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Introduction
Technology capabilities are advancing at an
accelerating pace, therefore selecting the best
technology vendor for your organization is
mission critical and best tackled with a rigorous
process. The relationship you form with your
technology provider may extend into a longterm business partnership. So, thoughtful
selection is key to identifying the partner best
suited to your organization and your specific
needs. Balanced Growth Consulting outlines 10
best practices to be applied and scaled based
upon the criticality of the solution being
selected.

10 Best Practices for a Successful Vendor Selection
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.

Build a Cross-functional Selection Team
Design the Future State
Document Business Requirements
Establish Evaluation Criteria and Scorecard System
Research Vendors and Pre-qualify Candidates
Develop the Vendor Evaluation Kit
Request Proposals and Evaluate Responses
Conduct Advanced Due Diligence of Finalists
Select the Leading Vendor Candidate
Set up for Successful Contract Negotiations

1: Build a Cross-functional Selection Team
The foundation to a successful process begins with getting the right people involved from the beginning. The
vendor selection team should be comprised of key stakeholders from each relevant functional area to
achieve a balance between business and technical
resources. On the business end, it is critical to have a
blend of leaders, business users, and subject matter
experts. End users should be involved from the start as
this not only ensures customer needs are properly met,
but it also helps to set the stage for buy-in and adoption
later in the process. Forward-thinking leadership team
members are often key contributors necessary for ‘out
of the box’ thinking and envisioning how new tools can
improve the way you do business. Balance this with the
needed individuals from your IT team to ensure the
vendor candidates, and ultimately the final vendor of
choice, will be a good fit from a technical standpoint.

The foundation to a
successful vendor
selection process
begins with getting
the right people
involved
from the beginning

2: Design the Future State
Future state design is a critical step in the early stages of the process.
Ideally, the future state is viewed holistically to envision efficient
processes, informed by information, enabled by technological
capabilities, and supported by an effective organizational design. This
allows for the required capabilities to be designed in context of the
future vision rather than automating the current state. It also clarifies
the role a vendor solution plays in filling the big picture vision.
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3: Document Business Requirements
With the team established and the future state in mind, the
next step is to document the requirements of the product or
service. Generally speaking, your requirements should consist of
a list of high-level business and technical requirements. Often
times, collaborative working sessions with experts are necessary
to help define these requirements. This is especially true when
seeking technologies that are new to the organization or when
the end goal is to transform current business processing into
Guiding Principles to
a newly envisioned future state. The vendor selection team
should try to collect as much information as possible,
Defining Requirements
interview stakeholders and users, review existing materials
• Design with the customer in mind
such as reports and statistics, and gather technical
• Design for the future; do not
information including standards and descriptions of the
automate current processes
technical environment. The final requirements should be
• Prioritize your requirements
published in an organized document so that the selected
• Use clear, simple, and concise
vendor’s responses can eventually become part of the
language; avoid “jargon”
contract.

4: Establish Evaluation Criteria and Scorecard System
In order to ensure a balanced and methodical approach to assessing how well each vendor meets your
needs, you should determine the mission critical items that must be met for you to select a vendor. What is
most important to you? The first set of criteria should be
defined as ‘Knockout Criteria’ (e.g., price, key capabilities,
technical compatibility). These are used to narrow the
universe of possibilities to a smaller group. Additional
evaluation criteria represent a holistic view of what comprises
a successful solution for you.
After the criteria
are set, ask how do
you plan to assess
each vendor against these criteria? This can be achieved through a
rating or ranking scale where you score vendors on each of the
criteria, allowing you to do a comparison to determine how the
vendors stack up against one another.

5: Research Vendors and Pre-qualify Candidates

Examples of Evaluation Criteria
•
•
•
•
•
•
•
•
•
•
•

Knock-out Criteria
Business Reliability
Business Capabilities
Technical Capabilities
Implementation Track Record
Project Team
Project Estimate – Cost & Timeline
Experience and Reputation
Service Quality and Support
Scalability and Flexibility
Continuous Innovation

Determining which vendors to target begins with asking colleagues
and peers about successful vendors and doing research. Scan the
market for possible vendors that could match your requirements.
Sometimes this can be easy, in cases when the players in the
market are well-known. In other instances, this might be more
difficult. For such cases, specialized market research companies can be a good resource, or alternatively, look
for an independent consultant, which has done similar vendor selections. Look to reliable sources of
information in your sector for leading vendors in the space, determine what other organizations like yourself
are using for the same purpose, and have conversations with your key industry connections to be sure you
have cast a wide enough net.
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Pre-qualification calls to vendors are recommended to
introduce your project, discuss requirements, and ensure a
shared understanding of the potential project. Out of these
companies, the team can further narrow down the list to the
companies which will receive the invitation to your
evaluation process. It is important to narrow the list to the
most viable and motivated candidates to make productive
use of everyone’s time. The proposal request should be sent
to the candidates that have been effectively pre-screened.

6: Develop the Vendor Evaluation Kit
The next step is to develop a Vendor Evaluation Kit – this may be a formal Request for Proposal (RFP) based
upon the criticality of the selected solution. The good news is that the evaluation criteria that have been
already defined can essentially serve as the Table of Contents for the Kit. In other words, all information
requested should align with the decision-making criteria. The request should contain these elements:
•
•
•

Introduction and Executive Summary
Questions and requests for each evaluation criterion
Instructions to the vendor: mandatory structure of the
proposal that will be submitted to you, proposal
language, contact for questions, deadlines, etc.
• Numbered list of requirements
• Necessary terms and conditions. For example, it should
be noted that the vendors responses to the
requirements should become part of the final contract
with the selected vendor.
Because the RFP follows the evaluation criteria, the candidates can organize their response in a way that lines
up with your chosen methodology for evaluation. It is incumbent on your organization to review each
response that is returned. Therefore, the RFP request should include what is required to make a decision.

All information
requested should
align with the
decision-making

criteria

7: Request Proposals and Evaluate Responses
Once you have your RFP ready and a short list of potential vendors, it’s time to provide your RFP for their
consideration. Vendors who choose to move forward and participate in your RFP process will need adequate
time to prepare their detailed response (this typically takes at least 3 weeks). Additional meetings or calls to
dive deeper into their understanding of your business needs, specific requirements, budget constraints and
other items are encouraged. When you have requested a presentation and demonstration to showcase the
capabilities of their solution, the entire vendor selection team should be in attendance. Demonstrations are a
valuable way to get more information and also evaluate intangible aspects of a vendor.
When the time comes to evaluate the responses, this is when
your preparations on the front end will pay off. Before reviewing
and evaluating the responses of the vendors, you should have
already developed an agreed-upon evaluation criteria and
scorecard tool. By weighting each of the criteria and evaluating
each vendor response against these criteria, you will get a total
score per vendor. The purpose of this step is to get an evaluation
based on objective criteria.
Once you have analyzed the vendor responses, you will likely have narrowed down to the finalists.
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8: Conduct Advanced Due Diligence of Finalists
Focusing time and scaling effort on the most viable potential vendors is important for decision-making.
Sometimes a clear leader emerges and other times the choice can be more difficult. In all cases, advanced due
diligence techniques will help identity the best fit and to make sure that that company is fully vetted.
Examples of potential steps include:
• Deep dive functional discussions
• Technical discovery meetings
• Site visit
Once you have selected the finalists, it is the time to revisit any
outstanding topics, request customized or more detailed demos,
and involve specific experts in deep dive discussions. The due
diligence done at this stage, prior to selecting a final vendor
partner, will help increase the chance of success downstream.

9: Select the Leading Vendor Candidate
A successful selection process aims to bring you to this stage where you have chosen a leading proposal and a
candidate that will best suit your business needs. If you have not already completed reference checking, this a
good, final due diligence step. Ideally, you will want to visit
and/or speak with 3-5 current customers who have a
similar business need or are in your same industry.
Reference checks can uncover important information that
may either raise red flags of concerns to be addressed or
reveal advice on how to best approach a partnership with
the selected vendor. As a note, the Reference Checks may
be done earlier as part of Advanced Due Diligence.

Reference checks
can uncover
important
information

10: Set up for Successful Contract Negotiations
Once you have selected the leading vendor, the last step is to negotiate the contract. The selection process
cannot be considered complete until contract negotiations are conducted. Depending on the complexity,
duration, and cost of the deal, contract negotiations can be challenging. Best practices on Contract
Negotiations warrant an additional white paper. In the context of this article, a few of the best practices are
noted to help you set up for successful negotiations:
•

•

Identify the lead negotiator from your team. The right
leader is willing to stand firmly on behalf of your
organization and be willing to walk away from an
unfavorable deal, if necessary. This leader must also be
open to understanding the vendor’s perspective to
ultimately construct a win-win deal.
Focus on salient business terms first. This step includes
identifying a clear set of objectives, scope, deliverables,
timeframes, and budgets for the project with the vendor.
These should be discussed early and clearly written in the terms of the contract.
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•
•
•

The various risks and liabilities associated with the contract need to be examined thoroughly to make
sure that the appropriate protections are in place in the event of delays or overruns including the
remedies in the event of a project failure.
Some of the most salient risks can be mitigated by incorporating early proof points into the plan.
Payments can be arranged to correspond with these proof points and ultimately with the successful
production delivery of the software.
It is recommended to have high-level alignment on the important business terms as an input to the
detailed legal review. This should enable the legal review process to be completed more efficiently.

A successful contract negotiation means that both parties will search for positives that will be mutually
beneficial while achieving a fair and equitable deal.

Conclusion:
The success of your selection depends on a thorough and well-executed process that is customized to your
needs and timeframe. The investments you make in this effort, will be well worth it when you achieve the
goal of selecting a long-term partner that will best suit your needs.
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