
Getting Subcontract Price Analysis Right in
Construction Bidding

Why Subcontract Pricing Demands Its Own Analysis
Every general contractor knows the feeling. You win a bid, you shake hands, and then the real
work begins. You start breaking down the scope, calling your usual trade partners, and
collecting numbers. That is where the margin lives or dies. If you treat subcontract pricing as a
simple pass-through cost, you are leaving money on the table and exposing yourself to risk. A
proper subcontract price analysis changes that dynamic. It turns a stack of quotes into a
decision tool.

I have been on both sides of this table. As a project manager for a mid-size GC, I used to take
the lowest subcontract quote, add a small markup, and move on. That approach worked until it
did not. One bad electrical bid ate up all the profit on a retail fit-out because I had not checked
the bid against historical data or the current market rates for conduit and wire. That mistake
cost me a bonus and taught me a lesson. Since then, I have built my own spreadsheet models,
and later I started using a subcontract price analysis tool to do the heavy lifting. The difference
is night and day.

What Subcontract Price Analysis Actually Covers
At its core, subcontract price analysis is about comparing multiple bids for the same scope of
work, but it goes deeper than that. A thorough analysis looks at unit prices, material costs,
labor rates, overhead percentages, and the subcontractor’s history of change orders. You want
to know not just what they quoted, but whether that number makes sense for the current
market and for the specific project conditions.

For example, if you are bidding a school renovation in a coastal city, you expect higher labor
rates than you would get in a rural area. You also expect certain materials to carry a premium
because of humidity or salt air. A raw quote does not tell you that. You need to benchmark it
against regional data and against the subcontractor’s own track record. That is where the
analysis becomes a negotiation tool, not just a comparison sheet.

The Components I Always Check

When I run a subcontract price analysis, I break it into five areas. I do not always use a formal
list, but these are the questions I ask every time:

Scope alignment: Does the quote actually cover the same work as the other bids?
Many times a low bid is low because it leaves out a critical line item.
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Material pricing: Is the material cost in line with current commodity prices? I check
things like lumber, steel, and copper against published indexes.

Labor assumptions: How many hours does the quote assume? If it looks too lean,
that could mean overtime charges and change orders later.

Overhead and fee: What percentage is built in? Some subs hide their overhead in the
unit rates, others show it separately. You need to compare apples to apples.

Exclusions and conditions: Are there any notes about site conditions, working hours,
or access constraints? Those can turn a good price into a bad deal.

Going through this checklist on every major trade saves headaches later. It also helps you
defend your own bid to the owner or client. When you can explain why you chose a slightly
higher quote, you build trust.

Common Traps and How to Avoid Them
One trap I see often is the “split scope” problem. A general contractor sends out a request for
quote that covers all concrete work. One subcontractor comes back with a price that covers
everything, but another quotes only the forming and placing, leaving the finishing work to be
done by someone else. If you just compare the bottom lines, you might pick the cheaper one
and then scramble to cover the missing scope. Subcontract price analysis forces you to align
the scope first, then compare numbers.

Another trap is ignoring the subcontractor’s financial health. A low price from a sub who is
struggling to pay their suppliers is not a bargain. It is a risk. I have had subs walk off a job
because they could not get material on credit. That delay cost far more than the difference
between their bid and the next lowest one. A good analysis includes a quick check on bonding
capacity and recent payment history.

Then there is the issue of escalation. In volatile markets, material prices can shift between the
time a sub quotes and the time they actually order. Some quotes include escalation clauses,
others do not. You need to understand which is which and factor that into your decision. I have
seen projects where the steel price jumped twenty percent between bid day and the start of
construction, and the sub who quoted a firm price ate that cost. That sub might not bid on your
next job.

A Practical Example

Let me walk through a real scenario. I was working on a three-story office building. We had five
mechanical subcontractors quote the HVAC work. The range was wide: from $1.2 million to
$1.6 million. The low bid looked great on paper. But when we ran the subcontract price
analysis, we noticed that the low bidder had used an older version of the energy code,



assumed a lower labor rate than the prevailing wage in that county, and excluded the
commissioning work entirely. The next lowest bidder was only $40,000 higher but included all
the required testing and had a better track record on similar projects. We went with that one.
The project finished on time and under budget. That $40,000 difference was cheap insurance.

Tools and Approaches
You can do subcontract price analysis with a spreadsheet, and many people do. I started that
way. But a purpose-built tool saves time and reduces errors. It can pull in historical data, apply
standard markup rules, and flag outliers automatically. The demonstration copy of a
subcontract price analysis tool that I have seen handles these comparisons well. It lets you
enter multiple bids, align scope items, and see a side-by-side breakdown of unit prices and
totals. It also keeps a history so you can track a sub’s pricing trends over time. That kind of
data is gold when you are negotiating on a tight margin.

That said, no tool replaces judgment. The analysis gives you the facts, but you still need to
decide which subcontractor to trust. I always call the references, and I always ask about
change order history. A sub who comes in low and then hits you with ten change orders is not
cheap. The analysis helps you see that pattern if you have the data.

Building a Better Bidding Process
If you are a project manager or estimator, I recommend making subcontract price analysis a
standard step in your workflow. Do not wait until you have a problem. Set up a template with
your must-check items, train your team to use it, and review the results together. Over time, you
will build a database of reliable data that makes every bid more accurate.

One more thing: share your analysis with your subcontractors when it makes sense. If you can
show a sub that their price is high compared to the market, they might sharpen their pencil. I
have had subs thank me for the feedback because it helps them understand where they are
losing jobs. That kind of transparency builds long-term relationships, which are worth more
than a one-bid discount.

Wrapping Up

Subcontract pricing is not a commodity. It is a complex mix of labor, material, overhead, and
risk. Treating it as a simple number to beat down leads to trouble. A structured subcontract
price analysis gives you the clarity to choose wisely, the confidence to defend your decisions,
and the data to improve over time. Whether you use a dedicated tool or a well-built
spreadsheet, the discipline of analyzing quotes thoroughly will pay for itself many times over.



The next time you get a stack of bids, take the extra hour to run the numbers properly. Your
project, and your bottom line, will thank you.


