Evaluating Specific Cost Areas Tip #7

Evaluating Direct Engineering Labor




Integrated Logistics Support

Prior to beginning a cost proposal evaluation for an LSA program, it is important to first analyze the acquisition program variables that the contractor used to formulate the LSA portion of the proposal against its rationale/justification used in the proposal. The LSA program variables will have major impact on the LSA contract's proposed hours, and are shown below:












The following items show how a small number of program variables can significantly affect the outcome of the Logistics Support Analysis (LSA):

· A Developmental Item (DI) could require an extensive LSA program with significant influence on the design, while Non-Development Item (NDI) would likely require little or no logistics development effort. 

· The support concept dictates how the system will be supported. If commercial logistics support by a contractor is a viable alternative, the contractor's proposed hours for the LSA effort may be reduced.  Thus, support trade-off analysis bid by the contractor in its proposals becomes minimal .  Additionally, there is no need to perform task analysis for development of technical manuals. 

· In the case of system/equipment complexity, the categorization into simple, average or complex can have an enormous effect on the number of man-hours to perform LSA. 

· Similarly, the other program variables also have their own specific impacts on hours and should be considered as well.

Cost Estimating Methodology for Logistics Support Analysis (CELSA)

The US Army Materiel Command's (USAMC) Material Readiness Assistance Activity (MRSA) has developed a guide called Cost Estimating Methodology for Logistics Support Analysis (CELSA).  This guide utilizes the LSA variables as an estimating tool for, among other things, evaluating contractor proposals for LSA programs. 

· The guide can be very helpful in formulating a reasonable starting point for analyzing contractor LSA proposals. 

· The guide is also recognized by other services. Technical analysts should use engineering judgement in addition to the CELSA guidelines to accommodate any unique conditions or request the solicitation has specified for the program.

LSA �Program Variables





Type of Acquisition





Developmental Item (DI)


Product Improvement Program (PIP)


Non-Development Item (NDI)





Life Cycle Phase





Concept Exploration


Program Definition and Risk Reduction


Engineering and Manufacturing Development


Production, Fielding/�Deployment & Operational Support





Acquisition Strategy





Competitive


Sole Source





Support Concept





Organic


Commercial


Interim





Type of System/�Equipment





Mechanical


Electrical





Historical Data





Workload already completed


Database availability





Complexity of Systems/�Equipment





Number of LSA/�Repairable Candidate Items





LSA Tasks Done per Life Cycle Phase





Number of Man-Hours per LSA Task








Page 1

