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Introduction 
 
The purpose of this knowledge paper is to outline some of the key steps involved in pricing a 
government bid so that companies can submit winning proposals.  It is based on numerous 
lessons learned while working on hundreds of procurements. Pricing (shown in dark blue) is a 
key part of The Ten Factors That Influence Winning government contracts (Figure 1). 
 

Figure 1 – Ten Factors That Influence Winning 
 
The federal government has entered an extreme phase of cost competitiveness where a 
majority of bids are awarded on the basis of a Lowest Price Technically Acceptable (LPTA) 
evaluation. But even “best value” procurements are mostly awarded to the lowest bidder or, 
at best, to a slightly higher cost bidder with an outstanding solution. This means that you 
need to have the information at your fingertips necessary to develop winning pricing 
strategies.  
 
There are five key components to positioning a company to submit successful, competitive 
bids: (1) Available Funding - identify the government’s available funding, (2) Should Cost - 
establish the “Should Cost” for specific pursuits, (3) Price Competitiveness - determine 
whether your current cost pools and bidding practices are competitive in your target 
markets, (4) Labor Rate Analysis - research, reverse engineer, analyze, and compare you 
and your competitors’ labor rates, G&A, overhead, fringe and material costs, (5) Pricing 
Analysis - determine the price that you will need to win.  
 
These five factors are discussed in more detail in the following sections. 

 
1. Available Funding 
 
When funding information for a pursuit is not easily available, you can often get an 
educated estimate by triangulating data and metrics from a wide variety of sources (see 
Figure 2). Primary sources are the President’s budget, FPDS contract spending, FedBizOpps, 
open source data points, appropriate agency websites and other government websites. 
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This helps determine the ceiling price and 
confidence factor for the target pursuit and 
aids in bid/no bid decision and bid pricing 
strategy development.  
 
2. Should Cost 
 
Performing a specific analysis of what the 
government believes the pursuit Should Cost 
based on past performance and future-
influencing factors also helps you develop your 
pricing strategy. 
 
Figure 2 is an example of program cost 
information based on an opportunity in 
Centurion’s Business Intelligence NOWTM 
(biNOW) tool. 
 
3. Price Competitiveness 
 

If you are consistently losing on price, trying to move into another market segment, 
reorganizing or transitioning from a small business to a large business, a price competitiveness 
analysis will determine if your pricing is competitive and what you need to do if you are not.  
Too often, when encountering one of these situations, companies do not take the time to 
analyze their cost pool structure and cost elements, as shown in the example below, from a 
design-build project. This assessment should then be considered in light of the bidding 

 

 

Figure 2 – Program Budget Information 
 

Figure 3 – Design-Build Project Cost Elements (intentionally blurry) 
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practices related to these pools and disclosure statement details to determine if the cost 
pool structure and rates allow you to be competitive in a particular market. Our pricing 
experts can help if you lack the internal resources or bandwidth to perform this analysis. 

 
4. Labor Rate Analysis (Reference Figure 4) 
 
Perform reverse engineering on contracts with available financial information to determine 
burdened labor rates, direct labor rates, average rate per hour and total contract value, as 
appropriate. This will provide data to assist in determining whether to bid on a recompete or 
similar contract and if so, what the competition, including the incumbent(s), might bid.  
 
Research GSA and other rate schedule, labor 
category and burdened labor rates for your 
specific service areas and target agencies. Next, 
map these labor categories to various salary 
surveys and calculate the burden for each labor 
category. Identify and discard gamed or unused 
labor rates and then average remaining rates 
into competitive wrap rates (see Figure). 
 
This analysis will result in insight into the wrap rates 
and bidding strategies of competitors. Clearly, 
these activities can all be overwhelming. But, 
especially on highly competitive bids, the hard 
work has been proven to pay enormous 
dividends. 
 
Figure 5 is an example of competitive pricing data from Centurion’s biNOW database from a 
real multiple award contract just to give you an idea of what’s available. 

 
 
 

5. Pricing Analysis 
 
In a simplified manner, Figure 6 illustrates a possible outcome of a competitive price 
assessment based on the information described in the previous pricing sections.  

Figure 4 – Key Labor Rate Analysis Factors 
 

Figure 5 – biNOW Competitive Pricing Data Example 
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It summarizes the results of an analysis of the government’s most likely Should Cost estimate 
and a determination of the most likely competitive range for source selection. 
 
By understanding where your company falls in the competitive range as it relates to the 
customer’s probable Should Cost and the likely competitors, you can determine if you 
should even bid the job and, if so, what changes or actions you might need to take to your 
capture strategy including staffing mix to achieve your target price.  
 
If this contract was a best-value procurement, then your company’s position as shown 
above might be sufficient assuming you have outstanding key personnel, client relations and 
past performance. On the other hand, the delta between your price and the Company A 
and B prices probably would not allow the government to award you the contract on a best 
price, technically acceptable acquisition. 

 
Figure 7 is another example 
of a competitive pricing 
exercise for a development 
project based on an estimate 
of the government Should 
Cost, previous contract data 
and competitor wrap rates. 
 
There are, of course, much 
more sophisticated pricing 
tools and methodologies. But, 
for many smaller contractors, 
even a simple cost 
competitive exercise can 
make a big difference. 

 
 

Figure 6 – Determination of Competitive Range 
 

Figure 7 – Competitive Pricing Example 
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    Conclusion 

 
There are many factors that should be evaluated to make sure you understand a target 
agency and contract. Try to identify the customer’s typical award criteria for the specific 
type of contract you are interested in bidding. Also, how sensitive is the agency to price and 
what key pricing elements are most likely to impact your price? Consider what the risk to 
your company is for the contract type, project deliverables and schedule. Understand how 
an agency runs an acquisition, what the stakeholder and evaluator concerns are, and some 
background on the likely selection official. 
 
Pricing your bid is more critical now than ever. Some of the key activities necessary to 
determine your bid price are: 
 

• Analyze competitive landscape 
• Analyze the customer’s view – their likes and dislikes 
• Determine the agency’s pricing/award history 
• Model the competition’s pricing 
• Develop a cost basis and justification 
• Model your bid price 

 
Finally, consider your ability to successfully perform at the bid price, especially on fixed price 
or performance-based contracts. 
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Learn more about this and other business development topics during our free 30 minute 
Federal Contractor Knowledge Webinars including:  
 

• How to Identify and Use Customer, Competitive and Pricing Intelligence to Win More 
Business 
 
• Analytics and Business Development 

 
and in over 40 useful Business Development Tips. 
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The full suite of iNOW products and services is illustrated in this diagram. 
Visit www.centurionresearch.com for more information. 


