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Vendor Selection Best Practices

While the process described here focuses on budgeting and planning solutions,
it could really apply to any aspect of performance management: consolidation
and close, financial reporting, operational planning and analysis, performance
dashboards, etc. Let’s start with some general guidance:

- This solution is part of a high visibility, mission critical front office system that the
company will rely on to make key decisions. You don’t want to be stuck with a
sub-optimal choice for the 8 - 10 years (or longer) that these systems typically
remain in place. That is why it is essential to go through a formal evaluation
process.

- The starting point for any performance management vendor selection project is to
identify an executive sponsor. They should be a senior executive with the authority
to make decisions for the team. Among other tasks, they will need to do the
following:

o Create a vision that considers the full potential of performance
management and doesn’t limit the focus to a current pain point

o Initiate and enable change, to prepare the company for revised
processes, new roles and responsibilities, the transition to a new system

o Make the tough decisions as there will be trade-offs that have to be made

- To get the necessary buy-in and adoption required to make this initiative a
success you will need to assemble a cross-functional team of key stakeholders
from Finance, IT, and operations. They will need to be actively involved
throughout the process. For a planning-focused project the VP or Director of
FP&A should have a leading role, business unit heads, operational managers
(minimally from sales and HR), as well as regional managers need to be on the
evaluation team, and of course the CFO needs to be involved. It is also wise to
include the controller since management reporting relies on the actuals coming
from the consolidation solution.

- Some organizations may be required to go through an RFP process. That step is
not covered in this eBook.

Learn how to ensure you get the right product, at the best price, while minimizing
risk and maximizing buy-in and adoption: BPM Partners process benefits
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The Vendor Selection Process for Budgeting and Planning Solutions

Roadmap: This is where you define the overall project scope and lay

out a 3 — 5 year phased rollout plan. Without a roadmap you will

inevitably focus on today’s most pressing issues and potentially select

a solution that falls short when it comes to the other elements of
performance management you may need in the coming months and years. While you
may be focused initially on fixing the budgeting process, if your vision also includes
adding a rolling forecast, performance dashboards, sales performance management,
financial consolidation, profitability analysis, or anything else, you need to capture
that up front through a roadmap. This roadmap leads into your requirements and
ensures that you select a solution that can continue to meet your needs as your use
of the system grows and evolves over time.

Requirements: While your requirements do not need to be at the level
of detail required to build a custom system from scratch, they do need
to be detailed enough to differentiate vendors. For example, just saying
that “the new solution needs to work with Excel” does not go far enough.
You would need to explain your planned usage of Excel: as a primary interface, a
design tool for input templates and reports, an offline analysis tool, etc.

The best way to start gathering requirements is to interview your key
stakeholders from the cross-functional team discussed earlier. They should be asked
to share the unique challenges they face in their business area, what they like about
the current systems and processes, and where they see the opportunity for
improvement. These conversations should cover all areas included in the roadmap.

The next step is to consolidate these business requirements into a unified list
organized by common themes, and then work with the team to define priorities (hint:
they cannot all be the highest priority). These business requirements then need to be
converted to functional requirements; what capabilities does the new solution need
to address these business requirements. In addition, you will need to document all
the required system integrations. The last key element to include is related to volume
and dimensions (which impact performance and pricing): number of users, accounts,
entities/cost centers, currencies, allocation rules, products, and more.

BPMPartners.com © 2024 BPM Partners, Inc. All Rights Reserved 3


http://www.bpmpartners.com/

BPM PARTNERS GUIDE TO: Vendor Selection Best Practices

Vendor Identification: Armed with your requirements you are now ready

to identify the vendors to evaluate. At this stage you should select 6 — 8

vendors to consider. To decide on this list you need to consider several

factors: does the vendor target companies of your size (or industry), do
they seem to address all of the areas of performance management contained in your
roadmap, do their strengths line up with your requirements, and how did their
customers rate them for the attributes that are most important to you. At this stage
you should cast a wide net and consider vendors you may not be that familiar with.
They could turn out to be the best fit, at the best price.

If you have not already done so, you can gather the required information for the
leading vendors by requesting a BPM Partners Vendor Snapshot. In addition, you
should visit their websites, take a look at a standard demo, and get some basic
questions answered including ballpark pricing for software and services. After doing
this preliminary research bring the team together to compare notes and reduce the
list to a final 3 — 4 to advance to the next stage.

Not sure which vendors to include? Get help here.

Vendor Evaluation: It's now time to determine how well each vendor
finalist meets your unique requirements. Everyone will have strong
opinions, so you need to follow a formal process that ensures a level
playing field for the vendors, and equal input from each of your team
members. It also needs to be transparent and self-documenting. At the end of the
process you want everyone in agreement and fully supporting the company’s
selection.

The best way to accomplish this is to have each of the vendor finalists follow the
same Proof of Concept custom demo script, created by you, that ties back to your
requirements. Your cross-functional team members will each be scoring the vendors
on how well they meet your detailed requirements in each major area (planning,
consolidation, reporting, Ul, system administration, technology, etc.). The demo script
should be divided into an end user portion and a system admin/technology portion.
Not everyone on the team will need to participate in both portions of the demo.

After the demos you should collect and consolidate the scoring sheets to prepare
for the final step in the process.
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X g Vendor Selection: This is the step where you and the team select the
winning vendor and a backup (in case there are contract or pricing
issues with your first choice). The consolidated scoring results should
show an overall winner as well as the vendor with the second-highest

total score. These should be the two that you move to final steps with. You can also
consider individual section scores for the most important areas, such as
planning/budgeting/forecasting and reporting, if the total scores are very close.

Once you are down to the final two you will need to do the following with each of
them. First, determine if one or both of them require any final proof steps. Were there
key questions not answered during the demos? Is there a particularly complex
calculation or report you would like to see them demonstrate? Do you need to load
some data and do a volume/performance test? The next step is to request 2 - 3
references from each. Try to ask probing questions during the reference calls as it is
unlikely vendor-provided references are going to voluntarily discuss issues they have
encountered. You can ask them something such as “has the system been rolled out
to the number of users originally planned, if not, why?”.

The final step is to get proposals with software and service pricing from both
vendors, along with a sample agreement to review. When asking for software price
quotes make sure to be clear and consistent in terms of modules/components, users
by type, number of years for cloud subscription, required connectors, etc.

For implementation quotes you may need to have a scoping discussion with the
vendor or their implementation partners. Be prepared to discuss the volume of work
to be done, any specific complexities, and the scope to be included in their estimate
- is it just phase 1 (which you need to clearly define), or the full implementation. From
a resource side, what will you be able to bring to the table in terms of FTEs, and what
type of implementation are you looking for: 50/50 joint implementation, customer-led
implementation, or a consulting turnkey implementation?

All that is left to do is review the contract. Besides any legal concerns, pay
attention to any year to year price increases in a multi-year subscription agreement
and what the terms are for renewal. Assuming your top choice is still on top after
these final steps you are now ready to move forward. If you need to go with your
backup instead, make sure the reasons are communicated clearly to the team.

To complete all of the above vendor selection process steps with minimal work
disruption in just 4 — 8 weeks: BPM Partners vendor selection packages
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BPM Partners Vendor Selection Services

Add BPM Partners to your team to employ all of the best practices described in
this document, as well as additional steps included in our proven methodology
fine-tuned over hundreds of projects. At the same time you will also be able to
leverage our unsurpassed vendor expertise, along with proprietary industry and
customer research. All of our services are deliverables-based and offered for a
fixed fee.

Service: Vendor Selection/Vendor Validation
Cost: Fixed price (actual price based on scope)
Elapsed Time: 4 - 8 weeks

Vendor Selection/Validation

Phase Deliverables

e Vendor Selection Project Initiation & Planning
Meeting

e BPM Solution Vendor Landscape and Best
Practices Overview

BPM Software Requirements Assessment and

Identification e Business and Technology Solution Requirements
Assessment/Identification Workshops
e Application Requirements Report
e Prioritized Requirements Model
Vendor Identification e Vendor Recommendations Repott

e Vendor Finalist Review Session

e Customized Vendor Evaluation POC
Demonstration Agenda

e Vendor Evaluation Graphical Scoring Model

e BPM Partners Managed Customized POC
Vendor Demonstrations

Vendor Evaluation and Selection
Guidance

e Scoring Analysis and Results Presentation

e BPM Partners Vendor Reference Questionnaire

e Additional Proof Steps (as required)

e Identification of Implementation Service
Requirements

e Implementation Service Proposal Review

Implementation Services Assessment

and Vendor Negotiation Guidance * Software Vendor Proposal Review

e Pricing Analysis Report

e Negotiation Guidance

e BPM Partners/Vendor Executive Session to
Finalize Pricing (as required)
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Vendor Selection Packages

Vendor Selection Express: Streamlined service intended for midmarket organizations looking

for 20-user systems or less.

Vendor Selection Value Pack: Designed for budget-constrained organizations, this offering
leverages more of your internal resources, while still providing many of the same benefits as

our Premier Service.

Vendor Selection Premier Service: Our most popular offering provides everything you need
to ensure you get the right product, at the best price, with team buy-in, and minimal work

disruption.

PROJECT KICKOFF

Scoping/Roadmap Development Session
Education Session
BPM Pulse Research Database

REQUIREMENTS DEVELOPMENT

Best Practice Requirements Database
Application Requirements Report Creation

Requirements Interviews, Analysis, and Consolidation

VENDOR IDENTIFICATION

Vendor Landscape Matrix Database
Vendor Recommendations Report

Vendor Short List Session

VENDOR EVALUATION

Best Practice Vendor Demo Database
Custom Vendor POC Demo Script
Custom Vendor Scoring Tool
Participation in Vendor Demos

Presentation and Analysis of Scoring Results

VENDOR
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EXPRESS
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VENDOR
VENDOR VENDOR SELECTION
SELECTION SELECTION PREMIER
EXPRESS VALUE PACK SERVICE

Vendor Reference Questionnaire
Multi-vendor Historical Pricing/ Discounting Database \/

Review and Guidance: Software Proposals V”

<SS«
<SS«

Review and Guidance: Implementation Proposals

Customizable

Fixed Price Based on Scope \/

<SS«

Unlimited Analyst Access

L<LL L«

RFP Content Development and Scoring Option Available

Duration 4 weeks 4-6 weeks 6-8 weeks

Pricing Price Price Price
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About BPM Partners

BPM Partners is the leading independent authority on business performance
management (BPM) and related business intelligence solutions. The company
helps organizations address their budgeting, planning, forecasting, financial
reporting, consolidation, regulatory compliance, profitability optimization, key
performance indicator development, and operational performance challenges.
Vendor-neutral experts guide companies through their BPM initiatives from start
to finish, while both reducing risk and minimizing costs. BPM Partners has
specialized packages that lead clients through project justification, requirements
definition, vendor selection, and deployment of departmental or enterprise-wide
BPM or related business intelligence (Bl) systems. For further details, go to
https://www.bpmpartners.com/. Follow BPM Partners on Twitter @BPMTeam.
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Questions? For questions about Vendor Selection best practices:
speak with one of our experts
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