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ABSTRACT. To increase the efficiency of the business in $imé the globalization and increasing competitithe
management of the companies looks for opportunitieachieve higher incomes or to reduce the costsputs. One of
possible methods to obtain higher efficiency ispit the emphasize on the relationships with supplighis is very
important element of an effective management ofdh@pany, because by determining the economicaditons of the
cooperation, it is possibly to reduce the costuiless activities. The reliable classificatiortted suppliers is depended on
the level of the detail of an assessment critend #he scoring method. The main problem is the askhe objective
estimation of individual offers received from theppliers. For this reason, the classification gi@iers is one of the key
problems of the logistics controlling. Based on ficat example, this paper presents the complexitthe problem of the
classifications and the selection of suppliers ediog to different hierarchy of the importance afious criteria.
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INTRODUCTION

The basic economical aim of each company is thétgbdity. It means that the company must
earn to be able to develop and fulfil various doftiactions. The purchasing of raw materials and
services necessary to performs tasks of the comigaoge of the important elements, which affects
the rentability of the company. Therefore, the Rasing Department, which aims to reduce the costs
and influences the profitability of the whole compaplays an important role in this company. It is
particularly important in the conditions of the aomic slowdown or even the financial crisis in the
global markets. The strong trend to centralize ghechasing activities in large-scale enterprises,
corporations or holdings can be observed in regeats. The unification of these processes aims to
the selection of key suppliers and to the creatibthe cooperation based on partner relationships.
long terms, it leads to rationalizing of procuremgimcesses. Therefore, the reliable assessméimg of
suppliers according to various criteria is an int@or element of the process. In addition, the msce
of the selection of the suppliers should not beedamly on the lowest prices offered by them. Quite
often, the logistic conditions could be more impattthan the lower price, because from point ofwie
of all processes (purchasing, logistics and sdéllesyupplier offering the lowest price could befdat,
the more expensive one. The aim of this paper résent one of the mechanisms to evaluate the
supplier. The Authors present the method of thecsiein of the supplier based on a specific numkrica
scoring system, which takes into account the sjpegifteria for individual branches of businesseTh
criteria having an impact on the selection of thepdier in food industry are presented in this pape
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CASE STUDY OF THE EVALUATION OF SUPPLIERS AS THE PERFORMANCE
TO OPTIMIZE THE PROCESS OF PROCUREMENT

According to J.J.Coyle [2003] and K.Lyson [2006jetprocess of procurement consists of 11
steps. However, within this case study, only a pathese activities will be analyzed with parteul
emphasis on the evaluation of the conditions ofcth@peration with selected suppliers to identify th
key supplier for the analyzed raw materials. TH®¥ang actions will be conducted:

— identification of possible suppliers,
— pre-selection of possible sources of the supply,
— evaluation of other suppliers,
— selection of the supplier.
The suppliers of key raw materials necessary fodpction are:

— Supplier 1 - D1,
— Supplier 2 - D2,
- Supplier 3 - D3,
— Supplier 4 — D4,
— Supplier 5 — D5.

The nine criteria of the evaluation of suppliergevehosen and their importance for the company
was determined as follows:

Price S1,
2. Quality of raw material S2,
3. Punctuality of deliveries S3,
4. Terms of payments S4,
5. Discounts S5,
6. Terms of complains and returns S6,
7. Approach to client’s demands S7,
8. Transport S8,
9. Packaging SO.

It should be emphasized, that the hierarchy ofblisteed criteria are not significantly different
from European standards, which results from a stahducted by H.Ch.Pfhol [2010]. In order to
maintain the strong market position, companiesnofte obliged to compete in the area of an offered
price and the use of optimal logistics processée frice is the main cost driver of purchased raw
materials. Therefore, this criterion is consideasdhe main criterion of the selection of the sigogl
used by many companies, operating on Polish, Earo@es well as global market. The similar
importance is put on the quality criterion, whichsha strong impact on the attractiveness of the
products and ensures their marketability. The cangsastrive to manufacture the products by the use
of raw materials of the highest quality, which afeen inspected in the laboratories for the conmuléa
with appropriate standards. The punctuality of vdles is important for the companies due to
increasing expectations of the effectiveness of ltdggstics customer service. This factor is also
important in the processes related to the optinumadf the stocks levels, because the shorter lead-
times enable to keep lower levels of safety stacwell as the periodic stock used for current needs

The three above-mentioned criteria (price, quafiynctuality of deliveries) play the leading role
in the companies and form the core of logistics amthagement activities. In practice, the big
majority of the companies in Poland use mainly ¢haderia in processes related with the seleation
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suppliers. The criteria following above-mentionatks, in the order of their importance, are trade
criteria, like payment conditions or discounts. §deriteria have an impact on financial management,
cash flow and the level of the capital investedtcks of raw materials (acting capital). The teohs
complains and returns as well as the approachsters’ needs are also important, as they affect
positively on the material flow management in tkenpany. The transport and package criteria were
classified at the last position due to the highysapty of the outsourcing of transport processed a
hence the forwarders and logistics operators agoresible for these factors, which optimize them on
their own.

The price level is measured using the comparatbades This scale determines the ranking of

suppliers according to the price level for a praduc
Table 1. Price measure
Tabela 1. Miara ceny

Level I I ] 1\ \%

Points 10 7 5 2 1

Source: own work

The quality of the raw material is measured aspireent of raw materials inconsistent with the

quality standards (level of shortages).
Table 2. Measurement of the quality
Tabela 2. Mierzenie jakoi

0-2% 3-5% 6-10%
10 8 4

Percentage of shortages

Points

Source: own work

The punctuality of the deliveries is measured asraber of days of delays in the order fulfilment.
The date of the delivery is confirmed each timethyy suppliers within 24 hour after receiving the

order.
Table 3. Measurement of the punctuality of théveeles
Tabela 3. Mierzenie terminoda dostaw

5-7 8-10
10 8 5 1

Days

Points

Source: own work

The terms of payment are considered with regaravtoelements: the crediting of the deliveries
and non-cash settlement option.

Table 4. Measurement of the terms of payment
Tabela 4. Mierzenie warunkéw platco

Element yes no
Crediting of deliveries 5 points 0 points
non cash settlements 0 points 5 points

Source: own work

The discounts are measured as the percentage anfudisoffered by the supplier for the order
amount of 10000 PLN.

Table 5. Measurement of discounts
Tabela 5. Mierzenie upustéw cenowych

Percentage 0-1% 2-3% 4-5% 6-7% 8-10%

Points 0 2 4 6 8

Source: own work
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The terms of complains and returns are measur@dys, within which the raw material can be
claimed or returned to the supplier.

Table 6. Measurement of terms of complains
Tabela 6. Mierzenie warunkéw reklamacji

Days 0-2 3-6 7-9 10-11 12-14

Points 1 4 6 8 10

Source: own work

The customer’s requirements are the subjectiveuatiah conducted at various management levels
(operational staff, managers of purchasing depantsnenanagement board). The following types of
behaviours were distinguished: flexible — 10 pqinegotiating — 5 points, inflexible — 0 points.

The comparison of transport conditions was madethi®y comparison of the terms of the
cooperation with suppliers:

— the supplier covers transport costs — 10 points,
— the supplier does not cover transport costs — Gtpoi

The 50 kilograms boxes were determined as the pwstenient ones for the transport purposes
(with loading and unloading processes) for the yaeal case.

Table 7. Measurement of the importance of the ppeka
Tabela 7. Mierzenie znaczenia opakowania

Kilograms per box 20 kg 50 kg 100 kg

Points 7 10 2
Source: own work

The determination of weights of the criteria isoal®ry important in addition to the selection of
these criteria. The method to determine the impegaf the weight in the hierarchy of the critesa
shown in Table 8. The criterion S1 (price) was gthat the higher position in the hierarchy (the
frequency of advantage over other criteria — 8).

Table 8. Weights of criteria

Tabela 8. Wagi dla poszczegoélnych kryteriow

S1| s2| s3| s4 s§ s6 sy 98 $9 F;%?,:?,T;é;f Weight
S1 X X X X X X X X 8 0,222
S2 X X X X X X X 7 0,194
S3 X X X X X X 6 0,167
S4 X X X X X 5 0,139
S5 X X X X 4 0,111
S6 X X X 3 0,083
S7 X X 2 0,056
S8 X 1 0,028
S9 0 0,00

Total 36 1,00

Source: own work

The Table 9 shows the results of the study of terhthe cooperation with suppliers with regard to
analyzed criteria.
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Table 9. Terms of the cooperation with suppliers
Tabela 9. Warunki wspétpracy z dostawcami

Supplier 1 Supplier 2 Supplier 3 Supplier 4 Supplie5
Price 1,14 zl/kg 1,20 zt/kg 0,95 ztkg 0,98 zlkg ,04 zl/kg
Quality 1% of shortage 4% of shortage 7% of shatag 5% of shortage 8% of shortage
Punctuality 6 days of delay 3 days of delayf 7 dydelay 1 day of delay 5 days of delay
Terms of non-cash non-cash cash non-cash cash
payment without credits without credits credits without credits credits
Discounts 2% at 7% at 3% at 3% at 5% at

10 000 PLN 10 000 PLN 10 000 PLN 10 000 PLN 10 000 PLN
Terms of
complains and up to 6 days up to 10 days up to 9 days up to 8 day up to 12 days
returns
Approach to
client's negotiating flexible negotiating inflexible flexibl
requirements
Transport not provided provided not provided navted provided

. 20 kg 50 kg 50 kg 20 kg 100 kg

Packaging per box per box per box per box per box

Source: own work

The Table 10 shows the points obtained by everplgrpwithout taking into account the weights

of the criteria.

Table 10. The score of suppliers
Tabela 10. Punktacja dostawcow

D1 D2 D3 D4 D5
S1 2 1 10 7 5
S2 10 8 4 8 4
S3 5 8 5 10 5
S4 0 0 10 0 10
S5 2 6 2 2 4
S6 4 8 6 6 10
S7 5 10 5 0 10
S8 0 10 0 0 10
S9 7 10 10 7 2
Total 35 61 52 40 60

Source: own work

Based on the results presented in the Table Xnitbe concluded, that the best supplier is the
Supplier 2 (D2), because it received the highesiuarnof the points, which means it offers the best
services among potential suppliers of raw matetwever, this supplier received only a slight
advantage over the supplier at the second placep@ifts — Supplier 5 — D5). The supplier D1
(Supplier 1) definitely received the lowest amoahpoints (35). The above presented results do not
take into consideration the significance of disedssriteria.

The Table 11 shows the points obtained by evepplger with taking into account the weights of
the criteria.
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Table 11. The score of suppliers with taking inbegideration the weight of criteria
Tabela 11. Punktacja dostawcéw z uwdgieniem wag

Weight D1 D2 D3 D4 D5
S1 0,222 0,444 0,222 2,222 1,556 1,111
S2 0,194 1,944 1,556 0,778 1,556 0,774
S3 0,167 0,833 1,333 0,833 1,667 0,833
S4 0,139 0,000 0,000 1,389 0,000 1,384
S5 0,111 0,222 0,667 0,222 0,222 0,444
S6 0,083 0,333 0,667 0,500 0,500 0,833
S7 0,056 0,278 0,556 0,278 0,000 0,55¢
S8 0,028 0,000 0,278 0,000 0,000 0,278
S9 0,000 0,000 0,000 0,000 0,000 0,00(

Total 1,000 4,056 5278 | 6,222 5,500 6,222

Source: own work

Taking into the consideration the weight of critein the process of selection of the best supptier,
turned out that two companies are the best onggplieu3 (D3) and Supplier 5 (D5).

The Supplier D2 has the first position with 61 peiim initial estimations, but after the verifiaati
of these estimations by the application of weigbft<riteria, this supplier became the next to last
position. In the first phase of calculations withtie application of weights of criteria, the Suepl
D2 was dominant, because it gained the highestescior three last criteria (of lowest weight):
transport, package and approach to client’s reqérgs. Regarding the criteria of key importance for
the company, the scores of D2 range from minimunaltnost maximum, but they do not have
a bigger impact on final results. In the contrassurprising results, gained by Supplier D2, thailte
of Suppliers D5 is the situation, which could bepeonted. It reached the second position with 60
points in initial classification (practically thearme as D2), but after taking into consideration the
weights of criteria, it reached the first positidh.is a result of the consistent balancing between
maximal and minimal point values for each criter{osually obtaining the average ones) as well as
collecting the highest amount of maximal pointse Titeresting situation is the case of the Supplier
D3, which “jumped” from last positions to the firshe. It resulted from the lowest price, whichhe t
most important criterion. The Supplier D3 doesneoeived any points or only small number of points
in case of low rated criteria, which also doesaft#ct or affects only very slightly its position the
ranking after taking into consideration the weigtitsriteria.

Comparing the two “winning” (after taking into cddesration the weights of criteria) suppliers, the
Supplier D5 was better in the matter of secondatgréa, gaining three times the maximum amount
of points. The Supplier D3 is definitely the bettere in the matter of criteria, being most impatrtan
for the company, where it gained twice the maxiam@lount of points while Supplier D5 achieved
only average values there. As these criteria amne fimpportant, it seems to be reasonable to prhéer t
Supplier D3.

SIMULATION OF CHANGES IN THE CRITERIA HIERARCHY OF SELECTION
OF SUPPLIERS

Due to the ongoing discussion and the dispute ltwkogistics Department and Trade
Department regarding the method of the determinatioan appropriate hierarchy of importance of
the criteria, the simulation of two possible vatsanmvere conducted. These variants applied the
different hierarchy of importance of the criteffde quality criteria, logistics, and operationaterra
(punctuality, packaging, transport, possibility returns) were of the same importance in the first
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variant. The suppliers, which offer favourable fin&l conditions (low price, crediting of supplies,
discounts) are preferred in the second variant.

Variant | (Logistics Variant)

The hierarchy of the importance of the criteria:

1. Quality of raw materials S2
2.Punctuality of deliveries S3
3.Packaging S9
4. Transport S8
5.Terms of complains and returns S6
6. Approach to client’s requirements S7
7.Price S1

8. Discounts S5
9. Terms of payments S4

The determination of the weight of the criteria.

Table 12. The determination of the weight of crétén Variant |
Tabela 12. Okrdenie wag w Wariancie |

Frequency of advantage Weight
S1 2 0,0556
S2 8 0,2222
S3 7 0,1944
S4 0 0,0000
S5 1 0,0278
S6 4 0,1111
S7 3 0,0833
S8 5 0,1389
S9 6 0,1666

Total 36 1

Source: own work
The comparison of points with taking into accoun& weights of criteria.

Table 13. The comparison of points with taking iat@ount the weights in Variant |
Tabela 13. Zestawienie punktow z uwelylieniem wag w Wariancie |

Weight D1 D2 D3 D4 D5
S1 0,0556 0,111 0,056 0,556 0,389 0,278
S2 0,2222 2,222 1,778 0,889 1,778 0,889
S3 0,1944 0,972 1,556 0,972 1,944 0,972
S4 0,0000 0,000 0,000 0,000 0,000 0,000
S5 0,0278 0,056 0,167 0,056 0,056 0,111
S6 0,1111 0,444 0,889 0,667 0,667 1,111
S7 0,0833 0,417 0,833 0,417 0,000 0,833
S8 0,1389 0,000 1,389 0,000 0,000 1,389
S9 0,1666 1,167 1,667 1,667 1,167 0,333
Total 1 5,389 8,333 5,222 6,000 5,917

Source: own work
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The winner of the simulation of the variant orighten the logistics aspects of the cooperation is
the Supplier D3. The low level of returns (4%), dopunctuality of deliveries and very good
characteristics of the packaging characterize it.

Variant Il (Financial Variant)

The hierarchy of the importance of the criteria:

1. Price S1
2. Discounts S5
3. Terms of payments S4
4. Quality of raw materials S2
5. Terms of complains and returns S6
6. Punctuality of deliveries S3
7. Packaging S9
8. Transport S8
9. Approach to client’s requirements S7

The determination of the weight of the criteria.

Table 14. The determination of the weight of créitén Variant Il
Tabela 14. Okrdenie wag w Wariancie |

Frequency of advantage Weight
S1 8 0,2222
S2 5 0,1389
S3 3 0,0833
S4 6 0,1667
S5 7 0,1944
S6 4 0,1111
S7 0 0,0000
S8 1 0,0278
S9 2 0,0556

Total 36 1

Source: own work
The comparison of points with taking into accouna weights of criteria.

Table 15. The comparison of points with taking iatzount the weights in Variant Il
Tabela 15. Zestawienie punktow z uwetylieniem wag w Wariancie Il

Weight D1 D2 D3 D4 D5
S1 0,2222 0,444 0,222 2,222 1,556 1,111
S2 0,1389 1,389 1,111 0,556 1,111 0,556
S3 0,0833 0,417 0,667 0,417 0,833 0,417
S4 0,1667 0,000 0,000 1,667 0,000 1,667
S5 0,1944 0,389 1,167 0,389 0,389 0,778
S6 0,1111 0,444 0,889 0,667 0,667 1,111
S7 0,0000 0,000 0,000 0,000 0,000 0,000
S8 0,0278 0,000 0,278 0,000 0,000 0,278
S9 0,0556 0,389 0,556 0,556 0,389 0,111
Total 1 3,472 4,889 6,472 4,944 6,028

Source: own work
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The winner of the simulation of the variant orightin the financial aspects of the activities of the
company is the Supplier D3. It was the best busipestner, offering the optimal business terms and
conditions:

- lowest price,

— terms of payments — very good (the possibility afittash settlements and the crediting of
supplies),

— discounts — acceptable (3% at 10 000 PLN).

SUMMARY

The analysis of four different variants were cortddc without taking into account the weight of
criteria, with taking into account the weight ofteria, a logistics variant (importance of logistic
criteria) and a financial variant (importance afdincial criteria). The Table 16 presents the summar
of the scoring and ranking of the suppliers in eacalyzed variant.

Table 16. The ranking of suppliers for each variant
Tabela 16. Ranking dostawcoéw dla poszczegélnychamigmw

Ranking of suppliers and points
Variant Supplier 1 Supplier 2 Supplier 3
Without weights D2 - 61 D5 - 60 D3 - 40
With weights D3 - 6,22 D5 - 6,22 D4 - 5,50
Logistics D2 - 8,33 D4 - 6,00 D5 - 5,92
Financial D3 - 6,47 D5 - 6,03 D4 - 4,94

Source: own work

According to the above table, both the Supplierid2he variant without weight and logistics one)
and the Supplier D3 (in the variant with weightsl dmancial one) became twice the winner. The
Supplier D2 is much better from the logistics paifhview, while the Supplier D3 is preferred by the
Trade Department because of the low price. Oneldhb& also aware, that the streamlining of
logistics processes needs much more efforts taubapthan the negotiation of appropriate termd an

conditions.

The proposal to resign from the condition, that 8upplier D2 covers the transport costs, is the
additional argument to choose this supplier. Thed€rDepartment could negotiate the prices of raw
materials, so that the reduction of the price waudthpensate the cost of own transport. It should be
emphasized that, the Supplier D3 does not provitecaver transport costs, which affects negatively
its final position in the comparison, because isecaf successful price negotiations with the Seppli
D2, both the Supplier D2 and the Supplier D3 cdaddgrice comparable.

As a conclusion of this comparison of supplietsshould be emphasized that, the method of
estimation of suppliers could be introduced in tmnpany only if it will be incorporated into
organizational structures of this company. The &rmation of this process as a procedure of this
company is an important element, which is undedlibg Magdalena Ebrowska-Mitek [2008]. The
implementation of a clear procedure, including rmstions of proceedings in each step, the
responsibilities, and the frequency of individuati@ns gives the clear overview, how this process
should function. The formalized and described pgeds also more protected against the fluctuation o
employees and allows monitoring continuously theativeness of the process of the estimation of

suppliers.
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OCENA DOSTAWCOW JAKO ISTOTNY ELEMENT RACJONALI-
ZACJI PROCESOW ZAOPATRZENIA - CASE STUDY

STRESZCZENIE. W czasach globalizacji i narastegj konkurencji, aby zwkszy efektywnad¢ dziatalndgci
gospodarczej, kadra kierownicza przeb®rstw szuka madiwosci oshgnigcia wigkszego przychodu lub oszgnacici
ekonomicznych w postaci olieinia kosztow naktadoéw. Jednym ze sposobdwkagienia efektywnizi jest skupienie uwagi
na relacjach z dostawcami. Jest to niezwyklenyaelement efektywnego zadzania przedsbiorstwem, gdy poprzez
okreslenie ekonomicznych warunkéw wspotpracy,zma wptyraé na obnienie kosztéw dziatalrigi gospodarczej. Rzetelna
klasyfikacja dostawcOw jest uzaleona od szczeg6towoi opracowanych kryteribw oceny oraz sposobu pugjikta
Zasadniczym problemem jest ryzyko obiektywnej ocpagzczegoélinych ofert, otrzymanych od dostawcéowegd wzgédu
proces klasyfikacji dostawcow jest jednym z klucgotv probleméw controllingu logistyki. W niniejszyartykule autorzy
podgli probe przedstawienia na praktycznym przykladziezatwsci problemu klasyfikacji i wyboru dostawcow wzdem
roznej hierarchii wanosci poszczeg6lnych kryteriow.

Stowa kluczowe:controlling logistyki, analiza dostawcéw, zaopatrize zakupy.

DIE BEWERTUNG DER LIEFERANTEN ALS EIN WESENTLICHES
ELEMENT DER RATIONALISIERUNG DES BESCHAFFUNGS-
PROZESS — EINE FALLSTUDIE

ZUSAMMENFASSUNG. In der Zeiten der Globalisierung und des anwadhsenNettbewerbs, die Flhrungskréafte der
Unternehmen suchen nach Méglichkeiten der grof¥emgktommen oder 6konomischen Ersparnissen in Fom$edekungen
von Kosten um die Effektivitat der Unternehmen tigern. Eine der Methoden zur Steigerung der Hffielit ist auf die
Beziehungen mit Lieferanten zu konzentrieren. Dag &n A&ullerst wichtiges Element der effektiven
Unternehmensverwaltung, da durch richtige Bestimmdeg 6konomischen Bedingungen der Zusammenarbeity Kée
Senkung der Unternehmenskosten erreicht sein. Dierlassige Klassifizierung der Lieferanten ist &@idig von der
Ausfihrlichkeit der Bewertungskriterien und des 8gsder Punktwertung. Das Hauptproblem ist das Ridéwobjektiven
Bewertung der einzelnen Angebote der Lieferanters édiesem Grund ist das Prozess der KlassifiziedergLieferanten
eines der wichtigsten Probleme des Logistik-Coritrgd. Die Autoren dieser Artikel, basierend auf giaktisches Beispiel,
versuchten die Komplexitat des Problems der Klassifing und der Auswahl von der Lieferanten ge@peniverschiedenen
Hierarchie der Wichtigkeit der verschiedenen Kiéerzu prasentieren.

Codewdrter: Logistik-Controlling, Analyse von Lieferanten, Beaffung, Einkaufen.
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