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both the buying organization and the supplier organization to access and maintain information in a 
collaborative way. Although the nature and type of supplier information required may vary depending 
on the size and culture of the buying organization, there are some desirable information features that 
can serve as a standard for a basic supplier information management platform. These features include:

•• The supplier’s ability to produce quality products at competitive prices.
•• The supplier’s stability and financial standing.
•• The supplier’s responsiveness to buying organization needs.
•• The supplier’s commitment to continuous improvement.
•• The supplier’s ability to deliver goods and services on time and as promised.
•• The supplier’s commitment to sustainability improvements and corporate social responsibility.

Tracking and managing supplier information that presents a holistic picture of a firm’s suppliers is a 
complicated undertaking. Often, the information is dispersed across multiple, disconnected systems. 
The records are also often incomplete and out-of-date, and it can be difficult to segment and priori-
tize suppliers when the buying organization uses large numbers of them. As a result, the first step in 
creating a valuable supplier management information system is collecting and updating all supplier 
information, making it internally consistent (using the same record systems), and ensuring that all 
vendor and supplier purchases and contacts are centrally controlled.38

Supplier Risk Management
Whether in the manufacturing sector or the service sector, if key suppliers become operationally or 
financially unable to do business, it can be detrimental to the firm’s performance. Consequently, a key 
part of supplier management is having a supply-risk management process in place. Table 10.2 presents 
five major types of supply risks and the strategies that companies can use to mitigate and manage 
those risks.

Supply-risk management should include an evaluation of the past performance of a firm’s sup-
pliers, its reputation in the market relative to its competitors, its modes of communication with its 
customers, its ordering and delivery policies, and its procedures. Suppliers should also be assessed 
for their ability to overcome events such as natural disasters, economic downturns, and threats from 

TABLE 10.2: Types of Supply Risks and Mitigation Approaches39

TYPE OF 
SUPPLY RISK DESCRIPTION MANAGEMENT AND MITIGATION APPROACH

Strategy Risk Stems from the choice of a company’s sourcing strategy. 
For example, a small family-run business may not have the 
resources to support a global sourcing strategy.

Choose the right sourcing strategy up front to identify and 
qualify the right suppliers using reliable market intelligence.

Market Risk Stems from volatility in market prices caused by 
fluctuations in stock prices, exchange rates, interest rates, 
and commodity prices.

Use approaches such as price hedging, forward contracts, 
quantity discounts, multiple suppliers, and supplier 
incentives, or postpone decisions to counter volatility in 
market prices. 

Implementation 
Risk

Stems from suppliers’ inability or unwillingness to meet 
delivery lead times or increase production because of capacity 
problems or because the buyer is not a key customer.

Identify and select new suppliers quickly to minimize 
disruptions in production, lead times, etc.

Performance 
Risk

Stems from ongoing quality and financial issues with the 
supplier.

Continuously monitor all suppliers using technology to 
detect early-warning signals to avoid disruptions caused by 
bankruptcies, performance problems, ownership changes, 
labor strikes, geopolitical changes, or the inability to meet 
compliance regulations. Use prequalified suppliers and 
clearly establish tolerances for product quality standards 
and consequences of quality failures. 

Demand Risk Stems from fluctuations in demand and inventory levels. Use multiple suppliers and suppliers that have the capacity 
flexibility to respond to demand changes.


