Understanding Improvement Curves Tip #3

Evaluating Direct Manufacturing Labor Costs


Improvement Curve Considerations

When the contractor uses an improvement curve, the technical analyst should question some of the more important aspects of the estimate:

 

· What types of learning curves were applied? 

· Did the contractor use a methodology and calculations that are acceptable and applicable to the situation? 

· Is the curve based on the actuals for which there is supporting documentation? 

· Did the contractor apply any nonrecurring factors?

· What is the ratio of assembly labor hours versus machine hours?

· Was there a break in production with a loss of learning?

· If the product was never made before, did the contractor develop the curve from data for a similar item and adjust with a complexity factor?

· Did the contractor include PF&D, realization or efficiency factors in the actual/historical data?

If the analyst is not satisfied with any of the answers to the summary questions, obtain historical data to develop a government learning curve, but eliminate any data points that represent nonrecurring effort.
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