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SRM Program Objectives

�� Build stronger relationships and enhanced collaboration with key suppliers, in order to realize increased value from joint 
collaboration, technology innovation, and improvements in service and support

�� Leverage supplier assets and capabilities to generate a competitive advantage (versus only focusing on purchasing goods and 
services at a lower cost)

�� Ensure more structured and focused engagement with key suppliers, in order to become a Customer of Choice

Key Elements of SRM

Supplier segmentation

Effective supplier relationship management requires segmentation of suppliers and aligning limited management time and 
resources with different levels of supplier risk and opportunity. It is important to differentiate between strategic and critical 
supplier for a given business unit, versus for the overall enterprise. 

Approved Market  
Competitive Suppliers Preferred Suppliers Emerging Partners Transformational Partners

Operating 
Unit

No benefit for managing supplier at 
division or corporate level

Potential to become strategic — 
primary relationship with a single 

operating unit; executive sponsor and 
development plan

Division
Division level contract — coordinated 

contracting, purchasing, and 
scorecards at division level

Potential to become strategic — 
relationships with multiple operating 
units; senior executive sponsor and 

development plan

Potential for transformational impact 
on a single division; integrated 

business planning and governance

Corporate
Corporate level contract — 

coordinated contracting, purchasing, 
and scorecards at division level

Potential for transformational impact 
for multiple divisions; integrated 

business planning and governance

Supplier engagement

SRM seeks to elevate engagement and relationships with strategic suppliers. The supplier engagement model for each supplier 
will vary depending on the outcome of the segmentation process. This will affect supplier performance measurement, the level 
and frequency of executive engagement, the timeframe over which results are achieved, and the strategic nature of joint activities 
discussed with the supplier. 

Illustrative SRM Program Blueprint

Supplier Relationship Management

Supplier Relationship Management 
(SRM) is a cross-functional approach 
to planning and managing the 
entire lifecycle of interactions with 
key suppliers, in order to forge 
collaborative relationships and 
maximize value for both parties.
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7. Manage Supplier  
Off-boarding

4. Measure Supplier  
Performance

6. Manage Supplier 
Risks and Issues

3. Manage Supplier  
Collaboration

5. Manage Supplier  
Performance 
Improvements

2. Manage Supplier 
On-boarding

1. Execute Supplier  
Segmentation

Minimise disruptions 
when off-boarding a 
supplier from SRM

Provide a  
comprehensive and 

balanced view of  
supplier performance

Ensure efficient 
& collaborative 

resolution of issues 
with suppliers

Enable 
identification of and 

execution against 
specific collaboration 

opportunities

Ensure effective 
execution against 

performance  
improvement plans

Build joint  
understanding of  
relationship and  

engagement model

Optimise allocation 
of limited time and 

resources

Off-boarding  
plan

Supplier  
performance  

report

Issue escalation  
documentation

Joint business plan

Performance  
improvement plan

Supplier profile  
summary

Supplier  
segmentation  

assignment
Risk management 

plan

Joint governance 
and engagement 

model

Performance  
conversation 

template

Performance  
scorecard

Performance  
measurement  

guidelines

Joint escalation  
template

Off-boarding  
checklist

Joint escalation  
guidelines

Off-boarding  
guidelines

Performance  
improvement plan 

template

Supplier 
development 

guidelines

SRM segmentation 
calculator

Segmentation  
guidelines

Kick-off meeting 
agenda

Supplier profile  
template

SRM roles &  
responsibilities

On-boarding  
checklist

Joint business  
planning agenda

Risk management 
plan template

Joint business plan 
template

Supplier 
development 

Illustrative Supplier Segmentation Framework
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Supplier governance

Through SRM, interactions with suppliers are 
conducted in a way that maximizes the value of 
supplier relationships while optimizing the use of 
limited resources.  Each supplier involved in the 
SRM program should be be assigned a supplier 
account team that will provide strategic direction 
and support SRM initiatives.  This team will work 
closely with internal clients and functional groups 
that interact with the supplier. 

Joint business planning

Together, representatives from both organizations will analyze the entire scope of their relationship to identify breakthrough 
opportunities and drive continuous improvement.  This joint planning serves to supplement existing short-term project-based 
planning, and provides a mechanism through which both organizations can identify strategic opportunities that may deliver 
significant returns both in the short and long-term.

Two-way performance measurement and management

A scorecard and performance measurement process measures 
day-to-day operational performance and longer term strategic 
and financial value, as well as the quality of the working 
relationships with key suppliers.  At the conclusion of each 
performance measurement cycle, stakeholders at both 
companies meet to jointly analyze the data, diagnose, and 
develop action plans to address any areas of underperformance 
and celebrate and discuss how to build on successes. 

Illustrative Engagement Frequency

The schematic below illustrates a typical cadence of key supplier 
relationship management (SRM) activities, as well as the connections 
across different levels of activity.  The specific frequency and timing of 
activities with a given supplier will likely vary.
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(Re) Segmentation

Internal 
Prep

Internal 
Prep

Joint Business 
Planning 
Meetings

Quarterly 
Business 
Review

Internal 
Prep

Quarterly 
Business 
Review

Internal 
Prep

Quarterly 
Business 
Review

Internal 
Prep

Quarterly 
Business 
Review

New Strategic Supplier On-boarding (as needed)

Annual and mini-summits (scheduled based on need/opportunity)

Strategic Opportunity 
Review

Internal 
Prep

Strategic Opportunity 
Review

Joint Business 
Planning 
Meetings

Executive Sponsor to 
Executive Sponsor 

Meeting 

Lagging measures
(outcomes)

Leading measures
(means)

Cost reduction
� Lower cost of goods sold
�  Lower overhead expenses
� Increased profit margin

Revenue increase
� Incremental revenue
� Incremental profit
� Increased free cash flow

Risk exposure reduction
� Lower supply disruption risk
� Lower quality and service risks
� Reduced reputation risks

Realization of Business Value

� Demand / consumption reduction
� Specification simplification and/or standardization
� Access to new markets
� New or improved products leveraging supplier innovation

� Improved service levels
� Improved quality levels
� Improved efficiency and quality of administrative

processing (e.g., invoice accuracy)
� Improved flexibility & responsiveness

Realization of Business Benefits Operational Performance

� Level of trust
� Frequency and quality of communication

Relationship Health & Quality Enablers

� Degree of mutual understanding
� Quality of joint problem-solving and conflict management)

� Frequency of value discovery and planning sessions
� Number of multi-year joint strategic plans with suppliers

Use of  Value Levers

� Number and type of joint improvement /
innovation initiatives underway

� Implementation of joint processes /
procedures (e.g., joint demand forecasting)

D i m e n s i o n C a t e g o r y M e t r i c S u b - m e t r i c M e t r i c  V a l u e T a r g e t T r e n d S t a t u s

S t r a t e g i c  V a l u e

J o i n t  a n d  I n d i v i d u a l  

s t r a t e g y  /  o b j e c t i v e s

I n n o v a t i o n

S t r a t e g i c  f i t

P a r t n e r  s u r v e y :  

S t r a t e g i c  v a l u e

F i n a n c i a l  V a l u e

V a l u e

R e v e n u e s

C o s t s

P a r t n e r  s u r v e y :  

F i n a n c i a l  v a l u e

P a r t n e r s h i p  C a p a b i l i t y

G o v e r n a n c e

P a r t n e r  s u r v e y :  

P a r t n e r s h i p  C a p a b i l i t y

P a r t n e r  s u r v e y :  

P a r t n e r i n g  I m a g e

O p e r a t i o n a l  

E f f e c t i v e n e s s

T i m e l i n e s

Q u a l i t y

P a r t n e r  s u r v e y :  

O p e r a t i o n a l  

E f f e c t i v e n e s s

Key Supplier A Scorecard 

Dimension Category Metric Sub-metric Metric Value Target Trend Status

Strategic Value

Joint and Individual 
strategy / objectives

Innovation

Strategic fit

Partner survey: 
Strategic value

Financial Value

Value

Revenues

Costs

Partner survey: 
Financial value

Partnership Capability

Governance

Partner survey: 
Partnership Capability

Partner survey: 
Partnering Image

Operational 
Effectiveness

Timelines

Quality

Partner survey: 
Operational 

Effectiveness

Key Supplier B Scorecard 

Dimension Category Metric Sub-metric Metric Value Target Trend Status

Strategic Value

Joint and Individual 
strategy / objectives

Innovation

Strategic fit

Partner survey: 
Strategic value

Financial Value

Value

Revenues

Costs

Partner survey: 
Financial value

Partnership Capability

Governance

Partner survey: 
Partnership Capability

Partner survey: 
Partnering Image

Operational 
Effectiveness

Timelines

Quality

Partner survey: 
Operational 

Effectiveness

Key Supplier C Scorecard 

Dimension Category Metric Sub-metric Metric Value Target Trend Status

Strategic Value

Joint and Individual 
strategy / objectives

Innovation

Strategic fit

Partner survey: 
Strategic value

Financial Value

Value

Revenues

Costs

Partner survey: 
Financial value

Partnership Capability

Governance

Partner survey: 
Partnership Capability

Partner survey: 
Partnering Image

Operational 
Effectiveness

Timelines

Quality

Partner survey: 
Operational 

Effectiveness

Key Supplier D Scorecard 

Category Portfolio Review Meeting objectives  

� Review key risks, opportunities, and priorities 

� Discuss any capability gaps and resource gaps and plans to   
address those gaps

• Decisions aren’t made in a timely manner – the 
partners appear to be locked in a stalemate between 
positions

• Lack of trust between partners risks future 
operations

• Clinical plan on schedule

• Supply agreement finalized

• $40m milestone paid on time

• Development costs on plan

• Strategic fit consistent with deal origination

• Japanese development at risk

Partnership CapabilityOperational Effectiveness

Financial ValueStrategic Value

• Decisions aren’t made in a timely manner – the 
partners appear to be locked in a stalemate between 
positions

• Lack of trust between partners risks future 
operations

• Clinical plan on schedule

• Supply agreement finalized

• $40m milestone paid on time

• Development costs on plan

• Strategic fit consistent with deal origination

• Japanese development at risk

Partnership CapabilityOperational Effectiveness

Financial ValueStrategic Value

Category A Report 

• Decisions aren’t made in a timely manner – the 
partners appear to be locked in a stalemate between 
positions

• Lack of trust between partners risks future 
operations

• Clinical plan on schedule

• Supply agreement finalized

• $40m milestone paid on time

• Development costs on plan

• Strategic fit consistent with deal origination

• Japanese development at risk

Partnership CapabilityOperational Effectiveness

Financial ValueStrategic Value

• Decisions aren’t made in a timely manner – the 
partners appear to be locked in a stalemate between 
positions

• Lack of trust between partners risks future 
operations

• Clinical plan on schedule

• Supply agreement finalized

• $40m milestone paid on time

• Development costs on plan

• Strategic fit consistent with deal origination

• Japanese development at risk

Partnership CapabilityOperational Effectiveness

Financial ValueStrategic Value

Category B Report 
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Revise category 
plans

• Decisions aren’t made in a timely manner – the 
partners appear to be locked in a stalemate between 
positions

• Lack of trust between partners risks future 
operations

• Clinical plan on schedule

• Supply agreement finalized

• $40m milestone paid on time

• Development costs on plan

• Strategic fit consistent with deal origination

• Japanese development at risk

Partnership CapabilityOperational Effectiveness

Financial ValueStrategic Value

• Decisions aren’t made in a timely manner – the 
partners appear to be locked in a stalemate between 
positions

• Lack of trust between partners risks future 
operations

• Clinical plan on schedule

• Supply agreement finalized

• $40m milestone paid on time

• Development costs on plan

• Strategic fit consistent with deal origination

• Japanese development at risk

Partnership CapabilityOperational Effectiveness

Financial ValueStrategic Value

Category C Report 

Partnering 
Capability 

Operational 
Performance

Financial Value

Strategic Value

Partnering image

Engagement model

Governance

Quality

Timelines

Cost avoidance

Costs

Revenue

Value

Strategic fit

Capability building

Innovation

Strategy / objectives

[Alliance 4][Alliance 3][Alliance 2][Alliance 1]

Partnering 
Capability 

Operational 
Performance

Financial Value

Strategic Value

Partnering image

Engagement model

Governance

Quality

Timelines

Cost avoidance

Costs

Revenue

Value

Strategic fit

Capability building

Innovation

Strategy / objectives
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Dashboard report

Core Values

Supply Management Processes

Quality of Goods/Services

Performance of Goods/Services

Key Account Management

Internal Communication

External Communication

After-sales Support

Continuous Improvement

Collaboration

100

75

50

25

Value Generation

Price Competitiveness

Data/Information Transparency

Technological Innovation

Strategic Engagement

Joint Planning

Customer of ChoiceRisk Management 
Sustainable 
Development

Local Community Development


