
Supplier  Onboarding  Best
Practices

Building lasting success for your business relies on a number of factors, and one
of the most important of these is an effective and strategic supply chain. But
identifying and connecting with the best suppliers for your company’s unique
needs can be challenging. 

To be effective, supplier onboarding—the process of bringing new suppliers into
your  supply  chain—requires  a  savvy  combination  of  risk  assessment,  due
diligence,  and  business  relationship  management.

Navigating this process can be difficult without the proper tools and business
processes. 

However, by learning and implementing best practices, the onboarding process
can be streamlined and optimized to ensure every vendor in your supply chain is
your partner in shared success.

What is Supplier Onboarding?
Also known as vendor onboarding, the vendor onboarding process, or supplier
relationship  management  (SRM),  the  supplier  onboarding  process  gives
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businesses and other organizations a way to gather the information they need to
evaluate, approve, and add new suppliers to their systems, as well as buy goods
and services from, and make payments to, those same vendors.

Any vendor that provides your company with goods or services in exchange for
payment is a supplier. This applies to both direct and indirect spend.

Because it involves bringing an external party into your organization’s closed
system and making them “part of the team,” supplier onboarding is in many ways
similar to employee onboarding. 

Just as your human resources department must carefully evaluate and educate
potential staff before they can add them to the payroll, your procurement team
must qualify vendors based on reputation and performance, educate them about
your company’s business practices, internal processes, regulatory essentials, and
expectations for the business relationship you hope to build with them.

Evaluating prospective suppliers in this way helps minimize miscommunication
and unmet expectations while maximizing the potential for shared success as the
new partnership moves forward.

Before you can bring new vendors onboard, you’ll need to know what you’re
looking  for  in  terms  of  performance,  reliability,  pricing,  reputation,  and
compliance.

Building an Effective Supplier Onboarding
Process
Bringing  together  several  different  but  interrelated  processes,  supplier
onboarding is designed to move prospective suppliers through each of the stages
between initial supplier data collection and final contract.

For most  organizations,  developing (and,  in time,  streamlining)  your supplier
onboarding process can be achieved in six easy steps:
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1. Establish Evaluation and Approval Parameters.
Before you can bring new vendors onboard, you’ll  need to know what you’re
looking  for  in  terms  of  performance,  reliability,  pricing,  reputation,  and
compliance.  

Create  onboarding  checklists  and  ensure  you  have  an  efficient  method  for
collecting  and  verifying  both  contact  information  and  detailed  supplier
information (e.g., past performance, compliance histories, legal or reputational
troubles) you need to determine whether a given supplier is a yes or no.

2. Define Requirements and Expectations.
Nobody  likes  playing  a  game  without  knowing  the  rules.  Like  most  people,
vendors appreciate clear and comprehensive communication. 

By communicating your expectations, business policies, and other requirements
with vendors during supplier onboarding, you can not only save time that might
otherwise be wasted in clearing up misunderstandings, but streamline the overall
evaluation  process  by  quickly  identifying  which  vendors  have  potential  as
strategic suppliers and which are a poor fit for your team.

3. Save Time and Effort with Vendor Portals.
Create  a  vendor  portal  (also  called  a  supplier  portal).  This  dedicated  data
collection  system  provides  prospective  suppliers  with  self-service  access  to
registration for evaluation. 

Doing so not only helps familiarize new vendors with your system, but frees your
team from low-value data entry tasks and slash the average time required when
onboarding a new supplier.

You can incorporate the parameters, requirements, and expectations developed in
steps  1  and  2  within  the  portal,  streamlining  the  data  entry  process  and
improving both the speed and accuracy of your data collection and evaluation
processes.
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4.  Create  and  Incorporate  a  Process  for
Identifying  and  Prioritizing  Strategic  Supplier
Relationships.
Some vendors have a larger impact on your company’s performance and bottom
line  than  others.  They  may  represent  a  larger  amount  of  spend,  or  provide
strategic value through superior performance, access to a specific resource at
exceptional pricing, etc.

If  a  vendor  is  identified  as  a  potential  strategic  partner  during  the  initial
onboarding  process,  a  separate,  dedicated  process  for  bringing  strategic
suppliers into the fold gives your team (and any additional stakeholders required
to approve strategic suppliers) additional options with regard to evaluation and
approval without disrupting or delaying the overall onboarding process.

5.  Center  Your  Processes  on  Clarity  and
Communication.
So many lost opportunities, damaged relationships, and expensive delays can be
laid  at  the  feet  of  a  single  issue  plaguing  the  modern  workplace:  poor
communication. 

When everyone is on the same page, it’s much easier to ensure the onboarding
process, from risk assessment to data management, is as swift, accurate, and
complete as possible.

6. Invest in Technology
Even the best, most efficient processes will never be at their best if they’re being
done on paper with human hands. 

Automation  and  artificial  intelligence—two of  the  key  technologies  in  digital
transformation, and cornerstones of continuous improvement in business process
management—power up your processes, remove human error, and free your staff
from repetitive,  easily-automated  drudgery  to  focus  on  high-value  tasks  that
require a human touch.

The right cloud-based procurement solution can take many of the headaches out
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of the supplier onboarding process by moving all your data to a secure and shared
space  in  the  cloud,  with  real-time,  complete,  and  transparent  access  for  all
stakeholders. 

Integrations with your existing purchasing and accounting systems make it easy
to  incorporate  new  suppliers  and  ensure  your  buyers  are  getting  the  best
payment terms from the moment your supplier list is updated.

In addition, more advanced tasks are supported by powerful analysis tools that
reveal  hidden  opportunities  to  add  new  suppliers  (or  pursue  new  shared
initiatives with existing ones), eliminate underperforming vendors, and implement
innovation into your production line.

The Supplier Onboarding Process
Once  you’ve  established  your  criteria,  decided  how best  to  handle  potential
strategic  suppliers,  and  laid  out  your  overall  goals  for  building  strong  and
strategic supplier relationships, you can build your actual supplier onboarding
process.

The process itself centers on your vendor onboarding checklist, which provides a
thumbnail  sketch  you  can  follow as  you  flesh  out  your  supplier  onboarding
process to make sure you’ve included all the essentials.

Initial Vendor Evaluation
Collect and organize supplier information.

Supplier name and contact information (including titles
and roles for key contacts)
Vendor licenses and required documentation

Review vendor’s service record and reputation.
Review and evaluate credit history.
Perform compliance assessment  (legal,  industry,  governmental,
etc.)
Obtain vendor sign-off on your code of conduct and ethics.

Vendor Qualification and Approval
Clarify expectations and requirements regarding:

Lead times
Pricing



Terms and conditions
Workflow and business process compliance
Delivery
Training (including internal  systems training to engage
with your procurement and accounting systems for data
transmission, invoicing, etc.)

Data Management
Review all submitted data for completeness and accuracy.
Ensure all stakeholders, including accounting, purchasing,
and  logistics  staff,  have  real-time  access  to  relevant
information as required.
Review suppliers for potential role as strategic suppliers.

If  a supplier meets the requirements,  move the
supplier to the next phase of review.

Add standard suppliers to the system, update all relevant
systems  (including  procurement  and  accounting)  to
connect vendor data with associated goods and services,
as well as invoicing and tracking of vendor management
key performance indicators (KPIs).

Monitor and Review
Perform  regularly  scheduled  reviews  of  vendor
performance and compliance.
Monitor vendor data to identify potential opportunities for
new  market  development,  process  improvement,  or
product innovation based on access to new materials and
markets.
Streamline your supply chain as necessary to reduce the
number  of  suppliers  required  while  ensuring  all
contingencies  remain  covered.

Key  Benefits  of  Effective  Supplier
Onboarding
Developing a robust and well-managed supplier onboarding process helps your
team create a supplier relationship management program that’s effective and
efficient. 
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Open, honest, and clear communication, paired with explicit expectations and
complete data transparency, gives every supplier relationship the firm foundation
it needs to grow into a strategic partnership focused on mutual success.

In addition, your organization will see related benefits, including:

Streamlined processes and greater efficiency.
Enhanced  risk  mitigation  (supported  by  data  management  and
transparency)
A healthy and positive industry reputation as a buyer.
A sleek, well-tuned supply chain with minimal bloat.
Reduced human error, invoice fraud, and maverick spend.
Enhanced industry, legal, and governmental compliance.
A healthier bottom line supported by optimal return on investment (ROI).

Supplier Onboarding Best Practices
No two companies are alike, and chances are, your supplier onboarding process
may  not  look  much  like  your  competition’s—especially  if  you  automate  and
prioritize continuous improvement. 

However, every organization can benefit from keeping a few best practices in
mind when developing and deploying a successful supplier onboarding process.

Enlist the aid of the C-Suite. Top-down buy-in from the beginning of
the development process will make it much easier to bring the rest of the
company on board with your supplier onboarding process.
Don’t overlook due diligence.  Consistent and effective supplier risk
management is built on knowing what needs to be done, when it needs to
be done, and how it needs to be done.
Prioritize data security.  Invest in data management technology that
secures all your data, including supplier information, payment data, and
customer data, with the latest and most reliable options possible.
Automate, automate, and automate. Greater efficiency, fewer errors,
and tighter control over your supply chain management process flow will
be your reward.
Stay flexible. The only certainty is that things will  change. Focus on
continuous improvement, rather than hard lines of performance, to ensure
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your system is ready for tomorrow’s supplier relationship challenges as
well as today’s. 

Build a Winning Team of Suppliers
No  matter  what  goods  or  services  your  company  offers,  it’s  the  business
relationships you establish and nurture that will have the most profound effect on
your success. 

Investing the time, energy, and resources to build and automate your supplier
onboarding process  will  yield  big  dividends in  the form of  stronger  supplier
relationships,  reduced  risk,  and  more  frequent  opportunities  for  smart  and
strategic sourcing.

What’s your goal today?
1.  Use  PLANERGY to  manage  purchasing  and  accounts
payable
We’ve  helped  save  billions  of  dollars  for  our  clients  through  better  spend
management,  process  automation  in  purchasing  and  finance,  and  reducing
financial risks. To discover how we can help grow your business:

Read our case studies, client success stories, and testimonials.
Visit our “Solutions” page to see the areas of your business we can help
improve to see if we’re a good fit for each other.
Learn about us, and our long history of helping companies just like yours.

Book a Live Demo

2. Download our guide “Preparing Your AP Department For
The Future”
Download a free copy of our guide to future proofing your accounts payable
department. You’ll also be subscribed to our email newsletter and notified about
new articles or if have something interesting to share.
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download a free copy of our guide

3. Learn best practices for purchasing, finance, and more
Browse  hundreds  of  articles,  containing  an  amazing  number  of  useful  tools,
techniques,  and  best  practices.  Many  readers  tell  us  they  would  have  paid
consultants for the advice in these articles.
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