Evaluating Proposed Time Tip #3

Evaluating Direct Manufacturing Labor Costs


Other Considerations for Evaluating Proposed Time

Realization and Efficiency Factor Considerations
Since realization and efficiency factors have a significant effect on proposed direct manufacturing hours, the technical analyst must evaluate the factors carefully.

The technical analyst can take the following steps to measure the contractor's realization factor.

· Verify the actual times for applicability to the task

· Identify and quantify major elements of actual performance including repair, rework, and spoilage.

· Verify that the standards are current and correct.

Many factors enter into a contractor's consideration of efficiency.  The technical analyst must ask several key questions such as: 

· Where did the contractor consider efficiency in the proposal?

· How did the contractor compute or arrive at the efficiency factor?

The contractor must be able to show documented historical data to substantiate the factors used.  If unavailable, the technical analyst will have to use industry standards found in various handbooks and past experience. 

Rework Considerations

When reviewing rework adjustments several factors must be considered:

· If the Government is paying for high-cost, high-reliability material, the contractor should return any defective material to the vendor; the Government should not pay for this type of rework. 

· Although rework costs usually are included in the direct factory labor estimate, rework caused by Government initiated design changes that are covered by engineering change proposals must not be included in the proposal.  The contractor is paid separately for the change.

· Although rework costs usually are included in direct factory labor costs, a contractor might include them under "Other Costs" on the attachment to the proposal summary.  Although this approach is rare, it is used. 

Other Considerations

In evaluating the contractor's Proposed Time, several other points need emphasis in addition to realization, efficiency and rework: 

· First of all the analyst should examine a number of time studies or work samples to find out if the contractor has made enough studies or examined enough samples to develop accurate leveled time.  

· To evaluate leveled time based on predetermined standards, compare the contractor's predetermined standards with those in industry publications.

· Also, find out if the contractor has attempted to level any operation hours that are based on predetermined standards.  Predetermined standards are already leveled, so no leveling factor should be applied. 

Make sure the contractor does not duplicate the time provided for in other allowances (e.g. PF&D, special allowances, rework, etc).
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