptive capability. This 

absorptive capacity can be seen as a cognitive overlap to integrate the 

complementary knowledge from a supplier. The concept was developed by Cohen 

and Levinthal (1990), who defined it as a firm’s ability to recognize, assimilate, 

and apply external knowledge in the context of innovation and learning processes. 

Firms may have an initial idea for a new product or process that requires 

technological knowledge that is not available in-house. Thus, prior knowledge 

helps companies succeed in acquiring external technology. Purchasing capabilities 

related to supplier involvement in NPD increase a firm’s absorptive capacity (Tsai, 

2009).  

Takeishi (2001) argues for the importance of internal knowledge for external 

collaboration. Drawing on the empirical data collected from the Japanese auto 

industry, he shows that an automaker needs capabilities to coordinate various 

activities both externally with a supplier and internally within its own organization, 

in order to gain better component development performance. His findings imply 

that outsourcing does not work effectively without extensive internal effort. An 

investment in (supplier) component-specific knowledge enables to evaluate and to 

use new component technologies when available. In essence, these, and other, 

authors acknowledge the importance of a knowledge overlap between buyers and 

suppliers for knowledge integration (Beecham and Cordey-Hayes, 1998, Takeishi, 

2001, Takeishi, 2002, Tsai, 2009, Ulrich and Ellison, 2005). 

  In addition to overlapping knowledge, external collaboration also necessitates 

internal coordination. Takeishi (2001) argues that for managing supplier 

involvement, various groups and departments inside a firm need to coordinate 

various tasks with each other. The coordination involves purchasing, engineering, 

production, and quality assurance departments. This is also confirmed by 

Koufteros et al. (2005), who argues that the combination of internal and external 

integration positively influence product innovation. When problems occur during 

the NPD process, in particular an integrated organizational response can reduce 

their negative effects and improve the ability to respond accurately to engineering 

changes (Koufteros, Rawski and Rupak, 2010). 
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   In the late 1990s, Beecham and Cordey-Hayes (1998) showed that firms often 

underestimate the amount of management effort required to make supplier 

collaboration to work. This has been confirmed in later studies, such as Andersen 

and Dreijer (2009). They note that, while supplier involvement in product 

development projects can contribute with valuable knowledge and expertise, such 

involvement also poses organizational and managerial challenges. Thus, supplier 

collaboration can have a positive effect on product innovation but also involves 

difficulties related to coordination (Lakemond et al., 2006).  

   In this case the purchasing function plays an important role in managing the 

suppliers and supporting the R&D function (Wynstra, Weggeman and van Weele, 

2003). Purchasing fulfills an important function in coordinating the efforts of the 

supplier by initiating regular innovation meetings with suppliers and developing 

technology roadmaps linking firm strategy, innovation strategy, sourcing strategies 

(Schiele, 2010), and supplier development (Reed and Walsh, 2002). By performing 

these activities, purchasers act as important supplier relationship promoters 

(Walter, 2003). Thus, purchasing capabilities include an overlap in internal 

knowledge as well as an ability to coordinate internal as well as external 

relationships.  

Krajlic (1983) argues that a company’s need for a purchasing strategy depends 

on the importance of the item purchased as well as the complexity of the supply 

market. He proposes a portfolio approach for differentiating the management of 

the interfaces with suppliers. These models can be used to analyse a company’s 

purchases, analyse supplier relationships and develop appropriate action plans 

(Olsen and Ellram, 1997). By using a purchasing portfolio, purchasing can develop 

differentiating purchasing strategies for the different categories. Consequently, 

following Krajlic (1983), typology, the role of the purchasing function, and 

possibly also the importance of purchasing capabilities, also varies for supplier 

products that are purchased in a market with a high complexity or low complexity, 

or for important items or less important items.    

 

Conceptual model and hypotheses 

  As suppliers are an important source of innovation, purchasing plays an important 

role in the process of successfully involving suppliers for product development 

activities (Schiele, 2010). Purchasing capabilities have been investigated 

previously in a few studies. Gonzaléz-Benito (2007) explores the link between 

purchasing capabilities, business strategy and overall business performance, but 

does not include innovation as a competitive priority. Tracey et al. (2005) establish 

the importance of purchasing capabilities, but only in relation to manufacturing 

outcomes. However, these studies do not include a detailed analysis of the 

purchasing capabilities in specific processes. For purchasing to contribute 

successfully to innovation, purchasers must be proficient in executing certain 

activities, stimulating, facilitating and capturing innovations from suppliers. By 

using case studies Schiele (2010) illustrates how innovative firms organize their 

purchasing processes. He underlines the significance of structural reorganisation of 

the purchasing function in order to manage the dual role of both maintaining cost 

levels and being supportive in the innovation process over the entire product life 

cycle. Nijssen et al. (Nijssen et al., 2002) stress the need of certain skills of the 

purchasers involved in NPD processes. This leads us to our first hypothesis. 

 

(H1) A high level of purchasing capabilities results in high degrees of innovation 

in products that are sourced from suppliers.  
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  Aylen (2010) and Beecham and Cordey-Hayes (1998) argue that for a supplier 

collaboration in NPD to be successful, it requires a commitment from top 

management. This commitment might result in a positive attitude to supplier 

collaboration. It might also result in new strategies influencing the firm´s different 

departments, not least the purchasing department. Thus, a strategic focus on 

innovation in the buying firm increases the propensity to consider suppliers as 

important sources for innovation. A strategy focused on innovation therefore 

leverages the relationship between purchasing capabilities and supplier innovation. 

Consequently, the second hypothesis is formulated as follows. 

 

(H2) A strategic focus on innovation moderates the contribution of purchasing 

capabilities on supplier innovation. 

 

  As the role of purchasing varies depending on the specific product category, 

purchasing’s possibilities and inclination to support and stimulate innovation in the 

suppliers’ products is also expected to vary. For routine or non-critical products, 

customers do not actively seek innovation from suppliers. These suppliers are 

normally not involved in product development, but may still develop products 

based on their own specifications  (Nellore and Söderquist, 2000; Wynstra and ten 

Pierick, 2000). The relationship can be categorized as a child towards a grown-up 

(Kamath and Liker, 1994). The communication efforts are minimal. This can be 

seen as a white box product development (Handfield et al., 1999). Purchasing 

plays an important role in the supplier interface. However, it is not expected that 

purchasing actually aims for innovative outcomes from suppliers in these cases. 

Instead, purchasing has a limited time-horizon, typically buying commodity 

products and focuses on functional efficiency (Kraljic, 1983).  

  Leverage products have been associated with arm’s length or black box 

development (Handfield et al., 1999; Nellore and Söderquist, 2000; Wynstra and 

ten Pierick, 2000). Leverage products can usually be sourced from a number of 

alternative suppliers (Kraljic, 1983). Even if suppliers are involved in their 

customers´ product development, this involvement is mainly based on the 

customers´ specifications (Nellore and Söderquist, 2000; Wynstra and ten Pierick, 

2000). Therefore, suppliers have little latitude to contribute to innovation. 

Compared to routine products, the purchased items from these suppliers are more 

important, and purchasing focuses typically on cost and price performance and on 

exploiting purchasing power (Caniëls and Gelderman, 2007; Kraljic, 1983).  

  The suppliers of bottleneck or critical components are involved in product 

development mainly based on its own specifications (Nellore and Söderquist, 

2000). The criticality implies a need to obtain sufficient information about what is, 

and what is not, possible with regard to different solutions for technical problems. 

The solution often involves connecting pieces that requires a great deal of 

integration. Sometimes the buyers are involved as co-developers (Wynstra and ten 

Pierick, 2000). In these cases, there may be innovative ideas coming from the 

supplier. For these products, the buyer usually has little bargaining power, which 

makes it necessary to have collaborative agreements with suppliers. Nellore and 

Söderquist (2000) argue that these suppliers are usually considered as experts in 

complex technology fields, but these products are usually not strategic for the 

buyer. Still, it might be expected that suppliers of bottleneck products contribute 

considerably to innovation.  
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  Strategic products imply a high level of equivocality and knowledge integration 

on different functional levels. The relation between the supplier and buyer is 

characterized as mature and equal (Kamath and Liker, 1994). Suppliers of strategic 

products are usually closely involved in product development and specifications 

are generated in joint effort (Nellore and Söderquist, 2000; Wynstra and ten 

Pierick, 2000).  Suppliers may therefore contribute to a large extent to innovation, 

especially when the customer strives for innovation in its products. Purchasing is 

one of the important functions involved in managing the interface with the 

suppliers. Consequently, it is expected that purchasing capabilities have an 

important impact on the degree of innovation in products sourced from suppliers. 

 

(H3) Purchasing capabilities are especially important for supplier innovation in 

case of strategic products and less important for routine products, leverage 

products, and bottleneck products, 

 

 

The conceptual model, including the mentioned hypothesises, is summarized in 

Figure 1. 

 

 

 

 

 

 

 

 

 

  
 

 
Fig. The overall hypothesis  
 
 
 

 

 

 

 

 

 

 

 

 

Figure 1: The conceptual model  
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Research methodology 

 

Sample 

  The data, used in this paper, is collected with the International Purchasing Survey 

(IPS) instrument. This survey is focused on various purchasing and supply 

management practices at the business unit level as well as at the purchasing 

category level. Data was gathered in 2009. The countries involved collected data 

through the same web administered platform, which allowed respondents to fill in 

the questions by themselves. The population consists of respondents that are 

members of professional associations, self-owned contacts (e.g alumni) or 

commercial databases. After the data had been collected, each country cleaned the 

data using the same rules and procedures in order to obtain a common database. A 

total of 681 respondents, from different sectors, answered the survey, and 

subsequent analysis shows that the collected data can be pooled (Knoppen et al., 

2011). The overall response rate amounted to 10 percent.  

  The sample is cross-sectional but the main sector represented is manufacturing 

(see Table 1). The median size of the firms is 380 FTE (full time equivalents), but 

due to a few huge firms the mean is over 6000 FTE. The firm spend represents 

about half of the sales on purchased goods and services.  

  The questionnaire included questions on firms purchasing strategy, practices and 

performance and was mainly answered by purchasing managers or corresponding. 

6-points and 7-points Liker scales were used. The data is analyzed by factor 

analysis and regression analysis, using SPSS software. 

 

Country Frequency Percent 

Canada 62 9.1% 

Finland 41 6.0% 

France 40 5.9% 

Germany 71 10.4% 

Italy 53 7.8% 

Netherlands 56 8.2% 

Spain 50 7.4% 

Sweden       146 21.4% 

United Kingdom 94 13.8% 

United States 68 10.0% 

Total       681 100.0% 

 

Sector  Frequency Percent 

Agriculture, forestry, fishing, and mining 12 1.7% 

Manufacturing  431 63.3% 

Electricity, gas, and water supply  21 3.1% 

Construction  28 4.1% 

Wholesale and retail trade  36 5.3% 

Hotels and restaurants  6 0.9% 

Transportation, storage and communication  34 5.0% 

Financial services  14 2.1% 

Professional and administrative services  21 3.1% 

Public administration and defense  16 2.4% 

Human health and social work activities  11 1.6% 

Arts, entertainment and recreation  6 0.9% 
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Other  36 5.3% 

Missing  7 1.0% 

Total  681 100.0% 

 

   

   

 

N= 

 

Mean 

 

SD 

Percentiles 

25 50 75 

Company size (FTE, log) 

 

654 6083 21255 125 380 2000 

Purchasing share 

(Spend/Sales) 

607 49.1% 19.4% 36.2% 50.0% 63.3% 

 

Sales () Frequency Percentage 

< 50 170 25.0% 

< 100 71 10.4% 

< 200 84 12.3% 

< 500  12 15.0% 

< 1000 55 8.1% 

>=1000 148 21.7% 

Missing 5 7.5% 

Total 681 100.0% 

   
 

  

Table 1: Sample statistics 

Constructs, validity and reliability 

  The key constructs in the study are supplier innovation, purchasing capabilities, 

and innovation performance strategy (see conceptual model). Each of these is 

measured on the category level, i.e. the respondents were asked to choose a 

specific category of products and identify the characteristics of this category. 

Based on these characteristics four product categories were identified, following 

the typology of Kraljic (1983). 

  The dependent variable, supplier innovation, was measured by a construct based 

on two statements (items); time to market and level of innovation in 

products/service from the supplier. The respondents were asked to rate the 

statements in comparison to management targets. 7-point scales were used, ranging 

from much worse than target to much better than target. Construct validity was 

tested through Principal components factor analysis, which gave one factor as 

expected (Table 2). The Cronbach´s Alpha test gave 0.720 assuring the internal 

reliability (Westergaard et al., 1989).   

  The independent variable, purchasing capabilities, was measured by a construct 

based on five statements concerning purchasing’s level of proficiency in different 

processes (i.e. the level of quality in executing each process) on specific 

categories. The respondents were asked to rate the level of proficiency on a 6-point 

scale, rating from extremely low, to extremely high. The following processes were 

included; definition of specifications, supplier selection and contracting, supplier 

development, supplier involvement into new product development, and supplier 

evaluation. Construct validity was tested through Principal components factor 

analysis. This test gave one factor (Table 3). To assure internal reliability the 

Cronbach´s Alpha test was used. This test gave 0.810, which is a good measure 

(Ibid).   
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Table 2: Factor analysis –  

supplier innovation 

 

Cronbach´s Alpha:  0.720 
Component 

1 

D9g The supplier time-to-

market for new or improved 

products 

.853 

D9i The level of 

product/service delivery 

reliability 

.853 

Extraction Method: Principal Component Analysis. 

 

Table 3: Factor analysis –  

purchasing capabilities 

 

   

Cronbach´s Alpha:  0.810 
Component 

1 

Supplier development 0.84 

Supplier selection and contracting 0.82 

Supplier evaluation 0.81 

Supplier involvement into NPD 0.72 

Specs definition 0.62 

Extraction  method: Principal Component Analysis 

 

  The moderating variable, Innovation performance strategy, was measured based 

on six indicators focusing on the strategic priorities for a specific category. These 

priorities include; improving conformance quality of purchased inputs, improving 

specifications and functionality of purchased inputs, improving supplier lead-time, 

improving supplier accuracy in delivery dates and quantities, improving time-to-

market with suppliers, improving introduction rates of new/improved 

products/services. The respondents were asked to indicate to what extent 

management had emphasized these priorities over the past two years. In 

accordance with for instance the Oslo manual (2005) for innovation management, 

these indicators reflect both the efficiency of product development/improvement 

process as well as an estimation of the novelty. In order to analyse the innovation 

performance strategy as a moderating variable we split the sample into firms 

having a high focus on innovation performance and firms not specifically focusing 

on innovation performance. The mean value of this moderating variable is 3.7. 

Thus, for values equal to or above 3.7 the strategy of the firm could be seen as 

focused on innovation performance. Even here Principal components factor 

analysis, gave one factor as expected (Table 4). The Cronbach´s Alpha test gave 

0.884 assuring the internal reliability. 
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Table 4: Factor analysis –  

Innovation performance strategy  

Cronbach´s Alpha: 0.884 
Component 

1 

Improving time-to-market with suppliers 0.79 

Improving supplier lead-time (time between 

order to market) 

0.76 

Improving introduction rates of new/improved 

products 

0.75 

Improving conformance quality of purchased 

inputs 

0.74 

Improving specifications and functionality of 

purchasing 

0.72 

Improving supplier accuracy in delivery dates 

and quantities 

0.72 

Extraction  method: Principal Component Analysis 

 

 

 

Product categories 

In order to operationalize the purchasing category type according to Kraljic (1983) 

the following steps were taken. 

1. Choosing questions in the empirical data matching Olsen & Ellram’s 

portfolio model (Olsen and Ellram, 1997). 

2. Validating the correct fit and group attributes. 

3. Merging metadata categories to create two single variables for risk and 

economic impact. 

4. Applying metadata from step three to create a link to Kraljic’s matrix 

model.  

The first step was to study the data and investigate the relationships and underlying 

meaning of each question. This was done with Olsen and Ellram’s previous work 

as a guideline and provided us with a framework for sorting all relevant questions 

into categories. These independent questions then were put in a factor analysis to 

validate the correct match in all categories. After confirming a good internal fit 

between the questions we used the answers for all selected questions to create two 

single variables providing us with a generalized view of the respondents chosen 

purchase categories individual levels of complexity and economic importance. 

These variables were then combined and matched into Kraljics portfolio matrix 

model through our models assessment of all the respondents’ level of risk versus 

economic impact. Each of the steps is in detail explained and performed in the 

following section of our paper. 
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Step 1 - Ellram & Olsen, defining the foundation for strategic purchasing 

Based on theories from Olsen and Ellram (1997) defining what factors create the 

foundation for strategic decision making within purchasing. The model divides all 

factors by first distinguish between two founding blocks “Factors influencing the 

Strategic Importance of Purchase” and “Factors describing the difficulty of 

managing the Purchase Situation”. Under these main categories we further divide 

the factors into subcategories namely Economic factors, Product Characteristics 

and Supply Market Characteristics.   

Step 2 - Apply Ellram & Olsen model on survey data 

Factor analysis confirmation of fit between survey questions into these categories 

we’ve selected questions from the survey that will build our portfolio model. To 

confirm the collaboration between the survey questions we’ve performed a 

confirmatory factor analysis resulting in the six components that can be seen in the 

Table below.  

 

Step 3 - Merging survey questions 

The six components received from factor analysis then have to be weighted 

together in order to create a good balance in the model. This is achieved by 

calculating the average answer value for each component individually. Out of 

these six components five represents factors influencing risk and the final one 

affects economic impact. The process of combining these components are the same 

three level model from Olsen & Ellram (1997) without weights to make the model 

more generic and try to cope with the specific variations in priorities for different 

product categories. See Table below. 
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The process can also be seen in bellow equation where Y represents the economic 

impact and X represents risk.  

 

 

 
 

Step 4 - Linking Olsen & Ellram’s model to Peter Kraljics matrix model 

We now have two components representing the economic implications of decision 

making within purchasing versus complexity. The next step is not as 

straightforward as it seems, however, and has its roots in the philosophical 

question “what is risk?”. Since even the existence of risk is subjective, defining the 

spectrum between low and high level of risk is even more complicated. Therefore, 

in this study we base our selection on the population of the empirical data. We 

separately calculate the average level of risk and economic impact from all 

respondents, and then sort the categorical belonging according to a higher or lower 

than average value of their individual risk and economic impact variables. 

By plotting the results for each respondent in the survey we create a high/low risk 

versus high/low profit impact pattern very similar to Peter Kraljic’s purchasing 

strategy matrix. See the graph below. 

 
 

From this plot we can observe the spread of all respondents into Kraljics matrix 

where high/low economic implications relate to Peter Kraljics axis “Importance of 

Purchasing” and “Difficulty of Managing the purchase situation” relates to 

Kraljic’s axis “Complexity of supply market”.   

 

Control variables 

As control variables, firm size, and market sensibility were chosen. The latter 

variable was a construct of variety in customer needs and the rate of change in 
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customer needs (Table 5). The Cronbach´s Alpha test gave 0.721 assuring the 

internal reliability. 

 
Table 5: Factor analysis – 

Market sensibility 

Cronbach´s Alpha: 0.721 
Component 

1 

The variety of customer needs 0.885 

The rate of change in customer 

needs 

0.885 

Extraction  method: Principal Component Analysis 

 

To assure supplier involvement, we only included cases where the supplier 

involvement in NPD was considered as present to a relatively high degree.   

Regression analyses were then applied to test the hypotheses. 

 

 

Findings 

 

  The result from the first regression analysis indicates that a high level of 

purchasing capabilities related to NPD positively affects supplier innovation. This 

confirms hypothesis H1 (Table 6).  

Table 6: Supplier innovation related to purchasing capabilities – coefficient Beta 

Purchasing capabilities 0.24* 

Adj R Square 0.05 

F 14.19 

N 242 

Note: *p<0.001    

 

  By adding innovation performance strategy as a moderating variable, we split the 

sample into two alternative situations; firms with a focus on innovation 

performance and firms without a clear focus on innovation performance.  

  The relationship between purchasing capabilities and supplier innovation is 

stronger for firms where focus is on innovation performance (Table 7). Therefore, 

the results do confirm hypothesis H2 that says a strategic focus on innovation 

moderates the contribution of purchasing capabilities on supplier innovation. 

 
 

Table 7: Supplier innovation related to purchasing capabilities - adding the innovation 

performance strategy as a moderating variable 

Innovation performance 

strategy Low High 

Purchasing capabilities 0.18*  0.25**  

Adj R Square 0.02  0.05  

F 3.18  8.72  

N 102   139   

Note: 
*p<0.1 

**p<0.01    
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  When performing the analysis by breaking down the analysis to the product 

category level, i.e. leverage, strategic, routine and bottleneck products, the findings 

indicate significant relationships between purchasing capabilities and supplier 

innovation for strategic products (Table 8).  These relationships are less strong and 

not significant for leverage, routine, and bottleneck products. This confirms 

hypothesis H3 that says purchasing capabilities are especially important in the case 

of strategic products and less important for routine, leverage and bottleneck 

products. 

 

Table 8: Supplier innovation related to purchasing capabilities 

on different product categories 

  Leverage Strategic  Routine  Bottleneck 

Purchasing capabilities 0.18  0.29*  0.15  0.22  

Adj R Square 0.02  0.07  0.01  0.05  

F 1.88  6.68*  1.27  2.32  

N 49     67   76   50   

Note: *p<0.01           
 

  

In order to investigate the analysis for each of the purchasing categories in further 

detail, the moderating variable, innovation performance strategy, was included. 

The results show strong relationships for strategic products, when there is a high 

focus on innovation performance (Table 9; Step 1).  
  

Table 9: Supplier innovation related to purchasing capabilities on different product 

categories - adding the innovation performance strategy as a moderating variable  

  
                     

    Leverage      Strategic         Routine        Bottleneck 

Innov. perf. 

           

Low    

           

High 

                    

       

Low    

        

High 

             

Low    

           

High 

              

Low    

        

High 

           

Step 1           

Purch. cap. 0.18 0.22 0.07 0.30* 0.07 0.18 0.28 0.18 

Adj R 

Square -0.06 0.01 -0.05 0.07 -0.03 -0.02 0.08 0.03 

F 0.86 1.39 0.09 4.94* 0.16 0.67 1.29 1.01 

N           27 30 22 54 36 22 17 33 

           

Step 2           

Company 

size -0.04 -0.03 -0.13 -0.06 -0.08 0.14 -0.70 -0.22 

Market 

sens. -0.14 0.04 0.28 0.41 -0.08 0.09 0.02 0.03 

Purch. cap. 0.18 0.26 0.03 0.25* 0.08 0.11 0.31 0.21 

ΔAdj R 

Square -0.07 -0.05 -0.08 0.14 -0.08 -0.13 -0.09 -0.03 

F (full 

model) 0.28 0.22 0.77 4.65* 0.18 0.21 0.24 0.72 

N 27 27 22 50 35 21 17 31 

Note: 

 

  *p<0.05       
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In order to validate these results, in Step 2, the control variables, company size and 

market sensibility, were added to the analysis (Table 9; Step 2). Overall the impact 

from these control variables is of minor importance, when interpreting the results. 

Compared to Step 1 the variation in the dependent variables are relatively low. In 

that sense the control variables do not have the capacity to extinguish the effect of 

the independent variables.  

 

 

Discussion  

  The main focus of this paper is to explore the relationship between purchasing 

capabilities and supplier innovation. The study supports all three of the 

hypotheses: (H1) purchasing capabilities are positively associated with high 

degrees of innovation in products from suppliers, (H2) a strategic focus on 

innovation moderates the effects of innovation, and (H3) purchasing capabilities 

have significant effects on supplier innovation for strategic products. Furthermore, 

the effect of an innovation performance strategy is clear on the product category 

level. 

  The findings show the importance of purchasing for getting innovation out of 

suppliers. This is something quite new. Previous research only has found that 

purchasing is increasingly concerned with being a mainstream value-adding 

process that is seen as “strategic” to the organisation’s success (Cousins, 2005). 

This strategic role of purchasing has been positively associated with better supplier 

involvement, long-term relationships and two-way communication between buyers 

and suppliers (Paulraj et al., 2006). It is argued that purchasing fulfils an important 

role in collaborative product development with suppliers (Schiele, 2010). Our 

results extend these findings by showing the importance of purchasing capabilities 

for getting innovation out of suppliers. The analysis shows that purchasing 

capabilities are especially important in case of collaborative development on 

strategic products. For these products, suppliers usually are deeply involved in 

their customer’s product development (Wynstra and ten Pierick, 2000). In such 

cases, purchasing capabilities are significant. Interestingly, however, these findings 

are only supported in cases when customers pay attention to innovation 

performance. Thus, for strategic products, the effect of purchasing capabilities on 

the degree of innovation in supplier products is positively moderated by a strategic 

focus on innovation. In these cases, suppliers are considered to be an important 

source of innovation (Azadegan et al., 2008).  

Collaborative product development may also take place with suppliers of 

bottleneck products. However, for these products, it is usual that the specifications 

for the supplier products are not developed jointly, but are instead largely dictated 

by the supplier (Nellore and Söderquist, 2000; Wynstra and ten Pierick, 2000). 

Consequently, for these products, our findings show that purchasing capabilities 

are not important. In these cases, purchasing may be occupied with suppliers of 

strategic products.  

   Suppliers of routine products are usually not involved in their customer’s product 

development (Wynstra and ten Pierick, 2000). This is also confirmed by the 

findings, as purchasing capabilities do not contribute to getting innovation out of 

suppliers in this category.  Even for leverage products no significant relationship 

was found between purchasing capabilities and the degree of innovation in 

products from suppliers. Although the suppliers may be involved in product 

development, specifications are usually determined and dictated by the customer 

(Nellore and Söderquist, 2000; Wynstra and ten Pierick, 2000). In such cases, the 
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R&D function forms an important interface with the suppliers. Consequently, 

purchasing capabilities may be less important. 

  Altogether, the results indicate that purchasing capabilities have an important 

leveraging effect on a firm’s absorptive capacity by assimilating and utilizing 

external knowledge (Tsai, 2009). Furthermore, the role of purchasing and the 

importance of purchasing capabilities are dependent on the type of product. In 

firms focusing on innovation, purchasing capabilities are especially important for 

strategic products.  

 

Conclusion 

  This study confirms that the purchasing capabilities have a positive impact on 

supplier innovation. Furthermore, a fine grained analysis, including different 

product categories, shows the relationships in more detail. From this analysis it can 

be concluded, purchasing capabilities are important in the case of strategic 

products, but only when innovation performance is set as a strategic priority for 

this category.  

  In many firms, purchasing is increasingly recognized as an important function. In 

addition, previous studies have assessed the importance of purchasing capabilities 

(Cousins et al., 2006). Our study specifically relates these capabilities to the degree 

of innovation in supplier products. Consequently, firms that strive for innovation 

from suppliers need to strengthen their purchasing capabilities and in some cases, 

reconsider the role of purchasing in NPD. Purchasing does not only contribute to 

quality and cost issues, but also to innovation. 

  The study contributes to knowledge on the role of purchasing for building 

innovation capabilities. Altogether, this study confirms that purchasing plays an 

important role in the knowledge integration processes with suppliers, but mainly 

for strategic products. However, this relationship depends largely on the strategic 

priorities set for this specific category. Preparing purchasing with the right 

capabilities ensures their contribution to the NPD process and ensures external 

integration with suppliers. This facilitates the absorption of supplier innovation 

into the overall product.  

 

References 

 

Andersen, P.H. and Drejer, I. (2009). Together we share? Competitive and 

collaborative supplier interests in product development. Technovation 29(10), 690-

703. 

 

Appleyard, M.M. (2003). The influence of knowledge accumulation on buyer-

supplier codevelopment projects. Journal of Product Innovation Management 

20(5), 356-373. 

 

Aylen, J. (2010). Open versus closed innovation: development of the wide strip 

mill for steel in the United States during the 1920s. R & D Management 40(1), 67-

80. 

 

Azadegan, A., Dooley, K.J., Carter, P.L. and Carter, J.R. (2008). SUPPLIER 

INNOVATIVENESS AND THE ROLE OF INTERORGANIZATIONAL 

LEARNING IN ENHANCING MANUFACTURER CAPABILITIES. Journal of 

Supply Chain Management 44(4), 14-35. 



 16 

Beecham, M.A. and Cordey-Hayes, M. (1998). Partnering and knowledge transfer 

in the UK motor industry. Technovation 18(3), 191-205. 

 

Caniëls, M.C.J. and Gelderman, C.J. (2007). Power and interdependence in buyer 

supplier relationships: A purchasing portfolio approach. Industrial Marketing 

Management 36(2), 219-229. 

 

Cohen, W.M. and Levinthal, D.A. (1990). Absorptive Capacity: A New 

Perspective on Learning and Innovation. Administrative Science Quarterly 35(1), 

128-152. 

 

Cousins, P.D. (2005). The alignment of appropriate firm and supply strategies for 

competitive advantage. International Journal of Operations & Production 

Management 25(5), 403-428. 

 

Cousins, P.D., Lawson, B. and Squire, B. (2006). An empirical taxonomy of 

purchasing functions. International Journal of Operations & Production 

Management 26(7), 775-794. 

 

Fliess, S. and Becker, U. (2006). Supplier integration - Controlling of co-

development processes. Industrial Marketing Management 35(1), 28-44. 

 

Gonzalez-Benito, J. (2007). A theory of purchasing's contribution to business 

performance. Journal of Operations Management 25(4), 901-917. 

 

Handfield, R. B., Ragatz, G. L., Petersen, K. J., Monczka, R. M. (1999). Involving 

suppliers in new product development. California Management Review. 42(1), 59-  
 

Knoppen, D., Melek, A., Brandon-Jones, A., Luzzini, D., Van Raaij, E. and 

Wynstra, F. (2011). Pooling Survey Data in the Operations and Supply 

Management Literature:A Review and Illustration of Equivalence Tests 

In: IPSERA Conference. Maatricht, The Netherlands, pp. 978-993. 

 

Koufteros, X., Vonderembse, M. and Jayaram, J. (2005). Internal and external 

integration for product development: The contingency effect of uncertainty, 

equivocality, and platform strategy. Decision Sciences 36(1), 97-133. 

 

Koufteros, X.A., Rawski, G.E. and Rupak, R. (2010). Organizational Integration 

for Product Development: The Effects on Glitches, On-Time Execution of 

Engineering Change Orders, and Market Success. Decision Sciences 41(1), 49-80. 

 

Kamath, R.R, and Liker, J., K. (1994). A second look at Japanese product 

development. Harvard business review 72 (6), 154- 

 

Kraljic, P. (1983). Purchasing must become supply management. Harvard 

Business Review 61(5), 109-117. 

 

Lakemond, N., Berggren, C. and van Weele, A. (2006). Coordinating supplier 

involvement in product development projects: a differentiated coordination 

typology. R & D Management 36(1), 55-66. 



 17 

Lau, A.K.W., Tang, E. and Yam, R.C.M. (2010). Effects of Supplier and Customer 

Integration on Product Innovation and Performance: Empirical Evidence in Hong  

 

Kong Manufacturers. Journal of Product Innovation Management 27(5), 761-777. 

 

Nellore, R. and Söderquist, K. (2000). Portfolio approaches to procurement: 

Analysing the missing link to specifications. Long Range Planning 33(2), 245-267. 

 

Nijssen, E.J., Biemans, W.G. and de Kort, J.F. (2002). Involving purchasing in 

new product development. R&D Management 32(4), 281-289. 

 

Olsen, R.F. and Ellram, L.M. (1997). A portfolio approach to supplier 

relationships. Industrial Marketing Management 26(2), 101-113. 

 

Paulraj, A., Chen, I.J. and Flynn, J. (2006). Levels of strategic purchasing: Impact 

on supply integration and performance. Journal of Purchasing & Supply 

Management 12(3), 107-122. 

 

Reed, F.M. and Walsh, K. (2002). Enhancing technological capability through 

supplier development: A study of the UK aerospace industry. Ieee Transactions on 

Engineering Management 49(3), 231-242. 

 

Schiele, H. (2010). Early supplier integration: the dual role of purchasing in new 

product development. R & D Management 40(2), 138-153. 

 

Takeishi, A. (2001). Bridging inter- and intra-firm boundaries: Management of 

supplier involvement in automobile product development. Strategic Management 

Journal 22(5), 403-433. 

 

Takeishi, A. (2002). Knowledge partitioning in the interfirm division of labor: The 

case of automotive product development. Organization Science 13(3), 321-338. 

 

Tracey, M., Lim, J.-S. and Vonderembse, M., A. . (2005). The impact of supply-

chain management capabilities on business performance. Supply Chain 

Management 10(3), 179-191. 

 

Tsai, K.H. (2009). Collaborative networks and product innovation performance: 

Toward a contingency perspective. Research Policy 38(5), 765-778. 

 

Ulrich, K.T. and Ellison, D.J. (2005). Beyond make-buy: Internalization and 

integration of design and production. Production and Operations Management 

14(3), 315-330. 

 

Un, C.A., Cuervo-Cazurra, A. and Asakawa, K. (2010). R&D Collaborations and 

Product Innovation. Journal of Product Innovation Management 27(5), 673-689. 

 

Walter, A. (2003). Relationship-specific factors influencing supplier involvement 

in customer new product development. Journal of Business Research 56(9), 721-

733. 



 18 

Wynstra, F., Weggeman, M. and van Weele, A. (2003). Exploring purchasing 

integration in product development. Industrial Marketing Management 32(1), 69-

83. 

 

Wynstra, F., and ten Pierick, E. (2000). Managing supplier involvement in new 

product development: A portfolio approach. European Management Journal of 

purchasing and supply management 6 (1), 49-57 

 

 


	Purchasing Capabilities-TitlePage
	Purchasing capabilities for supplier innovation in new product development

