
How to Use a Fully Burdened Rate Calculator to
Improve Your Bids

Why Your Regular Rates Are Costing You Money
When I first started bidding on government contracts, I thought I had a solid handle on my
numbers. I knew my direct labor costs, I knew what I paid for materials, and I added a
comfortable margin. My win rate was decent, but my actual profit margins were always thinner
than I expected. It took a few painful projects before I realized the problem: I was only looking
at part of the picture. The indirect costs I was ignoring were quietly eating into every dollar I
thought I had earned.

Indirect costs can run the gamut from facility rent and utilities to administrative salaries,
compliance tracking, IT support, and even the time your project managers spend on non-
billable tasks. In the world of government contracting, these costs are not optional. The
government expects you to account for them, and if your bid does not reflect your true costs,
you either lose money or lose the bid. That is where a fully burdened rate calculator comes into
play. It forces you to see the full cost picture before you submit a price.

What a Fully Burdened Rate Actually Covers
A fully burdened rate takes your direct hourly wage and adds all the indirect costs associated
with that employee. The idea is to know what one hour of that person's work really costs the
company, not just what you pay them. For example, an engineer earning $50 per hour might
actually cost you $85 per hour once you factor in healthcare, retirement contributions, training,
equipment, and the overhead needed to support that role.

When you use a fully burdened rate calculator, you are essentially building a model of your cost
structure. You enter direct costs, then add pools for overhead and fringe benefits. The
calculator distributes those pools across your labor hours and shows you the true hourly cost.
Some tools also let you split costs by department or contract type, which is especially useful
when you have engineers working on one set of projects and administrative staff on another.
The goal is accuracy, not guesswork.

Common Pitfalls in Rate Calculation
One mistake I see often is that companies treat indirect costs as a fixed percentage added to
every hour. That approach might work for a rough estimate, but it ignores the fact that different
employees have different overhead burdens. A field technician who works mostly from home
will have lower facility costs than a lab scientist who needs expensive equipment and lab
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space. A straight percentage across the board inflates some rates and understates others,
which can lead to a bid that is either uncompetitive or unprofitable.

Another pitfall is forgetting to update the inputs. Overhead costs change every year. Rent goes
up, insurance premiums shift, and benefit costs increase. If you calculate your burdened rates
once and use them for two years, you are almost certainly off. A good fully burdened rate
calculator makes it easy to refresh the numbers regularly, so you can keep your bids accurate
without a lot of manual rework.

How to Choose the Right Tool for Your Team
Not all calculators are built the same. Some are simple spreadsheets you can download and fill
in. Others are more sophisticated software that integrates with your accounting system and
updates in real time. What matters most is that the tool fits the size and complexity of your
operation. A small consulting firm with ten employees can probably get by with a well-designed
spreadsheet and a quarterly review. A mid-size firm with multiple contracts and cost pools will
benefit from a dedicated application that can handle more variables.

I have seen teams try to build their own calculators from scratch. It can be done, but it takes
time to get the logic right, and it is easy to introduce errors. Using a purpose-built fully
burdened rate calculator saves you that headache and gives you confidence that the math is
correct. The best tools also let you run scenarios. What if your overhead goes up by 5 percent?
What if you win a big contract that changes your labor mix? Being able to test those changes
before you commit gives you a real edge in the bidding process.

Streamlining Compliance Along the Way
Government contractors have to follow a lot of rules. The Federal Acquisition Regulation, the
Cost Accounting Standards, and various agency-specific requirements all demand that your
pricing be based on realistic costs. If you ever get audited, having a documented method for
calculating your fully burdened rates is a huge advantage. It shows the auditors that you have a
systematic approach and that your numbers are defensible. Without that documentation, you
are left explaining your costs after the fact, which rarely goes well.

A good calculator also helps with internal consistency. When every project manager uses the
same tool and the same assumptions, you eliminate the variation that can creep in when
people build their own spreadsheets. This consistency makes it easier to compare bids, track
performance, and spot trends over time. It also simplifies training. New employees can learn
one process rather than trying to figure out how the last person cobbled their numbers
together.



Making the Numbers Work for Your Next Bid
Let me give you a concrete example. I worked with a small engineering firm that was bidding
on a two-year contract for technical support services. They had been using a simple multiplier
of 2.5 on direct wages to cover overhead and profit. That gave them a number, but they had no
way to check if it was realistic. When we ran the data through a fully burdened rate calculator,
we found that their actual burdened rate was closer to 2.8 for most positions. The difference
meant that their previous bids had been understating costs by about 12 percent. They had
been leaving money on the table without realizing it.

Once they adjusted their pricing to reflect the true costs, their margins improved immediately.
They did not lose any bids because of the higher prices. In fact, their win rate stayed the same,
because the government evaluators saw that the numbers made sense. The key was that the
calculator gave them a clear, auditable trail from direct costs to final rate. That transparency
builds trust with the contracting officer and reduces the chance of a protest or a dispute later
on.

Practical Tips for Getting Started
Start by gathering your last complete fiscal year of overhead and fringe benefit costs.
Use actual numbers, not budgeted ones.

Identify the cost pools that apply to your workforce. Facility costs, IT, HR, and
equipment are common ones. You may have more depending on your industry.

Allocate each cost pool to the labor hours that benefit from it. A technician in the field
does not need the same office space as a desk-based employee.

Run your numbers quarterly. Overhead changes, and so does your labor mix. Regular
updates keep your rates accurate.

Document everything. Your calculation method and your assumptions should be
written down in case you ever need to explain them.

A Tool That Pays for Itself
Investing the time to set up a good rate calculation process is one of those things that feels
like a chore until you see the results. After you have used a fully burdened rate calculator for a
few contract cycles, you will wonder how you ever got by without it. The indirect costs that
used to slip through the cracks become visible. The guesswork disappears. Your bids rest on a
foundation of real data, and that confidence shows in every proposal you write.

If you are a government contractor, your rates are not just numbers on a page. They are the
basis of your relationship with the government and the measure of whether your business is



sustainable. A thorough, honest calculation of your fully burdened rates is one of the best
investments you can make in your company's future. It keeps you compliant, it keeps you
profitable, and it lets you focus on the work that matters.


