
PROCUREMENT GLOSSARY

Two-Envelope Bid: two-envelope
system for fair tenders
The Two-Envelope Bid is a tendering procedure in which technical and commercial bids are

submitted in separate, sealed envelopes or separate files. Only after the technical evaluation

has been completed are the price bids opened and assessed. For industrial buyers, the

procedure is a proven instrument for ensuring objectivity in complex tenders.
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Key facts at a glance

01 In a Two-Envelope Bid, the technical and commercial bids are submitted separately and

evaluated sequentially.

02 The procedure prevents price considerations from influencing the technical evaluation.

03 Typically two envelopes are used: Envelope A for the technical details, Envelope B for

prices and commercial terms.

04 Incomplete or subsequently amended price bids frequently lead to disqualification.

05 The procedure is particularly suitable for capital goods, engineering services and

long-term framework agreements.

06 For public contracts in Germany, the two-envelope system is expressly provided for in

the VgV-StVergabeV; private tenders can agree to it contractually.

Definition: Two-Envelope Bid

The Two-Envelope Bid (also known as the two-envelope procedure or Two-Envelope System) is an

evaluation process in tenders in which the technical solution and the commercial bid are submitted and

reviewed separately from one another. Only after the technical evaluation has been successfully

completed is the second envelope containing the price bid opened.

Structure of the two envelopes

In practice, the first envelope contains the technical bid: performance specification, design documents,

quality and certification evidence, production capacity and references. The second envelope bundles
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the commercial information such as prices, payment terms, delivery times and contract terms. Both

parts must be complete and consistent; subsequently splitting technical details off into the price

envelope is not permitted.

Envelope A: technology, quality, capacity, evidence

Envelope B: prices, delivery times, commercial terms

Uniform format and naming requirements in the enquiry document pack

Distinction from other procedures

Unlike an open procedure with joint evaluation, the evaluation team does not have the prices available

during the technical review in the two-envelope procedure. This also distinguishes it from a pure price

enquiry, in which technical criteria are only checked on a pass/fail basis. In public tenders, the system

corresponds to the submission and opening model under the VgV-StVergabeV; in the private sector it is

agreed contractually via the enquiry conditions.

Methods and approach in the procurement process

The Two-Envelope Bid follows a clearly structured process from enquiry preparation to the award

decision. It can be readily integrated into existing category management, as the evaluation criteria can

be standardised by category.

Enquiry and bid preparation

The basis is a precise technical specification with unambiguous evaluation criteria. The enquiry

documents in binding form the order in which the envelopes are to be opened and their weighting.

Bidders should be given a question-and-answer catalogue to clarify specification questions, so that

technical queries do not spill over into commercial renegotiations.

Technical evaluation

A technical evaluation team reviews the first envelope against supplier evaluation criteria defined in

advance, such as technical feasibility, quality capability, documentation of evidence and capacity.

Supplementary submissions are only permitted within defined deadlines and only for the first envelope.

Bidders who do not meet the technical hurdle are eliminated; their second envelope remains

unopened.

Commercial evaluation and award

Only after the technical evaluation has been completed are the second envelopes of the remaining

bidders opened. The price evaluation follows the scheme documented in the enquiry, often using a

utility value analysis or the most economically advantageous evaluation. The result is recorded in

writing and forms the basis for the subsequent framework agreement or individual contract.
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Key KPIs and evaluation criteria

The success of the procedure is reflected in process and result KPIs. These can be integrated into

procurement controlling and support the systematic steering of procurement.

Process KPIs

Typical key figures are the proportion of complete first submissions, the duration from enquiry to award

and the number of technical requests for clarification. High clarification rates often indicate unclear

specifications rather than unsuitable suppliers. Bidder retention across several rounds is also a relevant

indicator of the quality of the enquiry process.

Result KPIs

In terms of results, adherence to the budgeted spend, documented price transparency and the

technical compliance rate of the admitted bidders count. In practice, companies with a structured

two-envelope procedure experience fewer subsequent price changes and lower cost increases over the

course of the project. The figures can be linked to supplier evaluation criteria and discussed at regular

supplier days.

Risks and controls

The procedure is fundamentally fair, but carries operational risks that must be managed through clear

rules and documented controls.

Common sources of error

A common problem is the unclear separation of content, for example when payment terms or warranty

provisions appear in the technical envelope. Further risks include late supplementary submissions,

incomplete first submissions and unclear evaluation criteria, which bidders may subsequently

challenge. The sealing and documented safekeeping of the second envelopes must also be reliably

organised.

Control instruments

Helpful measures include a legally binding enquiry guide, a documented four-eyes principle for

envelope opening and a protocol of all evaluation decisions. A contractually agreed right to audit allows

the buyer to subsequently review the tender process in a traceable manner. In public tenders, the

documentation and transparency requirements of the relevant procurement regulation additionally

apply; a legal review should be carried out on a case-by-case basis.

Relationship to contract clauses

The tender procedure does not remove the need for subsequent contract design. Provisions on product

liability clauses, termination for convenience or inspection and auditor rights should already be outlined

in the enquiry documents so that they do not come across as surprising changes after the technical
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evaluation.

Current developments and digitalisation

The two-envelope procedure can increasingly be mapped digitally. Modern procurement platforms

allow separate submission in two data areas with documented access restrictions and time stamps.

Digital implementation

In digital tenders, the platform performs the function of the sealed envelopes: technical and commercial

files are uploaded in separate modules and only made visible after release by procurement. This

reduces handling errors and creates a complete audit trail. A clear allocation of roles and permissions

within the procurement team is a prerequisite.

Placement in procurement strategies

The procedure fits well with spend-under-management approaches in which strategic procurement

volumes are managed systematically. It also supports risk mitigation in supplier preference and risk

class models, as the technical evaluation prepares strategic supplier decisions independently of price.

In international procurement, for example as part of nearshoring initiatives, the standardised procedure

makes it easier to compare different suppliers from different legal jurisdictions.

Typical metrics

Metric Typical value

Proportion of complete first
submissions

typically > 90%

Higher values indicate clear enquiry documents and good bidder

communication.

Duration from enquiry to award frequently 4–12 weeks

Depending on complexity and the number of technical requests for

clarification.

Technical compliance rate typically 50–80% of bidders

Low rates may indicate overstated specifications.

Clarification request rate ideally < 10%

High values signal poor evaluation criteria or specification gaps.

Practical example

A medium-sized mechanical engineering company issues a tender for the manufacture and delivery of

24 custom gearboxes under a framework agreement with a three-year term. Because the bidders'

technical solutions differ significantly, procurement chooses the two-envelope procedure.
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Technical evaluation against standardised supplier evaluation criteria by a team from design,

quality and procurement

Separate submission in two sealed PDF bundles with time stamp and four-eyes opening

Commercial opening only after the technical evaluation has been approved by the head of

procurement

Complete documentation of the evaluations in the award report as the basis for subsequent

contract negotiations

Conclusion

The Two-Envelope Bid is a field-tested procedure for consistently separating technical and commercial

evaluation and ensuring fairness in complex tenders. It reduces the risk of price pressure crowding out

qualitative or strategic criteria. The prerequisite is a clean process definition with clear evaluation

criteria, deadlines and controls. Digitised, the procedure can be implemented efficiently and in an

audit-proof manner. For buyers, it is a worthwhile standard option, particularly for capital goods,

engineering services and long-term framework agreements.

Frequently asked questions

? What is a Two-Envelope Bid?

A Two-Envelope Bid is a tendering procedure in which technical and commercial bids are submitted

separately. Only the technical envelope is evaluated first; afterwards, the price envelopes of the

qualified bidders are opened. This prevents price considerations from influencing the technical

evaluation.

? When is the two-envelope procedure sensible?

It is particularly suitable for complex deliverables such as capital goods, engineering services or

long-term framework agreements, where technical quality and price cannot be assessed in a simple

price-performance ratio. It is also provided for in public tenders under the VgV-StVergabeV (German

Public Procurement Regulation). For simple catalogue products it is usually too onerous.

? How does a Two-Envelope Bid work in practice?

Bidders submit two separate, sealed bids: Envelope A contains the technical information, Envelope

B the commercial details. Once the deadline has passed, Envelope A is evaluated first. Only bidders

who meet the technical requirements proceed to the commercial evaluation, during which Envelope

B is opened.

? What happens to technically inadequate bids?

Bidders who fail to meet the technical minimum requirements are eliminated. Their second envelope

is usually returned unopened and without comment. This protects the bidder from price

discrimination and protects the buyer from unnecessary evaluation effort.
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? Is the procedure mandatory for private tenders?

No, in the private sector the two-envelope procedure is voluntary and is contractually agreed via the

enquiry conditions. It is mandatory only in certain public procurement procedures. The specific

design should be reviewed legally on a case-by-case basis, particularly in cross-border tenders.

? How can the procedure be implemented digitally?

Procurement platforms offer separate upload areas for technical and commercial documents with

time stamps and role-based access control. Price data is only released once the technical

evaluation has been completed. This replaces physical sealing and creates a complete audit trail.

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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