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O O In summary, the first step in the stage of supplier selection consists of determiningwhether to opt for partial or
turnkey contracting out. Second, it should be decided whetherexecution will take place by means of fixed-price or
a cost-reimbursable agreement. A third type of contract which is often used in the subcontracting world and
whichshould be mentioned here is the unit-rate contract. These contracts determine the cost peractivity for
standardized and routine work. Petrochemical companies, for example, annu-ally negotiate unit rates for simple
installation and maintenance activities, which are sub-contracted to suppliers O for instance unit rate per metre of
piping that is installed, orunit rate per square metre of ground floor which is cleaned . Unit rate contracts are
usedfor activities which are standardized but which are difficult to estimate in terms of volumeand time. The
selected contracting method determines to a great extent how the next steps of thebuying process will evolve. For
that reason, these decisions must be made together withthe user or budget holder. However, the buyer presents the
different contracting methodsdeemed possible and outlines the considerations that may influence the decision. The
selection of a supplier is one of the most important steps in the purchasing processand several activities precede this
decision. Activities start with summarizing the prequali-fication requirements, based on the purchase order
specification, that the suppliers who aregoing to be approached for a quotation will have to meet. Next, the initial
bidders list(] so-called bidders long listC] that indicates which suppliers may probably do the job, isassembled.
Usually, those suppliers with an excellent vendor rating score, which repre-sents excellent past performance, will be
put on the initial bidders list. Next, to each ofthese long listed suppliers a request for information [J RFIO will be
sent. These suppliers arecontacted to provide references of prior projects and previous experience and other
infor-marion that will help them qualify for the order. At this stage it may be necessary to con-duct a supplier visit
or audit in order to get a precise idea of the suppliers capabilities.Large companies generally work with approved
vendors lists in order to select the sup-pliers for the long list. The long list of suppliers is then reduced to a supplier
short list.Based upon the information that was gathered the most promising suppliers are selected. These short-listed
suppliers will be contacted through a request for quotation [ RFQU . Atthis stage suppliers are invited to submit a
bid which meets the requirements as laid downin the request for quotation. The idea behind this is that suppliers
should submit their bidsin such a way that they can be compared by the buyer. An important aspect of their bids
isthe price that they will offer to the prospective buyer.
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