Approaches to Evaluating Engineering Labor Tip #1
Evaluating Direct Engineering Labor



Evaluating Various Engineering Labor Estimation Techniques
Using the Analyst Expert Judgement Technique

If the contractor used "expert judgement" as the basis for the contract proposal estimate, the analyst should determine if the contractor provided rationale to justify their estimate. 

· If not, request the contractor to provide supporting data.

· If the contractor can't provide data, then the analyst's "expert judgement" can be just as good as the contractor's provided:

· The analyst bases the estimate on professional experience and 

· The analyst factors in appropriate differences and exceptions to past experience. 

If the contractor objects, the analyst should stress the importance of the contractor supporting their position in negotiations with hard data. The burden of proof should be on the contractor. 

Using the Factors or Ratios Technique

The analyst may develop factors or ratios to check the reasonability of the contractor's position.  If factors and ratios are used, they should be based on historical data. 

It's best to use separate factors for different categories of engineering labor hours.  The categories should have a logical cause and effect relationship with one another. 

To develop these ratios, the analyst should:

· Identify total hours in various labor categories from the contractor's history.  For example, total engineering hours, total data management hours, configuration management hours, etc.

· Calculate the ratio of one type of labor to another.   For example,  the number of configuration management hours experienced as a percentage of the number total of engineering hours.

· Compare the resulting ratios to the current proposed effort for a check of reasonableness of the contractor's hours.  

The analyst should recognize that differences exist between prior programs and the current proposal, and should try be flexible with the exact ratios recommended.   However, properly developed and supported by historical data, factors and ratios can help provide justification for the government position.

Each government facility that performs technical analysis has been urged to develop a central file of cost estimating factors/ratios.  The analysts should check with the cost specialist to see if such a file exists at their location.

Note:  

Be cautious when reviewing the contractor's complexity factors.  Contractors do not design from "scratch".  New contractor designs typically use existing technology and designs where feasible.  A complexity factor for the overall system may be inappropriate.

· Application of separate complexity factors only for the new subsystems, subassemblies, or subroutines may be more appropriate. 

· If the contractor's justification is inadequate, the complexity factors should be reduced or eliminated. 

Using the Program Comparison Technique

If the contractor has used a comparison to another program to estimate labor, several issues should be considered:

· Have the similarities been adequately defined? 

· Does the comparison seem reasonable? 

· Has the contractor provided the information needed to confirm the comparability of the program (i.e., serial numbers, work order numbers, etc)? 

A sample review of the work orders (or whatever system the contractor uses to track the effort expended on a project) can be used to see if the comparison data is applicable to the current program. 

· Did the comparison program have any program peculiarities (i.e., redirections, changes in scope, etc)? 

· Is the nature of the work done on the comparison program the same as on the proposal? 

· For example, are they both development efforts or follow-on production efforts?  The level of work for development could be more complex than what would be required for production. Thus, a straight comparison of effort between the two programs would be inappropriate.
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