AMPLIFA PROCUREMENT GLOSSARY

Bid evaluation: systematically comparing and
assessing bids

Bid evaluation is the systematic review and assessment of bids received in response to price
enquiries, tenders or framework agreements. It ensures that bids are complete, comparable and
economically sound before an order is awarded. For technical buyers, it is a core phase of the
procurement process because price, quality and supplier risks become apparent at an early stage.
A structured bid evaluation lowers procurement costs and minimises later disputes in collaboration
with suppliers.

Key facts

« Bid evaluation comprises formal, technical, commercial and legal review steps immediately after the
bids are received.

« A structured evaluation scheme with weighted criteria makes bids comparable even when they cover
different scopes of services.

* Besides price, payment terms, delivery times, tooling costs and volume discounts are key evaluation
factors.

* In practice, price alone rarely decides; total cost of ownership is the yardstick.

« The consortium bids and declarations practice requires clear award guidelines to avoid follow-up
gueries and award errors.

» Bid evaluation results feed procurement KPIs and procurement controlling.

Definition: bid evaluation

Bid evaluation is the documented process by which a buyer reviews and assesses bids received for
completeness, feasibility and economic viability. It follows the price enquiry or tender and culminates in
the award decision. The core objective is a comprehensible, fair selection of the most economical
supplier taking all relevant criteria into account.

Distinction from bid assessment

Bid evaluation and bid assessment are often used synonymously; viewed precisely, evaluation is the
upstream step. Evaluation clarifies whether a bid is formally valid and substantively usable. The
assessment then compares the evaluated bids according to uniform standards and prepares the
decision.

Legal framework

In the public sector, binding award guidelines apply that demand transparency and equal treatment of all
bidders. In the private sector there is more scope, yet a documented consortium-bid and selection logic
is recommended to limit damages claims from unsuccessful bidders. Tax aspects such as a valid VAT ID
also form part of the due diligence check; the VAT ID check should be carried out before contract
conclusion. Details in individual cases must always be reviewed by specialist or legal experts.
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Bid evaluation process: from formalities to suitability

A proven process divides the evaluation into four stages: formalities, technical adequacy, commercial
assessment and supplier suitability. Each stage produces documentable results that later support the
award decision. This also allows follow-up queries to bidders to be derived in a structured manner.

Formal review

First it is clarified whether the bid was received on time, complete and signed. Does it contain all
required attachments, such as certificates, evidence of packaging law compliance (VerpackG) or
references to conflict minerals declarations for relevant materials? Gaps are communicated to the bidder
with a deadline for completion.

Technical review

The technical review clarifies whether the bid meets the specification, whether alternative proposals are
permissible and whether tolerances, materials and test methods are correctly described. For complex
parts, engineering and quality jointly review drawing revisions and inspection plans. Unclear points are
clarified in writing before evaluation, not interpreted silently.

Commercial review

Here prices, price scales, tooling, material surcharges and ancillary services are broken down and
checked for plausibility. Key components are the offered payment terms and the handover/delivery
clauses, as defined by Incoterms such as FAS. Offered discount models and each individual rebate are
checked for actual attainability and payment date.

Evaluation methods and award criteria

To make bids objectively comparable, buyers use evaluation schemes with weighted criteria. In practice,
typical weights are around 40 per cent price, 30 per cent quality and technology, 20 per cent logistics
and 10 per cent service — the actual values depend on the specific requirement.

Utility value analysis

In a utility value analysis, criteria such as quality, delivery time, flexibility and sustainability are weighted
and scored. This method is suitable for complex requirements where price alone does not indicate
economic viability. It produces documentable decisions that are also explainable to unsuccessful
bidders.

Total Cost of Ownership (TCO)

The TCO approach prices not only the unit price but also freight, tooling costs, minimum order
quantities, quality costs and administrative effort. This reveals when a seemingly cheap bid becomes
more expensive due to high logistics costs or poor parts per million (PPM) values. TCO assessments
are particularly meaningful for long framework agreements and international procurement — here
export processing and customs also play a relevant role.

Supplier suitability

Additionally, it must be assessed whether the bidder can operationally handle the business: capacity,
financial strength, certifications and previous performance. A supplier rating, for example from the
e-sourcing system, provides the baseline data here. Existing suppliers are assessed on the basis of
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historical delivery and quality data; new suppliers via references and audits.

Key KPIs in bid evaluation

The quality of bid evaluation can be measured. Central procurement KPIs show whether the process is
fast, complete and economical. These figures feed into ongoing procurement controlling and reveal
improvement potential.

Process KPIs

Key metrics are the quote response rate (share of enquiries with at least one bid), the utilisation of the
supplier pool and the lead time from enquiry to award. The rate of follow-up document submissions also
shows where the enquiry documents could be improved.

Result KPIs

Relevant are volumes saved against reference prices, the deviation between initial bid and final price,
and the forecast accuracy of the costs subsequently invoiced against the awarded bid. These figures
reveal whether the evaluation leads to realistic final prices.

Risks and controls in bid evaluation

Errors in bid evaluation have an impact over the entire contract term — from hidden costs to delivery
problems and compliance violations. Targeted controls and a clear escalation process significantly
reduce these risks.

Typical risks

Common pitfalls are non-comparable scopes of services, forgotten tooling and initial certification costs,
missing indexation clauses for long-running items and unclear payment terms. A capacity bottleneck
noticed too late or the bidder's weak retention quality can also jeopardise value creation. Compliance
risks arise when evidence on conflict minerals or declarations of origin is missing.

Controls and the four-eyes principle

A documented evaluation matrix, completeness checklists and the four-eyes principle for award
decisions are proven controls. Validating price inputs and matching the VAT ID check against registers
prevent poor economic decisions. A defined escalation process governs who decides in the event of
deviations or ambiguities.

Reporting channels and integrity

Internal reporting channels such as whistleblowing mechanisms protect against manipulation in the
award process. Clear internal rules, such as a binding procurement code of conduct and a preferred
supplier policy, create transparency and a preventive effect. This makes the seriousness of fair selection
culturally tangible.

Current developments: digitalisation, sustainability and compliance

Bid evaluation is changing due to digitalisation, stricter sustainability and supply chain requirements,
and more volatile procurement markets. Buyers must consolidate evaluated bid content faster and
increasingly incorporate sustainability-related data.
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Digital bid comparison tools

E-sourcing platforms support structured input, the automated bid matrix and sign-off-ready
documentation. Al-supported analyses help with plausibility checks and anomaly detection, but do not
replace expert evaluation. Automated enquiries significantly reduce lead times.

Sustainability and supply chain due diligence

For relevant raw materials and traded goods, evidence of origin and processing moves into focus, for
example in the context of the EUDR in procurement regarding deforestation-free supply chains or in the
case of conflict minerals. Bids must increasingly contain declarations on human rights, environmental
standards and packaging requirements under the VerpackG. Missing evidence is now a ground for
exclusion, no longer merely a late submission.

Supplier development after the award

Bid evaluation does not end with the signature: findings about the selected supplier's weaknesses feed
into targeted supplier development. In this way, evaluation results become concrete improvement
measures for quality, logistics and costs. In return, the utilisation of optimal procurement prices
increases in subsequent procurement activities.

Typical metrics

Quote response rate: > 80%
share of price enquiries with at least one valid bid

Lead time from enquiry to award: 2—-6 weeks
depending on complexity and number of line items

Savings against reference price: typically 3—-10%
for new tenders with sufficient bidders

Bid completeness rate: > 95%
share of evaluable bids without follow-up requests

Practical example

A medium-sized mechanical engineering company newly awards a bill of materials volume of six
assemblies with around 40 line items. Due to different scopes of services and payment models, the five
bids received were barely comparable in a raw comparison. The buyer therefore carried out a weighted
utility value analysis with a TCO extension and obtained written clarifications in advance on tooling
costs, minimum order quantities and payment terms.

» Uniform bid matrix with mandatory fields for all bidders

* TCO calculation including freight, tooling amortisation and expected quality costs
» Written pre-award clarifications to avoid silent interpretations

» Documented award decision with sign-off by engineering and management

Conclusion

Bid evaluation is the pivotal point between the procurement enquiry and the binding award. It transforms
heterogeneous bids into a sound basis for decision-making and ensures that price, quality, delivery
capability and compliance are assessed together. Those who work with clear criteria, documented
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processes and suitable KPIs avoid costly misjudgements and dependencies. At the same time, the
quality of preparation for future price enquiries improves because insights flow back systematically. Bid
evaluation is therefore not a formality but a genuine lever for competitiveness and cost control.

Frequently asked questions

What does bid evaluation involve?

Bid evaluation comprises the formal check for completeness and deadlines, the technical review against
the specification, the commercial review of prices, payment terms and incidental costs, and the
assessment of supplier suitability. All steps are documented and feed into a weighted overall evaluation.

How do you evaluate bids objectively?

A proven approach is a weighted scoring scheme, such as a utility value analysis with criteria such as
price, quality, delivery time and service. In addition, a total cost of ownership assessment should be
carried out so that hidden costs become visible. It is important to define the criteria and weights before
the bids are opened.

Which KPIs are relevant in bid evaluation?

Typical KPIs are the quote response rate, the lead time from enquiry to award, the savings achieved
against reference prices and the deviation between initial and final price. These figures feed into
procurement controlling and reveal improvement potential in the process.

What is the difference between bid evaluation and bid comparison?

Bid evaluation determines whether a bid is formally valid, complete and technically viable. The bid
comparison then ranks the evaluated bids according to uniform criteria and prepares the award
decision. Both steps build on each other and should be documented.

Does bid evaluation have to be documented?

In public procurement, a documented award decision is mandatory; in the private sector it is strongly
recommended. Clean documentation protects you against queries from unsuccessful bidders, during
internal audits and in the context of compliance requirements. The insights are also valuable for future
tenders.

What role do payment terms play in bid evaluation?

Payment terms significantly affect liquidity and the effective price: early payment discounts, payment
deadlines and payment modalities are normally converted into the comparison price using capital cost
rates. A bid with longer payment terms can therefore be economically more attractive than a nominally
cheaper one. However, extreme terms should be checked for plausibility and supplier financing.
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