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Difference Between Cost Analysis & Price Analysis
by Neil Kokemuller, studioD [image: Google]
[bookmark: _GoBack]Cost and price analysis are two different approaches to making decisions on the appropriate value of products or services prior to purchase. These types of analyses are used by government agencies as well as private businesses and consumers to evaluate contract work or goods being considered.
Price Analysis Basics
Price analysis is usually the preferred approach to evaluate product options when possible. With this approach, the price of one provider's products or services is compared against competing alternatives or substitutes. If there are five competitors submitting bids or proposals for a particular project, for instance, a price analysis would include a detailed review of the benefits of each offering relative to the quoted prices.
Application
The price analysis is used whenever there are several suitable and relatively equivalent options in a purchase decision. When companies submit bids for government contract jobs, for instance, a common price analysis used results in the lowest price winning the bid when the benefits are similar. Requirements for pricing analysis also usually include that the product or service is available on the open market and that alternatives are relatively similar in benefits.
Cost Analysis Basics
A cost analysis is generally more challenging because it is open to greater interpretation. This approach includes a thorough review of the itemized product and service components and related costs on the solution. Businesses often have purchasing managers or agents who analyze the value proposition of a proposal. Using past history, experience and general awareness of the costs of each part of the solution, a decision is made on the merits of the solution alone.
Using Cost Analysis
The most simple point about cost analysis application is that it is used when price analysis isn't possible. This is usually because there aren't alternative solutions for comparison or no related proposals were submitted for a job. New types of research or product development work or solutions based on unique patents or products commonly require cost analysis. The challenge with cost analysis is trying to determine fair value with no marketable comparison.
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