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Abstract

Supplier performance evaluation is a crucial aspect of supply chain management that impacts
cost efficiency, operational stability, and customer satisfaction. This study aims to develop a
comprehensive framework for evaluating supplier performance using key performance
indicators (KPIs), including delivery reliability, defect rates, cost efficiency, and customer
satisfaction. The research utilizes publicly available supplier performance data to conduct an
in-depth analysis of suppliers based on weighted scoring methods. Statistical and data
visualization techniques are used to rank suppliers, identify strengths and weaknesses, and
provide strategic recommendations for supplier selection. The results highlight the impact of
structured supplier evaluation in mitigating supply chain risks and optimizing procurement
processes. The study concludes that a systematic approach to supplier evaluation leads to
improved decision-making and long-term business sustainability.

Keywords: Supplier Performance, Supply Chain Management, Procurement Efficiency, Key
Performance Indicators, Decision-Making Framework.

1. Introduction

Supplier performance evaluation is an integral part of supply chain management that directly
influences cost structures, risk management, and operational continuity. Organizations must
continuously assess their suppliers to ensure consistent delivery, product quality, and
compliance with contractual obligations. A supplier’s ability to meet or exceed these
expectations directly affects the company’s competitive advantage, operational efficiency, and
overall profitability (Zimmer et al., 2016).

Businesses face significant challenges in objectively quantifying supplier performance due to
the dynamic nature of supply chains and the lack of standardized evaluation metrics. Many
organizations still rely on traditional supplier assessment methods, which often incorporate
qualitative and subjective measures rather than empirical data. These methods include
subjective scoring by procurement managers, historical relationships, and anecdotal
performance reviews. However, reliance on qualitative assessments introduces inconsistencies
and biases, potentially leading to inefficiencies and procurement risks (Gunasekaran et al.,
2017; Hald & Ellegaard, 2016).
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To address this issue, modern supply chain strategies increasingly advocate for data-driven
approaches in supplier evaluation. By integrating quantitative key performance indicators
(KPIs) such as on-time delivery rates, defect rates, and cost per unit, organizations can develop
structured supplier assessment frameworks that enhance transparency and enable objective
decision-making. Such frameworks leverage historical and real-time supplier performance
data, allowing companies to establish predictive models for supplier reliability and
procurement efficiency (Christopher, 2016; Rezaei et al., 2015).
In addition to operational efficiency, supplier performance evaluation also plays a critical role
in risk management. Disruptions such as supply shortages, delays in delivery, or quality failures
can have cascading effects on production lines and customer fulfillment (Govindan et al., 2015;
Kumar & Rahman, 2016). Therefore, businesses must assess supplier capabilities beyond
traditional cost considerations by incorporating risk mitigation strategies and supply chain
resilience metrics (Bai & Sarkis, 2016).
1.1 Research Objectives
This research aims to develop a comprehensive and replicable supplier performance evaluation

framework by:
1. Identifying key performance indicators (KPIs) that determine supplier efficiency and
reliability.

2. Developing a standardized scoring methodology to rank suppliers based on objective
performance data
3. Analyzing supplier performance using publicly available datasets and statistical tools
to compare industry-wide trends
4. Providing insights and recommendations for optimizing procurement strategies,
mitigating risks, and improving overall supply chain.
By achieving these objectives, this study contributes to the advancement of supplier evaluation
methodologies, enabling organizations to implement data-driven approaches for procurement
decision-making. The proposed framework is designed to be scalable across industries, making
it applicable to both large enterprises and small-to-medium-sized businesses (SMEs)
(Govindan & Sivakumar, 2016).

2. Literature Review

2.1 Supplier Performance in Supply Chain Management

Supplier performance plays a pivotal role in maintaining the efficiency and reliability of supply
chain operations. A well-performing supplier ensures smooth procurement processes, reduces
operational risks, and enhances overall business performance (Zimmer et al., 2016). Effective
supplier performance management enables organizations to establish strong supplier
relationships, optimize procurement costs, and ensure the timely delivery of goods and services
(Hald & Ellegaard, 2016).

On the other hand, poor supplier performance can significantly disrupt business operations.
Late deliveries, inconsistent quality, and high defect rates can lead to production delays,
increased inventory holding costs, and customer dissatisfaction (Kannan et al., 2015). In a
highly competitive market, companies that fail to implement structured supplier evaluation
mechanisms often struggle with inefficiencies in logistics, contract management, and overall
supply chain coordination (Christopher, 2016; Govindan et al., 2015).
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To mitigate these risks, companies employ structured supplier performance evaluation
frameworks that integrate both quantitative and qualitative assessments. The use of empirical
data allows businesses to track supplier performance over time, ensuring that procurement
decisions are made based on objective criteria rather than subjective opinions (Rezaei et al.,
2015). A well-established supplier evaluation system also supports long-term supplier
development initiatives, leading to continuous improvements in quality and service (Luthra et
al., 2017).
2.2 Key Performance Indicators for Supplier Evaluation
The evaluation of supplier performance is primarily driven by key performance indicators
(KPIs) that provide measurable insights into different aspects of supplier operations. These
KPIs help procurement managers make informed decisions by assessing supplier efficiency,
reliability, and cost-effectiveness. The most widely used KPIs in supplier performance
evaluation include:

e On-Time Delivery Rate (%): This metric measures a supplier’s ability to deliver goods
within the agreed timeframe. High on-time delivery rates indicate reliability and strong
logistical capabilities, while frequent delays may signal operational inefficiencies
(Rezaei & Ortt, 2013).

o Defect Rate (%): Quality control is critical in supplier management. The defect rate
quantifies the percentage of defective or non-conforming products delivered by a
supplier. A low defect rate is indicative of stringent quality management processes (Bai
& Sarkis, 2016).

e Cost Per Unit (Currency): Financial viability remains a key concern in supplier
selection. This KPI assesses the cost-effectiveness of procurement by comparing unit
pricing trends across different suppliers, ensuring that the selected supplier aligns with
the company’s budgetary constraints (Kumar & Rahman, 2016).

e Order Fulfilment Rate (%): A high fulfilment rate signifies a supplier’s ability to
complete orders in full, minimizing the risk of supply shortages and disruptions in
production cycles (Govindan & Sivakumar, 2016).

o Customer Satisfaction Score: Beyond operational metrics, customer feedback serves as
a crucial indicator of supplier performance. This score aggregates customer experiences
and satisfaction levels based on factors such as responsiveness, communication, and
after-sales support (Kannan et al., 2015).

By tracking these KPIs, organizations can develop comprehensive supplier scorecards that
allow for performance benchmarking and continuous improvement in procurement strategies.
Additionally, real-time monitoring of these indicators can help businesses proactively address
performance issues before they escalate into major disruptions (Luthra et al., 2017).

2.3 Existing Supplier Evaluation Models

Historically, supplier evaluation models have predominantly focused on cost and delivery
performance, often neglecting critical qualitative factors such as supplier flexibility,
sustainability, and compliance with regulatory standards (Handfield et al., 2000). Traditional
cost-based evaluation methods, although useful for initial supplier selection, fail to capture
long-term supplier viability and risk exposure (Zimmer et al., 2016).
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Modern supplier evaluation frameworks advocate for a more balanced approach by integrating
both financial and non-financial metrics. These models assess not only cost efficiency but also
supplier reliability, innovation capabilities, and environmental and ethical considerations
(Krause et al., 2001). Some of the widely recognized supplier evaluation models include:

1. Weighted Scoring Model: This approach assigns different weights to various supplier
performance metrics, allowing procurement managers to evaluate suppliers based on
customized scoring systems. The weighted scoring model helps in making objective
comparisons across different suppliers (Rezaei & Ortt, 2013).

2. Supplier Performance Index (SPI): SPI aggregates multiple performance indicators
into a single composite score, providing a comprehensive overview of supplier
efficiency. This model is particularly useful for continuous monitoring and long-term
supplier relationship management (Bai & Sarkis, 2016).

3. Supplier Segmentation Model: Organizations often categorize suppliers into different
tiers based on their performance and strategic importance. High-performing suppliers
may be designated as “preferred” partners, while underperforming suppliers are either
subjected to performance improvement plans or replaced (Govindan & Sivakumar,
2016).

4. Supplier Balanced Scorecard (SBSC): This model extends beyond traditional
financial measures by incorporating qualitative dimensions such as innovation,
corporate social responsibility, and regulatory compliance into supplier evaluations
(Luthra et al., 2017).

5. Risk-Based Supplier Evaluation: Given the growing complexity of global supply
chains, risk assessment has become an essential component of supplier evaluation. This
model identifies potential risks associated with supplier operations, such as geopolitical
instability, financial instability, and compliance risks (Kumar & Rahman, 2016).

The evolution of supplier evaluation models highlights the shift from a cost-centric approach
to a more holistic assessment framework that aligns with modern supply chain best practices.
By integrating multiple dimensions of supplier performance, companies can build resilient and
adaptive supply chains that support long-term business objectives (Govindan et al., 2015).

3. Research Methodology
3.1 Data Collection
This study utilizes a publicly available supplier performance dataset sourced from Enterprise
DNA (Source). The dataset contains detailed information on multiple suppliers, including:
o Total Deliveries: The number of shipments completed by the supplier.
e On-Time Delivery Rate (%): The percentage of shipments delivered on or before the
scheduled date.
e Defect Rate (%): The proportion of defective items identified in the supplied goods.
e Cost Per Unit (Currency): The price per unit of goods supplied.
e Customer Satisfaction Score: A rating based on client feedback and post-delivery
surveys.
This dataset is selected due to its structured nature and relevance in evaluating supplier
performance through quantitative measures.
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3.2 Data Processing and Normalization
Before conducting the analysis, the dataset undergoes preprocessing to ensure data consistency
and accuracy. The preprocessing steps include:

o Handling Missing Values: Any missing entries in key performance indicators (KPIs)
are either removed or imputed using industry benchmarks.

e Outlier Detection: Extreme values in defect rates, costs, and delivery performance are
identified using statistical methods such as the interquartile range (IQR) technique.

e Normalization: Since the dataset contains different types of numerical values (e.g.,
percentages, currency), a min-max normalization technique is applied to standardize all
values between 0 and 1, ensuring comparability.

o Data Transformation: Any categorical variables (e.g., supplier names) are encoded into
numerical identifiers for analysis.

3.3 Scoring Methodology
A weighted scoring model is used to evaluate and rank suppliers based on their performance
across key indicators. The Supplier Performance Score (SPS) is calculated using the following
formula:
SPS=(W1x OTD) + (W2 x (1-DR)) + (W3 x CS) + (W4 x 1/CU)  where,

o Wi, W2, Wi, W4 = Weight assigned to each KPI based on procurement priorities.

e DR = Defect Rate Score (lower is better).

e OTD = On-Time Delivery Score.

e CS = Customer Satisfaction Score.

e CU = Cost Per Unit Score.
Weight Assignments (Industry Standards-Based)
KPI Weight (%)

On-Time Delivery Rate | 30%

Defect Rate 25%
Customer Satisfaction 25%
Cost Per Unit 20%

The weightings are determined based on industry best practices, with higher emphasis placed
on delivery reliability and quality consistency.

3.4 Data Visualization & Supplier Ranking
Table 1: Supplier Performance Comparison

Supplier On-Time Defect Rate | Cost Per Unit | Customer Supplier
Delivery (%) €3] Satisfaction | Score
(%)

Supplier A 95 0.04 50 4.5 94.99

Supplier B 89.47 0.104 48 3.8 88.45

540



International Journal of Innovation Studies 9 (1) (2025)

Supplier C 98.18 0.019 55 4.9 98.72
Supplier D 86.66 0.088 46 3.5 85.52
Supplier E 97.14 0.060 52 4.2 93.69

4. Results and Discussion
4.1 Supplier Performance Comparison
The analysis reveals significant variations in supplier performance across multiple key
performance indicators (KPIs). Supplier C emerges as the most reliable supplier, achieving the
highest Supplier Performance Score (98.72), attributed to its superior on-time delivery rate
(98.18%), low defect rate (0.019%), and high customer satisfaction (4.9/5). These results
indicate that Supplier C has robust quality control measures and strong operational efficiency,
making it the preferred choice for long-term procurement.
Conversely, Supplier D ranks the lowest with a Supplier Performance Score of 85.52, primarily
due to its high defect rate (0.088%) and low on-time delivery rate (86.66%). This
underperformance suggests the presence of supply chain inefficiencies, potential
manufacturing defects, or logistical challenges that require further investigation and
improvement.
A comparative analysis of Supplier A, Supplier B, and Supplier E shows moderate variations
in performance. Supplier A and Supplier E perform well in on-time delivery and quality but
fall slightly behind Supplier C due to cost efficiency. Supplier B, while having a relatively
lower cost per unit, exhibits inconsistencies in delivery reliability and customer satisfaction,
highlighting a trade-off between cost efficiency and service quality.
4.2 Statistical Analysis
To examine the relationships between supplier performance metrics, a regression analysis is
conducted. The results indicate a strong positive correlation (R? = 0.85) between on-time
delivery rate and customer satisfaction, suggesting that customers highly value prompt and
reliable deliveries. Suppliers that consistently meet delivery schedules tend to receive higher
satisfaction scores, reinforcing the importance of logistical reliability in supplier evaluation.
Additionally, a cluster analysis is performed to categorize suppliers based on their overall
performance. The clustering results classify suppliers into three distinct groups:
o High-Reliability Suppliers (Supplier C, Supplier E): Strong on-time delivery, low
defect rates, and high customer satisfaction.
e Moderate-Performance Suppliers (Supplier A, Supplier B): Acceptable performance
but with room for improvement in at least one KPI.
e Low-Performance Suppliers (Supplier D): Frequent delivery delays, high defect rates,
and lower customer satisfaction.
This classification aids in supplier segmentation, allowing businesses to focus on strategic
partnerships with high-reliability suppliers while implementing corrective actions for
underperforming ones.
4.3 Implications for Procurement Strategies
Findings from this study provide actionable insights for businesses looking to optimize their
supplier selection and procurement strategies. The key takeaways include:

541



International Journal of Innovation Studies 9 (1) (2025)

e Prioritizing High-Performing Suppliers: Companies should allocate a higher proportion
of procurement contracts to suppliers like Supplier C, who demonstrate consistent
reliability, quality, and customer satisfaction.

e Corrective Measures for Underperforming Suppliers: Supplier D’s low performance
indicates the need for corrective action, such as implementing stricter quality control
measures, renegotiating delivery timelines, or seeking alternative suppliers.

e Balancing Cost vs. Quality: While cost is a crucial factor in supplier selection, this
analysis highlights those suppliers with slightly higher costs but superior delivery and
quality metrics (e.g., Supplier C) provide better overall value in the long run.

e Long-Term Supplier Development: Organizations should engage in collaborative
supplier development programs, working with moderate-performing suppliers
(Supplier A, Supplier B) to enhance their quality and reliability.

By integrating these findings into procurement decision-making, businesses can reduce supply
chain risks, improve operational efficiency, and enhance customer satisfaction.

4.4 Limitations and Future Research

While the proposed framework provides a structured and data-driven approach to supplier
evaluation, several limitations exist:

o Dependency on Historical Data: The analysis relies on past supplier performance data,
which may not fully account for real-time fluctuations due to external disruptions (e.g.,
economic shifts, geopolitical factors, supply chain shocks). Future research should
explore real-time analytics and predictive modeling to enhance supplier evaluation.

e Lack of Qualitative Factors: This study focuses on quantitative KPIs such as delivery
rates and defect percentages. However, qualitative factors such as supplier
responsiveness, innovation, and ethical compliance are also critical in procurement
decisions. Future research should incorporate natural language processing (NLP) and
sentiment analysis to assess qualitative supplier attributes from contract reviews,
customer feedback, and compliance reports.

o Industry-Specific Supplier Evaluation Models: Different industries may have unique
supplier performance requirements (e.g., healthcare suppliers prioritize regulatory
compliance, while manufacturing suppliers emphasize cost efficiency). Further studies
should explore customized evaluation models tailored to specific industry needs.

Despite these limitations, this study offers a robust foundation for structured supplier
evaluation and provides practical implications for businesses aiming to enhance supply chain
resilience through data-driven procurement strategies.

S. Conclusion

This study presents a comprehensive supplier performance evaluation framework based on
empirical data analysis, integrating multiple key performance indicators (KPIs) such as on-
time delivery rates, defect rates, cost efficiency, and customer satisfaction. The research
findings highlight the importance of a structured approach in supplier selection, emphasizing
data-driven decision-making over traditional cost-centric evaluations.

A key contribution of this study is demonstrating that supplier evaluation should extend beyond
price-based assessments. Suppliers that prioritize delivery reliability and product quality tend
to enhance overall supply chain stability, reducing disruptions and ensuring consistent product
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availability. The study further underscores that companies utilizing multi-KPI-based supplier
evaluation models can achieve significant operational improvements, including better contract
negotiations, risk reduction, and improved service levels.

The implications of this research are highly relevant for procurement managers, logistics teams,
and decision-makers in supply chain operations. By implementing a scalable, systematic
supplier evaluation process, organizations can achieve:

o Enhanced supplier accountability: Suppliers are held to performance standards that
ensure continuous improvement.

e Reduced procurement risks: Early detection of underperforming suppliers minimizes
operational disruptions.

e Optimized cost-quality balance: Decision-makers can weigh supplier costs against
reliability, quality, and customer satisfaction.

e Better long-term supplier relationships: Data-backed assessments enable transparent
discussions and collaborative improvements with suppliers.

Despite its contributions, the study acknowledges certain limitations. The analysis is based on
historical performance data, which may not fully capture real-time supplier performance
fluctuations. Additionally, qualitative factors such as supplier flexibility, innovation, and
sustainability efforts were not explicitly incorporated into the evaluation framework. Future
research should explore real-time data integration, Al-driven predictive analytics, and
qualitative supplier assessments to develop a holistic supplier evaluation model.

6. Future Research Directions:

1. Machine Learning for Supplier Performance Prediction: Advanced models can analyse
past trends and predict future supplier reliability based on dynamic factors.

2. Integration of Qualitative Metrics: Combining data-driven insights with subjective
supplier attributes such as innovation, sustainability, and responsiveness.

3. Industry-Specific Supplier Evaluation Models: Developing sector-specific evaluation
frameworks tailored to unique procurement needs in industries such as manufacturing,
healthcare, and retail.

4. Automated Supplier Rating Dashboards: Leveraging Al-powered analytics for real-
time supplier scorecards to aid procurement teams in dynamic decision-making.

By advancing supplier evaluation methodologies through predictive analytics and automation,
future research can further streamline procurement efficiency, enhance risk mitigation
strategies, and contribute to the broader field of supply chain management.
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