Understanding Sources of Direct Materials Tip #5

Analyzing Direct Material Costs




Evaluating Make or Buy Considerations

Be alert to special factors that could affect the continued validity of past "make or buy" decisions.  These include:

· The contractor followed the "make or buy" decisions from prior contract estimates.

· Changes in Inter-divisional transfer procurement decisions.

· Changes in "make or buy" decisions on other contracts.

· Simultaneously making AND buying the same parts without sound rationale.

· An extensive time lapse between the proposal submission date and the actual contract date.

· Changes in plant operating capacity
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