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ABSTRACT 

Considering the fierce global competition among businesses and the demand of 

consumers to pay less for goods and services, companies are faced with finding ways 

to reduce the costs of the goods that they provide, whilst at the same time, making 

some profit to stay in business. In doing so, there arises the need to focus on reducing 

costs in their supply chain, deal with suppliers that they can rely on, and maintain 

better relations with their suppliers. This means that better supplier management now 

plays an important role in the success of a business. 

This prompts companies to periodically evaluate the performance of their suppliers 

to make sure that these suppliers do meet/comply with those criteria set up by the 

companies. This assures companies that their suppliers can deliver the raw materials 

they need at the time they need them and at the prices that both the companies and 

their suppliers are satisfied with.  

In this study, I tried to investigate if supplier evaluation does help in making them 

offer better services, enhancing cost savings, helping companies to reach their goals 

and, at the same time, maintaining better relations with the companies and helping in 

long-term performance. 

My study was able to reveal that supplier long-term performance can be achieved by 

continuous supplier evaluation, partnering with suppliers, trust, commitment, 

socializing, giving unbiased feedback, and using collaborative relationships in 

working with suppliers.  
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The findings of this study will be of particular interest to purchasing professionals 

who desire to see improvements in their suppliers’ performance in that it will help 

them to better understand those criteria and other factors that they need to pay 

attention to  when evaluating their suppliers. 

 

KEYWORDS: Supplier evaluation, Supplier performance, Key performance 

indicators (KPIs), Performance measurement and Supply chain management 
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CHAPTER ONE   INTRODUCTION      

1.0 Introduction 

Whilst the relationship between purchasers and suppliers may not be a new 

phenomenon, the nature of today’s competitive market has exerted pressure on firms 

to improve quality and deliver performance at affordable prices. At the same time, 

for many companies today, most of their costs lie outside their legal boundaries; 

activities that used to be performed in-house are now outsourced to specialist service 

providers. The amazing growth of contract manufacturing in electronics bears 

witness to this trend. If the majority of an organization’s costs lie outside the 

business then it follows that the biggest opportunities for improvement in their cost 

position will also be found in that wider supply chain (Christopher, 2005). A research 

conducted by Handfield et al(2000) states that the average manufacturing firm 

spends over fifty percent of its revenues on purchased inputs and with companies 

continuing to increase the volume of outsourced work across industries, this 

percentage is likely to increase. This makes suppliers to be perceived as an 

increasingly important resource. Consequently suppliers will have greater impact on 

the quality, cost, technology, and delivery of a buying company’s own product and 

services and thus on its profitability. This direct effect of supplier performance on the 

buyer’s bottom line highlights the importance of optimizing supply-chain 

performance. This fact given by Handfield et al (2000) is supported by Coves A.M 

and Moline J.I (2007) where they state that purchasers have a direct and important 

impact on profits, as the acquired products and services (purchases), have a 

significant influence on the cost structure of manufacturing companies, ranging from 

42 percent to 79 percent. This view is also shared by Avila et al (2012) where they 

state that the problem of selecting suppliers/partner is a crucial and important part in 
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the process of decision making for companies that intend to perform competitively in 

their area of activity and that the choice of supplier/partner is one of the key factors 

for the operational success of many companies. This means that having the right 

suppliers ultimately makes a significant difference to an organization’s future in 

reducing operational costs and improving the quality of its end products, whereas 

having the wrong suppliers can cause operational and financial problems (Zeydan, 

Colpan and Cobanoglu, 2011).  

This has led firms to focus on improving their supply chain by continuously 

evaluating the performances of their suppliers and in doing so firms are increasingly 

building collaborative relationships with partners in their supply chain in order to 

achieve efficiencies, flexibility, and a competitive advantage (Whipple, Lynch, and 

Nyaga, 2009). As Siguaw and Simpson (2004) point out, supplying firms may 

provide substantial value to a purchasing firm through cost savings or revenue 

enhancement. This explains why supply chain management has become widely 

recognized as an important contributor to strategic success, helping firms meet the 

challenges of an increasing competitive and dynamic environment (Monczka, Trent 

and Handfield, 2000).  

In other for current purchasers as well future purchasers to see the overall benefits in 

continuously evaluating their suppliers, there is a need for a research on supplier 

evaluation, the criterion purchasers use to evaluate their suppliers and the outcome of 

such evaluation. 

This paper will review the literature on supplier evaluation as well as  supply chain 

management  and then conduct a survey to identify those criteria that purchasing 

professionals as well as purchasing firms use to evaluate their suppliers so as to 
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ascertain if supplier evaluation do lead to long-term improvement in supplier 

performance 

1.1 Purpose of research 

One of the factors required for a product to reach its full market potential is 

affordability. If a product is too expensive it is unlikely that many of its potential 

customers can afford it. To solve such a problem, engineers and production managers 

are challenged to produce a lower-cost version of the product (Best, 2009). This, in 

addition to fierce business competition in the global market, compels businesses to 

turn to their suppliers for cost saving measures. This has lead buyers or purchasers to 

do more than just ordering for goods and services.  Kesavan et al (2010) do state that 

the purchasing function has gained greater importance in the supply chain 

management due to factors such as globalization, increased value addition in supply, 

and accelerated technological change. Purchasing, they emphasize, involves buying 

the raw materials, supplies and components for the organization. The activities 

associated with it include selecting and qualifying suppliers, rating supplier 

performance, negotiating contracts, comparing price, quality and service, sourcing 

goods and services, time purchases, selling terms of sale, evaluating the value 

received predicting prices, services and sometimes demand changes, specifying the 

form in which goods are to be received etc. A key and perhaps the most important 

process of the purchasing function is the efficient selection of suppliers, because it 

brings significant saving for the organization.    

Because of this cost saving measure buyers tend to optimize their supplier base. The 

need for this supplier base optimization stems from the fact that the requirement to 

control cost and procurement processes from a large number of suppliers will entail 
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higher administrative costs than a small number. In addition, there is the need to 

eliminate suppliers incapable of meeting the buyer’s performance requirements or 

from whom few purchases are made (Lysons and Farrington, 2006). In order for 

buyers to successfully meet this goal they need to constantly evaluate their suppliers’ 

performance. Does this supplier evaluation lead to long-term performance? This 

research is to investigate if there is any correlation between supplier evaluation and 

long-term performance. The research question in section 1.4 forms the basis of this 

study. 

1.2     Key definitions   

the most important performance information to enable them or their stakeholders to 

Key performance indicators (KPIs): those measures that provide managers with 

understand the performance level of the organization. Traditionally, the KPIs for the 

evaluation of supplier performance have been price, quality and delivery (Lysons and 

Farrington, 2006).                                                                                                                                    

Purchasing performance evaluation: this may be defined as the quantitative or 

qualitative assessment over a given time towards the achievement of corporate or 

operational goals and objectives relating to purchasing economies, efficiency and 

effectiveness (Lysons and Farrington,  2006).   

Supply chain management: the science of integrating the flow of goods and 

information from initial sourcing all the way through to delivery to the end-user. The 

key activities within this end-to-end process include purchasing, production 

planning, order processing and fulfillment, inventory management, transportation, 

distribution, and customer service (Patterson, 2005). 
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Supply chain (SC): all activities associated with the flow and transformation of 

goods from the raw materials stage (extraction), through to the end-user, as well as 

the associated information flows (Roland, 2004). 

Supplier base optimization: supplier base optimization or rationalization is 

concerned with determining the approximate number of suppliers with whom the 

purchaser will do business. The need for such rationalization derives from the 

requirement to control cost and procurement processes as a large number of suppliers 

will entail higher administrative costs than a smaller number and also the need to 

eliminate suppliers incapable of meeting the purchaser’s performance requirement or 

from whom few purchases are made. 

The aim of supplier base optimization is therefore to leverage the buying power of an 

organization with the smallest number of suppliers consistent with security of 

supplies and the need for high-quality goods and services at competitive prices 

(Lysons and Farrington, 2006). 

1.3            Problem Discussion 

Every serious business venture, be it micro, small, medium or large, is interested in 

minimizing its operating cost without compromising the quality of goods and or 

services that it provides its end users. This is evident in this day and age where, 

because of the competitive market, customers have various manufacturers offering 

quality products and services at reduced prices from which they can choose  

This poses problems to businesses which then turn to their purchasing managers to 

implement strategies to achieve cost reduction, continual quality improvement, 

increased customer service, delivery improvement etc.  This is driven by the fierce 
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and unprecedented competition that manufacturing companies face both domestically 

and internationally (Humfrey, Li and Chan , 2004).  

The factors mentioned above do necessitate purchasing firms partnering with 

suppliers and continuously evaluating or assessing their performance for 

improvements. The discussion in this section helps to formulate the research 

question. 

1.4   Research question 

How does supplier evaluation contribute to long-term performance improvements?  

1.5             Thesis structure 

The structure of the thesis commences with introducing/highlighting the underlying 

problem faced by buyers and the need to resort to supplier evaluation. It then goes on 

to look at the benefits of supplier evaluation. 

The second section gives the theoretical background of the thesis by using journals, 

articles, textbooks and websites to give some definitions of some keywords and also 

to clearly explain the principles behind supplier evaluation and its advantages. 

Previous studies on this topic and their findings are looked at and compared, to see if 

they draw some parallels with what is practiced on the field. 

The third section deals with methods used for the thesis. I will look at the criteria 

which some firms use in evaluating suppliers and check if they are in line with those 

recommended by academics. 
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The fourth section will deal with the analysis of my findings from the questionnaire. 

Finally, I will touch on the conclusion of the thesis and point out any limitations that 

I encountered and what needs to be looked at during future work. These stages are  

shown in Fig. 1. 

 

 

 

 

 

 

 

 

 

 

 

 

Fig. 1     Thesis Structure 

 

 

 

 

 

 

 

INTRODUCTION 

LITERATURE REVIEW 

RESEARCH METHODOLOGY 

EMPIRICAL FINDINGS &  ANALYSIS 

CONCLUSIONS    

LIMITATIONS & FUTURE WORK 



13 
 

Richard Lomothey  Blekinge Institute of technology 

 

CHAPTER TWO LITERATURE REVIEW 

THEORETICAL FRAMEWORK 

In this section a framework is proposed to study the outcome/ impact of supplier 

evaluation on suppliers’ long-term performance from the purchasing firm’s 

perspective. As shown in fig.2 below, in addition to supplier evaluation, other factors 

such as trust, communication, collaboration, partnering, socializing and long-term 

commitment have direct impact on supplier performance improvement. This is 

supported by  Humphreys, Li and Chan  (2003),  Wong (2001), Christopher (2005),  

Lysons and Farrington  (2006),  Pick  (1999) and   Whipple, Lynch, and Nyaga  

( 2010).   

 

Fig. 2. Theoretical framework of the study 
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2.1               Definition of Evaluation 

In their book Key concepts in public health practice: Evaluation, Jackie Green and 

Jane South state different definitions of evaluation. Among them are:   

The systematic examination and assessment of the features of an initiative and its 

effects, in order to produce information that can be used by those who have an 

interest in its improvement or effectiveness.  

The critical assessment, on as objective a basis as possible, of the degree to which an 

entire services or their component parts, fulfill stated goals. Finally, they explain that 

evaluation is about determining the extent to which certain valued goals have been 

achieved. (Green and South, 2006) 

2.2               Supplier Evaluation 

Supplier evaluation is a system for recording and ranking the performance of a 

supplier in terms of variety of issues, which may include delivery performance and 

the quality of the items (John et al, 2013). Hald and Ellegaard (2009) on the other 

hand define supplier evaluation as the process of quantifying the efficiency and 

effectiveness of supplier action. In order for the supplier’s action to be quantified, the 

buyer needs to have predetermined criteria. That is, key performance   indicators 

(KPIs), which the buyer will be able to use to make sure that the supplier are able to 

meet the goals of the buyer’s company. According to Zeydan, Colpan and Cobanoglu 

(2011), supplier evaluation is a multi-objective and criteria decision making problem 

containing many quantitative and qualitative factors, because there is typically more 

than one criterion (attitude) which needs to be taken into consideration in evaluating 

a supply source. All supply sources are focused on their performance such as 

delivery, quality, service and price as the main factors that all firms use for 
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evaluating sources of supply. John et al. (2013) do confirm this by saying that the 

factors that could be considered while evaluating supplier performance are quality, 

delivery, service, price, information system capabilities, overall personal capabilities, 

environmental regulation compliance, financial capabilities etc. Zeydan, Colpan and 

Cobanoglu (2011) do emphasize however that these evaluation criteria involve trade-

offs and are a key issue in the supplier assessment process since it measures the 

performance of suppliers. For example, one vendor may offer inexpensive parts of 

slightly below-average quality, while another vendor may offer higher quality parts 

with uncertain delivery, thus setting up trade-offs. In addition, the importance of each 

criterion varies from one purchase to the next and is complicated further by the fact 

that some criteria are quantitative (price, quality, etc.), while others are qualitative 

(service, flexibility, etc.). Thus, a technique is needed that can adjust for the decision 

maker’s attitude towards the importance of each criterion and that incorporates both 

qualitative and quantitative factors. The overall objective of the supplier evaluation 

process is to reduce risk and maximize overall value to the purchaser. 

Traditionally, the key performance indicators (KPIs) for the evaluation of supplier 

performance have been price, quality and delivery. While these are still basic to 

supplier evaluation, such developments as JIT (Just In Time), lean manufacturing, 

integrated supply chains and e-procurement have made the fuller evaluation of 

supplier relationships an important consideration (Lysons and Farrington, 2006).  

Supplier evaluation calls for   continuous interaction between the buyer and supplier 

and this interaction does eventually lead to some sort of relationship.  This could be 

merely ‘transactional’ or ‘relationship’ purchasing according to Lysons and 

Farrington (2006).  Table 10 in the Appendix lists the differences between these two 

types of purchasing. 
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In order for both the buying firm and supplying firm to benefit from each other, there 

needs to be collaboration between them. This collaboration enables buyers to work 

with decision-makers at the supplier to determine improvement that can be made that 

will have a measurable, positive financial impact for both organizations (Dominick, 

2013). 

Such relationships adopt a long-term approach with joint efforts by each partner to 

create unique value that neither partner can create independently. Many studies 

suggest that collaborative relationships are associated with improved performance 

(Whipple, Lynch, and Nyaga, 2010).  Collaborative relationships are also said to be 

beneficial to both the buyer and the supplier (CIPS, 2011a). 

. Table 9 (see appendix B) lists the benefits of a collaborative relationship to both 

buyer and supplier. 

Whipple, Lynch and Nyaga (2010) do also explain that collaborative activities such 

as information sharing, joint relationship effort, and dedicated investments lead to 

trust and commitment. Trust and commitment in turn lead to improved satisfaction 

and performance.   

Trust refers to the extent to which relationship partners perceive each other as 

credible and  benevolent and that long-term orientation in retail-vendor relationships 

depends on the extent to which a retailer or vendor trusts the channel partner. 

Therefore, it is expected that buyers and suppliers who trust each other will be more 

satisfied with the relationship and will put more effort towards ensuring its continuity 

(Whipple, Lynch and Nyaga 2010). 

Prahinski and Benton (2003) do also elaborate more on commitment which Whipple, 

Lynch, and Nyaga (2010) say leads to improved satisfaction and performance.  
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Prahinski and Benton (2003) state that both the buying firm and the supplying firm 

should be committed to each other. According to them, it was found that each 

channel member’s commitment to the relationship was based on its perceptions of 

the other party’s commitment. They also state that the buying firm’s commitment 

positively influences the supplier’s commitment and that the buying firm’s 

perceptions of the supplier’s commitment positively influences the buying firm’s 

commitment to the supplier. According to them, commitment has a direct and 

positive impact on performance. 

In support of these factors that lead to a relationship and eventually performance 

improvement mentioned in Prahinski and Benton (2003), Lysons and Farrington, 

(2006), Whipple, Lynch, and Nyaga (2010), Dominick (2013) and Pick (1999) also 

mention these factors as well and even describe them as critical and influencing 

factors that lead to improved performance and achievement of goals. This is 

illustrated in fig. 3 below. 

 

Fig.3   Critical factors in building relationships        

Source: ( Pick, 1999)  Building Customer- Supplier Relationships in Electronics                            
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In all long term relationships there is the potential for conflicts to arise and that it is 

possible for a conflict to be a feature of open and candid relations. These conflicts 

should be dealt with positively in a way which allows the relationship to improve. 

(Pick, 1999) 

Like every healthy relationship needs to be nurtured in other for it to be maintained, 

so is the relationship between the buyer and supplier for achieving performance 

improvement. Similarly, for healthy relationships between firms to exist, the 

relationships need to be nurtured and according to Pick (1999), the best way to 

improve and maintain the relationship between firms is to improve the performance 

of the firms in satisfying the needs and wants of the partnering firms because poor 

relationship can impede the flow of important information, cause transactional 

business to be placed elsewhere and in extreme cases   lead to the termination of 

franchise agreements.  

2.3                 Criteria for evaluation 

In other for, say, an employer to properly evaluate an employee, the employer should 

have a set of laid down criteria upon which the employee would be accessed or 

evaluated to ascertain if the employee do satisfy these criteria. Similarly, in other to 

efficiently conduct supplier evaluation, firms have to follow a set of criteria that 

they’ll use to evaluate their suppliers. Twenty three different criteria have been 

suggested to use for supplier performance evaluation. However, from this 23 criteria, 

supplier selection literature has accepted price, delivery, support services and  

product quality as the primary or core criteria to use in evaluating supplier 

performance.(Bhararadwaj, 2003; Thiruchelvam et al, 2012;  Stueland, 2004; Lysons 

and Farrington, 2006;  Benyoucef and Canbolat, 2008) . 
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 Stueland (2004) does state that the basic evaluating criteria are quality, delivery, 

total cost and service and that these are the core criteria that should be evaluated in 

the supplier matrix. This view is also shared by Lysons and Farrington (2006), who 

list the basic criteria for supplier evaluation to be quality, price and delivery. 

Benyoucef and Canbolat (2008), on the other hand, go a bit further to  clarify  that 

based   a on survey conducted, these 23 different criteria  that are to be considered in 

order to perform an appropriate supplier performance evaluation can be ranked 

differently. That is to say that different buyers can rank these criteria differently 

based on their importance. Another important thing that this survey  revealed is that 

buyers placed their three highest scores on ‘quality’, ‘delivery’, and  ‘performance  

history’, whilst the three lowest scores were on ‘amount of past business’, ‘training 

aids’ and ‘reciprocal arrangements’. Some of these same criteria are used for supplier 

selection as well. Zeydan, Colpan and Cobanoglu (2011), on the other hand, go on to 

further say that recently, the traditional factors (quality, delivery, cost, and service) 

used in supplier evaluation, are becoming complex as environmental, social, political 

and customer concerns have been added.  

Among the basic evaluation criteria discussed above, a research conducted by 

Stueland (2004) concluded that quality was the factor that received the most weight 

of supplier evaluations scorecards, followed by delivery, total cost and service. This 

is shown in percentage in the chart (fig. 4)  
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Fig.4:  Rating of Supplier Evaluation Criteria in a survey. 

Source: (Stueland, 2004 ) Supplier Evaluation: Best Practices and Creating or 

Improving Your  Own Evaluation      

Also, studies conducted by Pani and Kar (2011)  suggested that evaluation criteria 

that were crucial among all industries in the Indian context included product quality, 

compliance with delivery date, price, supplier’s technological capability, supplier’s 

production capability, supplier’s financials and the supplier’s electronic transaction 

capability. This supports the evaluation criteria mentioned in Lysons and Farrington 

(2006), Benyoucef and Canbolat (2008) and Stueland (2004) and hence can also be 

applied globally based on what the purchasing firm deems significant. 

2.4 Reason for evaluation 

The purpose or aim of evaluation is to measure the effects of a program against the 

goals it set out to accomplish as a means of contributing to the subsequent decision-

making about the program and improving future program-making. Green and South 

(2006) explains that the aim of evaluation is to contribute towards solving practical 

problems, in terms of what works and why. It is about collecting information to 
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inform action, principally to inform decision-makers. Most of all it is about learning 

from experience.  

If evaluation is properly done, it can provide answers to questions like: who are the 

highest quality suppliers, how can relationships with the best suppliers be enhanced, 

how can supplier performance be incorporated into total cost analysis, how can 

buyers ensure that suppliers live up to what was promised, how can feedback be 

shared based on experience with a supplier, and how can under-performing suppliers 

problems be tracked and fixed.  

Some of the  advantages of supplier evaluation are that it assists decision making regarding 

when a supplier is retained or removed from an approved list, it assists in deciding  with 

which suppliers a specific order should be placed, it provides suppliers with an incentive for 

continuous improvement and prevents performance ´slippage´, and that it can also assist in 

decisions regarding how to distribute the spend for an item among several suppliers to better 

manage risk (Lysons and Farrington,  2006). It is interesting to see here that Humphreys et al 

(2004) validates this by specifying that supplier evaluation results could provide valuable 

information about general areas of weakness where performance improvements were needed. 

A functional supplier evaluation is necessary if buying firms want better results from 

their supplier evaluation or if they want to achieve their aims for the evaluation and 

to come up with this functional supplier evaluation, there are numerous steps 

involved. These steps are: finding out what the short-term goals are of top 

management, looking at which suppliers and products the buying firms want to 

evaluate, creating a proposal that determines time, resources and scope of the project, 

having a top management assist in creating a cross-functional team (suppliers should 

be included at this stage for maximum results), defining the top criteria you want to 

evaluate (include the core criteria: quality, delivery, total cost and services). 

determining the weighting for each criteria based on the goals of the company (make 
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sure that the weight is not influenced by the number of sub-categories), determine a 

rating scale, reviewing instructions to make sure they are adequate( have third party 

review them), having buyers (outside the cross-functional team) review the 

evaluation, sending the evaluation to a third party for review ( this will help with the 

ease and effectiveness of the evaluation), and revising the evaluation as necessary 

(Stueland, 2004). Considering evaluation in the context of purchaser and suppliers 

relation, John et al. (2013) do suggest that Purchasing professionals need to 

periodically evaluate supplier performance in order to retain those suppliers who 

meet their requirements. 

Looking at the basic criteria (i.e. quality, delivery, cost, and service) used in 

performance evaluation, and considering the fact that it is to the buyer company’s 

advantage if the buyer reduces costs as much as possible, the buyer may easily be 

drawn into a competitive relationship where the buyer  engages in adversarial 

negotiation. Adversarial negotiating is a competitive method whereby the negotiator 

'fights' to gain as much as they can from the deal, usually at the expense of the other 

party.  

An adversarial negotiator withholds information, reluctant to make concessions, 

aggressively manipulates, and strongly focuses on maximizing their own position. 

When this occurs, both the buyer and the supplier see each other as rivals and the 

possibility of a future long-term relationship is at stake.   

In order to have the full and whole-hearted support of suppliers, companies need to 

make their suppliers satisfied with the relationships and operations with them. 

Adopting a transactional and adversarial approach towards the supplies will often not 

be able to release the full potential of the combined efforts of the companies and their 
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suppliers. Instead, a relational and co-operative approach will be more effective in 

getting co-operation and contribution from the suppliers. The relational approach 

towards suppliers will make them more satisfied with the relationship with their 

customers and hence, they will be more co-operative and willing to help (Wong A, 

2002).  

This, of course, brings out the usefulness of the theory of co-operation and 

competition in which Morton Deutsch suggested that the way in which people 

believe their goals are related is an important variable affecting the dynamics and 

outcome of their interaction. In this theory he identified three alternatives of people’s 

interpretation of their goal interdependence: co-operation, competition, and 

interdependence. According to him, perceptions of goal interdependence affect 

interaction outcomes significantly because these perceptions affect their expectations 

and actions. (Deutsch et al., 2006). 

When people believe that their goals are co-operative, their goals become positively 

related. The result of this is that as one person moves towards attaining their goal, the 

other moves towards reaching their goal as well. Studies have shown that when 

people co-operate, they share information, acknowledge each other’s perspective, 

communicate and influence effectively, exchange resources, assist and support each 

other, discuss opposing ideas openly, and use higher quality reasoning. This is in 

contrast to competitive expectations which lead people to promote their own interests 

at the expense of the other (Wong, 2001). 

This approach leads to successful co-operation that will benefit both the buying firms 

and the suppliers. 
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Wu, Choi, and Rungtusanathaml (2009) explain that the competition between the 

industrial buyer and suppliers would attenuate as they consider the prospect of future 

interactions. It is this future prospect of interaction between the buyer and supplier 

or, in other words, long-term relationship that calls for a collaborative relationship. In 

a collaborative approach, the buyer organization seeks to develop a long-term 

relationship with the supplier. When the buyer organization and the supplier share 

common interests both can benefit from seeking ways of adding value in the supply 

chain. This results in a win-win situation benefiting the buyer, the supplier and the 

end-customer. (CIP, 2011b).  

Since it is in the interest of the buyer’s company for the buyer to undertake a cost-

saving measure, the buyer, with the help of continuous evaluation, is able to optimize 

the supply base. However, Christopher (2005) points out that even though there are 

many benefits to supplier base reduction, it has to be recognized that it brings with it 

increased risk. He explains how, for the past decade or so, there has been a dramatic 

reduction in the number of suppliers from whom an organization will typically 

procure materials, components, services etc. and in some cases this reduction has 

been extended to ‘single sourcing’. That is to say, one supplier is responsible for the 

sole supply of an item. He further states that several well-documented cases exist 

where a major supply chain disruption has been caused because of failure at a single 

source. This fact is supported by Lysons and Farrington (2006) when they list some 

of the advantages and possible risks of supplier base optimization as follows: 

Advantages of supplier base optimization 

The advantages of supplier base optimization are savings in administrative costs, 

selected vendors acquiring up to 80% of supplies, the development of long-term 
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partnerships and supplier associations, improved standardization, elimination of, or 

reduction of, maverick purchases, and lower total production costs. 

Possible risks of supplier base optimization 

The possible risks of supplier base optimization are over-dependency on a single 

supplier, danger of supply disruption due to strike, production breakdowns, floods or 

similar natural disasters, loss of supplier’s goodwill, reduce competition, and failure 

to seek new or more competitive suppliers.  

 A typical example of the risks associated with over-dependency on a single supplier   

is what occurred between the then mobile-phone rival companies, the Scandinavia 

mobile-phone manufacturer Nokia Corp. and Ericsson in March 2000 when a fire 

broke out in the plant in New Mexico that was supplying these two companies with 

microchips. Ericsson was employing a single source policy so they had to find 

another supplier whereas Nokia was sourcing from other suppliers. This incident 

resulted in Ericsson’s production being disrupted for months causing them a loss of 

400 million dollars in sales whiles Nokia, on the other hand, suffered a little (Chopra 

and Sodhi, 2004;   Christopher, 2005). 

2.5       Supplier performance   

Sprangel, Stavros and Cole (2011) define supplier performance as an operational 

measure of key competitive success factors, namely product quality, delivery 

performance, price, responsiveness to change requests, service support, and overall 

performance. This definition of supplier performance is in direct support to Krause 

(1999) in which he states that supplier performance problems may vary dramatically 

and range from quality defects and missed delivery dates, to lags in the adoption and 

incorporation of new technologies into processes and products. The effects, of 
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performance problems, Krause (1999) argues, may increase buying firms’ transaction 

costs by yielding production difficulties or stoppages, and thus contribute to the 

buying firm’s uncertainty.  

This means that supplier performance do have a direct influence on the buying firm, 

and therefore is a critical criterion for the buying firm. This view is shared by 

Prahinski and Benton (2003). 

Establishing performance measurement systems to monitor various suppliers and 

assessing the health of the relationship has been widely recommended in the 

literature. Measuring supplier performance is also an important means of modifying 

managerial behavior, and aligning the relationship with the strategic and operational 

goals of the buyer firm (Cousins, Lawson and Squire, 2008). The fact that supplier 

performance monitoring is a continuous process makes it imperative that buyers 

manage their supplier performance. Supplier performance management is the process 

of evaluating, measuring, and monitoring supplier performance and supplier business 

processes and practices for the purposes of reducing costs, mitigating risk and 

driving continuous improvement (Gordon, 2008).  

The Chartered Institute of Purchasing & Supply provides a typical example of how a 

supplier performance evaluation form looks like. This is shown in appendix B fig. 7. 

2.6           Performance specification   

With performance specification, the buyer aims to describe what he expects the part 

or material to be able to achieve in terms of the functions it will perform and the 

level of performance expected. It is then up to the supplier to furnish a product which 

will satisfy these requirements. Measuring Purchasing Performance (CIPS, 2011a). 
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This description of what the buyer expects from the supplier leads us to other 

important factors which are necessary in supplier evaluation. These factors are: 

 communication 

 information sharing 

   Communication 

Frequent and effective communication between partners, be it in business or a 

relationship, allows the partners to understand what each of them wants and what 

needs to be done to satisfy both sides. This results to motivation and better 

cooperation. Similarly, effective communication between the buying firm and the 

supplier enhances understanding and cooperation between them and make each 

partner to know what is expected of them. This leads to improved performance.   

A series of studies on supplier development revealed that buying firms that were 

satisfied with their supplier development efforts appeared to communicate more 

effectively with suppliers, and put more efforts into such activities as supplier 

evaluation, supplier training and supplier award programs than those less satisfied 

firms (Humphreys, Li and Chan, 2003). This means that suppliers are motivated 

when there is an effective and frequent communication between the buying firm and 

the suppliers.  

  Information sharing   

Hsu et al. (2008) explain that information sharing in a supply chain context refers to 

the extent to which crucial and/or proprietary information is available to members of 

the supply chain. Shared information can be tactical (e.g. purchasing, operations 

scheduling, logistics) or strategic (e.g. long-term corporate objectives, marketing and 

customer information). 
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The author goes on to stress that within a supply chain, the value of information 

sharing comes largely from contributing to better relationships and from facilitating 

improved coordination and responsiveness. Information sharing improves 

relationships via the integration of partners’ information systems, decision systems 

and business processes and thus prompts superior performance. It allows firms to 

access data across their supply chains, allowing them to collaborate in activities such 

as sales, production, and logistics. The extent to which information is shared can 

create opportunities for firms to work collaboratively to remove supply chain 

inefficiencies, and thus has a significant direct impact on the relationship between 

buyer and the supplier. It also provides the ability to access important information 

across the supply chain. For example, when additional supply chain information 

becomes available, firms can take advantage of this increased visibility to modify 

existing actions or plan future operations. 

Nyaga, Whipple and Lynch (2010) stress that information sharing may differ across 

partners as well. According to them a study found that suppliers were more interested 

in timely information because suppliers rely on information from customers in order 

to start internal planning processes, while buyers were more interested in accurate 

information because if problems arise, buyers need accurate information to adjust 

plans properly.  

Communication and information sharing between the purchasing firm and the 

supplier does in fact mean that there should be co-operation between them to enable 

them to attain their respective goals. Collaborative communication is an important 

facilitator in transforming a buying firm’s effort for supplier development into 

performance improvements (Mabert and Modi, 2007). 
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Looking at the views of Hsu et al. (2008), Nyaga, Whipple and Lynch (2010) and 

Mabert and Modi (2007) on information sharing and communication, it is easy to 

conclude that information sharing and communication are  the key to unlocking any 

obstacles between business partners and facilitate their performance improvements. 

  2.7        Partnering with suppliers 

Partnering, as a means of improving the performances of both the supplier and the 

buying firm, is emphasized by Wong (2001) where he explains that partnering with 

suppliers has been advocated as a means to obtain best performance from a supply 

chain and that companies establish supply chain partnerships so that suppliers are 

motivated and able to provide the materials needed to meet customer expectation. He 

goes on to further to say that companies do understand that their performance 

depends very much on the performance of their suppliers. In support of this, 

Christopher (2005) goes a step further to give a specific example on the advantages 

of partnering with suppliers. He states that partnering with suppliers help to reduce 

lead times. 

Partnership may facilitate communication and coordination to ensure a continual 

working/business relationship. It may foster cooperation and reduce transactional 

hazards between the trading parties, hence minimizing transaction cost and these 

gains, according to Cheng and Carrillo (2012), may serve as agents’ incentives to 

perform better. They further state that long-term partnership stimulates coordination 

and improves production and assembly productivity of consecutive projects which in 

turn will improve projects’ total cost and enhance delivery performance. They 

however indicate that the crux of a successful partnership is the joint profitability 

among the members as opposed to individual gains. A study conducted by the 
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authors concluded that the ratios of actual-to-estimate project costs after 

manufacturers partnered with suppliers were lower than those before the partnership. 

2.8    Partnering with Suppliers to reduces in-bound times 

In his book Logistics and Supply Chain Management – Creating Value-Adding 

Networks Martin Christopher does emphasize that a major opportunity exists for 

reducing in-bound lead times through close working with key suppliers. He goes on 

to explain that one powerful way in which collaboration can improve responsiveness 

is through the adoption of Vendor Managed Inventory (VMI) practices.  VMI 

switches the responsibility for the management and replenishment of inventory from 

the customer to the supplier. The customer no longer places orders on the supplier 

but rather shares with them information on sales, rates of usage or consumption. 

Using this information the supplier is better able to plan and schedule the acquisition, 

production and delivery of the product. Both parties benefit, the customer through 

higher levels of availability and reliability and supplier through a reduction in their 

need to carry safety stock, and, often, a better use of capacity (Christopher, 2005). 

 Between 1993 and 1995, FSI International, a company based in the US, engaged in 

the market of equipment widely used by semiconductor manufacturers, conducted a 

study among 55 key suppliers. The study compared supplier performance prior to the 

study and during the study period. The study concluded that data collected over a 2 

year period proved that partnering with suppliers and introducing supplier 

management program and monthly supplier performance reports had resulted in 

continuous improvement in cost reductions, quality and delivery performance. 

According to the study, suppliers perceived it as a fair evaluation of their efforts and 
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purchasers too considered it a way to objectively evaluate suppliers and to award 

business based on least total cost and best performance (Waksman, 1995). 

Looking at  the results obtained from the study conducted by FSI International 

between 1993 and 1995 as stated in Wasmund (1995) it is understandable why, 

according to Wong (2001), partnering with suppliers has been advocated as a means 

to obtain best performance from a supply chain.  

Partnering with suppliers results into a concept of partnership relationship where 

buyers and suppliers become working partners with the aim of maximizing efficiency 

along the supply chain. Naturally, such relationship  do have a potential to offer 

advantages such as each party benefiting from the expertise of the other, each party 

having a thorough knowledge of how the other operates, which then leads to 

identification and removal of inefficiencies, avoidance of the cost of re-tendering, 

and switching suppliers and focusing of quality rather on winning the next order.  

Despite all the benefits that has been stated that partnering with suppliers bring some 

critics do argue that  there is a danger of  such relations becoming too close and 

possibly leading to complacency on  the part of the supplier and lack of innovation 

and also the buyer  can easily become overly dependent on the supplier, which 

restricts options. (CIP,2011c) 

2.9.0 Measuring supplier performance 

Performance measurement is the evaluation of effectiveness and efficiency of 

completing a given task. Effectiveness is the extent to which goals are accomplished. 

Efficiency is a measure of how well resources are utilized (Prahinski and Benton, 

2003).  
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Romaniello, Renna and Cinque (2011) state that the measure of performance is a 

question in which all companies are involved. They go on to further state that 

performance monitoring has the goal to improve the ability of the control process of 

the results of a company. To achieve this there must be clear objectives, indicators, 

operational plans and then we measure the performance achieved. 

As cited in Catasús (2004), what gets measured gets done, and what is not measured 

may suffer in comparison and that the presence of measurements increases the 

possibility of action with the result being a half-strong association.  

The good thing about Performance measurement is that  it sorts of contribute to 

developing the relationship between the two parties, in this context, between the 

buyer and the supplier by making the each party to gain a better understanding  of the 

constraints, deadlines and problems that are affecting the relationship. It also 

encourages mutual dialogue and shared problem solving. In addition, it enables  

buyers to understand their suppliers, the difficulties they face and the efforts they are 

making to correct them. It also gives the supplier a broader perspective on the buyer. 

Measuring Purchasing Performance ( CIPS, 2011a) 

After discussing the benefits of performance measurement to the buying firms, it is 

equally important to point out that carrying out performance measurements involve 

time and cost so, it will be wise for the buying firms to take this aspect into 

consideration then decide if the benefits of the performance measurements outweigh 

its costs. Table 1.  below lists some of the advantages and disadvantages of 

performance measurement as given in ( CIPS, 2011a). 
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           Advantages   Disadvantages 

Performance measurement aid control of 
operations 

It is a complicated task to establish a 
suitable performance measurement 
system 

Performance measurement can lead to 

performance improvement 

A performance measurement system 
takes time, money and effort to operate 

Individual managers can be motivated 

by a requirement to achieve key 

performance indicators(KPIs) 

The need for managers to achieve their 

own KPIs can lead to dysfunctional 

behavior 

Performance measurements are an 

important tool for communicating with 

stakeholders 

Too many KPIs can lead to information 

overload 

Performance measurements are vital for 
accurate business planning 

 

Table 1.  Advantages and disadvantages of performance measurement 

Source: ( CIPS, 2011a) 

One of the most commonly used performance management systems design to assist 

companies to improve their supply chain operations is the supply chain operations 

reference-model(SCOR) model introduced by the Supply Chain Council. This model, 

as Giannakis (2007) explains, is a process reference model that defines and assesses 

performance objectives across four supply chain management processes( plan, 

source, make, and delivery), matching them against best practices across several 

industries. 

We see the application of performance measurement in the business sector, academic 

institutions and any institution for that matter. It is used to ascertain if certain 

standards are met and also to determine where improvements need to be made. In his 

research paper Performance measurement of supplier relationships, Giannakis looks 
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at the broader use of performance measurement in business and management, as well 

as economics and accounting literatures. He states that in these literatures it is widely 

accepted that a prerequisite for a successful implementation of the corporate, 

business and operations strategies of an organization and for any improvement 

initiative, is the use of a reliable performance measurement system. He points out 

that being such a fundamental issue of management of organizations, performance 

measurement has been one of the main concerns for managers and academics. 

According to him the operations management literature on performance management 

suggests that performance should be always measured against benchmarks. These 

benchmark, he goes on to say, could be: (1) historical standards (i.e. Measure against 

previous performance), (2) target performance standards (this reflect some level 

which is regarded as appropriate or reasonable), (3) competitor performance (i.e. 

compare performance against competitors) and finally (4) absolute performance 

standards- this takes performance on theoretical limits. 

A company assesses the performance of its suppliers and its own purchasing 

performance to verify whether it is achieving good value (CIPS, 2011a).  

In their study material Measuring Purchasing Performance, the Chartered Institute 

of Purchasing & Supply (CIPS) indicates that it makes sense to compare the 

performance of a supplier with other suppliers, and also monitor the supplier´s 

performance over time. According to them, this will highlight any shortcomings as 

compared with other potential suppliers and any deterioration or improvement in 

performance as time goes by. They suggest that such comparison should be a regular 

task and if the performance compared with other suppliers is poor, it may be time to 

think of changing suppliers. If performance over time is deteriorating, it may be 

possible to take a remedial action. Equally, purchasers could compare a supplier’s 
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performance with a predetermined standards. This could be purchaser discussing 

with a supplier his expectations as to delivery, price, quality etc. Provided both 

parties agree on reasonable targets, it is possible to establish Key Performance 

Indicators (KPIs) against which the supplier’s future performance will be measured.  

Table 2 below contains some suggestions of KPIs for suppliers 

Performance areas Key performance indicators 

Price Basic purchase price 

Profit margin earned by supplier 

Price compared with other suppliers 

 

Quality Reject rates for manufactured items 

Adherence to quality standards(eg ISO 
9000) 

Frequency of service failure in service 
contracts 

Delivery Frequency of late delivery 

Frequency of incorrect or incomplete 
delivery 

Service Promptness in dealing with enquiries 
and problems 

Adherence to agreements on after-sale 
service 

 

Financial stability  

Overall performance Benchmarking against other suppliers 

 Table 2. Suggested KPIs for suppliers 

Source: (CIPS, 2011a).                                                               
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The Chartered Institute of Purchasing and Supply lists different types of tool that 

may be used in supplier performance measurement management. Among them are: 

The Kraljics Matrix, Qualitative and Quantitative Measurements, and the use of 

Third Parties. 

2.9.1    The Kraljic Matrix 

In 1983 Peter Kraljic introduced the first comprehensive portfolio approach for 

purchasing and supply management. Kraljic approach includes the construction of a 

portfolio matrix that classifies products on the basis of two dimensions: profit impact 

and supply risk (´ low´ and ´ high ´). The result is a 2 x 2 matrix and a classification 

in four categories: bottleneck, non-critical, leverage and strategic items as shown in 

fig.5. Each of the four categories requires a distinctive approach towards suppliers. 

Non-critical items require efficient processing, product standardization, order volume 

and inventory optimization. Leverage items allow the buying company to exploit its 

full purchasing power, for instance through tendering, target pricing and product 

substitution. Bottleneck items cause significant problems and risks which should be 

handled by volume insurance, vendor control, security of inventories and backup 

plans. A further analysis of the strategic items is recommended. By plotting the 

buying strengths against the strengths of the supply market, three basic power 

positions are identified and associated with three different supplier strategies: 

balance, exploit, and diversify. The general idea of Kraljic’s model is to minimize 

supply risk and make the most of buying power (Gelderman and Van Weele, 2003) 
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Fig. 5.  Dimensions and categories in the Kraljic Matrix 

Source: (Gelderman and Weele, 2003) (Handling measurement issues and strategic 

directions in Kraljic’s purchasing portfolio model ) 

Peter Kraljic argued that the buyers should differentiate the various inputs they 

purchase according to two criteria: the complexity of the supply market for the input 

in question, and the importance of the item to the buyer.  The complexity of the 

supply market reflects factors such as the number of suppliers available, the pace of 

technological change etc. The importance of the item is measured in terms of the 

total spend, how critical the item is to the buyer’s operation etc. (CIPS, 2011a) 

The Kraljic portfolio aims to guide managers so that they can recognize the weakness 

of their organization and formulate strategies for guarding against supplies disruption 

( Lysons and Farrington, 2006). This is supported by Gelderman and Caniëls (2005) 

where they emphasize that Kraljic advises managers to guard their firms against 

damaging supply interruptions and to deal with continuous technological change and 

economics growth. 
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2.9.2   Quantitative and qualitative measurements 

Quantitative measurement is a measurement of data that can be put into numbers. 

The goal of quantitative measurement is to run statistical analysis, so data has to be 

in numerical form whereas qualitative measurement focuses on collecting 

information that is not numerica ( education- portal, 2014 ). 

Many aspect of a supplier’s performance can be measured in quantitative terms. 

Examples include price levels, delivery lead times, reject rates etc. The 

characteristics of quantitative and qualitative measurements are shown in table 3. 

Table 3: Quantitative and qualitative measures 

Quantitative measure Qualitative measure 

Easier to establish KPIs KPIs likely to be subjective 

Easier to monitor over time Monitoring over time is subjective 

Focus on efficiency Focus on effectiveness 

Particularly suitable for purchase of 

products 

Particularly suitable for purchase of 

services 

Examples include prices, delivery 

performance, financial performance, 

reject rate 

Examples include management 

capability, staff issues, technological 

development, willingness to collaborate 

closely 

                         

Source: (CIPS, 2011a). 
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2.9.3    The Use of third parties in performance measurement 

 In some cases it may be appropriate to rely on expertise from an external source to 

assist in the supply measurement process. Before employing such method, the 

purchaser first need to consider what benefits are expected to arise, and at what cost. 

As with all decisions, unless the expected benefits exceed the expected cost this 

should not proceed. 

Examples of how third parties might be used in supplier performance measurement 

are as follows: (1) Market research specialists might be used to identify possible 

suppliers, to be followed up by more detailed appraisal on the part of the buyer, (2) 

Financial specialists might be able to assess the financial stability of a supplier, (3) 

Consultants might be used to devise, implement, and perhaps maintain a performance 

measurement system and (4) Consultants might be used to vet a supplier for 

compliance with recognized standards, such as ISO 9000 (CIPS, 2011a).   

The objective of the ISO 9000 standard is to assure buyers that their suppliers are 

meeting quality requirements (CIPS, 2011c). 

2.9.4   Operational measures and communication measures 

Cousins, Lawson and Squire (2008) do discuss two types of supplier performance 

measures. These are operational measures and communications measures. They 

explain that supplier operational performance measures (OPM) assess the extent to 

which supplier´s consistently deliver materials, components, or products to an 

organization on time and in good condition. Operational performance measures, 

according to them, act to ensure the operational goals of the relationship are being 

achieved by focusing attention on key business processes of cost, quality and 

delivery. These measures, they go on to say, tend to be more objective, focused on 
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day-to-day operations, and relatively easily assessed. They also state there is a 

significant and positive relationship between operational measures and firm 

performance. 

Supplier communication performance measures, on the other hand, are 

complementary to operational measures, encouraging a climate of interaction and 

contact between the buyer and supplier in order to open channels of communication 

and build networks. These, the authors state, are sometimes referred to as value-

based measures and tend to have increased levels of importance when working in a 

close collaborative relationship. The elements of communication measures might 

include the effectiveness of communication, information exchange, information 

quality and timeliness, and the level of feedback from the supplier.  This, in a way, 

verifies what Humphreys, Li and Chan (2003) and Hsu et al. (2008) say about the 

importance of communication and information exchange in supplier performance. 

2.9.5    The Need for measuring supplier performance 

As stated in the book Management Control Systems-Performance Measurement, 

Evaluation and Incentives, Merchant and Van der Stede (2012) explain that 

measurement is a critical element of a result control system and that the object of the 

measurement is typically the performance of an organizational entity or an employee 

in a specific time period. 

Kesevan et al (2010) also explains why there is a need for measuring supplier 

performance. According to them supplier performance has to be done occasionally to 

increase performance visibility, to uncover and remove hidden waste and cost drivers 

in the supply chain, to leverage the supply base, to align customer and supplier 

business practices, to mitigate risk and to improve supplier performance. 



41 
 

Richard Lomothey  Blekinge Institute of technology 

The above facts stated by Merchant and Van der Stede (2012) and Kesevan et al 

(2010) is shared by Christopher (2005) where he clearly points out that it is a truism  

that performance measurement shapes behavior and that this is particularly the case 

in business organizations  where formal measurement systems drive the business.   

Supplier measurement provides the information necessary for decision-makers to 

plan, control and direct the activities of the organization. They also allow managers 

to measure performance, to signal and educate employees (and suppliers) on the 

important dimensions of performance, and to direct improvement activities by 

identifying deviations from standards. In order to maintain effective partnerships, the 

buyer must continuously monitor supplier performance across multiple dimensions 

and provide feedback for improvement. These dimensions may be both tangible (e.g. 

operational performance) and intangible (e.g. relationship status), and should provide 

timely information to suppliers which communicates both buyer expectations and, 

where necessary, enables corrective action to be undertaken (Cousins, Lawson and 

Squire, 2008). According to the authors, studies have shown that performance 

measurement has a positive impact on supply chain performance, with significant 

support for the effect of non-financial measures, balanced scorecard and the SCOR 

frameworks. 

Another thing worth looking at is supplier rating. Roylance (2006) explains that the 

supplier rating (sometimes called vendor rating) system complements the evaluation 

and accreditation system, in that it measures the performance of approved suppliers 

on an ongoing basis and supplies meaningful feedback in order to improve 

performance. The goal of the rating system must be the application of objective 

criteria to measuring and reporting performance.  
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This rating often forms part of an organization's supplier relationship management 

program and can vary in the criteria that are assessed. This broadly falls into 

quantitative and qualitative types. These can then be used when undertaking vendor 

rating, as the process varies from one organization to another. 

Supplier rating, sometimes called vendor rating, is the result of a formal vendor 

evaluation system. Vendors or suppliers are given standing, status, or title according 

to their attainment of some level of performance, such as delivery, lead time, quality, 

price, or some combination of variables. The rating shall be used to assess and 

monitor supplier performance with a view to rewarding suppliers who meet 

expectations with on-going and future supply relationships. It shall be used to 

provide accurate feedback to suppliers to highlight their strengths as well as their 

weakness( through the eyes of the customer)  which can be used as an effective 

continuous improvement tool. It shall be used to provide benchmark data which will 

allow suppliers to establish where they are placed in relation to the best performance 

in their industry and hence improve overall competitiveness in the market. Other 

ways which the rating shall also be used are to help minimize subjectivity in 

judgment and make it possible to consider all relevant criteria in assessing suppliers, 

to provide feedback from all areas in one package and hence specific action could be 

taken to correct identified performance weakness. Finally, it shall be used to 

establish continuous review standards for vendors, thus ensuring continuous 

improvement of vendor performance and to select vendors for further development 

(John et al, 2013). 

Supplier rating is an ongoing activity and suppliers are often assessed continuously 

or periodically (i.e. assessing the previous year's trading). Various criteria can be 

analyzed within supplier rating systems – a common approach is to use cost, quality 
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and delivery measures and apply weighting against criteria in accordance with 

company requirement. 

Organizations then often band suppliers according to results which may commonly 

be used to highlight poor performing suppliers so that they can be removed from use. 

This is supported by John et al. (2013) since they state that purchasing managers 

need to periodically evaluate supplier performance in order to retain those suppliers 

who meet their requirements.  

Supplier rating results may also trigger improvement programs on suppliers that 

score low.  

2.9.6 Supplier performance improvement 

 Bai and Sarkis ( 2011) do state that  a common definition of supplier development  

is any set of activities undertaken by a buying firm to identify, measure and improve 

supplier performance and facilitate the continuous improvement of overall value of 

goods and services supplied to the buying company´s business unit. Based on this 

definition, one can logically deduce that supplier performance improvement can be 

achieved through supplier development. 

There isn’t a unique standard that all companies must follow to improve the 

performance of their suppliers. These can vary according what each company 

believes work for them. 

Techniques used to achieve high performance are not the same for all companies 

even if these companies are competitors in the same business field (Pesämaa, 

Shohan, and Ruvio, 2011). 

Knowing that  performance improvement is a continuous process  makes it  

necessary to have a monitoring system to measure the achievement targets and the 
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deviation from objectives as suggested by Romaniello, Renna and Cinque(2011).This 

view is also shared by Gordon (2008). 

Fig. 6.  below explains how, through performance evaluation and giving feedback to 

the supplier through collaborative relationships, supplier performance does improve. 

These performance improvements, according to Nyaga, Lynch, and Whipple (2009), 

are often made possible when firms commit to long-term partnerships and that 

commitment has a positive impact on performance.  

 

 

   Fig 6.  Diagram showing Continuous Improvement in performance evaluation 

   Source: (Rexam supply center, 2012) 

Although both Gordon (2008) and Cousins, Lawson and Squire (2008) state that 

monitoring supplier performance assists in supplier performance improvement, 

Cousins, Lawson and Squire (2008) emphasizes that monitoring supplier 

performance measures alone are not sufficient to generate superior performance 

outcomes. Instead, the influence of performance measures on relationship outcomes 

is influenced by the extent of a firm’s buyer-supplier socialization mechanisms.  
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A socialization mechanism, in the context of the supply chain, is the means by which 

individuals in a buyer-supplier engagement acquire knowledge of the other 

enterprise’s social values. Examples include the creation of shared goals and visions, 

informal meetings, inter-firm visits, workshops, project kick-offs to develop group 

identity, and social support and recognition. These mechanisms serve to determine 

the ‘expected patterns of behavior’ of the relationship, relating to rules of thumb, 

special languages, standard of work, prejudices, and models for social etiquette. This, 

if properly analyzed, tells us that the buyer should also be involved in helping 

improve the supplier’s performance. Humphreys, Li and Chan (2003) explain this as 

the buyer’s expectation for supplier’s performance improvement also represents a 

buyer’s direct involvement in developing suppliers. They go on to say that increasing 

supplier performance goals is an efficient way of motivating suppliers since without 

the urging of buyers, suppliers are not likely to initiate programs designed to enhance 

performance. Lysons and Farrington (2006) also explain that by evaluating suppliers 

and monitoring their performance, the performance of suppliers can significantly 

improve.  

In a study conducted by Handfield et al (2000) they too mentioned that buying firms 

use a variety of activities to improve supplier performance. Among them are: 

assessing suppliers’ operations, providing incentives to improve performance, 

instigating competition among suppliers and working directly with suppliers, either 

through training or other activities. 

Companies are at competitive advantage when suppliers attain excellence in their 

performance because the excellence in supplier performance is reflected in lower 

cost, improved responsiveness to customers, better quality goods and services and 

technological advantage (Gordon, 2008).
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CHAPTER THREE METHODOLOGY    

3.0 Methodology             

In his book Research Methodologies - Methods and Techniques , C. R. 

Kothari(2004) defines  research methodology as a way to systematically solve the 

research problem.  This statement holds true for the two different approaches to 

research: Namely quantitative and qualitative research. Quantitative research is based 

on measurement of quantity or amount and it is applicable to phenomena that can be 

expressed in terms of quantity whereas qualitative research, on the other hand, is 

concerned with qualitative phenomena.( i.e. phenomena relating to or involving 

quality or kind).  

Two methods can be used to gather information in a quantitative research. These 

methods are  : 

 1) experimental design and 

 2) non- experimental designs, such as surveys. 

The experimental design include true experiments, with the random assignment of 

subjects to treatment conditions, as well as quasi experiments that use non-

randomized design. The non-experiment designs such as survey strategy include 

cross-sectional and longitudinal studies using questionnaires or structured interviews 

for data collection with the intent of generalizing from a sample to a population. 

(Creswell J. W, 2003) 

The major difference between Quantitative research and qualitative research is their 

flexibility. Quantitative research methods tend to be fairly inflexible in that the 
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questions the researcher asks the participants are identical, “closed-ended” and in the 

same order and participants are required to choose from a set of predetermined 

answers. This provides a meaningful comparison of the responses from participants. 

Qualitative research methods on the other hand are typically more flexible in that 

they ask “open-ended “ questions that allow participants  to give  more detailed 

response than  typically  given in quantitative research methods. 

This study adopts the quantitative research method for the following reasons: 

Numerous literature on studies relating to this topic adopts quantitative   research 

method. 

It is based on statistics analysis. In this case, data has to be collected from the 

questionnaire to explain a phenomenon. 

It is  based on high degree of generalization. 

Out of the 23 different criteria that Benyoucef and Canbolat (2008), do suggest  to be 

considered  when performing  an appropriate supplier performance evaluation, ten  of 

these criteria which include the basic criteria that buyers use in evaluating suppliers  

will be examined and based on the information gathered from articles, textbooks, 

journals and practicing professionals, a questionnaire will be sent to some randomly 

selected companies and interviews will be conducted. In the questionnaire, 

respondents will be asked to indicate the level of importance on these criteria based 

on the a five-point Likert scale.( 1 representing ‘not important’ and 5 representing ‘ 

extremely important’).  This scale will be used to rate the various evaluation criteria 

in the questionnaire and respondents will be asked to provide their responses, from 

‘not important’ to ‘extremely important’, to the questions.  A Likert scale is a 

psychometric scale commonly used in research that employs questionnaires. 
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According to O´Loughlin (2009) surveys are used to administer a set of carefully 

designed questions to a specified target audience. You can use lots of different types 

of closed questions such as true/false, multiple choice, and numerical questions. You 

can also ask your target group to rate items, for example on a scale of 1 to 5. 

 Survey employing questionnaire using likert-scale, questions that are easy for   

respondents to answer and also easy for   researchers to interpret are sent out to 

measure the views or attitudes of people on a sort of agree-disagree basis according 

to any kind of subjective or objective criteria. Rob Johns (2010) explains that 

questionnaire employing the Likert-scale is a simple way of gauging specific 

opinions and it is used in market research, opinion polling, major government survey 

and academic studies in the field ranging from political science to product design.   

Stueland (2004), states that the Likert scale is an adequate rating scale to use because 

it provides buyers’ predetermined parameters that are defined. 

3.1              Data Collection 

Data were collected through a questionnaire survey (Appendix C). The questionnaire 

is based on existing conducted research relating to this topic obtained from 

professional publications (journals and articles), research papers and academic 

journals downloaded at BTH online library as well as interviews conducted with 

current-practicing purchasing professionals. It also includes sources from textbooks, 

Google etc. These questions reflect the theoretical concept related to the research 

topic.  

3.2 Primary Data 

Primary data were obtained by using structured questionnaires and emails sent   to 

professionals with varying academic degrees who have attained several years of 
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work experience in both the purchasing and supply chain management sectors of 

various multi-national Swedish companies as well as local Swedish companies 

designated companies A to T 

These Companies deal within the following business sectors: Development and 

production within the transport sector,  retail  in food, clothing, consumer electronics 

and other hardware, food processing and packaging and finally, the development, 

manufacturing and marketing of metal powders. 

3.3 Secondary Data 

The secondary source data collection was obtained from relevant research papers,   

professional publications on supplier evaluation, buyer supplier evaluation and 

related topics. These were obtained from the BTH online library, textbooks, Google 

search and other literature. This provided the necessary background information 

needed for the research. 

3.4            Study Population 

Study population is defined as a group of individual in a study. In this sense it can be 

said that the participants of a research survey make up the study population of that 

research. Since this thesis is focused on investigating if  purchaser’s evaluation of 

suppliers does lead to long term performance improvement, the study population is 

purchasing professionals of companies. The respondents hold various academic 

degrees ranging from BSc. to MSc and had a mean work experience of 16.75 years 

as shown in table 4, appendix A. 

 Twenty companies ranging from national to multi-national level took part in this 

survey. These companies are listed as companies A to T for this study. 
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3.5        Sampling Technique 

Sampling technique is defined as the method of choosing your subjects for your 

study. Hart M. (2007). For this study, a questionnaire was administered to purchasing 

professionals of both manufacturing and retail companies. There were interviews 

through phone calls and emails where some extra information was needed in addition 

to the questionnaire. 

3.6       Sampling Method 

In gathering data for a social science research, surveys are most frequently used. In 

such survey, it is common that small number of people (sample) is selected to 

represent a much larger population. This is because the population is too large to 

study its entirety. 

Choosing a study sample is an important step in any research project since it is rarely 

practical, efficient or ethical to study whole populations. The aim of all quantitative 

sampling approaches is to draw a representative sample from the population, so that 

the results of the studying the sample can then be generalized back to the population. 

The most common approach is to use random or probability samples (Marshall, 

1996). As stated by Sivo et al. (2006), random sampling simplifies external validity 

inferences in that it eliminates possible interactions between the casual relationship 

and the class of persons who are studied versus the class of persons who are not 

studied within the same population. They also further state that formal probability 

sampling specifically benefits research using questionnaires. 

In this study, the sampling method used is random sampling. Few manufacturing 

companies and a retail company were randomly chosen as sample to represent the 

entire population.  
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3.6      Unit of Analysis 

The unit of analysis in this survey is primarily manufacturing, transport and retail 

companies where I contacted the heads of the purchasing departments. 

3.7   Validity and Reliability 

As stated in Kimberlin and Winterstein (2008) the key indicators of the quality of a 

measuring instrument are the reliability and validity of the measures. They define 

validity as the extent to which an instrument measures what it purports to measure. 

To ensure the validity of this study, the population/sample group was randomly 

selected and the respondents have both academic and professional knowledge in the 

subject matter. The authors also define reliability as the extent to which a 

questionnaire, test, observation or any measurement procedure produces the same 

results on repeated trials. Reliability coefficients, according to them, range from 0.00 

to 1.00, with higher coefficients indicating higher levels of reliability. As stated in 

Riege (2003), a high degree of validity and reliability provides not only confidence 

in the data collected but, most significantly, trust in the successful application and 

use of the results to managerial decision-making. According to Nenty (2009), 

reliability has to do with stability, repeatability and consistency of the results of our 

measurement or observation. 

Cronbach’s alpha is used as a measure of the reliability for this study. In a social 

science research, a Cronbach’s alpha > 0.7 is considered acceptable. An alpha > 0.80 

is preferred and is considered “good reliability “. This fact is further stated in 

Spiliotopoulou (2009) that conventionally, editors and reviewers consider a measure 

with alpha equal to or greater 0.70 as reliable for research purposes and that this is 

frequently a criterion for publishing the outcome measure. It is to be noted that 
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Cronbach’s alpha does not provide reliability estimate for a single items/variables.. 

Rather, it provides the reliability of summated scales or subscales. In other words, 

what it does is, it indicates the internal consistency of the items in the scale (Glien 

and Glien, 2003). 

CHAPTER FOUR   EMPIRICAL FINDINGS AND DATA ANALYSIS                                

4.0 Empirical Findings 

This chapter presents the result and analysis of the survey. The data shown in this 

section was obtained from the respondents and analyzed using excel and the 

Statistics software, SPSS. 

4.1          Experience of respondents in the purchasing profession 

In the study sample of 20 respondents, 35 percent of them have a work experience of 

more than 20years, 25 percent have a work experience between 16 to 20 years, 20 

percent have a work experience between 11 to 15 years, 10 percent have a work 

experience between 6 to 10 years and 10 percent have a work experience between 0 

to 5 years. This is shown graphically in fig. 7 below. 

 

Fig. 7. Work experience of respondents. 
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4.3                Statistical findings 

The Measurement scale comprises mean, standard deviation and internal reliability 

(i.e. Cronbach’s alpha) The questionnaires, as shown in appendix A, were formulated 

to reflect the criteria used in supplier evaluation and the responses from the 

respondents are listed in table1. In this table a five-level likert scale, as described in 

the methodology, is used to show the degree of importance of the evaluation criteria 

used in this survey. The evaluation criteria, which in this case are the variables, used 

in the survey were obtained from the literature used in this study as well as interview 

conducted with the respondents.  

The study used a five-point rating scale ( 1= not important;  5 = extremely important) 

Data gathered from the questionnaires were recorded in table 4a-4e as shown. 

Table 4a: Ranking of evaluation criteria from respondents 

CRITERIA COMPANY A COMPANY  
B 

COMPANY C COMPANY  D 

Quality 5 5 5 5 

Delivery 5 4 3 5 

Cost 4 5 5 2 

Service 4 3 4 5 

Financial 
Position 

4 5 3 3 

Production 
Capacity & 
Facility 

4 4 4 5 

E-
Transaction 
capability 

1 2 5 5 

Geographical  1 3 2 2 
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Location 

Technical 
Capabilities 

5 5 4 5 

Reputation & 
Industry 

4 4 3 3 

 

 

Table 4b: Ranking of evaluation criteria from respondents 

CRITERIA COMPANY E COMPANY  
F 

COMPANY G COMPANY  H 

Quality 5 5 5 5 

Delivery 5 4 4 5 

Cost 4 5 5 3 

Service 4 3 5 5 

Financial 
Position 

4 5 3 4 

Production 
Capacity & 
Facility 

4 5 4 5 

E-
Transaction 
capability 

1 3 5 5 

Geographical  
Location 

1 3 3 2 

Technical 
Capabilities 

5 5 4 4 

Reputation & 
Industry 

4 4 4 3 
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Table 4c: Ranking of evaluation criteria from respondents 

CRITERIA COMPANY I COMPANY  
J 

COMPANY K COMPANY  L 

Quality 5 5 5 5 

Delivery 5 5 3 5 

Cost 4 4 5 3 

Service 4 4 4 5 

Financial 
Position 

4 5 4 3 

Production 
Capacity & 
Facility 

4 4 4 5 

E-
Transaction 
capability 

2 2 5 5 

Geographical  
Location 

2 3 2 2 

Technical 
Capabilities 

5 5 4 5 

Reputation & 
Industry 

4 4 3 3 
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Table 4d: Ranking of evaluation criteria from respondents 

CRITERIA COMPANY 
M 

COMPANY  
N 

COMPANY O COMPANY  P 

Quality 5 5 5 5 

Delivery 5 5 4 5 

Cost 4 5 5 3 

Service 4 3 3 5 

Financial 
Position 

4 5 3 3 

Production 
Capacity & 
Facility 

4 3 4 5 

E-
Transaction 
capability 

1 3 4 5 

Geographical  
Location 

1 2 2 2 

Technical 
Capabilities 

5 5 4 4 

Reputation & 
Industry 

4 4 4 3 
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Table 4e: Ranking of evaluation criteria from respondents 

CRITERIA COMPANY I COMPANY  
J 

COMPANY K COMPANY  L 

Quality 5 5 5 5 

Delivery 5 5 4 5 

Cost 4 5 5 3 

Service 4 3 5 5 

Financial 
Position 

4 5 3 3 

Production 
Capacity & 
Facility 

4 3 4 5 

E-
Transaction 
capability 

1 3 4 5 

Geographical  
Location 

1 3 2 3 

Technical 
Capabilities 

5 5 4 5 

Reputation & 
Industry 

4 4 4 3 
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Based on the data collected from the questionnaire, Microsoft Excel was used to plot 

the pie charts of fig.8. The   pictorial view chosen (fig. 8) makes it easy to clearly 

understand the degree of importance that the respondents attach to each of the basic 

evaluation criteria (Quality, Delivery, Cost and Service). 

 

Fig 8. A pie chart derived from respondents (table 1) using only the basic evaluating 

criteria: Quality, Delivery, Total Cost and Service  

4.4       Response Rate 

Response rate is a summary measure used to designate the ratio of the number of 

interviews to the number of eligible units in the sample (Casro, 1982). 

In this study 25 companies were approached through telephone contacts and emails. 

Initially all of them agreed to take part in the survey hence the questionnaire was sent 

to them. However, only 20 out of 25 companies returned the questionnaire. Using the 

generally accepted definition of response rate, the formula for finding the response 

rate, as given by the University of Waterloo Survey Research Center, is expressed as: 

 

QUALITY 
28% 

DELIVERY 
26% 

COST 
23% 

SERVICE 
23% 

BASIC EVALUATION CRITERIA 

QUALITY

DELIVERY

COST

SERVICE
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Number of eligible sample units with completed interviews       x 100%. 

Number of eligible sample units      

Ns = Number of eligible sample units with completed interviews        

Ne = Number of eligible sample units                 

Rr = Rate of Response (percentage) 

 

          

  Using this formula in finding the response rate of this study gives a response rate of 

80%                          

4.5          Findings of the reliability test 

In other to establish the reliability for this study, the evaluation criteria from the 

respondents, as shown in table 4a-4e, were entered into SPSS and Cronbach’s alpha 

was determined. The items that did not significantly contribute to the reliability were 

then eliminated to further increase the reliability. This is in line with Tavakol and 

Dennick (2011) which states that a low value of alpha could be due to  a low number 

of questions, poor interrelatedness between items or heterogeneous constructs and 

that if a low alpha is due to poor correlations between items then some should be 

revised or discarded. As shown in the table 5. the reliability for this study is 0.806. 

Reliability Statistics 

Cronbach's 

Alpha 

Cronbach's 

Alpha Based on 

Standardized 

Items N of Items 

,806 ,819 4 

 
Table 5. Reliability Statistics 

Rr = 100 X Ns /Ne  
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CHAPTER FIVE     Data   Analysis 

In this section of the thesis a general descriptive analysis of the data obtained from 

the survey is presented. The  mean and standard deviation for each variable would be 

presented as recommended in  Nenty ( 2009). The complete results from the survey 

are presented in a tabular form in Appendix B . 

 5.1                  Mean and Standard Deviation 

The mean is the average of a set of data, whereas the Standard deviation gives an 

idea of how close the set of data is to the mean. Table 6 shows the mean and standard 

deviation obtained from the results of the evaluation criteria used in this study. 

Criterion Mean 
Rating ( /5) 

Standard  

Deviation 

Standard 
error 
mean 

 

Rank 

 

Quality 5 0 0 1 

Delivery 4.55 0.686 0.157 3 

Cost 4.2 0.951 0.218 5 

Service 4.1 0.788 0.180 6 

Financial Position 3.85 0.812 0.186 7 

Production capacity & Facility 4.20 0.615 0.141 4 

E-Transaction  capability 3.35 1.631 0.374 9 

Geographical Location 2.05 0.686 0.157 10 

Technical Capabilities 4.65 0.489 0.112 2 

Reputation & Industry 3.66 0.483 0.108 8 
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Table 6. Mean and Standard deviation of variables used in this study 

 

Taking a look at table 6, it can be noticed that the respondents rated the   mean values 

for the criteria from 3.35 to 5.0 with the exception of geographical location that was 

rated 2.05. All the respondents ranked quality( Mean = 5.0; SD = 0) to be the top  

criteria when evaluating their suppliers. This means that when it comes to evaluating 

their suppliers, quality is the main criteria that buying firms look at. This comes as no 

surprise since most customers will prefer quality products even if it comes with extra 

cost. Delivery ( Mean = 4.55; SD = 0.686), This criteria is particularly important to 

buying firms because, as expected, companies want their products to reach their 

customers on time and if there is a delay in delivery or if there is no reliability in the 

supplier’s delivery, customers might be forced to find replacements elsewhere and 

this may lead to financial loss for the buying firms. Next there is Cost( Mean = 4.2; 

SD0.951) and Service(Mean= 4.1; SD = 0.788).These  criterion are all ranked high in 

supplier evaluation. This survey result further reinforces the research findings which 

appears in Benyoucef and Canbolat (2008), Lysons and Farrington(2006),Stueland 

(2004) and Bharadwaj (2003) that product quality, delivery, cost, and service are the 

key attributes or basic criteria  used to evaluate performance capabilities of suppliers. 

What this survey also reveals is that product quality is perceived to be more 

important than cost and delivery when it comes to supplier evaluation. This finding 

actually re-enforces what is generally known that most people would prefer to pay a 

little extra for better quality products.  

Suppliers financial position (Mean = 3.85; SD = 0.812 ) was ranked 7th. This 

suggests that purchasers or buying firms  do pay  particular attention to the financial 
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health of  suppliers. The reason is because a supplier’s healthy financial position 

assures the   buying firm that the supplier that they are dealing with is financially 

sound and is able to continue in business into the foreseeable future. Lysons and 

Farrinton (2006) Besides, there are other scenarios that could arise which will 

demand a supplier to be financially sound so as not to disrupt the continue delivery 

of goods and or services to the purchasing firm. Examples of such scenarios are :  

1) The purchasing firm insists on maintaining quality, but the supplier is forced to cut 

costs. 

2) The purchasing firm has a financial claim against the supplier, but the supplier 

doesn’t have sufficient working capital to meet it. 

3) The purchasing firm needs to insist on speedy delivery to meet a promised delivery 

date, but the supplier cannot afford to pay overtime (CIPS, 2011b) 

E-Transaction capability (Mean = 3.35; SD = 1.631) Purchasers see this criteria as 

important because it cuts administrative costs and provides real-time information on 

product availability and inventory, shorten order cycles etc. 

Production capacity & Facility (Mean = 4.20; SD = 0.615) .From the buying firms’ 

perspective, this criteria is also important because it tells them that the suppliers  

have the full range of machinery needed to make the required product  and also it 

assures them how the suppliers existing capacity might be able to cope with future 

increased demand ( Lysons and Farrington, 2006) 

Geographical Location ( Mean = 2.05; SD = 0.686) This criteria received the least 

rank. What can be deduced from this low rank is that purchasing firms do not 

necessary care where their suppliers are located as long as they are able provide 

products that  the purchasing firms need and  deliver them on time. 
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Technical Capabilities ( Mean = 4.65; SD = 0.489) This criteria received one of the 

highest scores because purchasing firms understand that being able to provide 

technical support is essential ( Christopher, 2005). 

Reputation & Industry ( Mean = 3.66 ; SD = 0.483)  What this reveals is that 

purchasing firms do attach importance to suppliers reputation because it is a source 

of trustworthiness that clients seek in their relationships especially so, when the 

partner is new and untested ( Powers and Reagan , 2007). 

If we consider the results from the analysis as a whole and look at the order in which 

these criteria are ranked, we see that quality is ranked as the most important criteria 

in supplier evaluation followed by Technical capabilities, delivery, Production 

capacity & Facility, Cost, Service, Financial position, Reputation and industry, E-

Transaction capability and lastly Geographical location as the least important. This 

ranking of these criteria, which are chosen from the 23 criteria that literature 

recommends for supplier evaluation, is different from the ranking of similar studies 

conducted by Pani and Kar (2011), Thiruchelvam et al. (2012), and Abdolshah 

(2013). This difference was expected because as stated in Benyoucef and Canbolat 

(2008), different buyers can rank these criteria differently based on their importance.  

At the same time, Zeydan, Colpan and Cobanoglu (2011) on the other hand do 

emphasize that these evaluation criteria involve trade-offs and that the importance of 

each criterion varies from one purchase to the next. This means that buyers can 

determine the order of importance of these criteria for any purchasing order they 

place. 

However, if we focus only on the ranking of the basic evaluation criteria (i.e quality,  

delivery, cost and service), the ranking in this study shows the relative importance 

that the respondents  attach to these criteria. Quality is ranked the highest, that is to 
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say that quality is the most important criterion, followed by delivery, cost and 

service. The order of this ranking as shown in fig. 8 is consistent with a study done 

by Stueland (2004) shown in fig.4. as well as another study done by Bharadwaj 

(2004). Comparing the results of this study with similar studies conducted by Pani 

and Kar (2011), Thiruchelvam et al. ( 2012),  Avila et al. ( 2012) and   Abdolshah 

(2013) it can be seen that the ranking of the relative importance of these basic 

evaluation criteria are consistent and that quality is viewed as the most important or 

main criteria in supplier evaluation followed by delivery and then cost. This view is 

also shared by Lysons and Farrington (2006). The results of this study re-enforce the 

findings in the literature that the basic performance evaluation criteria are quality, 

price, delivery and services. 

Another important suggestion gathered from the literature used in this study is that iit 

is imperative that purchasing firms see their suppliers as partners and not 

competitors. This will foster collaboration which will in turn lead to better 

communication and information exchange. Better communication and information 

exchange will lead to increased operational efficiency which will then lead to 

improved performance. If companies are able to give suppliers more information on 

what they need suppliers will be able to come up with some suggestions on what they 

can offer to help these companies cut down costs (Wolf, 2001). Also, if purchasing 

firms and suppliers share tactical information it will assist them to operate more 

efficiently, discuss future plans and see opportunities for performance improvements 

(Modi and Mabert,  2006). 
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CHAPTER  SIX  CONCLUSIONS 

6.0           CONCLUSION 

This study is focused on supplier evaluation for achieving long term performance. 

The research aim is to investigate how supplier evaluation does contribute to long-

term supplier performance improvements. 

Based on the data gathered from the respondents of the questionnaires as well as 

information obtained from the literatures used in this research it can be concluded 

that there is a correlation between supplier evaluation and long-term supplier 

performance and that supplier evaluation is considered to be one of the main 

strategies crucial to maintaining long-term supplier performance. (Humphreys, Li, 

and Chan, 2004). In conducting supplier evaluation, the basic criteria to be 

considered are quality, price delivery and services. Quality, however, is considered to 

be the most important criterion (Bharadwaj, 2004; Stueland, 2004; Pani and Kar, 

2011; Thiruchelvam et al, 2012; Avila et al,  2012; Abdolshah, 2013). 

Other factors that this study also reveals contribute to long-term supplier 

performance improvement are trust, collaboration, socializing and partnering with 

suppliers (Pick, 1999). 

These findings will be of significant importance for purchasers who do evaluate their 

suppliers in that it will enable them to know those relevant factors that they need to 

focus on to get their suppliers to co-operate with them in achieving their goals.    

This study have important implications for companies that want to implement cost 

reductions measures in other to remain competitive in today’s market through 

improvement of their suppliers performance whilst at the same time maintaining a 

better relationship with their suppliers.
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CHAPTER SEVEN:   LIMITATIONS AND FURTHER RESEARCH  

The limitations of this study are the inability to have a much larger sample size of 

companies to participate in the survey and also not being able to get all the 

respondents to give the percentage of cost savings noted by the buyers as a result of 

the improved supplier performance. It is hoped that future research would address 

these limitations.   

 Future research could focus upon reduction of in-bound lead times. 

Lead times have occasionally been a stumbling block in getting manufacturing 

industries to meet up with products delivery deadlines to their customers. This, 

sometimes lead to a drift between manufacturing industries and their customers or 

between manufacturing industries and their suppliers.  Long term studies on how   

manufacturing companies or purchasing firms can partner with their suppliers to 

reduce in-bound lead times will be beneficial to supply chain management. 

    .                       
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                                             APPENDICES 

APPENDIX A -    QUESTIONNAIRES 

THESIS QUESTIONNAIRE 

THE PURPOSE OF THIS QUESTIONNAIRE IS TO  INVESTIGATE IF 

SUPPLIER EVALUATION DOES HELP IN ACHIEVING LONG-TERM 

PERFORMANCE 

In this research questionnaire, I am employing a 5 level Likert  Scale.  

SURVEY RANGE:  5 level Likert Scale 

1. Not important 

2. Slightly important 

3. Considerably important 

4. Averagely important 

5. Extremely important 

 

QUESTION 

 

SCALE 

In evaluating a supplier, how would you rate the QUALITY of the 

goods that you expect from the supplier? 

 

1 

 

2 

 

3 

 

4 

 

5 

How would you rate the DELIVERY TIME that you expect your 

orders to arrive? 

 

1 

 

2 

 

3 

 

4 

 

5 

How would you rate the PRICE/COST of your order from the 

supplier(s)? 

1 2 3 4 5 
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How would you rate the SERVICES that you expect your 

supplier(s) to provide? 

1 2 3 4 5 

How would you consider the PRODUCTION CAPACITY & 

FACILITY of the supplier(s) ? 

1 2 3 4 5 

Regarding the supplier(s) FINANCIAL POSITION, how would it 

affect your decision to do business with the supplier(s)? 

1 2 3 4 5 

Is it a necessity that your supplier(s) have e-Transaction 

capability? 

 

1 2 3 4 5 

In doing business with your supplier(s), how would you consider 

the geographical location(s) of your suppliers(s)? 

1 2 3 4 5 

How would you rate the following criteria when evaluating 

supplier(s):  The supplier(s) Technical Capabilities? 

1 2 3 4 5 

How would you rate the supplier(s) Reputation & Industry? 

 

1 

 

2 

 

3 

 

4 

 

5 
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APPENDIX B  -   LIST OF TABLES 

Table 7a: Responses from respondents 

QUESTION COMPANY A COMPANY B COMPANY C COMPANY D 

Number of times 
informal 
evaluation is 
conducted 

 1 – 6 times  
a year 
depending 
on supplier 

On a continuous 
basis 

Everyday  

Number of times 
formal evaluation 
is conducted  

Every third 
year 

Quarterly on all 
suppliers and for 
main suppliers, bi 
- annually 

Once a year Monthly 

Supplier 
willingness to 
improve on 
criteria to meet 
buyer’s 
specification 

Yes Yes Yes  

From your 
observation, does 
your evaluation 
of the supplier(s) 
help in achieving 
long-term 
performance? 

Yes Yes Yes Yes 

If your supplier 
evaluation does 
lead to long-term 
performance,  
how would you 
rate the long-term 
performance? 

Very 
important,  

because we 
have a very 
stable 

supplier 
base. 

Share of  with 
acceptable 
performance score 
is continuously 
increasing, leading 
to better quality, 
less claims and Q 
issues, better 
delivery accuracy 
and better 
compliance 

  

Does your 
evaluation of 
your supplier(s) 
eventually lead to 

Yes Yes Yes Yes 
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a better business 
relationship? 

 

Table 7b: Responses from respondents 

QUESTION COMPANY E COMPANY F COMPANY G COMPANY H 

Number of times 
informal evaluat-
ion is conducted 

 1 – 4 times  
a year 
depending 
on supplier 

On a 
continuous 
basis 

6 times yearly 4 times 
yearly 

Number of times 
formal evaluation 
is conducted  

Every 
second year 

Quarterly on all 
suppliers and 
for main 
suppliers, bi - 
annually 

Twice a year Monthly 

Supplier 
willingness to 
improve on 
criteria to meet 
buyer’s 
specification 

Yes Yes Yes  

From your 
observation, does 
your evaluation 
of the supplier(s) 
help in achieving 
long-term 
performance? 

Yes Yes Yes Yes 

If your supplier 
evaluation does 
lead to long-term 
performance,  
how would you 
rate the long-term 
performance? 

Very 
important,  

because we 
have a very 
stable 

supplier 
base. 

We achieve 
acceptable 
improved 
performance 
score  

  

Does your 
evaluation of 
your supplier(s) 
eventually lead to 

Yes Yes Yes Yes 
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a better business 
relationship? 

 

 

Table 7c: Responses from respondents 

QUESTION COMPANY I COMPANY J COMPANY K COMPANY L 

Number of times 
informal 
evaluation is 
conducted 

 1 – 3 times  
a year 
depending 
on supplier 

On a 
continuous 
basis 

Everyday continuously 

Number of times 
formal evaluation 
is conducted  

Every third 
year 

continuous on 
all suppliers 

Once a year Monthly 

Supplier 
willingness to 
improve on 
criteria to meet 
buyer’s 
specification 

Yes Yes Yes  

From your 
observation, does 
your evaluation 
of the supplier(s) 
help in achieving 
long-term 
performance? 

Yes Yes Yes Yes 

If your supplier 
evaluation does 
lead to long-term 
performance,  
how would you 
rate the long-term 
performance? 

Very 
important,  

 

We do notice 
improved 
performance  

  

Does your 
evaluation of 
your supplier(s) 
eventually lead to 
a better business 

Yes Yes Yes Yes 
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relationship? 

 

Table 7d: Responses from respondents 

QUESTION COMPANY M COMPANY N COMPANY O COMPANY P 

Number of times 
informal 
evaluation is 
conducted 

 1 – 4 times  
a year 
depending 
on supplier 

On a 
continuous 
basis 

Everyday  

Number of times 
formal evaluation 
is conducted  

Every third 
year 

Quarterly on all 
suppliers and 
for main 
suppliers, bi - 
annually 

Once a year Monthly 

Supplier willing-
ness to improve 
on criteria to 
meet buyer’s 
specification 

Yes Yes Yes  

From your 
observation, does 
your evaluation 
of the supplier(s) 
help in achieving 
long-term 
performance? 

Yes Yes Yes Yes 

If your supplier 
evaluation does 
lead to long-term 
performance,  
how would you 
rate the long-term 
performance? 

Very 
important,  

because we 
have a very 
stable 

supplier 
base. 

We do see 
improved 
supplier 
performance 

  

Does your 
evaluation of 
your supplier(s) 
eventually lead to 
a better business 
relationship? 

Yes Yes Yes Yes 
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Table 7e: Responses from respondents 

QUESTION COMPANY Q COMPANY R COMPANY S COMPANY T 

Number of times 
informal 
evaluation is 
conducted 

 1 – 5 times  
a year  
depending 
on supplier 

On a 
continuous 
basis 

Everyday  

Number of times 
formal evaluation 
is conducted  

Every 
second  year 

Quarterly on all 
suppliers and 
for main 
suppliers, bi - 
annually 

Once a year Monthly 

Supplier willing-
ness to improve 
on criteria to 
meet buyer’s 
specification 

Yes Yes Yes  

From your 
observation, does 
your evaluation 
of the supplier(s) 
help in achieving 
long-term 
performance? 

Yes Yes Yes Yes 

If your supplier 
evaluation does 
lead to long-term 
performance,  
how would you 
rate the long-term 
performance? 

It is Very 
important, 
and enables 
us to rely on 
our suppliers 

 

Improved 
supplier 
performance 
and better 
compliance 

  

Does your 
evaluation of 
your supplier(s) 
eventually lead to 
a better business 
relationship? 

Yes Yes Yes Yes 
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Table 8a : Respondents’ academic backgrounds, number of years working, amount 

spent yearly on purchasing and total number of employees in company. 

 COMPANY A COMPANY B COMPANY C COMPANY D 

Number of 
Employees 

1100 ( 
locally) 

23000 5000 950 

Respondent’s  
Qualification 

MSc. 
Production 
Economics 

Masters in 
Mechanical 
Eng. 

Industrial 
Engineering & 
Management/ 
Financial 
Economics 

BSc. 
Manufacturing 

Respondent’s 
Job Title 

Director of 
Procurement 

Purchasing 
Manager 

Purchasing 
Manager 

Supply Chain 
Manager 

Respondent’s 
Years of 
Experience 

12 yrs. >20yrs 2yrs    11yrs 

Typical 
yearly 
amount for 
purchasing 

1.5 Billion 
SEK 

 2.5 Billion 
SEK 

 

Amount 
saved   in 
percent, due 
to  
performance 
evaluation 

none  3   > 5  

 

Notable cost 

savings due 

to Evaluation 

 YES YES YES 
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Table 8b : Respondents’ academic backgrounds, number of years working, amount 

spent yearly on purchasing and total number of employees in company. 

 COMPANY E COMPANY F COMPANY G COMPANY H 

Number of 

Employees 

1300  2000 3000 500 

Respondent’s  
Qualification 

BSc. 
Industrial 
Economics 

Masters in 
Supply Chain 
Management  

MSc. 
Production 
Engineering/ 

Management 

BSc. 
Manufacturing 

Respondent’s 
Job Title 

Manager of 
Procurement 

Purchasing 
Manager 

Director of 
Purchasing  

Supply Chain 

Manager 

Respondent’s 
Years of 
Experience 

17yrs. >20yrs 5yrs    12yrs 

Typical 
yearly 
amount for 
purchasing 

1.2 Billion 
SEK 

 1.8 Billion 
SEK 

 

Amount 
saved   in 
percent, due 
to  
performance 
evaluation 

none  3   > 5  

 

Notable cost 
savings due 
to Evaluation 

 YES YES YES 
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Table 8c :  Respondents’ academic backgrounds, number of years working, amount 

spent yearly on purchasing and total number of employees in company. 

 COMPANY I COMPANY J COMPANY K COMPANY L 

Number of 

Employees 

800  500 400 1000 

Respondent’s  
Qualification 

MSc. Supply 
Chain 
Management  

Masters in 
Logistics 

BSc. Industrial 
Engineering   

BSc. 
Manufacturing 

Respondent’s 
Job Title 

Director of 
Procurement 

Purchasing 
Manager 

Purchasing 
Manager 

Supply Chain 
Manager 

Respondent’s 
Years of 
Experience 

19yrs. >20yrs 7yrs    20yrs 

Typical 
yearly 
amount for 
purchasing 

1.7 Billion 
SEK 

 1.1 Billion 
SEK 

 

Amount 
saved   in 
percent, due 
to  
performance 
evaluation 

  3   > 5  

 

Notable cost 
savings due 
to Evaluation 

 YES YES YES 
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Table 8d : Respondents’ academic backgrounds, number of years working, amount 

spent yearly on purchasing and total number of employees in company. 

 COMPANY M COMPANY N COMPANY O COMPANY P 

Number of 
Employees 

820 2100 2500 2000 

Respondent’s  
Qualification 

MSc. 
Production 
Economics 

Masters in 
Mechanical 
Eng. 

MSc. Industrial 
Engineering & 
Economics 

MSc. 

Manufacturing 

Respondent’s 
Job Title 

Sourcing 
Manager 

Purchasing 
Manager 

Purchasing 
Manager 

Supply Chain 

Manager 

Respondent’s 
Years of 
Experience 

18 yrs. >20yrs > 20 yrs    12yrs 

Typical 
yearly 
amount for 
purchasing 

1.1 Billion 
SEK 

 1.5 Billion SEK  

Amount 
saved   in 
percent, due 
to perform-
ance evaluat-
ion 

  3   > 5  

 

Notable cost 
savings due 
to Evaluation 

 YES YES YES 
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Table 8e : Respondents’ academic backgrounds, number of years working, amount 

spent yearly on purchasing and total number of employees in company. 

 COMPANY Q COMPANY R COMPANY S COMPANY T 

Number of 
Employees 

500  3000 2000 1500 

Respondent’s  
Qualification 

MSc. 
Production 
Economics 

Masters in 
Logistics  

MSc. 
Industrial 
Management/ 
Financial 
Economics 

BSc. 
Manufacturing 

Respondent’s 
Job Title 

Director of 
Procurement 

Purchasing 
Manager 

Purchasing 
Manager 

Supply Chain 
Manager 

Respondent’s 
Years of 
Experience 

20 yrs. >20yrs >20yrs    20yrs 

Typical 
yearly 
amount for 
purchasing 

1 Billion 
SEK 

 1.8 Billion 
SEK 

 

Amount 
saved   in 
percent, due 
to  
performance 
evaluation 

none  3   > 5  

 

Notable cost 
savings due 
to Evaluation 

 YES YES YES 
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Table 9: The benefits of collaborative relationship to both buyer and supplier 

 

The buyer focuses attention on 

improving the relationship with key 

suppliers. 

The buyer will appoint a vendor 

manager to develop the relationship. The 

supplier will always know who to deal 

with in the buyer organization 

 

The supplier’s awareness of the buyer’s     

requirement will mean that the supplier 

is more likely to be successful in 

meeting in meeting them.              

The vendor manager will introduce the  

supplier to managers in the organization 

responsible for buying decisions. 

 

The supplier will be actively involved 

with the buyer in the quality 

improvement  process. 

The supplier will be kept informed of the 

buyer’s forward plans. 

The supplier should develop a high level 

of  trust and confidence in the buyer. 

The supplier will gain a much better  

 Understanding of the buyer organization 

and its needs. 

 

The buyer will benefit from the 

supplier’s expertise and innovation 

The buyer and supplier will set up joint  

 quality-improvement teams, that both 

parties will benefit from. 

 

 The supplier is likely to get more 

business from the buyer, as a preferred 

supplier. 

 

(The Charted Institute of Purchasing and Supply) 
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Table 10: The difference between transactional and relationship purchasing 

Transactional Relationship  

Focus on short, discrete purchasing Focus on supplier retention 

Short-term orientation Long-term orientation 

Arm’s length Closeness 

Simple buyer-seller relationship Complicated, including internal 

relationships 

Emphasis on price, quality and delivery 

in the offered product.  

No innovation 

Emphasis on improving price, quality, 

delivery and other factors, such as 

innovation design as a collaborative 

exercise between purchaser and supplier 

Moderate supplier contact High level of supplier contact, with each 

contact being used to gain information 

and strengthen the relationship 

Little sharing of information, 

opaqueness 

Significant sharing of information, 

including cost information; transparency 

Reverse auctions may be applicable Reverse auctions generally not 

applicable 

 

Lysons and Farrington’s (2006)       
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Fig. 7 Typical Supplier performance evaluation form 

SUPPLIER________________________       DATE________________________ 

Summary evaluation by department    Good    Satisfactory   Unsatisfactory 

Purchasing                                            ________     _________     __________ 

Receiving                                            _________    __________    __________ 

Accounting                                          _________    __________    __________ 

Engineering                                          _________    __________    __________ 

Quality                                                  _________    __________    __________ 

Performance factors___________________________________________________ 

Purchasing 

Delivery on schedule                          ________      __________       __________ 

Delivers at quote price                        ________       __________      __________ 

Prices are competitive                         ________       __________      __________ 

Promt and accurate with routine-       _________      __________      __________ 

 doccuments 

Anticipates our needs                         _________      __________       __________ 

Helps in emergencies                         _________       __________       __________ 

does not unfairly exploit a single- 

source position                                   __________        __________      _________ 

Does not request special consideration ________          _________       __________ 

Currently supplies price, catalogue, 

and technical information                      ________          ________          _______ 

Furnishes specially requested  

information promptly                          _________           ________           _______ 

Advices us on potential troubles          _________           ________           _______ 

Has good labour relations                   _________            ________          _______ 

 

Delivers without constant 

follow-up                                        _________          _________          _________ 

Replaces rejections promptly         ________            _________           _________ 
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Accepts our terms without 

exceptions                                   _________            _________             _________ 

Keeps promises                           _________            _________            __________ 

Has sincere desire to serve          _________            _________            __________ 

Receiving 

Delivers per routine instructions      _______            _________            _________ 

Has adequate delivery service          _______            _________            _________ 

Has good packaging                         _______            _________            _________ 

Accounting 

Invoices correctly                            _______             _________            _________ 

Issues credit notes punctually          _______            _________             _________ 

financial consideration                    _______              ________              _________ 

Engineering 

Past record on reliability of products   _______            _______               _________ 

Has techinal ability of difficult work    _______            _______              _________ 

Readily accepts responsibilities for 

latent deficiencies                               ________            ________            _________ 

Provides quick and effective action  

in emergencies                                     _______              ________             ________ 

Furnishes requested data promptly     ________             ________             ________ 

Quality 

Quality of material                              ________                ________            ________ 

Furnishes certification, affidavits, etc   _______               _________           _______ 

Replies with corrective action              _______                _________           _______ 

____________________________________________________________________ 

Source: (The Charted Institute of Purchasing and Supply) 
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