Understanding Direct Manufacturing Labor Costs Tip #1
Evaluating Direct Manufacturing Labor




Validating Direct vs Indirect Costs

The technical analyst must determine how to proceed for both direct and indirect charges in the estimate. 

· If the tasks are charged direct, the analyst should evaluate the work along with other direct labor charges. 

· If the tasks are charged to indirect, the analyst should point this out in the report and not evaluate the hours. 

· No matter which categorization is used, the classification should be consistently applied within the particular contract and to all contracts  with the company.

Some contractors are required to have a disclosure statement about how direct and indirect allocations are made.  Review and discuss the statement with the ACO and DCAA to understand what the contractor charges as direct and indirect costs.
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