
Standard Operating Procedure (SOP): Vendor
Selection and Contractor Management
This SOP defines the process of vendor selection and contractor management, detailing criteria for evaluating
potential vendors, procedures for contract negotiation, performance monitoring, and compliance with organizational
standards. The goal is to establish transparent, efficient, and fair practices that ensure quality service delivery, risk
mitigation, and strong professional relationships with vendors and contractors.

1. Purpose
To provide a standardized methodology for selecting vendors and managing contractor relationships in accordance with
organizational goals and compliance requirements.

2. Scope
This SOP applies to all departments engaging external vendors or contractors for goods or services.

3. Definitions
Vendor: Any provider of products or services to the organization.
Contractor: An individual or firm engaged for specific projects or services outside of regular employment.
RFP: Request for Proposal.
KPI: Key Performance Indicators used for monitoring vendor performance.

4. Roles and Responsibilities

Role Responsibility

Procurement Manager Oversee entire vendor selection and contractor management process.

Department Head Specify requirements and participate in vendor evaluation.

Legal Team Review and approve contracts.

Compliance Officer Ensure adherence to organizational and regulatory standards.

5. Procedure
1. Needs Assessment

Identify and document the need for external vendors/contractors.
Define scope, deliverables, timelines, and budget.

2. Vendor Identification and Pre-qualification
Research potential vendors/contractors.
Issue Requests for Information (RFI) as necessary.
Screen based on financial stability, reputation, capability, compliance, and references.

3. Evaluation and Selection
Request for Proposal (RFP) or Request for Quotation (RFQ) sent to shortlisted vendors.
Evaluate proposals based on predefined criteria:

Technical capability
Cost competitiveness
Compliance with standards
Past performance
Risk management

Select the most suitable vendor/contractor.
4. Contract Negotiation and Approval

Negotiate terms including pricing, deadlines, deliverables, penalties, and confidentiality.
Contracts reviewed and approved by the legal team.
Obtain final internal authorization before signing.

5. Onboarding and Communication
Induct vendor/contractor into organizational practices and compliance expectations.
Assign a primary contact or relationship manager.

6. Performance Monitoring and Management



Establish KPIs and performance review schedules.
Monitor deliverables, deadlines, and compliance.
Address issues via corrective action plans if required.

7. Contract Renewal or Termination
Periodically review contracts for renewal, renegotiation, or termination based on performance data and
changing organizational needs.

8. Documentation and Record-Keeping
Maintain all records of selection, contracts, and performance reviews for audit and compliance
purposes.

6. Evaluation Criteria Example

Criteria Description Weight (%)

Technical Capability Vendor's ability to meet technical requirements. 30

Cost Price competitiveness and total cost of ownership. 25

Compliance Adherence to legal, regulatory, and organizational standards. 15

Reputation/Past Experience Track record and feedback from previous clients. 20

Risk Management Ability to identify, mitigate, and manage risks. 10

7. Compliance and Review
All activities must comply with company policies and relevant laws/regulations.
This SOP should be reviewed annually or as necessary to incorporate industry best practices and changes in
organizational strategy.
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