
 

 

 
 

 
Partnership for Procurement (P4P) – Supporting 
Scotland’s Third Sector 
 
Setting the price of a tender submission is a critical part of the bid process. Costing a product or 
service is relatively straightforward, but there is no definitive way in which to set price and many 
different factors need to be taken into consideration.   
 
This guide outlines some of the different ways that you can cost your service and outlines some of 
the different ways in which you can set the price of your tender.  You can use this guide to help 
you price your tender and to prompt discussion as to the method you use.    
 

Context 
 

Most Economically Advantageous Tender (MEAT) 
 
Following the implementation of the Sustainable Procurement Duty, public sector buyers in 

Scotland are no longer allowed to purchase goods or services based on price alone. Contracts must 

be awarded based on “most economically advantageous tender”, or “MEAT”. Contracting 

authorities are obliged to disclose the criteria on which they are relying to determine MEAT and any 

associated weightings or order of priority. 

If the weighting is 70% price to 30% quality, then obviously a competitive price will be far more 

important than if the weightings are reversed. Buyers tend to score more highly on price when there 

is plentiful supply and low risk associated with the purchase. 

Value for Money  
 
A key term when considering your pricing strategy is ‘value for money’ the balance between quality 
and price.  You must take a note of the price/quality weighting in the tender document and be 
able to clearly show how your tender proposition achieves value for money for the purchaser, whilst 
allowing yourself room to cover your costs and to make a profit. 
 

Pricing – things to think about  

• What is the current pricing/value of the contract? 

• What might competitors charge?  

• What level of margin do you require and how might you achieve this?  

  



 
 
 
 
 
 
 

Tender requirements  
 
Before you price a tender, check the instructions in the bid specification. These will usually detail 
how the costs should be displayed so that bids are easier to compare. 
 
This could be  
 

• Total price 

• Price per day 

• Price per half day  

• Hourly rate  

• A combination of these  

You may be asked to complete a pricing schedule and could be asked to provide: 
 

• a breakdown of component costs at each stage of the project - e.g. weekly or monthly 

• staff time and costs 

• management time and costs 

• administration time and costs 

• estimates of reimbursable expenses 

It is important to fully understand the tender requirements and the format of your response before 

pricing the tender. 

 

Costing and Pricing 

 
It is important to understand that costing and pricing are different things.  Costing refers to 

calculating the total costs incurred in the delivery of a service.  Pricing involves setting the price 

that you charge a customer and can include the costs plus a margin/profit.   

 

Costing 
 
There are two distinct stages to pricing your bid. 
 

Stage 1 - Understanding the full costs of delivery 
 
Work out what resources your organisation is going to need in order to deliver the required 

service / product as specified within the tender documentation.  Developing a Project Plan can be 

a helpful process in defining how you will deliver the tender specification but also what resources 

need to be costed.  This will form the basis of calculating the ‘direct costs’ of delivering the 

contract.   

 

If the contract delivery is over several years, you will want to consider inflation and any other 

potential increased costs over the duration of the contract term.   

 
 
 



 
 
 
 
 
 
 

 
Direct Costs 
The direct costs of a product or service is the cost incurred in producing and supplying the product 
or service as specified within the tender documentation.  These costs are known as ‘variable 
costs’ because they vary in direct proportion to the service delivered/number of units required 
within the tender specification.   Direct costs include, for example venue hire, transport costs, 
resources and direct wages (that is the wages of staff employed specifically to produce the 
product or deliver the service e.g. sessional staff).  
Once you have calculated the direct costs you need to calculate  
 

Fixed Costs (Overheads)  
These are the costs that are incurred regardless of whether you are delivering services.  These 
fixed costs are also known as ‘overhead costs’ and include items such as employee salaries 
(overall management, administration), rent, rates, insurance and depreciation in the value of fixed 
assets such as machinery or equipment.  It is important when calculating the fixed costs for a 
tender that fixed costs included are relevant to the delivery of the tender.  Once you have 
calculated what your total fixed costs are.  You need to work out how to apportion these across 
the work that you do.  There is no definitive way to apportion overheads and this can be different 
dependant on the type of organisation and the nature of its work, there are however some 
common methods including: 
 

• Working days (Productive days - i.e.. allowing for holidays) 

• Working hours (Productive hours) 

• Staff numbers 

• Premises usage 

• Number of users/beneficiaries  

It is worth referring to the instruction in the tender about how costs need to be displayed as this 
might dictate the method of apportionment you use.   
 
Once you have decided the best method of apportioning overhead costs within your organisation.  
You need to divide the total overhead costs by the number of units (as dictated by the method of 
apportionment) 
 

Total Fixed costs      =    Fixed Costs per unit  
Total units  
 
You then need to work out how many units of delivery are involved in the delivery of the contract 
e.g. Number of working days or Number of working Hours.  
 

Direct Costs + (Fixed Costs per unit x No of Units) = Total Cost 
  



 
 
 
 
 
 
 

Stage 2 - Deciding how to price your solution for the bid 
 
Ideally you want to set a price high enough to cover the costs, but low enough to be competitive.  

In addition, it needs to take account of what competitors might charge and how much the buyer 

will be prepared to pay.  Setting too high a price may make your bid less competitive, setting too 

low a price can affect your ability to deliver the contract and have an adverse effect on the 

sustainability of your organisation.   

 

It is important to research your market carefully to determine the price range that you can charge.  

Good sources of information can be contract registers and previous contract awards. 

 

Pricing Methods  
There is no definitive way to price a tender, there are several different methods which include 

 

Cost plus pricing – This is a very common pricing methodology.  You take the total cost of 

delivering the tender and then add your margin (e.g. percentage mark-up/profit) to get to the 

selling price.  You can then compare this price with the market rate.  It’s a good starting point for 

pricing tenders.   

 

Value based pricing – This means selling at a price that customers are willing to pay.  It may 

be higher than cost plus.  Especially if you offer something that is premium, scarce or needed 

urgently.  However, you may find it is lower than cost plus, in which case you may need to review 

your costs, overheads and margin to make sure that you are sufficiently covering your costs and 

making enough of a margin that is acceptable to your organisation.     

 

Top tips  

 

• Do not leave pricing your bid until the last minute, factor it in at an early stage in the 

process  

 

• Price only what is asked for in the tender documents and is outlined within the project plan 

otherwise you may inflate your costs and become uncompetitive. 

 

• Know your market, find out as much information as possible about previous and similar 

tenders.  Use information available on Public Contracts Scotland to really understand the 

market you are operating in. 

 

• Before you price a tender, check the instructions in the bid specification. These will usually 

detail how the costs should be displayed and what breakdowns and information needs to 

be provided 

 

• Price is important but it is often not the most important issue for a buyer.  Meeting the 

buyers needs as detailed within the tender specification and differentiating your bid in 

terms of quality may allow you to charge more - always refer to the price quality weighting. 


