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Abstract 
The paper aims at providing a Vendor Assessment model which can be useful to 
evaluate potentialities and capabilities of suppliers. The assessment of a supplier's 
capacity to undertake supply relations is carried out by means of a process-based 
view of the company. It is assumed that effective and integrated processes contri
bute to a company's capacity to develop satisfactory relations within the supply 
chain in which it operates. The assessment of each process is based on the measure
ment of its assets or variables of state: human, technology and finance resources 
and organisational skills. The analysis has been carried on by a survey to verifYing 
the potential of southern Italian sub-contractors to respond to the needs of 
commissioning companies in the machine tools and special purpose machines 
industries. The ultimate aim of the study, which is funded by the European Union 
and the Institute for Industrial Promotion, is to create new client-supplier relations 
between large companies in the machines sector and small and medium enterprise 
(SME) suppliers in southern Italy. 

Although the study has not yet reached an acceptable level of statistical 
significance, the in-depth analysis of approximately 200 suppliers in the machine 
sector does, nevertheless, indicate the strengths and weaknesses of sub-contraction 
in southern Italy, and suggests possible ways in which those companies still without 
sufficient skills to satisfy the needs of potential commissioners can improve. 
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INTRODUCTION 

The markets globalisation forces the companies to re-organise internal and external 
activities, in order to satisfy the requirements of a world-wide marketplace. There is 
a tendency of the companies to move towards a more efficient use of their own, 
internal resources, which become a pre-requisite for success, as well as to the 
correct identification and satisfaction of market needs (De Maio and Maggiore, 
1992; Lamming, 1993). Among the various ways which can be pursue by a 
company in realising its competitive strategies, supplier management appears to 
playa fundamental role. The choice, assessment and promotion of suppliers allow a 
company not only to improve its own performances, but also the ones of the supply 
chain it belongs to (Hartley and Choi, 1996; New, 1996).Therefore, to undertake 
successful relations which can continue and became steady over time, suppliers 
must have particular features. A simple analysis of the product produced is no 
longer a sufficient means of assessment, and variables linked to company internal 
capabilities increasing their importance (Ellram 1990). 

For this reason, in this work, the evaluation of a supplier's capacity to undertake 
supply relationships is based on an assessment of their operational, strategic and 
organisational processes, in order to verify the capabilities not only to manage its 
own internal affairs, but also to interface and interact up and down the supply chain 
(Bartezzaghi et aI., 1994; New, 1996). The paper illustrates how the analysis of 
company processes and relative assets or variables of state (human, technological, 
financial resources and organisational skills) allows a customer to select the 
supplier best able to satisfy its specific needs. On the other hand, the identification 
of the critical variables, which have the greatest impact on the results of company 
processes, indicate to the supplier, the necessary improvements to move from 
simple commercial relations with its customers, to more long-term, articulated and 
complex relationships, identifying a possible growth path for the supplier 
companies. 

The main purpose of this article is to present a supplier evaluation model 
developed and some empirical results pointed out from a survey verifying the 
potential of southern Italian suppliers to respond to the needs of buyer companies 
in the machine tools and special purpose machines industries. This work is carried 
out of a part of a project promoted by the European Community and the Institute 
for Industrial Promotion which seeks to create new client/supplier relations 
between large companies in the machines sector and suppliers in southern Italy. 
The end customer of supply chain is a big-medium sized finn, while intermediate 
suppliers/customers are small and medium sized enterprises (SMEs). 

The articulation of the work is the following: after a brief review of recent 
literature about supplier selection criteria and techniques, first of all the 
methodology used is summarised; then the supplier evaluation model is presented; 
finally, data analysis results are proposed. 
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2 LITERA TURE REVIEW 

According to recent literature the selection and evaluation of supplier are really 
relevant questions: the right choice not only influences the performances of current 
purchase, but it more and more determines the overall company performances. 
Moreover in a turbulent market finding the right partner is not so banal: the 
typology of selection criteria goes beyond traditional performance measurement 
and often requires the assessment of intangible factors, attitudes and potentialities. 
Then, the number of the variables to measure is really increasing as the investi
gation focus moves from product/service performances to company attitudes. As 
the relevance and complexity of the question it is important to point out how recent 
literature considers two different problems: first of all the problem of the evaluation 
tool or technique which can help in aggregating the numerous variables measured 
and so providing a rating of suppliers, and then which are the right information to 
collect and elaborate in order to satisfy the requirements of the customers. 

About the techniques, some different approaches have been considered and their 
main characteristics have been reported in Table 1. 

Table 1 Some techniques for supplier evaluation 

Study Model 

Timmerman 
1986 

Soukup 1987 

Thompson 
1990 

Weber and 
Ellram, 1992 

Mohanty and 
Deshmukh 
(1993) 

• Categorical approach: it rates suppliers on a number of equally 
weighted factors 

• Cost ratio approach: it evaluates the costs associated with 
dealing with a certain supplier 

• Linear averaging: it rates supplier on a number of different 
weighted factors 

Payoff matrix which evaluates potentialities of suppliers in 
different probable scenarios 

The approach rates suppliers on a number of differently weighted 
factors 

Multi-Objective Programming (MOP): the supplier selection 
decision is solved as a multi-objective problem, identifying the 
"best-compromise solution" 

AHP: The decision maker develops a hierarchical structure of the 
factors in the given problem and provides judgements about the 
relative importance of each of these factors and ultimately specifies 
a preference for each decision alternative with respect to each 
factor. 
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Timmermann (1986) discusses three approaches for the supplier evaluation: 
categorical, cost ratio and linear average or weighted-point method. Categorical 
approach is really easy and cheap to use but it is based on personal and subjective 
judgement and does not create a priority among criteria as they are equally 
weighted. Cost ratio method on the other side is more objective, but it is really 
complex to implement because it requires a complete cost accounting system. At 
least linear averaging method, is more objective than a categorical method and the 
criteria are weighted by their importance, but it requires great attention in defining 
these weights. 

Soukup (1987) proposes a payoff matrix showing the supplier potentialities in 
different scenarios: it requires to clearly quantify the probabilities of different 
outcomes and the performances of the suppliers for every scenario. 

Thompson (1990) discusses a weighted point method associated with a simula
tion technique (Monte Carlo) to include uncertainty. 

Mohanty and Deshmukh (1993) try to apply AHP techniques to supplier selection 
problems. This approach presents several advantages: it allows to incorporate both 
tangible and intangible factors which can be disaggregated in more meaningful and 
quantifiable variables, the model is really transparent to users, can be easily applied 
iteratively, it gives flexibility in verifying the subjectivity of factors, sensitivity 
analysis can be incorporated, it is easily adaptable to new situations and at least 
some risk factors can be included. In any case it is clear that including too many 
variables in the model can increase complexity of the procedure. 

The other topic concerns the supplier selection criteria. Different approaches 
have been followed in literature to analyse this particular question. In particular, 
starting from Dickson (1966), many papers (Soukup, 1988; Weber et aI, 1991; 
Willis and Huston, 1992; Stamm and Golhar, 1993; Mendez and Pearson, 1994) 
have pointed out how quality, delivery, service and price seem to drive the supplier 
selection decision. Even if the individual weighting and relevance of the factors 
vary according to buying situation or product characteristics (Wilson, 1994; 
Kauffman, 1994) the focus of the traditional perspective remains cost reduction. 
Other studies (Ellram, 1990; Esposito and Lo Storto, 1992; Nassimbeni et a1.l993), 
stress how traditional performances do not provide complete and reliable 
information in selecting suppliers mainly when the relationship to be established 
becomes longer and closer. In other words as the mutual commitment and the 
sharing of risk and benefits orientation required to both the parties increase, it is 
very restrictive just considering supplier's performances in the assessment 
activities: the focus on current products does not allow to understand supplier 
potentialities and future direction which become fundamental with the long term 
orientation of the relationship. On the other side some difficulties arise when such 
type of criteria are considered: first of all the measurability as they refer to both 
qualitative and quantitative variables; and then the scope and cost of the 
information as data about the whole company should be collected. While the first 
problem could be partially solved through the choice of an adequate selection tool, 
which can combine both quali-quantitative factors, the second point is more related 
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to the content of the information. Going beyond performances and investigating 
supplier's processes requires higher costs in identification and collection of the 
right information and more risk in sharing internal data which can be only justified 
by a long term, closer and win-win relationship. 

Moreover not so many authors deeply analyse which are the right factors useful 
to evaluate the potentiality of suppliers. The main contributes highlight how it 
could be related to the capability of managing the technological and operative 
interface of the dyadic relationship as capabilities, and technologies mainly referred 
to design and manufacturing (Weber and Ellram, 1990) processes, the organisatio
nal culture and strategic coherence (Esposito and Lo Storto; 1992; Kolay, 1993), 
feeling of trust (Landeros et aI., 1995; Smeltzer, 1997). 

The model presented in this paper tries to provide a complete and versatile 
supplier evaluation tool which can assess both output measures and potentialities 
and then aggregating them in order to rate different supplier according to 
customers' priorities and needs. 

3 METHODOLOGY 

The methodology is based on both a theoretical and an experimental approach: an 
empirical study on 200 small and medium sized supplier firms and 25 buyer 
companies has been combined with a theoretical approach on this research. 

First of all, in order to determine the characteristics of the demand in the 
machines sector, a survey on the methods used by commissioning companies to 
assess and select their suppliers was carried out. The heads of purchasing of 25 
companies were interviewed and structured questionnaires were filled in giving 
details of the procedures and selection criteria adopted with respect to suppliers. 
The survey points out that purchasing managers assessment systems are focused on 
performance measures relating to quality, service and cost of the product, but "if 
buyer-supplier relationships are to be developed and advanced in practice, methods 
of assessment suppliers must reflect the new requirements" (Lamming, 1996). 

The focus of the supplier evaluation model proposed in this paper is to find and 
translate subjective factors into effective and measurable firm's assets (Kolay, 
1993). This leads to the development of a process-based model, describing and 
evaluating the key processes, that can be seen a major importance for determining 
suppliers present and expected future performances and/or capabilities. Taking a 
top down approach, a supplier firm is viewed as a set of business processes; 
identifying the inter and intra-companies processes, the supplier firm is modelled 
by the physical, administrative, managerial and financial processes which carries 
out to develop its activities of designing, manufacturing, selling, delivering and 
servicing its product. To be effective, each process use a number of resources or 
enabling factors: using a hierarchical method a detailed resources-based view 
model of each process is developed. So a framework for measuring and evaluating 
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the supplier capabilities has been developed and it will be illustrated in the next 
section of the paper. 

First validation on the model has been requested to the buyers of customer 
companies with face to face interviews. The survey also pointed out that, depending 
on the type of relationship, the type of commodity, part or service purchased, 
operational processes are better assessed, because they are believed to be better 
correlated to product performance. In fact just few of respondents consider impor
tant the other types of processes: this confirms how it's hard for buyers to abandon 
old habits and traditional approaches to purchasing, also when they try to develop 
more co-operative relationship. 

The developed model has been then applied and used to processed data collected 
through a survey on 200 suppliers SMEs located in Southern Italy and 25 
customers companies in the machine tools and special purpose machines industries. 
A descriptive analysis on supply system has been developed and some fmdings are 
pointed out: the aim is to identify the potential of Southern Italian SMEs to 
undertake supply relations which satisfy the demand of customer companies in a 
particular industries, i.e. machine tools and special use machines. To this end, the 
study seeks to highlight the distinctive ability of each supplier analysing its 
processes. After a descriptive analysis to better understand the data, a cluster 
analysis was used to uncover homogeneous groups or classes of companies with the 
same production, innovation and organisational/managerial capabilities. Then a 
ANOV A is performed to investigate differences among groups of firms. This 
allowed to identify classes of firms, characterised by some processes profiles. 
Those profiles can provide information on strengths and weakness of every class 
and provide to each firm a sort of "self-assessment" on the significant areas of 
review to improve overall performance. Identification and improvement of critical 
areas is also a requirement for every supplier firm to evaluate and develop 
advantageous relationships with its customers. Action for improvement can be 
adapted to the role that a firm has in a supply chain and specific relationships must 
be targeted depending on the type of commodity, part or service that is purchased, 
functional and organisational structures of firms involved (Lamming, 1996). This is 
a requirement to improve the overall supply chain performance (Harland, 1996). 

The model illustrated in the next paragraph can be used for the selection of 
suppliers for undertake, develop and manage a long-term relationship based on 
their present capabilities and their proven ability to continually improve their 
performance, following the commitments of customers companies. 

4 THE MODEL 

The framework for measuring and evaluating the supplier firm is developed using a 
process-based approach. A company is viewed as a set of operational, strategic and 
managerial processes, the design and management of which allow and determine 
firm's strategy and its performances. The conceptual scheme of the model is 
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illustrated in Figure 1, where can be showed the key processes identified (inter and 
intra company processes) and their outcome (output measures and financial 
position). We have grouped the processes into operational, strategic and 
organisational, according to the type of prevailing activity (Ostroff and Smith, 
1992; Edwards and Peppard, 1994). 

The assessment of the supplier may concentrate exclusively on the external 
performance of products/services and the financial position, which are more easily 
and immediately measured, as they have a direct impact on the client, or involve an 
analysis of internal features. The latter, indicated with reference to processes, are 
more difficult to identify and measure, but are more representative of its present 
and expected future capabilities. Furthermore, as the scheme highlights the 
principal operational, strategic and organisational processes, it emphasises 
suppliers capacity not only to manage their own internal affairs efficiently, but also 
to interface and interact up and down the supply chain with appropriate resources 
and procedures. 

Operational 
processes 

Strategic 
processes 

Organisation 
characteristics 

Production planning capability 

Manufacturing competencies and 
capability 

Inbound & Outbound Logistics 
capabilitv 

Sales capability 

R&D and design capability 

Accounting control system and 
strategic planning 

Organisation management capability 

Quality system management capability 

Strategic 
coherence 

Output measures 

* quality of 
the product 

* total cost of 
the product 

* service 
* flexibility 

Figure 1 The conceptual scheme of the potential suppliers evaluation model. 

The model focuses on evaluation and modelling of processes generating external 
performances of a firm: the so-called "output measures". In the case of evaluation 
of potential supplier, processes analysis has a predicting character about future 
capabilities to supply a product/service suitable to cost, quality, flexibility and 
service requirements. Such output measures, if disposable, could even aid to 
complete supplier evaluation or allow to test the model output reliability. The 
model also includes economical-financial characteristics, a sort of passed reference 
about supplier capabilities, as regards solidity, productivity and efficiency, which 
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are complementary to processes analysis. The model structure is represented in 
Figure 2. 

Firm evaluation 1 
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Figure 2 The hierarchical and modular structure. 
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The structure of the supplier evaluation model present two main characteristics: 

Hierarchy 
Given the complexity of "supplier evaluation concept" a hierarchical method is 
used: company capacity to undertake supply relations is measured with reference to 
the quality of its processes. In tum, the effectiveness and efficiency of these 
processes are assessed by the model by means of the measurement of variables of 
state or assets referring to human, technological, financial and organisational skills 
(Hamel and Prahalad, 1990; Grant, 1991; Amit and Shoemaker, 1993). These 
complex variables are further modelled up to find simple indicators that can be 
measured in the field (Saaty, 1986). The quali-quantitative data amount has been 
aggregate using fuzzy logic until processes level, then a weighted-point method is 
applied to determine the final supplier evaluation. Each customer can put his 
weight vector into the hierarchical structure, getting out a customerized and 
transparent supplier evaluation (Mohanty and Deshmukh, 1993; Klir, 1995). 

Modularity 
For each client-supplier relation the content exchanged and the time scales differ, 
so the variables emphasised in the assessment of the supplier reflect the specific 
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needs of each. In order to make the assessment of suppliers transparent, adaptable 
and modifiable with respect to the needs of individual customer companies, the 
model is structured in modules (individual processes, economic and financial 
features and output measures) which take on varying importance with the different 
relations. The modules are aggregated by the weights provided by each 
commissioning company, which reflect the relative importance for the latter of the 
different modules in the assessment of a potential supplier. The weightings are 
generally variable, both in terms of the type of relation which the customer 
company wishes to enter with the supplier and of the specifics of the customers 
company. 

The development of a detailed view of each process involved an examination of 
the literature on each business process, to identify the indicators of the character
istics of good practice in processes. So we constructed a hierarchy of characteristics 
of good processes, representing the inter and intra processes integration, their 
customer orientation, the right level of automation and Information Technology, 
human resources quality development and management and continuos improve
ment. 

To explain the model logic and characteristics one of the processes is described 
in detail in appendix. 

In general, the model measures the processes quality highlighting the suppliers 
strength and weakness points: the customer can so discover and evaluate the 
supplier core capabilities in order to undertake and develop a specific relationship. 

The model have to be effective in use, so has been applied and tested through a 
survey described in the following section. 

5 THE SURVEY 

The model has been applied and used to process data collected through a survey on 
200 suppliers SMEs located in Southern Italy and 25 customers companies in the 
machine tools and special purpose machines industries (Pavesi and Savoldelli, 
1997; Morlacchi and Savoldelli, 1997). The main aim was to identify the potential 
of Southern Italian SMEs to undertake supply relations which satisfy the demand of 
customer companies in a particular industries, i.e. machine tools and special use 
machines. As previous observations point out, the model allows to use information 
both from the supply and the demand side to match the needs of the commissioning 
company with the structure and potential of individual suppliers. Data were 
collected by means of an empirical survey of 185 case studies of the supply and 25 
of the demand. 

The following sections give, therefore, a more detailed analysis of the two sample 
groups, i.e. the customers and suppliers companies. 
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Analysis of the customers companies 
The sample of commissioning companies includes 25 organisations in the machine 
tools and special purpose machines sector. Each commissioning company was 
selected on the basis of the interest shown in establishing relations with potential 
sub-contractors in southern Italy. Some of the companies already have plants and/or 
suppliers in southern Italy, while others are examining the possibility of working 
with southern suppliers in the future. The empirical survey of the customers 
companies is based on 25 case studies. Interviews with the heads of purchasing 
outline the present situation and future trends in supply. The result is a picture of 
supply policy in the sector in terms of existing supply relations (the number, 
content, type and stability of relations, main areas of relationship) and the criteria 
for selecting and assessing suppliers. 

The most interesting element is the growing interest among commissioning 
companies in developing collaborative relations with a number of suppliers. This is 
one aspect of a more general and widespread process to rationalise and select 
suppliers which is currently underway in the majority of industrial companies. As a 
result, the question of supply has changed from a short-term operational choice to 
one of long-term, strategic significance. In some cases, the area of interaction 
between commissioning company and supplier is broadened, the type of relation 
changes and the supplier becomes a co-maker in operational processes or, 
occasionally, in the commissioning company's strategic choices. Customers compa
nies generally request not only production skills from their suppliers, but also 
management, organisational and quality control skills or even ability in project 
management and innovation. In return, they guarantee stability in supply orders and 
a greater exchange of information and know-how than in the past, which may start 
off a process of growth for the suppliers. 

Figure 3 The average weightings vector of customers companies. 

For this reason a ''weight vector" has been requested at each customers compa
nies, to understand the importance degree of different parts of the model, but in 
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particular focusing the analysis on the processes. The weights are generally variable 
and analysis below uses an "average weights vector", derived as the average of the 
weights vectors obtained from the customers companies. The average weighs 
vector smoothes out the contingent aspects of individual companies in favour of the 
general trend of the demand for supply which is translated into an assessment of 
company processes and their relative importance, as illustrated in the figure below. 

The following section gives a classification of the suppliers, analysing which of 
their characteristics underpins their potential with respect to the average needs of 
commissioning companies. 

Analysis of the sub-contractors 
The sample of suppliers includes 185 SMEs in Southern Italy with clients in the 
machine tools and special purpose machines sector. Although this sample is not a 
statistically significant distribution of the supply system in southern Italy, the 
number of companies included does allow the main features and current trends to 
be described. 

The supply system in Southern Italy is extremely varied and can be viewed as a 
continuous flow of supply and sub-contraction, in which, alongside provision of 
skills and/or specialities, there are complex and developed forms of sub
contracting. The sample includes companies which can perform either as suppliers 
or sub-contractors depending on the product type considered (with reference to the 
objectives of the project on which this study is based). 

The survey unit was the plant (which for SMEs is the individual company itself). 
A structured questionnaire was developed to collect the data. It was administered 
face to face to the management group of every supplier firm, with interviews 
conducted in factory side. The respondents were requested to give also documents 
and other information by means of phone calls. 

The 185 suppliers were identified from an initial group of 3000 companies 
primarily on the basis of indications from potential commissioning companies, 
industrial associations and chambers of commerce, but also from the list of main 
suppliers in southern Italy in terms of turnover. The suppliers to be analysed were 
selected by reference to geographic position (located in southern Italy), product 
type (supply to clients in the machine tools and special purpose machines sector) 
and size (more than 10 employers and turnover above 1 billion ITL). 

The tables below give some of the characteristics of the companies analysed, e.g. 
division by employee classes (Table 2) and main client type (Table 3). 

An initial qualitative analysis revealed that the sample includes different types of 
supply ('to specification' and 'of commercial components') and of sub-contraction 
(skills, specialities and developed). Moreover, the suppliers are at different levels 
in the supply chain, making it possible to observe the behaviour of medium size 
companies which are generally on the first levels, as well as that of smaller 
companies which, in the main, are further down the chain. 
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Table 2 Employee classes Table 3 Main client type 

EmpJoJ!..ees FrefJ.uencJ!.. Client type FrefJ.uenCJ!.. 
<20 25 % regional 25 % 

21-50 40% National 57% 

51-100 12 % International 18 % 

100 21 % 

6 RESULTS 

The aim of the following analysis is to identify the potential of southern Italian 
SMEs to undertake supply relations which satisfy the demands of commissioning 
companies in a particular sector, i.e. machine tools and special purpose machines. 

Applying the model each company received a final points score as the weighted 
sum of the scores for the individual processes, in tum measured with reference to 
the quality of the assets employed. This produced a ranking of the suppliers, both in 
terms of the preferences of each individual customers company and of the average 
preferences of all the commissioning companies involved in the study. A first 
descriptive analysis of the ranking based on the average preferences shows that the 
best companies have very specific skills, highlighted by the fact that their profile 
generally presents a preponderance of particular processes. These skills, be they 
production, innovation and organisational/managerial, are more or less important in 
function of the type of relation undertaken. When the customers company is 
oriented towards long-term relations of a predominantly strategic nature, project 
management and organisational skills become fundamental, while production skills 
remain a pre-requisite. 

A cluster analysis at processes level is used to divide the sample into homogenous 
classes and identifying the processes underlying each class; it was so possible to 
derive both the type of relation that each company is able to undertake and the 
processes on which the latter must work in order to be able to enter a more 
developed relationship. Detection and improvement of critical areas, but also 
identification of strengths, is a requirement for supplier firm, that can allows to 
evaluate and to develop advantageous relationships with its customers. Each firm 
must develop and implement a specific action plan, which needs to be aligned with 
company's business environment, positioning, capabilities and organisational 
structure; but we try to identify groups of firms with the same characteristics and to 
draw up their critical areas. The final result is thus the identification of different 
"development paths" allowing suppliers, with time, to undertake more complex and 
integrated relations with their clients by focusing on improvements in those 
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processes and enabling factors which primarily detennine the success of one 
specific relation. 

Application of the model using the customer companies' average preferences and 
field data from suppliers gave a set of variables that allows to describe each 
supplier company within the sample: it is composed by the fmal overall score, 
processes values, assets values and further down until single data level. For the 
analysis only the first and second level are used, i.e. overall score and processes 
values. 

Figure 4 Poor companies profile. 

First, a cluster analysis was used to uncover homogeneous groups of suppliers 
finns. The processes values were used as the criterion-variables. The K-means 
method was implemented, using the VRC index (variance ratio criterion) to 
determine the appropriate number of clusters. Then a ANOV A was implemented to 
test the groups. Table 3 in the next page reports the results of the cluster analysis: 
four different typologies of suppliers finns emerged and their characteristics in 
tenns of processes values are analysed. Within each class, the points score for the 
processes and the overall score (i.e. the weighted average of the scores of the pro
cesses) were analysed. Next, representative profiles for each class were identified. 
There is a general improvement on the overall score and on the processes values in 
the move from one class to the next higher one in tenns of overall score, so for the 
sake of simplicity the classes are referred to below as "excellent companies", "good 
companies", "fair companies" and "poor companies". 

The first cluster includes "poor finns" with the average profile completely below 
the zero. The logistics, design, R&D and, above all, Quality System processes are 
particularly critical in this profile, while production, production planning and sales 
are more favourable. This is explained by the fact that production and related pro
cesses are always of central importance for SMEs, even if formalised procedures 
are not followed (Figure 4). 
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Pian . R&D Account. Slrat. Org. 
Plann. Syst. Plann. Man . 

Figure 5 Fair companies profile. 

A first difference can be noted in analysing the mean profile of "fair" companies 
or second cluster illustrated in Figure 5. Two trends are evident from the average 
scores of second cluster or "fair" companies. First, the profile is generally much 
better than previous cluster. All processes obtain higher scores than in "poor" 
companies, although the level of improvement varies. The largest increase is in pro
duction planning. This process is a lever that can control and optimise performance 
which has an impact on the final customer, e.g. delivery reliability or order time. 

Figure 6 shows the average scores of third cluster or "good" companies. A 
general improvement is evident in all the processes, but the critical points remain 
logistics, R&D and design. On the other hand, there is a clear improvement in the 
Quality System score. "Good" companies are more skilled in formal ising and 
utilising methodologies in support of all activities. These skills are introduced and 
stimulated throughout the company by the spread of a quality-based culture. The 
improvement in this process therefore has synergetic effects with other company 
processes, e.g. production, management and organisation. 

0,5 

0,0 

Logstics Sales Design R&D Account. Strat, 
::iyst. Plann. 

Ora. Quality 
Mahag. ::''yst. 

Figure 6 Good companies profile. 

The noticeable improvement in the profile of "good" companies is confirmed and 
heightened in the excellent ones or last cluster (Figure 7), All processes have high 
scores. Over and above management of the Quality System and operational 
processes mentioned above, these companies are also skilled in design and strategic 
planning. In consequence, they are in a position to draw-up medium and long-term 
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plans, making them more suitable and potentially capable to undertake partnership 
relations with customer companies. 

0.' oL-----------------------------------------______________ ~ 

Figure 7 Excellent companies profile. 
Production 

1 

R&D 

Prod. Plann. 

Design 

Figure 8 General view: radar graphs of the classes. 

Having analysed the main characteristics of the average profiles, an overall view 
of the comparative scores is showed in the graph below, where are well represented 
strengths and weakness of different clusters of firms. 

The analysis of variance was performed to investigate more quantitatively 
differences among clusters. The Scheffe test was used to test between means (it is 
more conservative than other tests, as Tukey HDS). The figure in the next page 
shows which processes have a better statistically significant difference among the 
fourth clusters or groups of firms. 

This processes can be viewed as the critical areas that a fum must develop to 
improve overall performance, but also a sort of "development path" allowing sup-
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pliers, with time, to undertake internal organisational change and process re-engi
neering, that allows to meet the requirements of its customers. Understanding and 
commitment on customers needs can be translate into focusing on improvements in 
those processes, looking at the good practices in processes of the best firms. 

• 

poor companies 

• • • • • 

fair companies good companies 

Figure 9 The "development path" for supplier companies. 

7 CONCLUSIONS 

excellent companies 

• • 
• • 

• 

The paper offers a view of sub-contracting in Southern Italy: the evaluation of the 
individual processes and a number of relevant assets revealed that the four classes 
of company represent groups with comparable internal skills. This led to the draf
ting of a sort of "growth path", in which promotion to a higher class depends on the 
strengthening of various fundamental processes. 

Another conclusion concerns the general relevance of the study. Without 
forgetting the present context, the results can be generalised beyond Southern Italy. 
Above all, the procedure used could be adopted for the selection of suppliers, 
drawing attention to the processes and variables necessary to establish a certain 
type of relation. Moreover, companies could use the methodology and results ob
tained to diagnose the critical factors responsible for unsatisfactory performance, 
and so intervene to define appropriate actions for enhancing the firm's perfor
mance. 

The research is still in the development phase. A subsequent, in-depth study will 
look at relationship between individual processes and assets/enabling factors and 
their impact on overall process performance: in particular, the forecasting value of 
processes discussed here will be treated further; will be also analysed the possibility 
of existence of different growth paths for SMEs also linked to the different position 
of firms in a supply chain; further extension of the work will consider also different 
sectors and industrial contexts. 
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