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Section Four: Supply chain responsibility
A commitment to collaboration

IBM runs one of the world’s largest and most 
complex supply chains — with more than 
30,000 supplier locations spread over more 
than 60 countries. 

We know that our sizeable purchasing power is a unique resource we must 
manage responsibly. We also know that our strong supplier relationships 
provide us with the opportunity to work with our providers to define standards — 
ethical, social and environmental — in the global IT supply chain. We believe 
that the work we do together can improve operational excellence, working 
conditions, and environmental standards — resulting in higher quality goods and 
services for our customers.
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SUPPLY CHAIN RESPONSIBILITY

36% / 37%Health and Safety  27%

23% / 32%Working Hours  45%

14% / 31%Wages and Benefits  55%

28% / 0%Communications  72%

1% / 0%Freedom of Association  99%

0% / 0%Ethical Dealings  100%

27% / 4%Respect and Dignity  69%

14% / 8%Record Keeping  78%

10% / 1%Nondiscrimination  89%

10% / 1%Child Labor & Regulations 89%

6% / 3%Environmental  91%

Forced Labor & Regulations 93% 4% / 3%

Compliant to IBM code

Noncompliant (Major)
Noncompliant (Minor)

The graph reflects cumulative findings of assessments, including suppliers of both manufactured products, software and  
services in Argentina*, Brazil, China, Czech Republic, Hungary, India, Malaysia*, Mexico, the Philippines, Poland, Romania, 
Slovakia, Taiwan, Thailand and Vietnam*.

 *New in 2008

key Performance Indicator

Supplier Initial  
Audit Results
2004–2008

Since 2004 we have conducted more than 
550 audits with suppliers in 15 growth 
markets. Audits were conducted by third- 
party firms with local personnel.

Supplier Spending
$38.5  Billion Total in 2008

 On the Web
For more information on our supply chain 
initiatives, visit us online at ibm.com/
responsibility/supplychain 

Logistics
3% $1.0 

Latin America
6% $2.4

Production
30% $11.4

Asia Pacific
30% $11.4

North America
39% $14.9

Services and 
General
68% $26.1 Europe,  

Middle East, Africa
25% $9.8

2008 by IBM Location
Dollars in Billions

2008 by category
Dollars in Billions
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During 2008, IBM continued to implement its Supply Chain Social Responsibility 
(SCSR) initiative across its global network of suppliers. By the end of 2008, we 
had completed a cumulative total of 553 initial audits; including expansion into 
three additional growth market countries (36 initial audits): Argentina, Malaysia 
and Vietnam. In 2008, we conducted 136 initial and re-audits, exceeding our 
target of 100. As described, our SCSR deployment is with firms IBM holds a 
direct commercial relationship with, called first-tier suppliers. In order to 
further the coverage of our initiative, in 2009 we are working to engage 
first-tier suppliers to enable them to expand SCSR activity into the second-tier 
of the IBM supply chain.
 IBM’s SCSR initiative includes working with suppliers to develop 
improvement plans that are based on the findings of our audits. IBM works 
collaboratively with its suppliers on these improvement plans to offer 
commentary based on our extensive knowledge of best practices witnessed in 
the performance of over 500 assessments. Often there is a period of exchange 
until we reach agreement on an appropriate improvement plan. The timeframe 
for improvements can range from a matter of days (for easily rectified 
noncompliance such as installing exit signs or distributing of IBM’s code of 
conduct to workers) to several months or longer (for more complex  
non-compliances such as the establish ment of proper management systems).  
In 2008, we reviewed 169 of these supplier improvement plans with suppliers 
that were audited in 2007 and 2008.
 To test the effectiveness of these improvement plans, IBM performs re-audits 
on a planned frequency after plan establishment. The results of our re-audits 
generally show improvements by the supplier. On the other hand, we have also 
seen that some suppliers in growth markets have not always been able to sustain 
improvements in certain areas such as working hours and health and safety.
 Often the root cause for unsustained improvements by those suppliers in 
growth markets can be attributed to the suppliers’ lack of strong management 
systems. This is a conclusion that has become clearer to firms participating in 
the industry group, the Electronic Industry Citizen ship Coalition (EICC). The 
EICC, of which IBM is a key member, is working on means to help suppliers 
who continue to need improvement with health and safety and working hour 
compliance. The EICC is also working to deploy Web-based education for its 
members and suppliers and is encouraging suppliers to take advantage of 
third-party educational resources in their local countries. 
 In the fourth quarter of 2008, IBM took a significant step by moving the 
SCSR initiative forward into exploratory work in some new regions that IBM is 
considering for future sourcing. One such example is Sub-Saharan Africa  
(SSA). By including SCSR in the SSA analysis, we introduced potential suppliers 
to IBM’s supplier code of conduct.

A commitment to  
continuous Improvement

Energy and climate Programs in the 
Supply chain: In 2008, we undertook two 
specific initiatives relative to climate change: 

1.  As a member of the Electronics Industry 
Citizenship Coalition, IBM is participating 
in the development of a Web-based 
application that companies in the 
electronics sector can use, along with 
their suppliers, to estimate their 
operational greenhouse gas (GHG) 
emissions as a forerunner to creating 
reduction programs.

2.  As a participant in the Carbon Disclosure 
Project’s Supply Chain Project, IBM 
invited 114 of its major suppliers  
to respond to the Carbon Disclosure 
Project’s Question naire. These 114 
suppliers represent 80% of IBM’s 
expenditures with production-related 
suppliers and 30% of spend with services 
and general procurement suppliers.

Of the 114 suppliers to whom we sent the 
request, 72 suppliers responded to the 
CDP Questionnaire. This 63% response 
rate is relatively high compared to that 
received by other participating companies 
in the CDP Supply Chain Project. IBM 
participated in this endeavor because we 
want to work with our critical suppliers to 
gain an under standing of their operational 
impacts and assess where these suppliers 
are with regard to having a GHG emissions 
inventory and reduction plans. Survey 
responses showed that about one-third of 
production suppliers had reduction plans, 
and about one-half of non-production 
suppliers had plans. This is an encouraging 
sign, but these numbers highlight the 
infancy of this initiative in the supply chain. 
In 2009, IBM is again participating in this 
CDP program and further collaborating 
with our core suppliers—both those who 
did and did not respond—in order to 
encourage their work to understand  
and reduce their GHG emissions from  
their operations.
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 As part of this effort, we conducted audits in SSA countries with certain 
potential future suppliers. The results of the audits are being shared with these 
suppliers in order to provide them with clarity about areas in which they need 
to improve. This marks the first region in which we have enacted this activity in 
the pre-sourcing stage. It gives Procurement visibility to the challenges relating 
to social responsibility — input that will be incor porated into the sourcing 
decision process as IBM looks to develop a supply chain in this growth region.

In 2008, IBM continued its strong involvement in the EICC. It currently holds 
the Chair of the Board position and it has participated in work groups such as 
Communi cations/Stakeholder engagement, Extractives, and the Validated Audit 
Process. In early 2009, the EICC released its first annual report, which describes 
the coalition, its history, current projects and recent accomplishments.
 An example of the EICC deliverables IBM uses is the EICC Self-Assessment 
Questionnaire (SAQ). Not only is IBM a supplier to our customers but we 
also supply other companies in the electronics supply chain. During 2008, IBM 
completed the corporate portion of the EICC SAQ. In late 2008, we created 
a plan to have IBM manufacturing locations implement the SAQ in support of 
our endorsement of the EICC code of conduct. 
 IBM is not only extending SCSR to its suppliers but also including itself in 
this initiative; this will help us become a better customer in the supply chain 
and will help put us in a better position to consult our suppliers on how they 
too can improve in the mutual objective to drive sustained improvements.
 In 2009, IBM is transitioning from its own code to using the EICC code of 
conduct and its associated audit questions and Validated Audit Process. We will 
use the EICC audit process for future assessments of manufacturing/production 
suppliers. The EICC Validated Audit Process is very rigorous and well suited 
for larger manufacturing suppliers. In addition, by converting to this format,  
we will further support the EICC’s objective of eliminating redundant audits in 
the supply chain and increasing the sharing of audit results across multiple 
customers (within the established procedures of the EICC).

collaboration through  
the Electronic Industry  
citizenship coalition

SUPPLY CHAIN RESPONSIBILITY

 On the Web
IBM Sustainable Procurement offering: 
In first quarter 2009, IBM announced a 
new consulting service that helps clients 
look across a company’s procurement 
departments to determine how to make 
them more efficient. The service also looks 
at the company’s suppliers to assess  
their environmental and social responsibility 
programs and performance. For more 
information, visit ibm.com/press/us/
en/pressrelease/27174.wss

 On the Web
For more information on the EICC,  
visit eicc.info
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IBM’s supply chain diversity program is grounded in a mission to ensure that 
those groups who have traditionally been left out of the economic mainstream 
are given access to IBM’s procurement process if they have a product/service 
which adds value to our supply chain. Our program is global, and we work with 
businesses owned by diverse groups all over the world. In the U.S. this includes 
women, blacks, Native Americans, GLBT and people with disabilities. In addition, 
we take local (country) context into account, and adapt our definition of 
“diverse” to be appropriate to the local cultural experience, such as including 
suppliers from the bottom of the caste system in India.
 In 2008, IBM spent $1.5 billion inside the U.S. and $745 million inter-
nationally with first-tier diverse suppliers. First-tier is defined as suppliers with 
whom IBM spends directly (not through other companies).
 IBM is a founding member of the National Minority Supplier Development 
Council (NMSDC) and we participate in their International Programs 
Advisory Committee. Through this and NMSDC sister organizations, we are 
working to expand supplier diversity practice in growth markets. Also we  
are a founding member of the Women’s Business Enterprise National Council 
and participate in their international programs. IBM is also actively engaged 
with the Minority Supplier Diversity China, an organization working with  
the Chinese government to open up economic opportunity to the country’s  
55 ethnic minority groups. In 2008 formal recognition of the aboriginal 
population by the Australian government was granted and an organization called 
the Australian Indigenous Minority Supplier Council (AIMSC) was created — 
a direct result of a mission by the NMSDC, which included IBM. Our company 
has been working with diverse aboriginal suppliers since 2006.
 Supplier diversity is just one aspect of IBM’s multipronged approach to 
facilitating access to the economic mainstream. We work with our internal 
employees, our marketing and community investment teams, and the Integrated 
Supply Chain so that the IBM approach to creating opportunity is always in 
sync with the industry.

Supply chain Diversity
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Commentary: Furthering our commitment 
to the communities in which we operate, 
we believe it is important to provide 
opportunities for in-country diverse owned 
businesses. It is also a priority for us to 
promote both certified U.S.-owned as well  
as non-U.S.-owned diverse businesses to 
participate in the supply chain process 
worldwide. 

key Performance Indicator

Supplier Diversity
2008 Total U.S. Spending
Dollars in Billions

2008 Diverse U.S. Spending
Dollars in Billions

2008 Diverse non-U.S. Spending
Dollars in Millions

Projected Actual

$12.0

$1.3

$560

$12.5

$1.5

$745

Supplier diversity: In addition to those 
already cited, IBM has established relation-  
ships with a number of other organi zations 
around the world that focus on supplier 
diversity programs for minority- and women- 
owned businesses. These organizations 
include, but are not limited to:

 ›  Australian Indigenous Minority Supply 
Council (AIMSC)

 ›  Canadian, Aboriginal and Minority 
Supplier Council (CAMSC)

 ›  Minority Supplier Diversity United 
Kingdom (MSDUK)

 ›  Minority Supplier Development China
 ›  Women’s Business Enterprise National 

Council (WBENC)
 ›  The U.S. National Gay and Lesbian 

Chamber of Commerce (NGLCC)
 ›  International Gay and Lesbian Chamber 

of Commerce


