
How to Achieve Fair and Reasonable Pricing in
Federal Procurement

The Real Challenge of Fair and Reasonable Pricing
Anyone who has worked in federal procurement knows that the phrase "fair and reasonable
pricing" carries a lot of weight. It is not just a compliance checkbox. It is the foundation of
every sound contract award, and it is also one of the hardest things to get right. I have sat
through countless proposal evaluations where the team debated whether a price was truly fair,
given the market conditions, the contractor's costs, and the government's needs. The judgment
calls involved are rarely straightforward.

Federal Acquisition Regulation Part 15 requires contracting officers to determine that the price
is fair and reasonable before awarding any negotiated contract. But what does that actually
mean in practice? It means you need a defensible, data-driven method for assessing the
proposed cost against something real. That something is usually a price analysis, which
compares the offered price to competitive quotes, historical prices, or independent cost
estimates.

The difficulty is that without the right tools, price analysis becomes a guessing game. You
might rely on your own memory of past buys, or on a spreadsheet that no one has updated in
months. That is where things get risky. A weak price analysis can lead to overpayment, audit
findings, or even a protest. And no one wants to explain to an inspector general why they
accepted a price that was 30 percent above what a similar contractor offered last quarter.

Why Price Analysis Matters More Than Ever
The procurement landscape has changed a lot in the last decade. We see more sole-source
awards, especially for small businesses and innovative technologies. We also see more
pressure to move quickly. When a program manager needs a solution fast, the temptation is to
accept the first reasonable-looking quote and move on. But that is exactly when the risk of an
unreasonable price spikes.

I recall a case from a few years back where an agency was buying specialized IT services. The
contracting officer had a single quote from a well-known vendor. The price seemed high, but
the vendor had a strong reputation. Without a second bid, the contracting officer had to rely on
a cost breakdown provided by the vendor. That breakdown turned out to be inflated by nearly
20 percent in labor rates. A proper price analysis, using independent salary data and a
comparison to similar contracts, would have caught that immediately. Instead, the agency



overpaid and eventually faced a GAO recommendation to strengthen its cost analysis
procedures.

That is the kind of situation that keeps procurement professionals up at night. The good news
is that there are proven ways to avoid it. The key is to systematize your price analysis so that it
is repeatable, transparent, and grounded in real-world data. That is where compliance with the
FAR's requirements for fair and reasonable pricing becomes manageable, not mythical.

Building a Solid Price Analysis Foundation
Let me walk through the main methods that work in practice. The FAR lists several techniques,
but the most common are: comparison of proposed prices to competitive quotes, comparison
to historical prices paid by the government, comparison to published price lists or market data,
and comparison to independent cost estimates. Each method has its own strengths and
weaknesses.

Competitive quotes: The gold standard, but not always available. Even one additional
quote can give you a baseline. Two or more are better.

Historical prices: Useful if the same item or service was bought recently. Watch out
for changes in scope, quantity, or market conditions.

Market data: Published indices, salary surveys, and commercial catalogs. Requires
judgment about what is comparable.

Independent cost estimates: Build your own from the ground up. Time-consuming but
very reliable for complex or novel buys.

In my experience, the best approach is to use at least two methods and reconcile the results. If
competitive quotes and an independent cost estimate both point to the same range, you can
be confident. If they diverge, dig deeper. Maybe the scope is different, or maybe the market has
shifted. That is where professional judgment comes in, supported by data.

Common Pitfalls and How to Avoid Them
Even experienced contracting officers fall into certain traps. One is relying too heavily on a
single data point. I have seen teams accept a price because it was within 5 percent of a single
historical contract, without checking whether that historical contract was itself a good deal.
Another trap is ignoring the impact of quantity discounts or bundling. A price that looks fair for
a small order may be unreasonable for a large one, and vice versa.

Another common mistake is treating price analysis as a one-time event that happens after all
proposals are in. In reality, the best analyses start early. You can gather market intelligence
during the pre-solicitation phase, talk to industry, and review past buys. That way, when
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proposals arrive, you already have a benchmark in mind. This proactive approach saves time
and reduces the chance of being blindsided by a high or low price.

Also, do not forget the human element. Price analysis is not just about numbers. It is about
understanding the vendor's business. Why did they bid that price? Are they hungry for a
government contract to build a reference? Or are they a sole source with little incentive to
compete? Asking those questions helps you interpret the data correctly.

Practical Steps for Fair and Reasonable Pricing
So how do you put all this into action? Here is a short list of steps that I have seen work well
across different agencies and contract types.

1. Define your baseline early. Collect historical prices, market research, and any prior
cost estimates before you issue the solicitation.

2. Require sufficient detail in proposals. A single bottom-line number is not enough. Ask
for a breakdown of labor categories, materials, overhead, and profit.

3. Use a structured comparison tool. Spreadsheets are fine, but dedicated software can
automate comparisons and flag outliers. SpendLogic's tools, for example, are built
specifically for this kind of FAR-compliant analysis.

4. Document your rationale. Write down which methods you used, what data you relied
on, and why you concluded the price was fair. That documentation is your defense in
an audit or protest.

5. Involve a second set of eyes. A peer review of your price analysis can catch blind
spots. It also builds institutional knowledge.

These steps may seem basic, but I have seen them make the difference between a smooth
award and a protracted dispute. The goal is not to eliminate all judgment. It is to ensure that
your judgment is well-informed and defensible.

The Bigger Picture: Value and Trust
At the end of the day, achieving fair and reasonable pricing is about more than compliance. It is
about getting the best value for the taxpayer and building trust with contractors. When vendors
know that your agency does thorough price analysis, they are more likely to offer competitive
prices from the start. They know that inflated numbers will be caught and that the process is
fair. That trust leads to better relationships and, ultimately, better outcomes for the mission.

I have seen agencies that invest in good price analysis processes get better proposals, fewer
protests, and stronger audit results. They also save money, sometimes millions of dollars over
a few years. The investment in training, tools, and time pays for itself many times over. And it



makes the job of the contracting officer more rewarding, because you are not just pushing
paper. You are making smart, defensible decisions that serve the public interest.

So if you are still relying on gut feel or a single spreadsheet, consider upgrading your approach.
The tools and methods exist to make fair and reasonable pricing a routine part of your
procurement process. All it takes is the will to use them consistently and the discipline to keep
learning from each buy. That is the path to becoming a true procurement professional, one who
can stand behind every price determination with confidence.


