ROUNDTABLES
Sustainable supplier management
using the principles of
Economic Development

2

INDEX
3

Introduction and Acknowledgements

8

Participants

14

Methodology

18

Analysis

38

19. Keys to determine the relationship with suppliers
23. Suppliers and sustainable guidelines: how to align them with the strategy
28. Payment systems: deadlines and processes in question
32. How to move forward: weaknesses, challenges and solutions

Main Conclusions

#MesasPROhumana #Proveedores
Intellectual Property of PROhumana Foundation. Prohibited its total and/or partial reproduction without previous authorization.

I.
INTRODUCTION AND
ACKNOWLEDGEMENTS

4

INTRODUCTION

PROhumana is an independent, non-profit, non-partisan and
self-sustained Chilean organization founded in 1997 that sees
itself as a DO TANK operating under reflexive and critical
perspectives. In April 2017, it undertook a process of dialogue
and creation of awareness around relationships with suppliers
under the concept of a sustainable business strategy in order
to help position this subject as a strategic foundation for
Sustainable Human Development.
It used the Roundtable format to convene Purchasing
Managers, Administrators, Supply Managers and Sustainability
Managers of the major companies in the nation. The goal
was to provide a space for reflection and dialogue about
sustainable management of suppliers and identify what types
of relationships they establish, the guidelines that define the
relationships and any relevant challenges and weaknesses.
PROhumana was sponsored by CAP Minería, Coopeuch,
GNL Mejillones and Paris in order to carry out this initiative.
It also created a strategic alliance with the Confederation
of Production and Trade (CPC), the Federation of Chilean
Industry (SOFOFA).

Roundtable focus
“A company that progresses under a strategy of sustainable
business is aware that it will not progress along this path without
concerning itself with the sustainability of its value chain”.1
Promote economic development of the suppliers that make up
part of the sustainable business strategy, therefore, they must be
viewed and valued in accordance with their characteristics and
needs. This means understanding that deficient, unsustainable
management can have repercussions on the growth of small
providers, especially when it comes to sensitive aspects like
the proper functioning and systematization of purchase orders,
billing and payment.
“Contributing to the sustainable management of suppliers has
enormous potential for a business, since it is possible that the
members of this interest group also extend the economic, social
and environmental sustainability practices to other members
of the value chain. This amplifies the impact of any initiative
initially undertaken by the company”.2

1. Comprehensive Assessment of PROhumana’s Corporate Sustainability Ranking.
2. Foundation of PROhumana’s Sustainable Strategic Business Model.
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Contextual information
Supplier management and development are assessed by
the Sustainable Strategic Business Model that applies the
PROhumana Corporate Sustainability Ranking. Over the last
13 years it has recognized sustainable business management
and has conducted a total of 420 company assessments in
its 13 versions and surveyed more than 1,200,000 employees
concerning the awareness and practice of sustainability.
The evaluated aspects of the Sustainable Strategic Business
Model are: Sustainable Management, Governance, Internal
Audience, Clients and/or Consumers, Suppliers, Community
and Environment.
According to the results of the 2017, the Suppliers dimension is
ranked lowest, with only 58% average compliance, considering
the five sub-dimensions it is comprised of:

2017 INDIVIDUAL RESULTS - SUPPLIERS3
Subdimensions

% of Development

Sustainable management of suppliers:
The company has a strategy for promoting and contributing to the sustainable
management of its suppliers.

63%

Invoicing system:
The company has implemented a sustainable system for invoicing and paying suppliers.

58%

Choosing providers:
The company uses sustainability criteria for choosing providers.

46%

Local hiring:
The company gives preference to hiring local suppliers, contributing the development
of the community where they are active.

49%

Development of MIPYMES:
The company has a strategy for developing and promoting MIPYMES.

62%

3. According to the results of the Comprehensive Evaluation of the Corporate
Sustainability Ranking PROhumana 2017
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MENTIONED IN THE
2017 ROUNDTABLES
“We’ve had to be flexible with our standard contracts
in terms of some of the articles or clauses because
some monopolistic suppliers don’t want to sign it
or are not in agreement with the standard contract
we use”.

“Our company is extremely responsible in
everything that we do, however, shifting this over
to suppliers is an important development we lack”.

“The issue of payment terms is a national one”.

“Everything must be supported by best practices,
robust processes and the systematic tools that we
have for complying with suppliers’ requirements,
which I think are profoundly changing”.

“The more operational areas that are mostly in
production truly see all administrative processes as
hurdles both in and outside of the organization”.

II.
PARTICIPANTS
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MENTIONED IN THE
2017 ROUNDTABLES
“No matter how economically valuable it is, if it
risks the security or good name of the company
it’s not a supplier with whom we can work”.

“When the general manager seeks an explanation for
why the purchase orders aren’t being signed on time,
we are talking about the leadership that is needed to
make changes”.

“It is key to create internal discipline so there is
no delay between making an agreement with the
supplier and issuing the purchase order”.

“We undoubtedly want to have a good or great
relationship with all of our providers. The amount
of time one invests in this will obviously depend
on how strategic the supplier is and how
important they are to the company”.

III.
METHODOLOGY

15

METHODOLOGY

This report analyzes the responses given by the group of
Purchasing Managers, Administrators, Supply Managers
and Sustainability Managers concerning five questions on
sustainable management of suppliers. They were answered
in the framework of “Roundtables: sustainable supplier
management based on principles of Economic Development”.
General Objective
Create a reflexive learning process around sustainable supplier
management considering development and economic growth
variables.
Specific Objectives
• Include business leaders in developing a strategic vision
concerning the importance of sustainable development of the
value chain.
• Identify the benefits that attend the sustainable transformation
of companies by having suppliers in line with the strategic
sustainability of the business.

• Identify the principal discourse in terms of supplier
management and assessing the value chain.
• Establish present and future challenges in terms of supplier
management and their strategic role in the business model.
• Establish an action plan to design measures for promoting a
Circular Economy as a model to move towards the sustainable
management of the value chain.
• Strengthen the network of people involved in promoting and/
or developing best practices in terms of supplier management
with the perspective of strategic sustainable management.
Methodology
A discussion group methodology was used. It was guided by a
moderator with tables of 14 individuals. The information was
analyzed with a discussion and content analysis technique. The
total time for each Roundtable was approximately 90 minutes.
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Discussion Group

Research Questions

The discussion group is a technique for gathering qualitative
data and has been used in different sociological research
fields. Its potential in the area of learning has been widely used
and valued.

The conversation was centered on these five questions, which
set out the discussion format for each group:

The discussion group gives evidence about diverse discourses
and trends. It can be done in two ways:
1. One ensures the homogeneity of the group, i.e. the
participants have similar socio-demographic characteristics.
2. The other aims to include representatives or actors from
diverse areas that are all involved in the topic at hand.
For the case of the “Roundtables: sustainable supplier
management based on Economic Development principles”
the second methodology type was used, since the aim was
to identify the primary characteristics of the discourse of a
specific group of actors.

1. How do you establish a relationship with a supplier?
2. How is a supplier defined for the interested parties?
3. What kind of environmental, social and economic guidelines
are set forth by the company for including its suppliers in the
sustainability strategy?
4. What is the supplier payment system? Describe it.
5. What must be improved in the supplier relationship?
The discourse analysis was done as a function of each of the
questions, identifying the principal points of analysis and
debate uncovered for each response.

Four Roundtables were used in this study. The total number of
43 people met between the 6th and 9th of June, 2017.
#MesasPROhumana #Proveedores
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MENTIONED IN THE
2017 ROUNDTABLES
“Internal clients or the person who needs a
service feels like they have a special power.
They are usually more concerned with their own
rights rather than responsibilities when it comes
to suppliers”.

“All of these areas ultimately interact with the
providers, and they have to approve of and
support what is being agreed to”.

“It is essential that we put ourselves in another’s
shoes in order to think cooperatively and maybe
stop seeing the supplier from above, but view them
more horizontally and understand their complaints.
This is how we can be more empathic”.

“The goals concerning the supplier policies
are often in direct discord with the economic
goals proposed by the acquisitions department”.

IV.
ANALYSIS
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1. Keys to determine the
relationship with suppliers

The answer to this question is connected to a core concept
at both the levels of industry and volumes of business and
goes hand in hand with supplier segmentation. Most of the
Roundtable attendees identify different types of relationships
that depend on the connections they create with each supplier.
However, according to the analysis, there are two prevailing
views when it comes to describing how they relate to their
suppliers. Those attending the Roundtables take into account
aspects that range from the strategic nature of the service
provider or the criticality of the service they provide, to the
historical collaboration that exists, and the contractual type of
considerations that define the relationship.
Strategic Allies
In most cases the Roundtable participants consider suppliers
to be strategic partners or allies, stating that part of the work
they do is oftentimes the “company’s visible face”, thus the
value of their performance is fundamental.
“In our company, the supplier is a strategic partner because
it is the final product that we deliver to our customers. In one
way or another, we have to take care of the relationships and the

final product manufacturing process. While we also have service
providers and materials suppliers, our business is based on what
our suppliers deliver to us and what we ultimately deliver to our
customers”.
“What we intend is for suppliers to know our business, to be
part of the supply chain, to share in the responsibilities we have”.
“For us it is very important to choose and select suppliers from
a strategic partnership perspective. This is because their work and
the product they deliver is essential, as our name is immersed in
their work and in their finished product”.

“The relation starts from this particular interest in a good or
product, and the suppliers have been basically defined as strategic
allies of the organization”.
“They are an extension of the company as well as partners,
which necessarily includes the practices, values, and even safety
and reputation issues we have. If the supplier makes a mistake, it
affects our reputation meaning it is somehow an extension of us.
The company cannot do everything, so it requires these partners”.
“We are interested in transforming them into strategic partners
and establishing long-term relationship. The circumstantial, irregular
supplier clearly hurts us”.

“Our suppliers are strategic allies. We hope to develop win-win
relationships with suppliers so they also feel comfortable working
with us, relationships that are honest and of mutual collaboration.
In other words, if we have an unforeseen event tomorrow, our
supplier can be the strategic ally so that we can overcome the
situation together and avoid supply problems for the company”.

In this context, and understanding that the analysis is done
from the perspective that the relationship with suppliers is
defined in terms of strategic allies, the Roundtable participants
incorporate the concepts “criticality” and “risk” to delve into
the description of this relationship.

“The company has the strategic partner vision well ingrained. There
is a very strong adoption policy, so we work with very few suppliers
that end up becoming strategic partners by necessity. We see in them
a continuity of our work. The chain does not end when they give us the
product and it is sold. We also try to instill company policies in them”.

“We establish a matrix of criticality in which the input that
a provider gives us defines the type of relationship we are going
to have. We have a criticality where the input is the essential
aspect or one wherein the amount delivered by the supplier
is important, such as the money supply or their participation
#MesasPROhumana #Proveedores
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with us. We have also defined a criticality that is a score that a
supplier reaches during our relationship. This score depends on
the quality and the level of service delivered, which is different
from other performance aspects of the supplier. We use this to
map out our suppliers. Once we do that, we can define what our
relationship with them will be like. We would undoubtedly like to
have a good or even an excellent relationship with all suppliers,
but the time that we can invest in that obviously depends on
how strategic that supplier is and how important it is for the
company”.
“Yes, we have critical suppliers. We have defined certain critical
suppliers against which we have to adapt or change certain policies
sometimes”.
“Regarding the criticality of some services, we also have robust
policies for supplier entry, evaluations that we developed with
the compliance and risk areas. We also recognize that there are
suppliers who are critical, and we even find providers who are
monopolies in the market. So, we also have to adapt our policies.
For example, we have a framework contract that all our suppliers
must sign. We have encountered situations where there some
suppliers that are monopolies, in which case we must be more
flexible with our policies regarding suppliers”.

“We prioritized suppliers according to the risk they posed for the
operation and the company. We used this to design a program
that was validated by the director and the general manager”.
“There are some monopolistic types of relationships in which
you cannot find another supplier in the market. Then the supplier
sets out the conditions”.
“The risk of the project is an issue. How much of this risk do we
pass on and inform the supplier about? Do we let them know that
the area that administers that contract has deadlines, urgency for
the numbers, for expenses? There is perhaps a cultural axis missing,
a more transversal and integral view of the supplier. In the end it’s
different entities who have to start pushing these issues”.
Service Providers
Those participants in the Roundtables that give more value
to the relationship of partner and ally also consider the more
formal aspects of the relationship, but there is a group of
company representatives that highlight the formal aspects
above softer elements that also define the relationship,
putting an emphasis on the contractual processes and the
regulated system.

“The way we relate to suppliers is formal, through purchase
orders and through quotes or telephone calls, in the case of small
suppliers. When they are larger suppliers for service contracts,
maintenance of the plant, etc. there is another type of relationship.
We relate through a bidding process, that even though it is
private, it is managed as if it were public. We receive the offers in
separate envelopes, and a health and safety assessment is made.
Afterwards a technical evaluation is done. The economic offer
is not measured, and they get equal interaction and are equally
informed. Then there are different instances where they present
proposals. Meetings are held with the different departments that
are going to interact with the contract manager. A person is chosen
for this purpose, and that is how we relate to them”.
“In our case, the supplier committee is the one that is in charge
of the relationship with providers through the service managers,
which include all of those who have a direct relationship with a
provider. We have a very large number of suppliers and therefore,
it is very difficult to centralize. The relationship is housed in the
areas that have the general relationship with the supplier. This
manager habitually reports on the relationship he or she has with
the suppliers and any incidents that may arise”.
“At the beginning we have a qualification process that acts
as a filter in order to work with the best suppliers, because in
#MesasPROhumana #Proveedores
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the end they are the visible face seen by our clients. We believe
that it is very important to filter them, so we have developed a
provider assessment process, because once they enter, we are
not sure how they will perform. So we think it is necessary to
constantly evaluate and monitor them so that we can follow up.
If there is any weakness or problem we can deal with it together,
meet with them to understand what is failing, and whether it
is us as a company or the supplier or if we need to develop a
process together”.
“We conduct all supplier management within purchase
management. Everything is channeled through there, so purchasing
management oversees the filters for suppliers and the evaluation”.
Segmentation, the key to managing the relationship
As a result of all the considerations set out in the course of
the reflection, the participants of the Roundtables consider the
segmentation referred to in the beginning. They establish that
dividing providers by type, category or level of service is the key
to understanding and managing them.
“We start with a segmentation of suppliers, where we define the
impact of that supplier on our business and what their specialization

is. Therefore, we have different relationships depending on how we
place it within a segmentation matrix”.
“We do something similar. We have a segmentation where we
look effectively at those strategic suppliers and therein we seek longterm relationships where we seek to share the same practices”.
“We are in a process of segmenting our suppliers. We are examining
the information we have, how much we buy from them, how they
behave annually, with the goal of knowing how to treat them
tomorrow in terms of the contract. We are collecting information
and doing some benchmarking to see which segmentation best suits
our situation”.
“We have a clear differentiation with regard to the segmentation
of suppliers. There are commercial suppliers, namely the products
sold in the store in all the formats we have, and non-commercial
suppliers”.
“We basically separate the providers into two: suppliers of
expenses and suppliers of product. The product suppliers are
those suppliers who sell us their products, which we in turn
distribute on their premises and sell. This is evidently the bulk of
our purchase. The other suppliers are the ones that provide us of
all kinds of services”.

“Among our suppliers we have occasional suppliers, frequent
suppliers, strategic suppliers, brand representatives, everything.
And we had this whole group set under the same policies and
processing. We ordered them in order to be able to formalize
commercial relationships through contracts. We understand
that we cannot put 100% of the suppliers in the same category.
In other words, we cannot demand from a supplier to whom
we buy a volume of 10 million three times a year to sign a
contract with every clause required by the legal department.
Therefore, we separated them to be able to develop a sustainable
development policy, and to establish issues of prices, quality and
environmental issues”.
High level management
Furthermore, they add that the segmentation of suppliers is
also decisive when establishing where the decisions about
them are made, the level of the organization the discussion
about suppliers is held and to what degree there is a strategic
vision of management and a commitment made to it.
“We have been progressively constructing a supplier’s
government. We have an area at committee level that reports
to the board. That committee goes to the general manager and
#MesasPROhumana #Proveedores
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is quite transversal in the organization because what we are
looking for is a 360° vision of the whole ‘supplier’s concept’. This
committee discusses and defines the policies that are presented in
that directory and they also present the specific procedures of this
governing area for the various processes”.
“In terms of supplier management we have a high-level body,
which is a supplier’s committee that produces a report they deliver
to the director committees. This committee is the highest body
that decides the policies with which we relate to the suppliers
and carry out the administration that we regularly conduct with
all suppliers”.
“This relationship is with upper management at the level of
strategic suppliers meaning it reaches general management. We
could even incorporate people from the board depending on the
particular situation”.
“We have been meaning to look at how to connect the board
with the suppliers, so there is a scale that has different levels and
is organic within the organization. This reaches from technical
areas, such as monitoring and the slate of suppliers on up to
different committees where directors participate depending on the
issue at hand. It also includes operational risk, related operations,
politically exposed suppliers, etc. What we are looking for is how to

get commitment to the strategy and the suppliers plan from the
board that also permeates the rest of the organization”.
“The president of the board and the general manager are the
decision makers when it comes to the most relevant suppliers.
Although they do not select suppliers or minor products that may
be of lesser importance or may be subcontracted out, they still
must give their consent on these matters”.
“Depending on the amounts and the specificity of the services,
we reach the general management or the board”.
“One factor that has helped us start regulating more and give
visibility to the supplier policy at the level of general management
has basically been a process of internationalization, because
today we have operations in several parts of South America,
in the United States and most recently in Europe. So, we are
also establishing our first international agreements with other
companies. This has forced us to talk about what kind of policies
we have at a more international level, and that has helped to
upgrade the conversation within the organization”.

#MesasPROhumana #Proveedores
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2. Suppliers and sustainable guidelines:
how to align them with the strategy

When approaching supplier management from a sustainable
business perspective, it is necessary to establish how
companies perceive the sustainable criteria and/or pass along
best practices so that the work of their suppliers is aligned with
their sustainability policies.
Thus, many of those attending the Roundtables refer to
the current regulations and laws and to those aspects that
are most critical in terms of the differential value of each
field. In any case, there is evidence of a tendency to consider
environmental, economic and labor practice standards over
others that are also associated with sustainable management.
“Currently we are reviewing and auditing the contracts on
financial statements from the last three years. We are also
looking at our role as an employer to our suppliers. We review
it continuously and check for compliance with social legislation,
how often they are sanctioned as a result of anti-union practices
or unjustified dismissals, social security payments for workers, and
various other aspects that relate to more social elements”.
“We have a number of guidelines that are set in motion before
hiring a supplier. For example, when we open a bid call, suppliers
are asked to answer a questionnaire formulated by the Corporate
Social Responsibility area. This form has a series of questions
that suppliers answer under a sworn statement, which influences
the decision to hire the supplier or not. These are social, ethical
and related questions. There are also economic factors that
influence the decision. Ultimately, there is a commercial/financial
evaluation, a legal evaluation and another that stems from the

SMETA (Sedex Members Ethical Trade Audit) audits in which a
social and ethical review of the supplier is conducted”.
“The conditions that our suppliers must meet in order to be
selected are related to labor, financial and legal issues. In addition,
we are greatly concerned with the financial crimes of the legal
representatives and we look at issues of conflict of interest.
Then there are other variables related to the environment or
sustainability such as energy efficiency. This is supported from an
economic perspective. Furthermore, waste management makes
an important contribution to the environment”.
“I would say that the key factor is the relationship the supplier
has with its work teams, which is why we have standards to follow.
When it’s a long-term relationship we have meetings that even
include the HR Manager. The aim is to know what their practices
are, how they comply with legislation and what benefits they give
their employees, so that there is the smallest gap possible between
what we give our employees and what the employees of the
suppliers have”.
“We have three basic pillars of sustainability: people, processes and
the planet. These are suggested to suppliers as recommendations
more than obligations, but these recommendations make us consider
them or include them within our preferred suppliers”.
“Minimally, there should be a transparent and competitive
process. I would say that beyond that basic level the inclusion of
more sophisticated topics of sustainability varies according to the
different types of contracts and purchases”.

#MesasPROhumana #Proveedores
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2. Suppliers and sustainable guidelines:
how to align them with the strategy

“We sort out small details like including three pages in the
contracts that speak of sustainability, anticorruption policy, caring
for people and non-discrimination, so that the supplier can feel
engaged and become part of the commitment that the company
has taken on in this area”.

that the audit uncovers any problems, we make an action plan in
which the supplier is committed to seeking solutions. Depending
on the degree of problems found, monitoring is established within
the next three months. The second audit is the responsibility of
the supplier”.

“Our culture as such is based on the triple bottom line that
includes security, the environment and economics. So, we
encourage all our suppliers to generate value and grow as suppliers.
We take care of all the security and environmental aspects so
that they can generate a balance. None is exclusive of another.
The three of them have to be present to make change happen,
otherwise we cannot hire them”.

“We have a regional procurement policy of non-commercial
suppliers. This policy standardizes the way all suppliers are treated
and the supplier selection process. This includes both the legal and
auditing departments. We are concerned with handling personnel
variables, such as having a contract, labor controls, demand
aggregation and standardized contracts, so that the ecosystem
of suppliers can function harmoniously. Afterwards, we can
manage any subsequent variables such as continuous evaluations
on sustainability issues because they have been set out from a
general manager’s view downwards. Suppliers whose impact on
sustainability is quite high like in waste management is where we
have really been focused. We do not have everything solved, but
we are moving forward with a clear goal of having suppliers that
are as fit as possible”.

Conducting audits
Moving along in the analysis, the Roundtable attendees
propose different ways to conduct an effective search for
guidelines on sustainability variables. One of the most
frequently mentioned is audits. This is a way to monitor the
compliance and implementation of the requirements set out
at the beginning of the relationship.
“We have a statement of ethical commitment. When the
supplier signs this statement, we are authorized to perform an
audit at any point. A third party is in charge of carrying out a
social, legal and security audit of our suppliers. We pay initially
to have our suppliers audited in the areas where we wish to have
control over what is happening on their premises. In the event

“We have tried to build long-term relationships that we declared
in our business mission statement based on monitoring the
supplier in what we have called five suitabilities, including legal,
labor, tax, sustainability and compliance. It is where we have tried
to deepen growth and fulfill this promise of long-term relationships
with suppliers”.
“The important thing is to also pass on the good practices of
the company to them, because they are often small companies
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and do not have the opportunity to address certain issues that
are very important, especially subcontracting laws, environmental
impact or climate change that is very fashionable these days. We
try to guide them in these matters and effectively have a long-term
relationship, since we have enough contractors who have been
working with us for more than 10 years and who are the image
of the company within the community and with our customers”.
Follow-up for development
Delving into the practice of audits gives rise to the idea or the
need to carry out support processes or supplier development
in order to maintain the relationship. Those attending the
Roundtables understand that it is necessary to care for and
cultivate the relationship, thus the company has a controlling
and promoting role.
“We audit suppliers and we find that our requirements are
much more demanding than the national requirements. We are
confronted with the reality of finding few suppliers in the market,
few alternatives that can offer us those services. The consequence
of this is that we must aim to develop suppliers and to support
them so that they can meet these requirements in the future and
become our suppliers”.
“We audit suppliers in order to support them, but also to fully
review their processes because a process can look wonderful on paper,
but when we check the quality, there may have another issue”.

“The issue is when the supplier presents a problem or a
deficiency in any of these subjects. Rather than making a yes or no
decision, there is a monthly review. This committee takes all the
supplier problems to management to discuss the decisions that
need to be made. If its a strategic supplier, how can we help them?
If it is a very small provider and we are able to help, then we also
look into how we can do so. If it is a supplier that has absolutely
no way out and we have to cut that relationship, then how do we
do it? Ultimately, there is a monthly conversation about what is
happening with our suppliers”.
“We not only select them for the quality and reliability they may
have, but we also take care of them in the sense of looking out
for their financial health or cash liquidity, especially when they are
suppliers that are very susceptible because they do not generate large
financial surpluses. We watch out so they are not rocky, because as
long as they are on a solid footing, they can deliver better products
and services to us. That’s how important a supplier is”.
“We have many very small suppliers that we have to help and
support in the process. Although we can demand a number of
regulations or certifications or training, the idea is not to clip
their wings, but support them in the process and give them some
facilities so that they can reach the standards that we request”.
Sustainable requirements
However, there are some Roundtable attendees who recognize
that their companies are not prepared to transmit or demand
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best practices around sustainability to outsource requirements
in this regard, since they are still far from being internally
entrenched. While others consider contractual and relationship
elements when requesting these types of guidelines.
“I could not require a supplier to present me environmental,
safety, quality or labor policies if I do not have anything formalized”.
“We are working on it. I would say that we have been in this
whole process for two years, but we still need to establish and agree
on this issue. We are reviewing this relationship with those big
suppliers, because in the past the few contracts that we had lasted
for one year. On that basis, we could not demand compliance
with sustainability, environmental, or similar clauses. The supplier
used to tell me ‘the time period you give me is not enough for me
to progress or make an investment in this matter.’ But the idea is
to get there, because in the end this is a circle. If I do not work well
from the beginning, it comes back to us. In the end, not paying
in a timely manner or not having a relationship means that I will
have problems with the supply and services, as well as labor and
payment issues”.

“For example, we have implemented a work atmosphere
policy that we associate with Great Place to Work and a series
of requirements, but I do not have that same level of demand
for the cleaning supplier. I do not ask them to have such a
sophisticated policy or a human rights policy. There are so many
other things that you do have in the company, but where there is
a gap with suppliers”.
“We have to make an acknowledgement or a mea culpa. We
have not formally expressed to them this path of sustainable
management that we framed for ourselves a few years ago, so we
have to start a formal conversation, which as I said, is going to
start now. The idea is to migrate precisely in that direction”.
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“The problem is there are many of us who deal
with the suppliers, making it sometimes difficult
to define things and carry them out properly”.

“For us the issue of suppliers isn’t so relevant that
they are part of daily discussions or monthly reports.
It comes up whenever there is an incident”.

“We are interested in making them strategic
partners and establishing long-term
relationships. The occasional, episodic
supplier clearly does us damage”.
“The restrictions don’t necessarily come from
upper management, rather they stem from the
way in which people work and those responsible
for services that have to approve the payments”.
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When discussing the payment system, the Roundtable
attendees consider the entire administrative process needed
for payments to be made in a timely manner. They approach
it from the critical perspective required, since there are often
obstacles to deadline compliance.
The administrative lock
Many of them refer to “supplier pain” as something for
which businesses must be held accountable, especially service
owners or contract managers.
“As a purchasing manager who says that we have a relationship
with suppliers, we must mobilize service owners or contract
managers. They are the ones who ultimately mean success in
a good relationship with a supplier. I can pay from the finance
department in two days, in seven days, but if the purchase order
comes in at 35 or 40 days or there is no contract, I expose the
organization and create real difficulties for the suppliers”.
“This process of robustness or certification and internal
procedures often gives rise to precisely those elements that make
payments arrive much too late”.

“Regarding internal processes, we are currently closely
monitoring each request and we follow up on the issued invoice
so that it is not delayed. It is no secret that in many companies,
including ours, an invoice comes in and someone says, “Oh, I’ll
check it later.” This does happen, but every day we are trying to
ensure that it does not happen anymore because it is already
creating problems at the negotiation level. Therefore, I am
constantly in contact with the supplier monitoring department
and with finance, another important partner, to ensure there are
no delays”.
“Fulfilling everything that has to do with the contract or with
the presentation of forms or the purchase order is always an
administrative issue. This is seen from the most operative areas or
those in production as obstacles both on the inside and outside of
the organization”.
“The purchases area arrives, makes the connection, and verifies
which one is the cheapest, but really the relationship is made
by the maintenance area, the engineering area, the secretary
that is organizing the breakfast. In the end the purchases area
is present as the representative, but the relationship is followed
by the internal agent. This means the purchases area within the
company is critically important”.

They also critique the entirety of how the business structure
manages deadlines and how temporality turns out to be a
highly sensitive variable in payment approval. It is evident that
the established payment terms exist, but said payment being
fulfilled is quite another thing.
“The big problem in this relationship with suppliers and
ultimately with the payment is procedural. There might be a
very robust process or structure, but if there is no fluidity between
each of the stages, those 30 days that the company has to make
payments drags on forever. It’s not 30 days, rather 60 or 90.
The internal processes have to be very well aligned for that not
to happen”.
“Within the processes, in this case for payments, we differentiate
depending on the size of the supplier, especially for subcontractors.
To the extent that there is a larger subcontractor, the truth is that
it can wait a little longer and we pay them in no more than 30
days. This is not the case for suppliers or smaller subcontractors.
We pay them on the fifth day. Creating a purchase order, signing
the contract, presenting forms, etcetera, are all very important to
the administrative processes that lead up to making a payment”.
“The issue is when the purchase order is generated. The process
is for the inspector to check that everything is okay, that the
#MesasPROhumana #Proveedores
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document is accepted, that depending upon the sums a series of
approvals are required by the manager or some first-line VP. So,
the whole process gets delayed and ends up being more than 30
days. That is a great challenge. We have to ensure our suppliers are
paid in 30 days effectively or 60 days, depending on their category”.
Stumbling block: the commercial areas
“We are committed to paying SME suppliers in 30 days.
What happened to us was that when we went to do the review
we realized that we did not comply with this much, and had to
make an almost evangelistic campaign. We had to go and talk
to the commercial areas to help them understand that from
the moment they place their purchase order, they are in charge
of setting the term of payment that is given to the supplier.
Ultimately, to understand that this is a dynamic process, that
suppliers are continuously entering the system and they must be
constantly reviewing how we are paying and why we haven’t paid
said provider. We have to support the commercial area in this
administrative process that they do not generally handle often”.
“The main distraction is the HES (Service Entry Sheet). Once
the contract is already operative, you have to release and accept
the service. That is what takes the most time and then it is paid at

30 days, or maybe after many months, however long the HES takes
So I would say that the practices are what the inspectors should
review, if maybe the bidding cycle could stand in for the contract”.
“All categories of product and service purchases are centralized.
We also have KPI’s with which we measure what the purchase
department buys, but we have not tendered them. As we move
forward understanding this reality, we are taking care of it. How
do we handle the payment process? Those services that have not
passed through the purchase area and that do not have a purchase
order are managed through a tool called ‘request note’ operated
by users in different regions or plants. They state through this tool
what they are going to contract and traceability begins. Why?
Because effectively, the issue of payment processes is not a matter
of ill will or that large companies do not want to pay on time.
What happens is that we actually have an administrative mess”.
Diverse realities
“We realized that there are different realities. We are present in
three regions that have different contexts. We also have different
suppliers. We have big suppliers that we know have financial
backup in this respect. They are able to withstand, I don’t know,
maybe up to 60 days without payment. But there are suppliers

who are family businesses and who have very little financial
backing to be able to withstand economic fluctuations. Therefore,
we have had to evaluate this issue for small companies that are
local service providers. That is a bit of our context. For this change
of focus, as I mentioned before, the issue and the role of service
delivery for us has been a categorical change as of late”.
Evangelize and raise awareness
One of the aspects that becomes apparent when reflecting
upon the payment systems that the Roundtable participants
have, is the need to “evangelize” and “sensitize” the
commercial areas that are the ones that close the agreement
with the provider.
“In the end, it is them (the commercial areas) who close the deal
with the supplier and they want to have the goods delivered, but
at the same time they remove themselves from the administrative
process that comes after. Then we have to support the commercial
area in this said process that they generally do not handle often. They
are also uninformed about it, since it is not the core of their area”.
“From the point of view of accelerating the processes, it is
necessary to ‘evangelize’, as they say, to these buyers. They
#MesasPROhumana #Proveedores
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basically channel the output of the commercial areas or the areas
that are most in contact with partners or clients in our case, in
such a way that they feel the pain of the provider when not being
able to collect on-time payment. It has been key for us to have
people who own the contracts, people who feel that although they
do not necessarily have a buying role, they do have a responsibility
as to who renders the service. That is where we have made very
important progress in terms of hurrying payments. Today we are
at a point where we are paying almost weekly”.
“So how do we engage the contract manager or the entire
company and all the internal customers who are the ones in
the end who have to say, “This arrived accordingly. The service
was rendered.” Maybe that’s the challenge, that they learn the
consequences of being delayed by ignoring them or thinking that
they help the company when they delay payment”.
New digital demands
Another aspect taken into consideration by those attending
the Roundtables is the digital transformation that is currently
experienced at a global level and has repercussions on
payment processes, demanding more flexibility.

“Today we are experiencing a digital transformation at the level
not only of banking, but in many industries. So how do we meet
this, considering that suppliers require faster contract signatures,
and that the customer and the end consumer want everything
instantly. They want to hopefully be able to solve everything
on their own. There we have an incredibly important supplier
management challenge”.
“Because these type of suppliers, formerly SMEs, today are
startups full of professionals who require greater flexibility, they
need a quick response time, and that requires something from us”.
“A startup requires cash flow. I cannot ask for legal status
because it is being set up while the service is being delivered, which
forces us to modify our regular purchasing procedures because they
do not work with this type of supplier. Digital transformation is
driving us to work with complementary businesses that provide
faster solutions with lighter cost structures. We created a very
different protocol to the industrial process, because I cannot
measure a mega corporation with the same criteria as a startup.
That is part of the pain of an area that realizes that the process
does not work and it is necessary to do things differently”.
“In addition, today there is a change in electronic billing and
providers do not know how to bill or how it works. So the first thing

is to sit down and talk about company’s payment flow and the
supplier’s flows and to try to make them compatible”.
“We also realized that in the accounting areas we have many
audit accountants that help, which is great, but today everything
is done by processes, systems, matching, and the audit accountant
from 40 years ago has a completely different transactional vision
of how networks operate. So, we incorporated engineers into the
payment process to complement these multidisciplinary teams
and focus on this goal”.
“We pay twice a week. I think that one of the reasons why we
are able to pay fast is precisely because we have made the process
entirely technology based. What happens is we have a proper
approval process and we have a scaling process with invoices that
can reach up to three different levels”.
The benefits of segmenting
When talking about flexibility, the importance of differentiating
SME suppliers from the rest also came up. At this point, those
attending the Roundtables recognize that there is greater agility
and willingness to pay.
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“We separate suppliers into SMEs and otherwise, because
paying an SME at 180 days is not acceptable, since we are a large
company. If we wanted, we could pay them in 250 days and the
poor thing couldn’t take any actions against us”.
“We have also adopted measures with which we encourage the
prompt payment of invoices and guide the whole chain and the
entire payment flow so as to make payments as soon as possible.
This means we have different types of relationships, but there
is a commitment depending on how we relate to each of the
providers”.
“In the area of sustainability we take care of everything that
has to do with local suppliers and SMEs, and we are following up
SME invoice under a program called ‘running engine’ that would
be similar to a Propyme (Supporters of SME)”.
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The Roundtable attendees address the weaknesses of the
relationship with suppliers from a wide range of perspectives
that account for the complexity of this connection given its
structural importance, its strategic condition and the human
factor that defines it. In their analysis, however, along with
identifying these more fragile points, they are also able to
move forward simultaneously on the challenges they present
and in some cases, on the solutions to deal with them.
The themes that stand out in the discussions are around
aspects related to:
• The organizational culture
• Internal management processes and systems
• The need for new skills
• Knowledge
• The Digital Gap

flexibility when making decisions or when negotiating with a
supplier. They do not see that there is something behind it, a risk
minimization for the company we’re addressing”.
“In general, no matter how administrative one wants to be,
no one aims to obstruct, or to create a stumbling block for the
other areas. In other words, we do something that has some
improvement behind it, some risk minimization, some tangential
utility. It’s not to bother anyone, and that often produces noise”.
“Change your mind, stick to the contracts, if there is something
additional, let it be documented. Because you demand and
demand, and the supplier gives because deep down, you are
the big one and you have the bargaining position. So, if there is
anything additional, it is agreed to and documented”.

The participants of the Roundtables show that there is a
tendency to consider that the protocols and the systematization
of the contracting and payment processes are a hindrance in
the relationship with the suppliers. At this point, they refer
to the internal customer, referring mainly to shortcomings in
terms of education and responsibility for others.

“Somehow I have to mediate the relationship between an
internal customer and the supplier, where both the supplier
and the internal customer demand certain things, and one has
to help build that relationship or help it flow. Therefore, what
happens frequently for payment benchmarks is that the internal
customer sets the conditions, makes demands and then forgets
the responsibilities it has towards the supplier, and that there
are people and salaries involved. So there is an education issue, I
believe not only in the company, but also in the overall society that
we have to address”.

“The contractor of a service or the buyer of a product shows
resistance to documenting, following protocols, generating
processes, because he or she thinks that that will change the

“It is necessary to build internal discipline so that there is no
delay between the agreement with the supplier and the issuance
of the purchase order, because this is issued by each management

Resistance to Processes
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area. I believe centralization is a challenge as is standardization
and each individual’s sense of urgency. I think we have to do an
internal job there”.
“How do we take responsibility at each stage of the process, not
only of suppliers, but also of internal customers and the duties they
have in relation to the supplier market? In the end, if we have no
suppliers, we basically don’t do much at all”.
“For us, our relationship with suppliers is everything, but the
operations area thinks it is more disposable. The legal area doesn’t
care because it has other problems. For the payment area, it’s one
more issue, but they are more interested in accounting, closing out
the month. So, even though as a company we have many ways to
connect with suppliers, we don’t address it”.
Promote cultural changes in companies
The Roundtable attendees repeatedly mention the need for
cultural change, preferably with reference to the agility and
internalization of processes across the board and at all levels
of the organization. Concepts such as “formalization” and
“centralization” stand out in this reflective dimension.
“With all this supplier segmentation, contracts need to be
revised if we want to make things quicker tomorrow. I feel that as
a company we have to improve some terms in the clauses because,
for example, we cannot put the same conditions in a contract or
with a company or a large corporation as an SME. There has to

be a cultural change in both suppliers and the company to make
the processes more agile”.
“What we require is a cultural change internalized throughout
the organization. This can’t only be just a matter of the purchasing
area, independently of the fact that if everything were centralized
it would perhaps be easier to control. But nowadays it is necessary
that all workers, from the director to the last worker down the
line, feel that it is important to have long-term suppliers, to be
concerned with sustainability, and to have formal agreements”.
“Much of the relationship with suppliers has to do with
leadership from above and the deep conviction that we can’t take
advantage of the smaller ones. This is a values issue. I don’t see
much more to it. In other words, when the general manager asks
to be explained why they are not signing the purchase orders on
time, we are talking about leadership, because there is not really a
double message here. It seems to me that this is also very relevant
in the organizations: to not have a dual discourse”.
“There are several of us who relate to suppliers. What is hard, at
least in companies like ours, is to make everyone understand that
the company’s behavior with the supplier is a strategic element
and not just a statement, because we state that they are our
strategic allies, but in practice it is not an issue until a problem
comes up. So the whole organization isn’t concentrated on that”.
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Relating from a place of collaboration and knowledge
When they reflect on the management of suppliers and the
relationships that are established with them, the Roundtable
participants highlight the value of proximity and knowledge as
keys to achieving better results and being more efficient.
“Actually, the supplier is part of our work and therefore we have
to understand each other. I think we’re missing something there. I
think we have to look at the issue a lot more critically”.
“I believe that knowledge is essential for improving relationship,
I have written down a lot of things from these monthly meetings
or these evaluation committees that I think are important. We are
doing very important work together with my analysts in terms of
getting to know them by visiting them, understanding them and
also knowing what the quality standard is from the point of view
of complying with what has been agreed in the contracts and also,
of course, understanding why they do not comply with them if they
don’t. It often happens that we agree on a deadline and there are
other areas that request something else from the same supplier,
and we define priorities that overlap each other. Therefore, we
are in a process of generating interlocutors and knowledge with
suppliers that can allow us to gain a better understanding.
Obviously the next stage is to deepen our understanding of the
values and principles that we intend to transfer to them”.
“The program called ‘shared sustainability’ starts by declaring
collaboration as the central axis of program development. Then
we take this perspective and try to insert it into Management.

I could say that a very strong effort has been made, not only
with the management staff, but also with the buyers, where we
have explained to them what it means to be a supplier from
both a commercial and sustainability point of view. We have
given them training, shown them videos, and taken them to
the factories so that they can have an idea of what it means to
produce a certain product”.
“We have seen that collaboration starts with knowing what
happens in the factory. It’s different when you’re at a purchasing
table, for example, and there’s no sensitivity about the process
from one to another. What we wanted here was to raise awareness
because there is a mutual need and for this we have to know how
each of the parties is moving”.
“It’s very important to know our suppliers and the market.
We make some mistakes believing that our suppliers are critical
because if we want some kind of service, in fact, why should I
turn to a supplier so often when I can expand a little bit and look
for a product or service that’s a little bit more generic. So we are
also working on this, questioning category management more,
exploring further where our suppliers are going and what we want
as a company for a supplier management strategy”.
Managing from a well-rounded perspective
The reflections of those attending the Roundtables reveal a
certain need for evolution in the way in which the purchasing
areas are situated in the organization and the vision they have
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of their own work, considering the need to move from merely
transactional management to one which is more systematic
and transversal.
“It happens to us internally and also in discussions with
suppliers that we need to understand our role as an area within
the organization. Because we have moved from the typical supply
area that made the purchase order and managed the contents to
an area that is now much more integrated into the business. We
seek to give a sense of purpose to our area, so we invest a lot of
time within the team and with suppliers to see how we generate
more value, not only economic value, but also value in sustainable
terms, more value in terms of career development”.
“As purchasing areas we have plenty to do in the organizations
and we need to break out from the stigma that we are the
bidding managers. That is the least we can do as an area. We
have to put ourselves at the level of a stream community, in the
head or in the main part of the organization to understand that
from our position that we can generate value in the effective
management of spending. In other words, let’s ask ourselves what
we consume, what supplier is crosscutting in the organization,
because that happens to all of us. We realize that we consume
the same thing two or three times, because there is no holistic
perspective. There is not a single provider’s viewpoint, but there
are multiple individual views. So the first action is to manage
the demand so there is no pain for the supplier, and even the
margin may improve. A different conversation is proposed that
is more about business. That’s what motivates me. I believe
in conversation, rather than self-management of suppliers. In

having an integrated perspective and to see how both we and
suppliers can contribute to a better result of the businesses that
each one of us manages as well as the social and environmental
impact and all the variables that may exist”.
Align and streamline the Inspection Office
When the Roundtable participants present the need for a more
holistic view of supplier management, they often refer to other
areas of the company as the stumbling block to the agility of
management. One of the most mentioned is the inspection
area where many delays and contract corrections occur.
“In our case, the inspector’s office has a period of time to respond
to the contract, but clearly the inspector’s office takes five days and
on the fifth day, before the guillotine falls, they answer us and say
the legal entity is missing. There is no such paperwork. There is
another thing missing... And so you are generating a delay”.
“We have fixed timelines with the inspector’s office and the
operation’s purchasing unit, so that we can have a faster service
chain. They have to comply in an exact and fixed time, because
if not, it does not move ahead. It is that simple, and it makes no
difference to them because it is your job and not theirs”.
“Look, that’s a tough internal fight in the sense that we move on
an average of more than 100 days between asking for the contract
until it’s signed and the purchase order can’t be issued until the
contract is signed. So there we are directly affecting the supplier,
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especially when they are smaller suppliers. All this also has to do
with the centralization of the purchasing processes and the ability
to work hand in hand with all areas. When working with all areas
or with the user, we are able to get that contract signed a little
faster. Because in the specific case of the contract, the delay has
to do with everything that the inspector’s office demands, which
requires an infinite number of things”.
“The person in the inspector’s office thinks he or she actually
has other problems, so it can take two months to send you a
comment on the contract and then they tell you “no comments”.
Those two months you’re up in the air and the supplier has
already started working”.
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“There is a degree of indifference, which isn’t about
causing harm to a supplier, but rather a failure to
maintain it as a key value or to understand the impact
we may have on a small provider. It’s not about ill will,
but it’s not a part of the concrete management agenda”.

“The supplier first says pay me and then we’ll
converse”.

“There are a number of us in the organization
that are not aware of the impact our decisons
or actions –that we take or fail to take–
have on our suppliers”.

“There are very distinct realities depending
on the level of the supplier”.

V.
MAIN
CONCLUSIONS

39

MAIN
CONCLUSIONS
“The challenge we have is great because we are practically in the middle of the value chain, in the development of suppliers,
but at the same time we engage in best practices for the service administrators. Because in purchasing we can’t manage all
of the services, especially in large corporations with a great many number of suppliers. Therefore, everything must be supported
by best practices, robust processes and the systematic tools that we have for complying with suppliers’ requirements, which
I think are profoundly changing.”

This perspective shared by one of the Roundtable participants summarizes in a way the evolution of and feelings about the relationship with suppliers.
Ten conclusions have been identified that can service as a guide and roadmap for progressing towards more comprehensive relationships with providers.
long-term relationships. Try to maintain
clear and transversal directives with general
1. Establish
4. Establish
the connection and create occasions for joint
management for policies and managing suppliers.
development that strengthens the relationship and
improves results.

2.

Promote occasions for meeting and building
relationships such as committees, roundtables and
periodic meetings to align perspectives and detect
potential conflicts in a timely way.

that the relationship with providers is a
3. Understand
human one with all the relevant complexities.

awareness within the entire organization
8. Generate
about the importance of complying with time frames
and commitments made to suppliers.

5.

Incorporate flexibility and new technological variants
into the processes that define the links to suppliers:
contracts, payments, service management, etc.

6.

Make progress on organization and improving process
management, seeking the best way to systematize and
structure project management.

7.

Align with the Legal Departments for the strategic
importance of maintaining and managing a good
relationship with suppliers.

that the relationship with suppliers is a
9. Understand
strategic issue for business management and therefore
must be a priority for general management.
the fact that sustainable management of
10. Despite
providers is an emerging reality in our country, the
businesses represented at the Roundtables have
declared their interest and intention to make progress
in this area.
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