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Research and experience tells us that  
satisfied suppliers are more willing to  
provide preferential treatment to 
customers—treatment that can lead directly 
to market advantage. But what does it 
take to become a “preferred customer” and 
capture that edge? The findings presented 
here answer that question, offering a set of 
managerial actions to help buyers become 
the preferred customer of choice to their key 
suppliers.

T
he one constant that executive leaders will always 
face is a relentless pressure to improve corporate 
performance. Enlightened leaders understand that 
the link between positive relationships with sup-
pliers and improved corporate performance is a 
strengthening rather than weakening one. And, 
these leaders understand that by satisfying the 

diverse needs of their suppliers, their firm stands a better chance of 
receiving preferential treatment from suppliers compared with firms 
with less satisfied suppliers. Consider the following high-profile 
examples. 

Ford and Toyota are competing to become market leaders in the 
production of hybrid vehicles. As part of their development efforts 
both companies outsourced the production of a complex hybrid trans-
mission system to the same supplier. As market demand for hybrid 
vehicles increased, Ford executives complained publicly that the trans-
mission supplier favored Toyota when supplying transmission systems.1  

Unfortunately, a demand for transmissions that exceeds the supply of 
transmissions prohibits the supplier from supporting the demands of both 
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companies. What should 
be obvious here is that 
one company became the 
preferred customer while 
the other did not.

In another example 
that gained widespread 
attention, Airbus publicly 
accused General Electric 
of favoring Boeing during 
the development of engine 
technology for the next 
generation of commercial 
airplanes, a market esti-
mated to be worth several 
hundred billion dollars.2 As 

an Airbus executive complained: “The problem we have with 
GE is they go to Boeing and say ‘what kind of engine should 
we design for your airframe?’ Then they come to Airbus and 
say ‘here is the kind of airframe you need to build to fit our 
engine.’” Complicating matters is the fact that the largest ver-
sion of Airbus’ next generation of planes will compete with 
the largest version of a Boeing model (the 777) where GE is 
the exclusive engine supplier. GE officials say they will not 
build a new engine for an Airbus plane that will compete 
against a Boeing plane where GE is the sole supplier. 

These two examples highlight the high-stakes compe-
tition that is taking place over who will reap the benefits 
of preferential treatment from suppliers—a competition 
that can affect success or failure at the business level. 
Although the examples just presented involve large, well-
known companies, the need to understand what it takes 
to become a preferred customer is just as critical for 
smaller and less well-known companies. Smaller compa-
nies must not be caught off-guard regarding what they 

must do to receive preferential treatment from suppli-
ers. Failure to understand this can lead to some serious 
negative consequences as suppliers explicitly and tacitly 
decide who their preferred customers are. Because sup-
plier satisfaction with a buying customer is primarily a 
function of a customer’s behavior and not size (some-
thing that will be explained shortly), smaller companies 
do not have to be at a disadvantage here.   

Operating from the premise that satisfied suppliers 
are more willing to provide preferential treatment to their 
most favored customers, we present a set of findings 
from two studies that examine what it takes to become a 
preferred customer to suppliers. We also translate these 
findings into a set of managerial actions that will help 
ensure an industrial buyer becomes the preferred cus-
tomer to its suppliers.3 

The Supplier Satisfaction Study
The findings presented here are the result of data 
collected using a detailed survey called the Supplier 
Satisfaction Survey.4 This survey is a reverse scorecard 
where suppliers evaluate and score a specific custom-
er rather than the customer evaluating and scoring a 
supplier, which is traditionally the case in buyer-seller  
relationships. 

The supplier satisfaction survey is divided into sec-
tions that explore different aspects of the supplier’s 
perception of a specific customer.5 We conducted sepa-
rate supplier satisfaction studies on behalf of two major 
buying or customer companies. As researchers, we had 
complete responsibility for administering the survey 
to ensure the confidentiality of supplier responses and 
to create an environment where suppliers could freely 
answer questions. We were also responsible for all com-
munications with suppliers throughout the duration of 
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the studies. The following describes the two companies 
and their suppliers. 

Company A: Transportation Equipment 
Manufacturer
Company A, a wholly owned subsidiary of a European 
company, is a regional producer of large transportation 
equipment headquartered in the U.S. Its industry is 
characterized by intense competition and year-after-year 
downward pricing pressures. Supply executives at this 
company identified 131 suppliers that were judged to be 
critical to this company’s success. 

After identifying these suppliers, the research team 
forwarded an electronic invitation to an executive at 
each supplier requesting their participation in the study. 
This invitation included a letter from a vice president at 
Company A that identified the objectives of the study, 
introduced the suppliers to the research team, and 
requested the names of internal participants who could 
provide detailed information about that supplier’s rela-
tionship with this customer. Of the 131 suppliers con-
tacted by the research team, 113 suppliers participated 
in the study, yielding a response rate of over 86 percent.

Just over 75 percent of Company A’s responding 
suppliers are headquartered in the U.S., 13 percent are 
headquartered in Western Europe, and the remaining 
suppliers are primarily Canadian and Mexican. Even 
though a portion of participating suppliers are headquar-
tered outside the United States, 90 percent of survey 
respondents have a facility or facilities located in the 
U.S. that supports Company A. 

Just under half of the suppliers in the Company A 
study have sales of $50 million or less annually while 
almost 30 percent of suppliers have sales over $500 mil-
lion. The suppliers in this study are, for the most part, 
smaller to medium-sized firms, particularly when com-
pared with the buying customer. Every supplier in this 
study provided direct materials that are assembled into 
the customer’s final product.

Company B: Raw Materials Producer
Company B, also headquartered in the U.S., has facilities 
and suppliers located throughout the world. Its products 

include raw materials that are produced and consumed 
essentially the same way globally by customers in almost 
every major industry. This company also has a significant 
marketing and sales presence in all major regions of the 
world. Company B is recognized as a global leader. 

As with Company A, supply executives identified 
suppliers that are critical to Company B’s success. The 
research team sent an electronic invitation to an execu-
tive at each supplier requesting their participation. This 
invitation also included a letter from a vice president at 
Company B that introduced the supplier to the research. 
Of the 180 suppliers contacted by the research team, 

131 completed the survey, yielding a response 
rate of 73 percent. 

Almost 60 percent of Company B’s par-
ticipating suppliers are headquartered in the 
U.S., 23 percent are headquartered in Western 
Europe, and 12 percent are headquartered in 
China. The remaining suppliers are from coun-
tries such as Canada and South Korea. Overall, 

Company B’s suppliers are more geographically dispersed 
when compared with Company A’s suppliers. 

Company B’s suppliers are also larger in terms of 
sales compared with Company A’s suppliers. Almost 40 
percent of Company B’s suppliers have sales over $1 
billion annually, indicating that Company B deals with 
suppliers that are relatively large. Over 20 percent of 
Company B’s suppliers have sales greater than $5 billion 
per year. 

While Company A’s participating suppliers are manu-
facturing firms providing direct materials, 75 percent 
of Company B’s suppliers are evenly distributed among 
chemical, service, and industrial capital equipment pro-
viders. The remaining 25 percent of suppliers are dis-
tributed among MRO, corporate, and energy suppliers. 
Company B, unlike Company A, has no direct materials 
suppliers it is a raw material producer. 

Exhibit 1 compares the two companies and their 
suppliers. Across every dimension these two companies 
share almost nothing in common. These companies are 
even perceived differently in terms of their aggregate 
performance rating provided by their suppliers. As part 
of the research protocol we selected two very different 
companies, industries, and sets of suppliers for analysis. 
The rationale is that if a research finding applies across 
two very dissimilar settings, then one could conclude 
inductively that the finding is robust and that it should 
apply to other industrial settings. The next section iden-
tifies common research findings between the two sets of 
suppliers and studies that should be externally generaliz-
able to almost any industry.

Supplier satisfaction relates 
directly to a customer’s performance and 
behavior, rather than demographic or other 
attributes.
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A Set of Robust Findings 
Taken individually, the two satisfaction studies produce 
dozens of findings that are unique to each industrial cus-
tomer’s relationship with its own suppliers. But that is 
not what interests us here. Even though the two com-
panies, suppliers, and even their industries are vastly 
different, a set of findings common to both companies 
emerges when comparing the results from the two stud-
ies. These findings help us better understand what it 
takes to be the customer of choice. The following identi-
fies a set of findings that are consistent across these two 
very diverse sets of suppliers.  

Supplier satisfaction relates directly to a customer’s 
performance and behavior, rather than demographic or 
other attributes.
This is perhaps the major finding from the two studies. 
In both studies, supplier satisfaction correlates signifi-
cantly with factors that relate to a customer’s behavior 
toward the supplier (i.e., pay on time, share relevant 
information, treat suppliers ethically, and so forth) rath-
er than demographic or other factors such as supplier 
size or the size of a contract. Interestingly, a negative 
although not a strong correlation exists in both stud-
ies between the total years a supplier has worked with 
the customer and lower satisfaction with that customer. 
That is, as a supplier works with a customer for longer 

periods of time, the probabil-
ity increases that the supplier 
will indicate lower satisfac-
tion with that customer across 
quite a few dimensions. Other 
research has also revealed 
declining satisfaction within 
industrial relationships as lon-
gevity increases.6

No statistical relation-
ship exists between the size 
of a supplier in terms of sales 
and supplier satisfaction with 
the buying customer. In other 
words, supplier satisfaction 
with the customer is no dif-
ferent for smaller suppliers as 
compared with larger suppli-
ers. Furthermore, no relation-
ship exists between the size 
of the contract relative to the 
supplier’s total sales and sup-
plier satisfaction with the buy-
ing customer. Many compa-

nies offer progressively larger volumes to suppliers with 
the expectation that larger volumes will lead to more 
satisfied suppliers and better treatment. While that may 
happen to some degree, supplier satisfaction shows no 
statistical relationship with contract size. In both stud-
ies satisfaction relates directly to customer performance 
and behavior rather than the volume of sales that the 
customer represents. This is a welcome finding in that it 
suggests customers can change their behavior to improve 
supplier satisfaction, thereby leading to preferred cus-
tomer benefits.

The relationship between supplier satisfaction and 
viewing a customer as preferred is extremely strong.
The strongest relationship between any variables in the 
two studies involves the level of a supplier’s satisfaction 
with its customer and how that supplier views that cus-
tomer. The correlation between supplier satisfaction and 
viewing the customer as preferred is .75 for Company 
A’s suppliers and .73 for Company B’s suppliers. Besides 
being virtually identical, these unusually strong indica-
tors reveal a clear link between satisfaction and pre-
ferred customer status. (More advanced statistical 
modeling techniques conducted by the researchers con-
firmed this linkage). Even though we are dealing with 
two dramatically different sets of suppliers, the linkage 
between supplier satisfaction and viewing a customer as 

EXHIBIT 1

A Comparison of Two Companies with Minimal Similarity

Type of Company Manufacturer of large
transportation equipment

Producer of raw materials

Almost entirely North American;
company is one of six players in
a regional industry

Operations in over 50 countries;
industry features three major
players globally

Company BCompany A

Participants are all manufacturers;
only direct material suppliers
participated

All categories of suppliers
participated; company uses no
direct material suppliers

Mostly U.S. based; almost all
suppliers have North American
facilities that deal directly with
this customer

Almost half of participating
suppliers are located outside
the U.S.

Almost entirely North American GlobalGeographic Scope
of Company Sales

Relatively smaller compared
with the buying customer or
Company B’s suppliers

Relatively larger; suppliers
are sometimes larger than the
buying customer 

Size of Suppliers

A composite performance rating
of the customer by suppliers is
relatively low (63/100)

A composite performance rating
of the customer by suppliers is
relatively high (78/100)

Supplier Rating of Customer

Geographic Scope of Company
Operations and Industry

Participating Suppliers
In the Study

Location of Suppliers
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preferred is strong and, even across two very different 
settings, almost identical. 

A clear conclusion is that becoming a preferred cus-
tomer will likely not occur if a supplier is dissatisfied 
with a buying customer. While these are not causal stud-
ies, logic would suggest a sequence where supplier satis-
faction leads to preferred customer status. And, in both 
studies, a link between preferred customer status and a 
willingness by suppliers to provide preferential treatment 
is also clear, as we discuss below. The statistical linkages 
between supplier satisfaction, preferred customer status, 
and preferential treatment are unambiguous.

Suppliers indicate clear agreement regarding the cus-
tomer performance attributes that are most important 
to them.
Suppliers rated quantitatively the importance to them of 
25 attributes or behaviors that can be exhibited by their 
customer.7 Exhibit 2 identifies the average importance 
rating of the top 15 items for Company A on a scale 
where 0 = not important to the supplier and 6 = very 

important. This exhibit also shows how the top 15 items 
for Company A compare to the average performance 
ranking by suppliers for Company B. 

A major finding is that agreement exists from both 
studies regarding the four most important items to sup-
pliers. After these four items the lists begin to diverge, 
sometimes dramatically, reflecting the differences 
between the two sets of suppliers. The items where 
the two supplier segments show convincing agreement 
about what they want from their customers include 
earning a fair financial return, receiving payment in a 
reasonable time, opportunities for longer-term business 
relationships, and ethical and respectful behavior. When 
supplier executives ask themselves what they want most 
from a customer, these four items will likely be at the top 
of most lists. 

 
Satisfied suppliers are more willing to provide valuable 
kinds of preferential treatment to their preferred cus-
tomers compared with less satisfied suppliers.
One of the central questions underlying this research is 

whether satisfied suppliers 
are willing to provide prefer-
ential treatment to their best 
customers.  After all, if all 
of the time and energy com-
mitted to developing strong 
relationships does not lead 
to tangible benefits in the 
form of preferential treat-
ment, then some might ques-
tion the wisdom of directing 
scarce resources toward the 
development of supplier rela-
tionships in the first place. 

This research examined 
a set of supplier-provided 
outcomes across three broad 
groups—supplier willingness 
to make direct investments 
that only benefit a specific or 
limited number of custom-
ers, supplier willingness to 
provide internally-developed 
innovation to a customer, and 
supplier willingness to pro-
vide certain types of favor-
able treatment to a custom-
er. Exhibit 3 identifies the 
supplier-provided outcomes 
that suppliers can potentially  

EXHIBIT 2

What Is Important to Suppliers as Provided by Buyers
0 = Not Important to the Supplier      3 = Somewhat Important to the Supplier      6 = Very Important to the Supplier

Fair Financial Return on Investment

Payment in a Reasonable Time

Opportunities for a Longer-Term Business Relationship

Ethical and Respectful Behavior by the Customer

Adequate Lead Times for Planning

Accurate Forecasts

Opportunities for Early Involvement
During New Product Development

Effective Buyer-Seller Relationships 

Correct and Clear Material Specifications

Smoothly Timed Order Releases

Clear Channels of Communication

Protection of Proprietary Information and Technology

Tangible Support if Problems Arise

Efficient Negotiating and Contracting Practices

Responses to Inquiries in a Timely Manner

5.73 
5.49 

5.68 
5.62 

5.63 
5.55 

5.62 
5.63 

5.59 
5.22 

5.54 
5.12 

5.52 
4.68 

5.41 
5.48 

5.41 
5.32 

5.39 
4.91 

5.38 
5.33 

5.38 
5.17 

5.37 
5.27 

5.20 
5.08 

5.19 
5.19 

Average Importance Rating to Company A Suppliers

Average Importance Rating to Company B Suppliers
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provide to their customers.
A direct relationship exists between supplier satisfac-

tion with a customer and the willingness of that supplier 
to provide certain (and valuable) kinds of preferential 
treatment. Conversely, less satisfied suppliers are clear 
that they are unwilling to provide 
valuable kinds of preferential treat-
ment when they are disappointed 
with that customer. This finding is 
consistent across both studies.

The three supplier-provided out-
comes that the overall sample of 
suppliers are the least willing to pro-
vide Company A (from the total set 
of items presented in Exhibit 3) are direct financial sup-
port if needed, better pricing, and more favorable pay-
ment terms. Yet, the willingness to provide these items 
correlates the highest of all items with supplier satisfac-
tion. In other words, as suppliers become increasingly 
satisfied with Company A, the more willing they are to 

provide these valuable kinds of preferential treatment. 
The same phenomenon is observed with Company 

B’s suppliers, although not as dramatically as with 
Company A. This is likely due to the widespread diversi-
ty of Company B’s suppliers as compared with Company 

A’s suppliers. Still, three of the four supplier-provided 
outcomes that correlate the highest with supplier sat-
isfaction for Company B are also the lowest ranked in 
terms of the willingness to provide across the overall 
sample. These three items include preferential schedul-
ing of orders, better pricing, and first allocation of output 

if capacity is constrained. Again, satisfied 
suppliers are more willing to provide valu-
able kinds of preferential treatment com-
pared to less satisfied suppliers. Preferred 
customer status brings with it a set of out-
comes that are not available to typical cus-
tomers—benefits that can contribute to 
a hard-to-duplicate source of competitive 
advantage. 

There is a strong relationship between a 
supplier’s satisfaction with a customer and 
the level of trust the supplier perceives 
exists within the relationship.
The findings from both studies reveal that 
trust is central to effective relationships 
and supplier satisfaction. This is consistent 
with other research that has focused on 
trust as a key element of relationship suc-
cess. Our research reveals that higher lev-
els of relationship trust directly link to sup-
plier satisfaction.

Perhaps the most important predictor of 
a successful relationship, trust refers to the 
belief in the character, ability, strength, or 
truth of a party. The relationship between 
trust—which is widely considered an ante-
cedent of effective relationships—and the 
quality of a buyer-seller relationship is 
well known. Perhaps most importantly, the 
presence of trust promotes the sharing of  

EXHIBIT 3

Types of Supplier-Provided Preferential Treatment 

Supplier-Provided Direct Investment

   Capacity dedicated to the customer
   Personnel to work directly at the customer’s facilities
   Engineers to support the customer’s product design needs
   Investment in new equipment that benefits only the customer
   Exclusive use of new technology developed by the supplier
   Hold inventory to support the customer’s needs
   Provide direct financial support if needed 
   Create information technology systems unique to business with the customer

Supplier-Provided Favorable Treatment

   Shorter quoted lead times

   Preferential scheduling of orders

   Early insight into the supplier’s future product technology plans

   More favorable payment terms

   Performance improvement ideas

   More frequent deliveries

   Access to the supplier’s executive level personnel

   Access to supply market information the supplier may possess

   Better pricing

   First allocation of output if supplier capacity is constrained

   Early warning to potential supply problems

Supplier-Provided Innovation

   Product innovation
   Production process innovation
   Process innovation other than production processes

Satisfied suppliers are more willing to 
provide valuable kinds of preferential treatment 
to their preferred customers compared to less 
satisfied suppliers.
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information, which suppliers in both studies agree is a 
central component of an effective relationship. 

The statistical relationship between trust and sup-
plier satisfaction is one of the strongest relationships 
identified during this research. Across both supplier seg-
ments, a relatively strong correlation also exists between 
supplier satisfaction and the supplier’s level of trust that 
their customer will do the right thing during business 
dealings. The statistical link between supplier satisfac-
tion and various trust-based indicators is compelling. 
This topic is explored more thoroughly in the managerial 
implications section.

Satisfied suppliers are much more likely to view their 
relationship with their customer positively along a rela-
tionship continuum, perceive that the relationship has 
improved over the last three years, and expect the rela-
tionship to further improve.
Various models have been developed that provide logic 
to industrial relationships. Exhibit 4 presents the model 
of supply chain relationships used in this research.8 This 
model features supply chain relationships ranging from 
counter-productive to collaborative. Suppliers in both 
studies are consistent in their belief that a higher level of 
satisfaction with their customer correlates strongly with 
the cooperative and even collaborative relationships fea-
tured in Exhibit 4. And, those suppliers that indicate high-
er levels of satisfaction with their customer tend to agree 
that their relationship with that customer has improved 
over the last several years and will continue to improve. 

A direct statistical link exists between supplier sat-
isfaction and relationships that are cooperative and 
even collaborative. Research results from both studies 
reveal clearly that satisfied suppliers are more likely to 
be engaged in a cooperative or collaborative relationship 
with their customer. 

Suppliers agree strongly that it is critical for the cus-
tomer personnel they deal with to be knowledgeable 
about the supplier’s product, processes, business, and 
industry.
Almost every supplier in this research indicates that they 
have assigned an individual (such as an account manager) 

to be their primary contact with 
the customer. Furthermore, almost 
every supplier indicates that they 
are aware of a specific individual 
assigned by the customer who is 
responsible for managing the rela-
tionship. In both studies, over 90 
percent of suppliers agree it is “very 

important” that the personnel they deal with directly at 
their customer are knowledgeable about the specifics of 
the supplier’s product, processes, business, and industry. 
When tasking specific individuals with the responsibility 
for working with a supplier, it is not sufficient to simply 
assign an individual with that responsibility. In the eyes 
of suppliers that individual must also be highly qualified.

Managerial Implications: Call to Action
The findings presented here reveal a clear link between a 
customer’s behavior, the satisfaction level a supplier has 
with that customer, and a supplier’s willingness to pro-
vide preferential treatment that less satisfied suppliers 
are not willing to provide. The following builds on these 
findings by presenting a set of actions that will help a 
customer benefit from the kinds of preferential treat-
ment that satisfied suppliers potentially offer.

 Also called antagonistic
    relationships

 Parties work actively against
    the needs of each other

 Neither party takes
    responsibility for what
    happens in the relationship

 Destructive conflict occurs

Counter Productive

 Also called adversarial
    relationships

 Parties engage in competitive
    struggle over fixed value

 Parties attempt to maximize
    value for their side

 Minimal sharing of
    information occurs

Competitive

 Parties work together
    and share information

 Closer relationships are
    a result of common goals

 Supplier and customer
    involvement increases

Cooperative

 Congruence of goals exists

 Parties work together
    to create new business
    opportunities

 Parties work jointly to
    identify creative solutions
    to problems

 Sharing of organizational
    resources may occur

Collaborative

EXHIBIT 4

Supplier-Buyer Relationship Continuum

Suppliers agree strongly that customer  
personnel they deal with must be 
knowledgeable about the supplier’s product, 
processes, business, and industry.
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Understand How Suppliers Perceive You as a Customer
Given the effort required to obtain the data, it should 
come as no surprise that relatively few buying custom-
ers truly understand how their suppliers perceive them 
as a customer. Yet, how else will a buying company be 
able to improve its relationships and receive preferential 
treatment from suppliers if it does not know where it 
is doing well and where it is falling short? Gaining this 
insight requires a commitment from the highest levels 
of the supply organization to solicit supplier-provided 
feedback. How is your company actually viewed in the 
eyes of your suppliers, particularly when those suppliers 
are offered the opportunity to provide unfiltered, objec-
tive responses? Shortly after the completion of the sup-
plier satisfaction study, supply executives at Company B 
met to identify ways to incorporate the findings from the 
study into their strategic planning 
process. Objective feedback from 
suppliers influenced the strategic 
direction of the entire supply orga-
nization. 

Pursue Trust-Based Relationships
The importance of trust within a 
buyer-seller relationship is a theme 
that permeates our research findings. Industrial custom-
ers can demonstrate their trustworthiness through open 
and frequent communication with suppliers, following 
through on promises and commitments, sharing relevant 
supply chain information, and acting legally and ethical-
ly in all business dealings. The importance of ethics and 
protecting proprietary information within a trust-based 
relationship is also a common theme across the two sets 
of suppliers in this research.

Trust-based relationships also feature these char-
acteristics: the parties act on behalf of the relationship 
rather than self-interests; success stories and personal 
narratives are well publicized, especially those that 
enhance the standing of the other party; and information 
and data is treated confidentially. One outcome from 
a customer’s relationship efforts should be the pursuit 
of activities that promote frequent contact, particularly 
because communication frequency and the level of trust 
within a relationship are highly correlated.

Recognize the Importance of Knowledgeable Personnel 
and a Stable Workforce
As we mentioned earlier, over 90 percent of suppli-
ers agree it is “very important” that the personnel they 
deal with directly at their customer are knowledgeable. 
Although suppliers in both segments are in almost total 

agreement about this point, the two sets of suppliers dif-
fer widely in their perception about the knowledge of the 
personnel they deal with at their customer. Company 
A has a reputation for having inexperienced buyers and 
shifting supply personnel on a frequent basis, often as 
a response to employee turnover. Company B tends 
to have a more experienced and stable workforce. It is 
not too difficult to predict which company’s personnel 
receive higher scores from suppliers. 

Maintaining supply knowledge will be a challenge to 
supply organizations, for example, as the baby boomer 
generation exits the workforce. This exodus will require a 
set of talent management strategies that focus on acquir-
ing and then retaining personnel with the right set of 
capabilities, including knowledge about how to manage 
critical supply chain relationships. 

Avoid the Seven-Year Itch
A finding from both studies is that a large percentage 
of suppliers have an extended history of doing business 
with the customer. We’ve noted that the satisfaction 
suppliers have with their industrial customer (as well as 
many other study variables) tends to decline the longer 
the supplier has worked with that customer. The inflec-
tion point for this downward shift occurs around the sev-
en-year point of the relationship. This shift could be due 
to complacency between the parties, a “wearing down” 
of the relationship as years of continuous improvement 
demands begin to affect the relationship, a shifting of 
personnel within the relationship, or myriad other rea-
sons. The challenge becomes recognizing that this 
downward shift is a real possibility and then developing 
an action plan to reenergize the buyer-seller relationship.

Request Preferential Treatment
From this research we know that satisfied suppliers 
are willing to provide preferential treatment to their 
preferred customers. The challenge becomes one of 
understanding how to obtain that treatment. One way 
to address the subject of preferential treatment is during 
contract negotiations, particularly when crafting a sup-
plier’s statement of work. Another way is to address the 

An important finding across the two 
supplier segments is a willingness of satisfied 
suppliers to share innovation with their preferred 
customers. 
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topic during annual review meetings with suppliers— 
meetings that suppliers in both studies rate as extremely 
valuable. Suppliers also indicate a strong willingness to 
engage in various forms of executive-to-executive inter-
action, another logical place to engage in discussions 
about special treatment. Progressive companies will 
also have established buyer-supplier councils that fea-
ture executive-level engagement between the customer 
and its key suppliers. Each of these suggestions offers 
the opportunity to discuss the possibility of preferential 
treatment.

Tap into Supplier Innovation
An important finding across the two supplier segments 
is a willingness of satisfied suppliers to share innovation 
with their preferred customers. Fortunately, a variety 
of ways exist to tap into that innovation. These include 
early supplier involvement during product and technol-
ogy development, technology demonstration days where 
suppliers are encouraged to showcase their new ideas to 
engineers and supply personnel, and supplier participa-
tion on customer improvement teams. If innovation is 
the lifeblood of growth, then it becomes a competitive 
necessity to tap into sources of innovation wherever they 
exist. Tomorrow’s market winners will be expansive in 
their pursuit of new sources of innovation. 

Winning in a New Environment
Industrial buyers who pursue adversarial relationships 
with their most important suppliers will find today’s com-
petitive environment different than years past. Those 
companies that fail to develop positive relationships may 
find their suppliers allocating limited capacity to other 
firms, sharing their most innovative ideas with other cus-
tomers, or exiting an industry segment altogether. 

A commitment to stronger relationships and satisfied 
suppliers offers the potential to help meet the demands of 
a highly competitive marketplace. The challenge becomes 
one of satisfying, wherever possible, the central needs of a 
supply base so that suppliers view the buying company as 
a preferred customer. And, as our research shows, being 
the preferred customer offers advantages that are not as 
readily available to other customers—advantages that 
could lead to future competitive advantage.

The time is right for executive leaders to make the 

attainment of preferred customer status with suppliers 
a central corporate objective. In particular, two actions 
should happen right away. The first is to assemble an 
executive team to convey throughout an organization the 
intention of becoming a preferred customer to suppliers. 
Second, an initiative should commence to communicate 
this intention to the supply community with feedback 
requested. Solidifying a position as a preferred customer 
or pursuing that position in the first place can only occur 
when a buying company truly understands what suppli-
ers think about their customer. !!!

End notes

1  D. Welch and H. Tashiro, “Japan Takes New Bite Out of 
Detroit,” Business Week, July 24, 2006.

2  D. Michaels and K. Kranhold, “Engine Spat Could Slow 
Airbus,” The Wall Street Journal, July 10, 2007, sec. A, p. 10.

3  Some sources use the term “customer of choice” to describe 
preferred customers. The terms “customer of choice” and 
“preferred customer” are used interchangeably here.

4  The Supplier Satisfaction Survey is a proprietary tool devel-
oped by Robert J. Trent.

5  The survey includes questions pertaining to a supplier’s 
beliefs about a specific industrial customer across a number 
of areas, including the customer’s (1) importance to the sup-
plier, (2) comparison to an ideal customer, (3) performance 
feedback provided, (4) ethical and business conduct, (5) 
knowledge and skills of employees, (6) responsiveness to 
supplier concerns or questions, (7) specified quality and 
delivery performance requirements, (8) business-to-business 
relationship with the supplier, (9) quotation, negotiation, 
and contracting practices, (10) future business opportunities 
and payment terms; and (11) supply chain information shar-
ing and transaction efficiency.

6  See S. Jap and E. Anderson, “Testing a Life-Cycle Theory of 
Cooperative Interorganizational Relationships: Movement 
across Stages and Performance,” Management Science 53, 
no. 2 (February 2007): 260-275; G. Bell, R. Oppenheimer, 
and A. Bastien, “Trust Deterioration in an International 
Buyer-Supplier Relationship,” Journal of Business Ethics 36, 
no. ½ (March 2002): 65-78.

7  These 25 attributes or behaviors were identified through 
focus groups with suppliers and through other secondary 
research.

8  The scale used in the survey was 1 = Counter-Productive,  
3 = Competitive, 5 = Cooperative, 7 = Collaborative.
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