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Talouskasvu, globalisaation myötä kasvanut kilpailu, teknologian kehittyminen, 
tuotteiden lyhyemmät elinkaaret ja asiakkaiden kasvavat vaatimukset ovat ohjanneet 
yrityksiä keskittymään ydinosaamiseensa ja ulkoistamaan liiketoiminnan muita osa-
alueita. Ulkoistamisen myötä yritykset ovat entistä riippuvaisempia toimitusketjuistaan. 
Yritysten tulos on vahvasti kytköksissä toimittajien suorituskykyyn ja siksi toimittajien 
suorituskyvyn mittaaminen ja toimittajasuhteiden hallinta on kasvattanut tärkeyttään.  
 
Tämän pro gradu tutkimuksen tarkoitus on selvittää laadullisen menetelmän avulla 
miten toimittajien suorituskykyä voidaan parantaa suorituskyvyn mittaamisella ja 
toimittajasuhteiden hallinnan avulla sekä tunnistaa mitä eri osa-alueita toimittajien 
suorituskyvyn mittaamisessa ja toimittajasuhteiden hallinnassa pitäisi parantaa, jotta 
voidaan saavuttaa menestyvä toimittajakenttä ja varmistaa pitkäaikainen kilpailukyky. 
Tutkimus on toteutettu tapaustutkimuksena ja tutkimuksen empiirinen osio on 
toteutettu yhteistyössä case yrityksen kanssa. 
 
Empiirinen tutkimus osoitti, että toimittajien suorituskyvyn mittaaminen ja 
toimittajasuhteiden hallinta ja kehittäminen ovat edelleen kasvavassa roolissa. Vaikka 
toimittajien suorituskyvyn ja toimittajasuhteiden hallinnan tärkeys on yleisesti 
ymmärretty, niiden kaikkia osa-alueita ei vielä käytetä hyväksi parhaalla mahdollisella 
tavalla. Esimerkiksi toimittajamittariston, erilaisten pehmeiden mittarien ja toimittajien 
segmentoinnin hyödyntäminen toimittajien kehittämisessä on vielä verrattain matalalla 
tasolla
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Economic growth, the impact of globalization, increased competition, technological 
development, shorter product life cycles and growing customer demand has led 
companies to focus on their core competencies and outsource other business parts. 
Due to outsourcing companies are now more dependent on their suppliers. 
Companies’ performance and profit are strongly linked to supplier’s performance and 
hence importance of performance measurement and supplier relationship 
management has increased. 
 

This master’s thesis uses qualitative methods and aims to study how supplier 
performance can be improved by utilizing performance measurement and supplier 
relationship management and research and identifies what parts of performance 
measurement and supplier relationship management should be improved to enable 
succesfull supplier base and long-term competitive advantage. The study is 
conducted as a case study and the empirical part is carried out in cooperation with 
case company. 
 
Empirical part pointed out that the roles of supplier performance measurement and 
supplier relationship management are still growing. Although the importance of 
supplier performance and supplier relationship management are widely understood 
not all the powerful tools and aspects are yet fully exploited. For example, the 
utilization of supplier scorecards, various soft metrics, and supplier segmentation in 
supplier development are still in rather low level.  
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1 INTRODUCTION 
 

In the 1900s successful companies focused on owning their own supply chains and 

producing as much essential goods by itself as possible. This vertical integration was 

profitable in one-size-fits-all mass market where special customer needs were low. 

However, economic growth, the impact of globalization, technological change, shorter 

product life cycles, growing customer demand and ever-increasing competition have 

now forced companies to focus on their core competencies and outsource other 

business parts (Bhatnagar 2010, p.16-17; Krause et al. 1998). This has led to 

condensation of the buyer-supplier relationship and today companies are strongly 

connected to the performance of their supplier base (Krause et al. 1998.) 

 

Increased supplier dependency has forced companies to scrutiny closer their 

relationships with suppliers. According to Weele (2014, p.3) most of the companies 

spend more than half of their sales turnover on parts and services that are purchased 

from different suppliers. The great amount of money spent on purchasing and supply 

decisions puts a pressure to find the right supply strategy and constantly improve the 

performance of suppliers as they are the base for increasing company’s financial 

results and longtime competitive position (Weele 2014, p.3).  

 

The understanding of the importance of purchasing and supply decisions and supplier 

performance has led companies to apply performance measurement systems (PMS) 

and supplier relationship management (SRM) practices to their processes (Weele 

2014 p.151: Hardy 2017). According to Bourne et al. (2003) supplier performance 

system is a multidimensional set of performance measures which help companies to 

manage and plan their operations. Supplier relationship management is an approach 

to “manage and interact with suppliers in a way that maximizes the value of 

partnership, minimize risk and manage the costs”, (Weele 2014 p.151: Hardy 2017).   

 

Well-designed Supplier relationship management (SRM) include three aspects. 1. 

Supplier assessment, 2. Determining on what activities to engage with different 
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suppliers and 3. Planning and implementation of those determined interactions in a 

way that maximizes the value derived from the interactions (CIO Leadership, 2009). 

Supplier relationship management should normally be directed to suppliers that are 

identified as strategic suppliers and can offer competitive advantage through 

collaboration. However, it is not always clear on which suppliers’ companies should 

focus on and on which areas improvements should be directed (Hardy, 2017.) Due to 

companies’ limited resources, the resources must be allocated carefully to the right 

areas of improvement and to the improvement of the right supplier relationships (Talluri 

et al. 2010.) To create well-functioning and profitable relationships with suppliers, 

companies must have a clear and systematic plan for supplier development that is 

based on the company’s business priorities and business strategy (Friedl & Wagner, 

2012; CIPS N.d.).  

 

To meet the vision, it is important to use scientific decision making together with 

systematic criteria. Many companies still today have goals and plans to manage their 

supplier pool. However, often companies do not have credible supplier measurement 

processes and hence, cannot manage supply base in a credible, timely and effective 

way (Stork, 1998). One often used method for measuring and improving supplier 

performance is supplier score card (Doolen et al., 2006), that according to Stork (1998) 

should be a high priority in any purchasing organization. What is more, Cokins (2010) 

states that “The balanced scorecard is one of the underpinnings needed to complete 

the full vision of the performance management framework”. 

 

Despite the common understanding of the importance of supplier performance 

management and supplier relationship management, companies still struggle to build 

effective performance measurement systems and supplier relationship management 

operations. Yet many research has been made of supplier performance improvement, 

supplier performance systems and supplier relationship management, there is a need 

for further research to combine the different areas and understand the strong link 

between them. Competition will not be easier in the future. Thereby, it is important for 

companies to view the current state of supplier performance and supplier development 

regularly and make necessary improvements to answer the time’s needs.  



10 
 

  Theoretical framework 

 

The theoretical framework of this study contains views inside of supplier relationship 

management. When a company aims to develop its performance, they often collide to 

the fact that competitive advantage is not only gained through company’s internal 

capabilities, but through external resources ergo company’s supplier’s performance 

(Lewis, 1995). Hence, company must seek ways to improve supplier’s performance in 

order to increase their own competitiveness in the business markets. This study 

presents supplier performance development through two major themes. The first 

theme focuses on performance measurement. Performance must be measured to be 

managed and companies must understand the importance of measurement details and 

practices. The first concept is supported with presenting supplier performance 

measurement systems and organizational views (CSF’s and KPI’s), which guide the 

measuring. 

 

The second major theme focus on performance optimization and is supported with 

supplier relationship management practices such as supplier evaluation and supplier 

segmentation that help companies to evaluate the right development areas. According 

to Mettler & Rohner (2009) SRM is important factor in performance optimization and 

cost reduction. Both key concepts, performance measurement and performance 

optimization, are needed to gain full view of succesfull supplier development. Not only 

it is important to measure supplier’s performance but to direct right development 

actions towards right key suppliers. The aim of the study is to present the two key 

concepts individually but retain the important relationship between them throughout 

the study. The key concepts and their relationships are presented in the figure 1. 
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 Research questions and objectives  
 

In recent years companies’ knowledge of supplier relationship management, supplier 

development and supplier performance has expanded. Companies have realized that 

their performance is strongly linked to their suppliers’ capabilities. For example, 

Harland (1996) researched UK health care sector and stated that company’s suppliers 

have important part in serving the end customer. Hence, Effective supplier 

performance development is needed to improve capabilities and performance and 

answer to end-customers’ requirements. Current academic literature has extensively 

researched the topics of supplier performance, supplier relationship management and 

supplier development individually but focused on only certain aspects. For example, 

many research has been made of supplier performance measurement systems (e.g., 

Cousins et al. 2008; Maestrini et al. 2017), early supplier selection (e.g., Choy & Lee, 

2002; Bhutta, 2003) and supplier relationship management processes (e.g., Moeller et 

al. 2006; Lambert & Schwieterman, 2012). However, not enough research has been 

directed to relationships between supplier performance measurement, supplier 

relationship management and supplier development or linked them with other 

processes such as purchasing or supplier segmentation. 

 

Also, not enough research is done to understand how performance measurement 

systems and segmentation can help together to develop current supplier pool and be 

Figure 1. Conceptual framework 
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used as a benefit in supplier development. Many research focuses on creating 

mathematical models how supplier performance can be measured (e.g. Fallahpour et 

al. 2017; Kang & Lee, 2010), but lack of providing further information on how 

measurement results can help companies to direct consensus to right supplier 

relationships and how those relationships should be concretely developed. Also, more 

in-depth analysis is needed of succesfull supplier development and how different 

supplier relationships should be managed. Usually, companies have hundreds of 

suppliers and it is difficult and/or unreasonable to evaluate, measure and manage all 

suppliers in the same way.  

 

Understanding the whole picture requires deeper knowledge of SPM systems, supplier 

segmentation, supplier relationship management and performance management and 

development. Therefore, this master’s thesis focuses on creating a clear picture of 

supplier performance measurement and how it is linked to supplier performance 

management and supplier relationship management, especially to segmentation, 

through recent research. The study aims to provide insights of the important building 

blocks of supplier development and collect current knowledge of supplier performance 

measurement as well as supplier relationship management together. Whole picture is 

created by presenting the topics individually but keeping the connection between them 

by side throughout the study. 

 

More less, this study aims to clarify what are the supplier relationship management 

and performance measurement tools that should be used to help to develop company’s 

supplier performance measurement processes. Based on this master’s thesis study it 

should be possible to understand how performance management systems can be 

linked to supplier relationship management and how the combination can be used in 

developing collaboration with different suppliers. Also, after this master’s thesis study, 

it is possible to better understand how they can be used as a benefit when building and 

maintaining a successful supplier base. 
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The need for increase suppliers’ performance and manage supplier relationships in an 

effective way have led to identify the following research questions: 

 

RQ1 How supplier performance can be improved by utilizing performance 

measurement and supplier relationship management? 

 

 

RQ2 What parts of performance measurement and supplier relationship 

management should be improved to enable succesfull supplier base and 

long-term competitive advantage? 

 

 

 Definitions 

 

A performance measure = “a metric used to quantify the efficiency and/or effectiveness 

of an action” (Neely et al. 1995). 

 

Performance measurement = ”The process of quantifying the efficiency and 

effectiveness of action” (Neely et al. 1995). 

 

A performance measurement system = “set of metrics used to quantify both efficiency 

and effectiveness of actions” (Neely et al. 1995). 

 

Supplier relationship management = management process that is focused on 

maintaining and developing the relationships with suppliers (Lambert & Schwiterman, 

2012) 

 

Supply chain management = overall management processes related to purchasing, 

suppliers and serving the end customer (Chopra & Meindl, 2001, 12-13.) 
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 Structure of the study  

 

The structure of the thesis consists of six parts. Introduction is the first part, and it 

introduces the background of the study. Background of the study is followed by the 

study objectives and research questions which will guide the study. Theoretical 

framework is then defined to understand better the research environment. Also, 

introduction provides overview of this study’s key definitions and research limitations. 

After the introduction, literature review serves insights of current research of 

performance and measuring and supplier relationship management. These parts are 

built to gain information on research topics in theoretical level. Both parts will further 

provide answers for this study’s research questions. 

 

Fourth part concentrates on the empirical study. First, research methodology is 

presented with data collection method. Then the validity and reliability of the study are 

evaluated. The next part first presents the case company and then the research 

findings. These findings are discussed in the last part. Last part includes analysis of 

the research findings and recommendations for the future research. Also, the part will 

answer the research questions and base the answers for theoretical and empirical 

parts. The structure of the study is illustrated in figure 2. 

 

 

Figure 2. Structure of the study 

 

 



15 
 

 Limitations  

 

The master’s thesis study focuses on creating a clear picture on how supplier 

relationship management and supplier performance management system can be used 

to build stronger supplier base and how current supplier collaboration can be 

developed. However, the study does not give information on how the suppliers should 

be selected on first-hand or how they should be selected in the future. The master’s 

thesis study only aims to give instructions for how to improve the current supplier base. 

Also, the master’s thesis study is not a proposal or an action plan for companies on 

how a supplier should be switched to another or should a supplier collaboration be 

decreased or end. Either it is not a strategy for companies on how to create a supplier 

life cycle plan or how to manage supplier lifecycles.  

 

While the master’s thesis study aims to provide instructions on how collaboration can 

be developed with different suppliers, it does not indicate on what actions are the most 

profitable. The master’s thesis study is not a profit-maximising framework for 

companies, and it does not present the suggested supplier development actions in 

rank order. What is more, the master’s thesis study does not focus on separating good 

or poor suppliers and does not give advice for actions for every supplier individually. 

 

Also, the master’s thesis study will not focus on all the parts of supplier relationship 

management or segmentation, but only those parts that can help on developing 

supplier performance management system, supplier collaboration and supplier action 

plan for the future. Performance measuring processes can be divided into four 

categories, which are planning, implementation, usage, and maintenance. This 

master’s thesis will focus on the maintenance of the performance management 

system. Furthermore, the master’s thesis study does not focus on specific business 

area or business industry and should not be used as a general guideline for any 

business industry or area specifically.  
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2 PERFORMANCE AND MEASURING 

 

Performance is strongly linked to strategic management, economics, finance, 

performance management and accounting. It is an indicator for organizational 

effectiveness (Richard et al. 2009).  According to Richard et al. (2009) it is necessary 

to understand the difference between organizational effectiveness and organizational 

performance. Organizational effectiveness captures wider view of organizational 

performance and other external and internal outputs. Organizational effectiveness is 

not only connected to economic values such as return on investment, sales or 

shareholder return but can include other measures like corporate social responsibility. 

On the other hand, organizational performance focuses tighter on economic values 

and can be divided into three categories “(a) financial performance (profits, return on 

assets, return on investment, etc.); (b) product market performance (sales, market 

share, etc.); and (c) shareholder return (total shareholder return, economic value 

added, etc.)”.  

 

Yusoff et al. 2012 defines Performance as “the accomplishment of a given task 

measured against preset known standards of accuracy”. Similarly, Lönnqvist et al. 

(2006, s.19) summons business performance as the ability to reach the previously set 

goals. Goals are important part of any business complexity as they guide the actions 

and set targets for the business. Hence, business performance touches all the 

business parts from individual person to department and to whole organization 

(Lönngvist et al. 2006, 19). Today companies face a high expectation to deliver high 

standard products, service, distribution and partnering. To answer the expectations, 

companies must carefully evaluate and measure their own and their suppliers’ 

business performance. This helps companies to accurately assess and manage 

performance and increase competitiveness (Simpson et al. 2002.) Today virtually 

every company monitor and use business performance management system (BPMS) 

to ensure corporate’s strategy in all business levels (Landström et al. 2018). 
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 From an individual measure to performance measurement 

 

Changing business environment, for example increased competition, changing 

demand, technological change and globalization has forced companies to adapt to the 

surrounding world (Anderson & McAdam, 2004).  According to Okwo & Marire, (2012) 

data collection and measuring are important aspects of business activities as “they 

help to improve the performance of an organization so that it may better serve its 

customers, employees, owners and stakeholders”. Similarly, Melnyk et al. (2014) 

define performance measure as the instrument between metrics and efficiency and 

clarifies that metrics and performance measurement alone cannot enable companies 

to perform better but that they need to be paired with performance management 

system. What is more, Melnyk et al. (2014) reminds that a measure is only informative 

but a metric and metric sets are the next step tools to find the answers what is 

happening inside the business and what are desired and undesired outcomes of the 

business. Hence, a measure is the first form of metrics, creating effective metrics and 

performance measurement. Figure 3 illustrates the transformation from an individual 

measure to performance measurement system. 

 

 

Even though continuous development in challenging environment and performance 

management are now hot topics among managers and researchers, the early roots of 

performance measurement (PM) are not crystal clear. Gul (1983, p. 1-5) find 

measuring as part of accounting and explains that accounting’s early features can be 

Figure 3. The transformation from a measure to metric sets and performance measurement system 
(Adapted from Neely et al. 1995) 
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seen in ancient scripts and diary notes as early as 2,600 B.C. Euske et al. (2005) states 

that performance measurements have been developed in commercial organizations 

since the 16th century when Luca Pacioli introduced his ideas of three necessary 

aspects for operating a successful business in Summa de Arithmetica, Geometrica, 

Proportioni, et Proportionalita. The three aspects included an idea of well and 

systematically arranged affairs that enable understanding business “at a glance”. Also, 

according to McIntyre et al. (2001) the early steps of performance measurement were 

taken in the health care field in 1754 when Pennsylvanian Hospital started to collect 

patient outcome data and tabulated them by diagnostic groups.  

 

In the recent years, performance measurement has had a clear financial point of view. 

Researchers agree that the early roots of financial performance measurement, lie 

strongly in pyramid of financial ratios, introduced by Du Pont in 1903. Pyramid of 

financial ratios aimed to link different business level measures together and can best 

be described as an “hierarchy of ratios” which compares performance management 

activities against corporate performance objectives (Anderson & McAdam 2004; 

Walters 1997). Today performance measurement is understood as part of 

management control system and influence for behavioral change (Neely, 2002, 63). 

 

Despite the slightly unclear history, performance measurement’s birth is clearly based 

on need for understanding the business and adapting to the changes in business 

environment. Also, performance measurement and its history are strongly linked to 

performance management. According to Lebas (1995), “performance management 

precedes performance measurement and gives it meaning”. It must be paid an 

attention, that performance measurement and performance management must not be 

understood as the same. When performance measurement includes measures such 

as key success factors, measures that presents the past achievements and measures 

of input and output, performance management include training, teamwork, 

management style, dialogue, attitudes, and employee involvement (Lebas, 1995.) 

Thorpe & Holloway (2008, p. 103) summarizes performance measurement as 

“assessing, either quantitatively or qualitatively, the output of an activity or process” 

and performance management as the movement to “motivate behaviour leading to 
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improvement and innovation”. Hence, measurement is foundation for performance 

management, and it is difficult to imagine the exists of performance management 

without measurement (Lebas, 1995).  

 

According to Behn (2003) performance measurement is used to “evaluate, control, 

budget, motivate, promote, celebrate, learn and improve”. However, not all measures 

can be used for all purposes. Managers should define for which managerial purposes 

they want to use the measurements. After that the collection of performance measures 

can be selected. Performance measurement is important part of business 

management as the measurement is a way to express the important business 

processes and features for workforces and direct their consensus to those business 

parts that are critical for the company. For example, when high quality standards are 

critical success factors for a company, the workforces can focus on quality controls 

and active quality reporting. Quality controls and quality reporting then forces suppliers 

to actively observe and guard their quality (Lönnqvist & Mettänen, 2013, 11-12.) 

Boynton & Smud (1984) reminds that to be able to measure the performance, the 

critical success factors (CSF’s) must be determined. The critical success factors are 

pivotal features or processes for the specific organization, and those are the features 

to be measured and continuously monitored to achieve.  

 

Traditionally companies have been focusing on only financial performance measures. 

However, during the past few years the view is much criticized to be too narrow by 

focusing only financial measures such as economy (inputs) and efficiency (cost). 

Today, performance measurements are often divided into financial and non-financial 

performance measurement (Kloot & Martin, 2000). Mashovic (2018) even states that 

today’s effective performance measure system must include both aspects. Also, non-

financing performance measurements are now often seen more strategic in the long 

run than financial measures. Financial measures are based on the company’s financial 

statements. For example, financial measures are profitability, cash flow positions, 

return on investment (ROI), inventory turnover and budget vs. actual. Non-financial 

measures are customer satisfaction, product/service quality, market share and 

employee efficiently (Mashovic, 2018.) Also, performance measurements can be 
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divided into other measurement categories such as objective/subjective, 

lagging/leading, complete/incomplete, responsive/non-responsive, 

inputs/process/outputs, critical/non-critical and tangible/intangible (Kellen, 2003). 

Okwo et al. (2012) reminds that even organization uses different measures and 

categories, they must always be derived from the strategy of the company.  

 

 Performance management and performance management systems 

 

Among strategy alignment, change management, knowledge management, 

management of talent, competence management and strategy management, 

performance management is one of the subtitles of strategic human resource 

management (Viitala et al. 2011). Also, performance management (PM) follows 

performance measurement, and they complete each other (Lebas, 1995). While the 

history of performance measurement has many points of influence, performance 

management is more an extension for performance measures. Amaratunga & Baldry 

(2002) summarizes aptly that “Measurement is not an end itself, but a tool for more 

effective management”. Measures does not explain why something has happened or 

guide on how to react and hence, needs a management action around. According to 

Procurement Executives’ Association (1999) performance management is “the use of 

performance measurement information to effect positive change in organisational 

culture, systems and processes, by helping to set agreed-upon performance, goals, 

allocating and prioritising resources, informing managers to either confirm or change 

current policy or programme directions to meet the goals, and sharing results of 

performance in pursuing those goals”. 

 

Performance management is continuous process that aims to reach mutual strategic 

goals by utilizing both individuals’ and organizations’ performance by measuring, 

identifying, and developing (Aguinis, 2009, 5.) Bititci et al. (1997) views performance 

management process as a continuous loop, where performance measures provide 

information upwards and company’s business vision provide policies to follow 

downwards (see figure 4). The definition of performance management must be clear 

before implementing performance management system (Aguinis, 2009, 5.) Also, 



21 
 

researchers argue that performance management must be separated from 

performance appraisal, which is focused on employee performance and employee 

strengths and weaknesses and is often conducted once or twice a year by human 

resource group. Performance management is an ongoing process that has a strategic 

business consideration and is managed by managers (Aguinis & Pierce, 2008.) 

 

 

 

Figure 4. Performance measurement process is a continuous loop (adapted from Bititci et al. 1997) 

 

Performance management is said to use continuous constructive feedback and 

coaching as a benefit. Many have realized that especially coaching can be a powerful 

tool in improving productivity as it helps to see the connection between the job and the 

outcome. In a daily basis done coaching can challenge to see better abilities and raise 

confidence which together helps to reach the goals. The success of performance 

management lies in the management actions that lead to highly trained and motivated 

workforce (Latham et al. 2005.) According to Latham et al. (2005) the CEO of Hewlett-

Packard (HP) stated that stakeholders must be reminded regularly of how far they have 

gone from the beginning and how much closer of the goals they are.  

 

Today companies worldwide are familiar with the results that well-done performance 

management can offer. Benefits, such as performance improvement, information that 

can help to make decisions and develop employees, information that provides tips how 
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to allocate resources effectively, succession planning (prediction of future based on 

the past) and information on how to identify talent gaps are desired outcomes of 

performance management (Aguinis & Pierce, 2008.) However, performance 

management is not always easy to apply. According to Pulakos et al. (2019), 

performance management is a complex process that is built on different measure 

areas, theories, and research areas such as measurement theory, motivation theory; 

cognitive, clinical, social, and behavioral psychology; neuroscience; organizational 

development and change management. Companies implementing performance 

management can face challenges such as lack of management support, unclear 

objectives, or different infrastructure related problems (Ariyachandra & Frolick, 2008). 

Performance management implementation challenges all kind of businesses. For 

example, Buckingham & Goodall (2015) reported that Deloitte calculated that they use 

2 million hours annually on performance management processes. 

 

Performance system, Performance management system (PMS) and performance 

measurement and management system (PMM system) are partially overlapping terms 

for the performance management actions that are built above performance measures. 

These systems include performance measurement system and performance 

management system where measurement system focus on improving metric sets and 

improving the process and performance management system for analysing the data 

collected (Melnyk et al. 2014). Ferreira & Otley (2009) describe performance 

management system as “evolving formal and informal mechanisms, processes, 

systems, and networks used by organizations for conveying the key objectives and 

goals elicited by management, for assisting the strategic process and ongoing 

management through analysis, planning, measurement, control, rewarding, and 

broadly managing performance, and for supporting and facilitating organizational 

learning and change.” 

 

Performance management system is designed around the ongoing management 

actions that can be divided into six stages: (1) prerequisites, (2) performance planning, 

(3) performance execution, (4) performance assessment, (5) performance review, and 

(6) performance renewal and re-contracting. The first two stages focus on 
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understanding the job, organizations’ mission, strategic goals, and include employee-

manager discussion. An agreement is done regarding of what should be done and how 

it should be done. In third stage the development plan is followed, which was agreed 

on the two earlier stage. Performance is then evaluated and directed to supervisor in 

the fourth stage. This stage is based on collected performance information, such as 

peers or subordinates, and answers the question how the previously set goals are 

achieved. Finally, after performance assessment comes performance review which is 

a meeting to discuss the outcome and review it. This stage provides feedback. The 

final stage renewal and re-contracting allows people to make changes and set and 

adjust targets and goals according to the information gained from the other stages 

(Aguinis & Pierce, 2008.) 

 

Performance management systems can be created based on different fundamentals. 

McIntyre et al. (2001) identifies that performance management system often include 

process measures and outcome measures. Similarly, Aguinis & Pierce (2008) state 

that performance management system can focus on behaviour such as how the job is 

done, results such as what is the outcome regarding the measures or processes that 

emphasizes competencies and skills. Douwe et al. (1995) remarked that a consistent 

performance management system has a relationship with performance indicators (PI), 

for example: financial and non-financial, global, and local, internal, and external, 

organizational hierarchy and area of application. Also, PI’s should be well designed 

and should include target values and relationships with other PI’s.  

  

Correctly implemented, performance management system can provide improvements 

for many areas. Smither & London (2009, 6-7) introduces six purposes for performance 

management system that are initially found in 1989 by Cleveland & Murphy. The six 

purposes are: strategic, administrative, communication, developmental, 

organizational, maintenance and documentation.  
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 Supplier performance  

 

Supplier performance has a great role in company’s success or failure (Moczka et al., 

1993). Organizations’ competent supplier pool and functional relationships with 

suppliers should be seen as a necessary part of the aim of remain competitive. Only 

an organization that have an effective supplier pool that can offer needed parts at 

reasonable cost and time, can be successful in today’s highly competitive markets. 

Hence, it is important to create and maintain such a supplier pool, that can deliver 

excellent performance that meets the customer requirements (Hahn et al. 1990.) 

According to Cayer (1988), these supplier performance requirements should include 

at least four categories; aim for a perfect quality, aim to keep on the edge of newest 

technology, practising just-in-time manufacturing and delivery and providing services 

that are cost-competitive (Moczka et al., 1993). Today the criticality of effective supplier 

performance is even increasing when the number of suppliers is reduced, and the 

buying volume is shared among a smaller number of suppliers (Prahinski & Benton, 

2004). 

 

Suppliers must meet the performance requirements of the buying firm and managers 

must carefully determine development actions if supplier’s performance does not meet 

the expectations. Usually, organizations desire is to develop long term collaborative 

relationship with critical suppliers. However, supplier performance cannot be 

developed if supplier is not committed to the buying firm (Prahinski & Benton, 2004.) 

According to Moczka et al. (1993) many (US) companies have failed to introduce 

successful supplier performance improvement programs and thus, have lost 

competitiveness in the international business markets. To avoid poor or only average 

supplier performance, companies must implement more strategic and aggressive 

supplier performance and capability improvement actions. These aggressive 

approaches can be (1) active challenging and higher supplier expectations, for 

example higher price reductions (2) Combining purchase volumes and creating higher 

buying leverage (3) creating world-wide purchasing strategy and maximizing 

information share to gain benefits from centralized information from products design, 
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supplier performance information, suppliers, and worldwide market knowledge and (4) 

Involving key suppliers early to product design and development.  

 

Due to the high reliance of suppliers, there is an increased need to select, manage and 

assess suppliers and their performance. Today managers are implementing Supplier 

performance measurement systems (SPMS’s) to assess and monitor the performance 

of their supply base. A PMS can be described as a set of metrics that allows to measure 

both: action effectiveness and action efficiency (Neely et al., 1995), whereas SPMS 

can be defined as a set of metrics that allows to measure supplier’s actions 

effectiveness and efficient (Maestrini et al., 2017). The goal of SPMS’s is to achieve 

positive results on impacting quality, delivery, innovations, sustainability, and costs. 

Also, it must support company’s purchasing strategy and connect buyer-supplier 

relationship to business goals (Maestrini et al. 2018.)  

 

When evaluating suppliers and their performance, companies should often broaden 

their viewpoint. According to Kannan & Tan (2002) ´soft´ non-quantifiable selection 

criterions can have greater impact on buyer organization performance than ´hard´ 

quantifiable criterions. Soft selection criterions can include factors such as 

management compatibility, strategic direction of supplier and goal congruence, 

whereas the hard factors traditionally measure cost, quality, delivery reliability and 

performance history (Ellram, 1990). Even when many research indicate that soft 

factors have higher impact on buyer company’s performance, companies tend to hold 

higher the traditional hard factors. It is important to understand the difference between 

soft and hard selection criteria’s as the nature is difference. Traditional factors, such 

as delivery time and quality, can have impact on buyer firm’s product quality and 

service time. However, competitors might use the same supplier and gain the same 

advantages. Whereas soft selection criteria’s impact more on achieving goals together 

and by that soft criterions affect more on return on assets, market share and long-time 

strategic positioning (Kannan & Tan, 2018.) 
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 Critical success factors and key performance indicators 

 

“Critical success factors are those few things that must go well to ensure success for 

a manager or an organization, and therefore they represent those managerial or 

enterprise areas that must be given a special and continual attention to bring about 

high performance” (Boynton & Zmud, 1984). The critical success factors are as 

important as determining business goals. Goals will be the targets where operator 

wants to hit, when critical success factors are those actors, that have the most impact 

on whether the attempt will be successful or unsuccessful. Corporate level will 

introduce strategy and objectives from which the goals are derived. Goals help 

managers then to define critical success factors which are transformed to measures. 

(Bullen & Rockart, 1981.) Figure 5 illustrates the flow from corporate level strategy to 

critical success factors and to measures. 

 

According to Zwikael & Globerson (2006), Critical success factors (CSF’s) have been 

first introduced in 1961 by Daniel in his article Management Data Crisis in Harward 

Business Review. For a wider audience, the concept become familiar in 1979 when 

John Rockart started to use CSF’s to define CEO’s information needs and identified 

those 3-6 areas that are critical to the success of the business. Rockart viewed CSF’s 

as an information system methodology which highlighted both, set of CSFs itself and 

the performance measures that were derived from CSF’s (Boynton & Zmud, 1984; 

Zwikael & Globerson 2006). 

Figure 5. Hierarchy of management concepts (Adapted from Bullen & Rockart, 1981) 
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Critical success factors are relevant for all business areas. Leidecker & Brunu (1984) 

combined CSF’s and strategic planning while Davenport et al. (1998) introduced the 

importance of CSF’s in knowledge management. Recently Dayton (2001) linked CSF’s 

to total quality management and Ariyachandra & Frolick (2008) gathered most often 

used critical success factors in the field of Business performance management, which 

they find to be: Champion, management of resistance, management support, sufficient 

resources, team skills, user support, effective communication, clear link to business 

strategy, state of existing data management infrastructure and evolutionary 

development methodology. CSF’s are also relevant for the concept of performance 

measurement systems such as balanced scorecard. Balanced scorecards are used to 

measure supplier’s performance and CSF’S forces companies to examine their most 

critical measures and set of measures (Kaplan & Norton, 1992). 

 

Critical success factors must not be mistaken to key performance indicators (KPI’s) 

that are designed to all parts of an organization. Figure 6 illustrates the differences 

between key performance indicators and critical success factors.  Limited amount of 

CSF’s must always be determined to the specific environment. CSF’s must be 

determined and updated according to companies, industries, individuals, positions, 

particular circumstances, and environmental changes (Bullen & Rockart, 1981.) 

However, this individual and environment specific related description of CSF’s has 

sometimes been criticized to be too loose. Williams & Ramaprasand (1996) asked how 

CSF’s criticality is defined, who defines criticality, and can it be biased? To narrow and 

formalize the description of criticality they proposed a taxonomy of critical success 

factors, which aims to help classify CSF’s with four purpose related and three 

dichotomous attributes of criticality. The model can be used to ensure that company’s 

critical success factors are “unbiased and complete”.  
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Figure 6. Differences between Critical Success factors and Key Performance Indicators (Adapted from 
BSCdesigner) 

 

Today, many critical success factors are technology or information system related. For 

example, “Business performance management system needs to be understandable 

and not overly complex” is often used as a critical success factors in BPM. High use of 

information system related factors is understandable as today most data and 

information are communicated through information systems (Kellen, 2003). 

 

Unlike critical success factors, key performance indicators are specific values or 

characteristics that a company can really measure to view how their business goals 

are achieved. Key performance indicators support CSF’s and include stakeholders 

needs and organization’s expectations into the measures (Behari et al. 2018). 

According to Gunasekaran et al. (2004) Key performance indicators can be defined as 

“the performance indicators that have significant impact on the overall performance of 

an organization in the areas of strategic, tactical and operational planning and control.” 

Critical success factors are the base for defining key performance indicators and the 

real measures. Together the critical success factors and key performance indicators 

help company to achieve competitive advantage. When CSF’s are identified, company 

should examine their core capabilities and key performance indicators and compare 

them against business competitors. Key performance indicators are then used to 
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achieve the objectives of core capabilities. The connections between critical success 

factors, key performance indicators and core capabilities will help companies to gain 

competitive advantage (see figure 7) (Chen et al. 2017). 

 

 

 

KPI’s are often used to measure supplier’s performance. One of the most critical 

factors in supplier’s performance is the ability to deliver goods as requested. Delivery 

time has straight impact on end-customer’s satisfaction and hence it is important factor 

to measure. KPI On-time delivery (OTD) measures the completeness of the delivery 

and customer service level. Another KPI’s often used in measuring supplier’s delivery 

performance are quality of delivered goods, percentage of finished goods in transit and 

number of faultless notes invoiced. Also, especially in highly competitive industries, it 

might be a good idea to measure supplier’s flexibility to meet specific customers’ needs 

such as delivery times, customized packaging, or other specific delivery requests 

(Gunasekaran et al. 2004). Good practice is to divide business to appropriate sections 

Figure 7. Relationship between key performance indicators and critical success factors (adapted from 
Chen et al. 2017) 
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and assign KPI’s to each section (Velimirovic et al. 2011). Figure 8 presents an 

example of CSF’s and KPI’s in bigger picture. 

 

 Good measurement practices 

 

To success in business world, company should collect information that will help them 

to run the business. Not only the right things must be measured, but the measures 

must be carefully designed, and they must be applied correctly (Jenkins, 2012, 4-5). 

In addition, according to Iloranta & Pajunen-Muhonen (2008, 435) good measurement 

system can be built on top of five basic principles: 

 

- Measures should have a clear link to company’s business goals and business 

strategy 

- Measures are simple and easy to understand 

- Measures are not too narrow 

- Measures are followed in every level of organization 

- Measures are used for continuous improvement 

 

The most important measure characteristics are validity, reliability, relevance, and 

practicality (Lönnqvist & Mettänen, 2003, 34-35). Validity refers to the ability to 

measure the critical factors, that company aims to measure. Thus, measures must 

include all the aspects that company aims to measure and eliminate all irrelevant 

aspects. Measures must also provide reliable outcome. Company must use measures 

Figure 8. Example of CSF’s and KPI’s 
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that are consistent and accurate without any errors. A measure must be relevance and 

align with success factors. Company should abandon those measures that will not 

follow their strategy – thus a measure is not relevance and hence should not be used. 

Also, company should not use measures that are unpractical. If the measures are 

complex and require too much resources (e.g., money, time), they are not practical. 

Good measures have high quality/price ratio and does not spend too much resources 

but provides enough value. (Lönnqvist & Mettänen, 2003, 34-35; Aguinis, 2009 19-22). 

 

 Performance measurement process  

 

Gunasekaran et al. (2004) states that “Performance measurement and metrics have 

an important role to play in setting objectives, evaluating performance, and determining 

future courses of actions”. Hence, companies must carefully view their performance 

measurement process to ensure the best possible outcome. The process of measuring 

the supplier performance contains at least four main stages: measurement design, 

measurement implementation, performance utilization and measurement maintenance 

(Lönnqvist & Mettänen, 2003, 11-12). Similarly, Gordon (2005) finds seven step 

performance measuring process that highlights more closely the individual process 

parts. The steps are supplier performance goal alignment, determining the evaluation 

approaches, information collection method development, assessment system 

development, implementation of performance assessment system, feedback and 

producing results (see figure 9).  

 
Figure 9. Supplier performance measurement steps (adapted from Gordon, 2005) 
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According to Gordon (2005) the first step is to follow company’s business strategy and 

make alignments with those suppliers that have a similar way to improve performance. 

For example, Lean practising company should normally have key suppliers that have 

also adopted Lean thinking. This synchronization helps to sharpen the common goals 

and understanding and have positive impact on cost, quality, and delivery. Next steps 

are selecting the areas that are to be evaluated and then develop the method on how 

to collect the needed information. The selected areas can cover operational 

performance metrics, business process and practices, cultural and behaviour factors, 

and risk factors. The most important indicators for evaluating long-term partners are 

financial health indicators such as sales, profitability, and liquidity. Also, all the areas 

(financial health, operational performance, business process and practices and 

behaviour and cultural factors) include risks that companies must carefully evaluate.  

Risks can include for example leadership commitment, currency exchange, trade 

relations, shipping or how supplier manages its own supplier base and what processes 

they have. 

 

The different data areas must be collected from different sources. The important 

financial health indicators can be gathered from official reports, banks and trade 

references or they can be asked from suppliers. Operational performance metrics such 

as on-time delivery, quality, lead times, responsiveness, inventory turns, and customer 

service call responsiveness can be gathered from own or supplier enterprise system 

or through satisfaction surveys. Business processes and practices, which means 

practise-based information on how supplier can satisfy end-customer and how the 

suppliers’ business is ran, can be obtained through questionaries or by visiting supplier 

site. Last, behaviour and cultural factors, such as customer focus, agility, continuous 

improvement, and teamwork can be evaluated through high performance business 

processes; Six Sigma, Lean or the Malcolm Baldrige National Quality Award criteria. 

Data sources are presented in table 1. Due to the high number of suppliers and limited 

resources, companies often face challenges in developing accurate collection method 

and lack of gathering the necessary data. Often questionnaires are not well designed, 

or inputs are invalid and comes from too few sources. To ensure rich and accurate 
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data, companies should always aim to create holistic view and show supplier 

performance to supplier relationship managers. Also, companies should give suppliers 

access to view their own performance. This helps to increase transparency, 

collaboration, and reliability (Gordon, 2015.) 

 

Table 1. Data sources (adapted from Gordon 2015) 

 Data Sources 

 
ERP 
system 

Credit 
reports Supplier Surveys 

Site 
visits 

Aspects of supplier performance 
evaluation           
Financial health           
sales   x x     
profitability   x x     
liquidity   x x     
Operational performance           
on-time delivery x   x x   
quality x   x x   
lead times x   x x   
responsiveness x   x x   
inventory turns x   x x   
customer service call response 
time x   x x   
Business process and practices            
How supplier runs it business and 
provides products and services as 
customer requirements       x x 

 

Fourth step is to choose the approach which is used to evaluate the suppliers. Many 

companies choose to define Key Performance Indicators (KPI’s) and develop 

scorecards (one kind of performance measurement system) but also third-party 

standards such as ISO 9001 are in use. Other options are to compare the performance 

against industry leader performance, use “best practises” such as Malcolm Baldridge 

National Quality Award criteria or develop own criterial. Mix of these approaches also 

exists. Approach should be chosen to support company’s market position, culture, and 

business strategy. Successfully chosen approach include metrics that are relevant for 

the company and its business and metrics that are well known best practices and are 

commonly acknowledged. The challenge is to gather relevant data that have a 
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purpose. Often companies tend to gather data that has been gathered “always” even 

the information would not be relevant for today’s business strategy and performance. 

(Gordon, 2015.) 

 

Fifth step is to deploy the system. This step requires IT-knowledge, specific subject 

matter expertise and survey instrument development expertise. Many times, the 

required data used for evaluation must be collected from different sources and 

systems. Commonly companies must develop their IT infrastructure to link together 

the mass of information from the different sources. In addition, implementation of the 

performance measurement system can require re-training and deep knowledge of 

measurement methodologies. For example, data collected through supplier site visits 

or audits often require employee training and team that understand processes of both 

sides. (Gordon, 2015.) 

 

Common understanding and easy communication help also with the last two steps of 

supplier performance measurement process, giving feedback and producing results. 

After performance evaluation and performance system implementation, performance 

report must be clearly communicated to supplier. Feedback must be followed with 

dialogue of the results and followed with plan of improvements. At least continuous 

two-way flow of information must be held high with the most important suppliers. 

However, company cannot wait for development actions from any of its suppliers 

without clearly communicating performance results and future expectations. Later, 

companies need to follow the new action plans and track the performance to view how 

actions have impacted to supplier performance (Gordon 2015.) 

 

 Performance measurement systems 

 

The term business performance measurement (BPM) system is well researched and 

widely used, but often loosely defined (Franco-Santos et al., 2007). According to Bititci 

et al. (1997) performance measurement system is “the information system which is at 

the heart of the Performance Management Process and it is of critical importance to 

the effective and efficient functioning of the Performance Management System (PMS).” 
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Kellen (2003) describes that “a typical performance measurement system helps 

businesses in periodically setting business goals and then providing feedback to 

managers on progress towards those goals”. Supplier performance measurement 

system (SPMS) will follow the idea but focuses on supplier performance measurement 

systems.  

 

General Motors and DuPont were the first to introduce performance measurement and 

financial based measures (return on investment) (Bourne et al. 2000). At first 

performance measurement systems focused mostly to measure financial factors but it 

is now recognized as a system that considers other business characteristics too 

(Franco-Santos et al., 2007). In the 1970-1980’s used accounting measures were 

criticized to be updated due to their backward-looking nature and this generated the 

idea of future looking multi-dimensional performance measurement frameworks. 

(Bourne et al. 2000). Kaplan & Norton (1992) introduced the balanced score card, 

Lynch & Cross (1995) followed with performance pyramid and Neely et al. (2002) with 

performance prism. However, even today companies have often challenges to widen 

their narrow and uni-dimensional historic view of performance measurement system 

(Neely et al., 2002). 

 

According to Maestrini et al. (2018) SPMS can be divided to four stages: design, 

implementation, use and review. He then states that SPMS implementation in all the 

stages will have a positive impact on supplier performance such as cost, quality, 

delivery, and sustainability. BPM systems include sentiments from operations, 

strategic control and management fields and can be used as a management tool that 

provide information for strategic, tactical, and operational management levels (Bititci 

et al. 1997). According to Franco-Santos et al. (2007) BPM system has two necessary 

elements “performance measures” and “supporting infrastructure”, and one goal “to 

measure performance”. This can be achieved when BPM system will include soft 

factors as culture, behaviour and attitudes and hard factors as use of information 

technology, responsibilities and reporting structure (Bititci et al., 1997). However, it is 

not possible to clearly state the exactly measures that must be included in BPM system 

definition (Franco-Santos et al. 2007).  
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As mentioned, supplier performance can be measured with different performance 

measurement systems such as success dimensions, performance prism or balanced 

scorecard (Phillips 2007). Also, operation management literature recommends 

comparing supplier measurement against their own historical performance, 

“appropriate” level, competitor’s performance, or absolute performance (Giannakis, 

2007). Over time different frameworks and reference models have been build up to 

help organizations to measure organizations strategy. In addition to the mentioned 

performance measurement systems, well-known frameworks and reference models 

are at least Economic Value added, Activity-based costing, Quality management, 

Customer Value analysis, Action-Profit Linkage Model, Supply chain management and 

New product development (Kellen, 2003.) Also, some companies follow national 

certifications e.g., ISO9000, Six Sigma or statistical process control to evaluate 

suppliers, yet it can lead to situation where suppliers have the same standards, and 

they cannot be then easily compared against each other (Simpson et al. 2002; 

Hietschold et al. 2013). Figure 10 presents the performance measurement system’s 

place in the continuum of improving suppliers’ performance. 

 

 

Figure 10. Performance measurement system’s position in the performance measurement process 
(Adapted from Gordon, 2005) 

 

According to Bourne et al. (2000) the design of today’s performance measurement 

systems can be divided into three phases, the design of the performance measures, 

implementation, and the use. The first stage includes also identifying the key objectives 

and designing the measures. Ghalayini and Noble (1996) identified the advantages 

that the new performance measurement systems can provide compared to the old 

financial measures focused systems. These new performance measurement systems:  
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- Are based on strategy  

- Are accurate and simple to use  

- Have a goal to improve performance (vs. traditional goal to assess 

performance) 

- Can change over time and needs 

- Support continuous improvement 

 

Also, Stork (1998) finds three characteristics that a good supplier scorecard should be: 

credible, effective and on-time. The data measured should be objective and credible 

and measurements should be analyzed right after the measurement period ends. For 

high-volume suppliers’, measurements can be communicated daily or weekly, but they 

should be communicated at least on monthly basis. Last, supplier scorecard should be 

effective in a sense that only those few characteristics should be measured that are 

important to the end-customer. (Stork, 1998.) 

 

It is not always clear what supplier performance measurement system is as “standard 

score card” does not exist. Some even see scorecard only as feedback mechanism. 

Also, it is not always clear what supplier scorecard should be measuring. A totally new 

supplier scorecard can be developed around delivery and quality measurements. Only 

after delivery and quality measurement are solved, company should set new 

measurements for suppliers (Stork, 1998). However, performance management 

system can best be defined by answering question “where does the executive team 

want the organization to go?” (Cokins, 2010.) The pressure to stay competitive and 

gain competitive edge is high, particularly with manufacturing organizations. Also, 

especially many lean and just-in-time (JIT) companies have noticed that the 

relationships with suppliers are critical and hence, strong relationships must be 

generated with those suppliers that support the buying firm’s business priorities the 

best. However, this kind of relationship building requires good supplier measurement 

system (Doolen et al. 2006.) With different words, firms plan and goals to improve 

supplier performance are only good intensions without active measurement process 

(Stork, 1998).  
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 Examples of performance measurement systems 

 

One strategic planning tool for companies is supplier scorecard, or balanced scorecard 

(BSC), that is generated for supplier performance improvement (Philips, 2007). Among 

the frameworks, balanced score card is probably the best-known performance 

measurement framework. It was first introduced in 1992 by Kaplan and Norton but is 

now widely accepted by other researchers (Phillips, 2007). Today, Balanced score 

card is utilized well among Fortune 1000 companies, but even in 1996, researches 

indicated that those organization that used balanced performance system in their daily 

routines, performed better than the organizations which did not use balanced 

performance system in a daily basis. (Neely et al., 1995; Kellen, 2003; Neely, 2002, 

147-148; Lingle & Schiemann, 1996.)   

 

Balanced scorecard is based on business strategy and vision. The performance 

measurement system focuses on four perspectives, financial perspective, internal 

business perspective, innovation and learning perspective and customer perspective. 

The four perspectives aim to provide “balanced” view of company’s internal and 

external measures (see figure 11). Balanced scorecard is not a one size fits all pre-

filled template but rather it forces companies to identify their vision and strategy and 

then understand what the critical success factors for each of the balanced perspectives 

are. Critical success factors will then guide companies to determine their critical 

measurements for the four perspectives (Kaplan & Norton, 1993.) Some research has 

recommended to add corporate social responsibility as a fifth perspective 

(Thanaraksakul & Phruksaphanrat, 2009). Doolen et al. (2006) identifies two key 

reasons for using supplier scorecard: it forces buying firm to search and identify the 

supplier performance metrics that are the most important for their business and helps 

to evaluate supplier’s performance against the important criteria’s.  
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Figure 11. Example of balanced scorecard (adapted from Kaplan & Norton, 1992) 

 

In 1989 Keegan et al. introduced another performance management system known as 

Performance measurement matrix (PMM) (see figure 12). The model pays attention to 

different performance dimensions and employee generic terms (internal, external, cost, 

non-cost) and aim to help companies to identify their strategic goals. The strategic 

goals are then being turned into performance measures (Sorooshian et al. 2015). PPM 

has been criticized to not give as balanced view as the balanced score card and 

forgetting customers or human resources from the performance dimensions (Striteska 

& Spickova, 2012). Also, it does not notice the relationships between the business 

dimensions (Bititci, 2015, 254-255). More less, the benefits lie in clear development 

processes and detailed view of how the measures should look like (Striteska & 

Spickova, 2012). Also, the framework is easy to understand and simple to use. (Bititci, 

2015, 254-255). In 1991 the original performance measurement matrix got extended 

by Fitzgerald et al. who tried to patch the criticized aspects with their Result and 

Determinant model (Striteska & Spickova, 2012).  
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Figure 12. The performance measurement matrix (adapted from Bititci, 2015, 254-255) 

 

Second generation performance management system called Performance prism was 

introduced in the early 2000s by Neely et al. Its purpose is to help to choose the right 

measures for the company and recognize key business issues. The name of The 

Performance Prism comes from the five interrelated facets which all will ask critical 

questions and guide to develop scorecard for today’s business environment (see figure 

13) (Neely et al. 2001). The facets draw a base of the performance prism: stakeholders 

are important building material for competitive advantage and long-term success and 

hence companies must be aware of their stakeholders and their needs (Cengic & 

Fazlic, 2008). 

 

Figure 13. The performance prism (adapted from Neely et al. 2001) 
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The five facets of performance prism are: 

(1) Stakeholder satisfaction, which aims to define important stakeholder and their 

needs 

 (2) Strategies, which focus to answer what is the right strategy to ensure stakeholders 

satisfaction  

(3) Processes, which include new product development, demand generation, demand 

fulfill and enterprise planning and management, which aim to recognize the important 

processes that supports strategy and its implementation 

(4) Capabilities, which define the needed people, practices, technology, and 

infrastructure to operate the processes 

(5) Stakeholder contribution, which reminds that organizations and stakeholders have 

a special relationship that will deliver value as a trade-off of given value.  

 

According to Neely et al. (2001), Performance prism is not a prescriptive measurement 

framework but rather a powerful framework or tool that will have an impact on 

management’s thinking by highlighting the important details with critical questions. The 

advantages of performance Prism are its strong focus to all stakeholders such as 

customers, employees, suppliers, investors, legislation bodies and communities. Also, 

it views the complexity of today’s business environment and the different aspects to 

understand it (Cengic & Fazlic, 2008). 

 

 Challenges of measurement 

 

Performance measurement has been hot topic since Johnson and Kaplan (1987) 

introduced their book Relevance Lost – The rise and fall of management accounting. 

Today, companies all over the world and industries understand the importance of 

measurement and performance management (Bititci, et al. 2012). Despite the strong 

recognition of measurement importance, companies face often challenges regarding 

measuring. According to Kellen (2003) the challenges may vary across wide range of 

topics for example issues might include data quality and management problems, 

information system problems, lack of connection to business strategy, metrics defining 
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process problems, analytical skills challenges, and problems regarding the formation 

of strategy and executing the business strategy. Performance measurement might be 

time consuming and expensive too (Ankrah & Proverb, 2005). More less, Cain (2004), 

who researched performance measurement implementation in construction industry, 

argued that performance measurement might reveal embarrassing truth about the 

performance and might by that decrease the will to measure. 

 

One of the first complex challenges might be deciding the suitable measures and 

measurement approach. Kellen (2003) describes that the field of study might be too 

wide and challenging to separate the suitable approaches for a company and situation. 

According to Ankrah & Proverbs (2005) it is widely accepted that “one-fits-all” 

framework does not exists and rather companies should focus on choosing the 

measures that are aligned with their own purpose of measuring. Carefully chosen 

metrics help companies to survive from many unintended and unanticipated 

consequences. Hauser & Katz (1998) state that a firm becomes what it measures and 

introduces seven pitfalls to avoid. According to them wrong measures and measuring 

related actions will have negative impact on decision making and long-term profit.  

 

First two “pitfalls” of measuring supplier performance are connected to rewards and 

future. The first one is delaying rewards. Most often companies are long-term 

orientated whereas employees tend to be more short-term orientated due to the nature 

of changing business environment. This creates conflict when companies introduce 5- 

or 10-year plans and rewards for reducing lifetime product costs. Employees will adjust 

to the situation and make short-term decisions for long-term goals to achieve their 

bonuses today. However, those decisions might not be the right ones for the company 

from long-term perspective. To avoid this company should favor measures that will 

have positive impact on the future, but which can be measured now. The second 

“pitfall” is to reward individual employees for completing projects that they choose on 

depending how risky the projects are. Often this leads employees to complete less 

risky projects to ensure the reward. However, completing processes that are evaluated 

to be riskier, can have higher reward for the company. Not only company can avoid 
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this risky reward “pitfall” by rewarding more on completing risky projects but reward 

smaller amount for completing regular projects (Hauser & Katz, 1998.) 

 

The next two pitfalls of measuring supplier performance are choosing the metrics too 

hard to control and choosing unclear goals. Metrics must be defined in a way that 

parties linked to the metrics can truly influence them. For example, door making team 

in car factory has only little impact on car sales but can probably impact more on the 

time it takes to make the car door and deliver the car further on the production line. 

The goals are important, and companies must measure the right matters (Hauser & 

Katz, 1998.) Companies should avoid too clear or strict measures too. Shareholders 

are often interested in company’s financial performance. This can lead to managers to 

pay too much attention to only financial information (Phusavat et al. 2009). Measures 

should be reasonable and follow the purpose on why to measure. Sometimes, 

companies get lost with the real goal. Figure 14 represents that a good guideline is 

that chosen metrics must not have straight impact to the goals but should lead on 

actions and decisions that finally lead to the goal (Hauser & Katz, 1998.)  

 

Figure 14. Good metrics lead to good actions and decisions (adapted from Hauser & Katz, 1998) 

 

Fifth pitfall of measuring supplier’s performance is choosing the wrong metrics. Many 

companies seek to design precise and easily measured metrics. Metrics that can be 

accurately measured might lead the company to wrong tracks. For example, metrics 

designed for phone customer service such as time spend in the queue before call is 

answered or the number of calls answered per hour are easily measurable. However, 

they can lead employees to answer and end the calls quickly. For measurement point 

of view it seems that employee reaches the goal - answering many calls in fast time, 

but from a customer satisfaction point of view it might be a different case (Hauser & 

Katz, 1998.) 
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Last two pitfalls to avoid in measuring supplier performance are underrating employees 

and thinking too narrowly. Metrics should be smart and guide from solving the problem 

to prevent the problems. Companies should not release metrics that will require too 

much work from the employees or at least employees should get a reward from the 

extra work. Often companies release metrics that include heavy data collection, yet 

metrics should make employees work smarter, not to work harder. (Hauser & Katz, 

1998.) Gordon (2015) too warns about heavy data collection and mentions that 

companies often collect data only for to collect data. Another challenge is that 

companies collect data that they have been collecting historically, not the data that 

would best support their business strategy and measurements. 

 

Occasionally supplier performance measurement challenges can be rather small. 

Performance information, vocabulary and dimensions must be clear for all parties. For 

example, issues may occur when parties do not have the same understanding from 

how revenue is calculated or what is meant with the term labor (hours, persons, or 

dollars) or maintenance (hours, time, dollars, or persons) (Phusavat et al. 2009). Also, 

sometimes management lacks giving attention for performance measurement. 

According to Kurstedt (1992) this can be a result from too wide information and 

experience reliance. This might become an issue when at times managers tend to trust 

more on previous experience rather than measured performance information 

(Phusavat et al. 2009). More less, today the word is facing new natural and business 

challenges and companies must adapt to the surrounding world and changes. 

Increasing challenges such as rapidly developing technologies, globalization and 

changes in trade barriers requires new orientation from companies. Also, 

environmental crisis, sustainability and global warming will have an impact on supplier 

performance, supplier relationship management and measuring (Bititci, et al. 2012).  
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3 SUPPLIER RELATIONSHIP MANAGEMENT 

 

According to Mettler & Rohner (2009) Supplier relationship management is an 

important factor in cost reduction and performance optimization in industrial 

enterprises. Supplier relationship management is a crucial part of supply chain 

management and it is consisted of supplier selection / evaluation, supplier 

segmentation and supplier development (Rezaei et al., 2015). Competitive pressure, 

sustainability and risk aspects, cost efficiency ambitions, desire to increase cost 

competitiveness and need for developing close relationships with key suppliers and 

maintain access to key expertise are reasons for why supplier relationship 

management has become critical process part for companies (Lambert & 

Schwieterman, 2012). However, the idea of examining supplier relationships is not 

new. Already in 1980 Michael Porter noticed the connection between supplier 

management and firms’ competitive advantage. He commented arms-length supplier 

management as follows “In purchasing, then the goal is to find mechanism to offset or 

surmount these sources of suppliers’ power. ...Purchases of an item can be spread 

among alternate supplier in such a way as to improve the firm’s bargaining power.” 

 

 Traditionally, in 1970’s arm-length relationships with all suppliers were widely 

accepted. Close relationships, collaboration, commitment and “partner model” 

relationship with suppliers were introduced successfully by Japanese companies (e.g., 

Toyota), and it forced other companies to scrutiny their supplier relationships again. 

However, either arms-length model or partnership model cannot fit to all situations. 

Rather companies should think their current business strategy, analyze, and segment 

suppliers strategically and mirror supplier’s ability to contribute company’s core 

competencies and increase competitive advantage (Dyer et al. 1998).  

 

Today, the overall management processes related to purchasing, suppliers and 

serving the end customer are called Supply chain management (SCM). Successful 

supply chain management requires integration of all supply chain activities. Supply 

chain management consist of three macro process: Customer relationship 

management (CRM), Internal supply chain management (ISCM) and supplier 
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relationship management (SRM) (see figure 15) (Chopra & Meindl, 2001, 12-13.) Also, 

according to Lambert & Schwieterman (2012) each macro process can be divided into 

strategic sub-processes and operational sub-processes.  

 

 

Strategic sub-processes are a) corporate reviews, marketing, manufacturing, and 

sourcing strategies, b) identifying criteria for supplier categorizing, c) providing 

guidelines for the degree of customizations in the product/service agreements, d) 

developing frameworks for metrics, e) developing guidelines for sharing process 

improvements benefits with suppliers.  

 

Operational sub-processes are a) supplier differentiation, b) preparing supplier 

segment/management team, c) Internal supplier/supplier segment review, d) 

identifying opportunities with suppliers, e) developing product/service agreement and 

communication plan, f) implementing product/service agreement and g) measuring 

performance and generating supplier cost/profitability reports. 

 

All the firm’s supply chain related processes can be divided into these three macro 

processes. Also, all the processes have close relationship with IT and could not be 

Figure 15. Supplier relationship management framework 
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successfully operated without a good IT system. Good IT system helps with the 

collection and analyzing of the data. Decisions that will increase supply chains 

profitability can be better made with the help of IT (Chopra & Meindl, 2001, 12-13, 498.) 

 

 Defining SRM 

 

 According to Tan et al. (2002) supplier relationship management is a “strategic tool for 

firms striving to improve quality, customer service and competitive success”. Also, 

Lambert & Schwiterman (2012) define supplier relationship management as a 

management process that is focused on maintaining and developing the relationships 

with suppliers. Supplier relationship management can be divided into three phases: (1) 

Out-supplier management, (2) In-supplier management and (3) In-supplier dissolution 

management. Out-supplier management focus on evaluating and acquiring those 

suppliers that have not yet relationship with the company. With Out-supplier 

management company can try to confirm that they have the best supplier pool available 

on the market. In in-supplier management company manages, maintains, and 

develops relationships with current suppliers. This phase can also be divided into four 

subphases, set-up management, development management, contract management 

and disturbance management. Finally, in In-supplier dissolution management 

company concentrates on managing the end of supplier relationship. (Moeller et al. 

2006.) 

 

 Suppliers are said to be company’s external resources. Svensson, (2000) and 

Christopher et al. (2002) underline that due to increased outsourcing, supply chains 

have become more dynamic and uncertain and by that more vulnerable. Not only 

companies are more dependent on their external resources due to increased 

competition but due to reduction of supplier base (Simpson et al. 2002). Management 

of supplier relationships is the link between internal organization and the external 

resources and have a critical role in defining the success of the outsourcing activities 

(Salmi, 2006). Thus, supplier relationship management is crucial for building long-term 

relationships and long-term success (Simpson et al. 2002) and hence, supplier 
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relationship management is an important business process for every company.  

 

Supplier relationship management is described as “the process of engaging in 

activities of setting up, developing, stabilizing and dissolving relationships with in-

suppliers as well as the observation of out-suppliers to create and enhance value within 

relationships“ (Moeller et al., 2006.) Interactions with suppliers and supplier 

relationship management are key to service success as well as cause for service 

failures. Similarly, according to Grönroos (2011) value for the customer does not 

emerge from one resource but rather the value is delivered through all supplier 

interactions. However, it must be noted that not all supplier interactions will deliver 

desired value. Companies should always follow their business strategy when 

performing supplier relationship management (Watts et al. 1995). For example, while 

arm-length relationship is suitable with some suppliers, others should be viewed as 

trusted partners (Moeller et al. 2006). Dyer et al. (1998) agrees that company should 

build close relationship with only carefully selected suppliers and keep up traditional 

relationships with others. 

 

The efficiency of interactions with suppliers is the heart of Supplier relationship 

management. Supplier relationship management is formed from different aspects, 

purchasing strategy, supplier selection, supplier development and collaboration. (Park 

et al. 2010). In addition, Chopra & Meindl (2001, 13) lists SRM to include supplier 

evaluation and selection, negotiations of the supply terms such as pricing and delivery, 

communication with the supplier and sharing the supply plans and demand forecasts. 

According to Mettler & Rohner (2009) the goals of all the SRM practices are: 

 

(1) Increase effectiveness of sourcing processes  

(2) Improve the quality of information, products, services, and employee capability 

related processes  

 

Often the supplier relationship management process has two parts, strategic process, 

and operational process. In the first part management will define which suppliers are 
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critical to the company and provide information on how the relationships should be 

maintained and developed. This part is managed by senior executive and managers 

from different business divisions such as marketing, purchasing, financing, research, 

and development etc. Second part concentrates on operating the processes in a daily 

basis and is managed by ‘supplier teams’. Each supplier team is responsible on for 

one key supplier and supplier segment (Lambert & Schwieterman, 2012).  

 

 Benefits of SRM 

 

Supplier relationship management aims to improve supply chain performance and help 

with managing supply base. Successful supplier relationship management has been 

argued in the long run to deliver competitive advantage and cost savings for the 

company (Herrmann & Hodgson, 2001). The benefits are said to evolve from three 

different sources: “(1) support of improved business processes across the supply 

chain, (2) a next-generation architecture that can handle multi-enterprise processes, 

and (3) facilitation of rapid product cycles and new product introduction” (Herrmann & 

Hodgson, 2001). Supplier relationship management should be directed on key 

suppliers and both, organization and supplier should benefit from the mutual product 

and service agreements (PSAs). The benefits such as cost reduction and 

innovativeness, will be built on continuously developed partnership and commitment 

for a long-term collaboration. In the best scenario, risks and rewards will be shared 

among the buyer and the seller. Shared success will be motivation for both of the 

parties. Without shared success full commitment from both of the parties will not be 

achieved (Lambert & Schwieterman, 2012).  

 

Many research indicate that supplier relationship management can offer significant 

benefits. Some of the benefits may be a result from deep collaboration and deep 

business process integration with suppliers. In the marketing field, Kalwani & 

Narayandas, (1995) (in accordance with Kotler & Armstrong (1991)), state that 

companies should focus more on long-term customers. According to them, those long-

term relationships are more profitable than hunting for new customers. Supplier 
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relationship management (SRM) works similarly than customer relationship 

management (CRM), which is used in the marketing field to help to decide how 

company should interact with customers (Croxton et al., 2001). In the supplier 

relationship management area e.g., Flynn et al. (2010), showed that the fusion of the 

operations, academically better known as Supply chain integration (SCI), of buyer and 

supplier can improve both, operational and business performance. More less, 

collaborative relationship with the critical suppliers will promote value co-creation and 

increase, communication and information sharing. (Enz & Lambert, 2012; So & Sun, 

2010). This will lead to increase of the common understanding and help to use common 

metrics to increase the performance (Giannakis, 2007; Kim et al. 2010.) 

 

More less, closer relationship can lead into receiving better service from suppliers. 

Better service can develop into better product quality which can lead to higher sales 

volumes. End-customers are often ready to pay higher prices for a better service or 

product and hence, companies can expect increased sales and higher product margin. 

Also, with successful supplier relationship management companies can better design 

the products or services and can avoid last minute expensive changes. Materials and 

material consumption can be optimized, and unnecessary costs can be shed from the 

cost of goods. Better planning has impact for inventories too. Optimized resources will 

decrease the number of purchased materials, in-process materials, and finished 

goods. Lower safety stocks will be needed when suppliers are able to increase on-time 

delivery. As a result of better material, investment and warehouse planning and asset 

utilization companies can expect lower fixed costs (Lambert & Schwieterman, 2012.) 

 

Companies that utilize supplier relationship management and nurse their current 

supplier pool can expect to form close relationships with suppliers and gain “preferred 

buyer status”. This status is often followed with lower costs, price visibility, clear cost 

base and time reductions. Also, these long-term relationships provide often more value 

in the long run than new suppliers that offer first-time discounts (Hughes & Webb, 

2009). 
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Also, relationship management helps companies not only achieve financial goals but 

will have a positive impact on company’s image. Companies with regular SRM 

practices will often act more coordinated way and have a consistent way on interact 

with the suppliers (Moeller et al. 2006). Moeller et al. (2006) even assumes that those 

companies that follow supplier relationship management framework will be able to 

survive better from problems that may occur. For easier supplier relationship 

management Hardy (2017) proposes automating the key business processes. Key 

business processes can be e.g., procure-to pay or ordering process. Automating helps 

to increase communication, increases collaboration, decreases human errors, and 

helps to ensure data quality. Altogether, supplier relationship management can offer 

price reductions on parts and materials, reduce risk, increase flexibility and rapidness, 

drive new product innovations, increase quality, and help to answer today’s customer 

needs. In the best outcome, company can increase their market share and customer 

satisfaction by decreasing the production times (Herrmann & Hodgson, 2001; Hardy, 

2017.) 

 

 Supplier evaluation 

 

Purchasing and various costs such as product price, ordering costs, delivery and 

transportation costs and inspection costs are strongly linked together (Parthiban et al. 

2013). Net price along quality and delivery have been traditionally the most often used 

criteria when evaluating suppliers (Deshmukh & Chaudhari, 2011). Some time ago, 

companies used to base their supplier selection almost completely to net price but 

realized eventually that the view must be changed to multi criteria decision making 

(MCDM) that include additional factors such as service, environmental and social 

factors. Price cannot be prioritized as a criterion in today’s competitive business 

markets (Parthiban et al. 2013).  

 

Now the traditional view seems to have switched from net price to other costs 

(Deshmukh & Chaudhari, 2011). Companies have started to see that the net price is 

not the only cost related to the purchase and hence, companies should look beyond 

net price and scrutiny closer all the costs related to the purchase such as ordering 
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costs, transportation and delivery costs, research costs and inspection costs. This view 

is called as Total Cost of Ownership (TCO). (Parthiban et al. 2012; Bhutta, 2003). 

Weele (2014, 349) views that supplier evaluation could be divided into four aspects. 

Two mostly used aspects are product level and process level and two other levels 

quality assurance system level and company level. 

  

According to Rezaei et al. (2015) the goal of supplier evaluation is to “form different 

groups from the selected suppliers to create different supplier management strategies 

for segments involved.” The first attempts to understand supplier evaluation, supplier 

selection and criteria creation were made in 1960’s by Dickson, who researched how 

companies select their suppliers (Alsuwehri, 2011). At that time Dickson found that the 

most crucial criteria to evaluate suppliers were quality, delivery, and performance 

history (Parthiban et al. 2013), but later Weber et al. (1991) showed that price was the 

most commonly used evaluation criteria among companies. Supplier evaluation 

started from manufacturing industry and is now used for potential supplier selection. 

Patil & Kumthekar (2016) find that supplier evaluation can be used with potential 

suppliers as well as with current suppliers. Especially companies that produce hi-Tech 

products should understand the importance of supplier evaluation. More than 80% of 

the costs of the finished goods are derived from parts and components that are 

purchased from suppliers (Parthiban et al. 2013). 

 

Now supplier evaluation is viewed as one part of supplier development program and it 

helps companies to determine how their supply base will fit to their current and future 

business strategy (Prahinski & Benton, 2002). Company can only success if it 

manages to select and maintain good relationship with competent suppliers. Today, 

low cost, high quality products that will answer to customer needs cannot be produced 

alone. Thus, it is critical to determine what criteria company should use to evaluate 

suppliers and what methods they should use to compare the suppliers against each 

other (Deshmukh & Chaudhari, 2011).  

 

Patil & Kumthekar (2016) state that the main goals of supplier evaluation are risk 

reducing and buyers profit maximizing. Parthiban et al. (2013) follows the idea but 
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states that the main goal is to maximise the shared profit among the whole supply 

chain. According to Monczka et al. (2005, 207-215) criterion of evaluating suppliers 

vary between the purchased services and products as companies value different 

features depending on the purchased matter. Especially, when purchasing crucial or 

valuable goods, company must be able to evaluate deeper suppliers and their actions 

than when purchasing minor routine like goods.  

 

Evaluation criteria must be determined based on the importance of the acquisition for 

the company. Many research has been made to define the most suitable criterion. 

Criteria such as geographical location, financial position, safety, management, and 

performance history has been suggested to be included to the evaluation criteria 

(Punniyamoorthy, 2011). Thus, typically suppliers have been evaluated through basic 

criteria such as pricing, product quality, delivery such as reliability and lead-time and 

service criteria such as capabilities, human resources, and R&D. Yet these basic 

criteria often collide as part of them are naturally quantitative (e.g., price and quality) 

and some qualitative (Bhutta, 2003). Due to the different nature, quantitative and 

qualitative criterion can be hard to measure and difficult to compare.  

 

In addition to different costs, supplier evaluation can include various other criteria’s 

such as delivery performance, speed, reliability, quality, (Agarwal et al. 2011), logistics 

and supplier flexibility (Humbhreys et al. 2003). One of the often-used criteria’s is 

delivery. According to Punniyamoorthy (2011) delivery refer to “time in which goods 

are delivered to the customer or the punctuality in the right condition without any 

damage to the goods or services”. Customers expect to be served in time and with no 

delays. This puts a pressure for the company and for the whole supply chain. 

Purchased products and services must be delivered in an appropriate time to ensure 

end-customers’ expectations. Thus, delivery accuracy and appropriate delivery time 

are important factors of supplier evaluation criteria (Parthiban et al. 2012). 

 

Also, many research indicate that technology and technological capabilities are 

important factors when reviewing supplier’s features. Especially in manufacturing 

companies’ technology is highly connected to innovations (Parthiban et al. 2012; 
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Bhutta, 2003). In addition to innovativeness, according to Punniyamoorthy et al. (2011) 

technological capabilities can include design capabilities, research collaboration 

capabilities, quick response capacity and quick response to manufacturing changes. 

What is more, environmental factors are one of the recently issued supplier evaluation 

factors.  Due to the legal and public pressure, companies now might have to view their 

supplier’s environmental performance and evaluate supplier’s environmental fit. 

(Humbhreys et al. 2003). Many factors drive companies to evaluate supplier’s 

environment management practices. Customer requirements and other stakeholders’ 

pressure, environmental laws, and public image forces companies to view how their 

suppliers handle social and environmental responsibilities (Parthiban et al. 2012). 

According to Humbhreys et al. (2003) environmental factors in supplier evaluation will 

increase in the future and can in well utilized increase company’s competitive 

advantage. 

 

Regardless of the evaluation criteria, researchers agree that MCDM is essential part 

of today’s supplier selection and evaluation. Often some suppliers can provide goods 

in a good price but are not able to meet the delivery requirements, while other supplier 

can provide excellent quality but cannot meet the delivery or price requirements. Best 

practise is to base the supplier evaluation and selection to working style and business 

industry type. Companies must remember that in most of the evaluation cases 

suppliers do not meet all the criterions of the buying firm and hence, some criterions 

might have to be sacrificed by another (Agarwal et al. 2011.) More less, Weele (2014, 

348) reminds that companies must not only evaluate the current state of the supplier 

as not only suppliers must be able to provide material and services for today’s needs, 

but to be equipped for the future. 

 

 Supplier segmentation 

 

Suppliers are fountain for competitiveness and business value. However, not all 

suppliers can provide equally same amount of value and thus, they should be treated 

unequally (Moeller et al. 2006). Day et al. (2009) defines supplier segmentation as “a 

process that involves dividing suppliers into distinct groups with different needs, 
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characteristics or behaviour, requiring different types of inter-firm relationship 

structures in order to realise value from exchange”. Supplier segmentation is the next 

step after supplier selection/evaluation and its purpose is to classify suppliers into 

different groups. Company can then develop different strategies and supplier 

development actions for different supplier segments and can thereby allocate their 

resources better (Rezaei et al., 2015).  

 

Supplier segmentation is important part of supplier relationship management (SRM). 

Its purpose is to identify suppliers that are the most important to the company (Hughes 

& Webb, 2009). Successful supplier relationship management requires collaboration 

with those suppliers that company defines as critical suppliers that can provide value, 

long-term success, and competitive advantage. However, before other SRM practises, 

companies must critically and systematically determine and segment which suppliers 

are the key suppliers for the current situation and for the future (Hardy, 2017). Park et 

al. (2010) summarizes the order for supplier segmentation as follows: 1. identify critical 

strategic materials, 2. discover the attractiveness of the relationship and 3. evaluate 

supplier and its capabilities. 

 

Companies should aim to identify those suppliers that are as willing to collaborate as 

the company itself. Also, power balance between the parties should be well distributed 

so that the success can be equally shared (Hardy, 2017). According to Lambert & 

Schwieterman (2012) “The goal is to segment suppliers based on their value over time 

and identify opportunities to co-create value”. Parasuraman, who was the first ones to 

introduce the idea of supplier segmentation in 1980, viewed supplier segmentation as 

a method to identify potential supplier segments that have similar characteristics with 

the end-customer segments, and can by that serve better the company and its 

customer segments (Rezaei & Ortt, 2012). Dyer et al. (1998) clarifies that strategical 

supplier segmentation includes identifying both, partner model suppliers and arms-

length suppliers. Both can provide some benefits that company must identify. Well 

done supplier segmentation is the key elements for competitive advantage and 

successful supply chain management.  
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The aim for supplier relationship management is to optimize the current supplier pool 

(Moeller et al. 2006). Before supplier relationships can be optimized, company must 

review the supplier pool, clearly understand their own sourcing strategies, and identify 

the key components that are necessary for the success. These should be used to guide 

the supplier segmentation (Croxton et al. 2001). Parasuraman (1980) tried do find 

similar characteristics with customer segments and supplier segments and suggested 

that the process of supplier segmentation should include the whole supply chain 

process. According to Rezaei & Ortt, (2012) he then proposed four main tasks to 

implement the process method:  

 

1. Identifying customer segment’s key characteristics,  

2. Identifying the features of key suppliers,  

3. Selecting variables for supplier segmentation 

4. Identifying the supplier segments 

 

In addition to the process method, Rezaei & Ortt (2012) discovered two other main 

methods to implement supplier segmentation. The portfolio method, introduced by 

Kraljic (1983) which uses two variables to classify purchased material and the 

involvement method, introduced by Dyer et al. (1998), which focus on the buyer-

supplier relationship and defining the involvement level to segment suppliers.   

 

 Supplier segmentation process and methods 

 

Segmenting process starts with determining the criteria’s that company wants to use 

to examine suppliers and deciding how suppliers are measured on different criteria 

(Croxton et al. 2001). Hoek (2013) reported that many companies use formal 

segmentation process and segments suppliers mostly based on spend size, 

product/service importance and operational risk. The criteria can vary widely among 

companies. The criteria can include supplier’s profitability, supplier’s technological 

capabilities and compatibility, supplier’s innovation culture, supplier’s stability and 

future growth, supplier’s criticality regarding service or products purchased, supplier’s 

process implementation compatibility, purchasing volume, supplier’s capacity, and 
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quality level (Croxton et al. 2001). Enz & Lambert (2012) recommends that supplier’s 

financial information should always take into consideration when making 

segmentation. Segmentation should view what is suppliers’ impact to profit and what 

is the growth potential of supplier relationship. Also, supplier segmenting should be 

future-orientated and follow the company’s selected values (Hoek, 2013). Rezaei & 

Ortt (2012) note that segmentation is often static and is made at one point even the 

relationships move constantly. 

 

One of the first systematic approaches to supplier segmentation was introduced in 

1983 by Kraljic. He suggested that suppliers could be segmented using two-

dimensional evaluation method which included high and low profit impact and supply 

risk aspects (see figure 16) (Rezaei & Lajimi, 2019.) Kraljic’s Purchasing portfolio 

matrix aims to segment suppliers to four segments (bottleneck, non-critical, leverage 

and strategic) according to purchased materials and their profit impact and supply risk 

(Rezaei et al, 2015).  

 

Figure 16. Kraljic’s purchasing portfolio matrix  

 

Each of the segments have own characteristics and proposals how suppliers and 

purchasing should be handled. Noncritical items such as office supplies and steel rod 

have low purchasing importance and low complexity of supply market. Supply 

contracts are often less than 12 months long. This indicates that strong collaborative 

relationship is not needed, and rather functional efficiency is recommended. Leverage 

items are standard high-volume items and suppliers for these goods can be switched 
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easily. Supply risk is low, but supply relationships should be viewed in a longer time 

horizon than with noncritical items due to the high purchasing importance. Bottleneck 

items are those goods that have low purchasing importance but high supply market 

complexity. Suppliers of bottleneck items should be controlled, and security inventories 

and backup plans should be in high priority. Last, for strategic items companies should 

ensure long-term availability as strategic items have high purchasing importance and 

high complexity of supply markets (Kraljic, 1983.) 

 

Kraljic’s purchasing portfolio matrix (PPM) is now considered as a standard model in 

supply management and purchasing portfolio model literature. Today, PPM is still a 

powerful tool and it has been used as a base for many other attempts to form 

segmentation models (see for example, Olsen & Ellram 1997; Caniëls & Gelderman 

2007). However, today PPM has been criticized to concentrate too much on only 

products and materials and forgetting strategic role and characteristics of the buyer-

supplier relationship (Rezaei & Lajimi, 2019.) To answer the critique against 

purchasing portfolio matrix Park et al. (2010) created descriptive method for supplier 

segmenting. Their SRM system used Kraljic’s (1983) purchasing portfolio matrix and 

Olsen & Ellram’s (1997) portfolio approach and aimed to segment suppliers through 

capabilities, performance, and collaboration relationships. The results divide suppliers 

to three relationship groups which are transactional relationship, collaborative 

relationship, and strategic relationship. Then based on the relationship and supplier’s 

performance, development category (maintain, improve, collaborate, prime) can be 

assessed (see figure 17). 
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Figure 17. SRM system (adapted from Park et al. 2010) 

 

Also, Rezaei & Ortt (2012) built their approach by extending the ideas from Kraljic’s 

portfolio method and Dyer’s et al. involvement method. They built Supplier potential 

matrix (SPM) that aims to segment suppliers with supplier capabilities and “supplier 

willingness. While Kraljic’s matrix aims to segment suppliers by supply characteristics, 

Rezaei & Ortt (2012) viewed that supplier segmentation should notice supplier 

relationship characteristics. Other views also exist. For example, Ulaga & Eggert 

(2005) offered an idea that suppliers can be viewed through benefits and sacrifices. 

They sorted the benefits and sacrifices into different groups. Benefit dimension for 

product related benefits, service-related benefits, know-how benefits, time-to-market 

benefits, and social benefits groups and sacrifice dimensions into two groups: price 

and process costs.  

 

Hoek (2013) introduced two axes method to segment supplier. The method is based 

on evaluating first supplier’s performance risk and secondly business fit and 

competitive advantage. Dyer et al. (1998) proposed that suppliers should be 

segmented to two groups depending on the provided inputs. First group includes those 

suppliers that provide necessary service or products but do not provide strategic 

advantage. The second group should include those suppliers that can offer strategic 

input. The strategic inputs are those parts and parties that provide competitive 

advantage and will help company to differ from competitors. Different supplier groups 

should be managed in a different way. Moeller et at. (2006) highlighted benefits too 
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and used Kraljic’s purchasing portfolio as a base for their view. They considered 

supplier relationship management and supplier segmenting to be based on the idea 

on how much value the supplier can bring to the collaboration. They suggest that 

companies can be addressed to supplier portfolio (see figure 18) based on the 

information gained from the previous experiences with the supplier. 

 

 

Figure 18. Supplier portfolio (adapted from Moeller et al. 2006) 

 

Last, one of the latest propositions for supplier segmentation framework is made by 

Rezaei & Lajimi (2019) who combined Kraljic’s purchasing portfolio matrix and Rezaei 

& Ortt’s (2012) Supplier potential matrix. The new framework PPM-SPM (see figure 

19) considers supplier segmentation to include aspects from PPM and SPM such as 

the supplied material, supply characteristics as well as the buyer-supplier relationship. 

PPM-SPM framework uses best worst method (BWM) to solve supplier segmentation 

multi-criteria decision-making (MCDM) problem and combines profit impact, supply 

risk, supplier capabilities and supplier willingness to collaborate and creates a hybrid 

supplier segmentation method. As a result, this model segments each PPM segment 

(bottleneck, non-critical, leverage and strategic) to four individual segments so that 

altogether sixteen different supplier segments are found that should be managed 

differently (Rezaei & Lajimi, 2019). 
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Figure 19. PPM-SPM hybrid model (adapted Rezaei & Lajimi 2019) 

 

 Supplier development  

 

Supplier evaluation is used to form supplier segments. Segments are then the base for 

supplier development (Rezaei et al. 2015). When evaluating different suppliers, buying 

firm has four options: increase the supplier performance and invest time and money to 

the development, recall the purchased goods and manufacture them by itself, switch 

the supplier or form a combination of these alternative options (Krause et al. 2008). 

The first option is supplier development. According to Krause & Ellram (1997) supplier 

development refers to “any effort a buying firm with its supplier to increase the 

performance and/or capabilities of the supplier and meet the buying firm’s supply 

needs”. Supplier development is strongly linked to supplier evaluation and supplier 

performance. Recently it is also connected to supplier segmentation. Supplier 

development is a powerful tool to maintain and upgrade suppliers perform to ensure 

future competent supplier pool and competitive advantage. While supplier evaluation 
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focus on segmenting suppliers into different groups, supplier development aims to 

design different development strategies for those previously segmented groups 

(Razaei et al., 2015.)  

 

It is clear, that supplier development requires effort from companies. However, effort 

can be targeted on different areas. Li et al. (2007) argues that supplier development 

can be directed to supplier process capability, delivery capability, product development 

capability, component quality and cost. Talluri et al. (2010) divide the areas into quality 

management, product development and cost reduction. Regardless, companies must 

carefully consider which areas need development at most. Consideration can be done 

based on the level of invested money, level of risk and the level of return (Talluri et al. 

2010.) Croxton et al. (2001) reminds that it is important to share the improvements and 

benefits with suppliers and hence, companies should discover easy ways to convert 

benefits from the development actions into financial terms. 

 

Razaei et al. (2015) noticed that many supplier development strategies are designed 

in a similar way and they treat suppliers in the same way, even development actions 

should be designed to different types of suppliers and supplier segments. Also, they 

noticed that most companies and supplier development programs focus more on 

improving supplier capabilities and forgets to pay attention to suppliers’ willingness to 

form a close relationship. Park et al. (2010) recommends forming four different SD 

groups based on strategic importance of the purchased material, attractiveness of the 

relationships, strategic material evaluation and supplier evaluation. Figure 19 

illustrates the SRM system. The four supplier groups are:  

 

(1) the prime group, prefers providing strong incentives and constructing long-term 

trust relationships 

(2) The collaboration group reinforces and improves cooperation to increase mutual 

benefits 

(3) The maintenance group maintains the status quo and pursues a mutual benefits 

(4) The improvement group focuses on the supplier via inspections and 

improvement activities 
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A little the same way, Rezaei et al. (2015) suggest developing suppliers based on 

supplier’s willingness and capabilities. They find three main development strategies 

that can be used in supplier development: capabilities improvement, willingness 

improvement and improvement of both willingness and capabilities. With type 1 

suppliers (low willingness and low capabilities) company should first focus on 

improving supplier’s willingness to improve performance. Supplier should be changed 

if the supplier is not willing to develop its performance. Supplier site visits, knowledge 

transfer and assistance in problems might be ways to improve supplier’s willingness. 

With type 2 suppliers (high willingness and low capabilities) company should improve 

suppliers’ capabilities for example by providing assistance, technical guidance or by 

offering knowledge transfer.  

 

With type 3 suppliers (low willingness and high capabilities) company should show its 

loyalty, increase the purchasing amount, and form long-term commitments. Also, the 

communication with top management could improve supplier’s willingness to 

collaborate. Mutual values and goals could be achieved with effective communication. 

With type 4 suppliers (high willingness and high capabilities) a close relationship 

should be maintained. The close relationship can be maintained with active 

communication and incentive strategies. For example, company can keep awards and 

reward great performing suppliers. Also, to boost the good flow, company can 

introduce great suppliers to each other so that they can share their information, 

experience, and knowledge. Also, company’s top management can respect suppliers 

by visiting their site (Rezaei et al. 2015.)  

 

Training, education, knowledge transfer, supplier visits and rewarding are recognized 

also as key concepts of supplier development by Yawar & Seuring (2020). They 

composed a conceptual model of the key concepts in supplier development and 

discovered that SD is a complex process, and the performance results are derived 

from interactions between different factors (see figure 20). They also discovered that 

SD field is not yet fully researched, and the field is changing due to industry changes 

such as blockchain influence and sustainability aspects. Also, only a little while ago 
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Ülgen (2020) pointed out that supplier development should also be viewed from 

suppliers’ point of view to guarantee trust, open communication and information 

sharing. She suggests hierarchical collaboration which she explains to be “a supplier-

development interaction with the buyer in the driver’s seat, an interaction that is based 

on buyer power”. 

 

 

 

 

 

 

 

 

 

Figure 20. Supplier development key concepts (adapted from Yawar & Seuring, 2020) 
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4 RESEARCH METHODOLOGY 

 

Research methodology must be carefully planned before the study. It is important to 

choose the right approach to find answers to the research questions as all the 

approaches are not suitable to solve the same issues. Goals of the research and the 

nature of the problem are the core when deciding the research methodology (Näslund, 

2002.) In this master’s thesis study the aim is to understand how supplier performance 

can be improved by utilizing performance measurement and supplier relationship 

management and what parts of performance measurement and supplier relationship 

management should be improved to enable succesfull supplier base and long-term 

competitive advantage? The questions “how” and “why” often generate subjective 

answers that describe different meanings (Dey, 2003). Dey (2003) suggest that 

“Qualitative data deals with meanings and qualitative analysis lies in these related 

processes of describing phenomena, classifying it and seeing how concepts 

interconnect”. 

 

 Research approach 

 

Qualitative research is used to describe and explain phenomena and its base is built 

on developing and understanding the meaning (Fossey et al. 2002). Unlike quantitative 

research which presents results based on numerical data and mathematical methods 

such as statistics, qualitative approach offers results that are derived from in-depth 

perspectives (Yilmaz, 2013). According to Dey (2003) qualitative research can include 

observations, unstructured interviews, group interviews, collection of documentary 

materials or the like. This master’s thesis aims not to provide scientifically significant 

generalization using numerical data but a deep understanding of the research topics 

by following qualitative research method. 

 

Case study is one of the qualitative research strategies that is especially suitable to 

use when conducting a study on supply management, purchasing and supply chain 

management fields (Kähkönen, 2011). Yin (2003) argues that often questions like 

“how” and “why” lead to use case study methods. Case study can be described as “an 
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empirical inquiry that investigates a contemporary phenomenon within its real-life 

context when the boundaries between phenomenon and context are not clearly evident 

and in which multiple sources of evidence are used” (Yin 1989, cited in Halinen and 

Törnroos, 2005.)  

 

What is more, Kähkönen (2011) compounds that case study method provides rich and 

profound data, which can be critical in the field of supply relationship management. 

According to Kähkönen (2011), case study focuses on one or few interrelated inputs 

that are derived from individual persons, community, or group. This master’s thesis 

study focuses on drawing a clear picture of the interrelations between performance 

measurement, supplier performance management and supplier relationship 

management. To ensure rich and profound data exploratory case study method is 

applied in this master’s thesis. Exploratory case study will provide answers for how 

and why and is a suggested method to use when theory of the concepts is researched 

but the context is different in real-life nature (Kähkönen, 2011; Stuart et al. 2002). Also, 

according to Yin (2003, 6) exploratory case study is often used when the research aims 

to explore the issue instead of explaining the issue. 

 

 Data collection  

 

Case study method often uses several ways to collect data such as interviews, 

documentary collection and observations (Dey, 2003). According to Yin (2003) the 

validity and reliability of the research can be ensured with using several data sources. 

In this study, interviews, observation, and available documents are used as data 

sources. Interviews are used as a primary data source and secondary data is gathered 

from observations and available documents. 

 

Interviews are most often used as a primary data source when conducting a qualitative 

research (Fossey et al. 2002). Often semi-structured interviews are utilized as it is 

flexible approach to gain information and often raises new ideas that may not have 

been thought before by the researchers. In semi-structured interviews key questions 

are pre-defined but the process will allow follow-up questions and free mind mapping 
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during the interview (Gill et al. 2008). In semi-structures interview questions and 

phrasing can vary between interviews and irrelevant questions can be left without 

asking as well as questions that arises during the interview can be asked (Robson, 

2002, 270). To carry out reliable qualitative research the interviews must be deep and 

comprehensive enough. However, there is not a minimum number of interviews that 

must be conducted to ensure reliability of the study (Fossey et al. 2002).  

 

This master’s thesis primary empirical data was gathered through semi-structured 

interviews as the semi-structured interviews provide flexible way to collect in-depth 

information of the research topics. Two semi-structured interviews were carried out in 

total. Semi-structured interviews were held together with managerial level interviewees 

that are responsible of purchasing and supply chain management and are identified 

as key supplier relationship leads in the case company organization. Both interviewees 

had been working in the case company for several years and were well familiar with 

company’s processes and procedures. Interviews were conducted during February 

2021 through Microsoft Teams software that offers platform for video and audio 

conference. The Semi-structured Interviews were held in Finnish language and they 

were audio-recorded to ensure data retention for later analysis. 

 

Both interviews lasted for around an hour and considered three pre-defined topics such 

as (1) organization basic information, (2) supplier performance measurement and 

management and (3) supplier segmentation and supplier relationship management. 

First topic covered five pre-defined sub-questions and second and third part ten pre-

defined sub-questions which were all asked from both interviewees. In addition, in both 

interviews some follow-up questions were asked to deepen the knowledge and fulfil 

detailed understanding of the topics.  

 

 Validity and reliability of the study 

 

Evaluation of validity and reliability are one of the most important aspects when 

conducting a research (Kähkönen, 2011). Validity refers to research level of ability to 

answer research questions and the level of ability to present the researched 
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phenomenon. Reliability measures the level of how easy it is to repeat the study and 

gain the same results (Stenbacka, 2001; Golafsani, 2003). In a case study reliability 

can be hard to measure as case studies focus on examining one moment of research 

and it is strongly connected to the time and company at the particular moment. This 

study is done for specific case company organization which constantly aims to improve 

its processes. Improved processes mean a different situation and hence, it might be 

difficult to generate the same results later. Also, Stenbacka (2001) state that reliability 

does not have a relevance in qualitative research due to the qualitative research nature 

that aims to explore specific circumstances.  

 

Validity and reliability in a case study can be increased when using multiple data 

sources (Yin, 2003). This study contains data sources from two interviews, 

observation, and data collection. According to Kähkönen (2011) interviews can provide 

rich data when questions are derived from the existing theory. The interview questions 

of this study were designed to follow the researched topics and structure of the thesis. 

Questions included aspects from supplier performance and measurement and supplier 

relationship management, similarly as they are presented in the theory parts. Interview 

questions were sent to this study’s supervisor before the interviews were conducted. 

The aim was to receive second opinion of quality of the questions and validate the 

questions. 

 

To increase the validity and reliability, this study is executed in according to the planned 

research steps. Limited number of interviews might rise some concerns about the 

validity and reliability of this study. However, both interviewees were identified to be 

top professionals in supply management field in the case company and their answers 

followed mainly each other’s through the interviews which increases the 

trustworthiness of the interviews. Interviews were conducted in Finnish. This let 

interviewees to express their ideas in their mother tongue which can impact positively 

to the validity and reliability of this study. However, it must be noticed that the 

interviews were later translated to English, which can have some impact to the study. 

Interviews were conducted and reported anonymously to increase open and honest 
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answers. Throughout the study, evidence are carefully documented, securely saved 

and available where necessary. 

 

More less, case study research has been criticized to provide too narrow view of the 

subject and offer results that cannot be generalized (Yin, 2003). It is clear, that this 

criticism has impact on this study as it is carried out as a case study. Thus, it must be 

mentioned that the results of this study represent only case company’s results at the 

one moment based on a limited number of interviews and other data sources. The 

results of this study cannot be used as base for larger basis and no relationship or 

connection to larger contention can be drawn. 
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5 RESEARCH FINDINGS  

 

This part of the study has been made in collaboration with a case company, that aims 

to explore new possibilities to improve its processes in supplier performance 

measurement, supplier performance management and supplier relationship 

management areas. More precisely, this chapter aims to create a clear picture of case 

company’s current stage of supplier performance measurement and performance 

measurement systems, supplier relationship management and supplier development 

practises and how they are connected.  

 

Based on the interviews, defining the important parts of supplier performance 

measurement and supplier relationship management would be the most important 

findings for the case company. This empirical part of the study is based on the 

interviews conducted in the case company and secondary data available. The main 

goal of the empirical part is to present the subjects of the study, results of the data 

collection and key findings. 

 

 Company description  

  

The case company is one the leading companies in its industry. The company 

manufacturers high-quality products that require technological excellence, advanced 

skills to combine quality and safety practices and curiosity towards new innovations. 

The case company is located in Finland, but it is part of global corporation, which 

headquarter is located in the USA. The high-quality products produced in the case 

company are exported around the world, especially to USA, Europe, and China. Case 

company is one of the most important manufacturing sites of the whole organization 

and its success have strong importance to the global organization. 

 

Like the global organization, the case company has based its business processes in 

top of continuous improvement in accordance with Lean culture. Case company aims 

to follow excellence throughout the organization and eliminate any waste in the 

processes to create flow. Since the precise adherence to lean thinking, it is not a 
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surprise that the case company has noticed that today’s high dependence of supplier 

performance requires efficient supplier performance measurement systems and 

supplier relationship management.  

 

Recently, the case organization has undergone major corporation level changes and 

it is recognized that supplier performance processes must be improved in accordance 

with new business system. The new performance measurement and management 

systems are built in collaboration with the global organization, but the case company 

now aims to research the key elements of supplier performance measurement and 

supplier relationship management, which could improve their and whole organizations 

competitiveness. This study aims not only to provide in-depth understanding of the 

supply performance management and supply relationship management but to offer 

concrete recommendations for the case company. 

 

 Purchasing and supplier performance measurement in the case 
company 

 

Increased reliance of supplier’s performance has forced companies to scrutiny closer 

how they measure supplier’s performance and how supplier’s performance could be 

improved. According to Gordon (2005), it is important to pay attention to suppliers’ 

performance. It can prevent problems, promote improvement, and eliminate hidden 

waste. The interviews conducted with case company’s sourcing manager and 

purchasing and sourcing team leader raised the same idea that purchasing, sourcing 

and supplier’s performance are important aspects for the case company too.  

 

Both interviewees reported that case company is one of the leaders in its industry and 

the aim is to constantly improve its processes and maintain competitiveness. Case 

company values innovativeness and wishes to further strengthen its position as a 

pioneer in a technological and product development. In addition to innovativeness, 

satisfied customer, cost effectiveness, high quality expertise and technological 

capability are case company’s critical success factors. Suppliers are expected to 

provide products and services that can ensure the position in the future too. The 
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biggest driver to improve the processes is to answer the end-customers’ needs, and 

suppliers’ capabilities and efficient performance are key elements to support the vision. 

Case company not only measures and examines supplier’s product quality, quality and 

reliability of deliveries and costs but expects them to be in top class. These basic areas 

are basis for further supplier collaboration. In addition, suppliers must have efficient 

and appropriate quality systems and proper “fit” to case company’s size. According to 

purchasing and sourcing team leader, too large size difference between the companies 

can negatively affect to suppliers’ ability or willingness to deliver high quality 

performance. 

 

At the moment, case company has both local and global suppliers. However, being a 

part of global organization, there is an increased need to grow the number of global 

suppliers that can serve case company and the whole global organization. Case 

company has noticed that the closer partnership provides better cooperation that 

benefits both parties. Hence, it is more efficient to centralize business to (global) 

strategic partners as it creates advantages such as increased purchasing power, 

easier supplier consolidation and easier development of powerful win-win situation. 

Close relationships (also called partnerships in the case company) with strategic 

suppliers also enables earlier supplier involvement to product development which often 

generates new innovations and increases performance of both of the parties. Even the 

case company does not measure supplier innovativeness performance, according to 

the interviewees, it highly values supplier’s ability to create innovations and often 

naturally directs its purchases to those strategic suppliers that share the value of 

innovativeness. 

 

Interviews highlighted, that quality is by far the most important measured supplier 

performance factor for the case company. It defines success in the business markets. 

Quality is measured with annualized PPM (parts per million). Also, customer returns, 

customer reclamations and out of box failures are measured. The other measures used 

to view supplier’s performance are OTD (On Time Delivery), costs, and delivery 

accuracy. However, even accuracy of the deliveries is measured, it is not highly 

important measure as 99% of the deliveries are delivered as ordered. This means that 
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orders arrive on that day when it is requested, arrives earlier than requested or arrives 

+1 day when it is requested. Also, costs are measured, and suppliers must be cost-

competitive, but costs are not discussed with the suppliers as often as the other more 

important and frequently changing measures. According to case company’s sourcing 

manager, the order of importance of the measured factors is: (1) quality, (2) delivery 

and (3) costs. However, reliability on the delivery accuracy shows often easily other 

difficulties like suppliers’ quality challenges and thus it must be followed with the same 

importance than quality. 

 

Both interviewees told, that in the case company, soft measures like innovativeness 

and supplier’s willingness to collaborate are “measured” based on previous 

experience. Sourcing managers will carefully evaluate soft measures whenever they 

find it relevant. For example, during highly competitive and even tendering processes, 

supplier’s previous proofs of its capabilities can terminate final supplier selection. 

Despite the soft or hard nature of the measures all case company’s suppliers are 

measured with the same measures. The reward from great performance is the 

opportunity to grow the business with case company and build closer cooperation. 

Case company’s performance measures are illustrated in table 2. 
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Table 2. Performance measures 

Hard measures Method of measurement Target Data source 
Quality  Parts per million (annualized) 3500 ERP 

  Out of box failures   
quality team's 

separate quality ERP 
system 

  Customer returns   
quality team's 

separate quality ERP 
system 

  Customer reclamations   
quality team's 

separate quality ERP 
system 

Reliability of 
delivery On Time Delivery >95% ERP 

  Delivery accuracy  >98% ERP 

Costs Purchase price variance, Value Analysis/Value 
Engineering  

>3% 
annual 
savings 

ERP 

  
  

Soft measures Method of measurement Target Data source 
Innovativeness based on previous experience - experience 
Willingness to 

collaborate based on previous experience - experience 

 

 

According to the interviews, the performance data is derived from two different ERP 

systems. Customer returns and customer complaints are derived from quality team’s 

own system tool and the other data inputs are derived from the case company’s 

general enterprise resource planning system. Data and the measurement results are 

showed for suppliers in the negotiations that are usually held with strategic partners in 

once a month, once a quarter or once a year. With non-strategic suppliers, case 

company does not usually review performance measurements. Also, case company 

and suppliers do not have transparent mutual measurement systems but naturally 

suppliers measure their own external performance, and the results are sometimes 

compared to ensure correct measures.  

 

Previously case company has had an aim to introduce their own supplier score card, 

which would have measured hard and soft values. However, it was realized that soft 

measures are difficult and time consuming to measure as they cannot be derived 

straight from the ERP system similar than the hard measures. Also, the limited 
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resources forced case company to focus on other areas of improvements that were 

prioritized higher at the moment. Also, it was questioned whether the soft measures 

and new supplier score card could provide added value compared to the used 

resources. 

 

 Supplier relationship management in the case company 

 

According to the interviews, before supplier segmentation, suppliers are evaluated by 

the global organization. The supplier pool suppliers are segmented to four groups 

which are potential suppliers, qualified suppliers, approved suppliers, and preferred 

suppliers. Supplier must reach at least the approved supplier level before case 

company can form a business relationship with the supplier. Case company’s business 

industry is highly regulated, and suppliers must fill the safety and other standards of 

the industry and global organization before they can be accepted to the approved 

supplier list. Approved suppliers are segmented to five different quality groups, which 

have all different quality regulations. For example, group 1-3 suppliers must fill general 

ISO9001 standard requirements. The group is assigned at the start of the evaluation 

process and updated later by sourcing managers if needed. 

 

Group 1 suppliers deliver finished goods under case company’s brand, group 2 

suppliers deliver finished goods under their own brand, group 3 suppliers deliver goods 

that are made based on case company’s design, group 4 suppliers deliver bulk 

materials that are easily available from the markets and group 5 suppliers deliver 

services such as translation and engineer services. Group 1 suppliers have the highest 

safety, quality and other standards that needs to be filled before supplier can be 

approved to the supplier pool. For example, group 1 suppliers must be audited at least 

once a year, but site audit is not compulsory to group 5 suppliers who deliver non-

critical services. The group is assigned based on the highest group products that 

supplier delivers. For example, a supplier that delivers both group 4 materials and 

group 3 goods, is assigned to group 3. 
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Table 3. Supplier segments 

Group Delivered goods 

Group 1 finished products under case company's brand 

Group 2 finished products under supplier's own brand 

Group 3 goods that are produced based on case company's design 

Group 4 bulk materials 

Group 5 services  
 

 

Interviewees told that currently case company has around 180 approved suppliers, of 

which 100-150 are active suppliers (weekly basis business). In the future the aim is to 

reduce the amount of the suppliers. In addition to the group 1-5 segmentation, case 

company’s global organization has published GMTE segmentation model. G refers to 

Grow and those suppliers that have growth potential. M refers to Maintain and 

suppliers that are identified to be maintained. T refers to Transfer and suppliers that 

could be transferred and E refers to Exit and those suppliers that should be removed 

from the supplier pool. According to the case company’s sourcing manager, GMTE 

model has been used in previous years and every sourcing manager has assigned 

appropriate GMTE-group for the suppliers that he/she manages. However, according 

to purchasing and sourcing team leader, currently the GMTE model is not maintained 

or used actively.  

 

Currently case company also examines suppliers based on the commodity groups. 20-

30 different commodities are identified in the case company. Same commodity group 

suppliers are evaluated and compared against by sourcing managers. Based on 

sourcing managers expertise, and cooperation with purchasing team members, 

strategic suppliers inside the commodity groups are identified. Sourcing managers are 

responsible for further supplier development, supplier relationship management and 

decision of the strategic direction of his/her commodity group and for him/her assigned 

individual suppliers. Yet, in a bigger picture case company’s whole organization is 

responsible for supplier relationship management and wide cooperation with quality 

team, R&D, sourcing and purchasing and production teams is often done. 
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Also, the performance of suppliers is communicated by sourcing managers. In the 

supplier meetings sourcing managers show the performance targets, suppliers twelve 

month rolling results and case company’s suppliers average performance results. The 

targets are the same for all suppliers. Depending on the performance results, sourcing 

managers lead the conversation to right direction. When suppliers do not meet the 

targets, sourcing managers will discuss together with supplier about the root causes 

and the corrective actions. Many of case company’s suppliers follow lean business 

system and hence, have the aim and will to constantly improve processes even before 

case company notices. 

 

 Summary of other findings 

 

The interviews concentrated on case company’s supplier performance measurement 

and supplier relationship management and highlighted also some other interesting 

aspects. One of the mentioned aspects is related to case company’s business 

processes. It was expressed that currently sourcing managers do not have a consistent 

established practice in supplier meetings. Interviewee suggested that a common 

supplier meeting form could be established to increase information sharing and 

common practices. Also, it was unsure if supplier performance measurement results 

are displayed similarly and regularly with all suppliers. 

 

The second aspect the interviews discovered was that especially in crisis situations, 

the close relationships with strategic suppliers are crucial. According to case 

company’s sourcing manager common objectives with suppliers increase supplier’s 

flexibility, subservience, and willingness to negotiate on different matters. Negotiations 

are more effortless when there is a close relationship with strategic suppliers. What is 

more, when centralizing purchases to those strategic suppliers, the willingness even 

increases.  

 

Third findings considered soft quantitative measures such as willingness to collaborate 

and innovativeness. Case company has started to centralize more purchases to global 

strategic suppliers to increase purchasing power. Even the soft measures are not 
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clearly measured currently, those strategic global suppliers have been able to provide 

naturally both qualitative and quantitative factor advantages. Case company has also 

realized that soft quantitative factors are hard to measure. For example, supplier’s own 

view on their innovativeness might be too high, one-sided, and thus biased. However, 

according to case company’s sourcing manager, supplier’s innovativeness is well 

shown in the long run. Also, when supplier has once proved to be innovative, it is easier 

to trust it later too. 

 

Interviews also raised multiple other factors into conversation. Purchasing and 

sourcing team leader discussed how technology will impact to case company’s future 

and assumed that technological development might increase case company’s 

customer demand. When customers expect to be served quickly, case company’s 

suppliers should be able to adapt to the speed and other specific requirements. Hence, 

competent supplier pool is crucial to maintain. Sourcing manager followed the idea that 

well performing suppliers are important but mentioned that the performance targets 

must not be set too high to avoid overperforming and additional costs related to 

overperforming. More less, purchasing and sourcing team leader summarized the 

importance of supplier relationship management as follows “At the same time when 

negotiating with supplier, one negotiates on behalf of own competitiveness from end-

customer’s point of view”. 
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6 ANALYSIS AND CONCLUSIONS 
 

The aim of this master’s thesis was to understand how supplier performance could be 

improved by utilizing performance measurement and supplier relationship 

management and what parts of performance measurement and supplier relationship 

management should be improved to enable succesfull supplier base and long-term 

competitive advantage. In order to answer the research questions, it was necessary to 

first gain understanding of supplier performance measurement and supplier 

relationship management practices and their relationship. 

 

This study was executed as a qualitative study and it utilized case study method. The 

analysis and results of this study are based on the data collected through interviews in 

the case company. In this chapter results are summarized and discussed and 

combined with the knowledge gained from the theory part. This chapter will further 

provide insights and suggestions of the areas of improvement and create concrete 

recommendations by combining information from both theoretical and empirical parts. 

Finally, the two research questions and their sub questions are answered. Also, after 

the findings are summarized and presented, this chapter discusses recommendations 

for future research. 

 

 Discussion  

 

The importance of supplier performance measurement and supplier relationship 

management are strongly underlined in the theory parts (see e.g., Hahn et al. 1990) 

as well in the interviews. As it is mentioned by the case company’s sourcing manager, 

it is important to maintain an effective supplier pool that can support company’s 

business vision. Case company expects supplier’s performance to be top class and 

this indicates that case company not only aims for perfection but has recognized the 

importance to evaluate supplier’s performance.  

 

Also, same ideas of the importance of close relationships with strategic suppliers can 

be found from the theory and empirical parts. It was mentioned that case company is 
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looking for to centralize its purchases to global suppliers so that the purchasing power 

is increased. This trend to reduce the number of suppliers is noticed too by Moczka et 

al. (1993) in the theory parts. However, it must be noticed that the importance of strong 

relationships will even increase when the number of suppliers is reduced. This means 

that case company must be well prepared for the future supplier changes and must 

have a plan how to maintain and measure those close relationships with global 

suppliers. More less, supplier’s performance development requires supplier’s 

willingness to collaborate. Case company has a good position to increase competitive 

advantage through supplier performance development as according to case 

company’s sourcing manager current suppliers are highly willing to collaborate with 

case company. This probably means that case company is seen as “preferred buyer” 

from the supplier’s point of view as Hughes & Webb (2009) suggested. 

 

Cokins et al. (2010) stated that a good performance measurement framework includes 

a scorecard that measures suppliers’ performance. Case company has had previously 

aim to design supplier scorecard to measure and increase supplier’s performance. 

However, limited resources have forced case company to focus on other business 

parts and hence case company has followed Aguinis (2009 19-22) advice that 

company should not measure those areas that require too much resources such as 

money or time. Now circumstances have changed and supplier score card is topical 

along new business model and centralization. 

 

New supplier score card must be designed around customer requirements. Also, many 

research highlight the importance of 3-6 critical success factors. Based on the theory 

parts CSFs should be used as a base to derive the supplier performance measures. 

According to the interviews, case company’s critical success factors are (a) 

innovativeness, (b) satisfied customers, (c) cost effectiveness, (d) high quality 

expertise and (e) technological capability. KPI’s should be then designed to support 

CSFs. One of the most important measures of KPIs stated both by theory and 

interviews was delivery. Case company pointed out that delivery accuracy reveals 

easily other problems such as problems with quality and is important part to 

continuously monitor. 
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Theory revealed that companies often focus on hard measures such as costs, quality, 

and delivery, which are also in use in the case company. Many research (e.g., Kannan 

& Tan 2002, Mashovic 2018; Ellram 1990; Kannan & Tan, 2018) indicate that also soft 

measures should be measured and that they are more strategic measures in the long-

run and base for real competitive advantage. Currently in case company soft measures 

are measured based on previous experience. Theory suggest that experience can be 

used as a benefit but must not be hold as an only truth. Also, soft measures as 

sustainability, are predicted to be important measures in the future. Legislation and 

public pressure will force companies to scrutiny and measure their supplier’s 

processes from sustainability’s perspective. When building the new supplier score 

card, case company could estimate how measuring sustainability could help to achieve 

competitive advantage. Also, in theory parts Gunasekaran et al. (2004) proposed to 

measure supplier’s flexibility to meet customer needs. Case company operates in an 

industry where customers often expect instant deliveries. Hence, supplier’s ability to 

be flexible and deliver goods without delay might offer some benefits for the case 

company and thus could be a good measure to use. 

 

Theory pointed that it is not only important to measure performance but to manage and 

share the results with suppliers and other stakeholders such as employees. Case 

company could use these points as a benefit and for example design mutual form to 

use in supplier meetings. Mutual form was already proposed in the interviews and it 

could increase company’s consistency and good image as showed by Moeller et al. 

(2006). Regular meetings could also be planned with key suppliers. In the theory part 

Stork (1998) suggested that company should keep meetings with critical suppliers at 

least every month. As it is learned from the theory parts of this study, measuring, 

supplier performance evaluation, performance development and collaboration 

development are continuous processes and should not be static. No company can 

expect development actions from suppliers without clear result communication, 

feedback, and two-way dialogue. Continuous improvement is not only familiar aspect 

for the case company, but the business model is based on it. Hence, result sharing 

and communication should be used for continuous improvement 
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To increase supplier’s performance, company must be active and challenge suppliers. 

Moeller et al. (2006) proposed that higher price reduce expectations, increased buying 

leverage, world-wide purchasing strategy and key supplier’s early involvement lead for 

better supplier performance. All the aspects are in active use within case company and 

now purchasing power will even be increased when global suppliers are used together 

with the global organization. Other well utilized fact learned from the theory part, is that 

same goals bring companies together. As case company, many of case company’s 

supplier’s follows lean method. Case company has even held events to teach the 

method for some strategic suppliers. Common business practices will increase 

cohesion between the parties and increase understanding. Common understanding 

help in performance measurement process, giving feedback and producing results 

(Gordon, 2015). 

 

According to theory, sometimes companies struggle to develop accurate data 

collection methods and hence lack of gathering necessary data. Case company has 

concentrated on those few measures that are important to them and all necessary data 

is derived from company’s ERP systems. The measures are in time to time compared 

with suppliers measures which increases trust and visibility. Trust and visibility are 

good base for further collaboration and strategic partnership. According to Gordon 

(2015) another challenge in measuring is to measure matters that has always been 

measured or use measures that are not in line with company’s business strategy. It 

might be relevant to ask if delivery accuracy must be measured in case company. 

According to interviews 99% of the deliveries are delivered as requested and this 

measure might not support as highly company’s strategy as the other measures. Also, 

interviews highlighted that it is not reasonable to increase delivery accuracy target as 

it would request resources but provide only non or marginal benefits. 

 

To create well-functioning and profitable relationships with suppliers, companies must 

have a clear and systematic plan for supplier development that is based on the 

company’s business priorities and business strategy (Friedl & Wagner, 2012: CIPS 

N.d.). Theory draws strong picture that companies should first evaluate suppliers, 

segment suppliers, and then create development plans for the supplier segments. 
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Currently case company do not have a clear plan for all the parts. Suppliers are 

evaluated mainly at the beginning of the process when suppliers are approved to 

supplier pool. Patil & Kumthekar (2016) state that supplier evaluation should be used 

as a benefit also with current suppliers. For example, suppliers could be evaluated 

based on business fit and future business strategy (Prahinski & Benton, 2002).  

 

 

Figure 21. Supplier performance management circle 

 

Especially strategic suppliers should be evaluated precisely, but companies should still 

remember that in most cases suppliers cannot meet all the criteria. Traditionally net 

price has been the most important criteria in supplier evaluation. Similar than theory 

suggest (e.g., Agarwal et al. 2011), case company has recognized that supplier 

evaluation is MCDM problem. Therefore, case company has TCO-model in use to 

ensure high-quality supplier evaluation. Also, one of the evaluation criteria mentioned 

in the theory part was similar organization size. Case company’s sourcing and 

purchasing team leader mentioned too, that case company aims to collaborate with 

those suppliers with which the power balance is equal. Similar company size can 

increase trust and easiness to create win-win situation. Also, interviews revealed that 

similar size suppliers are easier to manage and purchasing power is better in balance.  

 

Also, case company’s supplier segmentation has not yet reached its full potential. 

Supplier segmentation, which is the supplier relationship management part that focus 

on forming supplier groups and creating supplier management strategies for each 

supplier segments, is noticed by case company. Case company’s GMTE-model 

follows the basic elements of segmentation and aims to apply right group for each 

supplier based on supplier’s growth potential. However, the model is not really used or 
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maintained and thus cannot provide all benefits available. Neither, GMTE-model does 

not consider development plans, which is the next step after segmentation. Even 

GMTE-model does not provide view for development actions, case company has 

executed some development actions. For example, with some strategic supplier’s case 

company has common processes to manage better material flow and develop better 

products. This Early supplier involvement can improve operational and business 

processes (Flynn et al., 2001).  

 

 Answering the research questions 

 

The aim of this study was to understand how performance measurement, supplier 

performance management and supplier relationship management can be used as a 

benefit to increase company’s competitive advantage. The focus was to understand 

the link between performance measurement and relationship management and gain 

knowledge how these can be used as a base for further supplier development. The 

research questions for this study were formed in the beginning to help to draw a clear 

picture of the topics and close previous research gap. In this section the main research 

questions are answered. 

 

RQ1 How supplier performance can be improved by utilizing performance 

measurement and supplier relationship management? 

 

The classic saying that you need to measure it before you can manage it offers clear 

implication on how important it is to measure different matters. Not only measuring 

collects the data together but helps to compare different issues against others. The 

measures hence provide important information on the case and the surrounding 

environment. Measuring supplier’s performance can define areas of improvement and 

guide to focus on right improvement areas, which will improve supplier’s performance. 

Right management decisions, which are based on performance measuring, will 

improve supplier’s performance, and increase competitive advantage. As stated by 

Gunasekaran et al. (2004) “Performance measurement and metrics have an important 
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role to play in setting objectives, evaluating performance, and determining future 

courses of actions”. 

 

As well as performance measurement, other supplier relationship management tools 

provide great basis for supplier performance improvement. Supplier evaluation helps 

companies to define those suppliers that are important for the current and future 

business. Supplier segmentation forces companies to deeply compare suppliers to 

company’s business needs and allows companies to better define right development 

actions for right suppliers. Also, segmentation helps companies to better allocate 

resources and direct support for those supplier’s that need it and are good for the future 

business. Last, supplier development guide in designing the right development plans 

for each supplier segment. For example, company can transfer knowledge, which 

increases suppliers’ capabilities and thus improves supplier performance. Supplier 

relationship management will promote value co-creation and increase, communication 

and information sharing and will lead to increase common understanding and help to 

use common metrics to increase the performance ((Enz & Lambert, 2012; So & Sun, 

2010; Giannakis, 2007; Kim et al. 2010.) 

 

Both parts, performance measuring and supplier relationship management will be 

needed to create a powerful tool to increase supplier’s performance. Performance 

measurement is needed to measure and define the current level of performance as 

other supplier relationship management tools are needed to define and optimize the 

right improvement areas and right actions as well as define the business fit. Croxton 

et al. (2001) summarized well performance measuring and supplier relationship 

management as stating that “Measuring performance is a critical part of the supplier 

relationship management process because management needs to assess the success 

of the firm’s relationships.”  

 

RQ2 What parts of performance measurement and supplier relationship 

management should be improved to enable succesfull supplier base and 

long-term competitive advantage? 



86 
 

Performance measurement and supplier relationship management can in right terms 

improve supplier’s performance and long-term competitive advantage. However, 

companies must regularly define areas that needs improvement. One of the first parts 

that should be improved is to clearly derive performance measurement from 

company’s business strategy. Company should measure those parts that are important 

to the end-customer’s point of view. Often companies tend to rely on strong easily 

quantifiable measures, but today soft measures are noticed to be more strategic. 

Measurements should also be clear and easy to apply. Also, sometimes companies 

forget to design supplier score card that according to Stork (1998) should be a high 

priority in any purchasing organization. Performance measurement is continuous 

process and hence should not be used as a benefit only occasionally. It is also 

important to clearly communicate the results of measurements, give feedback and 

make plans for improvement. 

 

More less, many parts of supplier relationship management could be improved. Supply 

evaluation criteria should at least turn focus from net price to TCO and it should be 

understood that supplier evaluation is MCDM problem and only few if any suppliers  

can meet all the buying company’s requirements. Today supplier evaluation should 

evaluate supplier’s willingness to collaborate. Also, environmental fit increases its 

popularity as an evaluation criterion. Supplier segmentation and supplier development 

are also important parts after supplier evaluation. Supplier segmentation and supplier 

development could be improved by first understanding their strong relationship and 

second by following company’s business strategy. Supplier segmentation and supplier 

development is important combination which is not yet fully researched or used as a 

benefit. However, it should be a high priority to segment suppliers and define the most 

important suppliers. Right development actions cannot be directed if different supplier 

relationships are not identified. 

 

Both, supplier performance measurement and supplier relationship management 

should be regular practices in today’s business environment. Many companies have 

implemented part of both of the processes but have not utilized all parts. For example, 

supplier performance measurement systems and segmentation are great tools to 
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increase competitiveness. However, not all companies have designed or updated their 

own performance measurement system or segmentation model or used them to create 

different development plans for suppliers. The tools are often seen time and resource 

consuming and difficult to start to implement.   

 

 Recommendations and future research 

 

One of the objectives of this master’s thesis was to investigate how company can utilize 

performance measurement and supplier relationship management in developing its 

strategic purchasing processes, supplier base and collaboration with suppliers. The 

findings from both theory and empirical part indicated that performance measuring and 

supplier relationship management have an important roles in developing supplier 

relationships and increasing competitiveness. Also, not only improving supplier 

development based on performance measurement systems and supplier 

segmentation can help to build strong supplier base, but they can also help to identify 

easier and earlier possible risks in supply chains. As this study was made in with 

collaboration with one case company the findings cannot be generalized. Today 

companies cannot operate alone and thus, are dependent on their suppliers. Hence, 

performance measurement and supplier relationship management touch all 

companies and it would be interesting to conduct the same study for a wider caption 

of companies.  

 

One of the key findings of this study was to discover the performance measurement 

and SRM differences between theory and empirical part. The importance of supplier 

scorecard, soft measures, and full usage of SRM tools, for example segmentation, 

were strongly recommended through theory part. However, empirical part revealed 

that the different tools and methods are not yet fully utilized in real life. This study did 

not offer insights on why companies have noticed the importance of performance 

measurement and SRM but still lack of using them as a benefit. These reasons could 

be searched in the future as the reasons could provide valuable information for 

companies struggling to improve their business processes and supply base.  
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Last, this study provided a brief outlook of supplier development and how it is in theory 

strongly linked to supplier performance measurement and supplier relationship 

management. However, neither theory or empirical part did not provide clear 

suggestions on how different supplier segments should be developed or which actions 

should be done to develop suppliers to gain competitive advantage. Also, as Ülgen 

(2020) find, not many studies have researched supplier’s view in supplier development 

and its impact to supplier development. In addition, it was proposed that soft measures 

such as sustainability and environmental aspects will increase their importance in the 

future. Supplier’s view and environmental aspects could provide interesting new 

viewpoints for supplier performance measuring and supplier relationship management. 
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 APPENDIX 1 

Interview questions 

 

Yleiset kysymykset 

1) Mikä on yrityksen visio ja strategia? 
2) Mikä on yrityksen hankintastrategia? 
3) Miten organisaation strategia ja visio vaikuttaa hankintastrategiaan?  
4) Mitä loppuasiakkaat odottavat yritykseltä ja sen tuotteilta ja palveluilta? 
5) Mitkä ovat yrityksen kilpailukykyä luovat kriittiset menestystekijät? 
 

Toimittajien suorituskyky ja suorituskyvyn mittaaminen 

1) Mistä osa-alueista toimittajien suorituskyvyn mittaaminen koostuu?  
2) Mitä raportteja yritys muodostaa tällä hetkellä toimittajien suorituskyvystä? 
3) Millä tavoilla tietoa toimittajan suorituskyvystä kerätään mittareihin?  
4) Mitkä ovat toimittajien suorituskyvyn mittaamisen tärkeimmät mittarit?  
5) Mitataanko kaikkia toimittajia samalla mittaristolla? 
6) Mitkä ovat hyväksyttävät tasot eri mittareille ja mittaristoille? 
7) Kuinka usein toimittajien suorituskykyä arvioidaan? 
8) Kuinka usein suorituskyvyn mittauksen tuloksia käydään toimittajien kanssa läpi? 
9) Miten toimittajien suorituskyvyn tulokset kirjataan ylös? Käydäänkö toimittajien 

kanssa läpi vanhoja suorituskyvyn mittaamisen tuloksia ja aikaisempia 
kehityssuunnitelmia? 

10) Miten eri toimittajien suorituskykyä on pyritty parantamaan? 
 

Toimittajien segmentointi ja toimittajasuhteiden hallinta 

1) Mitkä ovat uusien toimittajien valintakriteerit? 
2) Millä perusteella/menetelmällä toimittajat segmentoidaan tällä hetkellä? 
3) Mitä toimittajien eri osa-alueita arvioidaan? (Esim. kulutus, toimittajan tuotteiden 

kriittisyys, fyysinen sijainti) 
4) Mitkä ovat yrityksen olemassa olevat toimittajasegmentit?  
5) Kuinka usein yrityksessä tehdään uudelleensegmentointia?  
6) Onko eri toimittajasegmenteille olemassa erilaisia kehityssuunnitelmia?  
7) Miten yrityksen vuorovaikutus toimittajien kanssa eroaa eri toimittajasegmenteissä?  
8) Kenen vastuulla toimittajien hallinta ja kehittäminen on organisaatiossa?  
9) Miten organisaation strategia vaikuttaa hankintastrategiaan ja miten hankintastrategia 

näkyy toimittajien hallinnassa?  
10) Miten toimittajien segmentointi on dokumentoitu? 


