How Federal Contract Pricing Rules Shape Your
GSA Schedule Strategy

Understanding the Ground Rules for Government Pricing

Working with the federal government means learning a whole new language. One of the first
phrases you encounter is "federal contract pricing rules." These rules are not just bureaucratic
hurdles. They are the foundation of any successful GSA Schedule contract. | have seen
companies stumble because they treated pricing like a simple negotiation. It is not. It is a
structured process that demands transparency and consistency.

When | started advising small businesses on GSA Schedules, | noticed a common mistake.
Companies would offer their best price to the government right away, thinking that would win
the contract. But that approach ignores the reality of the rules. The government wants to know
that your pricing is fair and reasonable compared to what you charge your other customers.
This is where the concept of "most favored customer" pricing comes in. You must disclose
your best commercial pricing, and the government expects a discount from that level. Getting
this wrong can lead to audit issues down the road.

The federal contract pricing rules are designed to protect taxpayer dollars. They ensure that the

government gets a good deal without overpaying. But they also protect you as a contractor. By
following a clear set of guidelines, you avoid leaving money on the table or accidentally
underpricing your work. The key is to understand the logic behind the rules, not just the text.

What Are GSA Schedule Pricing Rules?

GSA Schedule contracts are a big part of the federal marketplace. They allow agencies to buy
from a pre-approved list of vendors at negotiated prices. The pricing rules for these contracts
are specific. They require you to show how your government price compares to your
commercial price. This is called the "price discrimination" test. You need to show that the
government is getting a better deal than your commercial customers, or at least as good a deal
as your best commercial customer.

One thing | always emphasize to clients is that the rules are not static. They evolve. For
example, the GSA now uses a system called "Transactional Data Reporting” (TDR) for some
contracts. Under TDR, instead of negotiating a fixed price for every item, you report actual
sales data. The government then uses that data to assess pricing. This changes how you think
about your pricing strategy. You are no longer just agreeing on a price list. You are agreeing to
report your actual transaction prices. This transparency can be a good thing if you have
competitive prices, but it also means you need to track your pricing data carefully.
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The rules also cover how you handle discounts. If you give a special discount to a commercial
customer, you need to offer a similar discount to the government. This is where the "most
favored customer” rule comes in. You must identify your best commercial customer and the
discount they receive. Then you offer a discount to the government that is at least as good.
Many new contractors are surprised by this. They think they can keep their best pricing for their
favorite commercial clients. But the federal government wants to be your most favored
customer. If you are not prepared for this, it can be a shock.

Pitfalls in Federal Contract Pricing

Over the years, | have seen several common pitfalls. One is the assumption that you can raise
your prices after the contract is awarded. Under a GSA Schedule, you generally cannot raise
prices without approval. You can lower them, but raising them is hard. This means you need to
set your initial price carefully. Another pitfall is not understanding the role of the "Price
Reduction Clause." This clause says that if you lower your price to a commercial customer
during the contract period, you must also lower your price for the government. This can create
a chain reaction. If you offer a big sale to a commercial client, you might have to lower your
government price as well. It is important to think through the long-term implications of any
pricing move.

There is also the challenge of data collection. To comply with the federal contract pricing rules,
you need to track your commercial sales data meticulously. This includes discounts, rebates,
and any other incentives you offer. If you are a small business with a simple sales process, this
might be straightforward. But if you have complex pricing with multiple tiers and special deals,
it can be a burden. | always advise clients to set up a system for tracking pricing data from day
one. It is much harder to go back and reconstruct the data later.

Practical Steps to Comply and Succeed

So how do you navigate these rules without getting lost? Here are a few practical steps | have
seen work well.

e Start by documenting your commercial pricing structure. List your standard prices,
your discounts, and your best customer. This gives you a baseline.

e When preparing your GSA offer, be honest about your discounts. Do not try to hide
your best price. The government will find out during the audit process, and hiding it
can lead to penalties.

e Think about your pricing strategy as a long-term commitment. If you offer a deep
discount to the government now, you cannot easily take it back later. Make sure the
discount is sustainable.



e Consider using the Transactional Data Reporting option if it is available for your
contract. It can simplify the negotiation process and give you more flexibility in
pricing.

e Work with a consultant or a lawyer who specializes in GSA contracts. The rules are

complex, and a small mistake can be costly. | have seen companies save thousands
of dollars by getting professional advice upfront.

These steps may seem basic, but | have seen contractors skip them and pay the price. The
federal contract pricing rules reward preparation and penalize shortcuts.

How the Rules Affect Your Business

The impact of these rules goes beyond the contract itself. They affect your commercial
business as well. For example, if you have a GSA Schedule, your commercial customers might
learn that the government is getting a better price than they are. This can strain relationships.
You need to think about how to structure your commercial pricing so that the government
discount does not upset your other customers. Some companies create a separate product
line for the government, with different features or service levels. This can be a smart way to
maintain different pricing without violating the rules.

Another effect is on your cash flow. Government contracts often have slower payment cycles
than commercial ones. If you offer a deep discount to win a GSA contract, you might end up
with thin margins and slow payments. That combination can be dangerous. | always tell clients
to factor in the cost of capital when setting their government price. A lower price might win the
contract, but it could also eat into your profits if you have to wait 60 or 90 days to get paid.

Finally, the rules create a culture of transparency. When you work with the government, you are
subject to audits. The GSA can request your pricing data at any time and compare it to what
you reported. If there are discrepancies, you could face fines or even debarment. This is not a
reason to avoid government contracts. It is a reason to take the rules seriously. | have worked
with companies that embraced the transparency and used it as a competitive advantage. They
could tell potential government customers, "We are fully compliant and our pricing is fair." That
trust is valuable.

Final Thoughts on Navigating the System

The federal contract pricing rules are not going away. They are a permanent part of doing
business with the government. But they are also a tool. If you understand them, you can use
them to your advantage. You can structure your pricing to be competitive without being
reckless. You can build a system that keeps you compliant without overwhelming your staff.
And you can win contracts that provide steady revenue for years.



| remember working with a small IT company that was nervous about its first GSA proposal.
They had good products and competitive prices, but they were intimidated by the paperwork.
We walked through the pricing rules step by step. They collected their commercial data,
identified their best customer, and prepared a clear offer. The result? They won the contract
and have renewed it multiple times. The key was not cutting corners. It was understanding the
rules and working within them.

If you are considering a GSA Schedule, do not let fear of the rules stop you. The rules are there
to create a fair marketplace. Take the time to learn them. Use them as a guide. And remember
that the goal is not just to win a contract. It is to build a sustainable relationship with the
government that benefits both sides. That is what the federal contract pricing rules are
designed to support.



