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Ways to Use Vendor Scorecards to Gauge Your
Supplier Relationships

Vendor Scorecards are not a one-size-fits-all. Scorecards are consistently used
to track supplier performance based on metrics that are important to your or-
ganization and can be used for businesses of any size. The results of a supplier
scorecard can be powerful in determining if your company is aligned with the
right suppliers and if the goals of your supply chain are being met through your
existing partnerships.

So, what are the key elements of a supplier scorecard? What do companies mea-
sure? What really matters to you?

There is no set standard in any industry on what companies should require as a
measuring component. Many organizational methods of scoring evolve over time
as their business needs change or if contractual obligations require additional el-
ements for consideration. Also, a critical element to consider when developing a
Supplier Scorecard is a 360-degree view. This requires input from various depart-
ments who have contacts with the same pool of suppliers in multiple capacities
and filter out any redundant or repititive supplier information.

Having an integrated Supplier Relationship Management system in place will help
alleviate some of the common pitfalls companies face. Here we will explore the
top 3 Key Performance Indicators in developing a scorecard that will help you
make informed decisions on evaluating the relationships with your supplier.

+ Pricing

+ Quality
+ Supplier Responsiveness
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Pricing

It may sometimes seem as a no brainer when companies decide to
determine metrics based on pricing, right? Not necessarily. In many
instances your procurement department has negotiated pricing
based on quantity and established an agreement or contract that
pricing will be maintained over the course of the year at said price.
Therefore, having a comprehensive view of the suppliers who have
adhered to and maintained the pricing over the course of the grad-
ing period is vital in determining if these suppliers will continue to

receive business from Procurement in the future.

Quality

Getting a good price on your products is important for your procure-
ment team but not the only thing that matters to your supply chain.
It is just as critical as to make sure that when the product arrives, it
meets all standards in place. Looking at the number of parts in total
that have arrived and the percentage of those parts that made it
through quality inspection process without defect is one standard
methodology used by many companies. When a supplier's quality
performance falls below an acceptable level, using the scorecard
process will not only give visibility internally to your stakeholders that
there is an issue, but also it is important to provide the supplier an
opportunity to improve within a predefined time period to adhere to
your company's standards. Using a quality KPI also provides a way to
identify risk to your supply chain that may cause trickle-down effects
like production downtime or product recalls.
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Supplier Responsiveness

The third indicator is supplier responsiveness. When things are not
going as planned in the supply chain, having a party on the other end
who understands the critical nature of your business is important.
While a supplier reacting to your needs in time of crisis is one mea-
sure, the amount of time suppliers take to respond to your pricing
request, engineering questions and overall general inquiries should
be taken into consideration. Responsiveness is usually measured in
days and an acceptable level of time should be established across
your organization for effective reporting.

Generally, an acceptable timeframe is 24 hours, but this is strictly
dependent on your companies’ line of business. For instance, a man-
ufacturing facility with perishable product may not have the luxury of
waiting through a 24-hour period. Whereas an electronics manufac-
turing company, that does not have to deal with product's shelf life
or expiration dates deems 24 hours as acceptable.

Supplier Scorecards are an important part of gauging your relation-
ships with your suppliers. The data that is used in the scorecard
should not only show your supplier where they stand but also used
internally to determine if your companies’ goals are being met or if a
realignment is needed. Scorecards do not always have to be such a
daunting task. Creating a Supplier of the Quarter designation is one
method where companies find their suppliers take more of an own-
ership in the process. Likewise using the metrics from the scorecard
also will assist in creating a preferred supplier list for use by all stake-
holders of your organization.

Connect with our supply chain experts today to learn more about
optimization in Supplier Relationship Management (SRM).
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. ABOUT
CELPROS

DELIVERING EFFICIENCIES THAT MATTER

XcelPros delivers transformation through technology. We are a business and
technology solutions company with deep industry knowledge in Chemical, Pharma, Life
Sciences (including Medical Devices, Bio-Medical & Biotech), Discrete

Manufacturing, Insurance, Distribution and Food & Beverage.

Our team is comprised of forward-thinking, experienced technology consultants and
Subject Matter Experts (SMEs) with decades of business, industry and regulatory e
experience.

XcelPros is headquartered in Greater Chicago with additional offices in Atlanta and ]
Bangalore (Silicon Valley of India).

XcelPros is a Systems Integrator (SI) and a Direct Cloud Solutions Provider (CSP) offering
software licensing, implementation and consulting services for Microsoft
Dynamics 365 for Finance & Operations (ERP), Microsoft Dynamics 365 CRM,
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Microsoft Dynamics AX, Al, Business Intelligence & Analytics (Power Bl), SharePoint, T ‘
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power our customer’s businesses. We believe technology is the key enabler of
exponential growth for us and our customers.

Contact XcelPros today to transform your business.

Call us toll-free - 1.855.411.0585 (or) visit www.xcelpros.com
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. DISCLAIMER:

All statements and/or opinions expressed in this article were based on experience and / or
third party materials available to the authors which formed the basis of such statements/opin-
jons. XcelPros does not warrant the accuracy, completeness, or reliability of such

underlying information (or the Company’s interpretation thereof) which has formed the basis
of the Company’s and/or author's opinion. We strongly recommend that you consult an expert
from XcelPros before you take action as a result of this collateral.




