
PROCUREMENT GLOSSARY

Award Decision: The Crucial Step
Between Bid Evaluation and
Contract Award
The award decision is the formal resolution determining which bidder or supplier a contract is

awarded to. It concludes the tendering, bid evaluation and assessment process and bindingly

determines who is commissioned, with what scope and on what terms. For technical buyers, it

is a central control point at which commercial viability, compliance and procurement risks

converge. A cleanly documented award decision protects the company against reviews,

internal friction losses and delayed delivery date commitments.
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Key facts at a glance

01 The award decision is the formal, documented selection of a supplier based on defined

evaluation criteria.

02 It follows eligibility screening and bid evaluation and precedes the legally effective

commissioning.

03 In public procurement, formalities such as the award record and notification periods are

binding; in the private sector, internal approval rules apply.

04 Often a committee or procurement board decides, depending on order value and the

company's risk policy.

05 The justification for the decision is a central compliance requirement and the basis for

subsequent negotiations.

06 After the award decision, contract award, contract conclusion and operational measures

such as supplier enablement typically follow.

Definition: award decision

The award decision denotes the final selection decision of a procurement or awarding committee on

the commissioning of a supplier within a procurement project. It presupposes that offers have
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previously been fully examined and assessed according to transparent criteria.

Distinction from award notification and contract conclusion

The award decision is the internal resolution as to who receives the contract; the award is the

subsequent notification to the bidder based on it. As a rule, legal binding effect only arises with the

commissioning or signature of the contract, whereby the exact point in time must be examined in each

individual case under the contract and applicable law. In practice, an award may be made subject to

reservation, for example where contractual details remain open or warranty claims are still to be

defined.

Legal framework

In public tenders, the award decision is strictly formalised: documented in an award record, with

notification to unsuccessful bidders and a standstill period. In the private sector, primarily internal

compliance and approval rules apply, for example from a signature matrix or a company-wide risk

policy. Regardless of sector, the following applies: a traceable justification protects against damages

claims from unsuccessful bidders and against internal audits.

Involved roles

Typically involved are the functionally responsible buyer, the requisitioning department from design or

production, quality management and, depending on order value, executive management. For strategic

goods, results from supplier relationship management also feed in, such as historical payment term

adherence or delivery reliability. The division of responsibilities between the requisitioner and

procurement serves objectivity and internal control.

Process and methods: from bid evaluation to decision

The award decision is the final link in a structured chain: enquiry, eligibility screening of the suppliers of

interest, bid evaluation, assessment and finally the resolution. The more systematically the preceding

steps are documented, the more robust the decision will be.

Eligibility screening and bid evaluation

Eligibility screening determines whether a supplier meets the fundamental requirements for quality,

capacity and certifications. The subsequent bid evaluation compares the offers received for

completeness, price structure, delivery time and technical conformity. Unclear points are frequently

clarified in a clarification round before evaluations are finalised. This avoids subsequent disputes over

offer contents.

Evaluation models and utility value analysis

A point-score or utility value model is frequently used, combining price, quality, logistics performance

and sustainability – such as an ESG risk rating – with defined weightings. It is important that criteria

and weightings are defined and documented before the offers are opened. In practice, the weightings
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for price for standard parts often range between 40 and 60 per cent, considerably lower for strategic

components. The underlying data model should be uniform so that evaluations remain comparable

across projects.

Decision paper and approval process

The decision paper summarises the market situation, evaluation result, risks and negotiation potential

and recommends an award alternative. Depending on order value and risk policy, several approval

levels or a committee resolution are required. For total order values over longer contract terms, exit

capability should also be assessed. A structured paper accelerates the decision and improves the

quality of the documentation.

Key KPIs for evaluating the award decision

Whether an award decision was good only becomes apparent in operation. Meaningful key figures

therefore link the decision with subsequent order processing and provide insights for future spend

analysis and supplier evaluations.

Commercial performance indicators

Typical key figures are budget adherence, savings achieved against the reference price and the

proportion of awarded volumes as a share of addressable spend under management. The award rate

per number of participants also provides insight into competitive pressure in the market. These values

should be tracked over the long term in order to identify market shifts in global sourcing.

Implementation metrics after the award

After the award, adherence to delivery date commitments, quality and payment term adherence show

whether the decision was sound. Supplier metrics such as order term adherence or the rate of quantity

deviations resulting from minimum order quantity (MOQ) restrictions are also relevant. Those who

systematically feed these KPIs back improve the basis for future award decisions.

Risks and controls in the award decision

The award decision entails commercial, legal and operational risks. A functioning control environment

minimises these without slowing down the procurement process.

Commercial and contractual risks

Common risks are overly optimistic capacity commitments, unclear prices for volatile raw materials or

missing contractual clauses such as limitation of liability or liquidated damages for the consequences of

delay. For metal parts, a raw material escalator clause or a regulated alloy surcharge mechanism can

hedge price dynamics. Before the decision, it should be clarified which warranty claims and rights are

enforceable in the event of defects.
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Compliance and documentation

Traceability is the most important protection: evaluation documents, minutes and the justification for

rejecting other bidders should be archived in an audit-proof manner. The four-eyes principle,

segregation of duties between demand and awarding, and clear approval thresholds are proven

controls. Violations can become reputationally and legally costly, for example in cases of bribery or

favouritism.

Traceability for unsuccessful bidders

Informing bidders about the reasons for their rejection reduces follow-up enquiries and potential for

dispute. In public procurement, such information is partially mandatory; in the private sector it is a sign

of professional supplier relationships. A standardised rejection letter toolkit saves time and ensures

consistent wording.

Current developments: digitalisation and sustainability

Award decisions are increasingly made on a data-driven basis and extended to include sustainability

criteria. This changes the requirements placed on tools, processes and competencies in procurement.

E-procurement and data foundation

Modern procurement platforms support offer comparison, workflow approvals and the automatic

generation of decision papers. A clean data model for item master data, supplier master data and

historical metrics such as inventory indicators or material requirements planning parameters makes

evaluations more robust. Without consistent data, every evaluation remains subjective.

Sustainability and supplier risks

ESG criteria, such as an ESG risk rating or supply chain due diligence obligations, are gaining

increasing weight in the evaluation. For critical raw materials and long supply chains, country-specific

risks and sourcing strategies from the risk policy also feed into the decision. The weighting of such

criteria should be defined transparently in advance to ensure verifiability.

Onboarding and handover to operational planning

After the award decision, implementation begins: creating contract data, granting supplier approval and

initiating supplier enablement for electronic processes. Provisions for hedging bandwidths – such as a

freeze fence on prices or quantities – should also be defined at an early stage. A clean handover to

material requirements planning avoids friction losses on the first orders.

Typical metrics

Metric Typical value
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Budget adherence ± 3 %

Typical tolerance range for awarded orders against budget in practice

Award rate after bid evaluation 30–50 %

Common benchmark for the proportion of award-ready offers after

eligibility and bid evaluation

Delivery date commitment
adherence

> 95 %

Usual target value for validating the award decision during the first

months

Payment Term Adherence > 98 %

Proportion of payments made on time to the new supplier

Practical example

A medium-sized mechanical engineering company tenders the manufacture of a gearbox assembly

across Europe. After the bid evaluation, three qualified bidders remain, who are assessed in a utility

value analysis covering price, quality, logistics and ESG risk. On the basis of the decision paper, the

procurement committee selects a provider from Central Europe with a slightly higher price but a

significantly better delivery reliability track record. Following the award decision, the contract is swiftly

concluded with a raw material escalator clause, defined warranty claims and agreed delivery date

commitments.

Define criteria and weightings in writing before bid opening and have them signed off by executive

management

Use the clarification round to confirm price and delivery commitments in writing

Clarify contractual safeguards such as limitation of liability and liquidated damages before the

award

Document the first six months of delivery performance as a target-vs-actual comparison against the

evaluation assumptions

Conclusion

The award decision is more than a formal act: it consolidates the results of eligibility screening, bid

evaluation and negotiation and lays the foundation for the contractual relationship and operational

supply. Those who define criteria transparently in advance, document decisions and feed

implementation metrics back make not only legally robust but also commercially sound decisions. Good

award processes also strengthen credibility with suppliers and foster long-term partnerships.

Companies should regularly review the process and adapt it to new requirements arising from

digitalisation and sustainability.
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Frequently asked questions

? What is an award decision?

The award decision is the formal, documented resolution determining which supplier a contract is

awarded to. It follows eligibility and bid evaluation and precedes contract award. In public

procurement it is strictly formalised, whereas in the private sector internal approval rules apply.

? Who makes the award decision?

Depending on the order value, the responsible buyer, a procurement committee or the executive

management is competent. Powers are governed by internal approval matrices and risk policy. It is

important to separate the requisitioning parties from the decision-makers in order to maintain

objectivity.

? When is an award decision legally binding?

In the private sector, the binding effect typically only arises with the placement of the order or

conclusion of the contract, not already with the internal resolution. In public procurement law,

special provisions apply, for example binding effects resulting from the award notification. The

precise assessment depends on the individual case and the applicable law and should be reviewed

legally.

? Which criteria feed into the award decision?

Typical criteria are price and total cost, quality and certifications, delivery and logistics performance,

capacity and, increasingly, sustainability and risk criteria. For strategic goods, service and

innovation capability also count. Criteria and weightings should be defined in a binding manner and

documented before the evaluation.

? Must unsuccessful bidders be informed of the decision?

In public procurement law, prompt notification and a standstill period are mandatory, with

information rights for unsuccessful bidders. In the private sector there is no general obligation, but

brief notification is regarded as professional practice. It reduces follow-up enquiries and preserves

the relationship for future tenders.

? How should an award decision be documented correctly?

It is common practice to use an award record or a decision paper containing the evaluation matrix,

justification, approvals and minutes. All documents should be archived in an audit-proof manner.

This ensures traceability towards internal audits and towards unsuccessful bidders.
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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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