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This publication contains general information only and Institute for Supply Management®, Inc. (ISM®) is not, by
means of this publication, rendering accounting, business, financial, investment, legal, tax, or other professional
advice or services. This publication is not a substitute for such professional advice or services, nor should it be
used as a basis for any decision or action that may affect your business. Before making any decision or taking
any action that may affect your business, you should consult a qualified professional advisor.

For more information, contact membersvcs@ismworld.org.
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About Institute for Supply Management® (ISM®)

Institute for Supply Management® (ISM®) is the first and leading not-for-profit professional supply
management organization worldwide. Its 50,000 members in more than 100 countries around
the world manage about US$1 trillion in corporate and government supply chain procurement
annually. Founded in 1915 by practitioners, ISM is committed to advancing the practice of
supply management to drive value and competitive advantage for its members, contributing to
a prosperous and sustainable world. ISM empowers and leads the profession through the ISM®
Report On Business®, its highly-regarded certification and training programs, corporate services,
events, the ISM Supply Chain Capability Model and the ISM Advance™ Digital Platform. The ISM®
Report On Business®, Manufacturing, Services and Hospital, are three of the most reliable economic
indicators available, providing guidance to supply management professionals, economists, analysts,
and government and business leaders.

www.ismworld.org

How the Survey Was Conducted

The Institute for Supply Management® (ISM®) Research & Analytics survey on supplier diversity was
conducted from December 16, 2021, through January 14, 2022. The survey includes random samples of
ISM customers, members, and non-ISM affiliated practitioners with a final data set of 513 respondents.

Contact Us

Institute for Supply Management Member Services Team
309 W. Elliot Rd, Suite 113

Tempe, AZ 85284-1556

P:+1.480.752.6276

E: membersvcs@ismworld.org
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Supplier Diversity Programs:
A Winning Solution

Key Takeaways

+ Nearly 80 percent of respondents report that
their organization has a supplier diversity
program.
Supplier diversity programs bring awareness of
the benefits of diversity and alternative points of
view regarding procurement needs.
Key features of programs include evaluation
and performance measurement, and leadership
commitment.
A majority of programs have been operating for
more than five years.
Programs are becoming more adept at reaching
diversity milestones.

Introduction

Historically, supplier diversity programs set aside a
certain percentage of an organization's spending
on goods and services for socially or economically
disadvantaged businesses. As supplier diversity
programs mature, the benefits have become more
quantifiable, and the focus has shifted from doing
the right thing to adding business value.

Supplier diversity programs bring awareness of
the benefits of diversity and alternative points of
view regarding procurement needs. By doing so,
these programs can create opportunities for small
businesses and help organizations save money. Risk
mitigation proves to be another benefit of supplier
diversity programs as alternate suppliers provide
resilience in the face of disruptions. Additionally,
supplier diversity programs help promote
competition, resulting in higher quality products,
innovation and lower prices.
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ISM's annual supplier diversity study seeks to
understand the state of supplier diversity programs
in organizations, measure their effectiveness

and identify emerging trends. The study found

that developing supplier diversity strategies and
identifying supplier diversity opportunities are
primary responsibilities for those involved in these
programs. Additionally, critical features of successful
programs include evaluation and performance
measurement, and leadership commitment.

Demographics

The final data set of 513 respondents included

a balanced mix of manufacturing (49 percent)

and services (51 percent) industries. The top 5
industry subsectors represented were Electrical
Equipment, Appliances & Components, Health Care
& Social Assistance, Other Services, Miscellaneous
Manufacturing, and Chemical Products.

Commitment to Supplier Diversity
Results convey commitment from organizational
leadership is essential for the success of supplier
diversity programs. Our study found that 65 percent
of respondents agreed that leadership is committed
to supplier diversity in 2022. Workforce diversity

is another area where leadership commitment is
essential, and our study found that 79 percent of
respondents agreed that leadership was committed
to workforce diversity in 2022, down 5 percent from
2021 results (84 percent).



Figure 1: Leadership is supportive of diversity, but possibly slightly less so
compared to 2021

2021
“My organizational leadership is committed to supplier diversity.”

6% 6% 16% 13% 29% 25%

Strongly disagree Average =5.13 Strongly agree

“My organizational leadership is committed to workforce diversity.”

6% [EY N 12% 33%

Strongly disagree Average =5.73 Strongly agree

2022
“My organizational leadership is committed to supplier diversity.”

8% 19% 27% 20%

Strongly disagree Average =4.91 Strongly agree

“My organizational leadership is committed to workforce diversity.”

7% 'YW 12% 33%

Strongly disagree Average =5.52 Strongly agree
The protests and social unrest regarding racial supplier diversity programs. Sentiment decreased
justice brought increased attention to the need by 6 percent in this year's study, with 45 percent of
for organizations to review their supplier diversity respondents feeling that these issues continued
efforts. In 2021, 51 percent of respondents felt to contribute to the urgency of supplier diversity
that these issues elevated the importance of programs.
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Figure 2. The urgency of diversity initiatives may have lessened since 2021

2021
The protests and social unrest
regarding racial justice have ...

Increased the importance

of our programs 51 0/0

Not impacted our
programs 440/ 0

Decreased the importance 0
of our programs 5 /0

Supplier diversity programs are becoming more
common, with nearly 80 percent of respondents
saying their organization had a supplier diversity
program in place. Many of these programs fall
under procurement/sourcing (37 percent) and
supply chain (20 percent). The benefits of supplier
diversity programs are becoming more widely
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2022
The protests and social unrest
regarding racial justice have ...

Increased the importance

of our programs 450/0

Not impacted our
programs 490/0

Decreased the importance 0
of our programs 5 /0

recognized. However, formalizing supplier diversity
programs was seen as less of a priority in 2022, with
57 percent of respondents saying it was unlikely
their organizations would take that step with their
supplier diversity program within the following year.



Figure 3: 79% of respondents report their firm has a supplier diversity
program; 21% say no program is in place

2022
Where does the formal supplier Could the informal program become
diversity program/function reside more formalized?
within your organization?
Procurement/Sourcing Yes, there is a plan
Supply Chain It's possible this year
Informal supplier diversity function Not this year
Human Resources
R s
Developing supplier diversity function At what Stage is program/funCtion
?
4% development?
Compliance
We are in pre-roll-out implementation
o -
Sustainability
We are developing program goals
2%
52%
Other
We are developing pre-goal infrastructure
4%

44%

No supplier diversity function

Luis Javier Concepcion, CPSM, CPSD, global DuPont’s supplier diversity program is formal
category manager facility services, construction and has policies to identify suppliers, manage

and maintenance at DuPont and an ISM Talent relationships and make sure those suppliers add
Management Committee member says, “We may value to their supply chains.

see newer companies that are embedding supplier

diversity in the way they do business because of Concepcion said that diverse suppliers bring

what is happening in society, and there is no way an essential value. “We don't like to see diverse
you can avoid that. Similar to diversity and inclusion suppliers as a redundancy for market challenges,
in the workplace, supplier diversity is an area where but we do a lot of work in vetting those suppliers
everyone is aware it needs to happen, and they are to make sure that we are partnering with the right
recognizing the value of it.” supplier and for the right labor market, or whatever

is happening at that moment,” he says.
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Supplier Diversity Involvement

Most respondents (68 percent) reported having for diversity initiatives, 22 percent report to a leader
some involvement in their organization’s supplier with supplier diversity goals, and 13 percent are the
diversity program. Thirty-three percent have sole entity at their company accountable for supplier
leadership responsibilities for a group responsible diversity.

Figure 4: In 2022, 68% of respondents are involved in their organization’s
supplier diversity program

In the context of your organization’s supplier diversity function,
please indicate the role of your position

il P : 34% | 330,
23% 22%
13%

Iam not involved in I am the only person I report to someone I'lead a group with
supplier diversity with supplier diversity with supplier diversity supplier diversity
responsibilities responsibilities responsibilities

Role in Supplier Diversity Programs

Overall, the three top three priorities of those and the bidding process (RFPs and RFQs) to be
involved in supplier diversity programs are primary responsibilities. In comparison, respondents
identifying supplier diversity opportunities, RFPs, identifying as the sole person responsible for

RFQs, IFBs and the like, and developing supplier supplier diversity responded that developing
diversity strategies. Those on a team or leading a supplier diversity strategy was their highest priority.

group felt identifying supplier diversity opportunities
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Figure 5: Regardless of role, developing supplier diversity strategy and identifying
supplier diversity opportunities are seen as primary responsibilities

In the context of your organization’s supplier diversity function, please indicate the role of your
position by the three activities that I'm mainly involved are ... (2021)

Developing
supplier Working
diversity Identifying Assessing Developing with current
strategy supplier RFPs, RFQs,  Coordinating program Onboarding diverse Coordinating qualified
diversity IFBs and the with diversity successvia new qualified suppliers for with internal suppliers on
opportunities like organizations metrics suppliers our program  stakeholders RFXs Other
I am the only person doing supplier diversity 3.0 22 22 5.0 0.0
Ireport to someone that does supplier diversity 2.2 2.2 2.7 2.7 1.0
Ilead a group with supplier diversity responsibilities 3.0 2.7 2.4 3.0 2.4
In the context of your organization’s supplier diversity function, please indicate the role of your
position by the three activities that I'm mainly involved are ... (2022)
Developing
supplier Working
diversity Identifying Assessing Developing with current
strategy supplier RFPs, RFQs,  Coordinating program Onboarding diverse Coordinating qualified
diversity IFBs and the with diversity successvia new qualified suppliers for with internal suppliers on
opportunities like organizations metrics suppliers our program  stakeholders RFXs Other
I am the only person doing supplier diversity 2.2 25 2.8 25 “ 25 3.0 0.0
I report to someone that does supplier diversity 3.0 25 2.7 2.8 2.7 25 0.0
Ilead a group with supplier diversity responsibilities 3.1 25 2.9 2.4 2.4 3.4 1.8
When asked about the availability of supplier percent indicated that training was only available for
diversity training, the majority (61 percent) reported anyone in the supply chain (25 percent) or only for
there is no formal training in place. The remaining 39 those with diversity responsibilities (14 percent).
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Figure 6: 2022 respondents report slightly less access to supplier diversity training

2021
Does your supply chain
organization have supplier diversity
training in place?

27%

Any supply
management
team member may
receive training

16%

Only for
personnel with
supplier diversity
responsibilitie

2022
Does your supply chain
organization have supplier diversity
training in place?

25%

Any supply
management
team member may
receive training

14%

Only for
personnel with
supplier diversi
responsibiliti

Benefits of Supplier Diversity Programs

Respondents agree that increasing attention to diversity
is the most significant benefit of a supplier diversity
program. Supplier redundancy/dual-sourcing saw

the largest increase (6 percent) over 2021. Providing
potential suppliers during the pandemic (up 4 percent)
and adding more local suppliers (up 3 percent) were
benefits that also increase over last year's results.

“For me, (the benefit of) materially diversified supplier
base would be at the top of the list,” Concepcion

says. “When you have a diverse supplier, typically that
organization has less organizational complexity, bringing
less overhead to the cost structure that we manage.
Meaning, nondiverse suppliers typically have larger
organizations where that overhead is getting charged to
the customers.”

Many diverse suppliers have less overhead and those
costs are not passed on to customers, unlike bigger
organizations with larger overhead.

"Also, the changes in the market — with the pandemic,
the war (in Ukraine), fuel costs — everything that's
happening combined together is forcing companies

to look outside of their normal supply chains and their
normal suppliers to look for other options,” he says. “The
flexibility offered through diverse suppliers adds a lot of
value to that conversion.”

Concepcion also sees innovation as a benefit to having
supplier diversity programs.

“I think diverse suppliers are in a special situation where
they continuously look for how they can be highlighted,
versus bigger companies,” he says. "I see that constantly,
at lease in my space, where a smaller supplier engages
with me to bring ideas around transactional innovation
or operational innovation — whatever it is — and we sit
down, look at it and work to implement it. I it doesn't
work, we keep having the discussion to see how we can
innovate.”
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Figure 7: In what ways have supplier diversity programs helped your organization?

Brought more attention to the
benefits of diversity

Provided another lens through which
to consider our needs

Added more local supplier
opportunities

Provided opportunities for
community engagement

Brought another source of
potential innovation

Provided potential suppliers
during this pandemic

Materially diversified our
supplier base

Added supplier redundancy/
dual-sourcing

Provided actual suppliers
during this pandemic

Materially reduced
costs

Other

7%
6%

Our supplier diversity program hasn’t
had much effect overall

B 2021 W 2022
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7%

47%
45%
41%
40%
40%
34%
38%
38
32%
%
31%
24%
26%

20%

The top three features of supplier diversity programs —
evaluation of Tier-1 spend, performance measurement,
and leadership support — remained consistent with the
2021 survey. When asked about the main features of
the program, data integration with supply management
platforms jumped by 6 percent compared to 2021. Itis
interesting to point out that while leadership support
remained the program’s main feature in this year'’s study,
sentiment slipped 5 percent compared to 2021.

Supplier Diversity Maturity

Most respondents (72 percent) reported their companies
had supplier diversity programs for three years or

more. Only 51 percent of 2022 respondents stated

their companies’ supplier diversity program was in

place longer than six years, compared to 65 percent

of 2021 respondents. Among this year’s respondents,
their companies appeared to be in the earlier stages of
establishing supplier diversity programs, with 49 percent
stating theirs have been operating for five or fewer years.
Supplier diversity programs in place for less than six
years increased by 14 percent.
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Figure 8: As in 2021, a plurality of respondents report their programs have been in place

for a decade or more
43%
36%
0
21% 22%
18%

More than 10 years

For how many years has your supplier
diversity program been operating?

B 2021 W 2022

16%
12%

Less than 3 years

3to 5years 6 to 10 years

Less than 1 year

10

For Concepcion, at DuPont — an organization with a
mature supplier diversity program, going on 50 years —
he says one of the things that influences the maturity of
a supplier diversity program is leadership.

“Whether you're starting a company or working for a
mature company, it's about executive commitment,”
Concepcion says. “For us, we've been lucky to have that
for the last 49 years. The C-suite is engaged with what
we are doing and are advocates for our goals.”

Mature programs are more likely to report long-term
success in meeting diversity goals, and Concepcion says
the maturity of programs and the meeting or exceeding
of goals can depend on business activities.

“In a normal scenario with a mature company with data
that goes back, like 50 years for DuPont, you would
think that our goals would be now what was set up to
do 50 years ago, but there are many aspects of what the
company has been doing for the last 10 years,” he says.

Concepcion continues, “In 2017, when [ used to lead the
program, our spend with diverse suppliers was almost
(US)$800 million, and our goal was to get to a $1 billion
spend, but that went down significantly when we spun
into two different businesses in the last five years, and
we went back to $500 million. So, it depends on the
actions that the company takes in the market — either
selling business, acquiring business — to acquire those
goals.”

The proportion of managed spending allocated to
diverse suppliers (54 percent) and the proportion of
sourceable spending allocated to diverse suppliers

(41 percent) continued to be the primary avenues for
measuring supplier diversity goals. Communicating and
enforcing supplier diversity policies (38 percent) was the
third most popular measurement of success.
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Figure 9: Portions of managed spend and sourcable spend allocated to diverse suppliers

are key metrics of success

How are your supplier diversity goals measured?

Percent managed spend allocated to
diverse suppliers

Percent sourceable spend allocated
to diverse suppliers

Supplier diversity policies
communicated and enforced

Distribution of supplier diversity
across varied dimensions

Adoption of principles advocating
value-add beyond diversity

Supplier diversity training
completion rates

Other 3%
B 1%
Don’'t know
B 2021 B 2022 ’

“ “'
S

5
54%
59%
41%
45%
38%
47%
35%
34%
22%
19%
16%

11%

In addition to diverse supplier spend, Concepcion says
that supplier development and acting as an advocate
internally for diverse suppliers can help programs
achieve their goals. “It's all about being an advocate
internally for those diverse suppliers, being a voice for
them, and showing the value of those companies,” he
says. “If you don't have those advocates internally in the
company, its pretty difficult for those suppliers because
they have limited engagement with internal stakeholders

© Institute for Supply Management®. All rights reserved. Reprinted with permission from the publisher, the Institute for Supply Management®.

that make the decisions in terms of what we buy, how
much we buy and from who we buy.”

When it came to measuring the success of supplier
diversity programs, 65 percent agreed their
organization’s success in achieving supplier diversity
milestones had increased compared to three years ago.
Only 5 percent of respondents reported a decrease in
success.
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Figure 10: Supplier diversity programs are improving their ability to achieve program
milestones

Compared to three years ago, my organization’s success in achieving
supplier diversity milestones has ...

44%

40%

29% T
0
22%
17%
0
50/0 . 7%
3% 5%
2%
0%
Decreased Decreased Stayed the Increased Increased Don't know/
substantially same substantially Not sure

B 2021 W 2022

When respondents were asked what they considered a diverse supplier, women-owned and minority-owned entities were
the most prevalent answers.
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Figure 11: Woman-owned and minority-owned businesses are most likely to be
considered to be diverse suppliers

What do you consider as a diverse supplier?

Women business 74%
enterprise

Minority business 66
enterprise 64%

Minority- 5%
owned 62%

()]

Woman-owned 61%
small business 61%
Veteran- 6%

owned

Veteran-owned 4
small business 53%

wn

Small
business

53%

Service-disabled
veteran-owned SB

Veteran business

enterprise 45%
Disabled- 45%
owned 4
LGBT- 44%
owned
Disabled veteran 4
business enterprise 40%
Service-disabled 1%
veteran 40%
Small disadvantage 51%
business 3

Indian tribes or

tribally-owned 3
Disadvantage veteran 4
enterprise 35%

Disadvantage business
enterprise 35%

HUBZone small 40%
business 28%

Alaskan native 29%
corporation 23%

8(A) 25%
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Organizations rely on various third-party resources to document diverse supplier statuses. The most prevalent third-party
organizations used were the National Minority Supplier Development Council (NMSDC), Women's Business Enterprise
National Council (WBENC), and U.S. Small Business Administration.

Figure 12: NMSDC, WBENC, and the U.S. SBA are the most frequently consulted supplier
diversity facilitators

What organizations do you work with to document diverse suppliers status?

NMSDC
WBENC
U.S. SBA
NVBCD I — T
:
U Veterans Afais
NoLee
Capitalize W Busi (o) =
apiiafize Tomen Ftisiness Dwners
USBLN Disability SD Program 17
U.S. Women’s Chamber of Congress
Fair trade -
NaVOBA .
supplier.io -
WeConnect -
Self-certified =
Other
Other government body
Other {Blank} -
. 34%]
Conclusion
The advantages of a well-run supplier diversity program As the adoption and formalizing of supplier diversity
are clear, including increased benefits to both the programs continue to increase, we can expect to see
organization and diverse suppliers. To get the most out increased benefits in terms of cost savings, competition,
of these programs, it is important to understand the key and quality. Supplier diversity programs have proven that
features and benefits. Additionally, organizations should investing in businesses for the greater good can be a
focus on setting clear goals, establishing proper program win-win for all parties.

management, and ensuring leadership commitment.
By doing so, they can maximize the benefits of supplier
diversity programs for all involved.
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