Tier | vs Tier Il Supplier Reporting

Understanding How Corporate Spending Is Tracked and Reported

Tier | and Tier |l reporting are mechanisms corporations use to measure and report
supplier diversity spending across their supply chains. Understanding this distinction
helps businesses position themselves correctly, either as direct vendors or
subcontractors.

Tier | Suppliers

Tier | suppliers contract directly with the corporation.

Characteristics:
e Prime contract holder

¢ Invoiced directly by the corporation

e Fully onboarded into procurement systems

e Counted directly toward diversity spend (if certified)
Best For:

e Established vendors
e Businesses with sufficient scale and insurance
e Firms ready for enterprise contracting

Tier Il Suppliers
Tier Il suppliers are subcontractors working under Tier | primes.

Characteristics:
e Do not contract directly with the corporation
e Spend is reported by the Tier | supplier
e Certifications still matter
e Often an entry point into corporate supply chains

Best For:
e Growing businesses
e Firms building past performance
e Vendors seeking enterprise exposure without prime-level risk

Why Tier Il Reporting Matters

Tier Il reporting is important because it often requires:
e Tier | suppliers to meet supplier diversity and ESG spend goals,
e it encourages primes to engage certified subcontractors,
e it tracks Tier Il (downstream) diversity spending as part of ESG and compliance
reporting, and



e creates real opportunities for qualified subcontractors.

Tier |l relationships are often the most realistic entry point for small and emerging
vendors seeking long-term corporate contracts to scale because many large
corporations rely heavily on Tier Il diversity participation to satisfy contract obligations.

Common Pitfalls and Mistakes

Businesses often misunderstand Tier Il participation, which can limit its strategic value if
not managed intentionally. Here’s some common errors we usually see:

Assuming Tier |l work is less valuable

Failing to document Tier |l participation properly
Not aligning certifications with buyer requirements
Treating Tier Il as permanent instead of strategic

Strategic Pathway: Moving from Tier Il — Tier |

Many successful corporate vendors have strategically entered the corporate market
through Tier Il roles, built performance history and expanded their scope and capacity,
then transitioned into larger Tier | contracts. Tier Il participation should be viewed as a
strategic phase, not an endpoint.

Understanding Tier | and Tier Il reporting helps businesses pursue corporate
opportunities that align with their current capacity while building toward long-term
growth.



