
PROCUREMENT GLOSSARY

Best and Final Offer (BAFO): Final
offers as the concluding element of
award-ready procurement
processes
Best and Final Offer (BAFO) denotes the final negotiation stage of a procurement or award

process, in which selected bidders submit their offers in a final version. The BAFO round

typically follows a request for proposal, a bid evaluation and a negotiation, usually involving

only the best candidates. The term thereby creates transparency that, from this point on, no

further negotiation steps will follow.
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Key facts at a glance

01 BAFO is the final round of offers in which selected bidders submit their definitive offer

without any subsequent negotiation.

02 The process reduces negotiation effort and creates fair, comparable conditions of

competition for the remaining bidders.

03 In practice, BAFO is frequently used for higher-value awards, complex scopes of work

or multiple qualified bidders.

04 Prerequisites are a clear evaluation plan, documented selection criteria and uniform bid

templates.

05 BAFO can be combined with electronic instruments such as e-auction preparation or

structured negotiation phases.

06 From a legal perspective: the acceptance of the BAFO should be documented in a

binding and unambiguous manner; the specific design must be reviewed on a

case-by-case basis.
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Definition: Best and Final Offer (BAFO)

Best and Final Offer (BAFO) is a procedural step in the procurement process in which a buyer requests

a final, binding offer from selected bidders. This final round usually follows preliminary requests,

renegotiations or a preliminary bid evaluation. Once the BAFOs have been received, the best offer is

intended to lead directly to the award decision.

Distinguishing it from the classic RFQ

In a classic request for quotation there are multiple rounds: request, clarification, renegotiation, possibly

a second revision. BAFO consolidates these steps: the buyer signals that only one last, best offer is

expected. This also distinguishes BAFO from open auction formats in which bidders can actively outbid

each other multiple times. It is a single, closed step with a clear deadline and a uniform template.

Related instruments in the award process

BAFO sits within a spectrum of negotiation formats: from the simple price request, through negotiation

phases, to the electronic auction. Those conducting e-auction preparation often make a deliberate

choice between auction and BAFO, depending on whether price or total value takes priority.

Cross-functional sourcing and a well-thought-out sourcing strategy also influence whether and when a

BAFO round makes sense.

Origin of the term

The term originates from Anglo-American award and contract practice, particularly large-scale

procurement by public authorities and corporations. There, BAFO is frequently used in property

awards, IT projects and service contracts. In DACH industry, the abbreviation has become established,

even if legally the terms final offer, concluding offer or last invitation stage are more commonly used.

Methods and approach: the sequence of a BAFO round

A BAFO round follows a structured sequence running from the shortlist to the award decision. Without

clear rules, the process loses credibility. Buyers should design the process in writing, fairly and in a

comprehensible manner.

Shortlist and invitation of qualified bidders

Before the BAFO round come a bid evaluation, where applicable a bottleneck analysis of supply

bottlenecks, and a rigorous review of the technical bids. Only bidders who meet the defined criteria are

invited to the final round. This pre-reduction increases the attractiveness of the BAFO round for all

participants, because participants can expect a realistic chance of winning. The invitation should

transparently state the deadline, template format and evaluation methodology.

Bid templates and comparability

Comparability is key: all bidders receive identical templates, in particular standardised unit and
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currency master data, to avoid calculation and conversion errors. The scope of work should be

precisely described, including lot structuring for diversified scopes. Match-and-merge rules and a data

catalogue help when analysing large volumes of bids. Furthermore, Incoterms CIF or other delivery

clauses can be agreed in advance so that the prices quoted are genuinely comparable.

Evaluation and award decision

Once the BAFOs have been received, a team from purchasing, the functional department, quality and,

where applicable, finance evaluates the bids against criteria defined in advance, such as price,

technology, delivery reliability, sustainability and service. The decision should be documented, including

the scoring matrix and the minutes of clarifying questions. The award is confirmed in writing; legal risks

such as the product liability clause or Limitation of Liability should be reviewed and recorded once

more during contract negotiations.

Key KPIs for BAFO processes

As with any procurement process, BAFO processes can be assessed using measurable metrics. These

help to evaluate both the process itself and the outcome objectively.

Savings rate and price pressure

The savings rate measures the difference between the starting price (before BAFO) and the final award

price. In practice, savings from structured BAFO processes typically lie in the low to mid single-digit

percentage range, highly dependent on competition, material type and market conditions. It is

important to make a clean distinction between one-off effects and lasting prices. A comparison across

several projects provides a realistic order of magnitude.

Bid rate and process duration

The bid rate describes the proportion of invited bidders who actually submit a BAFO. A high rate

signals acceptance and fair procedures; a low rate often indicates unclear documentation, unrealistic

deadlines or poor prospects. The process duration from invitation to award should be measurable and

kept short. Modern documentation and automation tools can noticeably shorten the duration in

practice.

Supplier and quality metrics after award

The success of a BAFO decision only becomes apparent during the delivery phase. Indicators such as

delivery reliability, material release lead time, the complaint rate and the liquidity impact of payment

terms (cash flow effect of payment terms) form part of the downstream evaluation. Logistics metrics,

such as compliance with ASN (delivery notification) processing and dock appointment time slots, also

indicate the operational suitability of the selected supplier.
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Risks and controls in the BAFO process

BAFO processes appear efficient but carry tangible risks if they run in an unstructured manner. Buyers

should be aware of typical weaknesses and control them in a targeted way.

Fair procedures and transparency

A common risk is the subjective pre-selection of participants. If the shortlist is not documented, bidders

may wonder whether they ever had a realistic chance. This can diminish the future of the market and

restrict the selection later. Control measures include: written selection criteria, minuted meetings,

uniform correspondence and the clear announcement that there will be only one final round. This

strengthens acceptance and reduces later queries.

Supplier risks and market price dynamics

When price is the central focus, the winner may be a supplier who cuts its margins so far that execution

is jeopardised. This increases the risk of additional costs, delays or quality problems. Controls include:

checking capacities in addition to price (capacity planning), assessing the stability of raw material

prices, agreeing a commodity index linkage for future price adjustments where applicable, and

considering references and quality track record. A risk heatmap can make internal and external risks

visible.

Contractual safeguards

It is important that the BAFO offer text actually has contractual effect. This includes binding prices with

a validity period, clear Incoterms, where applicable an agreed product liability clause and a Limitation

of Liability. Tax and legal aspects, such as the classification as a binding offer or the question of VAT,

should be legally reviewed on a case-by-case basis. Not all BAFO statements automatically have

contractual effect.

Current developments: BAFO in the digital procurement
environment

Digitalisation is also changing BAFO practice. Electronic platforms, structured data and greater

transparency in the supply chain are shifting the ground rules.

Electronic auctions vs. BAFO

Electronic auctions allow multiple bidding rounds in real time and are suitable when price is the

dominant factor. BAFO is better suited when quality, technology and partnership play a greater role. In

practice, both instruments are combined: an auction filters by price, after which the best bidder submits

a BAFO for the overall package. The choice should form part of the sourcing strategy and be decided

systematically during e-auction preparation.
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Sustainability and regulatory requirements

Sustainability criteria are also coming more into focus in BAFO processes. The Corporate Sustainability

Due Diligence Directive (CSDDD) requires large companies to exercise heightened diligence in the

supply chain. As a result, ecological and social criteria enter the evaluation of final bids. Even if smaller

companies do not fall directly within scope, customer requirements often cascade down the supply

chain. BAFO templates should therefore include fields for certificates, emissions data and occupational

health and safety concepts.

Data quality and standardisation

Without clean master data, many award steps fail: quantities, units, currencies and scopes of work

must be described uniformly. Helpful building blocks include unit and currency master data, a

well-maintained data catalogue and clear match-and-merge rules for bid evaluation. Reducing the

complexity of the item range before the award also improves comparability. Modern procurement

platforms support these steps, with the focus on data standardisation and cleanliness.

Integration into the overarching procurement process

BAFO is not an isolated instrument but part of an end-to-end concept, from demand identification to

order fulfilment. Its value arises from the interlinking with other methods.

Link to sourcing and supplier acquisition

The sourcing strategy determines for which product categories and magnitudes BAFO makes sense at

all. Supplier acquisition provides the basis of potential bidders and verifies their suitability in advance.

Only then is the shortlist for the BAFO round formed. This preparatory work reduces the likelihood that

bidders without a realistic chance will be invited to the final round – and makes the process more

efficient for all parties.

Link to operational processes after award

The BAFO conclusion results in a purchase order, which is fed into the operational procurement

processes. There, factors include Economic Order Quantity (EOQ), dynamic safety stock, lot sizing,

ASN delivery notification processing and dock appointments. Metrics such as Days Sales Outstanding

(DSO) on the supplier side or the cash flow effect of payment terms also influence the overall

evaluation of a deal. Bridging the gap between the BAFO result and daily operations requires binding

agreements on delivery, quality and communication.

Continuous improvement and procurement optimisation

After every BAFO process, a brief review is worthwhile: what worked, what did not? Results are

compared with previous projects, patterns identified and fed back into procurement optimisation.

Feedback from bidders – where appropriate – also helps to improve the process. This creates a

learning loop that makes BAFO processes more effective, faster and more reliable over time.
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Typical metrics

Metric Typical value

Savings rate of BAFO round typically 2–8 % versus the starting price

Rule-of-thumb figure, highly dependent on the competitive situation

and product category.

Bid rate > 80 % of invited bidders

A high rate signals fair ground rules and realistic chances of success.

BAFO phase process duration typically 2–4 weeks

Short deadlines increase focus but must not constitute an

unreasonable barrier.

Delivery reliability after award > 95 % over the first twelve months

Checks whether the BAFO commitment is actually upheld

operationally.

Practical example

A medium-sized mechanical engineering company in southern Germany wanted to re-tender the

procurement of precision sheet metal parts. After a pre-qualification phase with six qualified bidders,

four were invited to the BAFO round. The templates contained standardised quantities, lot sizes and

Incoterms CIF; in addition, a risk heatmap on supply chain risks was created. The BAFO result came in

below the starting price and led to a clearly structured contract with Limitation of Liability and defined

dispatch notification and delivery processes.

Invitation issued only to four pre-qualified bidders with documented selection criteria.

Uniform BAFO template including lot structuring, unit and currency master data and clear delivery

clauses.

Evaluation by a cross-functional team from purchasing, engineering and quality with a scoring

matrix agreed in advance.

Tracking of delivery performance via ASN processes and dock appointment agreements during the

first twelve months.

Conclusion

Best and Final Offer (BAFO) is a pragmatic instrument for consolidating negotiation rounds and

obtaining binding, comparable offers. Its value arises from good preparation: clean master data,

transparent criteria and a well-thought-out supplier selection. Equally important is the follow-up after

award, so that the services offered in the BAFO are actually delivered. Those who use BAFO in a

structured and fair manner shorten process durations and improve the quality of supplier relationships.

In combination with other procurement optimisation methods, BAFO becomes a reliable building block
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of modern procurement.

Frequently asked questions

? What does Best and Final Offer (BAFO) mean?

Best and Final Offer (BAFO) denotes the final, definitive round of offers in a procurement process.

Selected bidders submit a binding best offer, which may lead directly to contract award without any

further negotiation round. The aim is to reduce negotiation effort and create uniform, comparable

conditions of competition.

? When is BAFO useful and when is it not?

BAFO makes sense when there are multiple qualified bidders, the scope is complex and a

structured conclusion is desired. It is less suitable when pure price dynamics are the main focus –

in that case an electronic auction may be more efficient. For very simple, standardised goods with

clear market prices, the effort is often not justified either.

? How does BAFO differ from an auction?

In an auction, bidders can actively outbid each other multiple times and several price rounds occur.

With BAFO there is exactly one final submission which, based on all prior findings, represents the

best possible offer. In practice, the two methods are sometimes combined: an auction filters by

price, and the best bidder then submits a BAFO for the overall package.

? Is a BAFO legally binding?

The binding nature depends heavily on the wording and the legal context. As a general rule:

statements on binding prices and deliveries should be clearly worded, and the term as well as the

binding effect should be documented. A legal review should be carried out on a case-by-case basis

for the specific design, particularly with special clauses such as Limitation of Liability or product

liability.

? Which KPIs are suitable for evaluating a BAFO process?

Key metrics include the savings rate versus the starting price, the bid rate of invited bidders, the

process duration, and delivery reliability and quality after contract award. In addition, operational

KPIs play a role, e.g. compliance with dispatch notification (ASN) and delivery time slots. These

metrics show whether the BAFO result was actually upheld during the delivery phase.

? How should a BAFO round be properly prepared?

Preparation includes a documented shortlist, uniform bid templates, clean unit and currency master

data and clearly defined evaluation criteria. This includes precise scope specifications, sensible lot

structuring where applicable and uniform delivery clauses. Planned e-auction preparation or

integration into the sourcing strategy rounds off the structured process.
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Find the right suppliers on Amplifa

Verified industrial suppliers in Germany, Austria and Switzerland. Describe your requirement and

receive comparable offers.

amplifa-marketplace.ai
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