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Supplier Self-Measurement and Risk 
Evaluation (SMRE) Programs 
   
   
Suppliers must be initially qualified and certified in their 
compliance plus periodic audits, monitoring, and re-
assessment efforts are required to insure continued high 
levels of compliance and certifications.  
   
An important aspect of Supplier management programs are a 
framework for mutual business process improvement, and that 
the integration of compliance efforts between the internal and 
external aspects of the Supplier are seamless, accurate, and 
timely. 
   
The risk is too high to fully rely on that conviction. Firms 
must establish an effective compliance monitoring system. 
That system must initially establish the Suppliers as being 
in compliance and then provide for continuous monitoring 
and reporting mechanisms to insure that compliance 
remains valid   
   
The task of compliance monitoring becomes daunting because 
most firms has literally thousands of current and future 
Suppliers – who may be subject to a wide variety of rules, 
regulations, and compliance requirements. The criticality of 
market demands that any changes to Supplier’s compliance be 
immediately known and the risk analyzed. 
   
Firms require a real-time access to individual and collective 
Supplier’s compliance status plus the ability to monitor and 
rank Suppliers based on their performance levels.  
 
The following are the key areas that many firms have outlined 
to insure Suppliers’ compliance. These areas are part of a 
Supplier self-evaluation program and are managed 
electronically.   

 



Procurement  

For most organizations, the processes associated with the 
acquisition of materials and services represent the “front 
door” of their Supplier Chain. On average, companies expend 
more than 55% of total sales on the acquisition and 
administration of materials and services, plus an additional 
10% for logistics and order fulfillment. 

Supplier Chains seek to combat high acquisition costs and 
lengthy cycle times, and ensure the smooth receipt and 
delivery of material or services to point of use. This requires 
standards and controls that enhance rather than inhibit the 
procurement process and its performance, in alignment with 
the organization’s business objectives. 

Procurement models that characterized the Industrial Era no 
longer are adequate. The Information Era demands and also 
enables a shift to more effective practices through which 
firms can reap benefits at both ends of the Supplier-to-
customer spectrum:  the nearly ideal combination of volume 
advantages and valuable Supplier alliances, along with 
decentralized, user-initiated and user-responsive purchases. 

In managing the movement of resources, whether materials, 
services, knowledge, or labor through the Supplier chain, the 
most successful firms have created tight direct linkages 
between Supplier Chains and their customers. This 
relationship encourages communication and cooperation 
throughout the entire chain, obliterating the rigid inter-
organizational and inter-Supplier barriers that dominated out-
moded procurement practices. 

As a result, Supplier Chain customers receive the best quality 
product or service that addresses their specific needs, in a 
way that provides value and profitability for each of the key 
stakeholders – Supplier Chains, buyers, and customers. 

As today’s industrial Supplier Chains transition to tomorrow’s 
procurement trailblazers, it is the ability to tie strategy and 
process optimization together with robust technology 
implementation that truly differentiates successful Supplier 
Chains from their competitors.   

A shared vision for the acquisition of materials and services, 
closely mapped to the strategic direction of the Supplier, must 
be developed at the earliest stages. This process involves 
stakeholder analysis, supply base segmentation, acquisition 
strategy and technology architecture. 

A key element is the development and implementation of a 
supply base rationalization strategy specific to each unique 



environment. Processes such as Supplier qualification, 
negotiation, and relationship management can be redesigned 
in accordance with the industry’s best practices. 

The environment has become increasingly competitive, 
effective procurement management can provide the break-
through improvements in material and acquisition costs, cycle 
time, and service and play a major role for profitable growth.   

 
Supplier’s Order Management 

   
The primary point of contact between the Buyer’s organization 
and the Supplier’s fulfillment is the Supplier’s Order 
Management activity.  It establishes priority and lead times.  It 
confirms or modifies requirements.  It is the entry point for all 
downstream Supplier’s activities.  It is also the point where 
most errors occur.  Poor Order management processes and 
resources can effectively dilute the Supplier’s 
measurements.  It is critical that an assessment of the 
Supplier’s Order management capabilities be a prime element 
in any Supplier’s measurement program. 
   

 Is the Supplier’s Order Management System part of a 
large enterprise-wide system?  

 Does the Supplier allow you to make payment using a 
Procurement Card?  

 Does the Supplier have the capability to allow you to 
order electronically?  

 Does the Supplier have the ability to  
o Immediately link its Order Management process 

to other internal financial and operational 
processes?  

o Link its internal Ordering, Delivery, and 
Payment processes to your Customers and/or 
Suppliers?  

o Gain increased inventory visibility internally 
and the ability to link that visibility to you while 
gaining access to their levels of inventory or 
ordering status?  

o Receive any medium of Order and translate into 
a standard digital format?  

o Eliminate a three-way match by providing 
electronic versions of the documents 
indemnified by a financial third party (e.g., 
bank)?  

o Provide you a propriety ordering process 
including customized catalogs, pricing, product 
availability, approvals, and performance data?  

o Provide your electronic shipping status 
including the actual and detailed in-box 
contents of the shipment?  

o View inventory levels at all levels including 



Supplier’s and customer's?  
o Track shipments through the delivery process, 

settle claims and returns on-line 
 Does the Supplier allow all payment options, including 

EFT, ACH, and Purchase cards? 
 How does the Supplier communicate Buyer order 

fulfillment cycle times and changes?  
 How does it differ for routine Off-the-Shelf items 

versus made to order non-inventoried items?  
 What percentage of the payments made to by you for 

materials bought and payments received are paid 
electronically?  

 How does the Supplier report problem to you?  
 How does the Supplier track and measure on a regular, 

on-going basis:  
o Product availability  
o Order entry errors  
o Invoicing errors  
o Pricing errors  
o Warehouse (picking errors)  
o Shipping damage  
o Incomplete paperwork  
o Product returns 

 Does the Supplier provide: 
o Customer service call center operations  
o Customer needs forecasting  
o Customer database management 

Inventory Management 

   
Inventory Management is the balancing of trade-offs between 
inventory as an asset and inventory as a liability. An average 
Supplier has a total cost of inventory investment ranges from 
a low of 20% to over 35% of investment capital. Additionally, 
the annual cost of managing inventory, called inventory-
carrying cost, is upwards of 20% of the average annual value 
of inventory. Finally, most inventories originate as 
procurement expenditures.  Inventory management is properly 
the responsibility of Supply Professionals.   
   
That responsibility is for all six types of inventory: 

 Raw Materials to support a manufacturing, service, or 
operational requirement. 

 Service Materials to support the fulfillment of a service, 
e.g., paint for a painter. 

 Support Materials a wide range of materials from MRO 
to stores maintained a job site. 

 Stores Materials items that are available for rapid issue 
in tools room, cribs, parts, and supplies. 

 Work-in-Process Materials material within the 
manufacturing, service, or operational processes 
undergoing transformation to a final state. 



 Finished Goods Materials the resultant inventory from 
the final manufacturing, service, or operational 
process-   

   
There is a risk in using various financial or operational 
nomenclatures to disguise the impact of inventory, for 
example, pre-expended, consignment, and vendor-managed 
inventory.  Inventory is inventory.  It is counterproductive to 
ignore basic inventory management responsibilities because 
of accounting classification.  As a Supply Professional, you 
recognized that mismanagement of inventory results in waste 
and added cost that will eventually be recognized in higher 
prices, either your or your Supplier’s.   
   
Inventory management is decide what to order, when to order, 
and how much to order.  Effective management of inventories 
is hampered by poor documentation, inaccurate forecast, and 
variations in lead-times, uncertain demand, or poor quality. All 
sophisticated ERP or procurement systems are predicated on 
qualified people and accurate inventory. None work well 
without those conditions.   
   
A primary requirement for inventory management is inventory 
accuracy.  It must be re-emphasized that most inventories 
start with procurement actions.  Inaccuracies in inventory 
often result in costly and ineffective procurement actions. 
   
Excess inventory is both a financial and Supplier’s 
management burden. Effective Supplier management demands 
effective inventory management. 

Quality Management 

   
To build quality into the processes, Quality must be achieved 
by preventing defects from occurring rather than attempting to 
detect them later. Detection methods include inspection 
processes that occur anywhere other than at the point of 
manufacture (such as outgoing inspection at the Supplier or 
incoming inspection at the purchaser’s site). Prevention 
methods involve controls at the point of manufacture. These 
include automated controls, point-of-manufacture inspection 
with immediate correction, and Statistical Process Control. 
    
Quality - Is there evidence of a Total Quality Management 
(TQM) philosophy? What mechanisms does the Supplier have 
in place to maintain quality? What is its record with regard to 
quality? Do many of its products need to be returned? How 
have other purchasers found the quality of materials produced 
by this Supplier? 
 
Quality history - Quality performance is typically measured by 
a percentage of defective parts or the reject rate. Quality 
performance is calculated as a ratio in the same manner as on-



time delivery ratios - by comparing the number that was found 
to be defective to the total that were received.   
 
Quality attributes of materials and service are defined by 
specifications of two major two components: 
   
1.       The first component defines what the product, service, or 

process must look like or do. Descriptions differ by the 
type of product or service being purchased and may 
include items such as blueprints, materials specifications, 
performance specifications, and statements of work. 

2.       The second component is quantitative. Frequency 
measures will differ with the type of product or service 
being purchased. Some examples include parts-per-million 
or parts-per-billion for electronic components, mean-time-
between-failures (MTBF) for equipment, CpK (process 
capability) for custom-production, or allowable frequency 
of defaults in performance of a service. 

   
Acceptance criteria define the specifications the product or 
service must meet upon delivery in order to be accepted and 
paid for by the customer. For tangible goods these include the 
measurements of an incoming inspection process and the 
allowable results. For equipment these include the level of 
performance at which the equipment must operate and for how 
long it must operate at that level before it is deemed 
acceptable. For services these include the definition of the 
finished “deliverable” which may be a result, a look, a report, a 
product, or the performance of equipment. 
   
Building quality into the process - Quality is best achieved by 
preventing defects from occurring rather than attempting to 
detect them later. Detection methods include inspection 
processes that occur anywhere other than at the Supplier’s 
facilities (such as outgoing inspection at the Supplier or 
incoming inspection at the purchaser’s site). Prevention 
methods involve controls at the point of manufacture. These 
include automated controls, point-of-manufacture inspection 
with immediate correction, and Statistical Process Control. 

 

Supplier’s Commitment 

   
The most effective relationships between Buyers and 
Suppliers are long lasting ones.  It allows both to make, with 
confidence, the necessary individual and mutual investments 
of people, time, technology, and capital to create real mutual 
benefits. Relationships that are based on unfair advantage, 
price pressures, or adversarial conditions are short-term 
benefits at best. Critical to your assessment and certification 
of a Supplier is a mutual commitment to trust and openness.   
   
While such qualitative issues of 



future cooperation are difficult 
to measure, they are 
measurable: 

 Is senior management actively involved in the 
development and/or maintenance of the relationship 
and does it implement and monitor the resulting 
improvement programs?  

 Does the Supplier demonstrate willingness to adapt in 
response to your changing business needs, including 
volume, schedule and technical requirements, and 
does he sustain a commitment to high levels of 
support in all circumstances?  

 Does the Supplier provide effective and 
comprehensive training to develop all employees' 
customer focus, including specific focus on 
understanding your operational needs, practices, and 
safety regulatory environment?  

 Does the Supplier use his understanding of your 
requirements to anticipate new business needs and is 
he ready to respond efficiently when asked for new 
product proposals and quotations and to be proactive 
inputting forward suggestions for product/service 
improvements that benefit you?  

 Is the Supplier willing to invest in the technologies, 
equipment, and management systems to sustain the 
improvements in product availability, quality, and 
service required by you?  

 Has the Supplier integrated the planning and 
management of your improvement projects with his 
ongoing improvement processes?  

 Is the Supplier committed to the development of a 
customer education and training program and to 
ensuring that you can obtain full value from the 
Supplier’s products and services? 

 Meeting Cost Competitiveness Expectations  

   
For Supplier relationships to develop into Supplier 
partnerships they must be based on not only meeting the 
expected but also exceeding the unexpected.  True partners 
aggressively work together to solve each other’s 
problems.  There needs to be an openness and trust that 
builds confidence with the Buyer that if some contractual, 
technological, and operational or market factor seriously 
challenging the existing relationship, the Buyer must be able 
to count on the Supplier’s to help solve the problems. It is 
impossible to totally predict how an Supplier will react to 
change but there are leading indicators: 

   
 Has the Supplier benchmarked itself against 

competitors on cost, productivity, flexibility, and lead 
times?  

 Are the Supplier's prices and tooling costs competitive 



worldwide, and are plans in place to maintain or 
improve competitiveness?  

 Does the Supplier take responsibility for continually 
lowering the cost while maintaining or improving 
quality levels?  

 Are detailed costing for design and/or specification 
changes provided by the Supplier adequate and 
justifiable?  

 Does the Supplier make a commitment and take 
aggressive actions to improve costs and productivity? 

 Is the Supplier willing to share key cost data with you 
to demonstrate competitiveness and to work with you 
to identify realistic targets for improving costs of 
products and services supplied? 

 Does the Supplier utilize state-of-the-art equipment and 
processes with flexibility to manufacture a wide range 
of parts and to add capacity as needed?  

 Does the Supplier keep customers advised about 
product phase-outs or engineering changes and make 
updated (improved) products available without risk of 
obsolescence?  

 Does the Supplier have policies that help customers 
minimize inventory levels (e.g. JIT delivery; make to 
order lead-time reduction; order expediting)?  

 Does the Supplier work towards lead-time reduction in 
logistics and manufacturing processes, and in setup 
and changeover times, and inventory, consistent with 
JIT production philosophy, and does it have an 
efficient plant layout to enable these objectives to be 
met?  

 Has the impact of improvement projects been 
significant in terms of quality, cost, reliability or lead-
time?  

  
Cash Flow and the Financial Supply Chain 

   
Suppliers have a major impact on your cash flow.  The 
Financial Supply Chain (FSC) deals with the exchange of 
funds between buyers, Suppliers, and customers. It also 
extends to the Supplier’s lower-tier Suppliers. The complex 
interchange of documents that constitutes a set of 
commerce transactions results in an invoice from your 
Supplier and a check from you. The lack of accurate 
visibility and real-time information causes the burden of 
excess working capital (cash flow or float) for you and the 
Supplier. That excess cost borne by the Supplier is 
ultimately reflected in the prices you pay.  
How well the Supplier manages the accounts receivable 
and payable functions impact your cash flow and your 
costs from that Supplier. It is most appropriate to measure 
Supplier’s performance in the FSC both in dealings with 
you and the lower-tier Suppliers who contribute to your 
final product or service purchase. 

   



 Does the Supplier’s order entry processes capture 
your Purchase Order and is that unique identifying 
number retained and visible in all downstream 
operations and documents, especially invoicing and 
shipping documents?  

 What percentage of Supplier’s invoices cannot be 
reconciled by your accounts payable activity because 
of incorrect data?  

 Can the Supplier track your order throughout the 
manufacturing or creation process and report status to 
you?  

 Does the Supplier reconcile individual commerce 
documents both as a stand-alone document for 
accuracy, then compare, and reconcile against 
downstream documents?  

 Does the Supplier communicate changes to the 
original Purchase Order as they occur?  

 What is the Supplier’s actual cost of financing and are 
there opportunities for you to receive substantial price 
concessions by reducing the Supplier’s Days Sales 
Outstanding (DSO)?  

 How does the Supplier handle the financial impact of 
change orders?  

 Is the Supplier able to reconcile his financial invoicing 
system with his delivery processes and your receiving 
processes?  

 What is the Supplier’s cost to reconcile outstanding 
invoices with you and what is your cost to process that 
reconciliation effort? 

 

Supplier’s Engineering, R&D, and Technology 

  
Over 80% of product innovation comes either directly from the 
Supplier or in collaboration with the Supplier.  Effective 
Supplier relationships based on certification cannot be 
Prescriptive – where the buyer establishes measurable 
specifications for the product or service and the Supplier 
meets those specifications.    
The highest stage is Collaborative – this recognizes that the 
complexity of the desired product can only be optimized within 
an over-all process or system (e.g., the seals on a car door 
window cannot be optimized independently of the glass, the 
door, etc).  Therefore, teams of associated Suppliers jointly 
develop a total process or system solution and integrated 
product specifications.   
   
How well the Supplier’s Engineering, R&D, and Technology 
infrastructure can support this concept of a hierarchy 
relationship is a critical capability to be assessed.  

 Does the Supplier have a design engineering activity, 
with experienced and well-qualified engineers and 
technicians who understand customer requirements?  



 Does the Supplier have a demonstrated ability to 
design products and/or components for optimal 
manufacture, assembly, and performance, and which 
meet customer requirements?  

 Is there a system of design review that includes 
specific actions to reduce high-risk items and whose 
success can be demonstrated, for example design 
Failure Mode Effects Analysis (FMEA)?  

 Does the product design activity make effective use of 
CAD/CAE?  

 Does the Supplier maintain laboratory facilities 
dedicated to R&D of new products and processes?  

 Does the Supplier make effective use of prototypes 
before beginning production?  

 Does the Supplier ensure that the products for its key 
customers are easy to maintain and does it monitor 
their reliability?  

 Does the Supplier maintain adequate laboratory and 
bench test equipment to support materials and product 
testing? 

 Does the Supplier have a manufacturing engineering 
activity with well-qualified and experienced engineers, 
and is there evidence of continuous improvement in 
all-manufacturing processes?  

 Are full processes of FMEAs routinely conducted and 
integrated into product design?  

 Do process sheets exist that identifies all critical 
characteristics and help improve operations?  

 Is formal production sign-off carried out on new 
products before they are assigned to manufacturing?  

 Are Statistical Process Control (SPC) methods 
implemented throughout the Supplier’s organization, 
and does the Supplier insist that lower-tier Suppliers 
use these methods?  

 Does the Supplier have a formal system for managing 
engineering projects and is it effective?  

 Does the Supplier use prevention methods effectively 
within the manufacturing process?  

 Is an effective process control system in place, with 
evidence of continuous reduction in variability?  

 Does the Supplier have a preventive maintenance 
program with all necessary facilities and capabilities?  

 Does the Supplier use concurrent engineering 
techniques, and if so, are they effective?  

 Can the Supplier’s design and build all necessary 
machine tools, dies, moulds, and gauges, and does the 
Supplier interface effectively with the lower-tier 
Suppliers of these items?  

 Are lower-tier Suppliers involved in design and 
development and integrated into the engineering 
project management framework? 

   

Supplier’s Management and Personnel 



Development 
                                                 
No single factor is as important as the skill levels and 
commitment of the key Supplier’s management.  Facilities, 
assets, technology, and systems are all flexible resources that 
can be acquired, what is inflexible and not easily acquired is 
the management team.   
   
Assessing and ranking those inflexible resources is imperative 
to success. 
   

 Does the Supplier have a comprehensive mission 
statement that is effectively communicated to all 
employees regarding its commitment to development?  

 Do all personnel understand and measure the impact 
their effort has on internal and external customer 
satisfaction?  

 Is the decision-making authority properly delegated to 
those with day-to-day responsibility for satisfying and 
responding to customer needs?                    

 Does the Supplier subscribe to and apply the 
principles of process management in the drive for 
continuous performance improvements?  

 Does the Supplier have the strength and depth of 
management resources to build on current 
performance and lead the drive for higher 
achievement?  

 Do training programs include training in quality 
management and in the continuous improvement 
policy and practices?  

 Does the Supplier have a formal method for teaching 
employees a structured, disciplined approach to 
problem solving?  

 Are employees and their managers involved in 
deciding the training required for their own 
development and to strengthen their contribution to 
the organization?  

 Does the Supplier approach to continuous 
improvement encourage the involvement of all 
employees in the process?  

 Does the Supplier have a results oriented management 
policy to encourage continuous improvement through 
objective performance measurement and reporting?  

 Does the Supplier publicly acknowledge the 
performance achievements of individual employees to 
sustain motivation? 

 

Supplier’s Commitment to Health, Safety, and 

Environment 

   
The Supplier’s compliance and commitment to 



improving the health, safety, and environment of its 
workplace is no longer an internal issue for the 
Supplier.  Satisfying minimum regulatory 
requirements may be inadequate to protect not only 
the Supplier’s but also you.  In this increasingly 
litigious economy and with greater concerns for the 
interrelationship of responsibilities, any errors or 
omission by the Supplier may have adverse impact to 
you.  Accordingly, it is foolish to accept the attitude 
that it is the Supplier’s problem to manage their 
environment.  An assessment of that management 
must be included in the over-all measurement of the 
Supplier's capabilities and risk. 
   

 Does the Supplier have a comprehensive policy and 
mission statement on Heath, Safety, and 
Environmental objectives?  

 Does the Supplier demonstrate commitment to 
employee’s Health, Safety, and Environmental 
concerns?  

 Does the Supplier demonstrate commitment to 
managing the Health, Safety, and Environmental risks 
posed by its products and services?  

 Do the Supplier’s organizational roles and 
responsibilities support strong Health, Safety, and 
Environmental performance?  

 Does the Supplier provide appropriate Health, Safety, 
and Environmental training?  

 Does the Supplier provide adequate communications 
and reporting of Health, Safety, and Environmental 
performance and problems?  

 Does the Supplier provide adequate documentation of 
applicable Health, Safety, and Environmental 
regulations?  

 Does the Supplier have adequate programs and 
policies for Health, Safety, and Environmental risk 
assessments and management?  

 Does the Supplier have adequate programs and 
policies for emergency preparedness and control?  

 Does the Supplier set formal Health, Safety, and 
Environmental performance targets and measures for 
operational activities?  

 Does the Supplier have a system for monitoring 
performance against regulatory standards and 
requirements? 

   
Project Management  
   
Increasingly, Suppliers are fulfilling a wide range of functional 
requirements. In the petrochemical environment, contractors 
have provided complete turnkey support that usually 
combines a service with purchased parts.  Traditional 
construction projects also require providing a wide range of 
services and materials.  Another example is the transfer of 



responsibilities to any Outsourcer or Third party Logistics 
(3PL) Providers.  In all cases a critical assessment is how well 
the Supplier manages projects.   
   
Those qualifications are an integral part of the over-all 
evaluation of Supplier’s skills and capabilities. 

 Do organization charts and documentation for 
significant customer projects define roles and 
responsibilities unambiguously, throughout the project 
life cycle?  

 Is project management responsibility for customer 
projects assigned to a single appointed project 
manager (with a cross-functional team) with the 
authority to obtain and control all required resources 
from internal and external sources?  

 Are there well-conceived and documented procedures 
for managing communication with customers 
throughout the project life cycle; identifying timing, 
triggers, media and participants for consultation, 
feedback and issue resolution?  

 Has the Supplier set technically and economically 
sound policies for make-or-buy decisions on materials 
and services? Are such policies documented, 
understood and followed, and reviewed as conditions 
change?  

 Does the Supplier apply appropriate qualification 
criteria to potential sub Suppliers, ensuring high 
standards of performance? Does the selection of 
Suppliers for specific projects take into account 
customers' considerations, e.g. relating to component 
and service rationalization in use?  

 Does the Supplier have a pool of experienced, capable 
project managers and clear policies for assigning 
project managers to projects appropriate to their 
capabilities and experience?  

 Are training programs in place for developing project’s 
management skills and assessment procedures used 
to identify weaknesses and training needs of new and 
more experienced staff? Are training programs kept 
up-to-date with improved project management 
methods?  

 Is there in regular use a well-supported, computerized 
planning system able to give effective control of 
project plans, resources and costs throughout project 
life-cycles? 

  
Can project master schedules containing key project 
milestones be linked directly to detailed plans to show that 
overall schedules agreed with customers are realistic?  
 
Are the key schedule, resource and/or quality risks evaluated 
and reflected in master schedules? 
 
Are disciplined work breakdown principles used to define 
project activities in detailed plans so that clear 



responsibilities, internal and external, can be assigned for 
delivery and timing? 
 
Can the planning system generate, without excessive effort, 
regular status reports that clearly convey project status, 
including that of sub Suppliers?  
 
Is the reporting system designed so that separate reports can 
be directed on a need to know basis to the managers with the 
power to solve problems? 
 
Is there a project cost reporting system, integrated with 
project planning and budgeting that accurately reports costs, 
variances and forecast changes against plan?  
 
Are responsibility and accountability for project costs 
coordinated through the project management structure? 
 
Are there well-defined procedures and systems for managing 
and controlling changes to the project specification, whether 
generated by customers or as a result of unforeseen technical 
difficulties or opportunities? 
 
Does the Supplier have a well-defined proven procedure for 
identifying, tracking and closing out problems, which 
minimizes interference with project progress? 
   

Social Responsibility 
   
Social Responsibility is defined as a framework of measurable 
corporate policies and procedures that result in behavior 
designed to benefit the workplace and, by extension, the 
individual, the organization, and the community. 
   

 Social Responsibility - Is there evidence of a Social 
Responsibility Management philosophy?  
 
What mechanisms does the Supplier have in place to 
maintain social responsibility?  
What is its record with regard to social responsibility?  
Do many of its products need to be returned?  
How have other purchasers found the social 
responsibility of materials produced by this Supplier? 

 
Social responsibility history - Social responsibility 
performance is typically measured by a percentage of 
defective parts or the reject rate. Social responsibility 
performance is calculated as a ratio in the same manner as on-
time delivery ratios - by comparing the number that was found 
to be defective to the total that were received.   
Establish buy-in. Employees must believe in the need for a 
social responsibility audit, otherwise, they will likely not 



respond to surveys or provide important and meaningful 
feedback. The reasons for conducting a social responsibility 
audit, and the benefits of doing so, should be clearly 
communicated to employees and other participants. 
Collect and analyze key documents. This includes: 
 
Examining the organization’s and the department’s/function’s 
mission statement and key policy statements (such as a code 
of ethics, policy regarding MBE sourcing, etc.) 
Interviewing key employees (including the supply 
management executive, corporate compliance officer, MBE 
sourcing manager, etc.) 
   
The surveys should reinforce the organization’s commitment 
to its socially responsible mission. The surveys should be 
returned to and analyzed by an independent organization to 
help ensure confidentiality and accurate responses. 
Assess the current state and identify any gaps between the 
current and desired states. 
Communicate the results to employees/participants. 
Develop strategies, including educational programs, to 
address gaps. 
   
Once the supply professional and the organization for which 
he/she works have completed this audit, it will be time to step 
back and identify where the organization’s performance is 
strong and where it needs improvement. The challenge will be 
to develop a plan of action, find the resources needed to 
improve individual and organizational performance, and 
enhance the level of commitment and results for each area of 
social responsibility. 
  
  
Supplier’s Application and Systems 
   
The current and future improvements to managing 
operations will continue to be based on information 
technology. The ability or barriers to seamless 
communication between the Buyer and Enterprise are the 
most important aspects to achieve shared opportunities.  
   
To appreciate the Enterprise information technology 
infrastructure is a firm requirement of Supplier’s 
measurements 
   

 Has the Supplier implemented an Enterprise Resource 
Planning (ERP) system such as SAP, PeopleSoft, 
Oracle, Siebel, Baan, or others?  

 Does the system allow seamless integration of Order 
Management with financial and operational systems 
using a standard database?  

 Does the system allow the ability to immediately link 
your internal processes with Customers and 
Suppliers?  

 Does the Supplier currently utilize Electronic Commerce 



to buy materials or services?   
 What sub functions are currently automated?    
 How are marketing and production forecasting 

coordinated?            
 What are the input and non-digital, non-standard 

translation capabilities of the Order Entry function?  
 Are Material Planning and Manufacturing Scheduling 

accomplished and coordinated within an over-all ERP 
environment?                    

 Are there separate systems to mange Non Production 
or Support Materials and Services (SMS) and Capital 
Purchasing?  

 Are Invoices accepted or transmitted via an Electronic 
Invoice Presentation and Payment system?    

 How are the requirements of the Maintenance 
Management programs coordinated with the 
Purchasing and Supply Management systems?  

 What systematic information system calculates how 
Inventory is measured, disbursed, classified, and 
released?       

 What system applications manage Accounts Payable 
or Receivable Administration and Invoice 
Reconciliation?         

 What are the major functionalities of the Customer 
Management systems? 

 

   

 
 

 
 
 

  

 
 
  

 
 

 

 
 


