
Standard Operating Procedure (SOP): Vendor
Performance Monitoring and Evaluation
This SOP details the process for vendor performance monitoring and evaluation, covering the criteria for
assessing vendor reliability, quality, delivery, compliance, and cost-effectiveness. It includes procedures for data
collection, performance review meetings, feedback mechanisms, corrective actions, and continuous improvement
initiatives. The goal is to ensure consistent vendor performance, foster strong supplier relationships, and optimize
procurement outcomes to support organizational objectives.

1. Purpose
To establish a consistent framework for monitoring and evaluating vendor performance, ensuring the supply chain is
reliable, efficient, and adds value to the organization.

2. Scope
This SOP applies to all vendors supplying goods and/or services to the organization, and to all employees involved in
the procurement and supplier management processes.

3. Responsibilities
Procurement Team: Collects data, evaluates vendor performance, and coordinates review meetings.
Quality Assurance: Assesses vendor product/service quality.
Finance Department: Monitors cost-effectiveness and invoicing issues.
Department Heads: Provide user feedback and participate in reviews.
Vendors: Address feedback and implement corrective actions.

4. Vendor Performance Criteria

Criteria Description Measurement Method

Reliability Consistency in fulfilling contractual obligations Delivery timelines, fulfillment rates

Quality Compliance with required specifications and standards Quality inspections, defect rates

Delivery Adherence to delivery schedules On-time delivery rate, delay incidents

Compliance Adherence to legal and contractual requirements Compliance checklists, audit results

Cost-effectiveness Competitiveness of pricing and total cost of ownership Price benchmarking, cost analysis

5. Procedures
1. Data Collection

Maintain records of delivery, quality reports, compliance documents, and cost data.
Gather user feedback and incident reports regularly.

2. Performance Evaluation
Quarterly or bi-annual reviews using a standardized Vendor Assessment Form.
Score vendor performance against defined criteria.

3. Performance Review Meetings
Schedule meetings with the vendor to discuss performance results and feedback.
Document meeting outcomes and agreed actions.

4. Feedback Mechanisms
Communicate performance results and improvement areas to the vendor.
Solicit vendor feedback for process optimization.

5. Corrective Actions
Develop and agree on corrective action plans if performance falls below acceptable standards.
Monitor implementation and follow-up as required.

6. Continuous Improvement
Encourage best practices and innovation from vendors.



Update performance criteria and processes based on lessons learned.

6. Documentation & Records
Vendor Assessment Forms
Meeting minutes and action items
Performance scorecards and reports
Correspondence and feedback forms
Corrective action plans and follow-up documentation

7. Review and Update
This SOP shall be reviewed annually or upon significant changes in vendor management policy or organizational
requirements.

Appendix
Vendor Assessment Form Template
Sample Vendor Scorecard
Corrective Action Plan Example
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