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Survey Report Out

it
An Overview:
2006 Ethical Practices Survey
Goal

To understand what is happening within organizations
on the ethics front

To draw conclusions to help management be more

effective in ensuring ethical behavior
Respondents

Supply professionals

Links to others in the organization outside of the
supply management function
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An Overview:
2006 Ethical Practices Survey

1,245 survey respondents

42% from manufacturing firms, 15% government &
services

Median organization size of $100-500M annual sales
Median annual spend between $10-50M

56% of respondents held supervisory positions with titles
including manager, director, and vice
president/executive/CPO

Median work experience in functional area was 9-15
years
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Survey Foundations:
Drivers & Barriers

Areas of focus for the survey questions

|I Potential
Drivers ]
Ethical
Potential Practices
Barriers
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Survey Results Barriers

Potential Barriers to Ethical Behavior

Pressure to perform

Business priorities

Differing standards across functions
No internal consequences

Supplier pressures

Ineffective training

Regulatory compliance
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Survey Results Drivers

Potential Antecedents of Deceitful Practices

Lower Level

Individual employee values

A people-oriented organizational culture that promotes
corporate citizenship

Policies that include explicit sanctions and punishments for
unethical behavior
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Survey Results Drivers

Potential Antecedents of Deceitful Practices

Higher Level

An organizational culture that focuses on short-term
bottom-line gains
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Open Discussion
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To what extent do you believe
meals, gifts and entertainment with
suppliers influence sourcing decisions?

Survey Results

To no extent whatsoever or to
almost no extent

— J3Y%

Today s Question:
Almost no influence because of policies /
practices or individual behaviors & values?

Then why concern about a
dual standard?

sup[.:il.;s r‘v':au:eag'::nem Page 11

Respondent Feedback:
The Dual Standard

There is a dual standard between purchasing and the sales functions

Sales sees lunches, etc., as an important part of forming a
partnering relationship and this is a good, ethical way of doing
business; purchasing sees the same thing as bribery there is
merit to both arguments and that policies that avoid extremes are
likely the best

Over the year what is acceptable and what is not has changed
greatly. Rules, regulations, and policies have required some of these
changes. Supplier's have been forced to pare their budgets that allow
them the opportunity to do things that were accepted in past. As an
organization we must not lose sight of this and relax as the champion
of ethical behavior.

Paraphrased quotes from survey respondents
I SM® ISM Ethical Standards Survey
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To what extent do you believe
there are examples in your organization
where politics inappropriately influenced

sourcing decisions?
Survey Results

To no extent whatsoever or to

-~ (0)
almost no extent S

Today s Question:

How can/should the Supply Chain
Professional react to situations of political
influence in sourcing decisions?
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Respondent Feedback:
Inappropriate Political Influence

As agent of the company it is the fiduciary responsibility of every supply
management employee to hold themselves to high ethical standards even if
the company is not supportive  such standards will allow you to maintain
your integrity with your suppliers and in the market place

Our biggest problem is that people give business to suppliers because they
are their friends. | am ethical because | do not like to create obligations for
myself | don’'t want to make decisions harder than they have to be or give
suppliers the impression that they are going to get business because of a
dinner, etc.

| find that my decisions are increasingly compromised by political
considerations  our customers may require that we purchase from a
particular manufacturer, not because of personal preference but because of
inappropriate relations they have with those manufacturers. If we don't use
those manufacturers, the customer may go direct or use another supplier.
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To what extent do you believe ...

... your function has shared confidential
information about one supplier with another
supplier?

Survey Results

110 NG extent WhatSeeVer o) 1o

= 0)
almoest no extent 15%

Jloday’s Question:
IS there any Infermation that Is not
confidential inra buyer-supplier relatienship?
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Respondent Feedback:
Sharing of Confidential Information

» Very different perspectives depending on who you talk to. What is
confidential to one is not to another. | am continually amazed at ones ability
to justify and rationalize outlandish behavior.

« When | inform a vendor that they did not win a bid because they were not the
lowest bidder with the same service & quality, | am often asked by the vendor
"Well who was?, Who did you give it to?" My response - "That | will not tell
you." This can change an opinion of a vendors’ ethics — they know they
should not be asking the question to begin with.

« | think there needs to be a differentiator between treating all suppliers equally
when there are instances with strategic partnerships. We utilize strategic
partnerships and those suppliers do receive "preferential consideration”
during quotations because they bring more to the table than merely a quote
and the production of parts. We leverage supplier's technology and expect
more from strategic sources.

Paraphrased quotes from survey respondents
ISM Ethical Standards Survey
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