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if AFt? had not researched it’
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C h a p t e r  1

I N T R C l ~ VCT I O N

Overview

The Defense A c q u i s L t i~~ Reg ul.i~ ion (DAR ) ‘equires

that pri c e or cost anul ys is he per forr’ed on ill negotiated

contr a cting ac t i ’n s (22 3:122). wh ile this an a ly sis is the

ultimate r ” sp on s ib ii i ty of the ‘on t r act ing Officer 1 (CO), it

can be ; e r f o r ~~ed by either the CO or h :. an independent

sta ff The OAR does not s;’eci ; tho circumsta n ces .~nder

.~hi ch ~.r~~c in~ s t a f f  . s i s ’~an c e  is re~ u~ red . h ut does pro—

v~~Je .eneral ~uid el~ nes.

Ac cor ~ i n ~ to th e AR, ~ r i c i n~ s t a f f  su ;  pott should

be .)htain ed ‘ whe n co~n:~lex  t~’ : h ni ques  a r e  i~~ h c a t e d

2 2 : 3  1 1 1 1 . ” The’ OAR d’~e’s not  •le f inc ~~~~ lex techn iques.

A rel a te d d i r e c t i v e , the Defense Acquisiti o n Re~~u l , i t ion

~anual (DARM ) No . I w hile sugg est:n~ that pric in g su~~r~ort

h e obt ained ‘n actions “inv o lving c o s t ly ,  t e c h n i ~~a l 1 v

con~p lex , or un ique requiren ’ent s [23: 1A 2] ” . does not define

comp lexit y either . Po ssihl’.’ beca use c )tr;)lex~~tv is so

the purposes of thi s th e sis . the tern’~“Contr acting Officer ’ refers to the person in the contrac-
ti n g off ice having responsibility for th e effort. It
c o u l d  be either the Principle Contracting Officer (PCO) or
the buyer.
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subjective , in actual practice , cost is the only factor ti
c o n s i d e r e d  b y t he  c o n t r a c t i n g  and p r i c i n g  o f f i c e s  ( 6 : 2 3 ) .

The directives delegate the respons ibility for

imp lementing the general guidelines to the major con~ ands.

Within both the Air Force Systems Corviand (AFSC) and the

Air Force Logistics Command (AFLC). the two commands with

major Air Force acquisition responsibility , every contrac-

ting directorate has established a dollar threshold as the

sole cri terion for determinin g if pric ing staff action is

required (~~:23).

Problem Statem ent

Current imp lem entatio n of contractin g directives

establishes dollar value as the sole criterion for pricing

staff analysis of a contr a ct in g action. This singular

criterion ~~av be causing unnecessary expenditure of effort

by the prici n g staf f on actions above the threshold which

could be priced by the CO alone. And , at the same time .

the theshold may be eli rr in atin g from the pricing staff ’ s

attention actions below the threshold w h i c h  require prici ng

exper tise beyond that of the CO.

B a c k g r o u n d

The purpose of the defense acquisition system is

to develop and supply the weapons , equipment , and serv ices

required to meet United States national dv fense objectives.



Within the Air Force, this responsibility is carried out

primarily by the two acquisition coamands: AFSC and AFLC .

The AFSC is responsible for the conception, desi gn, d evel-

opment , and production of Air Force systems . In terms of

acquisition functions , AFSC responsibility includes the

purchasing of design studies , research and development ,

prototypes . eng ineering development , and initial production.

After a system has reached the production stage , responsi-

bility is shifted to AFLC . In acquisition terms , AFLC is

respons ible for purchas ing the necessary support to operate

and naint ain the system throug hout its system life.

In both commands , the acquisition process is

basical ly the same . This process involves the steps of

;urch ase request review , solicitation , evalu ation , ~nd

.i’~jrd. 
‘~i thi n the Department of Defense (DOD). there are

two nethods for carrying out this acquisition ; rocess:

fur na l advertising and negotiation . Forma l advertising is

the nethod whereby bids are solicited and received from

two or nore offerers , bidding independently, and whereby

the award wi ll be made to the lowest responsib le. respon-

sive b idier ~.2 2 : 2 :2 ) . While this is the preferred method

of co ntr a ct i n ~~. only 12 percent of over $18 billion awarded

for Fisc al ‘fear (FY) 78 by the Air Force was awarded

through forma l advertising (5:32-37).

3
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As a result, approximately $16 billion spent by the

Air Force in FY 78 were awarded as a result of negotiation .

Under negotia tion . which can be either sole source or com-

petitive , award is not always mad e to the lowest offerer ,

but rather to the offerer whose offer is “most advantageous;

price and other factors considered [22 :3:65A ), ” This places

a requirement on the contracting office to evaluate, among

other items , the price of the offer. This is done through

p r i c e  and cost  a n a l y s i s .

Price analysis is the evaluat ion of the total price

(cost and profit/fee) of an item without the analysis of

individual elements of cost (23:3A1). This analysis is

basically a comparative techni que wh i ch looks at only

bottom line prices and whi ch involves relatively simple

analytical methods. Price analysis is performed either

alone or in conjunction with cost anal ysis , on every nego-

tiated action. ‘.Jhenever price anal ysis alone is sufficient

to determine the reasonableness of a price, the CO will

generally perform the analys is without supporting act1on

from the pricing staff. However, in cases Involving bo th

cost and price analysis, the CO may require assistance from

the pricing staff.

Cos t ana l ysis , on the other hand , is much more

detailed , involving an element by element examination of

cos t ,  and is required on every negotiated procurement above

4
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$100 ,000.00 (23:3B1). It includes verification of cost

data , evaluation of specific elements of cost , and projec-

tion o these data to determine the effect on price of

such f a c t o r s  as :

1, n e c e s s i t y  of cos t s ,

2 . r e a s o n a b l e n e s s  of  the amoun t s  of s p e c i f i c
c o s t s ,

3. a l l o w a n c e s  f~~r c o n t i n g e n c i e s ,

... basis used for all ocation of indirect costs ,
and

5 . appro iriatene ss of allocation of s~ ecif ic
indirect Costs tO a p artic u lar action (22: 3: 12_ ).

(ost a n al y s i s is considerably more complex and time

consuming than p r i ce analysis. Frequently it involves

~ ig h l y sophisticated ana ’~vt i c al techniques such as para-

~r etr i c cost e stina tin g, regression anal ysis , and trend s

studies. ‘
~h is typ e of analys is generall y requires

specialized knowledge and expert ise which are usuall y f ound

only in the pricing office.

Every n~.ijor contr a cting directorate within AFSC and

AFLC has a separate pricing office. The pricing office .

which in sp ite of its name performs both price and cost

analysis , serves as a staff function and supports all of

the Individual contracting offices within the directorate.

For instance , the ataf f pricing office of the Directorate

of Research and Development Contrac ting. Aeronautical

S

- ~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ _



Sy stems Division (ASD), W r i g ht-Pa tterson AFB , OH provides

pricing assistance for all of the buying divisions within

the directorate (see Appendix A).

The pr imary function of the pricing office is to

assist and support the CO in gathering , assimilating, and

evaluating cost data , in establish ing the governmen t nego-

tiation objectives , and in conducting negotiations (23:1A3).

Specific tasks of the pricing office include price analysis ,

cost analysis , fact-find i ng , negotiation , and documentation

(6:63). The pricing office is a staff agency reporting

directly to the Director of Contracting and is autonomous

f r o m  the buying d i v i s i o n s .

Price analysts are specifically trained in their

tasks of price and cost analysis. These are the only func-

tions performed and therefore analysts are not involved in

other contracting duties as are CC s . As a result , pricing

personnel are considered to be “pricing experts ” who possess

technical competence and expertise beyond that of a CO.

Whi le the function of the pricing office is to

provide support to the CO . i t  was not intended that support

be provided on every action requiring analysis. This is

evidenced by the job description provision that 20 percent

of a journeyman CO’s time be spent on pric Ing (2:19). It

appears then , that the role of the pricing office is to

prov ide support in only those instances requiring expertise

beyond that of the CO.



Curren tly , contracting offices are operationally

defining ccntracts which requite special expertise as

those that are above a specified dollar threshold. Each

contr acting office has established its own threshold based

upon dollar value of the actions handled by the office and

by the workload level. The threshold varies si gnificantly

from office to office. For instance in AFSC , the threshold

ranges from a low of $200 ,000.00 for Electronic Systems

Division (ESD) to a hi gh of $2 , 000 ,000.00 for Aeronautical

Systems Division (ASD) (1:1:5 ; 7 :1-3) . In AFLC all offices

have a threshold of $100 ,000.00 (18).

The dollar threshold provides a very convenient and

efficient criterion. It is precise , unambiguous , and easily

understood . It is extremely simple to apply and can be

readily adapted to varying conditions. 2 However , the dollar

threshold is an arbitrary measurement , and as such may not

reflect complexity and uniquene ss . factors which the direc-

tives suggest should be used by the CO in determ ining if

the special expertise of the pricing staff is required .

The purpose of this study . therefore , was to inves-

tigate the effectiveness i- the dollar threshold and

2 The AFSC and AFLC or iginally established their
thresh old at Sl0 0,000.00 (the level at which certified
cos t and pric ing data are required). AFSC offices have
frequ ently adjusted their thresholds to reflect increasing
workload s and inflation . AFLC offices , however , have not
made any adjustments.



feasibility of alternate criteria. This investigation ,

based upon a number of assumptions , attempted to meet the

listed objectives by answering f ive questions.

Assumptions

The effective use of resources is a problem which

is often linked to manpower allocation . Whether or not

resources are being used effectively usually is not

recognized until a manpower or workload problem exists.

In recent years , a serious workload problem has surfaced

within the pricin g staff ot fices (13). This problem is

most l i~.elv due to manpower shortages as well as other

factors , such as , ineffective use of resources. While it

is rec~~ nized that a manpower shortage may exist and may

be related to z~~e research problem , it is not considered

to be an issue that can be resolved since additional man-

power authorizati ons w i l l  not be approved by the 2nited

States Air F rce ( 3AF) (13). Therefore , this stud y assumes

that the present manpower situation will not change and

looks for ways to increase the effectiveness of the utili-

zation of the existing resources.

Research Objectives

The primary objectives of this research effort are

to:

8
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1 . Determine what criteria are perceived by the
pr icing cocrinunity to influence the need for pricing staff
action .

2. Use the new criteria to develop a decision
mod el wh ich w i ll predict when pricing staff action is
required .

3. Test the use of the model to determine ‘i its
use results in different decisions than the use of the
doll ar threshold .

Resear ch Questions

1. How can the current method of determining
the need for pricing staff action be improved with respect
to more efficien t and effective utilization of pricing
resources?

2 .  What factors are considered important in the
p r i c i n g  d e c i s i o n ?

3. What s k i l l s  do p r i c i n g  s t a f f  p e r s o n n e l  possess
that are unique from those of the CO?

.
~~~. What co n s t i t u t e s  “comp lexity ” as referred to

in the DAR and how can it be measured?

5. Will the use of criteria other than dollar
value result in a more effective use of pricing resources?

Scope and Limitations

This study was lim ited to pricing staff offices

within AFSC and AFLC . Since these co~xnands constitute the

major acquisition centers in the Air Force , this limitation

is considered appropriate.

Just I ficat ion

In r ecent years the number of pricing actions on

an A i r  Force wi de bas i s has been steadil y increasing wh ile

9
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the workforce has been decreasing (6:17 ,59). As a result.

pr icing offices have been unable to handle the workload

and have been often forced to return actions to the COs

for analysis. Althoug h no complete records are available

which indicate the number of actions returned to the COs

for analysis , the magnitude of the problem is evidenced by

the continual raising of the thresholds within AFSC offices.

The hig her thresholds reduce the number of actions which

are forwarded . As a result many actions which could benefit

from the pricing staff ’ s expertise are not being for wa rded .

In addition , Headquarters United States Air Force

(HQ USAF) has expressed concern over the efficiency of

ana lysis being performed by both the pricing offices and

the COs . Major grady Jacobs , Contract Pricing A ir Staff

Officer , expressed that same concern and requested that a

study of the criteria for pricing action be conducted (13).

Operatinz level personnel have also expressed a concern

that the current criterion is not adequate. Lt Col Richard

Goven, ASD Pricing , and Mr. Harry Curtner , ESD Pr ic ing have

both stated that the current criterion often creates work-

load management problems (‘i ; 10).

Literature Review

This research Is an exploratory effort in the area

of cr iteria for pricing staff action. Wh i le no literature

10
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is available in the specific topic area , some related data

are available in the general pricing area . A survey of

pricing personnel conducted in FY 76 indicated that all

major procurement directorates within the Air Force use a

dollar threshold as the sole c r i te r i o n  for  p r i c i n g  s t a f f

action (6:23). The study further indicated that in some

cases pricin g staff action was performed , when requested

by the CO , on actions below the threshold. In addition ,

the study revealed that in times of excessive workload ,

such as the end of the fiscal year , pricing staff action

was waived on efforts above the threshold . In both of

these instances , criteria other than threshold were con-

sidered ; however , the survey did not discuss these specific

c r i t e r i a .  As a r e s u l t ,  we co n t a c t e d  c o n t r a c t i n g  and

p r i c i n g  p e r s o n n e l  in  an atte~~~t to i d e n t i f y  t h e  c r i t e r i a

used .

Fo r a c t i o n s  below the threshold , c r i t e r i a  c i t e d

most often were type of contract , type of effort , and

uniqueness of requirement (12; 19). While these criteria

we re  a l so  c o n s i d e r e d  i m p o r t a n t  in  the  d e c i s i o n  to wa i ve

p r i c i n g  s t a f f  act ion on efforts above the threshold , they

were considered less important than the experience of the

CO and the degree of competition (12; 13; 19). Both

contracting and pricing personnel considered CO experience

to be the most critic a l factor in the decision of pricing

to waive pricing staff action .

11
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The interviews with contracting and pricin g

personnel showed that while criteria other than dollar

threshold are used In unusual cases , there are no set

procedures  in  g o v e r n m e n t  p r i c i n g  o f f i c e s  to r e g u l a r l y

i n c o r p o r a t e  these  c r i t e r i a  i n t o  the  m a n a g e m e n t  process~.

However , such set p rocedu re s  do exist w i t h i n  t h e  d e f e n s e

i n d u s t r y .

Major  de fense  c o n t r a c t o r s , f o r  t h e  mos t  p a r t , in

b u y i n g  from their own supp liers have contracting and

p r i c i n ~& f u n c t i o n s  s i r i l a r  to those  in the ~~vernment.

Our i n t e r v i e w s  w i t h  i n d u s t r y  r e p r e s e n t a t i v e s  r e v e a l e d

t h a t  w h i l e  d o l l a r  t h r e s h o l d  is  used as one c r i t e r i o n ,

i t  is  not  u s u a l l y  t h e  p r i r ~a r v  or d r i v i n c  f a c t o r .  For

i n s t a nce , a t  t he  D e f e n s e  Space and Sy s t e m s  Gr o u p  of  TR~~.

I n c . ,  t h e  p r i m a r y  c r i t e r i o n  is  type of e f : o r t ,  A l l  s t u d y

pr oposa l s  and a l l  s p a c e  componen t  e f f o r t s  r e~ u~ re  p r i c i n g

s t a f f  a c t i o n  r e~z a r d 1 e s s  of d o l l a r  v a l u e .  F u r t h e r , t h e

ty pe of c o n t r a c t  and the  p roposed  c o n t r a c t o r  a r e  considered

more i m p o r t a n t  t h a n  d o l l a r  v a l u e  ( 3 ) .  S i m i l a r  c r i t e r i a

are used by other major defense industries. At one major

electronics manufacturer a dollar threshold is used as the

pr imary c r i t e r i o n . However , a number of different thres-

holds are used based upon the type of contract and the

degree of competition .

12
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The data obtained from the ~r i c i n ~ :::ana~zement

s t u d y  and fron~ ~he in t cr v iews ind ;cated that use of

o t h e r  c r i t e r i a  in addition to cost was oper at ionall y

f e a s i b l e  an d  c o u l d  r e s u l t  i n  i :::~~r~~v e r n e nt  in ; r i c ’ c

n~anage~ en~~. T h e r e f o r e , t h i s  a r e a  ~.i s  i n v e~~t i ~~a t e d .

The r e r : a i n i n g  c h a p t e r s  o~ t h i s  t h e s i s  d i s c u s s  t h e

a c h i e v e r ~en t  of  ~ u r  r e s e a r c h  o b j e c t i v e s .  C h a ; t e r  .~--> 1e t h o -

d o l o c v - - d  i s c u s s e s  t h e  ::~t ’ t h u d s  .~h i c h  w e r e  used f~~r d a t a

c o l l e c t  ion and  . ina vs i s .  C h a p t e r  ~~
— - D a t a  Sw:.::j r . and

A n a l y s i s - - p r e s e n t s  t h e  r e s u l t s  o f  t h e  i n t e r v i t ’ ;~’s c o n d u c t e d

and t h e  r e s u l t s  of  the stat~~s t ; cal ~~sts ::erforrned .

i n g s  . i n i  ~.e:. :c~cn d ,~~ ~o n s — — d i s c u s s e : ~ ou r

proposed ~ o d e 1  b a s e d  u p o n  m t  e r v  ~~~ resul t s and : r ~~v i d e s

suggest ions for fjrther S t  ~d v .

13
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C h a p t e r  2

~E iODO!O~ Y

:hi s chapte r ~c scrmbes the uni’;er,e . p o ; u l a t m o n  an~

e :rcn ,
~ n m . ch d a t a  ~er e  c o l l e c t e d  f~~r t h i s  r e s e a r c h ,

~~~~‘ t e c  ~~~~~~~ e:::; . ,ved in co le ct in~ t t ~ dat a , h~ st at i s—

t :cal t e s t s  u s~H :n ~he Jnaiv s~~s o: t b se d a t a , t h e

develo~ r,en: o: t n t ’ ro~i e i . . i n i  r e s c a r .: h . i s - . ::. ; ~~~n s  .ind

.1 in s

- t ~n of ~n i .t’ r ~ . :u  a t  n in ~ ‘~am~ I ~
.

The  u n : v e r s e  t~~~ s r~’~~~.ir:h p r o j e c t  c n s i s t s  o f

i l l  A ; F~~r c  “ : . ‘r s ~~~ne I .~t’ .. per :  r : c m  m-i c i c t .
~r,s . Th is

-. ~ t’S n on I ~ 
‘ t . t ’  ‘‘ j c .. ‘‘ r :s ’’ ;~h . p er  r ~: Ic  i ng

as  t h e : r  r i ~~a r v  ict . v i ’ v , h~~t ,i so c~) n t r . i : ’ .n~ o f ~~:c cr s

a n d  buyers .~h ’  . e r fcr~r ;r i ci n.i tas ~ . s n an : n t e r ~~i~~t e n :

: i ~~:s. T h e  : r : r . . i r ~ pe:~u . i : :  o~ in:e r c~.t ~s : h  e gr~ u~: of

ng ex :.e’r S ‘‘ . e f ne I., on to m nc I ude a 11

per s~~r.n~ jo~~rn” ~~~~~~ e ’.~~’ ass ,:r.e ~~t’ I e :ted

:Yrlcv’ .: o f f i c es w i t h i n  ~~~ an AFSC. A FL~ has fr.’e p r i c i n ~

off Lct ’s , on~ :or  e a c h  A~~r ,~ ; s t i c s  e n t e r  (A  ) .  A F S~ h i m ;

ten :r icin,: of~~i:es . thr ee 0: wh;:h are l o c a t e :  a t  m aj o r

p r o c . . ;r e n . ’n t  c e n t e r s  (A SD , ESD , ~A> t* ) is ~e f :nc~ by H~ SAF

(~~: 
~~
) .  Th e  p r i n a r y  p c p u l a  ion ~~~~ I i ~~~i ted to those p ricing

“r~~ n ne I a s s  m ,r . .’ ‘ h e  f i v e  A L C s  , ‘be three ra~ or A F S

1.



o~ fmc e s , and two non-major offices (see Appendix B).

Since this popul ation includes t h o s e  o f f i c e s  f r o m  t h e  two

ic~.~.i s i t ion comn ::.inds ;
~hmch are re s:onsi b le for the m ajorit y

of  A~~r Force c o n t r a c t i n g  an d  i n c l u d e s  bo th  v e r y  l a r g e  and

very small offices , gener a lization of results of t h i s  s t u d y

to the universe is c o n s i d e r e d  v a l i d .

A sample of 3~ members of the p rima r Y population

was t a , . e r i . A str a tif i ed r . in d o~’ amp l e  W a s  used to assure

t h a t  mer.hers :rom e.i:h of the off ices in t h e  p r i m . i r y  p o p u —

la t.on were selected in the s imp le Current ;er sonnel

r ’ s t  ers an d  a ran d n c : :her t a b l e  ~e~~e u s e :  to g e n e r a t e

t he sam; . Ic .

i me .~Hective mn s a m t ’ l ; n g  ‘is t. select a

g r o u ;  of  : : le ~ho ~ u Id  p r  v . ie  r es :.;nses wh i :h cou  ,~ be

c ‘n ~ :e~~” to t’ r” : re sen t ,it lye of tb . t ’ : ~~~t l a t  i o n  ( 1~ 1 5 ’ ) .

S ; n c e  : h e  ce e c t e .~ sam; e in: i..~ e i a p p r o x  i m a t e l v  one-third

of  t h e  t ot  .1 1 ;~opu l a t  i ‘ n .  m d  nc  I j d e d  t ’r s f r 3 m n 3 l ’~ of

t n e  d ; f f e r e n  e ” n ~e n t s i n t t ’ e p o p u i . 1 t ion . tne sam~ Ic was

con~~,,~er ei r e :resen :at~~ve.

D a t a  ‘ .~~I I e c t  mo n

D a t a  co l~~~c t : o n  wa s p e r f o r m e t in two phases. The

f i r s t  ph a s e  i n v o i v e d  t h e  I d e n t i f i c a t i o n  and d e f i n i t i o n  of

s p e c i f i c  c r i t e r i a  c o n s i d e r e d  i m p e r t a n t  f o r  t h e  d e t e r m i n a t i o n

of p r i c i n g  s t i f f  a c t i o n s  and t h e  deve lopmen t  of d e c i s i o n

15



r u l e s  to be ~~ ed to  a p p l y  these criteria. The second phase

involveu the abstr action of the criteria , identified in

phase I . from randomly selected contracts.

Phase I. Th~ s firs t  step w a s  t h e  i d e n t i f i c a t i o n  and d e f i -

nition o~ cri t e r i a  w h i c h  pricin g e x p e r t s  f e l t  s h o u l d  be

i n c l u d e d  in  t h e  p r i c i n c  a c t i o n  d e c : s i cn .  T h i s  i n f o r m a t i o n

w a s  o~ t.ii n ed thr oug h ,i survey of m embers of t h e  p r i c i n g

sam;.le . T~’ s u rv e y  w a s  c o n d u c t e d  by per son al and telep hon e

i n t e r v iews . w h i l e  a r e v i e w  of e x i s t i n g  literature is an

o b v i o u s  s t a r t i n g  p oint i n  t h e  r e s e a r c h  of  a n y  p r o b l e m , in

m a n y  c a s e s  o n l .  a s m a l l  p o r t  m o n  of  c u r r e n t  k n o w l e d g e  o f  t h e

p r o b l e m  has  been t~u t  i n t o  w r m t m n ~~. T h e r e f o r e ,  much  can

o f t e n  be . b t a i n e I  throug h ga t h e r m n g  c u r r e n t  i n f o r ’ ~ i t i o n

t r  m p e o p l e  k n L w l e d ~:e ab l e  i n  ~be .mre.l . ne ~ et h o d  of

o b ta  ;n  inc s~.cn I n f o r ”  ‘ on i s  to :enduct .1 s~~r v e v  and  t o

s o l i c . :  i~~c .as  f r o m  ex ~~e r : s  in t t ~e f m e l d  ( 8 :~~~- 8 5 ) .  The

s u r v e y  :e:hn :.~ue was ae ’.ec red . 9 5  t h e  m e t h o d  of d a t a  c o l lt ’c-

i o n .

A s ; ; r v e ’.’ may be c r  i u c t e d  on a one-to- °ne basis ,

as in  an i n t e r ’ .’ ;e w , or n an i m t e r s o n a l  b a s i s  t h r o u g h t h e

..se of .i ‘~u cstmo n n , iire (~~~ 
l~~~~ . The interview techni que

w a s  sel~’:ted over a ~u estm onnai r e for a n u m b e r  of r e a s o n s .

First. be p r im a r y question s of interest were open ended

. i n i  ver y suh je :tive. The interviewees were asked to make



judgements and give opinions. Second , the initial response

to a question often determined subsequent questions. And

third , many of the terms and concepts which were discussed

were quite vague and ambi guous and therefore needed to be

e x p lored in  d e t a i l  with each interviewee in order to

d e v e l o p  o p e r a t i o n a l  d e f i n i t i o n s .

Both p e r s o n ai  and telep hone inLer views were con-

ducted . For in -depth , subjective question5 requiring

probing , a person al in tervie w is the ;referred techni oue

(~~:2O~~~. However , due t o  t i
~e w i d e  geogr ,jp h i c  d i s ; e r s i o n

of the sam:;le members , :.ersonal interviews w i th .111 members

in the samp le were not ~OS5~~~iC within the llmit at 4 ons of

time and funds. Theref re. personal interviews were con-

~u c t e d  with peop le Lcat e d it ~rig ht -P.it t erson AFB . an i

telephone int e rv :ews were conducted w i t h  tho~ c peop le

located elsewhere.

The Jse of bo t h telephone and personal interviews

presup po ses that rep im es w I l l  be the same irrespective of

the interview method. ~h il e this is true in most cases ,

some studies have suggested that on questions of attitudes

the presence of a pers onal interviewer “ . . . may inter-

ject .i modifying element in the interview situation

(c’:212] . ” However , for this research , th e “interjection

of a mod i fyi n ~ element ” is not considered a serious problem

for two reasons. First , the population consists of highly

17
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trained professionals who provided professional rather than

personal opinions. Second , the interviewers followed the

same interview guide for both the personal and telephone

interviews.

The interview guide (see Appendices C and D) con-

sisted of a cover letter containing an introduction and

explanation of the purt’ose of the research and a list of

questi ons . The ;uestio ns were used to obtain general back-

ground inf o rmation and to establi sh a bas eline for further

questi onin g . These questions covered such items as the

v a l u e  o f  c u r r e n t  t h r e s h o l d s , t h e  b a s i s  f r  t h e  t h r e s h o l d s ,

an d  w r m e t h e r  or n o t  c o n t r a c t s  . . . nde r  t h e  t h r e s h o l d  w e r e

reviewed and i :  c o n t r a c t s  ov e r  the threshold were returned

t o  t h e  CO f o r  an al ys ;s.

A ~d i t  i o n a l  ..~u e s t  i n s  were asked based upon responses

to those qaest ions l ;s te ~ in t he In t er v iew guide and were

directed toward obt a inin g cr ;t e r i a  and reco mm endati ons :or

improved cr iteri a . ~ue sti ns centered on identifying,

defi n ing, and rank ing recommended criteria. Whenever a

l a r g e  n u m b e r  of  c r i t e r i a  were  i d e n t i f i e d  d a ring the inter-

views , the interviewees were instructed to rank only the

five which they c o n s i d e r e d  to  be most si g n i f i c a n t .  T h i s

was  done since studies have indicated that rankin g mere

than five factors is usually difficult and results in

unreliable rankings (8:2~ I).

l~
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Obtaining definitions of recommended Crit eria was

a major part of the interviews . Based upon previously con-

ducted interviews , it appeared that many of the recommended

criteria used terms which d i d  not have a commonly accepted

and understood definition . For instance the terms “com-

p lexity ” and “CO experience ” had both been previously

suggested as possible criteria. Since these terms would

require operational definitions if they were to be used in

any model , the interviews were used to determine what fac-

tors make an effort “complex ” or a buyer “experienced. ”

In addition to obtaining identificati o n and defi-

n i t m o n  of  c r i t e r i a , a d e c i s i o n  r u l e  f o r  each s e l e c t e d

criterion was .ml so obtained . The decisi on ru l e was a

statement of how the selected criteria would be applied

In making a p ricin g .ict ion dec ision .

The interview gui d e was tested p rior to its use.

A test ensures that

the questi o ns meet the objectives of the
survey; all important phases of the survey have
been adequately covered ; the questions stimulate
respondent cooperation ; the questions are in satis-
factory order; and the questions are completely
understood by the respondents [2 l:~~-3 1 .

The g u i d e  w a s  tested on Air Force Institut e of

Technology (AFIT) procurement instructors from both the

graduate and the continuin g education programs . Personal

interviews were conducted with the instructors followed

19



by a discussion of the interview itself. While the AFIT

instructors were not part of the population of pricing

experts , they are familiar with both pricing policies and

procedures and proper research method s and therefore we

considered the instructors to be a valid test group.

Changes recommended by the test group were considered for

inclu sion in the interview guide. A field test of the

interview guide , with members of the population , was not

considered feasible due to the limited size of the popu-

lat ion .

S u p p o r t  and c o o p e r a t i o n  from the interviewees were

e s s e n t i a l  to this research , since the interviews r e q u i r e d

c o n s i d e r a b l e  t h o u g h t  and t i m e  f r o m  t he  respondents. In

order to assure this sup p ort , two steps were taken . First,

HQ USAF notified the major commands which in turn notified

the director of each office and requested his support prior

to the interviews . Second . the interviewers provided

advance notice to all interviewees and established a time

convenient to the interviewee for the interview.

The data obtained from the interviews were analyzed

in order to determ ine the criteria which are con sidered

i m p o r t a n t  in  the decision to provide pricing staff action .

These selected criteria and the decision rules were used

in Phase II of data collection and were used to develop a

d e c i s i o n  model in  Phase II of data analysis.

20
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Phase II. Phase II involved the collection of contract

data for use in applying the decision rules obtained from

Phase I. Information concernin g the selected criteria and

decision rules was abstracted from contract files.

A stratified random sample of SO contracts awarded

in FY 78 was made. The sample included contracts from one

major AFSC office , one non-major AFSC office , and one AFLC

office. Half of the contracts selected were selected from

those which were above the threshold and analyzed by the

pricing staff and half from those below the threshold which

were not analyzed by the pricing staff. Listin g s of com-

p leted contracts from each office and a random number table

were used to select the contracts based upon the last four

digits of the Procurement Instrument Identification Number .

This stratified samp l i nir plan was selected to assure that

a broad range of dollar values and types of buys were

included in the samp le.

We abstracted , from each contract , Inform ation

pertaining to the criteria identified by the price analysts

and ranked hi ghest by the statistical tests. This infor-

mation was subsequently used in Phase II of the data

analysis.

21
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Data An a lysis

Data anal ysis was perf ormed in two phases , w i t h

each phase corresponding to  a data collection phase.

Phase I. The data obtained from the first phase of inter-

views were analyzed to identif y and rank the decision

criteria. Thi s phase of analysis determined the existence

and degree of a s s o c i a t i o n  or agreement between the ranked

criteria p rovide d by the interviewees. The degree of asso-

ciation was examined i n  t w o  g r .  u~~s.

;rou;~ — — w i t h i n  t h e  p o p u l a t i o n  of ~ r~~c i n g exp erts

r o .~ I -- :e tw ce r . subsets o t  p o p u l a t i . r i  A F L O  or
AFSC .

T h i s  t e s t , a m e a s u r e  o: :~~n s i s t e n c v  w i t h i n ,  t h e

p r i c i n g  c omm unit y , w a s  n e C e s - . i r v  i n  o r i e r  t •~e n e r a l ~~ze

the r e s u l t s  of t h e  ; r i c i n g  p o p u l a t i o n . he  s e : o nd  test

was ; e r f o r m e d  to  d e t e r m i n e  if the h fferences in bu ying

m i s s i o n  b e t w e e n  AFS C and  A F L~ a f f e c t e d  ~e c i s i o n  c r i t e r i a .

B o t h  t e s t s  w e r e  :..e r f o r m e d  u s i n g  ~e n d a l l  C o e f f i c i e n t of

Concor dance. (See Appendix }
~~.)

The Kendall ’ s Coe t ficient of °or .cordan ce is a

measu r e of the .lgreement of rankin g s of , i  n u m ~ er of  sub-

jects and therefore in this stud ,’ we u s e d  the Kendall test

to determine the degree of agreement among the criteria

provided by interv iewers. The coefficient equals one when

~~~ - .. . .  — . . — .
.
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there is perfect agreement and zero when there is no agree-

ment (14:148). The hypothesis tested was:

H0: No agreemen t exists

HA : Agreement does exist.

Through the use of this test , a si gnificance level

was determined . A small si gnificance level indicates that

consistency or agreement exists and that the null h ypothesis

may be rejected (20:.6). The results of the test permitted

the rejection of the null h ypothesis which indicated that

the rankings were a valid basis for further study. Detailed

anal ysis is contained in ~hapter 3.

The data from Phase 1 were also analyzed to pr ovid e

a decision model. We h a d  intended to develop the model

bas ed upon ~ec :sion tree anal y sis , using the c r i t e r i a  and

decision rules obtained in Phase I. The model was to be

limi t e d  t o  a max imum of five factors and include only those

c r i t e r i a  w h i c h  had been p r o v i d e d  d e c i s i o n  r~~~es by a t  l e a s t

51 percent of the inter view ees in response to q u e s t i o n  t en

of the interview guide. Each criterion was to be estab-

lished as a decision point in the decision tree , and at

each point a decision would be made as  to whether the

prop osal was to be sent to the p ricing s t a f f  or retained

in the buyin g office. However , due to the nature of the

leci si on rules provided by the interview ees , we were unable

t emp loy the le. isi o n tree approach . The rules obtained

‘:3
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f ’om  t h e  p r i c e r s , in  a lmos t  e v e r y  case , i n v o l v e d  a caveat ,

which prevented its use in decision tree analysis. As a

result , we developed a model consisting of the five selected

f a c t o r s , bu t  w h i c h  c a l l e d  f o r  a “m a j o r i t y  r u l e ” d e c i s i o n

r a t h e r  t h a n  a d e c i s i o n  t r e e  a p p r o a c h .

Phase  I I .  Data collected in  t h e  second ph a s e  were  a n a l y z e d

to d e t e r m i n e  w h e t h e r  or no t  t h e  use of  t h e  d e c i s i o n  model ,

based upon t h e  s e l e c t e d  d e c i s i o n  r u l e s . r e s u l t e d  in  d e c i s i o n s

d i f f e r e n t  f r o m  t h o s e  ma de  u s i n g  t h e  d o l l a r  t h r e s h o l d .  The

d e t e r m i n a t i o n  of  d i f f e r e n c e s  w a s  accomp l i s h e d  t h r o u g h t he

comparison of act ua l decisions made using the dollar thres-

hold to decisions we arrived at usin g the model. Results

d i s c u s s e d  in  ° h a p t e r  3 s how  that the use  of  t h e  m o d e l  d~~d

r e s u l t  i n  U f f e r e r . t d e c i s o n s  t h a n  those o~ t am ed under the

t h r e s h o l d .

~i’hile our analysis in d i c a te d that the model pro-

duced  d i f f e r e n t  r e s u l t s , i t could not indicate if the

r e s u l t s  were  “b e t t e r ” . H o w e v e r , s i n c e  t h e  model  i d e n t i f i e s

contr acts which , in the op inion of the exp erts , r e c e i v e d

a c t i o n  b y t h e  wrong  g r o up  ( p r i c i n g  s t a f f  when COs s h o u l d

have handle d them or vis a versa) then we assumed that the

model provided for a better utiliz a tion of p r i c i n g

r e s o u r c e s .
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Assumpt ions/Limi tat ions

Assumptions

1. The samp les of pricing personnel were repre-
sentative of the Air Force contracting community and
therefore results can be generalized .

2 .  S e l e c t e d  s t a t i s t i c a l  t e s t s  were  a p p r o p r i a t e
for  the  t y p e  and n a t u r e  of t h e  d a t a  o b t a i n e d .

3. Interviewees answered questions honestly and
c o n s c i e n t i o u s l y  and  h a v e  t h e  k n o w l e d ge n e c e s s a r y  to pro-
v i d e  valid op inions and decisions.

L i m i  t a t  ions

1.  Time and resources available to researchers.

7 . T i m e  p r o v i d e d  by i n t e r v i e w e e s .

3. Access to offices located outside of Wright -
Patterson A P P.. H .
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Chapter 3

DATA Stfl’QIARY AND A N A L Y S I S

T h i s  c h a p t e r  d i s c u s s e s  t h e  data collected and the

analysis of that data. This chapter cont ains a discussion

of interview .ue stions , a statistic a l and descri ptive sum-

mary of interview results , and an anal ysis of the statis-

tical tests :~erformed on interview results. our f indings

an d  recommendations ba se.m upon the se analyses are contained

in  ~‘h a p t e r

In tervie w procedur es

Int ervie w s were conducted with t h e  p r i c i n g  p e r s o n n e l

in  . iccor ~~. i n c e  w i t h  ~u r  r e s e a r c h  ~esi cn outlined in Chapter

. Thirty :ntervie ws were  conducte d ou t  o f  t h e  se l e c t e d

s a m p l e  o f  3 ’ p e r s o n n e l .  One pe r son  r e f u s e d  to p a r t i c i p a t e

in an i n t e r v i e w  n t h e  b a s i s  that he  f e l t  t h a t  r e s e a r c h

s t u d i e s  i n  t h e  A i r  F o r c e  ~e r e  too f r e q u e n t  , .nd d i d  no t  pro-

d u c e  a n y  r e s u l t s .  Th ree  p e o p L e  had left ovcrflm eflt s e r v i c e

or  had  been t r a n s f e r r e d  o u t  o f  the pricing office , and t h r e e

w e r e  or leav e or t r a v e l  s t a t u s  d u r i n g  t h e  interview ~e rio d .

The rema in ing 30 represent a stratified samp le of t h e  popu-

la ti o n and are considered representat ive. 
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‘
~~e found that the pricing personnel who partici-

pat ed in this research effort were ver’; help ful and co-

operative . Man~ had prepa red wr itten responses t o  t h e

q u e s t i o n s  on th e i n t e r v i e w  guide pri o r to the interview.

F u r t h e r , a l t h o u g h  the  q u e s t i o n s  a s k e d  f o r  on ly  o p i n i o n s

and b e s t  e s t i m a t e s , m an y  of the p r i c e r s  c h e c k e d  h i s t o r i c a l

f i l e s  and r e c o r d s  p r i o r  t o  r e s p o n d i n g  t o  t h e  q u e s t i o n s .  ~‘rj

t h e  a v e r a g e , t h e  ~n : e r v i e w 5  l a s t e d  a~~i . r o x i m a t e l ;  -.5 m i n u t e s ,

y e t  a l l  of  t h e  i n t e r v i e w e e s  w e r e  w i l l i n g  to  sp e n d  t h e  t i m e

needed to  a n s w e r  t h e  ~: uc s t i o n s .

General ~~es t  io ns

rhe int er~.’i ews c.~n si seed of ‘ en basic c~cestio ns as

o u t l : n e : ~n t h e  i n t e r v i e w  g u i d e  ( A p p e n d i x  D ) .  T h e s e  q u e s —

t i o n s  w e r e  used  a s  a s t a r t i n ~’ p o i n t  f o r  t u r t h e r  q u e s t i o n s .

A d l i t~~o n a i  .~u e 8 t  i o n s  a n d  issues were r a i s e d  . deter m ine

t h e  r.l tiora ’.e ar .u  r e a s o n i n g  b e h i n d  t h e  r e~~~o nse c  to  t h e

first ten ;u e s t lons . The question s were asked i n  . e

sequence sb cr on the g u ii e since la r t e r  que stions built on

earlier ones. ~~~‘ ? a b u l a t e d  t h e  r’sponse s to e a c h  q u e s t i o n

b o t h  b:i c om m an d  and  h:; t o t a l  A i r  Force r”s;onse. We an, —

l v z e i  the responses det ermine trends and a l s o  to deter-

m i n e  i f  t h e  r e s e a r c h  o b j e c t i v e s  of each question had been

met.

ç~~~s t i o n .l .  ‘
~e began each interview wit h a general dis -

u U S S l ( ’ f l  o f  t h e pricin g d ollar t °resholL Our ob ectiv e of

_ _ _ _  _ _ _ _  ~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~
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t t e  f~~r sr .~u eS ion  ~as t .  z u c u s t h e  i n 1 e r v ~~r cce ’ s t h i n k i n g

on t n e  r e a s on  or  an d  h a s  .-, o f  t h e  t h r e s n u  . The f i r s t

qu •s i. ’r, .~~~~:; n .. . p a r t s .  The f r s  p a r t  ~.c n  t t o  d e t e r  —

m i n e  e r . i t i . ,-rt .i le f r  tt ’ e u s e  ot any t h re sn I : , i n  l i e u

0: the USe ’  o i  poss~~L l e  o t h e r  c r i t e r i a ,  a ’~ t h e  ; . r i m a r v  led —

s : n rule. ‘de .~~~ t e  .r ~l v  S.  ::.u ~~’ a t  successful

:h~~. O~~~e c t : ’ .’ e . . i : n c a r :  one  of t n t ’ q u e st :  n .  M o s t  of t h e

p r c o r s  ‘ : .i 1 e S . t e a  It  .~ t r a t  i o~ a I e f o r  the

e~ i f ~ c l l. i r ‘.‘~~l~~e of the t h r e s h o l d , r .~ : t - e r ’ ~h an  w i t h

the r a t  :on.ale : t h e ’h  r to .no : : t s e l f .  Evc ~ ,i t t e r  .~~e

d a t  . : :e I the ~ues ’ : :n , some r e s : n se s  s t  i i :  : eu t ..:

t n e  s , .’c :~~:c do lar imo . .n t  h : s  i s  sn b e .  ,
~ in the

t .a~’le ot r e s : . o n ’.e~,

~l~ H ::  N I a  I ’ . ‘ f ’ ’ F F : N i  ~~, .~HA T I S  T I :  hA ~~.S F OR TH~
~‘SE F A :; L ...AR T H R E :~H L ~ :~-~ rH E E l S :  ~

F E~~P N ~E AF L.~ AP SC ~~~~ NIT

E a s y  ~~~~~~~~~~~~ so’:.

A l l rul e s by th’ ’ ; ’o ’d 11

Rel l ’ cc t o c ’n. p e x ;~~y .~~~~ 17

~-i’.~~u :r e’l by  ~\ - ~FR i.. .. ‘- 3_

Fo c .~ses  on p o t e n t  i . i l sav:ngs ‘ U

TI : T .t als f o r  e a c n  comma ni a to  tm ore t t j n  100 er
.e mu l~~:p 1e r ’s: .r. se s .,~’r’.’a i H . ..~’l.



Of the c.ite~zories above , we considered the first

three to dea l w : t h the ration al e for the threshold itself

and the last two to d~~.il w ith ‘he r a t i o n a l e  for the s ; : e c i f i c

dollar amount of t h e  threshold. ~ f t h o s e  r e s p o n s e s  d e a l i n c

with the tnr esho l ,.l i t s e l f , th e ma jor it’. focused on the ease

of  app l i c a t i o n  as the basis for the us’.’ of a t h r e sh o l d .  A

.~o l l a r  t h r e s h o l d  ~s easy an : conven :ent to use. S :n c e  t h : s

was r e g u l a r ! ’ ,  c i t e d  as  a m a j o r  b e n e f i t  o t  tre use of a

t h r e s h O l d , t h e ’  east’ of  .ipnl:ca t ton. of in ; al t em it i~~e I s  an

im~.ortant cons: d e r at i o n .

The p r i c e r s  a l . ~o :nhca:el t h a t  t h e  r .’l 

o t  ~ol . ir  ‘.‘a i .~e t o  c ’ m : i e x l ’ v :s an  :m : o r t a n t  b a s i s  f o r  t h e

threshol d . ‘~e be I i  evt’ na t t h s i n  1 .:a ‘‘~~ i t complex it v

shou l I ~e con~.idc re d in the nr. c :n .~ J ecis~~on ,:n .t t h a t  ~ol-

l . i m  va~~~e i s  in e f ’ e ct  i ’ .’ e ~~~ y t o  : r c a s u r e  con.; l e x i ’ V .

~..e ’. e r , t h i s  i s  n t  b or n e  cu t I v  lat e r ..e s t i n s .  A

smal l er ,: t’’~ i g ’ ’  o f  n o  r~~’., or .ses f o c u ” .e ‘n ~~~.‘

s i . e n e ss o f  l~~l a r  t h r e s h o t s  t t r o u g h o u t t h e  con ’ r a c t ~~n c

ro ces~ D o l l a r  t h r e s h o l t s  a r e  .s e :  .15 .i b a s i s  f c r  the

i n c  1 .s : . n of s: cc a 1 c l au  s ’s  , : or t h e  m c  u 1 r emen t

V Ou S m e .  ‘~ w s • . i rd f o r t ~e obt  i i n  n ~ of adm ~n i s ;r i t  i .‘ c

r vi I . Tb ~ s 3 it u t e  w a ,c CX ~) t  e~ S e t  by ne nr  i c er as .

~e use 1 11 i r  t h r e s h o l d s  f o r  e v e r y t h i n g  e l s e , why  n o t



P
As men ti .ned ab o v e , two cate gor Ies of responses

d e a l t  w i t h  t h e  r a t i o n a l e  t o t  t h e  s p e c i f i c  d o l l a r  amoun t

ra th er t h a n  w i t h  t h e  r a t i o n a l e  f o r  t h e  u s e  ul a d o l l a r

t n r e s h o l d .  ,e’ b e l i e v e  th at t h i s  p e r h a p s  :n d i cj t e s  t h a t

: n e  use o f  a d o l l a r  t r ~r e s h o l d  is  e r c e i v e . l  as a “given ” ,

o r i n  o t h e r  w o r  I s , as som ethin g w h : c h  i s  n o t  even  s ub j e c t

char.~te no of  t h e  r e s p o n s e s  p r o v i d e d  :r . d i c a t e s  t h a t

t h e r e  i s  .i .~ :d e s p r e a d  m I s c o r c e :~t i o n , p a r t i c u l a r l y  .imen g

AFLC p r i c e r s , i s  t .  w h a t  t h e  DAR r e q u i r e s .  A , c i c n i :  i c a nt

:ort :on 0:  A p : . c r . c er s  ( . .. p e r c e n t )  s t a t e ~ t h a t  t he

re ason tot th’.’ t h r e s h o l d  ~~s that tb ’ .’  DAR e s t ab l i s h e d  i t .

Th i 5 :s ; i a ~~n l v  ~r c o r r e c t  “
~~ ~)A F . d u e s  s e t  S100 , 000 .00

i s he  1 v 1 1 c h s u:r e : ‘mm o : ; r e . i n i  I ‘;s I s  mu a t  I .e

mm ’ . ’ . : .  h ..c ’c.’ r , ~ :. A~: ~~~ ~~~~ ~~~~~~~ b y  w h o m H

r i c i n g  m u s t  c d on e .  : ~ I c e s  n o t  ;e t  do l  l a m  val u e ~is  t h e

so l e ’ : . i s . s ’ . o— :, , i ~. : n g  t b , i ’ 1 e c i s ~~~r. .

in  AFL .~ , H~ AF LC Pr .c  i n c  l ’ . .~~ i c y  h a s  e a t  ab l  ~s he d

i $100 , 000.00 t h r e s h o l d  f o r  i l l  A F L (  : r I c ~~nc o f f i c e s . We

f ee l t h a t  t h i s  c n t m ~~I u t t ’ s to t h e  m i s c o n c e p t i o n  since the

o f f ~~:es see th e’ t hreshold is I : r c c t . i~ ’ e and  n o t  s u b j e c t  t o

. i l ~~u s t m e n t  , T~’: s  m : s  n c e ’. t n i s  i l s u  e v i d e n t  i n  the

r e s ; o r s e s  to  ~~i r t  two of  th ~ q u e s t i  n

Tb o ob j e c t i v e  of a r t  two o f  t h e  quest I on  was  t o

d e t e r m i n e  t h e ’  r a t  ion .i I e for hi’ sp e c  i ~ i c d o l l  a m  a m o u n t
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used in  each pricing office. ~h i l e  the dollar amount is

$100 , 000 .00 in  a l l  of  t h e  AFLC o f f i c e s , t h e  am o u n t s  v a r y

s i g r i i t i c a n t i ~ w i t h i n  AFSC.  The  d o l l a r  t h r e s h o l d s  f o r  t h e

A F S~ o f  f~~ces  a r e  shown be lo w

SAMSO S 500 , 000
ESD ..,0 ,000 (R&D)

500 ,000 (Systems )
ASD ,000,000
ASD:R.t,D 500 ,000
A ’JTC 500 , 000

Prior to cond u cting the interviews , we b elieved

t h a t  t h e  d o l l a r  l e v e l  was re lated t o  workload and to type

of Item purch ased , s i n c e  t h i s  s e e m e d  t o  ex~~l . i i n  t h e  d i : -

ferenLe between the co~~iands. The  r e s u l t s  o f  q u e s t i o n  l b

~n d i c a t e  t h a t  t h i s  i s  p a r t  t a l l y  t r u e .

çVEST~ ON b:  I N  Y ’ ! R O P N  N , WHAT is :HE FA~~:S FOR THE
SELE ’Tl . N CF THE PARTIC .AR ~~~~ I . LA F V A L I E ~~~~~~~~~~ A S Thi .
T H R E S H  I D ’

R E S P ONSE A F L O  AFSC C O M B I N E D

ue t o  wori .load i .;.

~e’~~ited to review levels 1. 19

Set 
~~:‘ regulation/law F 41

Rel .ited to inflation 0 11 6

Tl~e results show that the has~~s f o r  t h e  s p e c i f i c

d ollar m ount of the t h r e s h o l d  v a r i e s  s i g n i f i c a n t l y  by corn—

man .l . Th~~s may refle c t the type of item b eing pur chased

sinc e the c n ~~.mn1 ’ p u r c h a .ce very l i f f e r e n t  type of ~~od uc t s.
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As mentioned earlier , Ht.~ AFLC Pricing Policy has

set a Sl0 0 ,000.0O thr eshold for a ll ALC offices , and there-

fore the indiv i d u a l  pr ici ng off ices do not h av e  t h e

a u t h o r i t y  to adjust the threshold. This is reflected in

the low AFLO res~ onse of inflation and w o r k l o a d  as deter-

minants of the dollar amount for the threshold . A g a i n , the

m~~sconception t h a t  t h e  l e v e l  h..is been establi sh ’.”: I v  the

‘JAR is prevalent , as indicated l v  the ‘2 ;.‘.‘rcent response

to this .nswer.

in AFSC . on the ot :~er b ,mn .,! , each : f - e sets its

o w n  t h r e s h o l d  l e v e l .  ~I ’i l ’.’ t h e  m . m ’ o r i t v  of  t h e  o f f i c e s

r~~g in al v esta b lishe d th e level . m t  S 100 , 000 . 00 , t h e  o f f i c e s

h.iye :ncreased th.~ thresh 1 o v e r  t t’ The i n c r e a s e  has

eon .t ~ ,c m~~i n l v  to wot ’i i oa .I . ‘w i t h  a small ercen t .ig o of the

:ncreas” due to tnt ’ e f f e c t s  of  i n : l . i t i o n .

:n  b o t h  c n u r a n l s ,  . m sm a l l  n . .~m ber  of. t h e ;r i c e rs

c :te d • the r r~’ .1ew leve ls as t h e  , m s i s  f o r  t h e  d o l l a r  

nt of the p r i c i n g  t b r e s h o ’, d .  :.e believe that the d e l —

lam levels ire set the s a m e  f o r  the numb er of s t i f f  a c t i o n s ,

sucn  Is revie ws and p r i c i n g ,  in order t o  a v o i d  c o n f u s i o n

.in I for m d m i n i s tr .i:i ve ease.

~~est 1on s .. W i t h the first question , we established the

b a s i s  for the u s e  of the dollar threshol l deci s ion rule.

In our second and third ques tions of t h e  i n t e r v i e w s , we
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attempted to determine if the rule was always followed ,

and if not , under what circumstances was it not followed .

Prior to the interviews , we believed that the threshold

r u l e  was most li ~~eIv not always strictly adhered to.

mainl y due to workload problems . Further , we felt that

by ex amin in g the instances when the rule was not followed ,

we could gain insig ht into the decision makin g processes

used in p r i c i n g .  ~e used question #2 as a lead-off ques-

ion for th~~s to pic .

Q U E S T I o N  s , . L ’~ y, : ~N . W dR ANY P R I C I N :  A ’ T i n N  AcCEPTED
BY THIS OFF I CE WHICH DID NOT FoL1 ..CW THE DOLLAR T1~RES H O I~
RL’LE ? IS rHER WoRDS , . N T R A ~~TS Ah~ VE THE THRESHO1.~BEINC RE’r’ :cNED TO rIiE c NTRAC T IN : O F F I c E R . OR C N TRA C TS
BEL OW THE T H R E S H  L~

’ 
~E N A C :E P T E D  BY T H I S  OFFI ’E’

As we expected . we . f o u n l  t h a t  tne r ul e was not

f o l l o w e d  in  a l l  c a s e s .

RESP O NSE A1I .C AFSC d.~ 1B l N E D

Accept cases be i w t h r e s h o l d  ~~~ ~~~~~~~

Reject cases above t n ’ .  t h r e s -
hold

Reject above , but o n l y  w i t h  83’;. ~~~
a part i .i l 0 3~~

The res~ onses indicate that alm os t all of the

offices :10 acce nt cases below the threshold. However,

this does not mean that the pricers are handling below the
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threshold cases as norma l price actions. Rather , on these

cases , the pricers provide advice and guidance , assist in

the use of sp ecial techni ques such as the learnin g curve,

and may review the final Price Negotiation Memorandum (PNM).

However , the final responsibility for the c.m se still rests

with the contracting officer who m u s t  p repare the negoti-

.ition objective , handle negotiations , and write the PNM.

As one pricer stated , “we ’ll hold the CO’s hand and provide

moral suppo rt. but we won ’ t do all the w e r k  fo r  h i m . ”

At least some of the personnel in every pricing

offic e st .ited that actions above the threshold were

r eturned to the c o n t r a c t I n g  off~~:er bec ause the workload

in the :ric i n g  office w as  t o o  gre. it. In m o s t  instances ,

these Cases were ret...rne’i with o ut •mnv act ion at 311 . The

most t h a t  w.is offere d ~~~ as sisr .Ince as would norm all y be

; r o v  i ~ed o~ a below the t h r e s h o l d  c.ms e. However , in one

~r i c i n g o f f i c e  SA~t S ) ,  n o  cases were return ed without

some form of pricing anal y sis. Every file returned

rece ived it least a p a r t i a l  review consisting of a sua~~a r v

of audi t flnd i n~.s , i listing of p o tential proble m areas .

and an ~n dic at~ on of  po ssible negot iation .inp ro .m che s . We

be l ieve that this procedure repre sents an e x c e l l e n t  c om-

promise between the use of limited resources and the need

to p rovide assistance t o  the co nt rac ti n~t o fficers.

3.~
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An interestin g phenomenon was noted in  t wo separate

o f f i c e s .  In  both offices the chief of the office stated

that no cases were returned without action that were above

the doll a r threshold. Yet p ricers in these offices ind i-

cated that they had pe rsonall y returned a number of such

cases. This indicates both a l a c k  of  s t a n d a r d  p r o c e d u r e s

within the off i ce and  a l a c k  of c o m r n u n i c a t i o n .

~~esti on_ *3 . W ith  the second questi on we determined that

the dollar threshol d was not .iiwavs foll o w e d . ‘
~e then

attempted to let e r m i n e  ~~en and ~h y i t ~~as  not :ollowed .

,~uestion 3 ex .imined these :ssues. The : i r s t  : . i r t  of :r~is

q u e s t i o n  w a s  a i m e d  it d e t e rm:ni n g th e,’ ~e rce r ,t .igc of ; r , c i i g

actions wh i ch li d n ot :ol w the rae. ‘ u r  pur p o s e .~as to

determ ine i f  non— a dherence t o  the Jol i.m r th . eshol .: rule

w a s  a common o c c u r r e n c e .  Th e results i n d I c a t e  t h .m t non-

adhe rence is f a irl y common .

‘~UEST ION 3.i : WHAT PERCENTA E OF THE TOTAL N t ’ M B L R  F ~, N _
TRACTS ACCEPTED BY THIS ~RFI:E DOES NOT F O L L O W  THE THRES-
HOLD R’~’LE 1’

R E S P Y N S E  A F L C AFSC CL ~~1 B I N E D

Less t h a n  t en  ne rcen t of
cases  ~~~~~~~ 

3 q - _

Be tween  ten and t h i r t y
p e r c e n t  7 17 13

Above th~ rtv percent .~ 28
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The responses seem to in d icate th .~t A FS returns

a mu ch h i gher percentage of cases than do e s  A F L C . We

believ e that this indicated that A FSC had a m u c h  more

sever e wo r k l o a d  problem than does AFL C . This belief was

l at er supported by  responses to question 3c .

The r esponses to t hi s q u e s t i o n  (ia) varie d greatly

even w i t n i n  the same off i c e . We believe th i s is due t o

the fact t Ha t .in ind: v~dual pricer ..oull onl. have know-

led ge of th e flu — er ‘f  c o n t r a c t s  he p e r s o n a l l y  h a n d l e d

which did not f)llow the rule . m d  woul d not necess aril y

he aware of the p erc en :a~ e of an o f f i c e  w i l e  basis.

After de t er mi n i n g that the doll a r threshold rule

was not fol i w’.’l in a re l a t i v e l y  large number of cases. we

attem ; t e d  to  Iete rm’.ne wno n a d e the d e c isi~ n to accept a

case b e l o w  tt - e thresh o ld or ret ~.mn a case alov e the thres-

ho ld Our ; :rimarv purpose wi t h  t h i s  ‘;uestion was to deter—

m in e i f  the c o n t r a c t i n g  ~ersonnel were involved in this

dec i s  i on.

~1’EST N 3b: ..~i MA RES THE D E C I S I o N  To ACCEPT/RETURN THESE
ACT IONS

RESPONSE AFLC AFSC (O~1BINED

Pricin g ch ie f 86~. l7~ 471.

Pr ice Analyst 7 38 25

Pricing croup 7 2~ l~
Join t decision w ith contractin g 0 1 9

3~)

~ 

~~~~~~~~~~~~~~ ..



The results indicate that t h e  p r i c i n g  o f f i c e  a lone ,

wi thout contractin g officer input , ma kes the decision in

a l m o s t  all cases (~e1 percent). It appears that in AFSC

t h e  price a n a l y s t s  .ire delegated somewhat more authorit y

to make these decisions than in AFLC where m o s t  of the

responsibilit y rests with the p r i c i n g  chief. In one AFSC

o f f i ce . .m panel of pricing a n a l y s t s  and branch chiefs

review all contracts being con sidered for return to the

contractin g officer , and  a joint de c is i .n of  a l l  t h e

~r~ cing cersonnel is m ad e. 1~c fel ieve t h t  this allows

for mo re efficie nt use of pricin g ; e r s n n n e l  s i n c e  ~t a l l o w s

t or t h e  sh I f ting of workload .mr’. ’ng the i n :~~vid u a l p ricer s .

In  ~n l.’ one o f f i c e  i S  c c n t n a c t : n g  i n v o l v e d  J i r e c t l ’  i n  t h e

~n 1 t i . i l decisi o n ca~~ing pr ocess. However , in d iscussions

follo w in g this ~ue s t I ’n , we found that  the contractin g

offi cer has the f~ na d ec i s I on in almost all c.m ses. A

pr icing deci si o n t o  r e t u r n  .i case .ib ve t h e  t h r e s h o l d  i s

actu al l y only a rec mmer~~.it :on since the c o n t r a c t i n g  officer

can refuse to accep t the case back.

Since the interviews up to this point clearly indi-

cated th a t the p r i c e r s  were ma k in g decisions us in g some

c r i t e r t a  o t h e r  t h a n  j u s t  d o l l a r  t h r e s h o l d , our  n e x t  q u e s t i o n

a t t e m p t e d  t o  d e t e r m i n e  what f.ictors were used in making that

decision. The ~.urpose of the question was o n l y  to d e t e r m i n e
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~t’,mt f actors w e r e  considere d i::~:o r :  an t  by the r i c e r s .  j~~

th i s que stion we did not .Itte :: ip l to obt a i n d e f i n i t i o n  ot

th e fact rs or a r.mnk ing or  pr ~or i t  i z i t  io n of  t h e  f ,~ :t  ‘rs

We bel ieve l t h a t  these I t oms .~~’ re not necess ary at this

poIn t in t t ~e in tervie ws since the f.ictors m ent~~one’l i n

r es :~urs e to this que st i Ofl would e used onl y as a founda-

tiO n  t o r l a t e r  q ue s i - n i n g .

cLESTION J c : N t~H A r  B A S : S  I S  THE D F ° I S I  N

P E SP~ N~~P AFCL AFSC

W ork load 2 l ~. 7 2 ~ 50~
Lotfip l e X i t .

t ’ontr ,lc ti r.g ff i ce r
ex :erience .1~ 

- b ’

Cont ra ctor 0 ‘

Doi lar v a l u e  1~

Coci p l et e n e s s  of
p r o p o s . m l  4

Pol itical pres sur e 7 17 13

Type of contract .~~~
‘

t’~m o u n t  o f  :cm; .’titi on 1. 11 12

P e r f o r m a n c e  n e r i o d  ‘

Spec i a l  : r v i s i o n s  1. .~~~~ I

N O T E :  Percent ages hI to more than ~00 per :ent c ause
mu l ti ~ Ic responses were allowed.

0•~ 



rT ~

As was expected , workload was listed as the most

important fa ctor. This is log ic al si”ce no decision would

h a v e  to be made if w o r k l o a d  wa s no t a proble :n . The response

to th is question seems to indicate that AFLC has a much

lower workload problem than does AFSC. This was also

indicated in .;uest ion 3,i which showed that the majority of

the ~rice rs in AFLC felt that less than ten percent of the

contracts were returned to the contracting officers , while

the m a j o r i t y  of the p ricers in AFSC felt that more th i n 30

p e r c e n t  0: t h e  c o n t r a c t s  were return ed .

While A PSC ci t e d  wor kload as the p r i m l r v  f a c t o r ,

A F L C  c i t e d  comp l e x I t y  m o s t  often. In  a l l  of  t h e  o t h e r

facto rs . the coc~~an l s showed l i t t l e  difference. Letai led

dis c us s io n~ ot these : m c t u r s  .ind t h e  b a s i s  f r  the factors

ire :r ..vHei ~n the ana1 v s~ s ot quest i n :7 , ~~~ , and  ~~~~~

I n a l  q u e s t  ~~
. n i n  t h e  a r e a  1 n o n - .m d h e r e n c e  t o

~~ e b r e s h Id rule w a s  t o de ermi ne if the individual

~r~ cin g o ffic e s hal a w r I t t e n  poli cy of how these decisions

s h o u l d  t’ ma de ...~ f o u n d  t h a t  o r l y  one  of f Ice in both AFS~

. i n I  AF LC had i w r i t t e n  p o l i c y .  The polic y was a pricing

office o p e r . m : i n ~ i n s t r u c t i o n  w h i c h  was ;rep ared by the

Ch ief of Pr I c Ing for :n t e r n a l  use w i t h i n  the p ri ci n g office.
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~L E ~~~l u N  3 d :  IS I b i l E  A R I T T E N  P 0 L I ~~Y ?

RESPONSE AFLC AFSC CONE I N  EL)

W r i t t e n  p o l i c y  2~ 0 1  l3~

No written polic y 71 100

~u t s t i ’ n .. The first tt ~r e e  ques t i ns ~ndi coted t r .it con—

tr .mct ing o! : i:ers were , on , so:::e:Ooit r t c u i  i n  h i s  i s ,  h i ving

to jr .alvc e p r i c i n g  c a s e~ . . H i c h  w e r e  above the t. rr esh cld. i n

t other w o r d s , c .’n tra ctin g o t t I c e r s  were ;‘ e n l . . .i n b . :r i ce

. m n a l . s i ,  w hich i c c o r l i n g  t . o ffLe i n s t r u c t I o n s  s h o u l d  h i v e

Leen h an d l el b y tn e p r i c e r s .  Sin ce this w a s  t h e  c a st , we

sought t o  d e t e r m : n e  if t h e r e  .~. m s  in .’ perc eict : difference

L et een -c ~ ual i’ of ‘he .. per formed H. t~ e price ana—

l /sts JS c o m : a r e  ) t r  .~ r .  pt ’rf~~r med t v  t h ~ c n t r m c t i r g

o f f i c e r s .  u r  p u n :  ose  h e r ’  ~~is t . fi n I out ~f the p ricers

h al in . sr~ec i a l  s’ i l l s  r . n i q u e  t a l e n t s  above  those of the

contrac t in g officers.

~~EST I ‘N S .  DO IOU FE E . T CA T TH E RE IS  A D I F F E R E N C E  I N  Th E
EFFE TI’.’bNF.~ S (A ~~ ’R A I , .N~ LE T ENE SS . T I M E L I N E S S . DOLLAR
SAVI N C: T~ THE ~oVE R N N E N T , FT .) F FR IC N : ACTI NS I’ERFORNEL )
BY T H I S  01 :~ I E  A~ ‘ ‘NP ARED FRI :~ .~~ T : s~~~~ F R F°R~~ED ~ y
THE NTRACT INO .

S i n c e  we asked tI - is q u e s t  ~on only of ?h  p r i c e r s  we

expected mr. ov erwn e im ing “yes ” response, m n~ w e r e c e i v e d

one. Eve r . p r i cer :te ~d ‘hat pric ers perf ormed a l ett e r

. 4 )
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job than contracting officers in th ‘ a r e a  cf ricin g . Most

felt th at p ricers did si~~nifican tl v bett e r. Typ i c a l  corn—

m e n t  s includ ed a comparison of p r i c e r s  to  b u y e r s  as a n a l .~~ous

as comp ar inc doctors to nu rse d . Oth er c omm en t s  i n c l u d e d

s t a t e m e n t s  such  as , ‘‘ Cu ’ s ju st don ’ t H a v e  t h e  a b i l i t ’ .’ to  :o

p r i c i nc, ’’ ‘Mos t C0~~s d o n ’ t l i k e  p r i c i n g  an d  t h e r e f o r e  do a

poor job , ” and “Many times the CO ’s just give a w ay  t L e f i rm. ’ ’

~e rc ~ogn iced the i n h e r e n t  we.i~~ntss of .i sk ir e: the

q u e s t i o n  oni . of p r icers. . e  expected r t e  responses to I-c

h ei’ .:ly b iased ; howe’,’cr , ‘.~~~~‘ ~ncl uIed m e  q u e~’ t i n i : n l y as

a s t a r :  ~n g p o i n t t o  d e t e r m i n e  ‘wh y p r i c e r s  - n S I  :‘~n el tb.::-

s e l v e s  so mu c h  b e t t e r  i n  : ‘ n i c i n g  t h i n  c o n t r a c t i n g  o f : i . c e r s .

O u r  o b j e c ’  i . e  w i s  t~ d e t e r m i n e  w~~i t facL’rs m i l e  t h e  p r i c e r s

s u c h  e x p e r t s  i n  ‘‘“ ie l.I .

N ~a : W H Y A P E  PRICERS E F T T E P S  THAN CO’S IN PERFORNING
A ’T. NS?

RESi’ N~~E A F F ’  AF SC C O M B I N E : ’

E lu c a t ionai H,ic~~grou n d 57~, ~~~~~~~ 53~~ ,.

Technical Training .3

Experience 50 .4.

Focus/i:: i ude ‘- .. 56

N TE : Pe rcenta ges add over i :l~ penc er.: sInce m u l t i p le
respo nse ; were all owe d .

.1

I



As shown above . tb m ost cited a:o., ...~s t P a t  t h e

.S  d : :  t e r e n e:..een ;r I c et s an d  l ’uvers. h . t h i s

t h e  p r : c e r s  m e a n t  t i l t  t h e t o  c r ..~ s lok. ’d ,it tI:.~ t a sb of

p r :c i n c  d i f f e n e n t l ’ .’ . Tb~ p ricers -: e e,’ p r i c i r :  is t h e i r

pr~~:..ry t i sk  a n d  ‘ne t h a t  b . i i  to  I -c d o n e  t I. ’ .r ..;hly .,no

comp et.’lv 1r. all Cises . i~~’ c~~ntr jc ::ng f~~I . e~~s , on tPi’

t n e r  b i n  I , see : ‘ r : c i n g  is  j u s  one o: : t I . n v  t a s ’.s  wh i ch  m u s t

t e  ~ . :‘p I e t c i  . n  c r .: er  t o  ge t the c ’ p : n a c t . g ’.,. r d e d .  :t h s

n . m o r e  r t.i: . ~~~~ th .in in ’.’ c ’ t l e r  c n t r a c t i n . :  t.i -~~~. F.Irthe r ,

p r i c e r s  s t a t e :  t h  ~t :h~~ c o t  r a c :  i n c  o f f i c e r s  f a c e d  .m n u m b e r

of  : : e,’ p r e s s u r e s  .~h ; c t ’  w e r e  n t  so c v :  l e n t  ~n t~ ~. r : c i n g

o f f i c e . C n t r i c :  i n ,  o f f i c e r s  . i r  “ ‘ n . - , ; a : - . ’ 1, ’ ~nd ’. r  r e s s u r e

c u s t o m e r  10 cc ’ a c ’n tr.i C t . i w l r : t ’ : as s. t- as

s~~b l e .  . h : . .r: ce~ s arc t ic ’~ : . i ’ ’  t i m e ,  s ’ .~n : . . r . l s  f r

p e r  f o r m  i ng a r c ‘ a , H. p ’ ne s sun es a r t  not as ; nt .n s e -

i r : c e r . ~ c . i t
~~~ ’ ‘ h a t  t ’ e c m i  :n.i ’ i n 0: ‘~~e nt’’’i to get t h e

job I r e ~u:c~ iv and ‘ “ e fac’ th a t r I c i n g  was just cn~ of

m a n ’ . ’ ~s t . ’r e c, . ’ n t  r a c t  i n g  o t t  : - .r c grea tl y con :  r ~b u t e d

t o  :‘~e ;~~~ r ; u . m l i : ’ ~’ of ; r i .  i n c  ic ’  i o n ’ . ‘r f ’ r m e l I y th e, ’

r Ict ~ng o ff i cers.

Ex;  en “n . e m i t  l u c a  t ‘n a  I l’ .ic g r . u n l  were also ci:

i’ . i mp o r ’ in ’ : m c ’ rs. E..:; en ience ~ s ~e f i n e l i s  t h e  mm. an t

o: t ;n e ~;ent in ‘n e , m n i ’ ,I of  ; r i c i n g .  The r i c e r s  s t a t e d ,

:n gener m , t. ’ .mt s I n c e  p r i c i n c  ‘w O S  a l l  t t ’ e ’,’ l i d  an d  s i n c e

I 
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t h e .  di I it on a reg ul a r . . si s , the y mere n a t u r a l l y  better

v i t .  Co nve r sel .‘ , sin ce the c nt ract inc off i c e r s  erforme d

pr ~c I nc ni ” n an int e rm: ‘ ant b.is s t h e ,’ ’.’ went ’ n t as

it ’d in t h e  area. The edu: ,m t n i l  ba ckc r u n I  of t I e  two

g r o u p s  w j S  i l s o  : en t  : o n e ,’ :  a n u m t . e n  of t l i n e ’ s .  r i c e r s , f ’ r

t:’ e :r ~ t , i n : , H a l  a st r l.m.: ~.gro ..n.l i n  .,ccour.t in c a n d

: i n m n c : i l  manig e :e,’nt . n t  st .i t e t  t I - m t  :~ ‘i s  l .ac~~g r . u n i  . . s

r’ .’ ’ e s s . m r ’ .’ t o  . . n l e r s t .n ’ t ’ t’ c o m p l e x  ac ,n : l n .’ sv ct er s of

in s t  l e t  e,’ n se c t r m c  ~‘r s - E( :n s  . in c e  • n one AFLC of cc

ne  f o u r ’ ce n p r i c e  n . m l v s t  s , all hid .n .ic - n: in c de gr ee ’ .

: ree h i :  t’ i ’ ’ ers D e g r e e s  .n  A c c o n t i : ’ g .  . n I  one had a iA.

l.~’ l I e  ‘h i s  :5 ~.“r ”aps H i g h e r  ‘
~
‘ . in.  t h e  A i r  F~ r c c  a’.’e r . ce, ’ of

“ :-en cert .m :Co.n ’i ng ,‘gr ees ;n p r I c . n g .  i t  ‘- ‘~~~~ s t t t ’  de : ih

of ac : ‘~~r. t i n c  k ”. ,.l. ’ lge . :r. t n e ,~ c o n t n i c t ~~ng ff: ces n

‘‘r h a r d . n v  i: • ~~~~~~~~~~~~~~~~~ f t~~’e’ r .  f’ ’ssl ’~n,i ; e n —

nn ”l ~.i’ .’e de cre es .~n .I ma” . ot ‘ ‘ l e g r e ’  . . i n i ’  i n  ar e as

e t ‘o a c c o . . n t  . n g  ( 1 5 :  1 1) . T~’e ; I c r s  f . l  hat t H :s

mc ‘
~ in  i c: n :  : rr g I a • gr ~j r .  I .. s 0 cr ~t Ca : s gn i f i c inc

t h e  ;u.i i i t y  of ‘ ‘ . ; r i c i n g  e r f r”  .‘

I “ tccb n i c m l  t r i  • n~ n~ w.,~’ i l c o  c~~t el is a factor

c ‘~ co n t  r I l’u I t o  t “ f’ d i : f e ‘ qu. a  1 ‘ ‘~‘ of pr c i n ,: mc t i o n s

t I~ i 5  f i c  ‘ o r  ,. is . ‘ ons ten el som e~ ” ,m 1 ‘~~s O. t - ’ r t ant t h i n

uc a • i n n  m l  “ x :  en  i en: e Pitt her . “ ‘ ‘ ;:r  i cc r s sm i t  ed t H m t

t e c h n  ~c.m r m i n i n g  ‘ .‘ I t s e l f ,  ~f t hot t t h e  p r i o r  e l u c m t  i o n a l

‘3



back ground , an d  ~ i t h o u :  ‘nt inu .i l exp er ,ience in ; r l c i n g ,

w oul d not  s u f f i ’ t t o  m a k e  f o r  . m q u t i  ty p r i c e r .

I n  t h e  d~~scussions of these ’ four f a c t . . ’r s  of educ i-

t i o r m , cx ;  ~‘ r 1 e n c e ,  t r a i n i n g  .iri d focus , th e p ri ce r s cont in—

u alLv ment~~’ ne: the ‘‘ s k i l l ’ ’  o f  th e’ p r i c e r .  This ‘w.ms u suail v

l e t  I nc I i a ‘ e.n.tC~~
” t o  do : r i c i n g  ‘ t i l e  it ‘,.‘ i s  re l a t e d

the : ur  t i .  t o n s , i t  ste:nc’I to b ’  m o r e  relate’ :

to  a n m :  ‘u r m i  m l  i l  i t v t o  do t h~’ r i c  i n , ’ ,,n .l .m n i t  .j t ,il ii ~ inc

of t h e  p r i c i n g  j o b .  A f n t ’~~ue n t  c. ’:o. e n i  .‘.i s th a t i ll r l c e ’ r s

t’ ,i,d the ‘ ‘ kn .mc ~~
’’ since those ‘wh ’ l j .i n ’ t h al 1 nc l i f t  t h e

pr ic ~nc f i e l d  - Ho we’.~er , s I n c r ’ on I. ’ a sma I I ; or t i ~n of t be

c ’ n .tna c’ I n c  o: : :c e r s ’ ‘ . I:s i n . ’ ‘I’;~’ : : r i c i n g  most of the C(~’ s

d d n t ‘h a ve~ 
‘ . a: • f i r  ; r c • n.’ . ‘ 1 5 Se’ ems t o n d i  —

cat e tb a ’ : he : •‘ r s ‘‘I l i t  ,‘ . “ t . .  i t  H i’, ’ r e  a s e t  . in in c

c ‘nt r .mc t ~n c of f ~c er  w a l l  no: ~m p rove  t he i r p r  I c inc s i l l .

~ 
A f ’  or  l isco v er ~ng t he r e m - . n~ w h ’ ,’ . r ic er s felt

t h e ’.’ ~ r f  rni - e l  . i  b e t t er jot” we .ms ’
~.e: if th e ; r i c e r s  h a d  any’

e v 1 I e n c e  to ~~..:: rt t h e i r  asse’ r ’ i n , The p u r p o s e  of t t n i s

q u e s t i  -n ‘was ‘0 :et ’-’rmine if  the ; n icer s could back up their

‘ 0 lue~~ I ‘fi
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Q U E S T I ON  5:  o. Yi i ’ HAVE AN~ E v I :~ :sCE OR I N F O R M A T I u N  W H I C H
COULD BE uS i :D  Su ~’~’OR’r ‘~~ t ’ R  A N S W E R  To ,~‘ESTi N .?

R~:SI’ ‘N S E  AFI .C AF SC Ci M h I N E )

R e v i e w s  of  P N M s  ~~

Subjective feel In g s
(n o  c’’. I l en c e )  1 .  0 5

P r i c i n g  Sa v e s  more .
‘ i T

~~e’ f ur’ 1 some su~ .~ ’ ’r t  of  t h e  r l c e r s  • r e sp o n s e s  to

. u e s t  Ion a-. . ~t st of the pri c. ’rs S t a t e t  t h a t  reviews of t h e

P N M ’ s o: c ’ n : r a c t s  pni c i ” : I’ .’ t nt ’ c ’ntr ac :in : of : icers reveale d

th at t h e ’  CO ’ s w e r e  n t  d o i n g  - i g -~: ~~‘b  of ;er : r’r ’. n . c  t h e

p r i c i ng t m  s ~ . Most p r : c P r  f e i t  t ‘: ‘it a se ‘d U: rn t He NM s

the ‘ ‘s ‘were m . s s i n g  • ‘ s s m ’ n t  i .i i c - s t  a r ’ m s , we r e n ’ t  nt ’gn—

t u t  i n c  ‘ ‘~‘ . m r  I en ’ugh ’ , and .~e r e  n t  :oC .~r , en t  in g  t i e  f i l e

pro :-eni v . :~. ..ever , 5 i f l .~~ ’ t h C  : r i c e n s  r e v i e w  ‘ n l y  t h c  ~NMs

and j
~~I n n e’.’ jew ~

‘ e c nn-, : - l  e t e f I , i t could e argue I t h a t

; e r h i : s  ‘nl’ ~’ th e l ’ : m , c n t a t i o n ,..js poor i n :  not the actual

p ricin g task . A few of the pricers ~. t a t e i  t h a t  on the aver—

ige p r i c e r s  saved  the ‘hvenn .:,ent 1 -iS pe rcen t n- n e than cI . 1

t~~•’ c o nt r , ic t i n g 0: ficers. i~ w e v e r ,  n e y j d e n . w a s  g I v e n  t o

suppor t t h I s  c l a im .

~_!~L~11” l~~~~a e s t  i ’n s

In the fi r s t  five .;uestl ’ins discuss ed ab ove, we

att ’~nr :: e’l t o  deve1o~ ba:kgrourl l inf o r~r , itinn a n d .m  b a s i s  f o r

~~15
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f u r t h e r  questioning. The last t ive questions dealt d i r e c t l ’,’

‘wi th t.ht • ef:e:tiveness c f  t h e  d o l l a r  t h r e s h i-:  and or. ...iys

t h a t  t h e  d e c i s i o n  c n i t e r ~~a mi ght he’ i m p r o v t • l . ut sixth

q u e s t i o n  d e a l t  w i t h  t h e  e f t e c t i v e n e s s  of t h e  d o l l a r  thres-

hold. Ou r  p u r p o s e  was t o  d e t e r m : n e  I :  the pricers felt

t h a t  t h e  t h r e s h o l d  a.d e~~a . i t e I y  i d e n t i f i e d  t h ’ ’ s e  c o n t r a c t ~

w h i c h  r e q u i r e d  t h e  specia l “kn ack ” “ t  price rs liscus sed in

question

uest I o n  *~ 
, ‘ E S  T I N  El i  E ’ T : v E  DO ‘io~d T U N ~ THE

~
‘ L:AF r ESi~C’LD IS AS A Di: ISI N RULE?

E P S I ’  N S F  AFLC AL- C

i s  ~ f f e c t : ’ .’ e
as is 35~

T h r e s h o l d  : n.:i’: : :s

e fft ’ :t i ’ ..’ lat
sh ., 1.1 b. n m ’ . Sc I . 0

T T A ,  E l  E E T  ‘.‘E “ ‘ •

Thne’ ’.n’ I I ~s n o t
e f f e c t  :ve at  m u  3t

T b .r e s h l i s  n i t
e f f e c t i v e  h u t  I s  ‘ in lv
t h i n g  : r a c t i c a i  I c  0

T,,TA .  N J  EFFECTI’.’E

The r e s ; ’n s e s  reveal a rnn .ir ked d ifference between

AI- I.C arl A F S C . Th e  d i f f e r e n c e  is so gre at t h a t  ,in’~
’ combined

:,er centlce s ‘ w a l l he m e , m n i r i g l e s s , a n d  therefore were n e t



computed . In AF’SC , 9~ percent felt that the d ollar thres-

h o l d  wa s not  e f f e c t i v e  .~~~~‘.ost  of t 0 e ’ AF S ric e rs st.m te ’ .l

t h a t  t o  r e a l l y  i d e n t i f y  t b o s u  c~~n t r a c t s  n e e d i n g  t h e  s p e c i a l

s k i l l s  of p ricers w o u l d  r e q u i r e  r e v i e w  of t h e  c ’ n t r . i : t  m n ~l

t h e  c o n s i d e r a t i o n  of a n u m b e r  ct factors in , m d d i t  I o n  to  t h e

dollar value. However , a num b e r of t h e s e  r i c e ’rs .ieid ed

that w h i l e  the dollar t hres hol: ..as not t t a l i ’ ,’ e f f e c t i v e

I t  ‘w . i S  ‘h e  ~n lv th: n ~’ : r m c : i  c m l  le. The g e n e r a l  a ’  I t o d e

~.is th a t a n y  other :e ’th ’l . .1 , t r e ’ ; a l r e  in •n —  ~c ’; t h  . if l, i —

i v s i s  o: the c or , t r . m c :  ; n i ’ r  to nn .m k i rn g a decision .in I t h a t

t b . s  wou l d r e ç u i r c  t .)0 I e ’  .i n i et ’ 1 r ! . An Interest ifl~

no te , h ’we~.’er , ~~ t h a t  l a s e  . :  t h e  r e ’ S , , n S e ’s O ;ue’s—

‘ns an.: 3 , th ~~s .n —le ;  tb . m r - , . m l v c i s  ~s . i l n e ’ m . I y  c i n g  per -

f o r m e d  • n t b - s e  c nt n m :  ‘.5 -wIn I ct’ r i -us  I e r e r u n  n e d  t ‘ ‘ he’

c ’ n t r a c t i n g  officer d u e  t o  w ’r .lo .l ’ : p rot I ’ m

:n AF’::, on t h e  ‘ t h e n  H m n l , tb ~’ vast m a’ ~ni :

s t a t e :  t h a t  t h e  d o l l a r  t I n e ’ s t n o l d  as v e r ’.~ e’ f f e .  t i r e .  A

f e w , b..t no r .m 1.mr.e ’ num b er , s u c g e s :e d  r a i s i n g  t h e  1~~m~~t o~
t t - e tI’reshol I Te~ is  d i ffere r. ce, we’ :ee l , :.mn he .it’ r i h uted

to a d :ffer e nce In ~ ‘i1oso ; h ’. h e t w . ~e~rn the t w o  co~~~a n d s ,  As

l i s c u s s e d  e . m r l l e r , A F I , C I - m s  one thnesb ’ ’ ld  f o r  a l l  of i t s

o f f I c e s , w h : i e  AESI h I S  a n u m b e r  ‘: d i f f e r e n t  thresh o lds

set i-v t n e  i n div i d’u a I offi ces. F :.rrher . AFLC bu y s rela-

tI v e l . ’ s : .m n , d.mr: o f f - t h e — s h e l f  t ype i t e m s , w h i l e A F SC buys a

n u n - l e n  o f  d~~f f e r e n ~ r v ; e s  ot i t e m s r a n g i n g  f t  m Re. ’ to

I t e ms

.~~ ,



e~u eStIo fl sT, s~~~~a~i , A f t e r  d i s c u s s i n g  t h e  t ’ f t e c t i v e n e s s  of

t h e  t h r e s h o l d  we asked the interviewees to p r o v i d e  a l t e r n a -

tIve f.i:t~ rs w h i c h  they would use if they were free to

deter mi ne their own de:~~s i o n  r u l e .  Sur~~r i s in g l’.’ , even

tnuug h the m..ij ori tv of AFLC p ricers felt t h a t  t h e  d o l l a r

thr e shold ~.is e f f e c t i ’ ,’e , r h ~.’ ’.’ s t i l l  5u e~,tested a numl ’er of

o t h e r  f a c t o r s  which t h e - ’,’ ‘wouH Use ’ g i v e n  t h e  O i l o t t U f l l t V .

Our ; ur; ‘ .i ~~’ here ‘was t o  ie ’ t erm  m e  ‘wh a t  f .ic t ’rs ~irt- con-

s i d e r e d  im port -m t m n  t he ; r i c m n g  do : u si n , ~ e’ a l s o  wante d

ol : .min a r i nk ing 01 t h e : ac t r s  a n d  an 0; e r . m t  i on a l  d e f i —

n I t :  n f ‘r each f a c ’  ‘r . ~u e s t  I n s  ~~~

‘ 
, a— 

• .mn~: 
f’~ were u set

t o g e t h e r  t .  o b t . i i r m  t I - i s  i n i f ’  it Ion. Th e’ i n t e  r’.’ii’wees w e r e

i s ~~e l  to  t b I n ~ ‘f  .i~~~ poss ib ’.c f .i::ors , d c :  ire each ore, a n d

sel e ct a n I  r ir -, ’
~ the five m s t  :m;’ rt ant

~ ‘E ST I,,N S 7: I F IOU 0 , ULD ’r~i:
’ 
~t~ E N D  A ~tETii : ~l: 1CM I N —

s : JERS FA CT ’RS TH ER ThAN DOl l AR THRESH ID , OAT .‘e ‘T oPS
‘ f t  P [ 0

, U E S T I  N z~~~: PLEASE DEFIN E [A ‘h ‘F THE ’
~Ae ’T RS L STED

A~ “P. MAKE ‘ f R  DEF IN TI NS AS SP E C I E  10 A S 1” S S I P L F .
FOR I N~ TAN ’E. I F  YOU ’ VE L I S T E D  TYPE ‘J ‘i’NT ~ A T  AS A
F A T P . 1 ‘oR DEFIN ITI N MI :HT ~E 

“A S D E F I  NED l~Y DAR

~,1,’EST N ~ : OF TilE F A T  ‘P.S L ‘TED AP VI: . S E I . I T ’ T THE l I V E
( 5 )  Y OU C O N S  I D F P E D  T I’~F THE M O ST It ~i’ R T A N T  I ND : °A TE WHY
YOU FEEL THESE A P I .  I M I ” R T A N T  F A C T O R S  A N D  E A N P  T H E ~t IN ‘ PD ER
or 1MF F T A N E ~~Th THE MOST MI’ P T A N T  P A N ~~E D ‘1.

-
~~~
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I d e n t i f i c a t i o n  and  D e f i n i t i o n  of F a c t o r s

The pricers cited eleven ( 1 1 )  f a c t o r s  as  b e i n g

i m p o r t a n t  i n  t h e  d e c i s i o n  to  ; e r f o r m  : r i c e  a n a l y s i s  on a

par ticular contract. These f a c t o r s  were d i s c u s s e d  i n  d e t a i l

in order to obt a in .m clear , conc ise, o:eration al definition

‘which ‘did nor require’ an :~
’ suh jective judceme nt. However ,

on some factors such as C ontractin g Officer S~~i 1l , we were

not able to do t h i s  The defi n i t  m on ; u t  f o r t h  b y  t h e

m a j o t ~~t v  of t h e  : r u c e r s  w a s  sub~~e c t 1v e  a n d  j u d . : e m e n t . i l  and

all a t t e r n i i t s  to ’Ief :n ,it ii ’e it f a i l e d .  The  e l e v e n  f a c t ° r s

and t h e u r  . le ’ fi n ut: ‘rs . m e ’ as foll ow s:

FA T i’~ , E [ I N T I ’~S

N T R A ‘TI N iF: . ICER s~ : : , : , ~~~ g o d  ot a ; n: cer the CO
wb w o ’j l  h e ’ . m s s i ~~n e d t h e
act ion is. A c c o r d i n g  to the
:-n icer s , this ices not  r e l a t e
to the en of . e r s  of
c x :  e r i e” -c e  n f  t h e  CO. or t h e
n u m b e r  o t ’ ; r l c u n c  c o u r s e s

R at he i t  d e p e n d s  u ; .cr
w h e t h er t h e  CL h a s  t h e  “ k n a c k ”
for ;n r icing . In each p r i c i n g
o ff ice t °e ; ‘ n i c e r s  f e l t  t h a ’
t °ev cou l d  i’dent : f v  those (Os
w h o  p o s s e ss ed  t h i s  e n . m : k ” ,

T :PE OF ‘ NT ~’A T Peuml’ urseme nt arrangement as
defined by OA R ( i n c l udes FFP ,
F P I F , CPFF . (PIE , CPAF , ‘P . ) .

N A T U P E  ~F l~”i T ’~’pe of a c t  i °n  I - a c e d  upon  t h e
hi s t o r’.’ of the luv . Whether
t h e  Item i s  an i n i t i a l  b u y  or
a fol low ‘n eff rt for an item
p u r c h a s e d  ; r e v i n u s l y .

L _ _ _ _ _ _ _  - - ‘
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FACTOR DEFINIT IoNS

AMO U NT OF COMPETITION Whether e f f o r t  i s  sole ’  source
or competitiv e .

CONTRACTOR The d i f f i c u l t y  of d e a l i n ~z w i t h
t h e  p . m r t i c u l , m r c o n t r a c t o r
i n v o l v e d . I t  i s  a f u n c t i o n  of
the con tractor ’s acco unting
system , past performance dur-
i n g  negotiations , a nd comp lex-
it ’ . of p r o p o s a l s .

AM~’oN ’r oF’ DATA A’ .’A LAl ~LE A mni , u n t  a n d  q u a l i t y  of  d . i t m
avail able f o r  an a ly sis ,
D e p en d s  u p o n  q u a l  i t  ‘•‘ and
findings of t h e  a u d i t  r e p o r t ,
and i n f o r m a t i o n  i n  c o n t r a c -
t I n g  f i l e s  f r  same cu n t r a c -
t o t  or  l i k e  i t e m s .

P E R I O D  “ ‘ F ’: E R P  ‘p .NAN F: Len,’t  hi of t i m e  f r o m  t h e  d a t e
o f aw ’ .ir  I of  t h e  c en t  r i c  t e n  t o
c o m h l e t  :on ~n d c l  i v e r v  of
f m l

Spec ial ; r I c i n ~: . i r r m n g e m e n t s
i s c v i  lenc el l v  ;re ’ sence of
esc.m i ,lt I i n  c l auses , s t a te
t ax cla uses , -r milest on e--
b i 1 l m n i ~n pn ’vi s:~ ns.

0 :o,AE ‘,‘Al, :’E Am o u n t  of c s t  in - at e l  cos t  p r o —
pr ’s ml

O f  t e n  e a c h  r i c e r  i d ” n t  i f  i ed  m l  d o  f i n e d  t h e

f a c t o r s  c o n s i d e r e d  t o  be i n - ;  o r t a n t  , h e  w a s  a s k e d  t o  s e l e c t

m d  r a n k  the f i v e  t h a t  ho con s i dered to he the most critical

in the pr ic in g d e : i s i i n .  TIn e ran kings ire shown on the fol-

low in g tables. Factors ire shown with a one (1) for the

f a c t o r  s e l e c t e d  ‘is mos t  I mp o r t an t  and .i five (5) for the

Si ’)

ii-
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f . m c t o r s  c ’n s H ’r ~ ’d t h e  l e a s t  im p o r t. m n t. S~~~~n-e i n t e r v i e w e e s

~d e n t m f i e d  l e ss  than five f a c t  r s  an d  t h e r e f o r e  r a n ’~e ’d l ess

t h a n five fact ors.

Arn ,i l vs i s of Pa n k i ncs

As d m s c ’ u s s e~ i n  ‘h a :  t e n 2 , our pur~ se i n  o b t a i n I n g

r i n k ’ i n .c o f  f a c t o r s  .,
~~~~~

, 0 l e ’ .’ e’l o: a ::~~:el b a s e d  u ;  n the

r a n k i n g ;  a n d :.c~ s:,on r ,,le s :~n i v i i e h  n v  the i n t e r v i e w e e s .

The decIsI o n ru les were p rovided in res;on se to que stion

t e n  which w i l l  fe d i s c u s s e d  l a t e r ,  llowe ’.c-r , p r i o r  tO usin g

t h e ’ c e c : s m o n  r u l e s  in t he de’.’elo : o:ent of our m o d e l , we

e’s e : he  r a n k  i n : g s  f n cons m s t cn c’~’ , I f  b e  r r~ :r,gs w e r e

not consistent , trn e :r .iso in ne :‘ovelo: it n: ’: a model

~~u l d  b e  ;,_ e ’ s ’ ~ o r , , t h ’ l e  ‘l hi ,er e f’ ’n e , 1
~~’f~’re r t u c t  I n g  an

ar-a l’.’s:s of the resp onse to quest I n  ton , t h e  r a n k i n g s  p r o —

v e I i n q u e s n r, n e w e r ,m a I v C C i

‘ ni sisten c ’ : ‘.~as t ” s t e d  t r r o u g h  th~ use of t h e  h e r —

da lI ~ tes t es r be d in ci c t  .m I 1 in  ‘h i ’, ’ er - I :n per  f o r  —

m: ng the t e~~~, w e  jse’l t °e’ s t a n d a r d  SPSS su b pr g r i n- N i ’ A R

es t p a c  m g  e Tb ‘ref ‘re , S t St ,i t St Cs ..e r e no t  c ni’

nn .m n a a l l ’,’ , h owev e r , a lIsti n g of the .jo ;;i:able fnrm u la e f o r

• h e  ‘ “s ’s  is ,~b’ own in - ,‘o;~’ n t i x ~~~. In u s m n g  th ,s test , we

estat~l i s h e d  a data fi l e  of  ~~ ran k in gc p r ovi d ed l v  the

: r I :er s  A se~~ , i r , m t e  f i l e  w a s  estab lishe d for e,ich c r n - a n d

as w e l l  i S  .1 f :le for ‘ml of th e res; onses, Each f i l e

53
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c o n t a i n e d  t h e  n u n - O c r  of cases (in t e rv i e w s )  in t h e  f i l e ,

and  c o n s i s t e d  of  11 v , m n i a t l e s , one  f o r  c i ch  :‘ actor. The

r a n k  i n g s  ( 1 - 5 )  f o r  e ach  f a c t  o r  .~‘ ,‘r e  rec ’rdc ; j~ t h e  dat a

f lie w h e n e v e r  : ne  t a c t  r was r a n ~~t ’i : t o n  .~ spe ’c i f i c  c a s e ’ ,

F I f  the f a c t o r  ., ‘is no t  r a n k e d , . m v a l u e  of s i x  s g I v e n  to

hi t’ ‘,‘ .tr i i b l e .  For ex.m: :’ple . t h e  d . :  a f i l e  for AFLC inter—

‘,‘i e. . t ’ e numbe r i n e  ( 1 )  .~as ‘i s o 1 w s .

3 h ‘ ‘ ‘

A com p l e te  l i s t i n g  of  a l l  of  t h e ’ d a t . m  f i l e s  he ;r .‘ r a m s

used to  r u n  t h t ’ ‘ n d . m l I t e s t  and  t t - e ~‘r o g r . m n - ’, o u t ; - u t  a r e

c on :  m i n e d  i n  A~~: end ice’ s E, b , an-i t C .

I n  e’ r f o m n i , i n g  ‘ ‘ ‘ e r s d a l l  t es :  , w e  r e a l  izv ’ : n ‘a ~~

sinc e in ‘- ‘.‘e r ’.’ case a t  l e a s t  5 e ’ v ’ ’n ut of e’i e ’v en  v m r i . i b j e s

‘.. ‘u l d  be r a n  k e ’ :  a5 a s.x ( s h  w i n g  r, ’ f l — s e~~~”Ct i f l )  that tIn e

was act u i l l  :~ e~; I n c  ‘ I e c n i s: tcnc of t h~ ‘Se’ not

tj fl c e’ :~. ‘ .- .cv er , s i n n  e all cases c n n r  a m n - c d  e same I I

f a c t o r s , i f  t o e ’ r e s u l t s  .sd ’~~~e~ c o n s i s t e n c y  of  t h e  factors

n I t  r a n k e d , c o n s i s t e n c y  of  t h e  f a L t o r s  r a n ~~e’d c u l l  I t ’

, i s sum ed .

The r e s u l t s  of ‘ ‘ e f ern I ~l l  t e s ’ a r e  as ~ OLI’wS

AFL ‘h;~~Squ~ rm ~ Si g n i f i c i n ’ c e  Level

2 ’ ‘ . Y ~~~ . 0000

A F*’ . 2’- ‘2 . - . ~~~ .0000

‘0 ~PI’d 0 , 1 ~‘2 3. . 3000

5 ’
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I n  t h e  K e n d a l l  t e s t  a ,. sc o r e  of c l o s e  t o  one

usua ii’~’ ind icates consis te nc y , so i t  t r ay  app e ar fro~n the

r e s u l t s  a b o v e  t h a t  th ere ’ is no c o n s i s t e n c y  in  t h e

responses. h owever , t I e  si gnificance level is also a

:::t’asure of consIs tenc y--one ‘ w h i c h  takes into c o n s i d e r a t i o n

b o t h  t I e  ~ sc o r e  a n d  the Chi -s~~uane s t a t i s t i c .  The Ch i-

square s t a t i s t . mc is a me~ sure t h a t  ‘w h e n  t e-sted wj th the

d e g r e e s  of  f r e e d o m  i r ,d m c a : e s  t n - c : r ’ : a b i l i r y  t h a t  our  n u l l

hypo thesis (no agreem ent exists) can be rejec ted . Due to

t h e h:g h (hi-square s t a t i s t i c  in all three tests , w h i ch

ml i w s  ‘r ‘n o  rej en:t i r, on t he null b vp o :  I t ’  si  s a t  s gn i f  I -

ca nce levels Of ess t h i n  .001 . we were abl e to c r c l u d e

t n - a t  t 5 e c o n s i s t e n c y  i n n i l c a t e :  by  n : - ’ ~en l a l l  test was due

to n -crc’ :1’ in n -o re .,I’ ,I n-Ce ’ (1 :23 ). .n ‘h i s  bas m s , we con-

c l u d e d  t h a t  t h e r e  was  c ’ n s i s t e ’nc’; in t h e five factors

selected m o s t  o:’ ’n , b , t  ‘we ‘were n able co conclude con-

s i s : •~ ’- v in t °,e or : “ n i r g  or r a n k i n g  of ‘h ~” fiv e factors.

Therefore , in °r ler to develop in or d e r i n g  of t h e

f m ’ .’e factors , .~ ‘r” per t or’ ed ‘
~~~~~~ ‘ :e , c t ,s One .,m s the corn-

pu at :or of weig h t ed averages b .msed U; ’n t I n ” r a n k s  p r o v ~~ded

‘ d u r m n c  t n ’ e i n t e r v i e w s , an d  to ne  s e c n :  w a s  .m review of the

K e n d a l l  m e a n  r a n ~~s P o t h  of t h e s e  t e s t s  p r o d u c e ”: the  sam e

resul t s a n d  showed the or den in.: on the t i n -  f I .e fact ors to

be as lm s t e d  ~ e I o w .
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Ah L;’

I, , t  ure of buy
A m o u r , t of d a t i
Ty pe  on c n - t r a c t

‘ o r’ ’ rj : t  i n c  o f f i c e r  s~ i l l
Com~ lex i

AI SC

e ot C nit r ,mc t

Cern : r , m c t  I n c  o f :  i c e r  s~ i l l
Com p lex i t y
t ’ a n  .re of n-~~.’

A s can he - c ’ , - ”, f r om t h e  r m n k i n . ’ s , m ’t ’ .’ e , n - n  ni ’,’

ar e the n.m c : ‘:s ,~~
‘ i d ’  ~‘re co- s f  1 t ’re ° imp n - t i nt c o n s i s t e n t

th e s e ’ l e ’ c t  n- of t I n e’ top f i v e  I S  1150 v .r’.’ c r.s~~stent

l o t  w”~’n ‘be ’ c ’n -n :n ands , Four ou’ fiv e of ‘he :~~c’ ors ir e

‘be S,ln -t’ ~n b o b  g r  up s . n :  t , ~~’ fac to rs .~:‘i ire di ~~: e r e n t

e u i t  e r e 1 m t cci , The a m o u n t  of  d a t .m a ‘,‘ ,~ m I a b l e  i s  , in

c a s e s , r e l i ’ .’ I t o  wb ’ ’n, ‘ I n c c tnt r ac t o r is , , :,mu Se the

r mrn • Ing.c Iv con-ti,in’I ~‘ ‘r ~ ’ so 5~~n - i l a n , w e  : e l t  t h a t  f~~r t  n - e r

,mnal’ ~’sis and n- d e l te ’.’e ‘ptnen ’ cc&ulo be : n’ ” on :1- . .’ basis

O a con -b :nc’ ran~ i n g  of  ‘b e  r e .u lts of n - ’ two c n-rr,anos,

The  c n n - him n~ I ran~ ing m s corn;,u ’ ed i n  t h e  s in -c n - n m n n - e r  is t h e

i n  m v m d u . i l  n - i n  in, : ’- m d  ; ro’i , , :”’ d n - e  f o l  . i i c  f i v e  f a c t  o r s

i n - ,  ‘ r &d , ’ of ~~ o r t a n c e

5’



____________________________________ “~~~~ 
— -

~~~~~
- -. 

~~~~~~~~~~~~~ 
- — --- “- - ----

1 ’ .’~~e of c o n t r a c t
~ ,It u r o  ot n - u ’-’
I ’ tnt  n - a c t i n g  ~~t fic e r s ’

~ i l l
‘on-n p Ic ‘- i t  Y

Cont  r , m c  t n -

~i
’C f m :n I t h is ina ran , m ng in crest i nc  f non- t ‘wo

st andpo m nto ;. F i r s t ,  c ’ n - ; l e x i t ’,’ :s ranked l i s t  of the fm ve

f~ic : rs . Th i s f- i c : w a s  nn~enti ned in  a l l  of our p r e l i m i —

n a n - v  m n t ” r ’ .’ m e ’’w s a n d  ‘~ , m s c o n s t .m n t l v  ‘d iscuss ed cdur I n c  the

J a t , m c o l l ect j n mn - , t  ‘- r ’.’~~ews Ye: , when n - i nked a g a inst other

actors • h e  pn -  I c e  n - s  f o u n d  c : :‘~ I ex it v to I e n - e l  a ~ ~~~~ ~ Un—

m: : :c r t , ir n :. Ib’~’ 5e’ ,~~f l ’ d  j n t c ’:’ e’- t ;n c  f e ’ i t , , r e  i s  th at :ollar

‘.‘m l u e dot’s n t  even n-n.m~~e it to t h e  t o ’ ;  f i ’ ,’ c , I bis s e e n - s

Inc I n sIsn en : w i t t ’  the rc- s~~o n s e s  to ~ue st n t~ on ,

,c ’ ” , t i ’ ~n * l 0 ,  I n  : u e s ’ i ’ n  :10 ‘we ,ms ~~e l  t n - c  p r I : ” r s  t . )

develop Ie:~~s;on’ n,, cs tot ‘h e f a c t o r s  ‘ w h i c h ,  t” e V felt

-~ .‘ n- •‘ be  n-’. ’ s I cnn i f c m  n - n t  l,e s ,ec i f cal 1 ‘.‘ ,i s~ e d  f on a

d” : I s I on n ~~~
“ t’ cou I ’ d 5 m n :  a l o n e  , in ‘-en ‘w r Is , one

whic h C O U l d  e u s e d  w i t h o u t  ‘he c nsi d~’ , mt i n  c f a n y  th e n

f .m to r H ~.‘‘.‘e n- , the pricers for to’” most ;‘arn - i d  n o t

‘ ‘in-cr i ’ ’b e n - s  el ’.’e’- r u l e s  w n - m c b  d i d  n ot  ~n s ~~ ‘w i - .’ con - —

sm en  I l  lan - v a l u e ,  Th t  p n m c e r s  :;t ,m :e d thi , i? i n  y deci s ion

r ul e h i d  ‘o be u s e d  i n  c ” n j u n c :  n ‘wit h the d o l l a r  ‘~‘ . d u e

of ‘ .‘ , r sa l. The  t e c i s m n n- l o s  : r ’ : sed f r  t I e  to ;

ive f ac t i n s  on m n , A I n  H ’ r ’ e ‘w i d e  bas is mn - c as fol low s.

5;
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~t ode1 )evelo :irnent

As dms cu s se d earli e r an d  m n  C h a p t e r  . , we intended

to’ de.’eH. decm s  i on- r U l e s  w h i c h  ( 1)  c o u l d  s t j n d  a l ’ n e  and

be used  as t :nc basis f i r  t e ’ C i S I u f l  tree an -al ysis , .in’: ( )

re :lec:e ’.d agne ’c n - t ’n t of a t  least 51 en-ce :’: of the n . c e r s ,

ii’ ..e’v en - • t — a n o t  f ej s i In 1 e . Fm n - st , on I v .~ ‘ f t h e

decm s~~on r u le s ret l ec t e : ,i. ’ree ’me nt of i t  l e a s t  5 1 ; t n - c e n t ,

a n d  s e ’ ,,n c nm d . f o u r  ou” of t h e  f i v c ’ d e c i ~~m o n  n - u l t ’ n- tn n I .

t- ;  u r e I s u b ’  c c  V ~~ e ‘ .‘ a 1 u , m I on- , e ,‘ a 1 so c ‘ tn t a i n- ,, - I t h~ e

c m  v o l t  t hat : Inc , we ’re  b e  ‘uS ci I n  con  ‘ , , n : n  1 n- ,
~ i t t ’  S ‘mc

,l o l  l i —  level ,

I h t ’r e t ’ . ’r e , s i n  ‘
~~~‘ !, “ e uSe of Ie c , si nn ‘ roe .n -~~l v s i s

- n o t  , i n - :  n ;  r ~.mt ’ ~~“ t ‘ I ‘ l i f f e n - e n : a ; ;  r o a c h  i n

de ve 1 o p I n  c oar n - n o de’ I , - . ‘ ‘ m n c  lu be ’ : a I I v dec ~s IOn- r ‘u 1 es

..‘‘L h n - e i , m t e’d l i n e ’s: I ’ . to the top fm v e  f ~:n ors in cur n-.

g i ’ .’ m n - g  e ; . m i  ~e m gt ” L ‘ ‘ ‘ e m h  r u ’ e.  I n  o t t e r  ~‘ r  I s , n~

i t t  ‘- nnn~ ,m s m a d e  w e m g b ’ t ‘ h e  fa c t ors to ref l e c t  the

I - n  m n c  n- n- i n k i n g In n-a~ :r g a dc ’ i S l  in-  , i ! ~~’ the nn,& ” ’dt ” l

our m~ .Iel :,i l ed for ,m sen - i r a t e  decison t he n - id , ’ on t h e

:,is j s of em :h :~‘ : m s m o n n  n - o l e .  TIn t’ d e c i s m ’ n n  (e i ther for

r i c I n g Or : n tIn .’ CO) ,..:‘ich n ’ ’ ’ ’m ved tIn ” tna ,joni :v on

: e s m s m o r s  n - i t O  on t h e  I n - I S I s  of e a c h  d e c i s m  n-i r ’ u l e  -~~‘ , l d

r e f l e c t  t h e  I ’;era I d e c i s i  r of t h e  “ - ‘~‘ e I  , i o n -  ex ,mn -~ le ,

n- ee of  t H- de c i s m o n  r u l e s  r ‘s ’  1 t c ’ :  n i  d e c  i s  ion ‘ h . i

_ _ _  — -  ‘~~~~~~~—— -  -‘ —‘~~--- ‘ ‘-~~~~~~~~~ - -



t h e  . m c t  i on  sb u l d  : e’ n - l S e ” t b y the CU , and t w o  n t h e  r u l e s

r e s u l  t t’d i n  , m d c c  m s ion  t ti~’ ; r mc in - m g S t , m t ’ t’ - t hen the ‘con —

al l d e c m s o n  ‘w o u l d  be to h v ~- the act ion ; ri c ed b y  ton e CO.

Te st of the t’~o t e l

To te st t h e  n - o&del ad s t r i c t  ~~ m n f  nn - . & t  ‘n e n - —

a m n  n g  n o  t o  -be c~ 1 tn r u l e s  f n - i n -  t ne ’ s e l e c t  e d  con t r m c

f Ic. H - .even • ~ c ’ : oe~n’, I t n , m t .~e c o u l d  , m ’I n s : r m C :  i n :  r n - i t  m o n

on ,‘n v  t n - r o e - u t  th e :ive d e c i s i o n  nu l t ’ s. I n f o r r , i t m n -  was

n’ t .m’ .’ , mi l a ’n l e ’ n o n - ar e a d ’ ’ c i i - i ’ n  n t i e  CO S ’
~ m l I  or t h e

an-u ,. nn i f  ,n ,i a - Il’ or e f o r  ‘ , t t ‘‘Sc ’ .1 e c s i ri ru 1 c ’ ~ ,. one n-,

i n  t In : s i ns ,sn-ce. l~ ’ recu ’.t s of ,, n d0 : i s I n-s 1 , &  Sc ’

a: i n :  the n-oJt ’l (re ’flo ct. n g on l ’.’ ’ hn c ’c f a c t o r s )  m r ~ - shown i n

t ’ e’ t oil .. :n g

Id’ ,- n ’ e s u l ’ s  m r d i c . r e ‘ h a t  t h e  ~n c l u s i ’ n -  of  f a c t o r s

In e r hi m n  j o  I an -  ‘.‘ . 1  1 u e h~’ : cC s m n n-,.m~ I n” r : c’s

p ro du c t-s d. ’ : m ~~ m nnR d m :  :‘ ‘ ‘r . ’’- ’ t  t 1’ m n tbn ~~ ;.~ p r o d u  e n  h v  use of

th e di ’ll ,m n- t t n n~-sI’o1 I ilo n .- . A: c o r’ dm n g ‘o i~~;’ n ’ ’~ n~~~~ s , I

01 ‘ h e  ‘ .7 contra: :’. n c ’ s t o ’ d  (.0. . : c’rce nt ) ~ c n - e  p r i c e d  h’~’

t h e  ~ n ’n g  o f : ’ ::c’ On rh ” , - : ‘nn : n - a c t s  or~ g j n , I1l v sent to

r c n~: , : . s: ‘ , I ‘- ,m ‘:‘‘ ‘ ‘c ’e n  h i n d  l e d I v ht’ C n-. n n - a c t  1

office , on ’ the H ‘ ‘ r t r a c s o r i ~~m n a l ’,’ t’ , m n &dIe ’ d i n t h e  c n -

n - i c : ~rng o f f  - f i v e  sh ’’I;l have I cen c e n t  ‘ p ricing .

~ v c o ~~~ann d . the results were ,is f

I )
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AL. ’

Ot  ~ or i g l r a  I I ‘.‘ h ,~n - d I ‘ d  in pr  i c m n-~ t -

~ s h o u l d  h a v e  t e e n  h ,, i n d i r ’ d  b y th e CO

Of 11 ‘ r i ~~ m n , i l l v  h .mnd led b y the CO ,

1 srm o uld ha  ‘St ’ b e e n  h a n d  1 c ” d I ‘,‘ r IC I n~n

A F SO

Of 1 5 r I ~ i n -a I lv b i n - . :  l e d  i n  ; n m c  1

S s h o u l d  h i m ’,’ ’- beer n - a n d  l~’d I ‘,‘ t h e  CO

On r i g na l i v  h ; ’ . : l e d  I - b e  CO .

-~ — ‘ u - : have - e.’r “ a n d  I o t  t ‘.‘ p r  m c m n c

These n - t’s u l ’  s ~n d i c a t  o a n-urn -I c r  of t h i n , , ’ - , F m r s t  -

:1’ .’ ,.se o f tb - c n -otc’ 1. es ip l ear to Ct ’ .~n-ge t~~~C, O U t  corn - c- of

~ r j c m r.g d e c i s i o n s  S ec . n , d , wh~~1e t i ’ use of t I n s, ’ m n - u i : e l

results i n  n ’) n - c ’ c r - a n ~~ ’ ‘ o t h e  r. a n - t  e r  of c ’ n t n , m : t s  r I .

by n- r i c i n g  ~ers ,’n-”-el in AFSC , it  does ;-r ’~ duc e .~ si g n m f i c a n t

cha;’.c’e for AL . ;ersonnel. The use ‘if the model r esults

‘ ‘ n l v  n o  Out O t  twent y AF I,r contr a c t s  bein g t n - i c e d  in th e

pr icing office , w ith ill of the remaining be i n g  pr iced by

the CO. This suggests th ,it the p n i c i n c  offices in A F L O

could d o  d esc reas ot s m g n i f i c a n r l v .

0~3
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l~h I e t h~- use  of h s n - a i d e  I dot- s r t-S u It n d I : —

n e - r e n t  d e c i s m . n m s t h i n  t h c  l ast ’  ~~f t h e ’  d o i l . m n  thresho ld

i l .  ti e , i t s  u s e  and thc re ’for e - t I n e n e su lt s are 5ut~j~’~ t o

a n u n - I en  of l i — n i t  i t  i ns. Fi n - sn , wI’ It ’ th~’ n - , i ’i Ie ’ l level ,

b ased u p o n  the i n t e r v i e w s  c a l l s  i n  the in clusion of f i v e

b e ’ c m s m ’ ’r . n H e s , o n l y  t h ree ,, e ’n - t ’  m n c l ’ u b e ’ I  I n  t b ~ t e s t  m o d e l

d u e  n o l ick of i n t ’ ’ rn- .i t i n  ‘n-. th e Ot h er two . The ’ i n c l u —

s i r, O~ t n - c ’  O t h e r  t w o  r u l e s  c ou l d  a l t e r  t b ’ e’ r su l ts 01 t h e

t - ~ s t  ~‘ecot n~t , t h e ’  u s e  on t h e  n - ’ d . ’l  c a l l s  f i n -  sub ~~e c t i ’~’ e

.m nd j ud c  ,‘t,o ’n - ‘ a 1 t’’.’ .i I u a  ions wh I ch In uu l i  1 e n-na :. 1 ’ ,’ r I c  i n c

cx or t s - . -, b  I e ..e’ 1 .1 ‘u S e ’  t h e  m n f n m , m  t ‘n p r ey  i b e d  I. v

p n l c m n - c  ex t e n t s  to n-a~~~’ O1,n be c j s~ irs , we a r e  n- t ~n~~ci ng

ex: I’nt S. Id’ .- :‘ . ‘sL t s  0: n h~- t e s t  n - n . m~ ha~’’’ I t t - n ’ , d i  f:e :’.’n - ;

h.i~~~ :’n-~’ : , ‘ c m s :

e x ; c r t -  T h t r d , rio w e .c ’ t  i n g  ..‘~ s a s s m g n e d  n o ‘ m v  n i c t o ’ r ;

~t’n - c ’ ,‘ I V ’ c n- c~~’~.,i l cons i d e r l i t 1 ’ n . I f  .i w e i g h t  i n c  w . i s

,ms s i c r . ”’ I ’ n - . i s e’ up on t h e  o’ :.’:’ ’, n g  on  t i n e to i’~~’.’ e’ f a c t  ‘ n - s .

‘he t~~st r e s u l t - , c o u l d  h . iv . ’ b een i i f n e r , - r , n ,  A n :  f o u r t h ,

data : r on- con: n - i c ’  f i l ’-s ~t’ rc ’ i d  s t  r a c t ~ ’ b  f r o m  : i it ’s i t

n i v  in.’ loc.i m or n t . n- A F L C  (~~A A .  - m l  : r im onl y ‘ no

n-.~~on A LC office (FSJ) .in I ‘ne ni n - — n - i ’ . r AFSC offic e

(1’ .. Contract i n - c’). H,~ 1 c ’ i n  n - , i c n n  been s’’l’’ :te ’t fr’’m a : d i —

‘ m on ii ‘ ,ises . the tc’st r e s u l ts n - i ,’”: b- a ’ .’ .’ bee- n d i f f e r e n t ,

I’ ’
.-
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C h a p t e r

I I ND I ~~~ A N D  R E C  ~‘~Y E N D A T I I n N S

L b - i s  c h . m I t e ’r d i s c u s s e s  our  o v e r a l l  f m n d i n g s  a n d

h . ‘,~ ~~n n c ,’ r~ ’ l a t  e to ’ t It- r e s e a r c h  o b je ct  iv e s  an d  ~1ues t  i ons ,

..r :‘ , ‘~~, ‘ :n ~~ c ’: j tm ’ ’ns f~’r a p r i c i n g  ~o i i c y ,  o t h e r  r e l a t e d

‘I ~.er v a t  j O n - i ,  , a n d  ou r  r e’c n cr.e-n d a  t i o n  : on - I ui ure st u ib v -

A cb - ieve~ er,t : I’jcc tives ,,_,~~e stn rs

As , m n - . ’ s u l t  ot  t b - i s  r e s t - a r c h  e n :  n n  , i i i  on o~ r

ol ~ect 1 .05 .en - .’ , a l t o ’  u g h  t o  v a r ’ .’ l r . g  de’c: c-Os , ::‘e’ n Ou r

f m r s t  ob Jec’ d y e ’  .~as  to ‘d~~’ e’n - n - .Ir ,e ~b ’at C r I t e r i a  ire : en--

ce m ye ’ . :  , liv t I e pr  : n-,- c n-.’ n - . , n- ‘.‘ in - f 1 ~ence the need

no r  n - n  i c - n . ’ st f : ’ .i g t i o n ,  71: i s  s: . 1 ’ .’ reve ,m I e : t h a t  11

f ic t o n - s  , I s n  e ’l I , ,.,‘ ne  c o n - s  I ‘‘r ed i m ~ ‘ on in

CO e x : e n i c ’ nn ce
of c n - t r a c t

Nat ne of 1
L :.’pe o n  i n s : r ’ . m o n ’

n’; l e x i t v
:~e ’g r e ’ ’  o: c’n”: - ’t i t i ’ t ’
Cont  n - i c ’
Amou nt m n - b  cornnt ,ie :s,’ncss of f i e l d  :.‘;‘ ‘r t s
P e r : ’ n - n -  r i ce  t e n  :0,1
t i p  cc i~il pro v :s ~On ’~
:‘t l i i  r v .1

b e l l eve ‘ h a t  hese r c’s u 1 t s 1 1 y ‘n-n~~e : he f I rs t

research od ’e ct ive. However , we feel that n~e have n l v  

‘~~~~~~~~~~- -‘~~~~~----— -‘- -‘ ‘ - -
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p a r t i a l l y  n - c t  t h e  o t h e r  two  o b j e c t i v e s  and  r h ~1t t h e se areas

w a r r a n t  f u r t h e r  s t u d y .

The second oh ~~e’c t i ve  wa~ to d e v e l o l . . a d e c i s i o n

model , b a sed  upon . d e c i s i o n  t r e e  a n a l y s i s , t h a t  would

p r e d i c t  w h e n  p r i c i n g  s t a f f  a c t i o n  s b o u 1~d b - ’  p e r t  n -med .

~h il e we dm1  leveler ,i m o d e l  - ~t wi s n t ~ m s e d  ‘ u ; ’  n a

J e c : s i o n  t r e e  , m n a l v s i s .  R a t h e r  t h e -  rn-odd was smnn; I~ ’ a

statement th at the n i t  five f mc t rs shc ul b e  u s e d  i n  ‘h e

decis: on n-jp Ing recess wb n ich en:p l nv s a ‘‘ n- .a~~ n - i t -  rule ’’

decisi o n. This mo d e l  car . , h ’ .~~eve r , be u s e d  f n p r e d i c t  I V ’

purposes if L I n t ’  i -n i c I n g  ext e m s  ‘uSe ’ th e - d r  s u l  ‘cc :  i v e

judgen-ent in i~~p 1~ ’in g th e n - od d .

‘“ c thi r d  object j’.’e ‘.~ is to t e s t  t h e  ‘ n o b e l  • l e t e r —

n - i n - c it - : use resul ted in ,i d i  : f e n e n - , n :t- c :s  l u r ,  :1  -i n t

use  of  t b - .  d o l l a r  t h r e s h i l  n . . b i l t -  ,~e t e s t e d  t h e  m o d e l  i n -

this n - a n n e - n- a n d  :e :emn - nine ’’l t n - a: ~~~ re,c u l : s  :~e’re ‘d j f f e r e n t ,

t In t- ~t’s~, is su s ;c- ct f i r  t w o  reasons: f i n - s t  , t h e  n-- d e l

c ,ml l e f r sub~ ec ~ve c”,’.ilua t ions by ;‘n icin g exp erts , i n :

we a n - - ’  n o t  p n  d c i  n ,n ex ;  c-n ’ s . Sec ’ ’r ’ 1 , bec .i,..ce on t h e  u n a ~ ’ ,i i 1—

,ih, i~~t v  of  i n f o r n - i t  m n , we we re able . ‘nl~ t o  make j .ocon-’ c”n’,ts

‘n ‘bree of tt . ’  f i v e  t i c :  ors. T Inm ’n - i~fere , -~ 
‘ f . m c t - r s  wh i .:h

should have been included were net

un rese arch ; n .  ‘ ‘It ’d ,m nswer s to all of the r e s e ar c h

cue st : ng , Our first i~ue s t i i -n a~~~e I h ow t b - c current m ethod

Coul d be i nr ; n ’-ved . Our f~~n b m n g s  i n d i c a t e d  t h a t  n ” - . c u r r e n t

“0-i
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:::e’th io i could be i : ::p ruvt - d  b- v the inclusi on of other criteria ,

i n  a d d i t i o n  to) d o l l a r  v a l u e - , i n  t h e  d e c i s i ’ ’n  m a k i n g  p r o c e s s .

I nclusion of add i tiona l c r i r e r i - m  would alleviate the fol-

lowin g two de ficiencies noted in the’ current tn-~- t 1nod .

1. Ide ’ p r e s e n t  m e t h o d  i s  not  e f f e c t i v e  i n  i d e n t i -

tIding th t ’ c(in tr ,m c ts .~h~~cdn r e t u i r e  the specm al ce ’i e:•:: e r ti Se

of  t h e  ; n i c m n g  s t a f f .

l I e ’ t h r e s h o l d  r u l e , i n p r a c t i c e ’ . i s  n o t  er ug h

of  - m b a s i s  f o r  a ‘dec ~~s m  n .

rb - c - Sec n i t  ~j 
, , c ’ s t  i~ n ten -I I t it h det  e n - r n - i n i ng ;,nha t

f a c t o r s  t h e  .‘ x ;e r t s  cons~~den ed mn - p rt a nt in t I e  p r i c i n g

d e c i s  ~~‘n ou r  n . - s . ’ ar ch  j l e n t  i f  j e t  :1- . - 11 f a c t  n - s  1 ~St e ”t

e , m r 11

The- t h i r d  i u e s t  m o t n  f o c u s . ’ :  on ’ the d~ n’ ne nt ,c~ I t’t ween

t o e ’  s~~i 1 l  o n  ‘ b e  ; r i  ‘ e r s -. ” n - sus t h e  s~ i ll of the COs , Our

r e - s e a n - n h  i n d i c , m t e d  n h a ’ ’” ’ .- “S ’e I l l ’ ’  m s  r e a l ly - i ~nac ’~ or

m b m l  i v to ; e n -  f - n m  n - i  C I  r ig  w h  c ln ms n - el ate d educ at .en -

ex ;e’n - io nce and ‘ r a i n i n g .  F u : t I ’ -n , the ’ ‘ii ~ l m : v  to  so t b - I s

‘e n - , m c k  d ’ - ;  e n d s  u p o f l  t, b’ e ocus n- at : I ude  of t h e  en s i n  ; on  —

- n’ , m n , i l ’,’si s.

Th e :‘ o u r ’h  re - s s’ . m r Id’ ~ ‘ues:i’n as ’
~ed f r  .i d e fini-

ti o n of - n-; l ex m ’’.’ . u n -  ir i t er’,’ iews reveal .’ : t In , m t n-nc -i s:

; n - i c e r s  d e f ~~n - , - :  com p l e x i t y  f r o m  .i teC h nic - il st~m rd poi n n .

‘ T o r n i - l e x i ’  v j nn ’.’ l’ ;eid - “ e s: .im e— of — ’ he— - mn : . the level of

‘ c ’ : ” r i i g ’ ,’ , n~~: ‘ e- :iste nce of special technic al featur e s

~
-
~~

----1



such  .ms R e l i a b i l i t y  I m p r o v e m e n t  ~ a r r a n t v  ( R l t ~) or l e ~ s i cn -

t o  Cos t  (DTC) .

The fin ,m l it ue -s t ion , a n d  perh aps the most important ,

a s k e d  if the ’ use o n ’ cr i t e r i a  other than d oll.m r threshol d

would result i n  d e c i s i o ns  w h i c h  w o u l d  pro ’.’i. d e a more effi-

cient use of resourCes , i.e., the ;- ricin g s t i f f .  Based upon

our model ’s t e - S t  - we ’ a n s w ’r t b - m s  q e’St t n :  ‘.~ i r b n  a qualified

“yes ” . Since the use on ’ t b~ m o d e l  n e - s u i t e d  i n  d i f f e r e n t

d e cisi ons , m d s i nce t h e ’ m o d e l  w a s  b a s e d  u p o n  C r i t e r i a

w h i c h  p n i c l n ~ e x p e n r 3  i n n i c a t e o  we ’re - m n ; o rt ant , we c o n c l u d e

th at t h e  n -model ’ s : e c i s i c ’n s  p r o v i d e  a m o r e  e f f : c i e n t  use  of

re sources

l~ i t h n n o s t  eff o rts , r e s earch is , .n - i e n - t a - e - n  ;~i t h  the

,nte ’nn ’ on ’ b a v i n ~ t h e  f i n - ’ n i n - g s  e i t : ’ e’ n- p r o v e  n- d i s ; n - o v e’

ce rt a i n  ~~~~~~~~ ex ; e c n i n  i ns. Tl n is o f :  n - t  , , , i S  an exce ;’tinn

in b - a t .~e h,md no expec t at i ins to : rOVe’ on di s;’r ve -

d i d  h o w e v e r  be lm e ve , ~~m t b -  soni c j u s t i f i c a t i o n , t : a t  o t h e r

c r i t e n i , m  ‘ t’~~id~~c do ll ,m n- value could t e used m n ni’ ~ ;ri C i ng

dec i s ;on’ . ‘ r e for t s wet’’ din ec t e d  t o  ‘ t e ’ t e n - :  n I n~,n i f  0

bel iefs .~ere m e r i t e d .  In “hi , n e - n 3 , we de- -- c n i b e d  t he

t b ,-nt~~f~ ei m c r ite r ia , and the ‘d ecisi on n- ’:ol devel ’ :e: fr i- ’n-:

them. Throu ghout r b -~~t c h a p t e r , we e i t h e r  d i r e c t l y r e f e r r e d

to n- a l l u d e d  o s e v e r a l  c~v e r a l l  f i n d i n ~~s of t h i s  e f f o r t .

Eon pur ;nses of s u m n -~n - , m t u ’ n , those f i n - c l i n g s  c a n  1 t’ d i v i d e d

“ —-‘- ‘—- - ----- -“
—-- -~~~~~~~~ 

- ‘- —‘—--‘-- ‘- -



i n t o  n - m a J o r  and  : ni n o r  ca ’ egories . I n  t h e  ::n.ijor category

~,e ’ i n c l u d e d :

1. AFL C a p p e a r s  to be ; . n i c i r o  m o r e ’ n r ’ ; i s . i l s  t h , , n
~t n e e d s  tO.

F - AFSC wIn l i e  n-ui i n t - i  i n  i r,g t ‘ c’ s a me  n - e l - i t  i ye work —
load . r e q u i r e s  a s h i f t  i n  em n : h a s i s  on w h i c h  p r o p o s a l s
sho u l d  b-c priced ,

I n  ‘ ‘ ‘ - mn m r:~~r ca te ’corv -~e mn c luded :

1, t’ o s t  ; ‘ n - i c~~ng d i v i s i ons  a re ’  i m p l i c i t l y  u s i n , -
t h e  I lent if led c n i t  er i - i - b- .~ e ’V ~ ’ r , hi s 1 s be i n c  den.~ on- I y
w h e n  .‘.~~ n - k  l oad  b-~ :unnos a fa ct n ,mn -I - w i t  In : no c’xO opt ion of

~~
. p ’ r i c i n c  o f f i c e s , no w r i t n  ‘c nn ; ‘ o l ic v  ‘n t h e  u se ’  of nh e

c r i t e r i a  is ,iv jilab le.

:n -  i d d i t  i n  t o  t h e s e  i n d i n g s  - ‘.~ cn -c neceived se ve n - i l

o b s er ’~- a t  i on - s  i c  n-nm e ’n - t  -. f n - i - i n - i  t h e s e  we i n -  e n - v  i e - ~.I  - Id e- f o l  —

I ,~~ ng is a I :st of ot’sen ’,’at i o n - c .-,t ’ ‘d erive d from the con:—

n - c - n t  s o n ’ t h e ’  : n - n  en - v i ’ - -o-e ’s.

1. COs , is  a u n - o l e , do not :ossess t h e  ext - c - r n  i s e
an -mi yz .- n - m v  01 tn - c  C o : n n n . I c t s  - T h i s  oi m n ~~on soo n - . - :

n -tire : n ’v a i e n t  w i t h i n  AFId ’ that: AId- ’,

TI’~’ :‘ ‘.‘ ‘ - i l  en : i f  l ed Cr t er m a  sn - e u  11 b.. ‘us e n  as
a b a s i s  n o r  n - - i -  m n g  to’~ - ; n - i c i n~t b t’ cis: on , in con u nct io n

‘ i o i l , m r  t b - r . ’ s In o I d d  le’.’ e i. ‘-~I : le  t h i s  i s  s ’n n - ewb - it
S I n - i l - i n -  t O c u r — i - n - :  ;‘rac i C e - , t h e  r n - aj a r  d i f f e r e n c e -  i s  t h , i t
~ 11 p r o p o s a l s  -ib ov e-  t h e  l-resb~-i I ’ d id alwa ys 1 -  eva I u , m t ed

ju s t when -, ..,rklom1 is a f a c t o r ,

3. Each ~‘. r : c i n . ’ o f f i c e  s h o u l d  e s t ab l i s h  a w r i t t e n
pol icy for it: ; i decisi ,i n C rit er i ,i i n :  s hou l d  c o c n - i~~n~i t e  t In , m ’
policy ‘wmt h th t ’ c o n t r a c t i n g  office-

‘-~h c ’r  e f f o r t s  n -must I-c returned ‘ r b’ .- CO for
ac ’ ion, ,m p~i r : i , m i  i n a1 v sm ~ s h o u l d  ho  m c c -rn - ; l i s h o i . The
;:roced ne cunr en tl’~’ used at SA~~SO c o u l d  be us - - ;  as .i guide-

no .

5. AFLC s h o u l d  ~ r i :  i ’ i l l y e x a m i n e  i t s  us . ’ of
$100 , 000 ,m s a t h r e s h o l d  ev e l .  The leve l s h o u l d  be
p e r i o d i c - i l l —  .,-x a m : n - . ’ :  m d p o s s i b v : i e - t  t o  i n  i n d e x .

li-i ; 
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The $100 ,000 t b - re- sb - old , e s t .ib i I s b - e’ d L v
n- 7~ ” 53 , , , m ~- se t  i n  I - , J ,  t ~s o u t d ated ,m rm i sb -cu l l
r a i s e d  to p . m r a i l e l  t In e  rise ’ in t b - c ’  consum er p r I c e  i n d e x ,
l b - c  t 1::e ’ r e ’ ’~ u i r e  : t an n , i l ’ ,’:e a p r u ; - os.i l h , a s  n- t cb --~r ,e - ’
ov er d o  “t’,its In - ~e- ’,’ ’’r , he , i n - n o u n - , t  o n  n - e n - t’’,’ S a” ~’ei or
ef t o r : t:,iS dec :in ed d:CC ,iuse the c~ n tna c ton - s are n-. rc ’
,i , m n e  o : t h e  ~n v e t  : : ‘  t n t  ‘ s r c i ; u  r e n n e n t  s f o r  p ro ;  o s - i ,  s . m n n
t h u s  sub - : : ,  it l e t t e r  nnO n - os ,il s , in a d d i t i  nn . t b - c ’  s a l a r y
of  t h e  . i V t ’ n - , m , ’ e - m m m a l v s t  h , m s  n i s . ’n  s i n - c e  l i i . J ,  As a
r e ’S u l :  o n  t h e  a t  ye  :

‘ 
‘ m c :  or s - p r i c m ng on r ~; os-i 1 1 n

n ej c ’nnl ~ ’rh ood  of  $100 ,000 ~s :‘- d o n - ce - n cost e f f e c t i v e .

‘ , Id’ .- ; ‘ n - i c~~n g of t ~ce s h o u l d  n e ’c e ’ i v e -  ,m l l  n - ’ —
p o s a l~ i ’b. -v e  a m : n ~ n-n- :: t h r e s h o l d  - For n - n o :  s a l s  m b - e v e
t h i s  m i n i m u m  b - u t  1 e l w  so n -m e h i g n - e r  n l n r e s r I , t n-” p r i c m n - .’
o n ’ I I c e s I n ’  ‘u i d  con - ’, , m n - c’ ‘ he  ; r ” ;  I ’S,I I to  t he  f i e ’l ’d aud  i n  s -

~~~~~ d i  f :t ’n -m-nc e s no nor e’x c e e ’ ’ d a S: , ‘JI l e d  ; en -cent th e
p n - i .  u s a l  s h o u l d  I’ .’ n - c’ ’ u n - ne’’d t o t i ’  ‘ t h e ’ n - . , : S e ’ , t I c ’  ; r n  —

c , : : . o n :  i c e  sh ’ ’e I d d c ’ n n d u c t  t I e ’ , , r m a l ” s m s

- The : In n - c’St’ ill I eve 1 s l~ -u Idd tot’ r ,~ i sd t o
S500 ,000 i i -  r e ’ n- , . . ’ nm ~~.’~d d v  “ m a n o r  ‘ h i l l s ,

• . I de  i n - .’ ~r c r ~ - m s e  i n -  t o  t h r e s h o l d  e’ , . e ~l t o  t h e
n - e q u : r e n - e n - t  f o r  a c e n t  r a c t o r  to f i l e ’ a 33 ,

Si~~n j f i c , m r ,  “ , f :1:: ,

~‘n-o - m n t n g  t h e  results of ‘‘e n-- t e l ’ s t e s t s  - ‘un -

a :: i o n -  i e ec m t  i - i n s  p rov  i ‘1.’ : son -m e u n n c ’ x p  .- - ‘ e -i r e - S u i t  - ‘

A ,-~ st  ,i ’ ed i n n  t n - ,  : n- I I - , s t a t  e ’n - , e n t  • in Chat’, ? ., ‘n , w e ’

- ‘ l : e v e d  th .r c r 1 : ’ -:  ~a “x~~s t e d wb~~cb- ‘~ - n e  I n - b e n - e n - n  i n  a l l

c o n : r a c ~~s mmm d wh:ch could d o  US,’ t  u d e t . ’r :” i n e  w h i c t ’ -  ~ro-

p o sil s n e - u i — e s’, ” i - il i ;e d  . m n - i i v s : s  by  t b - . -  r i c i n g  o f f i c e .

t i - e n -  t e l :  eyed hi :  by j m o m - n I f y i — , ,- ‘ hese f - ic: ’ n - s ,

p rop- - n - en-- ;b asm s could de  ~, 1 - i c e d  on- t h o s e  ;rop cmsals -~°~~Id’

o u i n e ’n b - .  e -
~ , en  so  of  t b e ’  r i c : n-n i~ s t a : f s , T h u s  , we

e x - ” c t e d  t b - c  t e s t  r e s u l t s  t o  s h ow  a cln ,m r,.-c’ i n  em :b ,ms i s on

_ _ _ _ _ _ _ _ _ _  _ _ _ _ _ _  
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wIn e n -  f o r ::‘ - , t i n e  a n-i I v s  i s , bu t  t n t  d r a s  t i in c In ~m n . e  i n tn e

n . :  d e n  of p ro ; - . is~m l s  . m n a l m ’ :c’l I ’ .- each di ’.-i s m -

Test results of the model on ce ) r , t n a c t s  c ,mnn p .led In - n::

A C  .-:e j_ ~st , m s  cx ; ~‘~ te d , ,-‘~s p r e v i o u s l y  ::c~n t  l O n e - i , 0 1

n b - c  AFSC c u t  r act: - :.- m : : : led , 15 ,.e ’ t C  ‘ n i ~~:na l 1v sn n ,i i , zed

I- i ’.’ :‘ni , e n - S  w h ile 2 -.en-c- - inai ’.’ :ed I v  COs . A t t e - n  , t ~ p l i c a —

t i O n  0 : t n - c’ ::ode , 13 .,- :-cent should e’ i rm a l v ,- e-d d v  n-~~c e n - s

w h i l e  ‘ 7 .‘n - c e n t  s h o u l d  I t - m a  lv : c- d 1 v CC’ s - A l :

t h e r e  , , - t s  no ~ r m s 1 i c  c i n , ’ ’: ce - i n  tn o - n unic’ : ’ c c:: d i v i s i

s h o u ld a n n - i  l y r e ,  t I n t ’ e n - ;  d~, m s i g  I,,O-, n e d i n e c : e ’ d as e v i d c ’nn - , ed

mm I ‘n ,  ‘ n- n n.m ‘ s ‘wb- I C 1 cl a n - , - .-’1 ‘1 v s i n - s  - U n’. I : In. e

Al~~C re su Ids . q u m : e d i f f t ’ r e ~n re ’suit s -,.e-:.’ f n l ‘- ‘it t ’ the

AFLJ’ :;.mn - , ; Ic ccm ’,t n - a cts ,

e I n - e s  u l  n o f  - ‘ o A l  LC s , m n - n ’ 1. ’ 1 co rn - n n - a c ’  i nd I —

ca~~ecd a v o n - -,- s~~gn ~~f : c a n - !  c h a n c e  n n ,, r~~1 ’ , m ~d ,  O f  t h e  - ‘

c o n :  n - a c t s  ~~n- urr. a n n A : , I- a l :’ -~ e n - e  or m ,- m n , m l l v  ,‘ mn a l y . ’ e’’i by

n ~c er s  i n - I  h a l f  by C . s - The n - u -de l n e ’ s u l ’  s i n  ~,mca’

h i ’ o n l y  onn ’ .’ n e e d e d  I’ . - ; n I c  - 
~: d i ’ . is ‘ :- 

- s o:•, : .‘n - n i se

This n ’ - s u l n  . i f  n - e n l i ca ’ en ’ : , c o u l d  n ye  to have’ ,i far

n t’, iCh i ng e : fec ‘ n the won ton - c e rn-a • • ‘ i ,  ; o : t 1’ i s A L C

I n  f a c t  , , f t h e  °en - A L ’ s wet.’ s in-n ; 1.- m - sin -m i Ian n - t’suli s

wi-u 1 1 mne ce ss - a 
• e a n-c’ i n - I — ,. n I e  -,‘ 1 mum t ion- by A l I of

its ,
~~‘ r . fon - ,. e a each A I~~,

_ _ _ _



Re: ,‘::,mn’nend,m t n-s Ion m r  I - e n -  St u - d y

As -i n - e’- s u l :  ci : t h i s  e f  f i r : , we’ h , m v e  seve r ,m l recorn —

n -m en :a t i o n s  , . h i c h  u~’ b e l i e v e  , , u l d  mrml’ ,mr:e n : n e t  m m m c  t h e

re sults .mlre ,m d ’.- t I n t , m  m n - e d . These n’ ocon-’un-~ nlj t i o n s  c a n  1

d m v ~ de : i n n ’  ‘ — ,mr e ’,ms : ( 1 )  re ’ci mmn - cn: atio n c concernin g

the cr~~t e n i a  u s e d  in : : ‘  n - n o b e l , a n :  ( 1 3  n-c n-u’~’n 1atnon s

con’,: e’n - fl In c es t i ng ‘ d n e ’ model -

‘-t .: el cr m t C n - i m . C m , nn - ’t : : 1’ . ‘ ‘ e’ n - e d e l  ‘ S ‘do . ~smo n ~-f m~ o en--

t on - n - s the ; n- :c~~ng a ct i on i~ I .,s e’ u p o n -  .1 simn - :0 :‘~mjo n i t

rule ” . Ti: is occ,,ns bec aus e ’ the c n i t en m , i  an -c n-. t ‘
~~~.

- - .‘h t  c ’ :  -

The d. ’ :s m mm c.~n I . - r e - f i n  .1 l v  .‘- i  .m h t  j n~n n 1’e cn -~~t er a in-

c 1’ , to : - ‘  t he m-,(’(d 0 1 - Tb e - e In i r, ~ w I ~ en - - ‘ ‘.‘ e n In. e S ~ 1 j  cc —

~‘.‘ene- ’ss of - t o  -v.-: ,il mold :~-c~ s~ on . TIn ,s w ei g ht ~nc

; n . ’c e s s  can I. . a c : ,n - n - i : s’n no: in nb - r e .’ s n e ; s ,

The n~~ns ~ s . : . ’: ,.~~~l ’  i n - ’.’ o m - .e : o m m a l 1 v de~~m n - i n g  e a ch

‘n 1 - t o n - n  I - : i n  n - m s n- .’:- .‘a r c h  .‘ f for t . Tb s i S mmc c c s —

s a n . ’ so n n V f u t u r e  m n n n e ’n v i e - . t ’e ’ - u : I l  ‘- . m ’-e a c ’mn-nc n ~ ro~~r . i

t n - o n -  ~, ‘ m cdi to r a t e .

Se: m m : , c on-m e : n - n - ,  o n ’ a L i ~~, e n - t sc.m le sh o u l d  It ’

ed so n , m n cacti c r i t e r i a  can- be -~e ic h tem ’ d c nt her ag ains t

- on -  cr: t e n - m i  on a g a i n - S t  o v e r - i l l  In’ ; I n- t~~nce  -

su~ ’j e :: i v ’ n - e s s  w o u l d  s t i l l  exis t in s n - c  of
t h e c r i ’ ‘5 n -~ i , for exann -ç- Ie . CO S - v : . - r i e n

I~~ .

_ _ _ _ _  _ _  - ~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~



The d’, x ’.’~i sn op  .~~ - ~ id be n i n c - r po r .m e- t h e  f i r s t

n~~, s t e  p-s into a - ;ue stmonn ,m ~~re- , and t - ta ~~e a I , m n - , ’ - n ’ s a n - n i - i c

of t b  e m n - i c i n g  .,‘ : : n - : ’ u n i t \ ’ . I n  f,i:t - a san --i lo of th e e n t i r e

p r i c i n g  pop ’u l~m n  I - rn c o u l  I b e n-ade ,
~ith ou n l i t  f i c u l t - .’ ,

‘ . ‘ s : j n n 5 ’ . I :: , i i d d i t m . n  n end - , , m n : i rn c t h e -  n - o d d , we

Inc : I c - c -  :‘ i t  fur t n  t CS : S on n n - .,’ n - c-tI e 1 sb - a u i - I  d c - n t - n -  f I

‘r ’u r ’  n - e’ n -  ne sts , , , i  t h  n ht’ ~‘n l - , m n , .- I n- b e d , shoul d I c -  con’, duct c - I

n o  r e : u n e ’ o n  con :~~r m ni - o : n - elm : :~~nar’.’ f m n-d~~rm gs. l~ ’ f i n - m n - i ’,-

be l: eve i In-a  i n 1 1 ch n on n b-~ ’ s u n - ; r 51 mm , ’ n - e s  u I t  s I r I m:, S- in

t o n  :0 AL C ‘ s san-p led : ‘n n - i c t s , con. : r i o t s  t n - mn- a 11 t he ’ A l ’ s

~hou 1 - l i e  S m :- -, led mn : n ,  I u d e ’ I inn t i -  m odel ‘ s e’- • s

t b - o n -  c - l i n e d  F i n d i r ~~s

T..~ f m n d : ’ n c s  ..‘:e n - e ’ v e ’ a l e - d it: , In - em s n - e l  ed to

~n - i C - n - m t  b ’u t ,  n , - t  d : n - ’ ’ ‘ ‘ -  r e l a t e d n o  to d o l l a r  t l n e s h o l

on- ot :’ ’.’n c rl ’On :.l. The r m r s :  :s  t b - a t ,  t I n e Ce , : on - In -m pa c :

S- -’s’ enn -n i s  n- ‘ ‘ - i n ,’ u s e d  I ‘-
- m o s t  on ‘I- .’ A d  on :i, es a n - . :

In’; ,i - n - I  e’n -  o r  n 1’e AFSC 0: f~~c . ’s .  T h i s  5. -en - nt ;  n o be .m~ .-

a I , i c ~ of Un - . l e n s ’  m n - d i n - c  o: t h e  sv s t t’nn- and ‘ h . - m a ;  pr . -; r

:n. - s~ o f  n - n -, ’; or :~~o s n a n : : , . n  .n-1 , i c :  p n  c n m m t n s The s.’ ’ n d

f i n d i n g  s t t- V r c I mm ,- off i C’ S hi v e a : :e-od I - n :- n- . ‘ ne

: ‘~~‘h  ‘ - ‘ t ”  p r i c i n - . n  an : com ;u :’- ’ ;nog n -lmin c a l i l i t v .

d : n - : d -. e n s ’ ‘ ‘n y in :- ‘.‘s” a r e a s  i s  w i n - r i ” t  .‘d.
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C E PA R ~~’.tE’.T OF THE AIR FORCE

~ P PCI ”-’ [ QF 

~~~ ‘~ ‘3

2cdr

u - i -’ -’ been Sc ’ .’ t n e ’ ,~~ , I: , a i-
~~c ,m n -; ex;. ert , ‘ pa: n - : c :p a t e

in - i , u r  A :r Fr— ce In : t i n -  n - f ’  o: :’.- .- t n : , - ’lccv ( ,\F : :  research
th es:s on- u.’ c: :ec t :‘,- u ” ,;s o: .;se o: a ,io..ar t:mres hc i
‘is t o , c ’ sol e : r i t - ’ r i c n n  . uetomn -’,m: n mn .~ ‘w:’. . n-, ,i : :‘ p-c -~ n - .  :s
t ,”r ’ ,ir :.,,‘ :  t , n - t n  o : : ’  ~~~~~ : on n- , m n - . i . ’,’s~~s. ‘:1, .

r esea r c h  t : ’esis , w u I c h  ~s :.‘:- :mn-~ sp cn - .sc:’eJ :.y FL ‘‘SAF ,
- “r .’rn-~ r,e n -he feas ~~l i t ’ ~’ of u smr ~g n -her .iec~ sm ;n’ ,

~‘ : t m’, i m -  n - he  n - e x t  t n -r e d  wee ’~s , :: ‘ - t-tc . ’ mnn-e~~ ~r 1~~~,:: corn -t a ct
a n - I  3:’ :- a mn- ;“ a cnmn -’.’e:n -~~e :n- t : ,“. ,‘ : :‘ ~ n - dl en - i n n: :me

n- n- : h~~g s u I n ’ - ’:n - .  The ~r , t c r ’-’~~e w W ~~.’ la  ‘m n - n :  n :x~~n -m a t e~~ ’
n - u n ’ a :m~ *1 1, 1 -.. n-rn - c i t t a - ’:n ’’l m n - , n - e :’ -.’ : ’n w  g .iuo . Si nce

o~ r r e :- . - .’m ‘ n m resu . . -w - I. I uc; . cnn I , in- pa~ n-
- ‘.‘-, n. ’nm ,-” o~ t:n.’ re: :cn-,s.”s , p _ c 3 5 e  .. : n:t

‘he I:’ ’’cn-’~~- ’~ ~‘ .‘st~
,.nmm s ~ , ‘ d n t : ,e r s  ::n m ’~~’ur o~~t ice.  ic ur

re:;m~~mmses .1~ be ‘,- - :  c o n -n  ~~~“:n ’ , ~~~. . A n - s ; .  :m ses w n -  II , ~ e
~~, -u a n - - ’ d  ‘ m n - i  r ’~: : .. ,: by cat” ;cr:es On -i~ so that rn -c sped : :c
r espo n n :;e , I I  n-c a t m :  i I n u t e . n  t : i n n - m m :

The res ult s :. f the ‘‘tf r~ w’: I l  he nor ’wa : , l ed  t . .. ;; _ IT~~AF f n r
possmb e ~se mm’, n .u~~ire ~r : c~~- :o,icm ’ ieclsmcr ,s. I un-
coon-erat n-, ‘m : , : : ; ,~ : n ‘ n - n -  n - n - m s  -‘ t ‘n- n-, ‘

~~‘ :
a:;’r~’-’c: i n - e l .

~~~~~ A PdT:  7-.. ‘-:A-
A~’ T  LSG ~l ’m s s ‘

~~~~~~

_ _ _ _ _ _ _ _
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1. Accord m n c to y o u r  O : n i c e  O: c - r . i t i n g  I n s t r u c t  i o n -. , a d o l l a r
n- h r c - sh o  11 is t he so l e  cr i n er ion for deter: :m i n i n~- ’ w b o t  I.e r a
pr i c i ng ,i cn . io n n is a c c e n t ed I , .  t h  i s  o f f i c e ,

a ,  n y o u r  O p i r i ’  n , w h i t  :s the l a s i s  for th e use of
t h e  d o l l a r  t h r c - s h o l d  - i s  n h ~’ d e c i s i - - rm c r i t e r i o n ?

b .  In  y o u r  ::- . : . ‘n , w h i t  is t h e  b a s i s  f~ ’r  the sc ,lec—
t : ’ ’n of :“  ‘- n _ m n - ’  i c u la n - d o l l a r  v a l u e  ‘u s e d  ~~S t b - c ’
t b - n - .,- s h o 1 1d 7

~n - i u  ~ mm~-w o f  n v  - r - c .n c  act ions acc e-ptc -d by t h i s
o n ’ :’ m c e ’  w r : j ~~b ’ d i - l  n - n  f . ’~~~, - ,, t h e ,’ , i i i l l , m n -  t h r e s h o l d  r u ] c ~~
In c i t  n - er I ’ n -  :s - Cont n - acts m b - e v e ,’ t h e ,- t h reshold bc’ i
ret u r n - c’ : no the Con t n-ac : i ng n-~ I i cor • i n -  c o n - n  r a c t  - 1-c’ I
: h ~- t hn’ . - sh o lj  : ‘ :n c  a c c e n t e d  h’5 th is of I

3 ,  1 : ‘.‘ou r  a n s w e r  n o  ; . , e s t :o n  ~~ , is ‘,‘ e s :

a . .~:an 
— en - :c’n -n - ,ic e of  t I e ‘ 01 .11  n :un m n d c - n -  o f  c o n - t  r , i c :  s

acce: r el b - ’5’ t I n - i s  O f f  lCt- n- es n t  r o l l  ow th e ’ n b - n - e s —
h o l .. d r u l e ?

b.  l~ho ma~-c s  th e ,’ - d e C  i S  i o n  ~0 a c c e n  t / n - e n  u r n  t h e s e
a c t  I o n s ?

c. n w h a t  I - isis i s nt - - ’ de ci si n n - m a - n o ?

I ,  I s t b o r . ’ , i ’ w n i n t , ’ n ’ n ~e 1i c v . ’n t h i ,c : r , i c ~~i : e ’ ?

~~: ‘.‘ou f e e l  n b - a n  t h e -n e  i s  a 111 f e r e r : : e ’ i n  n t ’ e e f f c ’ c —
- ive ’nc’ss (acc,,n-Jcv . con-p Ie ’ on”ss , i n - c- I i n : . -  ss . d o ll - i n s a v m n c s
‘0 t i n . -  Goven-nn- :cn’) of pric ing ac’ :’ ns ; ..‘r f ’ . rn ’em d y this
o f f i c e  is  con -m n m n - e d  t ’  ; n i c i n c  m c ’  i n s ’ e n - : ’  r’r,’ b b y the ‘o n —
t- .ictin , C :fmc er ,c?

.,

~

. . . . ‘ -  _
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5. Lo ‘~‘ou h a v e  any cv m d ence or in for:: ,it 1 .n -wIn ich could
be used t o  s up p o r t  y o u r  a n s w e r  to qLest ion ~~~~- ?

• How effective do you th i n k  t I n e  dollar threshold is as
a dec i s io n r ule?

• I. I “- k -u c~~u I I  r e c o n - n -n n~’n c  , m : :et h od  m i c  C o n s  1~~ e’n - S  fac-
to rs other t h a n  dollar threshold , -n ’ - it f act o r s would you
r ec- -:c:e- nd? List Is n - n a n - v  f a c t - n - s  as you c n -  t h i n k  o l ,

-~~~, Please dc-fine e -mch of the fac t ’t ’ s i i s n e - c  above. ~
‘ -~~~~~~.-

‘un- d e f i n i t i o n m s as sn - e’c if i c as p ossi b le. F or  i n s t a n c e , - ,
:: v- ’u ’ ve listed “t v t . e of .- - ‘ n n r j c n ” i s a :‘ ,i c n - . ’r , you- n-
del m m  ion n -m i cI n t b e  ‘‘ is let ine -~ by liAR , ’’

~~ . Of t h e  f a c t o r s  l m s : ~ - - . i ito - y e , Sei e ’C t t In e five (5) you
consider to d o n I n ~ ’ n - c - s t  i m p o n - n . . n - .  . I n d i c a t e  wh you f e e l
these arc i n - ’ : - r’ t an t factors in- .d r ,m n ’

~ t n - e n -n i n  - - n - d e n- o f
o rt j r ’n ce w i t h  n. b - e ,’ n-ost n - , i mn ’~e’I 1 .

10 ,  For e,.i c h  o f  t h e  f i v e ’ f , i cn o r s selected above , n t - n - vi l e
a ,l’’ ,is: ’o n rule .~‘:ict’ you fec- i we ” ’uld ‘ . a : p r o p r : a t e  t - 3
:,s” i n n  de ,~- i d ~~n- .

: m f  a : n - m d — c  a c t i o n  sn  u l d ’r e  a c c e  t e d  b -v
th i s offic e. :~~n- ex.in -~~le’ , i f ‘nc ’ on ve ,,r : a c t  n - s  :~ t - -p e
‘i f  con t rac - ‘- -un Ic ’ sion rule n - nic ht be “ i ll i ncentive
type Con :r ,icns sh’’ u d  I t ’  .icc e,’;’ :t - ’d b -v this o f fm c e ;  n-c CPFF
t y p e  contracts :.hould h e  acce pted h-v - h ms o n l i c e , ”

FL
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Kendall W Statistic

S
1/ 1 2 k2  (N’~ N)

where:

S — sum of squares of the observed
devia tions from the mean of R;

k number of sets of rankings ;

N — number of items ranked .

CM-square statistic

~~~ 
k (N—1)W
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