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From the identifying, qualifying, receiv-

ing a copy of the certificate of insurance, 

entering the vendor in your financial 

system, scheduling the service, managing 

the repairs, having the invoice submitted 

correctly, paying the vendor, and, when 

necessary, ending the relationship, the 

function of vendor management can be 

overwhelming. There are many examples 

of how one particular vendor consumed a 

great many hours when trying to do some-

thing as basic as submitting the invoice 

correctly, having them arrive unexpectedly, 

sending the wrong skill level of technician, 

delivering items that cannot be unloaded, 

etc. The process of managing the vendor is 

not a single-step process and professionals 

need to understand the life of the relation-

ship, recognizing that the ownership of the 

vendor relationship and management of 

vendors throughout the life cycle is a major 

component in the success of any business.   

The life cycle of any vendor management 

process can be broken down into five major 

categories:

vendor management: the life cycle approach

ithin every organization there is 

a reliance on the use of vendors 

to deliver supplies and to perform 

routine maintenance, specialty  

services, and one–time and  

emergency repairs. While it is a 

simple task to call someone to  

deliver merchandise or services,  

or to repair a broken item, the  

management of that one task is 

sometimes overwhelming. 

W
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 � Qualifying,

 � Engagement,

 � Managing the delivery,

 � Managing the finances, and

 � Ending the relationship.

Qualifying
Qualifying a vendor is the process of deter-

mining if the vendor has the legal and busi-

ness requirements, expertise, and capabili-

ties of delivering to your expectations. The 

following are several areas of concern when 

qualifying a vendor.

Appropriate Insurance, Bonding, and 
Business License 
Insurance provides financial protection in 

the event that an accident occurs resulting 

in damage to property or personnel. Most of 

us are familiar with a certificate of insur-

ance and realize that those requirements 

must be determined prior to engaging with 

any vendor. The limits and requirements 

are determined by many business factors, 

including the policy limits of each insurance 

category, such as general liability, auto, 

worker compensation, and the “Additional 

Insured” requirement for your organiza-

tion. These requirements are determined 

in conjunction with your organization’s 

risk manager or insurance provider. This 

category also includes possession of a valid 

business license, specialty license (such as a 

contractor license), and the ability to collect 

taxes and fees. 

Adequate Financial Capabilities 
Having adequate financial capabilities refers 

to the credit-worthiness of the vendor, as 

well as the ability to pay for goods and 

services, including supplies, payroll, and op-

erating expenses. Consideration needs to be 

made concerning the abilities of the vendor 

to perform services in between payments. If 

you have selected a vendor that is not able 

to purchase the material or pay its employ-

ees without receiving payment, then this 

vendor does not have the financial qualifica-

tions for the delivery of services required.

Adequate Staffing, Training, and Licensing
Having adequate staffing, training, and 

licenses depends on the size of the job and 

the deliveries required. The vendor needs to 

employ a sufficient number of qualified staff 

to provide the service. Training of the staff is 

key to providing the deliverables and main-

taining any specialty license. The specific 

industry will dictate the training frequency 

and requirements. In some instances, the 

training will be continuous and ongoing, 

while in other instances there will be lim-

ited training requirements. The training also 

includes the training and certification for 

operation of equipment and required basic 

safety training or specialty safety training 

related to the work being done, such as fork 

lift training or confined space entry. 

Appropriate Technology  
Technology requirements and expectations 

differ from company to company and can in-

clude accounting software, mobile phones, 

mobile technology, work management 

tools, e-mail capabilities, and diagnostic 

equipment. This is significant as the vendors 

selected should be capable of managing the 

service delivery to a matching expectation. 

The expectations and requirements should 

be determined based on the need prior to 

the initial engagement and be in alignment 

with industry standards.

When preparing to seek a vendor, it is help-

ful to understand the vendors business. This 

will assist in managing the expectations 

and understanding their abilities and the 

limitations. Understanding your vendor’s 

business is your responsibility as much as it 

is the vendor’s responsibility to understand 

your business requirement. The more you 

understand how your vendor’s business is 

operated, the greater the success of the 

partnership. This does not mean that you 

should try to manage your vendor’s busi-

ness or insist that it make changes in the 

business operation. It does mean that you 

should understand the fundamentals of 

how the vendor does business. 

vendor management: the life cycle approach
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For example, if you understand the HVAC 

company has scheduled service calls and 

that the technicians will be in the field re-

pairing and maintaining equipment, you will 

know that there are not technicians sitting 

in the office waiting for a service call and 

they must complete one job before starting 

another. Understanding what the vendor 

needs to be successful is helpful when set-

ting expectations. When contracting vend-

ing machine services, for example, there 

must be a minimum expected level of sales, 

typically associated with the population of a 

building. If there is not a large enough popu-

lation to support the vending machines, the 

vendor will not be successful, regardless of 

how hard the vendor tries. When qualifying 

the vendors, you should be asking questions 

to understand their business and how it  

supports your needs.  

Engagement
The specific engagement of the vendor is 

done either by contract or by purchase 

order. The days of engagement by hand-

shake have been replaced by contracts 

outlining the deliverables and fees for those 

deliverables. When engaging, a detailed 

statement of work to define what the 

delivery expectations are and conversely 

what the vendor will charge for delivering 

those expectations is a necessity. This can 

be a very complicated document or very 

simple one, depending on the requirements. 

If there are any questions or concerns about 

delivery, manpower, timelines, or financial 

components, discussions before any work 

begins or material is purchased will avoid 

misunderstandings during the delivery. 

Managing the Delivery
Managing the delivery is not just the 

scheduling and oversight of the vendor, it is 

also providing the required support needed 

from the customer to achieve the desired 

outcome. This is a two-way relationship 

with deliverables and receivables from 

both parties. As the customer, you need 

to work with the schedule to make sure 

the items and areas being affected by the 

work are available at the time the vendor 

arrives. This includes selecting times that 

have minimal impact to business operation 

and the support you or your team need to 

provide, such as access to areas or escorts 

when required, as well as managing the oc-

cupants surrounding the work area. As the 

business representative, you are responsible 

for familiarizing contractors with the build-

ings, safety plans, and house rules specific 

to the business and the buildings managed. 

Most important, as the customer, you must 

dictate the time the work is to be done and 

the start and stop times, and you must also 

verify safe working conditions and mea-

sure the results against the expectations 

detailed in the statement of work.    

When the work is completed, there are 

additional requirements associated with the 

delivery that are your responsibility. First is 

the verification that the work is complete, 

which includes signing and receiving any 

documentation required, such as delivery 

tickets, operation manuals, warranty in-

formation, and surplus material for repairs. 

In some instances, such as construction 

projects, the final documentation may 

not be available for weeks or months after 

the completion of the physical work. Ad-

ditionally, there may be a need to receive 

training specific to the work done or transfer 

knowledge and information from workers 

to customers that will be required in the 

future. In some instances, the training will 

be complicated and may require schedul-

ing at a different time. The delivery is not 

considered complete until all the documen-

tation and training has been delivered.  

The organization’s internal requirements are 

just as important to manage. This includes 

the documentation of the deliverable, add-

ing the equipment to the assets list, and 

informing your customer of the comple-

tion. Managing the internal requirements 

includes those unwritten requests that will 

vendor management: the life cycle approach
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help you manage your workload. These are 

items such as informing critical customers 

or managers of updates in the process or 

completion of the deliverable.  

Managing the Finances
When a job is concluded (or at a set time 

during the work, such as monthly), invoices 

are generated and sent for payment. The first 

step to managing the finances is during the 

qualification of the vendor, because payment 

terms are defined. This includes producing 

the invoice accurately and in a timely manner. 

If information is missing or the format is con-

fusing, redefine the financial expectations 

when you are qualifying the vendor. 

The vendor needs to understand the custom-

ers’ requirements and provide the necessary 

information and a formal invoice, and you 

must manage the internal finances. These 

include the supporting of the company’s 

financial policies and procedures, such as 

understanding the payment cycles and 

what information is required on the invoice, 

including identification of the contract or 

purchase order on the invoice, and sending 

invoices to the appropriate e-mail or physi-

cal address and to the correct recipient. You 

need to understand what the organization’s 

requirements are for processing the invoice 

so that the vendors can be quickly paid. 

It is your responsibility to follow up and 

verify that payments have been made and 

the vendor is satisfied. This is typically done 

in response to a vendor inquiry rather than 

directly reaching out to them. If there is an 

inquiry directed to you, it is your responsibil-

ity to research and follow up with both the 

vendor and your internal team. 

vendor management: the life cycle approach
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Ending the 
Relationship
At the conclusion of each project or contract, 

there is an ending point. This does not automat-

ically mean that the vendor will not be used in 

the future, or that there is not a new contract. 

At the conclusion, the customer is responsible 

for the management of several items:

 � Receiving and inventorying all docu-

mentation and support equipment, 

including receiving any business-relat-

ed data, statutory records, closeout 

manuals, any remaining attic stock, 

spare parts inventory, or maintenance 

documents and instructions;   

 � Managing all warranty requirements, 

including validating or registering any 

new equipment and setting up any 

scheduled maintenance or mainte-

nance contracts that are required; 

 � Validating that all payments have been 

satisfied, including any retention; and  

 � Removing the vendor from the active 

finance records if it is not being used 

again in the next 12 to 18 months.  

Removing the vendor from the active 

finance records prevents the vendor from in-

curring costs associated with items such as 

the certificate of insurance, responding to 

general inquiries, etc. The management of 

vendor lists within an organization requires 

time and effort as well as incurring the cost 

to both the vendor and the customer. The 

ability to minimize the amount of vendors 

being managed reduces the operational 

costs of any business. As the owner of the 

vendor relationships, it is your responsibility 

to have them removed or deactivated from 

the organization’s vendor management 

system. You will need to work within your fi-

nance requirements to determine if there is 

a vendor that can be placed into an inactive 

category rather than to have it deactivated 

because there may be a potential require-

ment to use the vendor in the future.

Vendors are an important part of the 

operation and should be managed with 

the same care and focus as the physical 

assets. Managing a vendor through the life 

cycle approach falls in line with how facili-

ties professionals manage their buildings 

and the equipment supporting them. The 

management of vendors from beginning to 

end has been viewed as an unwanted task, 

but the appropriate attention will move 

your management from “reactive” manage-

ment, where you are reacting to problems 

and issues, to “proactive” management that 

avoids problems and issues by design. This 

enables you to focus on other areas and 

issues that occur on a daily basis. It is impor-

tant to recognize that vendor management 

is essential in the success of any business, 

and understanding that the responsibility of 

managing the vendors is indeed that of the 

owner of the relationship is critical. The ap-

propriate vendor management will increase 

the operational excellence of you and your 

organization. CM
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