Measuring Supplier Performance
(Keeping Score, 1996, Mark Brown)

Many organizations spend more money buying goods and services from suppliers than they spend running their own parts of the business.  Suppliers are critical to most organizations, and many organizations do a very poor job of measuring supplier performance.
Suppliers Report Card – 
Product/Service Quality Dimensions

· timeliness of arrival





· timeliness of job completion
· percent problems fixed right the first time
     Customer Service

· Responsiveness
· Flexibility
· Attention to detail
· Ease of doing business
· Courteousness of staff
· Follow-through, price/value
Process Performance

Price/Value

Asking for process measure from suppliers also only make sense when there is solid research that show a direct link between process variables and output quality and consistency.

Process Measures for Sales Process – what is output?

· Number of leads/contacts made with potential new customers

· Number of requests for quotation written

· Amount of time spent discussing needs with existing customers

· Number of relationship-building activities with existing customers

Ask suppliers for process data in situations where the process measures are directly linked with your requirements for the suppliers’ products or services. Just as organizations tend to hire people that fit into their culture, they pick their suppliers that same way.  Linking supplier performance measures to key business drivers – key success factors – is to assign a weight to the four generic supplier performance measurements based on the relative importance of each

Sample - Suppliers Report Card – Public Relations Firm
Product/Service Quality Dimensions




50%

· Consulting leads derived from exposure

20%
· Frequency of name in media



10%
· Amount of coverage




5%
· Quality/accuracy of coverage


5%
· Targeted publications/programs


10%
     Customer Service







25%

· Minimize our time/hassle



10%
· Responsiveness to our needs



4%
· Understanding of our business


6%
· Timelines of Work




5%
Process Performance






10%

· Actual billing vs. budget



4%

· Activity to generate exposure


3%

· Thorough documentation of activity

3%

Price/Value








15%

· Price versus other competitive firms

5%

· Our perceptions of value vs. cost per month
10%

Measure the companies you do 80% of your business with…not the rest

Key Variables Measuring Supplier Performance

· The company collects data on key product/service variables for the goods and services it buys from suppliers

· Dimensions of supplier quality that are measured are linked to the company’s key success factors

· Measures of satisfaction with supplier performance are collected on a regular basis

· Suppliers regularly give feedback to the companies that purchase their products/services

· Suppliers are rated on their pricing and how it compares to their chief competitors

· Suppliers are assessed using key process metrics along with the traditional quality and price metrics

· Major suppliers are audited using a set of criteria such as ISO 9000 or the Baldrige Award criteria
