
APRO 516

~ 9 FINAL,~~~~

PROCUREMENT ADMINISTRAT IVE LEAD TIME (PALT)

MANAGEMENT AND PERFORMANCE CRITERIA

MARCH 1977 D D C

Approved for Public Release; Distribution Unlimited

APRO

ARMY PROCUREMENT RESEARCH OFFICE

U.S. ARMY LOGISTICS MANAG EMENT CENTER
FO R T LE E , VI RG INIA 2 3$O 1

Ar,n y Fort 1. . V . I~~~o fl 100 .1



APRO 516
FINAL

PROCUREMENT ADMINI STRAT IVE LEAD TIME (PALT)
MAN AGEMENT AND PERFORMANCE CRITERIA

- 
..E~StO~iby 

W!~ e S~cIN t3
Kimrey D. Newlin ‘~~~~~~ ° D
Edwar~t 1. Lovett D  

~ . ; i f  L’~

March 1977

Information and data contained in this document are based on input
available at the time of preparation . Because the results may be
subject to change , this document should not be construed to represent
the official position of the US Army Materiel Development and Readiness
Comand unless so stated .

Approved for Public Release; Distribution Unl imit ed

At the time of publication of this report , the recomendations
had not been approved for imp l ementation by the US Army Materiel
Development and Readiness Coninand.

US Army Procurement Research Office
US Army Logistics Management Center

Fort Lee, VirginIa 23801



EXEC UTIV E SUMMARY

A. BACKGROUND. In recent times procurement managers have complained that
F Procurement Administrati ve Lead Time (PALT) policies have taken too much manage-

ment prerogative out of their hands . Existing PALl management practices must
be re-evaluated in terms of the value and usefulness. Procurement Managers
need a more appropriate set of PALl management cri teria against which to
measure the effectiveness of the mission for which they are responsible. Thus ,
by measuring accomplishments against PALT management criteria , procurement
managers will be better able to plan , direct , manage and control the pre-award
procuremen t cycle. This study looks at the traditional PALl practices in
order to develop more appropriate PALT management and performance criteria.
B. OBJECTIVES. The objectives of this project were :

1. Analyze DARCOM ’s and the MSC’s current system for managing PALl.
2. Determine meaningful PALl objectives as a means of managing PALl.
3. Establish PALl management and performance criteria for use by

procurement managers .
C. STUDY APPROACH AND RESEARCH METHODS EMPLOYED. The study and research
methods empl oyed consisted of reviewing publ i cations and on-going research
in the area , obtaining cornents from key management officials at HQ DARCOM
and the MSCs and utilizing statistical and operations research methods .
D. CONCLUS IONS . The conclusion s were : a. PALl standards are a useful
management tool to encourage award of, PWDs’in a more timely manner; b. The
most frequent reasons for PALT delay are of equal if not greater importance
than the PALl standards themselves in that they Identify bottlenecks which
if corrected would minimize PALT: c. The current definition of PALl in
DARCOMR 5-4 needs to be expanded to include PASS , a part of ALPHA; d. PALl
is significantly different at each MSC and between formal advertising and
negotaition ; and e. PALl is not significantly different between fixed price
and cost reimbursement type contracts and not between various dollar strati-
fications above $10,000.
E. RECOMMENDATIONS. The reconinendations are : a. The use of PALl standards
should be continued , and that they should be updated every year to insure
validity ; b. PALT performance should be displayed so as to show trends both
within the fiscal year and among fiscal years. When PALl performance is felt
to be at a l evel consistent with good business practices , the emphasis on
PALl should be reduced ; c. A detailed analysis of the PALl delay codes should
be conducted quarterly by HQ DARCOM ; d. DARCOMR 5-4 should be updated to
provide an expanded PALl definition more in keeping with capabilities of the
PASS section of ALPHA; e. Frequency distribution , tests of hypothesis , and
analysis of variance should be used to develop PALT standards and evaluate
performance against the standards; f. Separate PALl standards for formally
advertised and negotiated contracts should be established for each MSC;
g. Procurement managers should concentra te their attention on those segments
of the pre-award procurement cycle which account for the largest portion of
PALl ; and h. Procurement managers should concentrate their attention on
those PWDs where the bulk of the manpower and dollars are devoted , above
$10,000.

~~ 
.
~) -  ~~

.

ii



TABLE OF CONTENTS

PAGE

EXECUTIVE SIIIMARY Iii

TABLE OF CONTENTS iv

LIST OF TABLES v i

LIST OF FIGURES vii

CHAPTER

I. INTRODUCTION 1

A. Background 

B. Problem 1

C. Objecti ves 

D. Definition and Convention of Terms 2

E. Study Approach and Research Methods Employed 6

II. ANAL YSIS OF PALl DATA 10

A. PALl Management 10

B. Reasons for PALl Delay 17

C. Identification of Variables that Affect PALl 20

1. This section describes the design of the PALl
data collection plan which can be used as a
basis for analyzing PALl 20

2. Analysis of the PALl data from the
Central Procurement Workloading Report 27

3. Statistica l analysis of PALl data collected
at MSCs 36

III



PAGE

III. CONCLUSIONS AND RECOMMENDATIONS . 43

A. Conclus ions 43

B. Recomendations 44

REFERENCES CITED 47

STUDY TEAM COMPOSITION 48

lv



LIST OF TABLES

TABLE PAGE

1. PALl (Army) 13

2. Component Parts of the Pre-Awara Procurement Cycle Which
Account For the Largest Percentage of the Time in the Pre-
~w,ard Procurement Cycle for Formally Advertised Contracts . . . . 14

3. Component Parts of the Pre-Award Procurement Cycle Which
Account For the Largest Percentage of the Time in the Pre-Award
Procurement Cycle for Negotiated Contracts 15

4. FY 75 Summary of Predomi nant Reasons Why PALl Standard Was
Not Met in DARCOM (PWDs < $10,000, Section I of RCS DRCPP-l27
Report) 18

5. FY 75 Summary of Predomi nant Reasons Why PALl Standard Was
Not Met in DARCOM (PWDs > $10,000, Section I of RCS DRCPP-l27
Report) 19

6. DARCOM PALl Standards (all Procurement (Sections I & K)
Average Calendar Days) 31

7. Overall Average PALl (in Days) by Dollar Va l ue and ?ISC
for FY 75 33

8. Summary Resul ts for the Five MSCs of DARCOM Tests of
Hypotheses As to Whether the MSCs Have Met the Current
PALl Standards 34

9. Results oi the One-Way Analysis of Variance of the RCS
DRCPP-127 PALT Data (FY 75) 37

10. FY 75 PALl Data by MSC 39

11 . Effect of Each Variable on PALT (Results of the ANOVA of
FY 75 PALl Data Collected at the MSCs) 42

V



LIST OF FIGURES

FIGURE

1. Example Lot Size Inventory System Showing PLT/ Lead lime 3

2. Breakout of the Component Lead Times Which Ma ke Up
Procurement Lead Time 5

3. Tree Di agram of the Nested Design for Collection of PALl
Data 22

4. Distri bution of DARCOM Contracts for FY 1975 by Method of
Procurement Contract Doll ar Va l ue, Type of Contract and MSC . . . 25

5. PALl in Days for the Six MSCs in DARCOM (Over and Under
$10,000) for FY 1975 29

6. PWD Distribution of PALl in Calendar Days for DARCflM
(over $10,000) for FY 75 40

vi



CHAPTER I

INTRODUCTION

A. BACKGROUND

One of the continuing problems of procurement has been that of Procure-

ment Administrative Lead Time (PALl). PALl has generally been believed

to be a prima ry cause of late delivery to the field (8). Consequently

research on PALl has been concerned with how to reduce it.

In recent times procurement managers have complained that the constant

emphasis on reducing PALT has constrained their opti ons considerably and

that a new , more modern management approach is required for PALl .

This study will re-exami ne traditional ideas about PALT as well as

the current reality in order to develop more appropriate PALT management

and performance criteria.

B. PROBLEM

Existing PALl management practices must be re-evaluated in terms of their

value, usefulness and cost. Procurement managers need a more appropriate

set of PALl management criteria against which to measure the effectiveness of

the mission for which they are responsible. Thus , by measuring accomplish-

ments agains t PALl management cri teria, procurement managers will be better

able to plan , direct , manage and control the pre-award procurement cycle.

C. OBJECTIVES

The objectives of this project were :

1. Analyze DARCOM’s and the rISC’s current system for managing PALl

and develop appropriate PALT management and performance criteria.



2. Determine meaningfu l PALT objectives as a means of manag ing PALl.

These objectives mus t be suitable for control (qualitative or quantitative

measurement in order to determine and control progress toward achievement

of the objective), si gnificant rather than routine actions , oriented towards

the accomplishment of specifi c results , and challenging and realistic to

achieve.

3. Establish PALl management and performance criteri a for use by

procurement managers .

4. Utilize the results of this study in developing the PALl objective

for the DARCOM Procurement Management System (PROMS).

0. DEFINITION AND CONVENTION OF TERMS

One major issue picked up from the review of previous PALl studies is

that of defining just what PALT means (3, 4, & 7). Before defining PALT ,

one first needs to defi ne the segments that make up the pre-award procure-

ment cycle.

For example , to the supply pers onnel at the Inventory Contro l Points

(ICPs) who are interested in holdin g down costs of ordering and holding

i nventory at the ICPs and stock points while minimizi ng the average number

of days forecast for delay in the availabilit y of material , lead time is

the time i nterval between placing an order and its addition to inventory

as illustra ted in Figure 1. ObvIously, lead time is an important factor

in computing requirement objectives and in establishing the quality level

(reorder point (ROP)) at which replenishment actions for i tems will be

Initiated.
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FIGURE 1. EXAMPLE LOT SIZE INVENTORY SYSTEM SHOWING PLI/LEAD TIME

*LEG[ND: PLI Procurement Lead Time
ROP = Reorder Point
OP = Order Point

QTY = Quantity
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But to procurement pers onnel , this same lead time is known as Procure-

ment Lead Time (PLT) and represents the t ime interva l between the initiation

of procurement action and receipt of an i tem into the supply system .

PLT can best be defined wi th the use of a diagram illustrating the

breakout of its component lead times. Figure 2 illustr ates the components

of PLT and will be used as a frame of reference in this management report .

Procurement Lead Time (PLT) is defined by AR 310-25 (1) as ‘the interval

in months between the initiation of procurement action * a:.d receipt into

the supply system** of the production model (excludes prototypes) purchased

as the result of such actions , and is composed of two elements , production

lead time and a~~inistrative lead time . ’

The fi rst major component of PLT is administrative lead time (ALT),

which is defi ned by AR 310-25 (1) as “the time interval between initiation of

procurement action and letting of contract or placin g of order. ” The second

major segment of PLT is Production Lead Time (PDNLT), which is defined by

AR 310-25 (1) as the time interval between the pl acement of a contract and

receipt i nto the supp ly system of material purchased .”

*Init iati on of procurement action is “that point in time when the
approved document requesting procurement and citing funds is forwarded to
the procuring activi ty (1).”

**Receipt into the supply system is “that point in time when the first
item or first quantity of the item of the contract has been received at
or is en route to point of first delivery after inspection and 

acceptance4



PROCUREMENT LEAD TIME (PLT)

Procuremen t Cycle

1~~~ Pre-award
Procuremen t Del i very

Requirements Cycle Lead lime
C r l ~ - — _ _ _ _ _ _ _ _ _J_ _ _ _~.’________~~ ,— —

~~.
‘

Procurement
Administrative
Lead Time (PALl)

Production
Lea d Time
(PONLI)

Admi ni stra t ive
Lea d li me (A LT )

PWD* PWD Received by Contract Completion Receipt of
Ini tiated procurement Award of manu- Item into

fac ture  or Su pp ly Sys tem
r e p a i r

TIME IN DAY S

FI GURE 2. BREAKOUT OF THE COMPONENT LEAD TIMES WHICH MAKE UP PROCURE-
MENT LEAD TIME

* Legend : Procurement Work Directive (PWD) is the document which
au thorizes funds and/or authorit y for specific goods or
services to be procured .
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Procurement Administrative Lead Time (PALT), is defined by AMCR 5-4 (9)

as ‘the measurement of calendar day s connected with the receipt of a procure-

ment directi ve ( PWD ) accepted by a procurement and production directorate as

a package (funded or unfunded ) adequate to initiate procurement of a require-

rnent , and continues until the executi on (award ) of a procurement instrument.

Figure 2 il lustra tes that PALT is a subset of ALT and is synonymous wi th the

pre-award procurement cycle. Also , PALl is the principal component of PLT

over which procure ment has prima ry , but not complete control . PALl excludes

the requirements cycle or the time t he requiring act iv i ty  needs to prepare

the PHD.

As shown on F i g u r e  2 , the last component , Delivery Lead Time (DLI) is

subs et of PDNLI and is not , as has often been misinterpre ted in the past , the

same as PDNLT. DLI is defined in AR 310-25 (9) as “the time interva l between

completion of manufacture or repair of an i tem and the receipt of the first

scheduled ship ment into the supply system. ”

E. STUDY APPROACH AND RESEARCH METHODS EMPLOYED

The study and research methods emp loyed consisted of:

1 . Collect ing and reviewing all publications and on-going research in

the a rea o~ PALl .

2. Collecting the FY 75 PALl data from the RCS DRCPP-127 Central Pro-

curemen t Workload i ng Report . This data was used as follows :

a. To compa re the consisten cy of DARCOM’ s current PALl management

standa rds to DARCOM field experience as reported in the RCS DRCPP-12/ 
report6



through the use of a one tail t-test of hypothesis. * The hypothesis tested

was that the MSC PALl performance was satisfactory . The actual hypothesis

tested was expressed as follows :

U . V V
11
0 

. 

~~
- 2

HA 
: T.~ > 12

where :

= the computed PALT for a particular class of PWDs from the

RCS DRCPP-127 report, and

12 the DARCOM PALl standard for the same particular set of PWDs

as the above .

If the null hypothesis (H0) is rejected then one would conc ’ude that the

MSC exceeded the DARCOM PALl standard . If null hypothesis is accepted one

would conclude that the DARCOM PALl standard was met or there is sufficient

data to reject the null hypothesis at this time .

b. To perform a one-way analysis of variance (ANOVA) to see if

the PALl is significantly different for the various procurement breakouts

between the MSCs . This determined whether or not PALl differed between MSCs ,

dollar size and method of procurement; e.g.,

H0 : U11 = U21 . . . = U61

HA : Li
11 ~ U21 y

~ . . . ~~ U61
where :

U11 
= PALl at ARMCON for contracts < $10,000. (See Chapter II for

details). Then , if one were to accept the null hypothesis * using the F-test , one

*Level of significantce (O() = .05
.7



would conclude tha t the PALT times under $10,000 did not differ frc~’ euCi

other and therefore are basi cally the same between MSCs and do rot justify

a separate PALl standard for each MSC.

c. To establish a frequency distribution of the predominant

reasons for why PALl has exceeded the calendar day sta ndards designated for

the different methods of procurement.

3. Augmenting the find i ngs of the data analysis by obtaining comments

from key management officials at HO DARCOM and the MSCs who are respons ible

for PALT contro l. These interviews also insured that objectives , performance

indicators and qualitative conclusio ns are valid.

4. Collecting historical data for the PALl objective on the Logistics

Performance Measurement and Evaluation System (LPMES). This PALl data

was used to perform a Pareto analysis of the six phases of the pre-award

procurement cycle as del i neated by the PALl objective under LPMES to see

which component parts of the pre-awa rd procurement cycle make up the greatest

percentage of the cycle. Management then could use this info rmation to

determi ne where they should be concentrating most of their attention .

5. Using the principles of experimental design to establish a valid

data collection plan for PALl data . The purpose of setting up this experi-

menta l design prior to col l ecting PALl da ta was to be able to obtain valid

and pertinent PALl data , establish the facts , draw valid conclusions and

provide correct answers . The aim of this technique was to estima te the

effects of certain variables on PALT by testing hypotheses about the PALl



data in a nested design . In order to establish proper methodology for

developing PALl standards based on actual past performance , it was decided

that a nested experimental design stratified by method of procurement (Formal

Advertising or Negotiation), contract dollar value ($10,000 to $99,999,

$100 ,000 to $999 ,999 , an d g rea ter than or equa l to $1 ,000,000 ), and by type

of contract (fixed price or cost reimbursement) should be used. Based on

previous resea rch done on PALl and expert opinion , this is felt to be the

most appropriate breakout for PALT. While routine processing of purchase

requests under $10,000 should be mon i tored , since they do not account for

most of our dollars awarded , current DARCOM standards for small purchases

will remain unchanged for the present. Also , PALT standards were not

developed for the following breakouts : letter contracts , two-step formal

adve rtising , and delivery orders .

6. Utilizing statistical methods (parametric and non-parametric) and

operations research methods to analyze the PALl data collected and to develop

methods of controlling PALl performance .

7. Analysis of the find ings of 1 through 6 above so as to develop PALl

management criteria to aid procurement managers in managing their procure-

ment program.

9



CHAPTER II

ANALYSIS OF PALl DATA

A. PALl MANAGEMENT

It was observed that all the DARCOM MSCs were concerned wi th PALT

management. Most believed PALT to be an appropriate management objective.

It was found that at least two MSCs believed that ALT would be a more

appropriate management objective for DARCOM HQ. If one goes back to Fi gure 1 ,

it can be seen that PALl is a subset of ALT and that two different directora tes

would be involved if ALT is to be minimized . Thus , if ALT is to be minimized ,

a team effort is required and it is appropriate for procurement to concentrate

on that portion of ALT over wh ich it has major control - PALl .

It was also found that most of the MSCs had done detailed studies in one

form or another on their PALl management practices in recent years. For

example , one co,m~and is currently testing an advance Procurement Request Order

Number (PRON) in-house processing program , which indirectly resulted from a

recent PALl study . The goa l of this system is to cut PALT prior to issuing

the solicitation.

A l so , it was observed that although few of the MSCs have written policy

on PALl , most of the MSCs are concerned about PALl and are , in their own

way, attempting to improve their management of PALl.

Most of the MSCs believe PALl to be an appropriate management objective .

However, the MSCs feel that a more appropriate set of PALT management

standard s is needed together with emphasis on PALl from DARCOM HQ. They

believe that their procurement personnel will work more efficiently with

10



PALl standards as opposed to none. This confirms the Logistics Management

Institute fi ndings (7) that PALT standa rds are required

.for three reasons : (1) Individuals are not all
motiva ted at the same gear - I may think that 30 days
is excessive to issue a sole source purchase order ,
while you may think that 30 days to perform the same
action is reasonable; (2) competition is a motiva tor -

and there will always be those who will compete to beat
the established ‘standards ,’ and (3) managers need a
standard , gauge or goal , if you wish , against which to
measure the effectiveness of the mission they are
responsible for. Measuring accomplishments against
PALl standards or averages , managers are able to plan ,
manage , direc t and maintain control of the procurement
process - the process by which they are able to
accomplish their mission - because contracting is the
vehicle through which the government conducts its business.

The rev iew of lite rature revealed three major PALT studies (3, 4, & 7)

which indicated that the length of PALl is rooted in existing l aws and DOD

regulations and that much of PALl is beyond the control of individual pro-

curement offices. However , all three studies firmly demonstrated that PALl

can be reduced.

It is imperative to remember that PALT cannot be reduced beyond a

certain point without sacrificing good business purchasing practices. A

certain peri od of time is definitely required to effect a quality procurement

action .

As a result of the field i nterviews with procurement managers , it was

concluded that certain segments of PALl are more readily manageable , con-

trollable , and account for a larger portion of time than others. The

literature search revealed that, in the past, PALT was one of the areas

11



bei ng revie~~d under the Logistics Performance Measurement and Evaluatio n

System (LPMES), DOD Instruction 5010.25. PALl data from the LPMES system

has been si.uvnarized to show which specific processing steps of the pre-award

procurement cycle take the most time . This information indicated to manage-

ment where emphasis , in order of priority , should be placed in order to

manage PALl (5).

Table 1 sinnarizes the Army ’s PALl data broken out by method of procure-

ment for fiscal years 1971 , 1 972 and 1973.

Tables 2 and 3 siznmari ze the ranked percentages of each phase of the

pre-award procurement cycle for for,Tal advertising and negotiation . Table

2 illustrates that the pre-solicitation phase ranks first for formal advertising

and accounts for 25.4 percent of PALl. Ranking second is the solicitation

phase , which accounts for 22.3 percent of the PALl. Thus , the pre-solic itation

and solicitation phases of the PALl cycle account , on the average , for

approximately 50 percent of the total PALl for formally advertised contracts .

Procurement’s prerogatives regarding solicitation time are influenced by

genera l ASPR rules for bidding time for formal advertisement. Thus , it might

be concluded that the primary area on which managers should concentrate

their attention in formal advertising is the pre-solicitation phase.

Table 3 for negotiated contracts shows that solicitation time ranks

fi rst and accounts for 26 percent of the PALl. Thus , it should receive

management attention because in general , procurement has more discretion as

to the time allowed for proposal preparation . The second highest ranking

phase for PALT in negotiated co ntracts is the time required to perform the

12



TABLE 1

PALl (ARMY)*

(IN CALENDAR DAYS)

Phase of the METHOD OF PROCUREMENT
Pre-award
Procurement FA NEG
Cycle —

71 72 73 TOTAL 71 72 73 TOTAL

Procurement
Request Review 50 27 1 78 8 14 8 30

Pre-Solicitation 44 29 42 115 16 48 17 81

Solicitation 35 35 31 101 50 36 45 131

Eva l uation/
Analysis 30 14 27 71 41 37 48 126

Negotiation -- -- -- -— 15 20 22 57

Award
Processing 35 39 13 87 16 29 33 78

Overall
PALl 194 144 114 452 146 184 173 503

*SOURCE: LPMES , Army PALl data for FY’ s 71 , 72, 73

13



TABLE 2

COMPONENT PARTS OF THE PRE-AWARD PROCUREMENT CYCLE WHICH ACCOUNT FOR

LARGEST PERCENTAGE OF THE TIME IN THE PRE-AWARD PROCUREMENT CYCLE FOR

FORMALLY ADVERT ISED CONTRACTS

PHASE OF THE PRE-AWARD FORMALLY ADVERTIS ED CONTRACTS
RANK PROCUREMENT CYCLE CUM %

1 Pre-Solicitation 25.4 25.4

2 Solicitation 22.3 47.7

3 Award Processing 19.3 67.0

4 Procurement Request Review 17.3 84.3

5 Eva l uation/Analysis 15.7 100.0

14



IABLE 3

COMPONENT PARTS OF THE PRE -AW A RD PROCUREMENT CYCLE WHICH ACCOUNT FOR

THE LARGEST PERCENTAGE OF THE TIME IN THE PRE-AWARD PROCUREMENT

CYCLE FOR NEGOT IATED CONTRACTS .

- -  

PHASE OF THE PRE-AWARD NEGOTIATED CONTRACTS
RANK PROCUREMENT CYC LE CUM %

Solicitation 26.0 26.0

2 Evaluation/Analysis 25.1 51.1

3 Pre—So licitation 16.1 67.2

4 Procurement Request Review 15.5 82.7

S Negotiation 11 .1 94.0

6 Award Processing 6.0 100.00

15



evaluat ion/ana lysis , which accounts for 25.1 percent of the PALl. Thus ,

i t  can be ~een that the solicitation and evaluation/analysis phases account

for slightl y more than 50 percent of the PALl for negotiated contracts.

A re lat ion ship interesting to note from Table 1 is that the three-year

avera ge overal l PALl for both formally advertised contracts and negotiated

contracts is about tht - but the component parts of pre-award procure-

ment cycle do not rank the same insofar as which phase of the pre-award pro-

curement cycle takes the most PALT.

The next major find i ng was that PALl is currently being reported

differently on the RCS DRCPP-l27 report by the individual MSCs . This is

being caused by varying i nterpretations of what the actual definition of

PALl means , when to start measuring PALl, and what time periods to include

or exclude from PALl since there are certain provisions in AMC Logistics

Program Hardcore Automated (ALPHA) for non-accrual of PALl . ALPHA is now

becoming the data base for the RCS DRCPP-l27 report.

In siinmary, it seems that the MSCs that have achieved the shortest

PALT times have performed a detailed in-house analysis of the procurement

process in order to establish time standards, a system of control and re-

lated reports to monitor PWD processing. It appears that when detailed pro-

cessing standards are set at the MSC l evel and the contract specialist know s

what is expected of him and how he will be rated , he will be more productive

and try to meet the PALT standard . Lack of management controls could lead

to excessive PALT.

16



B. REASONS FOR PALl DELAY

The data col l ected from the RCS DRCPP-l27 report relative to reasons

for PALl delay was summarized , analyzed to determine if significant patterns

between MSCs existed , and discussed with field personnel (2). This portion

of the study was undertaken to uncover any significant patterns as to where

and why PALT delays are occurr i ng . The results highlight bottlenec k areas

(specific processing steps ) which require management emphasis.

Tables 4 and 5 suornarize the predomi nant reasons why DARCOM PALl

standards were not met. The PALT delay codes have been ranked in order of

frequency of .occurrence. Examination of the delay code data on the RCS

DRCPP-l27 report indicated that some MSCs do not report delay codes .

Additionally, it was observed that there seems to be no current management

use be ing made of the delay code data . Table 4, the summa ry of the

PREDOMINAN T reasons why PALl standa rds under $10,000 were not met , shows that

four delay codes were apparently erroneously reported on some 18 occasions.

These codes are : 22, Solicitation review board required ; 23, Awaiting

secretarial determination and finding ~ 34, Pre-award survey required on

prospective contractor; and 37, Audit of contractor cost/price data delayed .

While these situations could perhaps occasionally occur for PWDs under

$10,000, it is doubtfu l that they would occur with such frequency as to

become pred ominant reasons for PALl delay . This , together with the fact

that some MSC’s reported the same delay codes month after month , leads to

the question , are these data realistic? Table 4 for DARCOM PWDs under $10,000

shows that delay code 52, “excessive workload ,” was the prima ry cause for

17



TABLE 4

FY 75 Summa ry of Predomi nant Reasons Why PALT Standard was not Met in DARCOM
(PWDs less than $10,000, Section 1 of RCS ORCPP-127 Report)

Delay
Code * F Rank

55 36 1
2 32 2
37 13 3
52 12 4
26 11 5
12 8 6
40 7 7
11 3 8
21 3 8
34 3 8
3 1 9
16 1 9
22 1 9
23 1 9
25 1 9
41 1 9

*Legend : PALT Del ay Codes (Appendix C of DARCOMR 5-4)

2 - additiona l funds required
3 - additional program authori ty required

11 - specifications and drawings not adequate
12 - i tem part number or stock number in error and require s correction
16 - justi fication for sol e source procurement not adequate
21 - solicitation cancelled
22 - solicitation review board required
23 - awaiting secretarial determination and find i ng
25 - proposed procurement action appealed by SBA prior to award of contract
26 - no response to solicitation
34 - pre-awa rd survey required on prospective contractor
37 - audit of contractor cost/price da ta delayed
40 - extended per i od of time for negotiation required
41 - change in requirements prior to awa rd
52 - unrealistic target da te established
55 - excessive workload

18



TABLE 5

FY 75 Summary of Predomi nant Reasons Why PALT Standard was not Met in DARCOM
(PWDs over $10 ,000, Section 1 of RCS DRCPP-l27 Report )

Delay
Code * F Rank

2 41 1
55 33 2
40 23 3
26 13 4
52 12
34 7 6
41 7 6
30 6 7
37 6 7
11 3 8
20 2 9
25 2 9
10 1 10
22 1 10

*Legend : PALl Delay Codes (Appendix C of DARCOMR 5-4)

2 - additi onal funds required
10 - specifications and drawings not available
11 - specifications and drawing not adequate
20 - sol ic i tat ion closing date extended due to change s
22 - solicitation rev iew board required
25 - proposed procurement action appealed by SBA prior to award of contract
26 - no response to solic itation
30 - low offeror determi ned non-responsible 1 and anothe r pre -award survey

requl red
34 - pre-award survey required on prospective contractor
37 - audit contractor cost/price data delayed
40 - extended period of time for negotiation required
41 - change in requirements prior to awa rd
52 - unrealistic target date established
55 - excessive workload
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PALT de lay in DARCOM , w i th code 2 , “addit i onal funds required ; awar d

delayed pending recei pt of additiona l funds ,” ranking second.

Ta b le ~ for DARCOM PWDs over $10,000 shows that del ay code 2 , “additional

funds ,’ ranks first , delay code 55, “excessive workload ,” ranks second; and

dela y code 43 , “e .tended period of time for negotiation required , ranks

third as the predominant reasons for delay in PWDs over $10 ,000 i n DARCOM

in FY 7~ .

The reasons for procurement delay were further analyzed to see if there

were significant causes for delay occurring only i n PWDs under $10 ,000

(i . e., were delays related to dollar size of PWD?). Analysis showed tha t

the only item of significance appearing solely in PWDs under $10 ,000 was

code 12 , “Item Part Number or Stock N,,nber in error and requires clarifi-

cation. ” This is an understandable reason due to the large number of PWDs

under $10 ,000.

For PWD’s over $10 ,000 only one delay code occurred with significant

frequency to mention ; i.e., code 30, “Low offeror determi ned non-responsible

and another pre-award survey required .”

C. IDENT IFICATION OF VARIABLES THAT AFFECT PALl

1. This section describes the design of the PALl data collect ion p lan

which was used as a basis for analyzing PALl.

The tree diagram was chosen as a basis for display ing the PALl data

collection plan , since it would enumerate all of the logica l possibilities

of variables affecting PALl where each combi nation of these variables could

occur in a finite numbe r of ways .
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The next step was to i dentify variables that would potentially affect

PALT. Based on the review of literature and expert opinion , the followi ng

initial set of variables was i dentified to be the key variables that would

potentially affect PALT. These variables were used to stratify and collect

PALT data : the six MSC5 of DARCOM , method of procurement (forma l advertisin g

(1 step and 2 step IFBs ) and negotaition (RFP & REQ )), dollar value (under

$10 ,000, $10 to $100 thousand , $100 thousand to $1 million , and over $1

million), type of contract (22 types per ASPR), competitive aspects (com-

petition and no competition), kind of equi pment bei ng bought , and seasonal

variation (4 quarters). Nex t, it was decided to collect PALl on 36 sample

contracts per cell (based on a standard sample size formula) on the right

hand side of the tree diagram for the above variables . After this , it was computed

how many contracts would have to be exami ned to get data to test to see if

the above variables would significantly affect PALl. It was quickly realized

that this numbe r of variables would cause the data requirements to exceed

the total number of contracts awarded in DARCOM for FY 75 and that many of

the cells at the end of the tree diagram would contain zeros (no contract

awa rds). Thus , based on these constraints and further analysis , the following

variables were decided to be the key variabl es that would potentially affect

PALT. These variables were used to stratify and collect PALT data : the six

MSCs , method of procurement (Formal Advertising (FA) or Negotiatio n (Neg)),

contract dollar value $10 ,000 to $99,999, $100,000 to $999,999 and greater

than or equal to $1 ,000,000) and type of contract (Fixed Price (FP)) or

(Cost Re imbursement (CR)). Figure 3 illustrates the nested design breakout

for this data collection plan.
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4 The assumptions behind this breakout were that: (1) each MSC is

reflective of the type of equipment it buys , (2) FA vs Neg would be somewhat

reflective of the phase of the life cycle , (3) the dollar size of the con-

tract would be somewhat reflective of the complexity of the supplies being

purchased , and (4) the type of contract (FP vs CR) associated with the

negotiated contracts would be further reflective of the phase of the life

cycle (production vs R&D) and , in turn , would be closely related to DARCOM ’ s

MSC reorganization into R&D vs Logistics Commands . Thus , once the PALl

standards were established based on the FY 75 PALl data from the six MSCs ,

they would also be applicable to the new configuration of the DARCOM MSCs.

The additional assumptions behind the design of this data collection

plan were : (1) although routine processing of purchasing requests under

$10 ,000 should be monitored , they do not account for most of the procurement

do l l a r s  and therefore, current DARCOM standards for these will remain the same

for the present; (2) PALl standards will not be developed for letter con-

tracts , two-step I FBs , and orders under contract; (3) competition vs no

competition is proportional on the FA side and somewhat proportionall y

disbursed on the negotiated side ; (4) large vs small business should not have

an effect on PALT; (5) the priority assigned to a procurement should not

significantly affect PALT; (6) ASPR rules governing an individua l procure-

ment are reflective of the fina l four variable stratification (discussed

earlier) as they affect PALl; (7) manpower for the contract workload is

available and workload is fairly evenly distributed throughout the year; and

(8) that a random sample of 15 contracts per cel l on the proposed data
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breakout is large enough to detect significant differences in PALl at each

level of the nested design atcr.~= .05 and (9) that the sample variances

between cells are equal .

Th is then would allow collection of sufficient PALl data wi thin the

other constraints to establish statistically valid PALl standards for PWDs

and identif y which of the four variables significantly affect PALl .

Based on the foregoing discussion , a distribution of all FY 75 contracts

awa rded in DARCCM was requested to be pulled from the FY 75 DARCOM DD Form 350s ,

Individual Procurement Actions , file to be stratified by the six MSC’s, Method

of Procurement (Formal Advertising or Negotiation), contract dollar value

($10,000 to $99,999, $100,000 to $999,999 and greater than or equal to $1

million ) and by the type of contract (Fixed Price or Cost Reimbursement) (10).

The summa ry of this data is shown in Figure 4.

One can readily see from Figure 6 that there are 16 cells in  which there

were less than 15 contracts awarded in FY 75. Secondly, if one were to add

a further two-way split of the data , any cell currently under 30 wou ld con-

tain less than 15 contracts , thus there would be 23 cells wi th less than 15

contracts. The addition of further variables that would stratify PALl would

not be meaningful with a universe of data distributed in this manner.

Also , it should be noted from Figure 4 that there are six cells with

less than four contracts per cell . These definitely are not large enough

samples with which to establish statisti cally valid standards. Since so

few contracts are awarded in these cells , separate PALl standards for PWDs
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in these areas would not be justified . These facts were ascertained by the

examination of the contract distribut ion prior to collection in order to

heuristic a fly determine which variables explain the differences in PALT.

Also, the DARCCM FY 75 contract distribution was analyzed to test

whether PAL l standards would be required for two-step formally advertised

procurements. A reason for potentially eliminating two-step IFB s was that

they normally have much longer PAils than regular formal advertisin g and

thus would tend to distort the data base. Analysis of the number of two-step

I FBs awarded in FY 75 yielded two findings. First , a total of five two-step

liBs were awa rded in DARCOM in FY 75 and second , only three MSC ’s (ARMCOM ,

ECOM and TACOM) used two-step IFBs at all. Obviously , those MSC’ s not using

two-step I FBs would not need a separate PALl standard and since there were

so few two-step IFBs awarded in FY 75 for DARCOM , there is no need to

establish PALT standards for two-step IFBs at all. However , in view of the

recent increase of two-step formally advertised contracts awarded from five

in fi scal year 1975 to 58 in fiscal year 1976, it is considered appropriate

for the present to keep the current PALl standard for two-step formally

advertised contracts.

Letter contracts were eliminated from the data base being used to

establish PALl standards since the PALl for these contracts is very small

by definition and such a contract is not a favored procurement instrument.

A final premise was that the workload (PWDs) under $10 ,000 as represented

by the number of PWDs was greater than the workload over $10,000 but did not

consume the majority or manpower (man days). For FY 75, it was found that
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78 percent of the workload (PWDs) was under $10,000 but they consumed only

33 percent of the manpower at the MSC’s.

Next , it was realized that the current PALl defini tion was not adequate

to determine when to start measuring PALl in collecting the PALl data .

Questions that arose were : (1) When is a PWD accepted , (2) Mus t funds be

available , and (3) Must adequate specificat ions and/or the technica l data

package be available? Based upon the analysis and consul ta ti on w i th PALT

coordinators , it was decided that the following PALl definit ion would be

used : The number of calendar days beginnin g with rece~pt in the procurement

office of an approved document , citing funds and complete wi th all data

necessary to solicit and award a contract and ending on the award date.

This definition would approximate the definition of PALl as measured under

the ALPHA system (which contains provisions for non-accrual of PALT).

2. Analysis of the PALl Data from the Central Procurement Work loading

Report .

The purpose of thi s section is to statistically analyze the PAL T

data from Section I of the Central Procurement Workloading Report (RCS DRCPP-127)

in order to determi ne how well the MSCs are managing their PWDs towards

meeting the DARCOM PALT standards. First , a frequency distribution for the

PALT for PWDS will be descri bed ; second , the current FY 76 DARCOM PALl

standards will be shown and the PALl data from the RCS DRCPP-l27 report

compared wi th the standards utilizing a statistical test of hypothesis to

see if each MSC met each current DARCOM PALl standard ; and third , an ANOVA

(analysis of variance ) will be used to see if PALl for specific procurement

methods is the same or different between the IISCs.
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a. Frequency Distribution of PALT for PWDs for DARCOM for FY 75.

This section will be used to display the frequency distribution

of PALl for the PWDs for DARCOM for FY 75. This distribution will show how

long it takes to awa rd PWDs once they are received ’. - ‘ive an indication of

dispers i on of the PALl data , and sho.~ whether the ‘ALT density function

is norma l or not. If it looks to be norma l , one can then use a t-test to

determine if each MSC is meeting the current DARCOM PALT standards.

The frequency distribution for the PALl data for PWDs from Section 1

of the RCS DRCPP-127 report for FY 75 has been developed for  DARCOM and is

shown in Figure 5. One can see from Figure 5 that the PALl for the PWD

can be approximated by a continuous random variable which can be denoted

by x and a probability densi ty function established for it. Also , one can

see from Figure 5 that based on past experience the frequency distributio n

for PALl is approximately normally distributed .

b. Tests of Hypotheses to see if the MSCs are meeting current

DARC~ 1 PALl standards.

This section will be used to first show the FY 76 DARCOM PALT

standa rds. Next a statistical test of hypothesis will be used to see if

each MSC met each standard . The FY 75 PALl data from section 1 of the RCS

ORCPP-127 report will be used to represent each MSC’s field experience as

a basis of assessing whether each MSC in DARCOM achieved the goal that 85~’

of all PWDs should be processed withi n the current PALl standard for each

method of procurement.
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The current method employed by DARCOM to control PALl is the establish-

ment of PALl standards (11). These standards , which are shown in Table 6,

were coninunicated to the field in the form of a letter . This letter also

established PALT goals so that DRCPP could assess each MSC ’s performance

against the DARCOM achievement goa l of 85% of all PWD’ s processed with in the

standards.

Upon close analysis of the current DARCOM PALl methodology , one can see

that tt is not completely satisfactory because the standards were established

by using the average number of calendar days . If an average is set as a

standard , then by definition , it can be met only 50% of the time , if one were

to assume PALT is normally distributed .

Since according to the letter , an average was used to establish PALl

standards , then the MSC’s could be expected to meet these PALl standards onl y

50% of the time . Al so, it may be more meaningful to develop PALl standards

using more appropriate procurement stratifications than those currently

employed in the Central Procurement Workloading (RCS DRCPP-l27) report.

More appropriate stratifications might be method of procurement , various

dollar sizes , MSCs, and type of contract.

The basic one tail test of hypothesis is illustrat ed as follows :

H0 : X (for a particular area) U (standa rd for the same area)

HA : X (for a particular area) > U (standard for the same area )

where :

H = null hypothesis

HA 
= alternate hypothesis
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The purpose of these tests is to see which MSCs are meeting thc DARCOM

PALT standards. If one were to find tha t most of the MSCs have met the

standards , one mi ght conclude that the current standards are too easy (too

mu ch time allowed ) and that new standards need to be established based on

the MSCs rv 75 accom pli shments .

Illust rat i on of H0 test :

U(FA < $10 000) 
= 90 days

H0 : X (FA K $10 ,000, ARMC OM) ,~. 
90 days

HA : X (FA < $10,000 , ARMCOM) > 90 days

Table 7 stjnmarizes the overall average PALTs achieved by MSCs and

DARCOM for FY 75. The average PALl for DARCOM PWDs under $10 ,000 was 62.9

days and 84.3 days for PWDs over $10,000.

The actual results of the statistical analysis of the RCS DRCPP-l27

PALT data for FY 75 is sunmiarized in Table 8 shown by MSCs and broken down

by dollar size (under and over $10,000) for each procurement method . Table

8 shows that in 37 out of 45 hypotheses tested (the £ISC’s actual achievement

for each procurement method compared to the PALT standa rds in Table 6) that

the PALT standard was met statistica lly. *

Thus , one can see that in 37 out of 45 hypotheses tested , that the MSCs

were able to award the PWDs within the PALl standard . Upon further analysis

one can see that the PALl standards for the MSCs under $10 ,000 may be too

*level of significance (cr ) .05.
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TABLE 7

OVERALL AVERAGE PALT (IN DAYS) BY

DOLLAR VALUE AND MSC FOR FY 1975

DOLLAR THRES HOLD
MSC —______

< $10 ,000 -, $10 ,000

ARMCOM 62.5 93.0

AVSC OM 71 .8 70.0

ECOM 81.0 86.5

MICOM --- - *

TACOM ---- * 80.2

TROSCOM 36.3 91.8

DARCOM 62.9 84.3

SOURCE : RCS DRCPP-l27 Report (9).

No PALl was reported for these areas for these MSCs.
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TABL E ~~~. SUMMARY RESULTS FOR THE FIVE MSCs OF DARCOM TESTS OF HYPOTHESES

AS TO WHETHER THE MSCs HAVE MET THE CURRENT PALT STANDARDS4.

1~ _ _  

$
Procurement Code fl~~~~io~ooo

A * R* A *

1 Formally Advertised 3 1 5 — -

2 Two-Step Formally
Advertised - - --  3 - -

3 Competi t ive Negotiation 2 2 5 - -

4 Cormie rcial Sole
Source 3 1 5 - -

5 Non -Competit ive
Negoti ati on
(Follow-on
action ) 1 1 4 - -

0 Orders Issued
Against Indefinite
Delive ry Type
Contracts 3 1 3 2

TOTAL 12 6 25 2

* Legend: A = H accepted that PALl standard was met by the MSC .

R = H0 rejected and thus the PALl standard was not met by the MSC.
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stringent since in one-third of the cases the MSCs failed to meet the

current PALT standards. Al ternative ly , the s tanda rds may not be too

stringent and the MSC5 could have done better . Wh i ch fact is true cannot

be determined from a statistical test of hypothesis. The test can only tell

one if the PPCLT standard was or was not ach i eved .

c. Analys is of Variance to see if PALT for specific procurement

methods differs between MSCs .

In this section the FY 75 PALl data from section I of the RCS

DRC~P-l27 report was grouped above and below $10,000 and by procurement

method so that the effect of MSC on PALl could be tested to see if the

a ve ra ge PAL l between MSCs would be sta ti st icall y equal. The resul ts of t hi s

anal ysis would tell a PALl manager if a separate PALl standard should be

set for each MSC.

The hypothes i s to be tested woul d be :

H : U.. = U.. = . . . = U..o ij i i j 2

HA : U 1~ 1 ~~ . . - 
~~ 

Uij5

where :

I = dollar threshol d with

= 1 = $10 ,000 and

= 2 = .- $10 ,000;

= Procurement code with

j  = 1 = Forma l Adv ertising (FA), j  = 2 = two-step Forma l

Advertising (FA), j = 3 = Competitive Negotiation , j = 4 = Commercial Sole
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Source , j = 5 = Non-Competitive Negotiati on , and j = 6 = 10 or 0 (Delive ry

Orders ) , and

k = MSC (major subordina te command) with

k =  1 = ARMCOM, k =  2 = AVSCOM , k = 3 =  ECOM , k = 4 = TACOM

an d k = 5 = TROSCOM .

If the null hypothesis is rejected , this indicates that the ave rage

PALIs for the MSCs for a given procurement method and dollar size differ

significantly. If this occurs , then separate PALl standard s should be set

-~ for each MSC for the null hypothesis being tested . Table ~ shows the

resul ts of the one-way analysis of variance of the RCS DRCPP-127 PALl data

based on the above null hypothesis. For all procurement methods under

$10 ,000 the null hypothesis was rejected , and , therefore , separate PALT

standards shou ld be set for each MSC. For those over $10 ,000, only one PALl

standard is necessary for all MSCs for each procurement code one through

five and one for all MSCs for procurement ~.ode 0 or 10 (delivery orders ).

3. Statistical Analysis of PALT Data Collected at MSCs .

The purpose of this secti on is to stat ist ical ly analyze the PALT

data collected on the basis of how long it takes the MSCs to award a PW D.

This section will show how long it takes on the average to award a PWD and

what the samp le standard deviation as a measure of dispersion is by MSC.

Nex t the actu al sample set of PAL T data wil l  be converted to a frequency

distribution to see if the PWD PALT data is normally distributed like the

PWI) PALl data was in Section I of the RCS DRCPP-127 report. After this , an
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analysis of variance was used on the nested stratified design , describe d in

paragraph c.l of Chapter II , as a means of determinin g if I’ALT differs

s ta t is t i ca lly on the average between MSCs , dollar value , method of procure-

ment, and type of contract. Thi s analysis was done to determine which factors

affect PALl. A lso , if PALT were found to differ among factors , separate

PAL l standa rds for PWDs in these areas would need to be established .

As was noted earlier in paragraph 2.C. l  in which was discussed the design

of our PALT data collection plan , Table 10 summarizes the number of PWDs by

MSC for which PALT was collected. Also, Table 10 summarizes the average

overall PALT achieve d by each MSC and the associated sample standard deviat ion.

The 573 PALT observations on PWDs were taken and are summarized in

Fig ure 6 as a frequency distribution. The most important characteristics of

the PWD PALT distributi on are that it is skewed to the right and definitely

does not follow a norma l frequency distribution.

It was noted during the collection of the PALl data at the MSCs that

in most cases when the PWD was received that the funds had been certified

and that specifications/TDP was with the PWD or became availabl e shortl y

thereafter (e.g., within seven working days).

The next ste p was then to take the PALl data collected and run a one-

way Analysis of Va ri ance (ANOVA) on the nested design (see Figure 3) at

each level to test the effect of contract type (FP vs Cost Reimbu rsement) on

PALl , the effect of dollar stratification on PALT , the effec t of the

method of procurement (FA vs Neg) on PALl and the effect of MSCs on PALl.
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TABLE 10. FY 75 PALT DAT A BY MSC

MSC * OF PWDs ~~
_
* 5 *

ARMCOM 85 144 109.5

AVSC OM 87 193 85.6

ECOM 104 147 85.8

MICOM 97 112 58.8

TACOM 112 114 68.7

TROSCOM 88 111 51.2

*Legend : X = average PALl

S Sample Sta ndard Deviat ion
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In sine cases it was found that the variances between groups of data in

the nested design were not equal , which is a requirement for the parametric

ANOVA , and thus a non-parametric test was used .

The ANOVA and non-parametric tests showed (see Table 11 ) that at least

two va r iables , method of procurement (FA vs Neg) and MSC 1 s, have a signif icant

effec t on PALT. Thus separate PALT standard s should be set for each MSC and

that within each MSC there should be cwo PALT standards for PWDs established

( one for formal advertising and one for negotiation).

The other finding of major significance from this analysis was that

neither contract type (fixed price or cost reimbursement) nor dollar size

seem to have a significant effect on PALl. In other words , the PALl seems

to be about the same for fixed price contracts as for cost reimbursement

contracts and for the three dollar stratifications ($10 ,000 to $99,999,

$100 ,000 to $999 ,999, and greater than or equal to $1 mill ion).

41



If)
0.
D
0
S...
0)

C
ci)
ci)

4)
.4-’ ci)
(0 ,0

4--C ~~~~
.

U) (0
I— C D

(0 0
U.) (1) cii

U)
I I

5-)
0 C
. 0

a)
5.4- ‘0 5...

(0
4-)

4) C
N- C_C (0

I— C.) 4)
- LU Co EU. —

II 4)
U- (0

_ _ _ _ _ _ _ _ _ _ _ _  _____________________ .~~ ,~~—— _ - 4)
-z ~0C ‘Q
C) C (0 C

(0
C)

LU 2:
-~~~ A

I-- 0 • 0..
0 C) I))

5.4- 0 C) ., C
C Cl) 0

C • 4)
I— .= 4)

4.- ‘..- 4-’ Li
..J 0 ~~

~
I
~p C)

I-,-) ~
-: >.I ~~~

L~J .C ci)
CD
CD C

~~ (0
D

4 - -  C ‘o

.-J C._C .C-) ,C

~~~ V) _ _ _ _  — c_i
~~ - ~~ 

ci) Ci)
‘1-) 1

5.4)  4) .0
C) r 5- 10

•1~~
U_i II 5-
-J 4— (0
a:~ .

~~~ ~~~
LU

— CD 0..
0.: LU >- -

~~ 4-- 4.- 4-)
;1. (~) I’— 

Cl,
LU 4)

2: ..J 5-) 4)
5-) _C

~~ C) U-
U.) C-) I—

5.-
O~~~~~ 0

C 4— C-) 4-

Li 
I-

LU
5.4- I.- >
U-
5-i _ _ _ _ _  _________________________________ -.

14’)

I- Li 0
5-) C-.) 0 0 II

LU Z V) 0 5-) 5-) C>. Cj —
LI) I— I—

I—

42



CHAPTER III

CONCLUSIONS AND RECOMMENDATIONS

A. CONCLUS iONS

1. The establishment of valid PALT standards is a useful and necessary

management technique which will encou rage award of PWDs in a timely manner

provided that perfo rmance is evaluated on a regular basis.

2. The PALT delay codes (DARCOMR 5-4) are essential to good PALl

mana gement. The most frequent reasons for PALl delay are in fact of eq ia l ,

if not greater , importance than the PALl standards themselves, in that the

delay codes i dentify bottlenecks which , if corrected , would minimize PALT.

3. The current definition of PALl in DARCOMR 5-4 needs to be expanded

to inc lude the Procurement Aging and Staging Sytem (PASS), a part of ALPHA ,

methods of generating and tracking PWDs.

4. Procurement managers would derive great benefits from emp l oying

statistical methodology to develop future PALl standards and to evaluate

pe rformance against those standards.

5. PALl was found to be signifi cantly different at each MSC and between

methods of procurement (Formal Advertising vs Negotiation). This means that

the average PALl varies between comands and that within the MSCs PALl

differs between Forma l Advertising and Negotiation .

6. PALl is not statistically significantly different for fi xed price

contracts as opposed to cost reimbursement contracts . Nor is PALT signifi-

cantly di fferent between the three dollar stratifications tested.
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7. In v iew of the increase in the number of two-step formally advertised

contr .~cts from fisca l year l97~ to fiscal year 1976, it is considered

appropriate for the present to keep the current PALT standard for two-sU p

torma ll y advertised contracts .

8. Certain segments of PALl account for varying portions of time during

the pre-award procurement cycle depending on whether the procurement is

formally advertised or negotiated. For formally advertised procurements , the

pre -so licitation and soli¼i tation phases account , on the average , for

approxima tely 50 percei~t nf the total PALT. For negotiated procurements .

the sol icitation and evaluation/an aljsis phases account for sli gh t l y  more

than 50 percent of the total PALT.

9. The major portion of PALT mana gement should be concentrated on PWD’ s

over $10,000, although PWD ’s under $10 ,000 accounted for 78 percent of the

tota l PWD s processed in FY 75 with only 33 percent of the manpower devoted

to these PWD 1 s. They also accounted for only approximately 2 percent of the

total dollars awa rded .

B. RECOMMENDATIONS

1. The use of PALl standa rds should be continued throug hout DARCOM .

2. Al though PALl performance is reported on a monthly basis , the MSC1 s

PALl achievement towards meeting the PALl standa rds should be assessed only

on a quarterly basis due to the i nherently large standa rd deviation in PALl.

3. PALl standards should be reviewed and updated every year based on

actual performance during the previous 12 . -~nths. This is feasible with

ALPHA .
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4. PALl performance should be displayed so as to show trends both

within the fisca l year and among fiscal years. When PALl performance is

felt to be at a level consistent with good business practices , the emphasis

on PALT should be reduced .

5. A detailed analysis of the PALl delay codes should be conducted

quarterly. Appropriate action should be taken to reduce or eliminate the

most frequent reasons for PALl delay .

6. DARCOMR 5-4 shoul d be updated to provide an expanded PALl defini tion

which should incorporate the use of the Procurement Aging and Staging System

(PASS), a part of ALPHA .

7. Procurement managers should consider utilizing the statistical

methodology employed in this report as the method for developing future PALl

standards and evaluating performance against the standards. The best way

of imp l ementing this methodology is to initiate a system change request to

ALMSA delineating the additional uses of the data generated by the PASS

section of ALPHA. The specific statistical methods which proved most useful

were frequency distribution , test of hypothesis , and ana lys i s of var iance .

8. Separate PALT standards for Formal Advertised and Negotiated PWDs

should be established for each MSC.

9. The current PALl standards for two-step formally advertised con-

tracts should be kept until the upwa rd trend in the use of two-step IFBs

from FY 75 to FY 76 can be assessed . If this upward trend does not continue ,

the need for a sepa rate standard should be reassessed .
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10. Procurement managers should concentrate their attention on those

segments of the pre-awa rd procurement cycle which account for the largest

porti on of PALl.

11 . Procurement managers should concentrate their attention on those

PWDs where the bulk of the manpower and dollars are devoted , above $10 ,000.

However , the procurement manager must remember his responsibility for the

successful completion of the overall program.
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