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Pricing Pitfalls
Building Proper Bidding Foundations

Proper pricing structures are the cornerstone of

competitive bidding and contract administration. With

reference to a number of recent case studies, this

discussion will explain the importance of laying a solid

foundation for your tendering and contracting cycles by

avoiding common pricing pitfalls in the RFX drafting

process. It will cover the following topics: (1) Pricing

Structures; (2) Payment Terms; (3) Volume Commitments;

and (4) Price Evaluations.
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Read the full article in the 

October 2016 issue of 

Purchasing B2B magazine

http://issuu.com/glaciermedia/docs/pb2b_oct2016_de/43?e=1087626/40083550


Pricing Pitfalls
1. Pricing Structures

Aligning your project scope with clear pricing structures

should be the first step in any RFX design planning

process. The failure to select proper pricing structures at

the outset of the drafting process will inevitably lead to

drafting delays, as well as potential evaluation issues and

post-award performance problems.



Pricing Pitfalls
1. Pricing Structures

Rather than integrating pricing as an afterthought at the

end of the drafting process, it is much more efficient to

develop your detailed specifications and evaluation plans

on the foundation of properly designed pricing structures.

This should be the first step in your planning process.

Read More:
 Selecting an Appropriate Pricing Structure

 Canadian Federal Government Ranks Pricing Structures

 World Bank Recommends Contract Pricing Structures

 World Bank Recommends Price Models for Consulting

http://procurementoffice.com/world-bank-recommends-price-models-for-consulting-contracts/
http://procurementoffice.com/selecting-an-appropriate-pricing-structure/
http://procurementoffice.com/canadian-federal-governments-supply-manual-ranks-pricing-structures/
http://procurementoffice.com/world-bank-recommends-different-contract-pricing-structures/
http://procurementoffice.com/world-bank-recommends-price-models-for-consulting-contracts/


Pricing Pitfalls
2. Payment Terms

In a competitive bidding process, your pricing structures

serve the dual role of providing the format for bid

evaluation and also providing the framework for payment

under the awarded contract. However, there is a tendency

to focus on pricing structures as an evaluation tool while

overlooking the need to ensure that the pricing structures

also serve as a useful leverage point to properly manage

contract performance.



Pricing Pitfalls
2. Payment Terms

Project teams should ensure that their pricing structures

are properly aligned to contract administration. A common

pitfall in this area is the failure to align pricing formats with

the stages of contract performance and the corresponding

timing of payment obligations. The failure to align

performance and payment increases the risk of contract

performance disputes.

Read More:
 No Meeting of the Minds in University Building Project

 Slow Payment Terms Breach Federal Rules

 Parties Dispute Retroactivity of Annual Rate-Review Clause

 Court Upholds Rejection of Unbalanced Bids

 Court Strikes Down Post-Bid Price Adjustment

http://procurementoffice.com/no-meeting-of-the-minds-in-university-building-project/
http://procurementoffice.com/slow-payment-terms-breach-federal-rules/
http://procurementoffice.com/parties-dispute-retroactivity-of-annual-rate-review-clause/
http://procurementoffice.com/court-upholds-rejection-of-unbalanced-bids/
http://procurementoffice.com/court-strikes-down-post-bid-price-adjustment/


Pricing Pitfalls
3. Volume Commitments

As a basic commercial rule, lower quantities attract higher

unit costs and high quantities lead to lower unit costs.

However, project teams often overlook the economies of

scale when establishing their pricing strategies and enter

the marketplace expecting competitive pricing without

making any clear volume commitments.



Pricing Pitfalls
3. Volume Commitments

The failure to clearly define project scope and

corresponding work volumes can lead to distortions in the

evaluation process and disputes in contract performance.

While it may not be possible to predict future requirements

with complete accuracy, a purchasing institution remains

under a duty to be as accurate as possible in disclosing its

anticipated volumes.

Read More:
 Government of Fiji Liable for Low Volume Orders

 Bronx Turf Battle Leads to Damages in Contract Dispute

 Material Cost Surge Triggers Group Purchasing Dispute

 Historical Data Material to Bid Evaluation

 Mounties Busted for Improper Disclosure

 Court Awards $40 Million Due to Flawed Disclosure

http://procurementoffice.com/government-of-fiji-liable-for-low-volume-orders/
http://procurementoffice.com/bronx-turf-battle-leads-to-damages-in-contract-dispute/
http://procurementoffice.com/material-cost-surge-triggers-group-purchasing-pricing-dispute/
http://procurementoffice.com/historical-data-material-to-bid-evaluation/
http://procurementoffice.com/mounties-busted-for-improper-disclosure/
http://procurementoffice.com/court-awards-40-million-due-to-flawed-disclosure-and-unfair-incumbent-advantage/


Pricing Pitfalls
4. Price Evaluations

Fair evaluations are the foundation of the competitive

bidding process and clear pricing structures are the

foundation of fair evaluations. The failure to disclose how

the evaluation team will collect, assess and score pricing

information exposes a project team to significant bid

challenge risks.



Pricing Pitfalls
4. Price Evaluations

Project teams should therefore ensure that they have a

clear and transparent price evaluation plan and should

avoid using any hidden formulas, criteria or processes in

those evaluations.

Read More:
 Post-Bid Scope Change Fatal to Fair Price Evaluation

 Open-Ended Pricing Structure Sparks Belfast Bid Battle

 Court Finds Flawed Net Present Value Cost Calculations in Water Meter Bid

 Defense Department Makes Indefensible Post-Bid Price Adjustments

 Navy Ordered to Re-evaluate Arbitrary Cost Assessment

 Flawed Price Assessment Leads to Re-Evaluation Order

http://procurementoffice.com/post-bid-scope-change-fatal-to-fair-price-evaluation/
http://procurementoffice.com/open-ended-pricing-structure-sparks-belfast-bid-battle/
http://procurementoffice.com/court-finds-flawed-net-present-value-cost-calculations-in-water-meter-bid/
http://procurementoffice.com/defense-department-makes-indefensible-post-bid-price-adjustments/
http://procurementoffice.com/navy-ordered-to-re-evaluate-arbitrary-cost-assessment/
http://procurementoffice.com/flawed-price-assessment-leads-to-re-evaluation-order/


 Align your pricing structures with your contract scope

 Integrate your pricing structures with your payment schedule

 Make your volume commitments as accurate as possible

 Have a clear and transparent price evaluation plan

Pricing Pitfalls Checklist
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