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RESEARCH QUESTIONS DRIVING THIS STUDY

To what extent is the military branch under study a good customer

• Relative to the private sector?

What makes for a “good” customer?

Why does it matter?

Is it enough to be a “good” customer?

Why is this important?

• Rethinking supply chain management in the post-COVID 19 world



IT ALL BEGAN 

WITH A CALL?



MOTIVATION FOR 

THE STUDY

 Shrinkage in the DoD Supply Chain (Murphy, 2019)

 From fiscal 2009 to fiscal 2018, the vendor account stood at 115,000

 27% reduction

 Reduction concentrated in the small to medium sized enterprise sector

 131.000 (2009) → 88,000 (2018)

 Large vendors only fell by 4%

 Increase in government spending over same time period

 39% increase

 Inability to secure acceptable bids on certain, critical components.



TIMELINE TO THE 

STUDY

• In response to a direct request for the undersecretary of 
the military branch

Began on September 17, 2019

•Survey developed from September 17 to September 30, 
2019

•Launched September 30, 2019

•Ultimately over 1,300 responses received

•Data collected phase ended October 25, 2019

•First report to the military branch

•October 28, 2019

•Briefing with the military branch and invited participants

•December 13, 2019

Timeline



RESEARCH BACKGROUND

 Most research into supplier development has focused on either the 
buyer’s perspective or, in some cases, a dyadic perspective

 This research focus is at odds with what is now being observed in 
industry

 Good suppliers fire bad customers

 Concept of “earned preferential treatment”

 Working Relationship Index (WRI)

 Initially started by John Henke, Oakland University

 Now owned and managed by Plante Moran

 Major supply chain statistic in the automotive industry

 Focuses on the first tier



RESEARCH 

METHODOLOG

Y

Small to medium 
sized enterprises

•Firms with 500 or fewer 
employees

Three groups 
identified

•Current suppliers

•Past suppliers

•Private suppliers

Survey developed by 
MSU in cooperation 
with purchasing 
experts

•Deployed on Qualtrics

Survey distributed by 
NDIA

Supported by a strong 
invitation from the 

acting secretary of the 
branch.

Sampling Frame



WHAT MAKES FOR A 

GOOD CUSTOMER?

 THE ELEMENTS



DEMOGRAPHICS
 Surveys Completed:

 Total: 1251

 Participate: 1226

 Declined: 25

 Supplier Breakdown:

 Have never been suppliers: 692

 Past suppliers: 148

 Current suppliers: 311

5/17/2021

                  Total          629      100.00

                                                            

   Would rather not say            7        1.11      100.00

More than 500 employees           26        4.13       98.89

                101-500           78       12.40       94.75

                 51-100           60        9.54       82.35

                  26-50           75       11.92       72.81

                   1-25          383       60.89       60.89

                                                            

       in your company?        Freq.     Percent        Cum.

  employees are located  

 Approximately how many  

                             Total          597      100.00

                                                                       

           OCONUS (US Territories)            6        1.01      100.00

West (including Alaska and Hawaii)           61       10.22       98.99

                         Southwest          124       20.77       88.78

                         Northwest           30        5.03       68.01

                          Southeat          131       21.94       62.98

                         Northeast          245       41.04       41.04

                                                                       

                          located?        Freq.     Percent        Cum.

        Where is your organization  

                                  Total          216      100.00

                                                                            

Was previously, but no longer a supplie           23       10.65      100.00

                     More than 15 years           74       34.26       89.35

                            11-15 years           26       12.04       55.09

                             6-10 years           35       16.20       43.06

                              1-5 years           47       21.76       26.85

                       Less than 1 year           11        5.09        5.09

                                                                            

                  supplier to the Navy?        Freq.     Percent        Cum.

       How long has your company been a  



BEING A GOOD 

CUSTOMER



KEY TRAITS – IMPORTANCE TO THE SUPPLIERS
IS THE BRANCH A “GOOD” CUSTOMER?

Trait Importance
Sign.

Branch 
Assessment

Private 
Assessment Difference

Mutual trust and respect 4.52 ++ 3.29 3.63 -0.34

Profitability 4.29 2.91 3.71 -0.80

Joint problem solving 4.25 ++ 3.06 3.56 -0.50

Simple and complete RFQ 4.24 2.98 3.75 -0.77

Timely awarding of contracts 4.18 2.78 3.81 -1.03

Clarity of interactions 4.18 ++ 3.13 3.61 -0.48

Predictability of revenue flow 4.18 2.88 3.48 -0.60

Effective conflict resolution systems 4.13 ++ 3.03 3.34 -0.31

Overall ease of doing business 4.09 2.88 3.86 -0.98

Openness to suggestions and improvements 4.08 ++ 2.78 3.61 -0.83

Early warning 4.05 ++ 2.81 3.30 -0.49

Long-term commitment to suppliers 4.04 2.69 3.35 -0.66

Frequency of communication 4.01 ++ 2.92 3.56 -0.64

Transparency of projects and purchases 3.98 ++ 2.97 3.18 -0.21

Effective, meaningful performance measures 3.97 3.08 3.36 -0.28

Clear mission and statement 3.93 3.46 3.47 -0.01

Consistency of messages/measures 3.93 ++ 2.93 3.36 -0.43

Risk sharing 3.80 + 2.62 3.07 -0.45

Interoperability 3.79 ++ 2.75 3.12 -0.37

Programs for supplier improvement (performance) 3.77 ++ 2.91 3.12 -0.21

Supplier development programs 3.38 ++ 2.80 2.85 -0.05

4.04 2.94 3.43 -0.50

Key:

Green –

Performance at 

4.00 or higher

Yellow –

Performance 

between 4.00 and 

3.00

Red – Performance 

less than 3.0

Difference = 

Navy assessment –

Private assessment
Participants asked to assess Branch versus Commercial performance



BEING A GOOD CUSTOMER
THE FOUR PILLARS OF SUCCESS



FOUNDATIONS 

OF IMPROVING 

THE SUPPLY 

CHAIN



2020 – THE YEAR OF THE PANDEMIC

▪ The year that the COVID-19 

Pandemic struck

▪ The year of stockouts

▪ The year that we saw the 

limitations of the cost-driven 

supply chain

▪ The year that caused us to 

rethink the importance of 

SCM





THE IMPACT OF 

COVID-19

Short-term

• Exposed the weaknesses of the cost-driven supply chain

• Made supply chain failures highly visible to the world

• Short-term actions aimed at insuring the flow of products

• Hidden bankruptcies – how to address

Long-term

• Re-evaluating the type of supply chain firms want

• Elevation of supply chain management

• Tactical → Strategic

• Search for new class of managers

• Address the hidden “weaknesses” of the
supply chains



THE REASONS

Lack of buffers

Lack of alternative suppliers

Global, interconnected supply chains

Nature of the pandemic

Focus Cost, first and foremost

Problems with suppliers
Small to medium-sized enterprises 
(SME)

Supplier movements



MAJOR CHALLENGES

Rethinking 
SCM

Change in 
Outcomes

Connected

Challenges 
of Small to 

Medium 
Firms

Managing 
beyond the 

first tier

Acceleration 
of trends

New 
Demands



RESPONSE

Simplification

Standardization

Partnering with other “experts”

Managing to increase output of certain products in the short-term.

Creativity in the supply chain

•Pizza shops and PPE

YET, these are attacking the symptoms



MAJOR CHALLENGES

Rethinking 
SCM

Change in 
Outcomes

Connected

Challenges 
of Small to 

Medium 
Firms

Managing 
beyond the 

first tier

Acceleration 
of trends

New 
Demands



IS THIS 

THEORETICAL?



SOMETHING TO 

THINK ABOUT?



UNDERSTANDING 

THE CHALLENGE: 

THE MULTI-TIER 

SUPPLY CHAIN

Challenges:

 Inter-tier distortion

 Top Mgt distortion

 Deployment distortion

 Supply chain negative externalities



TO GET TO YOUR LOWER TIER SUPPLIERS, YOU MUST 

WORK WITH YOUR FIRST-TIER SUPPLIER.

YOU MUST BE SEEN AS BEING A “GOOD” CUSTOMER!



BEING A “GOOD” 

CUSTOMER 

MATTERS

New 
Strategic 
Mandates

Visibility

Social 
responsibility

ResponsivenessInnovation

Security

To achieving the new strategic 

mandates facing supply chain 

managers!



FINAL COMMENTS COMMENTS

 Sometimes people don’t want to hear the 

“truth”

 Project uncovered some new areas for future 

research

 Supplier development as it applies to the lower tiers

 Need to focus more attention on small to medium 

sized firms

 Increasing importance of supplier development

 Now in the final stages of an NSF grant proposal

 New issues are being uncovered

 Pandemic

 Changing nature of the supply chain

 Good time to be in supply chain management



FINAL 

THOUGHTS



QUESTIONS


