
The Human Side of Price Analysis in Federal
Contracting
Price analysis is one of those terms that sounds dry and procedural until you have to actually
do it. In federal contracting, it is the difference between a fair deal and a costly mistake. I have
sat through enough debriefings where a contractor walked away shaking their head because
the government's price analysis felt like a black box. The truth is, it does not have to be that
way. When done well, price analysis is a conversation between the data and the people who
understand the work.

The first thing to understand is what price analysis really asks of you. It is not just comparing a
number to a spreadsheet. It asks whether the proposed price is reasonable given the market,
the complexity of the work, and the risks involved. That sounds straightforward, but in practice
it requires judgment. For example, consider a small business bidding on a five-year IT support
contract. Their price might look high compared to a large incumbent, but that large incumbent
already has the infrastructure in place. The small business has to hire, train, and ramp up. A
rigid price analysis that only looks at unit prices would miss that story.

Why Price Analysis Matters More Than You Think
In federal contracting, cost realism gets a lot of attention. That is the process of evaluating
whether a contractor's proposed costs are realistic for the work they plan to perform. But price
analysis plays a complementary role. It looks at the big picture of reasonableness. Is this price
in line with what others charge for similar work? Is it consistent with the contractor's own
historical pricing? These questions might seem basic, but I have seen contracting officers skip
them when they are under pressure to award quickly. That is when mistakes happen.

One of the most common traps is assuming that a lower price is always better. I once worked
on a construction services contract where the lowest bidder had no experience with the
specialized welding the project required. Their price was low because they underestimated the
labor. The government's price analysis flagged that their labor rates were below the market
average for that skill set. The contracting officer took that seriously and asked for clarification.
It turned out the bidder had planned to use junior welders, which would have led to rework and
delays. The award went to a slightly higher-priced but more qualified offeror, and the project
finished on time. That is price analysis doing its job.

How to Actually Do Price Analysis
Good price analysis starts with good data. You need a baseline. That can come from historical
prices paid by your agency, commercial catalogs, or even publicly available pricing from similar
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contracts. The key is to adjust for differences. A price from two years ago might need an
inflation adjustment. A price from a different geographic region might need a labor market
adjustment. I have seen analysts skip these adjustments and then wonder why their analysis
feels off. It is like comparing the price of a house in rural Texas to one in downtown
Washington, D.C., without adjusting for location.

Another practical step is to break the price into components. If you are buying a service, ask for
a breakdown of labor categories, hours, and overhead. Then compare each component to a
reasonable range. This is where price analysis becomes more than a number check. It
becomes a test of whether the contractor really understands the work. If their hours for a
specific task are far outside the norm, that is a flag worth investigating.

I also recommend using multiple sources of comparison. Do not rely on just one commercial
price list or one historical contract. Cross-check with at least two or three sources. If they all
point in the same direction, you have more confidence. If they disagree, that is a signal to dig
deeper. Maybe the market has changed, or maybe the requirement is unique. Either way, you
learn something about the pricing landscape.

Common Mistakes in Price Analysis
One mistake I see often is treating price analysis as a one-time event done at the beginning of
the procurement. In reality, it should be revisited when the scope changes. I worked on a
contract where the requirement was modified mid-evaluation to include additional data
security requirements. The original price analysis was no longer valid because the new
requirements added costs. The team had to go back and ask offerors to update their pricing. It
was awkward, but it was the right thing to do.

Another mistake is failing to document the rationale. If you reject a price because it is too high,
write down why. If you accept a price that is above the average, explain what factors justified it.
This documentation protects the decision if it is challenged later. And it helps the next person
who works on a similar contract learn from your analysis.

Finally, do not confuse price analysis with cost analysis. Cost analysis digs into the
contractor's actual cost data to verify that their proposed costs are realistic. Price analysis is
broader. It looks at reasonableness without necessarily verifying every underlying cost. Both
are important, but they serve different purposes. Using the wrong tool can lead to wasted
effort or missed risks.

Bringing It All Together With SpendLogic
Tools like SpendLogic can make price analysis more systematic. They help you organize data
from multiple sources, apply adjustments consistently, and document your reasoning. But the



tool is only as good as the thinking behind it. I have seen teams rely on software output without
questioning whether the inputs were correct. Garbage in, garbage out. The human judgment
part never goes away.

What I have learned over the years is that price analysis is most effective when it is
collaborative. Involve the technical experts who know the work. Ask them what a reasonable
price looks like for the specific scope. Involve the contracting officer early so they understand
the analysis and can use it in negotiations. When everyone is on the same page, price analysis
becomes a tool for building trust, not just a compliance check.

If you are new to this work, start small. Pick one contract and do a thorough price analysis
using the steps above. Compare your result to what the team actually decided. See where your
analysis would have helped. Over time, you will develop a feel for what reasonable looks like.
That intuition, combined with good data and a systematic approach, is what makes price
analysis valuable.


