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TABLE 5.7: Procurement Quality Steps

STEPS ACTIVITIES INVOLVED

1. Measure, track, and recover the
costs incurred from poor supplier
quality

Typical examples of costs are scrap, line shutdowns, warranties, and product recalls. The firm 
should develop a cost-recovery system that holds suppliers accountable by charging quality 
costs back to them.

2. Periodically audit suppliers The purpose of an audit is to uncover quality problems in the supplier’s processes. Following 
the audit, the supplier and manufacturer should work jointly to correct the problems within a 
mutually agreed upon timeframe.

3. Create scorecards for suppliers and
share their results with them

The scorecards can include the number of corrective actions required in the past, costs incurred 
from poor supplier quality, the number of customer complaints related to quality, and the relative 
ranking of the supplier in its industry.

4. Develop a process to correct a
supplier’s quality problems

Investigate the cause of the quality problem, and then list the items that need to be fixed and 
implement appropriate changes. Examples of the changes are recalibration of manufacturing 
equipment and upgrading the skills of employees. The firms should document the changes for 
training purposes. 

5. Involve suppliers in quality
management systems (QMS)

Create a system whereby suppliers (and other supply chain members) openly provide quality-related 
data to the company and vice versa.

designing a product so that it matches up well with the capabilities of a firm’s supply chain members. 27  
Design for logistics is the process of designing a product so that it can be transported easily through 
the supply chain.28 This process includes designing the product’s packaging or transportation routes. 
Similarly, firms can improve the quality of their products by working with their supply chain partners 
to implement value-engineering techniques (see Chapter 4) that focus on eliminating waste in products 
and manufacturing processes. For example, Schneider Electric SE (Rueil-Malmaison, France), a global 
electrical equipment manufacturer, worked with its suppliers to make significant changes to a com-
ponent. The changes improved the quality of the product, sped up delivery times for the supply chain 
members, and lowered costs.29

Production and Delivery
Because of greater global competition, companies are increasingly focusing on logistics—the delivery 
of products and raw materials—as a key way to provide customers with quality and value so as to 
gain a competitive edge. Applying Six Sigma and TQM principles to logistics can improve the quality 
of products. In addition, when supply chain partners collaborate to develop logistics and inventory 
management systems, they increase the likelihood that quality is incorporated into the supply chain 
and that all of the partners benefit from it.

The transportation and packaging industries have also successfully used value analysis and engi-
neering to improve the quality and safety of products and to speed up their delivery. Penske Logistics 
(Penske Corporation, Bloomfield Township, MI), a leading shipping and logistics services provider, is 
one such company. Penske also optimized the supply chain of one of its major customers by imple-
menting uniform-ordering systems for its manufacturing plants.30

5.7 Global Quality Management
In the past decade, countries that offshored their production to emerging economies such as China 
and India sometimes faced serious quality problems in their consumer and industrial products. 
Not all quality management systems and standards can be readily transplanted from one country 
to another, and managing facilities around the globe can be challenging. Some countries may not 
have the technology or infrastructure needed to improve products, and not all cultures place a 
high priority on quality. Language and communication barriers sometimes make it difficult to 
share information and collect the data needed to improve quality. In addition, some team-based 
quality initiatives may require customization from country to country. For example, in some Asian 
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