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Profit Margin

Selling and Administrative Cost

Production Overhead

Direct Labor Cost

Direct Matenals Cost

Direct Costs

» Labor force

* Raw materials

* Economic conditions

Price Charged
* SKimming

e Rate of return
e Margin pricing

supplier's Total Cost
» Market forces

» Market strategy

* Competition




Competition Analysis

Analysis of Previous Prices Paid

Compare Prices of Public Sector
Contracts

Price Index

Unit Price Analysis (UPA)




e Comparing quotations received when competitively bidding
items and prices from published lists from multiple vendors
Is a way to determine if prices are fair and reasonable.

e Bids and listed prices within a reasonable amount of one
another are considered competitive bids/prices.

e Bids that are considerably lower than their competitors
should be evaluated for reasonableness.



2.Analysis of Previous Prices Paid

e Analysis of Previous Prices Paid: f the buying organization has purchased
the same item before, the historic prices can be used

e Any increased/decreased is based on inflation and volumes to
determine if the price is reasonable.



e The Federal and Provincial Governments frequently buy many
goods and services. Government bids are open to public
inspection; as a result, a price offered by a supplier can be
compared to a public sector bid.

e This would be sufficient information to determine if the price is fair
and reasonable. In indian Context we refer to Basic Schedule of
Rates (BSR) for construction jobs



Share in World index Value 2000 vs.1week  vs. 1 month
12 May 2023 ctsigal Simt vs.1yrago
Index = 100 agoe

Jet Fuel Price 713.19 246.98
70142
T16.00
693.02

71831

If the product has a published price index, then it is logical that the index
will be a good guide to check if the negotiated cost is a good one.

It would then be a matter of comparing the negotiated and index price
to see if the negotiated cost was good or not.

Price indices usually are available on the Internet under paid subscription.
As an added value, these sites usually offer forecast analysis that could
be helpful for ongoing procurement strategy.

Can show trends and provide a comparison to the cost the last time the
product was purchased.



e The Unit Price Analysis (UPA) is a mathematical model which predicts
the right cost that a product or service should have based on its
specific properties or details. It’s like a price calculator.

 We have access to a goal cost before starting negotiations.
e Companies have developed their own UPAs based on non-linear
regression statistical analysis. You can hire their services in the same

way as you sign up for Price Index sites.

e They are quite helpful when calculating complex project costs, and
provide an accurate cost result for EPC projects. >
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