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User's Guide

This bibliography has been prepared to serve an a quick reference
souvce for materials avallable In the areas of economic and cost angly-
sin. Bntriec are arranged in alphabetical orvder by title. Additions
will be luserted in order and page indlcators assigned alphabetically
(Lor exampler 9, 9a, 9, 10), This will allow additions rv be made ns

moere materials are published, Entried are organized {u the following

format: title (and mpubtitie)
author(e)

place of publication, publisher, yeer uf publication,
number of pagen
ref erence numbevs

abstract, summavy, or brief description

breakduwn by chapters or divisions

Tha reference numbers {nelude, whevever possible, the AD numbar, to fa-
cilttate ovdertng the doo ment Yrom the Defonse Documentation Center.

e breakdown hy chapters wen usud to allow quick vefarenuing of the to-

i

pien covered tu Lo wovke,  fudexes are indicated to allow a more detalled

pearch for spectile TLons of hidevest

e foadex ut the wnd ol the bibliography atves entries, by page nume

bor, of soma ot the wost frequently relecenced toplen.




Instructions for Ordering Publications

When ivailable, the Office of the Director of Cost Analysis
! makes an initial distribution of new Economic and Cost Analysis
publications which are sponsored by the Office of the Aseistant
Secretary of Defense or Department of the Arny. The Director of
Cost Analysis dves not stock ertra coples of these publications
after the inttial distributien hes been completed, Many of the
publications described in the attached Bibliography may be ordered
from the Defense Nocumentation CGenter (DDC), Cameron Station,
Alexandria, Virginla 22314, When ordering from DDC, cite appro-
priate AD number if available, and include appropriate paymont,

s The sarvice charge for most of the current ptblications stocked
. at DbC is $3.00.

This Nibliopraphy was prepured primarily for relerence purpuses

i and it ls not Intended or Implled that every Iconomic and Cost
g Analysie Ofrice should have access to all of the publications listed.
b The Follewing publications ars endorsed hy the Divector of Cost

1 Analysis, Office of tho Comptroiler of the Army:

Cost Conailderations In Systems Analysis

s Filsher, Gene H, (RPand Corporation) (Page 27) (Note 1)

t

' ? Costing Methodnlogy Handbook

Mrectorate of Coat Analysis, Comptroller of the Avmy
(Fago 43) (Note 2)

Guidebook for 3ystems Analyais/Cost Etfectiveness
ARINC Reseavch Corporation (Pays 90) (Note 3)

An Intreduction to Equipmant Cost Estimating
Batcheldor, CiA. ¢ HJE. Boreny H.G. Campbelly J.A, Del Rossiy !
J.P. Large (Raud Corporation) (Page 99) (Note &)

Nota 11 ITndtlal distyibution has been completed., Fublication 1s
not availuble at DDC, ANuthorieed Government Agencles )
way obtain pnblicacion from RAND Govporation. Taxtbook
way alao be purchaned frem the American itlaevier

Pabl{shing Company, lue, 52 Vanderbilt Ave, New York,
MY, 20017,

Note 20 dultilal distvibution hau baspn complatad,  Publlcation s \
avitllable at DOC,

’ vit I
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| q’ Note 3: Publication is availabla at DDC, Publication is also
i avallable as AMC Pamphlet AMCP 706.191, entitled:
"Faginearing Design Handbook - System Analysis and
Cost-Effectiveness", April 1971,

; Note &4: Available {rom RAND Corporation or from DDC. It is

: plenned to update this document and republish 1t in
lovse-leaf form, Initial distribution wil) be made
when it is received,

T
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Analysis for Financlal Declsions
Beranek, William

Homewood, Richarvd D, Irwin, 1963, 4B0 p.

The objective of this book 1s to provide the student with a baslc !
I framework for the systematic analysis of financial problems. To :
: thias end, we =eek (a) to set forth the central issues involved In
the fundamental problem arveas of {inancial administration, and (h)
to develop tools, techniquus, und insights which are relevant and :
useful for solving these problems.

I, Introduction.
11, Goals, Declsions, and Models.
111, Rationing of Resources: 8inple-Periuvd, Single~Froduct Projects.
IV, Rationing of Resources: Two-Product Projects.
V. Rationing of Resources: Multiple Periodu
3 VI, Multiple Period Projects: Risk and Uncertainty.
s VII, Supply of Resources,
VII1. Long~Term Financing and Maxiwizing the Market Value of Comwnon
Stock.
IX, Capital Structure and Riak,
X. Recetivables aund Crudit Policy.
X1, The Cash Balnnce.
X1, Simulation,
XIIl, Ulnear Programuing and the Simplex Method.
X1V, Multiperiod Analysls and Linear Programming.
Appendix A. Cumulative Normal Distvibution,
Appendix B, Table of Random Numbaers,
Index.

b
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Analysis for Military Decisions
Quadﬁp E.8., Editor

Santa Monica, The Rand Corporation, 1964, 382 p.
Rand No. R-387-PR. AD 453 867,

A raport prepared for United States Aiv Force Project Kand; Concerned !
with the origin and development of the gystems analysis approsch and

it9 relatiuvn tov national security planning, the elements and methods

common to all systems analyses, and apecial aspects., Part 1

ovientation (chapters 1-3)) Part 2t elements and methods (chapters 4~B)y

Part 3: special aspects (chapters 9-16)y Part 4: summary (chapter 17),

I. 1Introduction (E.S. Quade).

11, Analysis for A{r Furce Deciaions (C. J. Hitch).

11I. The Selection and Use of Strategic Alr Bamear A Case Higtory

(E. 5. Quade). :

IV, Tha Why and How of Model Building (R, D, Specht): vrelavant
factora) quantifiable factors; aggregation| guanti{fying
relations berween elsments; model building and the real world,;
human judgment,

V., Criterta (R,N., McKaan).

VI, The Relavunce of Coats (Malcolm W, Hoay).

VIL. Analyatis and Design of Conflicting Systems (Albert Wohlstetter),

VIII, Methods and Provedures (E,8. Quada)r formulation; search;
explanation; interpretation,

IX, Technological Considerations (R, Schanberg): payformance
parvameter) ataty-of-the-art pavametors; aculiog lawa; optima
and constraintey rvellabilicy conuiderations,

X. Assumptions about Knemy Behaviov (1,(¢, 8Schelling).

Xl. Gaming Methodw aud Applications (M.G. Welner),

X1V, SHtrategles for Development. (W.H, Meckling),

X111, Mathamatice and Systems Analysts (F,H, Quadae)t linaar
programning) Monte Carlo) theury of gamesy the computery the
role of mathematicy,

XIV. The Use of Computers (Faul Armeyv),

XV, Costing Methods (0.H, Fieher and the Btatl of the Rand Cowt
Analysta Dupartmant)r  individual systorn, investment aosl
opatvating cost | R&D coaty total foraw soouctureg) Invremental
aonting and long-tara povogrammingy miasion and other lavala
semattivivy, timeliness, and clartty) vort categoving) cont-
auwnsicivicy analyalsy prasentat lon ol vesiudts,

XVE. Minfuila in Hywtema Anadyeta (B8, Quade)r  tarmudatlon) nenrchy

explanationy Interpretat lon,

XVIE, Recapttularton (B8, Quada),

Appandix A, An Intreductdon to the Lunav Wew Proablam (KW, Pandon),

Appendin W, A Miwalle Compay thon (Ko, Quade.

Mibl togvaphy.

Index,




An Analytical Estimation of Syastem Cost Unrcertainty
Schlenker, Guorge

Rock 1sland, U8 Army Weapors Command (Weapons Operations Research
Office), 1967, 28 p.
Technical Note 67-3.

Abstract: "The method preposed for producing s probability distribution
uf ayntem cost requires that the system cost be a sum of component

costa each of which 1e uncertain, These uncertain inputa are assuned
fit by betn distvibutions,  Fhe statistf{cal moments of the disiribatton
of uygtem cost are obtained from the moments ot the input distributions
hy a recursive procedure. . Uinally, the system cost distribvtien is
ayr.thesigod from {ts moments uaing orthogonal polynemials. This

method s gquite efticient for computer operation and avuelds leungthy
Monte Cavlo vruns, An exanple Ls given. The FORTRAN progeam is glven,tt

Abrtract,

Gloanary,

An Analdytical Estimation of System Cost Uncertainty,
Typrn of Bata DMstyibution Usad in Coating.

An Uxpmple,

Raferencer,

Gompur ey Programs.
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& Aunotated Bibliography of Coust Analysis Resanrch Documentn Prapared
‘ by the Economic end Costing Deparimant
“ Regsearch Analy#is Cuxporaetion
' McLean, Research Aunalysis Corporstion, 1967, 13 p,
L
L'_: Introduction,
_I," Cost Eatimating Relations,
‘ Models.
hpplicationsg.

Orientation and Guidelines,
Raview of Avmy Pyratice,
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% “5. Annotated Bibliography on Syatems Cost Analyuis

; DonVito, P.A,

E Hauta Monica, Tha Rand Corpovativn, 1967, 80 p.

% Rand Memovavdum RM-4648-PR, AD 810 310.

% The bibllography includes hooks, pamphlets, articl s, papsrs, and
2 technicenl and rvasearch memoranda, Written mat. rilaly caryy Loy wecuraity
| clasnifdcation have not baen included, A brief ascription of the
Q nature and content of eanch work s presented. Weyks are dlated by
ﬁ authov, alptabetically, und2r wajor areas of 1ot 1 -pt.

\

): Urefacu,

1, Cost Analysis for Purposes of Bystine Avsdyeis,
11, Coat BEstinating in Military Planning.
ITee Program Budgoting,
1V, System Definicion.
V. Gost Cataguriea.
VI. Cost Flementa,
VI, Cost Batimating Relationships and Methodology,
VITI. DNata Requirements.
IX. TIadividual System Analysis,
X+ Total Force Structure and Program Annlvais,
‘v Models.
X11., Uncertainty and Special Problers,

]

A e AL E bt IR D it i il D it i AL AN it s AL s nttasl B i i




ra—r

R RIS

A Annotited Coat Analyate Bibliography
{eat Aonnlyals DMvision

Fort Mowmout':, US Army Electronica Command, 1967, 216 p,

Wihe purpose of thin publication La to make available to management
and cogv-criented analyats, information about documents catalogued
in the Cost Analysis Division, Comptroller and Director of Programs,
o the zoncepts and techniques of cost analysals., To expedite thie
chiective, hrolef aummaries have been provided for each document.
Ligted docum nts are available to all membera of this commaud fov
renpared aild refarence purposes.!

1. JYoderest numerical listing; alphabetical listing; subjact
listing (guidelines and orientation, coust estimating relationships,
sustems snalysin and cost effectiveness, mathematical models
avud applications, tables and cost data).

IF. Synopsas.

111, Bibliograpley.
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L An Application of Dynamic Programming to Cost-Effactiveness Studies
: Sacco, William; Palmer Schlegel; John Wortman
Aberdeen Proving Ground, Ballistic Research Laboratories, 1963, 16 p.
i BRL Report No. 1217, AD 425 743,
H
i Abgtract:t "A mathematical model has been developed for use in

conducting cost-effectiveness studieas, wherein the oblective ¢f the
study is to cetermine alternative fawllies of fire support weapous

which will provide a glven level of effectivenesy for minlmum weight
and cost,

—

Intenduction,

Statement of the Pyoblem,

Dynamic Progvamming Formulation of the Problem.
An Tllustrative Example,

Discussion.

e e e i et
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Applied Dynamic Programming

Bellman, Richard E. and Stuart E, Dreyfus

Princeton, Princeton University Press, 1962, 363 p.

Rand No. R-352.PR, \

Summary and Introduction,

I. Onc-Dimensional Allocuation Processes: introduction; verbal
description of the allocation process; construction of &
mathematical model; discussion; calculus; difficulties;
conclusion; SLns4t1 ity analysis; dynamic programing; functional
equations; the' principle of optimality; a direct derivation;
discussion; computational scheme; nonuniqueness of maximum;

. dynamic programming versus direct enumeration; what difficulties
have we overcome; flow chart for general allocation process;
numerical results; a useful device; stability; a cargo-loading

g process; mathematical formulation; discussion; recurrence

: relations; discussion of computational procedure; reliability |

of mulcicomponent devices; reliability vie component duplication;
a mathematical model; parallel operations; corclusion.

II, Multidimensional allocation processes: introduction; al'ocation
processes involving two types of resources; recurrence relations;
allocation processes two types of constraints; recurrence
relations; computational aspects; the flyaway-kice problem; -
stochastic aspects; dynamic programming approach; computational K
procedure; the lLagrange multiplier; geometric origin; reduction '
in dimensionality; equivelence of variational problems; ;
pytamided problems; muliidimensional policy space; reliabilicy
problem;\tranqportation process; difficult crossing probluus.
I1I. One Dimensional Smoothing and Scheduling Processes: mathematical

formulation; functional equations; the catersr problem;
inventory problems. !

IV, Optimal Scarch Techniques; unimodal function; Fibonacei numbers;
golden mean, zeroes of functions; functional equations; defective
coin problem; two coin problem.

V. Dynamic Programing and the Calculus of Varlations: 1isoperimetric
problems; necessary, natural boundary, Legerdre; Weierstrass,
transversality, Erdmann corner conditions; basic nonlinear !
partial differential, Euler, and Hamilton-Jacobi equations.

VI. Optimal Trajectories. |

VII. Multistage Production Processes Utilizing Conplexes of Industries.

VIiI. Feadback Control Processes.

IX., Computational Results for Feedback Control Processes.

X. Linear Equations and Quadratic Criteria: smoothing problems:
deterministic and stochastic cases; adaptive prediction theory.

XI. Markovian Decision Processes: aralytic formulation; computat'ohal
agpects; solution; simulation technique, connect lony with linear
programing.

L e ot

e
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XII. Numerical Analysis: polynomial approximations; orthogonal
polynomials, gaussian quadrature; stability; problems;
extensions,

Apperdix I, On a Transcendantal Curve (0. Gross): the number of

inflection points; a necessary condition for convexity.

Appendix 1T, A Nev Approcch to the Duality Theory of Mathematical

Programming (S. Drevfus and M, Freimer),

Appendix II1. A Computationul Technique Based oun Successive

( ' Approximations in Policy Space (S. Dreyfus).

Appendix IV, On a New Functional Transforw In Analysis: the
Maximum Transform (R, Bellman end W. Karush).

Appendlx V., The Rand Johnniac Computer (S, Dreyfus).

Name Index. :

Subject Index.
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An Appreclation of Systems Analysis
Hitch, Charles

Santa Monica, The Rand Corporacion, 1935, Revised, 25 p.
Rand No, ?-699,

A condensation of lectures preparxed for Alr Force nudiences and
presented to the Operetions Resenrch Society of America at the Los
Angales meeting, 15 August 19535,

Introduction,

The Development of Military Systems Analysis: force composition and
devel opment dacisions; variables; expliclt treatment of uncertainty;
explicit treatmant of uncertainty; explicit treatment of uneany
reactions} explicit treatment ot time phasing) broadening of criteria.

The Difficulties are in the Probleams.

The Positive $ider systems vengus nomsystems) analysis versus
intuwition,

Conclusion,
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A-my Force Plamring Cost Handbool

Directorate of Coat Avulyais

Washingten, Depavement of the Army, 1971, 2«89 p.

"The nurpose of the handbook is to provide type Covecast ualt
bullding block data and a methodology For force coating.

L. Explanatory Notes: dntrosuction; assumptions and Limjtations:
gloasary.
11, Basic Planning end Cost Factorst witial investment; snnual
operatingy daseriptive datay rablus,

11T, Foren Unit Summary Cos.at  diviston force egquivalent summary
peacevime custyy force unlt snwmery peacetime costay SRC
composition of divistonry,

IV, For:ze Unlt Building Block Data,

Vs
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i . Aspects of Cost and “ltility Analysis in Planning
Bryk, Oliver
: McLean, Research Analysis Corporation (Fconomics and Costing Division),
;\ 1965, 9 p.
] RAC Papuer RAC P.B,  AD 622 114,
f‘ Ula thay paper, some aspects of planuiug in preparation for resource-
! allocation decislons among alternutivas, which are genarally wmade
) under umcertainty, w1l be dlacuszed from the pragamnbic viewpotint ot
: a vracl leing analyst,  No new theory wiil be esxpounded, We will be
, couverned only with that area of economle amalysic in which the
: {uputs are not comnensurable with the mutputn,n
3 Introduction,
Input-Dueput Rulat tons,
Quantificatior
Models and Struuture,
Diaceutitod and Time«FPhasod Goate,
: Marginal Urility and Cost,
u Marginal Bubstitution,
]
f |
I
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Background, Development, and Extensfon of the Reviased Simplex

E Method, Orchavd-Hays, William
Santa Monica, The Rand Corporation, 1954, B1 p,
) Rand Memorandum RM-1433,
\
This paper i{s a shurt but comprmhensive discussion of the development
N of the present form of the simpler method,
g Forevward, }
1. Definftions and Convex Sets: introductiony convex cones as
ntervections of half-apaces; conven conws as the aum of half- i
lines) polyhedral cones (equivalence of the definitions); A
further properties and valationships; simplices nad opt imality ‘
_ problems,
$ 11, The Simplax tiethod: prefatory rvemarks; notstion; sratement of

the linear programming problem; the original simplex muthod;
the development of the saimplex method (the vevised simplex
methnd, the generalizad simplux method, tllustrati‘e axample,
a remark on cycling, the product form of the inverue),

11, SGome Results of Computational Experdencer introductsry remarks;
pre-selacting a feasible or near optimal basis; Luiroducing i
legitimate unit vectors during construction of a wodely
introductng  some (but not all) avtificlal unit vec:orsg
syntheaising unit vectors from given activities, generalined
use of elementary {(row) transformations.

IV, Parametric Variations end Post-Optimality Problems:  pavametric '

varfationny the dual problemy altering the vight hand side of
a aystam) altering the cosl vowy changes within the matring
the complete dualivad systen,

Retevencas,

P Y Y. WSy | IR | W PP P | ,ﬁ Lo
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A Beginning to Cost-Effectiveness Analyats
Viscy, Eugene P,

Mcliean, Research Analysis Corporation, 1483, 11 p.
Technical Paper RAC-CP-100, AD 422 374,

Abstract: "Thie short paper describes a micthod of cost.effectivensus
analysia developed to eraluate specific items of Avmy equipment in
mathematical terms. as part of the lavger problema of optimunm
allocation of verources, Thy medium (now tmain} batele tank was
ngelected as the leadlug Lltem on a List ol Arvmy equipment chomen for
veritically in combat!'. A linesar programming model fov the Univac
GelentiFfic 1103A computer was set up to solve the problem of maximum
combat wffectireness aubject to dollar constraints and minimum cost
subjact to maintaining selocted lavels of cowmbat effectivenans,
Comparative combat effectiveness ot US and enemy forces was consldered
to be tha product of ratios of rates of fire, probabilities of hit,
and provabilities of kill, giver hit. Later, weighting procadures
allowed conalderation of other factors. The area that gave the
greatest diffieuley (and that requires the most future cesearch) is
thut of nwasurea of effectiveness, Thar difficulty, plus the
applicstlon of a aduplified programming model, qualifies Lhe study's
product aw flludtrative vathar than Ffectuml,n

Fovewatd,

Auatract,

Introduction,

Effectiveanuss,

foat and Effectivencas Relations,
Ganeral Conplderations.

Figures,

1d
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; Bibliographical Reference of Accuracy of Coat Information for
Decinion-Making, Onsi, Mohammed

Syracuse, Syracuse Univeraity, 1969, 39 p.
NASA No, N70-21107,

"This bibliography examines the literature related to the accuracy
of cost information for decision-making, Listings ave alphabetically
by author.n

e b e

I, Introduction,

11, Pariodical References.

111, CGovernmaent Contracts,

1V, Seleacted NASA Publicationw,
V. Author Index.




Bibiiography on Cost-Benefi: Analysis and Planning-Programming-
Budgeting Pearman, Eligabeth H.

McLean, Research Analysis Corzavation, 1966, 44 p.
AD 650 904,

The citations are arranged %7 broed sudject categories and alpha-
betically bw author within ttete classifications.

Preface.

Cost-Benefit Anslysis: general; defense; health, education, and
welfare; pudblic investments; resource development; transportation;
urban development.

Planning-Pregramming-Budget ing.

Sources.



Building a New Force Structure Cost Analysis Mocel
Bradley, B.D.

Santa Monica, The Rand Corporation, 1965, 20 p.
Rand Memorandum RM-4764-PR. AD 627 611.

Abstract: "A description of a new force structure cost analysis

model being developed to advance the concept cf force structure
analysis and to facilitats {%s use in Air Force planning studles.

The nodel is designed to incorporate non-weapon gupport activities and
provide means for explicit analysis 2f their resource requirements.
The conceprs of the model and their use in the analytical process

are discussed, as well as the definitional framework devised for

it. This framework provides & two-dimensional description of the

Alr Porce. The method by which the model will accommodate both
planner and analyst i{s considered.”

Preface.

Summary.

Text: Generai; concepts; framework of the model (cost clements,
program elements, using the framework); computational structure
of the model; a look to the future.



| Bureau of the Budget Bulletin to the Heade of Executive Depavtments
. and Eatablighmentsa: Planning-Programnlng-Budgeting (kPD)
Hureay of the Buiget

Washington, Bureau of the Budget (Fxecutive Office of the President),
18 July 1967, 26 p.
BORN Dullatin 68.2,

Guidelines for lmplementation of the planning-programaing-hudgeting
pystem to be used by governmert ggencies in establishing priovitiaes

and reviewing program alternatives.

1. Purpose.

X d. 0 Application of Irstructions.

" 3. Principal Objectiver of PPB,

: i, Elementu of the Systums program mewmoranda; program and financlal
3 plang special studies.

5 Program Structure,

6. DProgram Memovatud.

7. Multi-Year Pvogvam and Financial Plan:  prysentation of futuve

v vear datay output e coabtst reconelliatlion of proyram costs to
appropriations,

) B, Sprcial Studlaea,

! 9. Timing for Mroduntion of Documents,

10, Illustrative Annual Cycle.

\ 11, Responribllity, Btaffing and Training.

) Attachmant:  Progeam Cutegories,
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? The Complate Strategist: being a Primer on the Theory of Gates

; Williswe, John Davis

‘r '

- New York, McGrawsHili, 1966, 268 p.

} I. 1Introduction,

h 11. Twu-Strategy Games.

v I111. Three-Strategy (amas,

; V. Four-Strategy Games and Laryer Ones, ;
V., Miscellany, 3

| VI. General Matbods of Solving Games. _

b Agpendix, Table of Random Digits. Solutions to Enercisre. g

§ Index. 3

:

b

E

e, e

|
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A Computerized Technique to Express Uncertainty in Advence System
Cost Estimates Sobel, S.

Bedford, The Mitre Corporatlion, 1965, 102 p.
Technical Report No, ESD-TR-63-79, AD 624 894,

5 Abstract: "The techniquu described pregents a method to express
uncertainty quantitatively in edvanced system cost estimates. In

f particular, the techniques suggest the employment of subjective

: probutility distributions, which describe the uncertainty in each

? aystem elemunt, to detevmine an approximate distrlbution for total

system cost. A 7090 program has been written to peitform the

computational operations.r

] Glecsnary.

y Preface.

1, 1Introduction: purpose; sources of uncertainty; expressing cost
uncertainty; a few early approaches to describe category 1I
uncertainties.

1I. Description of the Proposed Technique: general, limitations,
inputs provided by the cost analyst; determining uncertainty in
total costs} utilization of moments to generate distribution of
total coote.

11T, Cumputer Programt introduction; programs I, II, and 11I.

1V, Usefulness ot the Results.

V. Validity of the Resulta.

VI. Areuas of TFuture Work.

Appendix 1, Dependence amung Variables.

Appendix 2, Product of Random Variables.

Appondix 3. Momenks for the Jumn &ad Products of Independent

Variebles.
Appendix 4, Determination of the Parameters for the Approximating
Linearly Scaled Reta.

Appendix 3. Illusiretlve Exawmples.

Apprndin 6. Description of Three 7090 FORTRAN Programs.

Apperdix /. Detaills ot FORTRAN Subroutines.

Referencas.

18
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Concepts and Procedures of Cost Analysis
Large, J.P,

Santa Monica, The Rand Corporation, 1°63, 40 p.
Rand Memorandum RM-3589-PR. AD 411 554,

Summary: "This Memorandum presents the basic concepus of cust
analysis us well as certain speclalized proceduvies for estimating

the cost of patticnlar types of aquipment. It is intended to be
useful both as a vrimer for perdons unfamiliar with cost-analysis and
as a handbook for those alresdy {n the field. Thus the various chapters
differ considerably in their level wf ganerality. One chaprer, for
example, explains what an estimuting rclationship 1s, while the follow-
ing one presents & atep-~by-step 1llustration of the use of stauistical
regresslon analysis to derive an estimating relationship., Similarly,
primary miscion equipmen. is treated ‘n a geneval way in one chapter,
and then detailed methods for estimaring the cost of certain kinds of
primary migcion equipment (aircraft and missiled are presented, Other
subjects discusged at some length irclude total force structure cost
analysis, the problems of uncertainty, estimating research and
devalopment costs of large launch vehlicles, and determining porsonnal
requirsments,tt

Preface.

Summary.

1. Introduction: sysvem definition: use of dollar costs; time phasing
cost categories; an example; total force structure,

11, Total Force Structure Cost Analysis (G. H. Fisher): definition;
total force structure cost analysis; use of a cost model} ralation
to individual system.

IIL. Cost Analvsis of Individual Systems (David Novick & R.L.
Perruschell): data requirements (PME and AGE descriptive data,
operaticnal and organigational data, manuing policy duta, in-
comnission rate data, maintenance concept data, training data);
weapon system descvription - an example; cost categorileus (R&D,
investment, annual operating); investwent (installacion,
equipment, stocks, iritlal training, wmisceilanecus); anuual
operating costs (equipment and installation replacement
maintenace; training; pay and allowances; fucls, lubxlicants, end
propellants; services and miscellaneous); non-direct 2osts,

IV, An Introduction to Estimating Relationshlps (F.L. Petruschell):
data accumulatinng display forms; benefits of ERggp derivat{ion
procaedure; example.

V. Use of Ltutistical Regression Analysis In Deriving Estimating
Relationships (G.H. Fishar): Jntioduction; statement of the
problem; a linear normal :regression analysisy a rvrvilinesy
analyein: logarithmic regressiont a curvilinear analysing

19
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VI,

VII.

VIII.

1X.

1!

L .

. . 1
second degree equation; a multiple regressidn analysis;
appendix A (derivation of the normal equations for a linear
normal regression); hppendices B, C, D (student problems).
The Prohability of Uncertaiaty (G.H. Fisher): requirements
uncertainty; cost estimating uncertainty; proposals for trleatment
of uncertainty; use of adjustment factors; the summers magic
formula; cost sensitivity analysis.
Estimating Research and Development Costs of Large Launch
Vehicles (J.W. Noah). \ \

Estimatidu of the Requirements for Priimary Mission Equipment‘
(R. L. Petruschell): demand for primary mission equipment;
time phasing; use of cost~quaantity relationships; an example;
calculation procedure.
Alrcraft Alrframe Cost Estimating Techniques (J.M. Carrier &
R.W. Smith): dintroduction; examples.

X. Missle Airframe Cost) Zstimating Techniques (H.G. Campbell)

XII
XII1.

Installations (H.F, Harris): estimating methods; example.
Total System Personnel Estimating (R.L. Petruschell): prere-
quisite; general procedures; breakdown of jobs; personnel
estimating relationships; an example; calculation procedure;
persoanel data sources.

19-1
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Concepts and Techniques for Summarizing Defense System Cosus
Noah, J.W. '

Washington, Center for Naval Analyses, 49 p.
SEG RC #1. AD 624 447.

Abstract: M"jome techniques used to summarize total costs employed in
systems analyses are classified, described, and compared, Their
respective advantages and disadvantages are given, and some implica-
tions of each are brought out., Flve cost-summarlzing techniques are
selected and diztivctions between them are based on commen usage.
The procedures arc termed: five~year system cost, period outlay,
net cost, present cost, annual cost, Necessary to their discussion is
an understanding of the major types and general content of defense
; : system cost analyses, the concept of remaining value, and the principle
‘ that money has time valua. A brief section on each of these subjects
with appropriate references precedes the discussion of the methods
for summarizing costs."”

Summary.

Major Types and General Content of Cost Analyses.

Remaining Value.

Time Value.

System Cost Sumnavizing Teclinigues.

Some Ilmplicationa,

References.

Appéndix A, Tables: interest table, single payment compound amount
factors (1 + 1)} interest table, single payment present cost
factor (1 + 1)°M} declining balance factors, (1 - 1)V,

) Appendix B, Comparilson of Alternatlve Cost Streams,
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Correlation and Regression Techniques
McClosky, John W,

- o e

Fort Belvoir, US Army Managemunt School (Operations Reserrch/Systems
Analysis Executive Course), 1967, 29 p,
AD 661 836.

"In regression the variable which is being predicted L8 often referred
to as the dependent variable, and the variables used in the predicting
are referred to as the independent variables. The initial step i{n an
! investigation requires that observations be made on both the dependent
’ and independent variables. Uslng this data a relationship is
eatablished which best describes the treand of the observations between
the dependent and independent variables to make a reliable prediction
as to what the value of the dependent variable would be 1f observad.®

1, Introduction,

11. Regression in Two Variables.

II1. Correlation in Two Variables.

1V, Describing the Data.

V. Spearman's Rank Correlation Coeftficlent,

VI. Multiple Linear Regrarsion. !
- Vil. The Corrvelation Matrvix.
b VIII. Multiple Correlation Coefflcients.

'\ 1X. Geometrical Considerations.
1 X. Partial Corretatien Coefficlents,
Bibliography.

s, S L, s T
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Cost: Analysis and Methodology, Operations Research Series, Voluwe I.
A Report Bibliography

Washington, Defense Documentatioo. Center, 1967, 291 p.
AD 808 900.

"This bibliography was prepared to satisfy recurring requests for
searches for cost analysis materials. It represents a coaprehensive
compilation of unclassified reterences in the DOC collection that have
been catalogued since 1955. References in this collection are

concerned with identifying and estimating research and developaent costs
and their associated problems and possible solutions. This broad
comprehensive compilation favors cost analysis of systems and yet
provides adequate references concerning component, computer prograsming,
and planning costs, along with their associated mathematical coacepts
and treatments. This is volume 1 of a series, the other parts cof

which will be as follows:

Vol. I[IL  AD 308 901 Cost Effectiveness Analysis

Vol. V AD 808 902 Parameitric [dentification for Cost Analysis

Preface.

Abstract.

AD Bibliographi~ References.

Corporate Author/Monitoring Axency I[ndux.
Subiect ‘adex.

Persoaal Author Index.

Contract Index.

Report Number Index.



Cost Analysis for Planning-Programming-Budgeting Cost Benefit Studies
McCullough, J.D.

Arlington, Institute for Defense Analysis, 1967, 31 p.
AD 643 472.

Adapted from a paper prepared for the Financial Management and
Planning-Programming-Budgeting Training Center.

I. The Role of Cost-Benefit Analysis.

II. The Role of Cost in Cost-Benefit Analysis.

III. Features of Systems Cost Analysis: end-product orientation;
extended time horizon; incremental costing; life cycle costs;
dollars as the measure of resources; analytical approach and
statistical techniques.

IV. Steps of Cost Analysis: defining the problem; obtaining a
specific systems description; collecting data; converting
information to a statement of resource requirements; translating
to costs (catalog price, specific analog, estimating relationship,
expert opinion; learning curve); presenting cost estimates;
documenting the analysis.

V. Total Program Cost Analysis: inter-systems analysis; intra-systems
analysis; major program studies; total agency studies (incremental
costs; total program costs; annual costs; base case; use of
pregram and program element; computer model); time phasing.

Concluding Remarks.

References. .
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Cost Analysis Handbook
AMC

Washington, Consultec, 1968, 169 p.
AD 682 069.

"The purpose of this bandbook is to provide guidance and instruction
for AMC Cost Analysis perscnnel who have modest experience with the
subject of cost analysis and cost estimating and/or who may be
unfamiliar with the operations of the Army Materiel Command. To this
end, it provides a definftional framework for cost analysis and cost
estimdting and a description of the organizational framework within
which costs are utilized. It is expected that the users of the
handbook will be primarily involved in the Administrative-Decision
Making Function within AMC, supplying cost analyses and cost
estimates for decisions related to organization, equipament,
maintenance, and deployment of Army forces.”

List of Exhibits.

Foreward.

1. 1Introduction: purpose and scope; cost analysis and cost
estimating; the cost estimating sequence and perspective.

I1. AMC Cost Estimating Framework: administrative-decision making
function; rascurce administration function; AMC organizational
function; coding structure interfaces.

II1. Procedures for Cust Analysis: cost information definition
acquisition of cost information; validation procedure;

consolidaiing and structuring information; cost analysis;:
cost estimating relationships; cost analysis documentation
and presentation; cost analysis quality control checklist.

IV. Cost Estimating Techniques: cost estimating relationships;
purpose of the estimate; conditioned estimate; translation of
estimates into time-phased relationships; valtdation of cost
estimating techniques; specific application of cost estimating
in cost analysis.

V. Cost Estimating Procedure: level of estimate detail; cost
estimating schedule; sources of cost information; cost
sensitivity analysis; validation of est.mate; cost estimate
change reports; estimate documentation ani presentation; surmary
report.

VI. Organizational Implications: <cost analysis responsibilities;
basic organizational theory; AMC stalf interfaces; conclusion
relative to the cost analysis function role ian AMC.

Appendix A. Learning curves.

Appendix B. Derivation of Cost Estimating Relationships.

Appendix . Extract from Interim Report.
Arpendix D.  Basic Organization Theory.
Appendix E. Glossary.

Arcendix F. Abbreviations.

Jibliography.
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Cost Analysis Program
Headquarters, Dapartment of tlia Army

Washington, Department of the Army, 1970, 6 p.
AR 11-18,

Thias ragulation esteshblishes objactives and assighs reaponsibilities
govorning Army-wide cost analyees.

1. Purpose.

11, References.

111, Ohjectives,

1V, Policy.

V., Definitions and Functionsy cost analysis; cost/benefit analystiay
vost information system; aconomic analysis; force atruciure cost
analyaisy increwental costy Jife cycle ccat analysing sensitivity
analysis; validated cost datay weapon syntem cost atialysis,

V1. Respunaibilities of the Army Btaff,

Vii. Responnibilities ot Army Commands,

Vi1l, Respousibilities of Agencies and Harvices.

IX. Coordination Instructions,
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Cost Considerations in Systems Analysis
Fisher, Gene H. (Rand Corporation)

New York, American Elsevier, 1971, 336 p.
Rand Report R-490-ASD.

A report prepared for the Office of the Assistant Secretary of
Defense (Systems Analysis) on cost analysis aspects of systems
analysis. ©A text for the teaching of force planning cost analysis
« o » 88 8 subset of systems analysis.” The main concern: "major
resource allocation decisions in the long-range planning context.”
A listing of supplementary readings follows each chapter.

I. Introduction.

II. What is Systems Analysis?: definition; analytical process, models;
uancertainty (sensitivity, contingency, & a fortiori analyses);
time; validity; qualitative supplements; pitfalls; examples of
past applications.

I11. Concepts of Economic Cost: definition; identification, measure,
evaluation; past and fufure; relevant and irrelevant; external
and internal; minimizing and maximizing; comparing alternatives;
discounting; macro-cost and micro-cost aralysis.

IV. Introduction to Military Cost Analysis: (the ocutput side) major
characteristics (emphasis on output-oriented packages of capability;
accuracy requirements and possibilities; systemstic collection cof
data and derivation of estimating relatfonships); fixed budget and
fixed effectiveness approaches; examples (intra- and inter-
command systems comparisons, force mixes, total force structure
cost analysis).

V. The Input Side: types of input; input structures; examples.

VI. Estimating Relationships: types (simple linear forms, step
functions, multivariate functions); data problem (format,
integration, categories, temporal factors, comparability) and
spproaches (ad hoc sample surveys, experiments, adjustments to
raw data base); derivations and uses; examples.

VII. Cost Models: types (resource requirements submodels, individual

system, mission area force mix, total force); examples.
VIII. Special Topics: treatment of uncertainty (supplemental
discounting, adjustment factors, special studies, cost
sensitivity analysis); time (military context, undiscounted
costs, supplemental discount rate, residual value); wartime
costs.
IX. Systems Analysis Examples.
X. Summary and Concluding Remarks.
Appendix A: The Cpportunity Cos: Concept, an Example from the
Microeconomic Theory of the Firm.

Appendix B: The Concept of Compsrative Advantage.

Appendix C: The Theory of Maximizing Behavior, an Example from the
Theory of the Firm.

Authcr iIndedx.

Subject Incex.
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Cost-Effectiveness: An Appreciation
Quade, E.S.

Santa Monica, The Rand Corporation, 1965, 6 p.
E‘....nd NO. P"3248~\ AD 623 1050

"This paper attempts to clarify the nature and scope of cost-
effectiveness analysis and to point out its proper role as an aid
to decision-making. It discusses, in the context of national
security problems, the reliability and limitations of such analyses

and ways to improve its quality.r

Introduction.

Definitions,

The Essence of the Method.

The Limitations.

Analysis is Necessarily Incomplete.
Measures of Effectiveness are Approximate.
No Satisfactory Way to Forecast the Future Exists.
The Virtues.

The Future.

Concluding Remarks.

Bibliography.

Graph; the Structure of Analysis.
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Cost-Effectivenass: Estimating Gystams Coste

i

; MeCullough, J.D.

_ Hethenda, The Rand Jorporation, 1963, 26 p.

. Rand No. P-3229, AD 622 023,

g The vblective (a "tn discus the signifivant features and geneval

) proceduras luvolved in systims analysie, divected particularly to

t the users of cost estimater - eicher study directors who must dirvect

u team of sywtems analysts and coat analysts, or systems analysts who

must work with cost analyats,n

: Introduction,

: Features of Gost Analysis: and-product orfentation; extended time
horizon; incremental romting; l1ife cycle costs; dollars am a measure
of resourcua; the analytical approach and the ure of statistical
techniques.

Steps of Cost Analyais: definfng the problem; svllecting datag
deriving the astimate; presenting the estimate; documenting the
analyais.

Concluding Remarka.

Bibliography.

E
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Cos:-Effectiveness: Some Trends in Analysis
Quade, E.S.

Santa Monica, The Rand Corporation, 1967, 18 p.
Rand No. P-3529. AD 650-129.

New approaches to cost-effectiveness analysis are being proposed
constantly. Most are-primarily mathematical in nature, but a few
are t"directed toward a better treatment of those aspects of its
problems that cannot be handled by purely quantitative methods.”™
This paper notes three trends involving, respectively: computers,

mathematics, and the direct use of expertise. The last is described

in some detail, especially the Nelphi technique and its extensions.

30




eatEhe 3

Rl b Gl veed L

i

WL TR

=T

S de L s

ongt-Eftectivenass Analyren
O!Neill, Danlel D.

Abardeen Proviag Ground, US Arny Ballistic Research Laboratoriaes, 1966,
48 p., BRL Report No. 1315, AD 63% 168,

Abhutrac.: "Methods for the conduct of cost-effectiveness studles and
forats For the presentatlcn of results are presented.t

I, TIntroduction

11, Discuseles: genoral; threat; tarvget acquistition; effectiveneas;
ittrition; weapon-target allocations.

111, Sunmary.

Refernnces.

Appendix. GCost Effectiveness Analysis - An Outline,
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Cost-Effectiveness Analysis: New Approaches in Decision-Making
Goldman, Thomas A.,, Editor

New York, Frederick A. Praeger, 1967, 231 p.

A collection of essays sponsored by the Washington Oparations Council
and one of the series in the Praeger Studies in US Economic and
Soclal Development. The papers included are ihose given at a
jymposium in Washington,

1. Introduction and Overview (Edward S. Quade): definitions; the
essence of the method; the virtues; the limitations; the present;
the futurej notes.

II, Measures of Effectiveress (William A, Niskanen): choosing
measures of effectiveneuys; the relation of defonse objectives to
national objectives; defense objectives by area and level of
conflict; measures of effectiveness Lor defense objectives; notes.

1I1I1. The Choice of Analytlc Techniques (Alfred Blumstein): kinds of

models; relationship of models to defense systens; usaes of the
model; considerations in model selection.

IV, The Use of Cost Estimates (Harry P, Haury): types of cost-
effectiveness analysis; the basic input dataj future system cost
eatimating (CERs); treatment of cost uncertainty; problems of
coat analyst-system analyst coordination; documentation; the
choice of the cost measure; selected bibliography,

V. Estimating Systems Costs (Jamus D, McCullough): features of cost

analysis; steps of cost analysis; selected bibliography.

V1. Armed Forces'! Use of Cost-Effectiveness Analysis (LTC R.S. Berg):
the operational requirement; technical trade-offs; system costs;
analysls of design characteristics; intersystem comparisons.

VII. Defense Contractor Use of Cost-Effectfveness Analysis (Hugene R,

Brusseil).
VIII. An Analysis of Tactical Air Systems (Murray Kamrass and Joseph A.
Navarro).

IX, Cost-Effectiveness Aualysis for Government Domestic Programs
(William M. Capron).

X, Cost<Effectivenans Analysls for the "War on Poverty" (Stanley M,

Bunen, Alan E, Fechter, and Anthory C. Fisher).

XX, An Analysis of Metropolitan Transpnrtation Sysioms (John F, Kalu)

XIl. The Structure of Incentive Contracts (Collim W. Scarborough).

X111, The Structure of Military Indusatrial Funds (Martin J, Balley).

Jla
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Cost-Effectiverness Optimiezation (Summary, Con:lusions, Recowmendations)
Task Group IV

Andrews Air Force Base, Headquarters Air Force Systems Command, 1965,
Volume 1, 18 p.
AFSC-TR-63-4, AD 458 5935,

Abstract: "The underlying principles associated with cost-effectivenessy
analysis are discussed, The rationale, purpose, methudology requived,
and nature of the results that can be obtafned by means of the analystia
are presented in suinmary form. Tllustrations of the type of Input data
required and the logilic associated with fts appllcations are provided.t

Foreword.

Abgtrarnt.
: I. Introduction.
. I1. Considerations in Cost~Effectiveness Analysis.
» III. Conrlusions and Recommendations.,
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: | Cosc-Effectivensap Optimigation (Tasks and Analysis Methodology)
Task Group IV,

Andrews Air Force Base, Headquarters Air Force Syatems Command, 1965,

Volume II, 160 p.

AFSC-TR~65-4, AD 462 398, \

Abstract: "This report discussus the philosophy of cost-effectiveness

and techniques for trade<off and optimization studies., It lists and

! ; discusses twelve tasks necessary to perform a cost-effectiveness

! analysis. A methodology is cutlined for identifying and standardizing

: cost and effectiveness factors. Descriptive analytical models for

‘ cost-effectiveness are provided, including discussion of thelr |
sensitivity and validity., One section defines and discusses risk and '

uncertainty and their effect on the decision making process. Tncluded

is an ertensive bibliozraphy on cost effectiveness."

I. 1Introduction: general conéepts; levels of cost-effectiveness

) analyses, ‘
: 11, Discussion of Tasks and Factors in Cost-Effectiveness Analysis, }
3 111, TInputs and Relationships: defiine program objectives, mission,

and constraints; criteria selestiong 1dent1fy and synthesize
alternatives; identify variables.

IV, Cost-Effectiveness Models, Concepts, Validation and Sensitivity:

\ mathematical formulation of effectiveness and costs; statement

‘ of the optimization problemj some possible models; model
validity and sensitivity; conclusions.

V. Development of Cost Inputs to Cost Effectiveness Models: objectives;

theory and practice; a general cost methodology; cost estimating
relationships; devéloping CERs; AFSC format for recording CERs;
the future development of costing.

VI. Effectiveness Factors for Cost Effectiveness Models: introduction; \
effectiveness factors; availability; survivability; reliability;
penetxability; lethality; other considerations.

VII, Risk and Uncertainty in Cost Effectiveness: risk, uncertainty;
use of risk and uncertainty; examples of risk and uncertainty
considerations; summary. .

VI1I, Evaluation of Alternatives and Optimization: evaluation of

individual improvement alternatives; ranking of alternatives;
determination of optimum point; model outputs for decision
support.

IX. Interpretation of Results, Sanuitivity, and Limitations.

X. Conclusions and Recommendations: discussion of accomplishments

and implementation; conclusions; recommendations.
Appendf{x I, Compilation of Abstracts from Examples of Volume III of
Task Group IV Final Report.

Appendix 11, Example of Cost Effectiveness Analysis for tha Deiinition
Phase. .

References.

Bibliography.
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Cost Estimstes as Predictors of Actual Weapon Costs: A Study of Major
Hardware Articles
Summers, Robert

Santa Monica, The Rand Corporation, 1965, 72 p.
Rand Memorandum RM-3061-PR (Abridged). AD 612 723.

Summary: "This i{s a statistical astudy of military cost estimates almed
at decreasing the uncurtainties about their interpretation and use.
Based on a sample of 68 cost estimates of major hardware articles in

22 systems, it assessos their,accuracy ap predictors of actual cost,
Section 1 describes the aims and scope of the study and presents a
detalled summary of methods and results., Section 2 presents the
statistical analysls of estimating errors, and Section 3 shows
quantitatively that the observed errors can significantly affect the
choice between alternative systems."

Preface. !
Summary, . ;
I. Introduction: aims and scope of the study; outline of methods ]
and results. '
1I. An Analysis of Cost-Estimate Chronologies: errors in nonmilitary
cost-estimating; model of the development process; preliminary
description of the data; raw measure of accuracy of estimates;
adjusted measure of accuracy of estimates; model of the develop-
ment process; hivariate analysis of t and A; the variables;
regression results; Lypothesis testing; data problems (errorvs
in measurement, randomness); ustimation of independent varialles; !
conclusiuns about learning during development; cost changes of ]

major article components; the "changing-configuration' hypothesis;
conscious underbidding of contractors.

I11. The Consequences of Cost-Estimate Inaccuracies: cost
inacduracies versus other uncertainties; system choice and
inaccurate cost estimates: bias; variance; implications for
cost-effoctiveness studies; implications for force-structure
projections,

Appendix. Examination of Three Cost-Effectiveness Studies.




Cost Factorirg System for Force Readiness Projection (COFACTS)
Wilbourn, C.R.} R.M, Burbridge; D, Cohenj K.L. Lehmann; M.L.
Patterson; J.D.H. Sidley.

Washington, Planning Research Corporation, 1968, 180 p.
PRG R-1145, AD B60 253,

Abstract: "This veport describes the analyses aund development of the
Gost Factoring System lor Force lteadiness Projection (COFACTS).

Three mathematical models were developed: a force readiness measure-
ment model, which has the unique feature of utilieing cost as a
criterion of readiness capability; a budget model, which computes
force related costs by budget program; and a cost {mpact model which
calculates cost implications of increasing or decreasing force
readinens levels. The computer system, which incorporates these
models, the resultant reports, and their applications to the various
levels of the force planning process are also presented.n

Summary: introduction; system applications; measurement of projected
force readiness} budget model; cost impact of readiness changea
COFACTS computer systemj conclusions and recommendations.,

I. Introduction: the problem; status of the problem!'s solutiony
background orientation; the COFACYS system; beyond COFACTS;
organieation of the report.

I1, Systems Application: intvoduction; the COFACTS rasource
readiness summary; the COFAQTS force budget outputs; cost
impact outputs; annex outputs.

111. Measurement of Projected Forie Readiness: general} major
assumptions} goneral methodology aystams flow; selection of
readiness measurement categories; general readiness cost ratios
individual subcategory cost factor development; aggregate
readiness level determination.

IV. Budget Model: recurring costmn; replacement training; inittal

costs} the reserve/nutional guard model.

V. Cost Impact uf Readiness Changes: iIntroduction; wmethodology.

V1. COFACTS Computer System: general}; the preprocessor; SACS;
PAMSBIM; P20A/2241; the COYFIN file; the model; implementation
procedure; current implementation status.

VIIi. Conclusions and Recommendations.

Appendix A. Example of Total Cost Implication of a PEMA Budget Cut,

Appendix B. Cost Models.

Appendix C. Glossary.

Appendix D. DPrevicus Studies of Army Force und Force/hudget
Readiness,
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A Cost Model for Use in C:st-Effectiveness Analyses of Dissimilar
Weapon Systems Westerman, e¢an F. and Ronald F. Mathias

Aberdeen Proving Ground, Army Materiel Cosmand (Ballistic Research
Laboratories), 1964, 24 p.
BRL MR 1602. AD 453 842,

Abstract: "A model is presented for the determination of system
costs in cost-effectiveness studies of dissimilar weapon systems.
The assumptions employed are listed so that an adapzation of the
model may be made to fulfill individual study requirements."

I. Introduction.

I1. General Discussion and Assumptions.
I111. Cost Model.

IV. Annex, Terms, and Definitions.
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Cost Performance Raport
Office of the Assistant Secretary of Defense (Comptroller)

Washingtou, Department of bhefense, 1970, 13 p.
DODI 7000,8,

References.

1. Purpose.

11, Applicability.

11Y. Scope.

TV, Objective,

V. Responaivilities.

VI. Implementation and Effective Date.
Enclosuve 1. DD Form 1664, Data Dascription ltem.
Attachmant 1. CPR - Work Breskdown Strvucture.
Attachment 2, CPR « Fun.tional Categories,
Attachment 3, GPR - Manpower Loading.
Attaclment 4, GPRU « Problem Analyais,

7

=i

NI




Cost-Quantity Calculator
Noah, J.W. and R-W. Smith

Santa Monica, The Rand Corporation, 1962, 27 p.
Rand Memorandum RM-2786, AD 279 346,

Summary: "The Cost-Quantity Calculator at the back of the book is
designed to provide cost analysts with a tool for construction and
interpretation of those cost-quantity relationships usually referred
to as learning, progress, or improvement curves. The two most

common of these curves are treated here: the Log-linear cumulative
average curve and the log-linear individual unit curve. A definition
of these curves is given in the text, along with an explanation of
their differences and interactions. For practical application of
these relationships, tables of slope-quantity factors are provided.n

Preface.

Summary.

I. Introduction.

ITI. The Log-Linear Cumulative Average Curve.
I1I. The Log-Linear Individual Unit Curve.
IV. Slope.

V. Asymptotes.

VI. Examples Illustrating Use of Tables.
The Calculator.
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Cost Research Symposium (1967)
Proceedings of the Second Annual DOD Cost Research Symposium

Washington, Directorate of Budget, Department of the Air Ferce, 1967,
Veol. 1, 300 p.
AD 820 274.

Volume II contains documents classified through confidential, while
Volume III contains the one report classified Secret.

Introductory Remarks (LGEN Jack G. Merrell, Hon. Norman S. Paul,
Dr. Alain Enthoven).

Comparison of Four Approaches in Developing Estimating Relationships
for POL Consumption (Irwin L. Seidel and Jeffrey Williams).

The Measurement of Army Aircraft Flying Hour Costs (MAJ Paul P. Mehler).

Cost of Aircraft Depot Maintenance: the F-4 Case (Dr. Seymour Fiekowsky
and Arnold Schwartz).

Prediction of Life-Time Equipment~Related Repair Parts Support Cost
for Naval Ships (C.L. Karr, Jr.).

An Expansion of the Improvement Curve to Allow Its Use with a Common/
Peculiar Production Mix (William W. Baker and Jules Silver).

Estimating Aircraft Flyaway Costs by Adjusting the Conventional
Learning Curve (William W. Vardeman and Culbert Laney).

Estimating Weapon System Development Costs (Richard J. Trainor).

The Army Divisional Cost Model (T. Arthur Smith).

Off-Loading Military Supplies from Cargo Ships in Unimproved Port
Areas (A.S. Childers).

Aircraft Systems Cost and Force Structure Automated Model (Ronald S.
Feldman).

A Cost/Effectiveness Formula for Man/Machine Function Allocations
(Dr. Joe E. Willis and Marilee N. Connelly).

Variable Costs of Army Equipmeat Operation (John O!'Flaherty and
R. OtRorke).

Cost Uncertainty Analysis (William Leathwood and Frank J. Husic).

Closing Remarks (Saul Hoch, Dr. Harold Asher).

Attendees.
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e Cost Research Symposium (1968)

Proceedings of the Third Annual DOD Cost Research Symposium

Washington, Office of the Comptroller of the Army, 1968, Vol. 1, 230 p.
AD 833 207.

Volume 2 contains classified papers through Secret.

Introductory Remarks: LTG Frank J. Sackton, Hon. Eugene M. Becker,

Hon. Alain Enthoven.

Estimates of Aircraft Characteristics with Some Implications for
Cost Analysis (Donald M. Fisk).

The Development and Use of a Computer-Implemented Time-Phased
Model (CPT Charles H. Wells).

A System Concept for Determining Navy Stock Fund Budgeting
Requirements (Charles E. Emberger).

Aircraft Maintenance Cost Research, KC-135 (Jean Mullery).
Measuring the Impact of Reliability and Maintainability on Combat
0&M Costs (Robert Byer).

Personnel Cost Research for Early Man/Machine Design Trade-Offs
(Marilee Connelly).

Missile-Automated Resources Management Operating Technique (MARMOT)
(CPT Robert G. Smith).

System Cost and Operational Resource Evaluater {SCORE) (Solomon
Getz).

Development of Automated Methodologies for Weapon System Life
Cycle Costing (Frederick M. Chakour).

Mathematical Method for Pricing Learning Curve Changes (Paul M.
James).

The Maintenance Aspects of the Life Cycle Cost of Electronic
Systems (Hugh W. McNeil).

System Effectiveness and Life Cycle Costing Analysis for the Fast
Deployment Logistic Ship (CPT B. D. Lamar).

Life Cycle Costing in System Acquisition (Perkins C. Pedrick).

An Inventory Model for Reparable Spares: the F-4 Cass (Marshall
Rose).

Closing Remarks: Ir. Donald B. Rice.

Closing Remarks: R._bert C. K. Valtz.

Attendees.

40



Cost Research Symposium (1969)
Proceedings of the Fourth Annual DOD Cost Research Symposium

Washington, Office of the Comptroller of the Navy, 1969, 358 p.
AD 854 663.

Welcome to the Symposium (RADM Eli T. Reich).
Introductory Remarks (VADM Jackson D. Armold).
Keynote Address (Hon. Charles A. Bowsher).
0SD Welcome (Hon. Ivan Selin).

Air Force Welcome (Hon. Thomas H. Nielsonm).
Army Welcome (LTG Frank J. Sackton).
Concluding Remarks (Dr. Donald B. Rice).

Historical Simulation (Charles A. Graver).
A Three Dimensior.al Cos? Model for Analyzing or Estimating Director
Labor Requiremeits (¥AJ Gordon J. Johnsom).
The Marine Corps Cost MHodel (DRS. Richard A. Jenner & Joseph H.
Augusta).
Cost Estimatinj Methodclogy for Ground Combat Surveillance Equipment
(Steve Klein).
An Example of lelationships Between the Uses and the Development of
CERs (John E. Buchanan & Ronald A. Chiodo.
First Order Approximat.ion of Cost Variance and its Value (Ceorge T.
Patton).
An Approach to Quantitative Measurement of Advances in State-of-the-
Art. (Dr. Edwird N, Dodson).
The Cost Implications of New Technology (J.D.S. Gibsom).
Study of Trends and Escalation of Costs (MA’ Horace Schow,1I).
Cost Analysis in Support of Coatract Negotiations (T. Arthur Saith).
An Approach to Estimating Costs of Maintenance Material and Personnel
for Naval Airborne Weapon System (Paul Casuk).
Pilot Training Study (W.E. ¥ooz).
Selecting the Proper Cost Variables for a Cost-Effectiveness Study
(Seymour Horowitz).
Missile Cost Model (John Johnson).
SAMSO Unmanned Spacecraft Cost Model (G.B. Guarino).
Airmobile and Infantry Division Operazing Costs in Vietnam (Rober:
Caldzrone). .
Use of ADP Sources in Collecting Operatzing Costs (LTC Errol Hayes).
Attendees.
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; Cost Renearch Symposium (1970)

; Proceedings of the Fifth Annual DOD Cost Research Symposium

3

; Washington, Office of the Assistent SBecretary of Dufenne (Syatens
; Analysis), 1970, Volume 1, 320 p. and Volums 2, 266 p.

AD 875 742.

National Bureau of Standards Welcoms» (v, lLewis W. Hransconmb),
Keynote Address (Hou. Gardiner L., Tuckeiy,

Axrmy Welcowe (Hon., Eugene M. Becker).

Mavy Welcome (Hon., Charles A. Buwsher).

Alr Forve Welcome (Hon. Spencer J. Schedley),

Discussion of New PPRS Procedures (C.5. Nuckels),

] A, Selected Acyuinition Raportut Role of the Selectaed Acquisition
Report Ln Manugement and Coat Analyuis (T, Arthur Smith).
B, Operations Costs:
An Analysis of Base Operating Hupport Costs (CPT Robert G, Owens).
Dapot Maintenance Cost Estimating Relationships for Fightay
Adrcraft (Robert Bovlais).
Qperating Costs Associated with REDCON Twprovement - An Hiatorical
Example (LT Vdward B. Doherty).
Methodulogy for Determining Aviation Spare Costs per Flylng Hours
(Vi Bndlu).
An Analyala of Operating Cowsts for Selected Minale Unlts {n USAREUR
FY 1968 (L1C Evavett L. Alvey).

G. Aunalysias of Tuvestment Alternatives ’
] Economic Replacemant Analysis and Gosi Uncevtainty (LG Jo'w Knubal),
The Impact of Discounting, Inflation, and Residual Valuw on Lifa
i tycle Costs of Weapon Lyntem Acguisition (MAJ Jolm D. Johnatoa). ‘
Measuring Pricve and Productivicy Change In the Adveraft Tudustry ;
(1.A, DetRonnl). d
b, Cost Analysis BEducation Programs: Pregentation on course aponsoread é
by Dry bavid Ameen, !
E. Loglstics Costst !
Farce Costing and Support Plamming (Dr. Bernard Rostker). {
Alroratt Rawork GCoat-Bemefit Model (Dro Macshe)l No—a). |
Project ABLE - Acqulaeitions Bawed on Conslderdtions of Loglaties h

ffecte (Treving Kate), y
F. Weapon fiyst.em Acquiaition Procesn \
Entimating Learning Curve Cost Factors (Walter G, Hartung), '
Ttme-Copt -Riak Trade-0ffa in Devylopment FPrograms {(Vdward Dodeon).
Ridge Analyalsr  An Twproved Proceduve for Devaluplag CGost
Entimat ing Relationships (Honry ¥awaw),
« Role of Farce Costiug In Vorge Planning.
Force Mauntny Cost \nformatiou fyatem (Petar Salomons).

(

e

1

)
'”wﬂé&%ﬁﬁ#mﬁﬂhﬁéﬁﬂﬁﬂ%@%&é@ﬂ“‘

W




Force Cost Assessor (J.E. Koletar, Jr.).
Time-Sharing - Breskthrough in Military Staff Procedures (MAJ
John R. Alesander, Jr.).
The Clectrical FYDP (Dr. Christopher Snyder).
H. Equipwent Costing:
The FAMECE Study, Gosting the Phase~in of a Fami{ly of Militavy
A Engineer Constructinpm fquipment (MAJ M,F. Higgins),
3 A Cost Model for Semiactive Radar Guidauce and Control Scctions
of Aly Defenge Migeflea {(Dx, C,D. Billiugs).
Methodelogical Problems in Estimating Costs of Shipbulliding
Programs and Scme Broposed Selections (Prof, Henry Solomon).
. Ship Cost Entimating (G.H, Main ana J.A. Fet _htio).
) J+  Manpower {osting:
; Pereonnel/Manpover Lile Cycle Bulilt Cost Models (CDR Thomas J.
Bullivan).
Empirically Estimating Pilot Training Cost Fun-tions (CPT G.M,

o —‘-—"?"‘:ﬂ'f“;“"m“‘"—wﬁwmﬁ

3 Kipnis).

i A Mathematical Approach to Fetimatiog Training Requirewents
£ (Gaorge Travers).

3 Development and Application of a Total 3hip Simulation Model

(M.A, Schwarte).
Sympoaium Weap-Up (Milton A. Margolis aand Dr. Donald B. Rice).
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Costing Methodology Handbook
Directorate of Cost Analysis, Comptroller of the Army

Washington, Department of the Army, 1971, 179 p.
AD 884 835L.

Published (in conjunction with a revised AR 37-18) in response to a,
need expressed in the Weapon System Acquisition Improvement Program
to provide a vehicle for developing a standard cost methodology.
Objectives: (a) to provide a better understanding of the cost
estimating/analysis process, (b) to promote standardization in cost
ana_vses, (c) to contribute to a better cost analysis capability

in the Army, consistent with the objectives of the Army Cost Analysis
Program (Cf. AR 11-18). Part 1: the process of cost estimating
(chapters 1-7); Part 2: other considerations (chapters 8-10).

I. The Life Cycle and Decision Points: concept formulation; contract

definition; development and production; operations and disposal.

ITI. Preliminary Guidance.

111. System Description and Information Search: Five Year Defense
Program; Army Materiel Plan; Army Force Planning Cost Handbook;
selected acquisition reports; contractor reports and financial
records; Weapon System Cost Data Handbook; Development Concept
Paper; Area Coordination Paper; Materiei Need; prior studies.

IV, Techniques of Costing: parametric cost estimating (cost/parameter
relationships, scatter diagrams, regression models, least-squares
estimating, measuring errors, correlation analyses, other
regression techniques, learning curves); estimating by analogy;
industrial engineering approach; expert judgment; program
stretchouts.

V. Measures of Estimate Validity: uncertainty and risk (techniques,

examples); sensitivity analysis.

VI. Economic Considerations: economic analyses; time-phasing;
inflation; constant dollars; current year dollars; present value;
annex 1 (general instructions for inclusion of price escalation
ir certain cost estimates for research and development, procurement,
and construction); annex 2 {(instructions for calculations of
price escalation in the selected acquisition report).

VI1. Presentation of the Estimate: pgeneral format and instructions for
use; U3 Army Management School Operations Research/Systems
Analysis Executive Course - Check List, Briefing Techniques.

VIII. Cost Growth: definition, categories.

IX. Cost Effectiveness.

X. A New Technique to Analyze K&D Estimates: STECPLOT: problem,
technique, explanation, example, qualifications and extensions.
Appendix A. Modeling and Simulation: types (iconic, analog, symbolic);
principle types of cost models; design and use of weapon :zystem cost

model.

Appendix B. References.

Appendizx C. Glossary.
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Costs and Benefits in Mathematical Programming
Manne, A.S,

Santa Monica, The Rend Corporation, 1956, 14 p.
Rand Memorandum RM-1785.

Summary: "In cooperation with members of the US Military Air
Transport Service (MAT3), the author recently engaged in an attempt
to determine whether MATS ajrlift planning could be imnroved by the
substiltution of linear programing methods for trial-and-error rule-
of-thumb methods, The experiment, described in some de-ail iIn the
paper, was not successful, for the following reasons. ‘'he gains
weare not spectaculayr, baing on the order of two or thrae percent in
terms of the potential increase in useful airlift from the existing
resources, and on the order of one day in fourteen in terms of
reduction nf the length of the planning cycle. The costs promisud
to be rather high, because to realize the potential gains it would be
necessatry to have a guarantee of lmmediate access at unpredictable 4
times to an expensive electronic computing machinz. Above all, the ;
!
)

lack of mathematical training among the middle management group
mal.es it far easier for an organization such as MATS to accommodate
itself to trial-and-errcy methods rather than to linear programming
models."

I, Introduction.

IT. Background of the Study.

1i1, The Linear Programming Model.

IV. Vaviants upon the Standard Linear Programming Model,
Y. Conclusions from One Experiment.
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Costs of Operation and Maintenance Activities (Army): Techniquea for
Analysis and Estimation
Phillips, Joha G,

McLean, Research Analysis Corporation, 1967, 77 p.
Technical Paper RAC-TP-242, AD 811 500,

The research in this paper develops ta method for determining

the cust jmpact of proposed force changes on the operation and
maintenance, Army (OMA) appropriation activities. A study of the
Army's financial accounting system structure and budget data hag been
made to form a method that will determine those OMA activitien that
depend on force changes. For these activities illustrative cost-
estimating relations (CERs) are developed.®

Foreward.

Sunmary: Problem; facts; discussion; conclusions,

Abbreviations,

I. Introduction: purpose; limitations of the study.

I1. Method for the Determination of Force-Dependent OMA Activities
and Their Cost: the classification process; cost estimating
ralations.

II1. Cost Estimation and the Development of OMA CERs: introduction;
summary of force-dependent CERs; operating forces, B 2000,
training activities, BP 2100; central supply activities, BP
22003 major overhaul and maintenance of materiel, BP 2300,
medical activities, BP 2400; Army-wide activities, BP 2500
nperation and maintenance of facilities, BP 9000,

Appendix A, Supporting Data for Development of CERs,

Appendix B. Reference Data, by Budget Program,

References.

Abstract.
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Curves: a Five-Function Curve-Fitting Computer Pkogram
Boren, H.E. \ :

Sants, Motuica, The Rand Corporation, 1968, 83 p.
| Rand Memorandum RM-5762-PR. AD 680-762. : \

Yummarys "Thls Memorandum describes a FORTRAN-IV 'curve-fitting

computer program that has been developed within the Rand Cost Analysis
Department., The program mgkes least-squares determinc.ions of the

parameters of any of five mathematical functions selected by the

user, glven a set of observations on the depeﬂdent and independent

variablee of interest., The functions available in fhe program are

the line, parabola, power, asymptotic-power, and exponential. Up

to three independent variables may te used for the line and power

functiona. Also, the Y-intercept may be specified for the line, ,

parabola, or asymptotic-power function. A discussion of the | i
characteristics of the fuactiens is presented\in Section I+ including i
an examination of those nonlinear functions that require special methods

for solution. Also included is a brief discussion of the statistics

lused in the program. Specific detalls on the operation of the program

are presented in Sectiun 1T, This section also treats the options

available to the user. Program outputs are discussed in Section I1I.

For rhe bencflt of the reader, sample outputs from two runs are shown.!

Preface. . :

Summary. | §

List of Figures., ‘ ) ! ;

List of Tables. ‘ : 5

1. Intvoduction: program description; function types; function
characteristics; nonlinear~least-squares solutions; statlstical
congiderations, V

11, Input Procedures: title card; order card; format card; scale

card} data cards; blank card; end card; summary.

I1I, Program Qutputs. i !

Appendix A, Nonlireac-Least-Squares Considerations. .

Appendix B. Leasat-Squares Solution for Asymptotic-Power Function,

Appandix C. Listing of Curves FORTRAN-IV Computer Program.

\
'
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Decision Analysls: Introductoty Lecturds on Choices Under Uncertainty
Raiffa, Howard :

y Reading, Addison«Wesley, 1970, 310 p.
i

This approach prescribes how an individual who is faced with a
problem of chofce under uncertainty should go about choosing a

course of actlon that 1s consisgtent with his personal basic judgnents
and preferences.

i Introduction, é

; I. Your Basic Problem: hktatement; variations. : 1

g 11, Analysis of Your Basic Problem: data; expected monetary valuej

: : | analysis of the no-expgriment alternatives; the decision flow

! . diagram; probability abksessments at chance forks; averaging out

: and folding back; expected value of perfect information and
opportynity leoes. .

1II. Uncertain Payoff and Biased Measuremeats: sampling costs;

value of information. ‘

IV, Utility Theory: use of CMEs in analysis; lotteries;
subst'itutabilicy; the Indifference function for money; ;
transitivity; the maximization of expected utility; decreasing :
risk aversion; risk control.

V. Use of Judgmental Probability: objective,vagueness} calibration
of subjective vagueness; a consistency property for judgmental
probabilidy; the additivity of judgmental P*.measure; the
‘analysis of the eg-branch; the reduction of a general lottery;
'the revision of judgmental probabilities.

4 ) VI. The Normal Form of Anialysis: strategies; vandomized strategles;

g . cholce; modification of a nonEMVier; indifference curve analysis;

3 ' . the principle of substitution for strategies; choice of weights.

: : VII. More on the Economics of Sampling. !

; VIII., Risk Sharing and Group Declsions.

I1X, The Art of Implementation and General Critique: the multi-
attribute problem; assessments of several uncertain quantities.

X. Further Perspectives and a Guide to the Literature.

Index.

The Data of Your Basic Problem.
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Decisionmaking Among Multiple~Attribute Alternatives: a Burvey and
Consolidated Approach
MacCrimmon, K.R.

Santa Monica, The Rand Corporation, 1968, 63 p.
Rand Memorandum RM.4823.ARPA, AD 681 005,

TS YR I T I BT R

Summary: "Various methods have been proposed to help the declsion-
maker with multiple~attribute decisionmaking, These range from
techniques which consider all attributes at once to these which
consider just single attributes, or proceed sequentially over single
attributes, This memorandum critically reviews the assumptions
underlying each approach and examines its information requirements.
In addition, each method 18 described both in a general way and using
a formal, abstract mathematical representation. ‘Iwo examples, the
choice of a weapon system and of a space sult, are used to illustrate
the discussion,?

R R T e i

AT RS

Prefaca.

Suradary,

I, Introduction: the decislonmaking process (goals, complexity,

. choosing among alternatlves with many attributes); scope and

organigation of the memorandum.

31, Muleiple-Attribute Decisions: attributes, goals, c¢riteria, and
dimensions; a military systems example; symbolic representation.

111, Existing Approaches to Multiple-Attribute Decisionmaking: full
dimensionality (dominance, satisfying); single dimensionality

B (maximin, maximax, lexicography, additive weighting, effectiveness

index, utility theory); {ntermediate dimensifonality (trade-offs,

1 nonemetric acaling, summary of procedures).

E IV, Extensions and Combinations of Procedures for Multiplae-Attribute

B Decision-Making: uncertainty in attribute values; 4 subsystems

F example; eclectic approaches to the multiple-attribute problem

i (combinations of approaches, curvent uses of multiple-attribute

b methods), '

Biblivgraphy.
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‘ oL Decision«Making for Defenme t
: Hitch, Charles J, i
o Berkley, University of California, 1965, 83 p. :

? : "The firat series of Garther lectures., The first lectures trace the

¢ svolution of the defense problem; the second describes the purposas and
function of the 'programming' system installed in 1961, The third
doscribes the afforts to apply the techniques of operations ressearch

or systems analysis to the problem of defenwe decision-making,
particularly with regard to the choice of weapon systems and the alloca~
tion of resources among alternative forces and programs. Thae final
lacture attempts to evaluate these innovationrs, to discuss the
unresolved problems in thalr application, and to assess their placo ]
in the future." ‘

1. 1789.1960

11, Planning«Programming«Budgeting
111, Cost«Effactivensas

IV, Ratrowspect and Prospect

Notes.

RS
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% Defense Management
3 Enke, Stephen

; Englewood Cliffm, Prentice-Hall, 1967, 385 p.

This book apprailses and describes various aspects of costebenefit
analyaiy of the kind now widely practiced within the Department of
Defenses Part 1l: Pentagon decision wmaking (chapters 1-3); Part 2:
; coat effectlveness applications (chapters 6-14); Part 3: special
defense prablems (chapters 15-20).

4 . The Defenmse Kesaurce Allocation Process (Willlam A. Niskanen).

) 11+ The Annual Cycler Planning-Programming-Budgeting (Robert N,

' Grosne and Arnold Proschan).

; 111, Costing of Systems (Norman V. Breckner and Joseph W. Noah).

g 1V, Remaining Difficulties in Program Budgeting {Roland N, McKean).

g V. Cost Effectiveness of Cost Effectiveness (Armen A. Alchian,.

) VI, The Changing Environment for Systems Analysis (James R,

1 Schlesinger).

i Vi1, Central War Alternatives (R.H. McMahan, Jr. and D.H, Taylor).

VII1. New Perspective in Civil Defenne (Herman Kahn and Anthony J,
Welner),

: IX., lobility-Afrlift, Sealift, and Prepositioning (KRichard B,

Rainey, Jr.).

I X, Maintenance (John J. McCall),

\ X1. Procurement and Management of Spares (Harrison 8. Campbell).
| XIl, Incentive Contracts (Frederick 1. Moore).

\

, XI1Y, Land Utilieation for Defense (Jora R. Minasian).

g X1V, Military Manpower Utilieation (Marry J. Gilman),

' XV. Research and Development (T.K, Glunnan, Jr.),

XVI. Defense Impacts on International Payments (Rolf Plekars),

XVil. Defense Expenditures and the Domestic Ecouomy (Murray L.
Weldenbaum),

XVIII, Defense Decentralization Through Internal Prices (Martin J,

Batley).

XiX. NATC Defense Planning: the Political and Bureaucratic
Constraints (A.W. Marshall).

XX, Military Assistance Programs (Charles Wolf, Jr.).
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Defense Planning and Organimsation
Enthoven, Alain and Henry Rowen

Santa Monica, The Rand Corporation, 1959, 78 p.
Rand No, P-1640,

This is an exploratory essay on the organisation of the Department

: of Defense, wricten expressly for an audience of professional

g economists (and using, therefore, the technical language of formal

! economic theory). The paper covers three topics: (1) the short-
comings ol the present organigation, (2) the generval questlion of
intelligibility of defense allocation problems, and (3) some
implications of the principles discussed and a few practical suggestions,

: Prefatory Note,

; 1., Introductilon,

i 11, The Defense Economy: some views on defense allocationy conflict
: over budget level and the efficiency of allocation; budget
structure; organiration structure and decentralizationy the lack
| of permanent staff,

: 111, Some Theoretical Aspects of Defense Organisation: Which

; criteria? Whose criterta?y the nmultiplicity of criteria;

. interactlions; the significance of game aspectsy the power

i and limity of analysis,

} IV, Some Suggestions for lmproving Defense Organisgation: the role
of the Secretary of Defensej budgeting for missions and weapon

! syatems; decentralieation through the use of budgets and pricesy
; the defense reorgunization of 1958,

Footnotes.,




Definitions of Expenses and Investment Costs
Office of the Assistant Secretary of Defense (Comptroller)

Washington, Department of Defense, 1966, 10 p.
DODI 7040.5.

This instruction sets forth criteria and definitions to be used in
(a) specifying the financial contents of the program elements in
the Five Year Defense Program, (b) defining the financial contents
of those accounts that make up the Defense budget, and (c) defining
the financial contents of the accounts that comprise the Department
of Defense management accounting system.

I. Purpose.

II. Applicability.

III. Basic Distinction Between Expenses and Investment Costs.
IV. Expenses.

V. Investment Costs.

VI. Conditional Cases.

VII. Implementation and Effective Date.

Enclosure 1. Investment Cost Decision Diagram.

Enclosure 2. Special Guidance Concerning Real Property.
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Derivation of Estimating Relationships: an Illustrative Example
Fisher, G.H.

Santa Monica, The Rand Corporation, 1962, 83 p.
Rand Memorandum, RM-3366-PR,

This memorandum was prepared for a course in military aystems cost
analyails concepts and techniquea, offered by the Alr Force Syatems
Command, 1t presents {llustrative exawples of how statistical
regreasion analyasis may he used to derifve estimating relationships
from historical data. Examples of siwple linear regression,
logarithmic linear regression, second degree regreussion, and multiple
linear regression analyses are presented and diascussed.

Preface,

Sutniary.

I. Introduction.

11, Statemont of the Problem.

111, Linear Normal Regression Analysis of Inltiel Tooling Cost as
a Function of Alrframe Weight.

IV, A Curvilinear Analysist Logarithmic Ragression,

V. A Gurvilinear Analysis: SHecond Degree Equation,

VI. A Multiple Hegression Analysis.

Appendix A, Derivation of the Normal Equations for a Linear Normal

Regresaion.

Appendix B, Student Problem in Simple Linear Regression Analysis.

Appendix C, S8tudent Problem in Cutvilinear Regression Analysiy.

Appendix D. Student Problem in Multiple Regression Analysis.




The Development and Application of a Procedure for Estimating the
Economic Life of Weapons Systems .
Eastman, Samuel Ewer and Willism K. Scheirer

Washington, Department of the Army (Directorate of Cost Analysis,
Comptroller of the Army), 1970, 38 p. AD 711 115.

"The research work herein was underzaken to assist in the f{mplementation

of Army Regulation No. 37-13, 'Financial Adntniszration, Economic
Analysis of Proposed Army Investments.' . . . The approach to the
desatoment and application cf 4 progzeduirs fo2r »acimating the

oo n L1 Fe 0 Jeapans avstems g Ses thrastcll wur flrat Tasd
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{. W Ty arh Lwi Clusiong,
i, Intro -
[T, Deternination of Uaelal Lilz by the Us Treasury.  Appliica®il e
to military weapors systems; the economic life ol =iliza-

weapona svstems determined from technical chanue.
IV. Defiritlons of Economic Life from Economic Theorv.
V. Applicarions of the Cost Minimization {with Replacemenz),
Technical Appendix: Cost Miniwmization Model: Parts Cost Functions
and Odometer Settings: Expected Depot Overhiui Coste,
Refcerences.
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‘ Nevelopmant Cost Bstimating Survey
' Task 3

i Cambridge, Management Sysmtems Corporntion, 1963, 124 p,
3 AD 408 987,

This report documents a survey of development cost estimating
techniques and sources of pertinent data on pust weapon systems. It
catalogues and codifies moest of tha vnluable information on this
subject and outlines the sources of appropriate historical data. 1In
addition, the rirvey provides a basis for defining the analytleal and
data collection program to follow.

1. Summary: objectives, results.

11, Conclusions and Recommendat tonu.

111, Discussion: generaly historical duta sourcesj cost-estimating
techniquer; cost estimatling relationships; approach to future
data analysis,

Appandix 1, Biblicgraphy.

Appendix 2, Selected Report Abstractse,

Appendix 3, Sources Contacted, Sept, 27 to Dec. 14, 1962,

Appandix 4, Summary of Cost Matimating Relationahips.

Appendix 5, Data Collection Formats.

Appendix 6. Task Statement,
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Differential Gamea: A Mathematicel Theory with Applications to
Warfare and Pursult, Control and Optimisation
Isaacs, Rufus

Naw York, John Wiley and Bons, 1963, 384 p,

WThia work covers the nature and scope of differential games, discrete
modele, formal mathematical mold, and detailed explanatiuns of the
solutionn, 'The primary emphasis 18 on military applications.t

1. An Introduction: the theory of games; the state and rcontrol
variables) battle games} games with moving craft) pursuit games)
games of kind and games of degree; strategles; dogfights, Firing
games, programming, and athleticej o perspective on precision; a
perspective on prograss.

1I. Definitions, Formulation, and Agsumptions: the kinematic
situation; the realistic and reduced space; termination of the

gomey the payof{; games of kind and games of degree; stratepies;
canonisstion on circular vectograms; a lemma on circular vectograms.

1LI. Discrete Differential CGamas: the general discrste game; battles
of extinction; quasi-~discrete games.

IV, The Basic Mathematics and tha Solution Technique in the Small:
the nature of a solution; the main equation; semipermesble
purfaces and a second derivation of the main equation; the

verification theorem; the path equations; the retrogression
principle; the initial conditions.

V. Examples.

VI, Efferent or Disperwal Surfaces: singular surfaces); dispersal
surfaces} the quastion of the perpetuated dilemma; the geometric
method for simple pursuit games of kind; the existence of the
perpetuated dilemma.

V11, Afferent or Universal Surfaces: with null integr-- 1+, rtth liprerer
vectograms; the analytic necesmary condition for o ...wur
vectogram type universal service; the workabls condition whes
n=3; the calculus of variations viewpoint; all steategies optimaly
the workable criterion when u=4; a test for a void; test for &

tranaition aurface} relation to Euler equation; restoration of the
totality of control variables; semiuniversal surfacas.

VIil. Games of Kind: the barrier concept; the construction of semi.

permeable surfaces; termination of barriers; construction of
the barrier; fusion of games of kind and degraa,

IX., Examples of Games of Kind.

X. BEquivocal Surfaces and the Homicidal Chauffeur Game: geometric
solution; primary solution; the universal curve and its tributariss)
equivocal surfaces; sppendix.

XI. The application to Warfare: game thaury and warj the available
tachniques; types of applications; problems of formulation) some
Flitf.ll'o




g XII., Toward a Theory with Incomplete Information: search games with
! immobile hiders; with mobile hiders; the improtance of approxi-

mations; the chancifying method; appendices.
References,

! Index.
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The Discount Rete in the Non-Market Context
Franks, Francis John

: Monterey, Naval Postgraduate School, 1968, 47 p.
AD 832 903,

Abstract: "Systems Analysis uses many disciplines and sophisticated
technigues to determine the relative effectiveness of alternate
systems. This relationship can then be reversed by an arbitrary
choice of a discount rate. In the private sector, the discount

y rate is determined by the cost of capital. In the public sector,

: the cost of acquiring the capital is not clearly defined. 7The

following propossls for the interest rate in the public sector are
considered: (1) the government bond rate; (2) the rate of growth of
the national product; and (3) a rate derived from the average rate of
return in the private sector, 7Tt is concluded that the interest rate
in the private sector lies betwaen 4.75 and 10 percent. The circum-
stances which generate uncertainty and the means of handling this
uncertainty are alaso discussed. A procedure is recommended which
modifies the difference between expected costs to make them equally
significant, Particular attention is focused on uncertainty occasioned
by changing technology and the probablity of war., It is concluded

that a unique estimate of the rigk component is indeterminate and that
uncertainty should be considered in the context of the specific

systems under consideration.t

FU——

S o a4

e T P,

1., Introduction.

1I. Opportunity Costs: the intereat rate; the bond rate; growth rate
of the national product; the rate of return in the private sector.

111, Uncertainty: factors generating uncertainty; means of handling
uncertainty; statistical analysis.

IV, Summary.

Bibliography.

Appeudix A. Average Rates of Return in the Private and Public Sectors.

Appendix B, Sensitivity Analysais.
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Discount Rates and Procedures to be Used in Evaluating Deferred Costs
and Beneflts

Bureau of the Budget

Washington, Executive Office of the President, 1969, 7 p.
BOB Circular A-94,

This circular prescribes standard discount rates and procedures to be
ugsed in evaluating the measurable cost, benefits, or cutputs of
programs or projects when these costs, beneflts, or outputs occur
over time and when they can be eatimated.

1. Purpose.

I1, Scope.

ITI. Agency Coverage,

1V, Preparation and Presentation: expected yearly costj expected
yearly benefit; expectad yearly output dissount rate; discount
factory present value cost; present value benefit; present value

; outputj present value net benefit; benefit-cost ratioj output-

“ cost ratioj internal rate of return.

V. Discount Rate Policy.

VI. Uncertainty and Risk,

VII, Interpretation,

ViIl. Effective Date.

Attachment A, Sample Format for Discounting Deferred Costs and

Benefita,
Attachment B. Discount Factors,
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Discounting in Military Cost-Effectivenasa Studies :
Ly Stone, Donald R, Voo

Monterey, Naval Postgraduate School, 1968, 42 p.
AD 475 334, 1 ! \
Thesis abstract: "Discounting is a means of assigning different
weights to costs expected to be incurred in different fu#ure timo
periods, Such costs are a vital element of cost-effectiveness studies, '
which under present DOD policy provide the primary basis for military
procurement and force structure decision making. The discounting
process is reviewed, and an attempt is made to identify qualitatively
i the factors which should determine the discount rate to be used by DOD
i : , cost«affectiveness studies, These factors are separated into\two
é ‘ groupsi those which apply to cost-effactiveness studies of all types \
! of weapons systemas, and those which depend upon the type of system
being considored, Finally the manner of presenting the results of the
discounting process ho\the decgaton maker is discussed.™

\ | 3
I, Introduction, l ‘
I1. Cost<Effectiveness Studias,
111, ‘The Discounting Process,
IV, The Normative Jomponent, : \
VY. Tha Risk Component.
V1. Presentation of Rewsults,

s e e s
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\ ' " Discounting in Systems Cost Analysis!
Cownie, John\
Washington, DC, Office of the Assistant Secretary of Defense (SA)
i Economics, 19 September 1967, 15 p.
| \
ntThe purpose of this Laper {s to specify the costs which are relevant
in the comparison of defense systems; in particular, it will be
stressed that if cost streams whica are spread over time are to be
compared, some sort of discounting procedure must be used.m

{Introduction. \
The Costs of Defense.

Systaoms Costs and Discounting.

Discounting in Business Decisilons.

Discounting Defense Expend’tures.

Present Values and Future Values. \

The Significance of Disc%unttng‘ i
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Dytiatic Programming
Bellman, Richard

Princaton, Princeton University Press, 1936, 342 p., Rand No. R~295,

"The purpose of this work is to provide an Introduction to the
mathematical theory of multi-stage decision processes.!t Biblio-
graphies follow each chapter.

Preface,

I, A Multi-8tage Allocation Proress: functional equation approsch;

a milti~dimensional maximizalion problam; a smoothing problem;
infinite stage approximation; exlstence and uniqueness theoremus;
approximation in policy space; convexity, concavity} time-dependent
processes; nulti-activity processesi multi-dimensional structure
theorems; continuity and memory: stochastic allocation processes;
functional equations; Stieltjes integrals.

11, A Stochastic Multi.Stage Decision Process: atochastic gold mining;
enumerative treatmenty infini.e stage approximation existence
and uniquenessy a flnite numler of stagesy a three-choice problem|
a stability theorem,

111, The 8tructure of Dynamic Prngramming Processes: the principle
of optimalityy discrete detarministic, stochastic, and tortinuous
deterministic procesaes; causality and optimalityy approximation
in policy space,

IV, Existence gnd Uniquenesy Theorems: equations of type one, two,
and three; monotone convergence; stability theorems; an optimal
fnventory equation, '

V. The Optimal Inventory Equation,

VI, Bottleneck Problems in Multi«Stage Froduction Processes.

VIl. Bottleneck Probloms: Examplos.

VIII. A Continuous Stochastic Decision Proceass} continuous versions;
derivation of the differuntial equations; the variational
procedure; solution for finite total time; mixed policies;
solution for iInfinite timej nonlinear utility,

IX, A New Formalism In the Calculus of Varilations.

X, Multi-Stage Games: single-stage discrete game; min-max theoryj
continuous games; flnite resvurces; games of survivel; pursuit
games; a4 basic lemma; exisrence and uniqueness; proof of results;
NON«ROLrH=-8UM GAMASE.

X1, Markovian Decision Processes: a lemma; existence and uniquenesny
Riccati equation; approximation in policy space; discrete
verslons} recurrence relation; min-maxi generalization of a
VonNeununn resul!

Index of Applications.

Name and Subject Index,
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Dynamic Programming: o Bibliography of Theory and Application
Bellman, Richard and Rebecca Karush

Santa Monica, The Rand Corporation, 1964, 140 p.
Rand Memorandum RM-3951-PR,

Preface.

Bibliog. :L.hy of Papers, 1946-1963 (alphabaetically by author).

Bibliogirphy of Books, 1950-1963 (alphabetically by author),

Author 1 tdex (Books).

Author Index (Papers).

Subject Index: allocation processes; calculus of variations;
communications and information theory; control processes; equipment
raplacement and inventory theory; game theory; maximization and
minimigation; multistage production and scheduling theory; optimal
routing and trajectory theory; mathematical physics; reliability;
search processas; sequential analysis; transportation processes;
stochastic variational processes; adaptive processes; analytic
results; computational aspectsj surveys.

Abbreviations,

61
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Dynamic Programming and the Calculus of Variations
Dreyfus, Stuart E,

' Santa Monica, Thu Rand Corporation, 1965, 511 p.
Rand No. R«441-PR, AD 468 205 and AD 470 877.

Abstract: 'A demonstration of the relationships between the calculus

of variations, a mathematical discipline concerning certain problems

of optimization theory, and dynamic programming, a newer mathematical

} approach to optimization problems. In addition to explaining an.

: contrasting the two approaches, the report shows that many results

E, of the calculup of variations become simple and intuitively apparent i
§

3 when examined from the dynauic programming viewpoint. In emphasizing

: the geometrical and physical insight afforded by this approach, the

Y study shows how these techniques can be applied, for instance to

s stochastic and adaptive varfational problems. It can be used in the
study of dynamic programming and other new mathematical formalismsj

in optimal control problems, such as the determination of rocket
trujectories, the correction of lgunch aerrors and inflight disturbances
! of spacecraft; and in the problems of optimal control found in

3 economics, biology, and the social sclences."

3 Preface.

; Swmmary.

E 1. Discrete Dynamic Programming.

, 11, The Classical Variational Theotvy.

III. The Simplest Problem.

IV, The Problem of Mayer.

V. Inequality Constraints.

VI, Problems with Special Linear Structures.
VII. Stochastic and Adaptive Optimization Problems. ;
Bibliography. !
Index, ’
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Dynamic Programming, System Identificatjion, and Suboptimisation
Bellman, Richard

Santa Monica, The Rand Corporation, 1965, 13 p,
Rand Memorandum RM-4593-PR., AD 616 780,

Abstract: "A discussion of the mathematical technique of dynamic
programming to obtain a best«fit approximation to a fun:tion that is
defined over some given interval. The author describes the use of
this wethod as an approach to the handling of a particular type of
pattnrn-recognition problem and to the appruximation of optimal
control policies.n

Preface.

Sunmaty.

1. Introduction.

1I. Adapcive Curve Fitting.

I1I1. Discussion.

1V, ldentification of Systems.
V. Suboptimization.

VI, Reduction of Dimenpionality.
References,
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Economic Analyseis
Working Paper

Norfolk, Armerd Forces Staff College, 1971, 523 p.

This draft volume is a working paper and is being developed as a
first source reference in support of Department of Defense
Instruction 7041,3, The additional references and bibliography are
not included in the draft, but will be included in the final hard
copy.

1. Fconomic Analysis: definitions; discussion; techniques; DODI
7041.3; article from Armed Forces Management.

I1. Accounting, Financlal Management: roles of financial executive;
primary functions; secondary functions; organizational procasses;
managerial accounting; analysis of funds; budgeting; financilal
management in government and business; the profit motive.

I1I. Analog Method of Cost Estimation.

IV, Benefit-Cost Analysis: problem; background; tradeoffs,

V, Correlation Analysis,

V1. Cost-Effectiveness Analysisg: definitions; background; marginal
utility of weapon systems; contrilutions by analysts,

VII. Cost-Estimating Relations.

VIII. Critical Path Method: military planning; wide application;

basic procedures; compress schedule; complicating elements.

IX. Delphi Method.

X, Engineering Method of Cost Estimation,

XI. Discounting: planning capital acquisitions; general framework
of analysis; estimating the variables; other methods; creference
problems.

X1I. Gaming.

XIII, Linear Programming: preliminary remarks; graphical solution;

linear programnming.

XIV. Marginal Analysis: theory of production and marginal products;
demands for factors (derived, interdependent); the production
function; marginal products (defined, as solution to distribu-
tion); maximizing profit; graphical depiction; law of diminishing
marginal physical product; least cost.

XV. Modeling: nature; design and use; types; evaluation; advantages.

XVI, Monte Carlo Techniques.

XVII. Operations Research: origin; basic concepts; methods; future;
examples.

XVIII. PERT: principles and applications; techniques.

XIX. Probability Theory.

XX. Quantitative Analysis: systems approach; scientific method;
uncertaiuty; objectives; alternatives; costs; modelsj criteria;
readings.

XXI. Queuing.
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XX11.
XXI11I.
XX1V.
xxvl
XXV3.
XXVil.

Regression Analysis,
Sengitivity Analysis.

Siwulaton,

Statiatical Inference,

Systems Analysis: background; principles and procedures.
Productivlity Accounting.

64-1
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Economic Analysis and Military Resource Allocation
Smith, T. Arthur, ed.

Washington, Department of the Army (Cffice, Comptroller of the Army),
1968, 182 p., AD 841 253.

"This volume considers the decision proucess in the Department of
Defense and its impact on Army plans, The role of Army plans 1s then
addressed in terms of the economic declsions that must be made and

the form and types of economic analysis uced to support these decisions.
Where methodology is developed, general models are described and their
implications discussed. This is the case in the development of resource
impact models for use in force planning and the development of resource
projects for hardware systems. In other instances, such as logistics
areas, maintenance and reliability coisiderations, and the broader
aspects of life cycle costing, model development has not reached that
general state. In these cases, the discussion centers on the impact

of policy on resource acquisitien and utilization and available
methodological techniques. 1In all instances, the cost side of the
cost-effectiveness equation is stressed. This emphasis ig a reflection
of the primary intent of the series, the iwmprovement of training and
the development of communications within the cost analysis community.v

Introduction (T. Arthur Smith).

Economic Analysis and Military Resource Allucation (f. Arthur Smith).

Economic Analysis of the Army Logistics System (Rex Brugh).

Peacetime and Wartime Costs in Cost Effectiveness Analvais (John
McClelland),

Army Force Cost Models « An Example (T. Arthur Smitb).

Whither Life-Cycle Cout? (Arnold F. Klick),

A Method for Relating Combat Vehicle Operating and Maintenance Cdsts
to Reliability and Maintainability Goals (R.J. Byer, C.F., Blozan,
W.T, Towles),

Management and the Systems Analysis Mys:lgue (Paul L. Peck, Jr.).

Cost Estimations For Conceptual Systems (David 0. Cochran),

Vehicle Cost Model (Johu L. Hamilton).

Cost Analysis Methodology for T53 and 135 Turbine Engines (John L.
Hamilton & Jamez T. Wermley .
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: . - Economic Analysis for Engineering and Managerial Decision-Making
: Barish, Norman N,
i
‘ New York, McGraw-Hill, 1962, 729 p.
g
5 "This book is directed co persons who are corcerned with aconomic
{ analyses and aims to present the basic reasoning and methodology of
b various disciplines which are important in decision-making. Tt 1s
! designed to be practical vather than theoretical, It is technique-
oriented. Mathematical symbolism is kept as simple as possible and
; derivations or proofs are presented only 1f they are simple and will
! illustrate the subject matter," Part 1: engineering and business
; decision-making (chapters 1,2); Part 2: costs (chapters 3«8); Part 3:
; methods Lor tangible evaluatlion of alternatives (chapters Y-12);
; Part 4: capital management (chapters 13-17); Part 5: determinations
i of minimum cost and maxJmum profit (chapters 18, 19): Part 6: risk,
A uncertainty, and intangibles (chapters 20-27); Part 7: elements of
% economlc measurement, analysis, and forecasting (chapters 28-35).

I. Introduction.

II, Objectives and Criterla for Lngineering and DBusiness Declslons.
111, The Cost of Operating an Lnterprise.

IV, Cost Concepts for Decision-Making,

V. Interest and Time Value of Money.

V1. Depreciation,

Vil, Profits, Interest, and Return on lnvestuents,

VIll. Income Taxes.

IX. Annual«Cost Comparvlsons.

X. Pregent-Worth and Premium-Worth Comparigons.

X1. Determination of Rate of Return.

XI1, Determinations of Equal Cosi and Peyoul.

XI1I. Capltal Investment and Theory of Plavuing.

X1V, The Enterprise's Assets and Sources of Funds.

XV. Sources of Future Capltal Funds.

XVI. Capital Planning and Budgeting.

XVI1. The Econnmy of Replacement and Retirement (Economic Life),
XV1Il, Minimum~Cost Functional Relationships,

X1X. Programming for Minimum Cost of Maximum Profit.

XX. Risk, Uncertainty, and lntangibles,

XX1. Descriptive Statistics, Probability, and Expected Costs,

XXII. Probability Digtributions.

XXI1I, Sampling and Confidence Limits.

AXIV. Model Building and Simulation.

XXV. Simulating Risk (Monte Carlo Technique).

XXVI. Walting«time (Queuing) Evaluvations. !
XXVII., Evaluating Intangibles, :
XXVIil. Economics ot the Uirm.
AXIX. Measures of Economic Activicy. ]
XXX, Time-series Analyses,

X¥XXI. Regression and Correlation Analynis.

IR
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XXX1I, Econometric Models, Demand Analysis, ard Sales Forecasting.
XXXI111. Bhorterun Cost Relationships.

XX1V. Break-even Analysis for Profit Planning.

XXXV, Long=run Cost Variations (Scale of Operations).

Appendix:

Tables: X% interest factorsj 1% interest factors 2% interest
factors) 3% interest factors) 4% interest factors; 5% interast
factors; 6% interest factorsy 8% interest factors} 10% interest
factorsy 12% interest facters; 15% interast factors; 20%
intereat factors; 25% interest factors; 30% interest factors;
40% interest factors; 50% interest factors; uniform-gradient
conversion factors (values of factors to convert a uniform
gradient, g, to an equivalent uniform payment, R); areas under
the normal curve; student's t distribution; random digits;
random normal numbers (Gaussian deviates).

Charts: single-payment compound«amount factors for various intereat
rates from 4% to 50%; single-payment present-worth factors for
various interest rates from X% to 50%; uniform-series compound-
amount factors for various interest rates from ¥4 to 50%;
sinking-fund payment factors for various interest rates from
¥\ to 50%; capital-recovery factors for various interest rates
from k% to 50%; uniforme.series presente-worth factors for various
interest rates from ¥4 to 50%; curves for determining probability
of observing d or less Poisson occurrences in a sample nelected
from a population having an average of ¢ occurencas per unit of
space or time.

Selected Bibliography.

Index.
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Economic Analysis of the Integrated Facilitles System (IFS)
Noah, Joneph W.; Robert P, Caldavone; Carl R. Wilbourn

Washingtor, Planning Research Corporation, 1969, 101 p.
PRC R-1209%, Volume IX, AD 872 133L.

Summary: "The economic analysis of the IFS addressas the total
tesource requirements and benefits associated with the development,
implementation, and operation of a CONUS-wide system. 'The study
results provide information' to aysess the impact of IFS on Army
resourcas, and to indicate the magnitude of benefits that will
accerue to the Army from IFS. The economic analysis should be viawed
as a tantative effort.?

TR T T AL

T e e T T S

. 1, Introduction: purpose; summary; report organization,

4 I1T. Methodology: costsbenefit analysis; limitations.

: I11. Development of Resource Implications of IFS: functional

: resource implications; ADP resource implications; total costs,
; IV, Potential Benefits: general; benefits measured; benefits not

} measured.

; V. Costw-Benefit Comparison: general; conclusions,
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Economic Analysis of Proposed Army Investments
Headquarters, Department of the Army

Washington, Department of the Army, 1969, 23 p.
AR 37-13,

1. General Policies for Proposed Investments: general (purpose,
scope and applicability, explanation of terms, objectives,
policies, responsibilities, references); concepts (time period

‘ covered by an economic analysis, present value, discount rate,

‘ uncertainty, adjustment for inflationary trends).

: 11, Investment Proposals for Weapon Systems and Research Projectst
general; application to weapon system- application to research
projects; exceptions.

I17. Administrative Instructions: general} preparation of Format A

preparation of Format A-l; Preparation of Format B,

Appendix., Definition of Terms.
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Economic Analysis of Proposed AWC Investmants and Other Resource ‘
Managemant Programs
Headquarters, Army Weapons Command
i
Washington, Army Weapons Command, 1970, 11 p,
AWCR 11.20, '

This regulation implements AR 37-13 and AMGR 11-34 and prescribes
supplemental policy, responsibilities, and procedures to be employed
in applylng economic analysis to the US Army Weapons Command decigion
process,

1. Purpose,

I1, Scope.

I111. General.

1V, Objactiver,

V. Policy. = \
V1. Responsibilities, ’
VII, Procedures,

VIll, References, :

0y
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Economic Analysin of Proposed Department of Defense Investments
Headquarters, Deparcment of the Alr Force

Washington, Department of the Air Force, 1969, 44 p,
AFR 172-2,

This regulation is applicable to all commands and separate operating
agancies. Tt implements the attached DOD Instruction 7041.3 and
requires the preparation and evaluation of economic analyses on
proposed Air Force investments meeting certain criteria. It
entourages the submisaion of an economic analysis when it has
aignificant iwmpact on budget juatification. It prescribes the
necessary policy, procedures and assignment of responsibllities
necessary for the evaluation of economic aspects of proposed invest-
ments,

1. Background,

11, Purposes.

111. Applicability and Scupe.

1V. Explanation of Terms.

V. Poliey on the Use of Economle Analysals in Invedstment Denlsions.

VI. Procedures for Praparing and Submitting Economic Analysen.

VII, HResponsibilities of i1Q USAF Diractorate of Budget,

VI11., Other HQ USAF Office Responsibilities.

1X. Command Operating Agency Ruaponsibilities,

Attochment 1. References and Ralated Divectives,

Attachment 2, DOD Instruction 704l.3, 26 Fabruary 1969, aund
Change 1, 26 March 1969.

14




Economic Analvsis of Proposcd Department of Defense Investments
OFfice of the Assintaut Secretary of Del'enge (Cemptroller)

Washington, Depactmant of hefense, 1969, 40 p.
BODI 7041.3.

This instruction establighes policy and procedures for conslatent
application of economic analysis tu proposed Department of Defense
{nvestmant projecta,

1. Purpose aud Objoectives,

11, Policy.

111, Applicability and Yecope,

1v. Definitions,

V, Procedures: general (equal benefits, equal cost, both unequal),
time periovds covered; presant valuap didcount ratej unrertatnty)
adjustments for {ntlation) criteria Tor vacommending and selecting
investmentay preparation and submission of (nvaaumant propuosals,

V1. FEtfective Date and Implementation,

Enclosure 1, Referances.

Encloaure 2, Dafinltions,

Eucloaure 3, Inatructions for Preparing Formats A, A-1, and B -

Sumnary of Project Costs and Banalits: gemaral; fovmat A
format A=l fovwut By project year discount {actovd,

Enclosure 4. Technigues of Reonomlc Analyslst general; use of tha

present valuve (discounting) teechnique,
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Keonomic Analynls of Pruposed Department of the Navy Investments
Office of the Secretury of the Navy

Washington, Depurtment of the Nevy, 1970, 40 p.
SECNAVINST 000,14,

This instruction implements LCD Instruction on Ecoromic Analyeis of
Vropsosed BOD Investmants, and astablishes policy and procedure for
conststent applicuation of aconomic analyais,

Referencan.

1. Purpose,

11, Cancallation,

111, Objectives,

IV. Palle}’.

V., Applicability and Seopa.

Vi, Definitiona,

Vi1, Proeedures.

Enclosuve 1. Definttions.

Enclosure 2, 1Instruetieny for Priparing Forowce A, A-1, and B .
Summary of Project Costs and Reneflits,

Encloaure 3. Techniquos of Econoimle Analysia.




Economic Analysis of Public Investment Decisions: Interast Rate
Policy and Discounting Analysis
Subcommittes on Economy in Government

Washington, "8 fongress (Joint Economic Committee), 1Y68, 25 p.

Abstract: "In this report, the Subcommittee on Economy in Government
presen:s its conclusfang on the application of discounting procedures
in Federal Goverument bureaues and agencies and submits 1its recommnenda~-
tions on this matter. The subcommittee arcepts without qualification
the proposition that consistent discounting procedures and appropriate
[ interest rate policy must bu adapted throughout the Federal Government
i 1f wise and economic Inveatments vre to be made, Testimony presented
' to the subcommittue demonstrated that such consistency is not now
i present. The sibcommittee recommends that no public investment be
| deemec "economie! or "efficient” 1f it fails to yleld overall benefits
which are at least as great as those which the same resources weuld
have produced {f left in the private sector, This report deals with
the optilmum discounting procedures to be used in evaluating the
aconomicy of public investments,n

W . TR

oG W T

1. Intevest Rate Pollcy and Discounting Analysis « An Abstract,
11. The PlanningsProgrammling-Budgeting System is the Means for More
Efficient Covernment Dectisions.
111, 'The Discounting Procedure Must be Used if Good Public Investment
Decisions are to be Made,
1V, Current Discounting Practices in the Vederal Agencles are Neither !
Adequate nor Conaistent.
V. The Appropriate Interest Rate Concept is the Opportunity Cost of
Uieplaced Private Spanding,
VI, The Current Risk«Free Interest Raute which should be Used for
Evaluating Public Investments 1w at leaot 5 percent.
VIi, All Federal Agencies should Establish Coneilstent and Appropriate
Discounting Procedures Utilisging an Appropriate Base Interest H
Rate Computed and Published on a Continuing Basis. !
Apponaix, The 88T and the Interest Rate: An example of the role
of discounting.
Separvate Viaws of Repressntative Patman, i
faparate Views of Senator fparkman, ;
Supplemantury Views of Senators Symington, Jordan, and Percy.
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Economic Aspects of Military Procurement and Supply
Subcommittee on Defense Procurement

Washington, US Congress (Joint Economic Committee), 1960, 125 p.

A report by the subcommittee appointed to conduct a study of the
impact of defense procurement and disposal policies on the economy.
This study follows the subcommittee hearings on "The Impact of
Defensa Procurement" which were held January 28-30, 1960,

Letter of Transmittai.

Conclusions and Recommendations: general; scope of activities;
quality of operation} attempts at progressy GAO findings}
recommendations.

Leonomic Aspects of Military Procurement and Supplyt: introductiong
general summary,

1. Scope and Economic Impact of Military Supply and Related Functions.

1T, Quality of Military Supply Management: studies and reports.

111, Congraessional Efforts for Improvement: management (top manage-

ment agencies); supply management} supply mansgement in DOD.

1V. Reorganizing the supply and service functions in the Army.

Appendix 1. Quotations from provious Joint Economic Committee Reports
raweffect of military procurement on the aeconomy.

Appendix 2. Conclusions on management of general supplies in the DOD.

Appendix 3., Legislative history of competitive bid statute.

Appendix 4, President Truman's letter on negotiated procurement.

Appendix 3. Correspondence re-cataloging.

Appendix 6. Address of Secretary Lovett to Assoclation of the US
Army, August 1960,

Appondix 7. Correspondence re-stock funds.

Appendix 8. Data on GBA-DOD responsibilities.

Appendix 9. Background on integration of common supply in DOD.

Appendix 10. General Eisenhower on defense policy affecting supply
management.

Appendix 11, Congressional Correspondence on integrated supply.

Appendix 12, Strengthening of National Security Act.

Appendix 13, Corraspondence on unified contract audit.

Appendix l4. Corrvespondence on integrution of electronics supply and
communications,

T4




Economic/Cost Benefit Analysis of Proposmed AMC Investments
Headquarters, Army Materiel Command

Washington, Army Materiel Command, 1970, 15 p,
AMCR 11-34,

This regulation prescribes policy and procedures to be employed in
applying the fundamental concepts of aconomic/cost benefit analysis
to the AMC decision process,

1. Purpose.

11, Scope.

111, Objectives.

IV, Poliey.

V. Responsibilities.

VI. Procedures.

Vi1, Economic Analysis in the Decision Process.

VI1I. Major Concepts and Techniques: resource impact; scope of
coveragei evaluating investment alternatives; role in manage-
ment process; present day valuej economic life; uncertainty;
adjustments for inflationary trends; documentation; cost
astimating,

IX. References.

Appendix. Techniques Used in Economic Analyses. Formats, Project

Year Discount Factors.
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Economlic Forecasting
Stekler, Herman O,

New York, Praegar Publishers, 1970, 182 p.

The studies in this book present tz-‘niques and empirical results

! which are relevant elther for evaiuating or for improving quantitative
i economic forecests,

I, Quantitative Wconomic Forecasts: Judgmental and Econometric
Nethods.

I1. Forecasting with Econometric Models.

1II. Evaluation of Ecunometric Inventory Forecasts.

IV, An Evaluation of Quarterly Judgmental Economic Forecasting,
‘ V. Econometric vs., Judgmental Forecasting.

? VI, Data Revisfons and Economic Forecasting.

i VI, Selecting Economic Data: Accuracy vs. Reporting Speed.

: VIil, The Federal Budget as a Short~Term Forecasting Tool,

R e

N 1X. The Future of Forecasting.

| Appendix to Chapter 1I, A Priori Information, Models, and Forecasting.
- Appendix to Chapter 1XI, Regression Estimates of Inventory Equations.
& Appendix to Chapter I1II, Inventory Anticipations Data.

i Index.
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The Economica of Defense in the Nuclear Age
Hitch, Charles J, and Roland N. McKean

Santa Monica, The Rand Corporation, 1960, 424 p.
Rand No., R-346, AD 243 098.

"Economics 1a concerned with allocating reasources - cheosing
doctrines, equipment, techniques, and 80 on - g0 as to get the most
out of available resources., Economizing means trying to nake the

most efficlient use of the resources avallable. A major purpose of
this report is to show the usefulness of this way of loocking at
military problems, We consider the economic problems of defense at
each of three rather gross levels: the quantity of national resources
available, now and in the futures the proportion of thase resources
allocated to national security purposes; and the efficiency with which
the resources so allocated are used by the defense departments,!

Part 11 the resources available for defenme (chapters 3<6); Part 2:
efficiency in using defense resources (chapters 7-12)} Part 3i

special problems and applicationas (chapters 13«18),

I, Defenua as an Economic Problem (introduction).

11, The Backgroundt Defense against What? (introduction).

111, Resource Limitations: specific versus general constraints;
role of GNP,

IV, Diverting ONP to Detenset How Big a Defenme Budget?: bLudgetary

provess} program versus object) program sise; military personnel,

V. Indirect Effects of bDefenasa Spending.

VI. The Economic Strengths of the Major Powerst problems of

international comparison) GNP; defenve budgets.

Vil., Efficiancy in Military Decislons: optimal, efficlent, and
feasmible positiona; one input, two outputs) two inputs, one
output) economic analysis; the requirements approach) thae
priovitien approach,

VIII, An Illustrative Application of Ecunomic Analysisi problem;
misglion| alternatives) contm} criterion} models and procedure)
results and conclusione, Appendix ow the models and the
computat{onns cost coefficlents| agpregution of chavnels)
optimising prucedures,

IX, The Criterion Problem.

X. Incomnensuvables, Unvercainty, and the Enemy,

X1, DProblams Assoclated with Tims,

XI1, Institutional Avvangemsants to Promote Effictuney,

X111, MiliLavy Resdaveh and Devalopment,

X1V. Logtutice.

XV. 7The Economios of Military Alllance,

XV1. Economic Warfare and Dinavmawant,

XV1il., Mobilieatilon, Civil Dafense, gnd Hecupevation,

XVILL, Chouosing Pollclen for Detervence,

Appendixt  The Simple Mathenatics of Mandndwation  dntieduck Long
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constrained maxima} economic efficiencyy nonlinear programmingi
the gradient method.

Bibliography,

Index.
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Efficiency and Economy in Government Through New Budgeting and
i Accounting Froceduras

Novick, Devid

Santy Monica, The Rand Corporation, 1954, 122 p.
Rand No. R.254,

"A provosal for a vew methud of budgeting and accounting for the
milicavy, including ¢ the financial procaess & constant attention
to ceat constiderations, cost comearigons, and anplyals theraof, v

S e e T T T T LT

b, introduction.

11, The Role ot Budgiting and Accounting: budget functions; accounting
functionyy budpeting, accounting, and operationg predent {-~deral
budget and propusal present Padera) accounting and propraal,

111, Cose Considerat tong in Weapona Svetems Analvsals.

IV, Rand's Cost Analysis Method:  malor elimenta I aperation; avcumu-
latiog tatal costy the digeipetlon hetween ty\ natiment snd auiual
operat ing expenditurasy present application) cumpayrisen of the

- two metheds) pogsibilities of genuval applicatton; genaval

e uperat i6ial censiderat iors,

3 V. Detallod Baseription af Rand Hethedolagy! investment cagt

: categarlesy ahnual spsrating cost citagorles.

VI Out Hne of Accounting Svatsm Frepoked 131 the U5 Alr boree,

Appundiz |, Briet History of the Federal Budget,

. Appandis 3. Ceding Atvuntyra for Coit Analysis of tha VA Aty Vorce,

' Appendin 1, femple Weikehaet Forms,
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LEficiency in Government through Systema Analysis, With Emphawin on
Water Resources Development,
McKean, Roland N. (The Rand Corporation)

New Yorl, John Wiley & Sons, 1958, 336 p.

1The inquiry deals specifically with the comparison of water-resourcu
projects, but the compurison of alternative operations or policies of
othar sorts invelvas many of the same problema, and the broader purpose
of the atudy Ls to asstat in the general wstruggle for aconomy, {in the
improvament of analyals {v povertmeant, 4nd in the extension of its use,
Part t:  introduction {~hapter 1Yy Part 2: song general proulems nf
analysts (chaptera 2-6)1 Part Vv apecinl prohleme in the analvals of
wuter-tesource projects (chapters 7-10)y Part 4: tha problemy as
{ilugtrated by specific analyses (chapters L1, 12); Part 31 other
puteantial uges of annlysls to increase governmental efficieney
(chapte-s 13, 14),

1, S8etting, Scope, and Plun ol che Study,
11, the Cricerion Problemy crdtavtay proskimite criterta) avb-
optimigation; common evrors; appropriate crituria,
[11. The Approprinte Alternatives: relevant context) raelevant
voursds) intevrslatisnshipu,
IV, tntengibles, Uncevtalnty, and tritexia,
V. Time Btreaeg and Critavia: tilme horimen) measurad in dollave; 1in
phvatedl units,
Vi, What Can Ba boner » Regapitulation
VIl, Critevia tn tha HSalvetiuvn of Wuter-Resource Projecte,
Vil Kinds ol Banelit and Coarry 8Bplilaver Bffects) technologloal
petuniary; eunelstaney; vanktng sf profects,
I, ®inds of Wenefit) Ovar-zeunting, and Hacandary Panafitsr  double.
gount bilg) sasundavy haneflta) treatment of taKew,
%, Valuatien ai Baneftts,
KU, coea Htoudy Yo (he ttreen RHivar Wutetehad,
HUE, rase Mudy 20 danta Mavis Pretees,
XKtil, Anatyute Tos Paefovmanca Budgetdr  An 1llustratiang
Hiv. Analettnal Alsds to tieverimantal Ernnomyr A Buvvey of Oppoartunittes,
Appendin e Pussible Cloaatiteatiune of Expawlituren by Progiam, and
Indleatove ol Performanca,
Bibltegraphy.
fublinhad Rand Raseareh,
tndau,
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Elamentery Statistical Analysis
Wilks, “amuel Stanlay

Princeton, Princetou University Press, 1948, 284 p,

1. 1Introduction,
11, Frequency Distributions: fov ungrouped and grouped measurements)
cumulative polygons graphed on probabilicy paper.
I11. 8Sample Mean and Standard Deviation: for ungrouped and grouped
measurement ; sinplified computation.
1V, Elementary Probabllity:  in simple vepeated Lrials; permutations;
combinatlongy caleulation; mathematical expectatlony geometyic
probability,
V, Probability Digtributionst discrete; continuous; mathematical
maniputation,
Vi, The Binomial bBistribution: derivation; the mean and standard
daviation,
Vil, The Polsson Distribution: derivation; mean and variance;
fitting to a sample distribution,
VIIE, Tha Normal Distribution, generval propertien) applications,
IX, FElemente of Sampling: from a fintte and an infinlte gppulationy
thooratieal sampling disveibutions of suome and differences of
sample means,
X Gonfidence Limile of Population Parameters,
XU, Statisitcal Signiticance Tests,
Xit, Toesting Randomivss in Samplest rvunsy qualicy control charts,
X111, Analysia of Paire of Heasurements: method of least squaresy
glmplifind computation ol coefficients for vegtressivn liney
ganerality of the wmethod,
Index,
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Elements of Defense Economics
Hitch, Charles J. and Roland N. McKean

Washington, Industrial College of the Armed Forcem, 1967, 167 p.

5
E

The purpose of this text {s to introduce thn gtudent to some of the
epsertial elements of economic analysis which have come to pliy a
vital part in Defenge management since 1961, Part 1t analyt(cal
and factual background (chapters 1, 2); Part 2: the resouvca
available for defense (chaptera 3, 4); Part 11 efficiencv v uging
defense resources (Chapters b-H),

. 1. Defense as an Economic Problem.

- I1., Defense Against What?

& 111, Resource Limitations.

I 1V, Diverting GNP to lefense: How Big a Defense Budget?

: V. Efficlency in Military Decisions: three geucral approaches;

: optimal, efficient, and feasible posltions; one input, two

: outputs) two inputs, ore output; the elements of an econom. -~

analysis; the requirements approachy the priorities approaci:

some misunderstandings; efficlency in the large versus effici ney

ﬁ in the smally kinds of military decisions,

' VI. The Criterion Problem: criteria; some criterion errorsy
appropriate criteria.

ﬂ Vi1, Incommensurables, Uncertainty, and the Enemy.

Vill, Problems Associated with Time; why discount; what ratej what

| value for future inputs and outputs; some practical dodges)
3 undervaluing future outputs,
F Concluding Obsarvations,

X Index.
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Empirical Cost Est{imates for Military Construction and Price Adjunt-
ment Factors
Headquarters, Department of the Army

Washington, Department of the Army, 1969, 13 p.
AR 415417,

This regulation provides aempirical cost estimates for permanent
military construction, area price adjustment factors, and unit cost
adjngtment chart.

1. Purpore.

11, Genernl.
11I. Explanation of Tables and Unit Cost Adjustment Chart.
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Estimating Cost Uncertainty Using Monte Carlo Techniques
Dienemann, Paul F,

Santa Monica, The Rand Corporation, 1966, 49 p.
Rand Memorandum RM-4854<PR., AD 629 082,

Summary: '"Suggested in this Memorandum is a ‘echnique for expressing
cost astimates of future systems as probability distributions to

reflect the uncertainty of the estimate. The impact of this infermation
is shown to be relevant to the decirion-making process. For the

purpose of the study, the relationship between the sources of un

certainty and system cost estimates is depicted as an input-output wodel.

Within thls {ramework, a procedure was developed Lo estimate probebility
distribution for each of the input uncertainties. From the input
distributionn, a Monte Carlo procedure is used to generate a series of
system cost estimates, A frequency distribution and common statistical
measures are then prepared from the set of output astlmates to

ascertain the nature and magnitude of the system cost uncertainty,

To {llustvate the proposed tochnique, a case study involving the cost
eatimate of a hypothetical alrcraft system with aiv-to-surface missles
18 presented."

Praface,
Summary.
I, Introduction: sources of uncertainty; relevance to decision-making
expressing cost uncertainty,
I1. Monte Carlo Techniques for Estimating Uncertainty: simulating
probability distributions; estimating system cost uncertalnty.
I11. Case Study: Individual Weapon System Cost Analysis: input
provability distributions; Monte Carlo simulatiou of system
cost uncertainty) case 1 (cost-estimating uncertalnty); case 2
(total uncertainty); conclusions,
IV. The Greater Froblem: Uncertainty in Cost/Effectiveness Studies.
Appendix A, Weapon System Cost Model Inputs.
Appendix B. Weapou System Cost Model Outputs.
Appendix C. FORTRAN Subroutines for Estimating Uncertatuty.
Bi{bliography.
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An Extended Concept of Model
Quade, E.S8.

Santa Monica, The Rand Corporation, 1970, 13 p.
Rand No. P-4427, AD 710 639.

A slightly abbreviated version of this paper will appear in the
Proceedings of the 5th International O.R. Conference. "The function
of a model in operations research is to 'predict and comnpave'; to
provide a logical way to forecast the outcomes that follow alternative
actions and, hopefully, to indicate a preference among them, A
mathematical formulation with which one can optimize is an extremely
valuable aid to this process., But it is not crucialy there are other
routes., What is cruclal to every decision process is reliance on
expert judgment and intuition., This reliance permeatan every aspect
of operations -« in deciding what apptoach is likely to be more
fruitful, in designing the model, in determining what the facts are,
and in interpreting the results., One greac virtue of model bullding
is that it provides a systematic, explicit, and efficient way to
focus the requiraed judgment and intuition,

A model, by introductng a precise framework and terminology,
serves as an effective means of communication, enabling analysts and
various experts to exercise thely intuition and judgment in a well-
defined context and in relation to each other. 1n addition, it
provides foedback to guide the participants in the revision of their
earliar judgments., It iy these feutures of the mndel that are
assentlal to its role in supplying a route from hypotheses to pra-
diction, not how explicitly it represents the rual world or whether
or not it provides a formal or quantitative scheme for optimisaticu,

"The author'!s contention is that “there ure advantages in uglng
approachas that sacrifice representation also. Thiws suggests taking
a broad view, accepting as a model any device that provides a loglcal
means to predict and compare the outcomes of alternative actions,
rugardiess of its representative features or how efficiont it is at
optimigation, Calling such a device a 'model! {in the context of §
operations research would help to counter the bias toward mathe-
matical models acquired by so many analysts through thelr education
and work with induatry."

Therae follows a discuasion of one such device, the Delphi
procedurae,

References.
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The Feasibility of Deriving a Cost/Effectiveness Formula for Man/
Machine Function Allocation
Connelly, Marilee N.

San Diego, US Naval Personnel Research Activity, 1966, 75 p.
Research Memorandum SRM 67-4., AD 619 674,

Abstract: "This report presenits a summary of progress nade in a
continuiny investigation into the feasibility of deriving a cost/
effectiveness formula for man/machine function allocation. A
preliminary cost/effectiveness formula is presented with an
evaluation of the sources and availability of the data irputs
required by the formula. Using & preliminary formula and methodology
as a banls for the analysis, it was concluded that adequate mrasures
of cost are available but that adequate measures of variable effective-
nesa have not yet been Jdeveloped. Dus to complexity of the cost/
effectiveness formula and to the lack of accessibility of input dJata,
a large amount of time and money will be required to perform function
allocation analvees. 1t was determined that the derivation of a
cost/effectiveness formula for man/machine function allocation is
feanible., At this time, cost/effectiveness analysis seems appli-
cable to most cases of function allocation and appears to offer a
reliable method for the allocation of functions between man and
machina."

Birlef.

1. Introduction: cost/effactivenass; purpose; scope of report)
ramearch approach; background (function allocation, the concept
of using cost/wffectiveness for function allocation).

11. Procedure: cost (equipment, personnel, utilising the cost

formula); effectivenesn.

111, Concluslons and Re:owmendations,

Appendix A. Branching Model of the Cost Formula.

Appendin B, Derivation of Cost Formula for Cont/Effectiveness

Function Allocation Decisions,

Apgendix €, Index of Symbols (Derived Order).

Appendix D. Index of Symbols (Alphabetica! Order).

Appendix E, Perwonnel Cost Klements Source Table.

Selected References.

Table 1. A Summary of the Avallatility of the Inputs of the

Preliminary Pwrsonnel Cost Formula,

84




Game Theory

Kahn, Herman und Irwin Mann

Sante Moriica, The Rand Corporation, 1957, 65 p.
Rand No. P.1166.

This is a draft of a report to be included as a chapter in a book
titled Military Planning in an Uncertain World, Topics include the
following: matching pannies, modified matching game, a game of ruin,
noley duel, silent duel, definitions and formal results, attacking

targets of unequal importance, the trader and the cannibal, n-person
games,

Bibliography.
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Games and Deciasions
Luce, Robert Duncan and Howard Raiffa

New York, John Wiley and Bons, 1957, 50¢ p.

This book attempts to communicate the central ideas and results of
game theory, and related decision-muking models unencumbered by

their technical mathemutical details. ;

1, General

Introduction to the Theory of Games.

17, Utility Thoory.

I1Y, Extensive and Normal Forw..,

IV, TwosPerson Zero-Sum Games,

V. ‘Two.Parson Mon-Zero-8iun Non<Cooperative Games. :
Vi, Two-Person Cooperative Games.

VII. Theories «f n~Pareorn Games in Normal Forn.

VIIL, Characteristic Functions,

IX. Bolutions,

X, Stability,

XI. Reasonable Outcomes and Value,

X11. Applications of n-Person Theory,

XIII, Individual Decision Making under Uncertainty,

XIV. Group
Appandix 1,
Appendix 2.
Appendix 3,
Sum Game.
Appendix 4.
Game.
Appendix 5,
Appaendix 6,
Appendin 7,
Appedix 8,

© st B S s <~

Decision Making.

A Probabilistic Theory of Utility,

The Minimax Theovem,

First Geometrical Interpretation of a Two-Person Zerow

Second Geometric Intavpretation of a Two-Person Zero-Sum

Linear Programming and Two-Parson Zero-Sum Cames.
Solving Two-Person Zero-Sum Games.

Gamea with Infinite Pure Strategy Secs.
Sequential Compounding of Two-Person Games.

Biblivgraphy.

Irdax,
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i A Ganeralised Cost Modei ‘or Military Syatems
Eltel, L. Prank

El Segundo, Aerospace Corporatilon, 1965, 8 p.
Report No, TOR-469(553C " )«3, AD 4B4 388,

Abptract: "The rapid development of complex schemes for estimating
the costs of military systems has obsuured the fundamental requisite
structure of uystems cost wodels, Vv this paper, some of the major
ralationships sreé restated symbolically to describe the major features
of these models and to psrmit & move loglcal development of the

1 general problem. The primory interfaces between system costing and

; the other related desipgn, planning, and analysis activities ave
discunsed with refereénce to tham requirements which these latter
sctivities place upon the cost wndal,n

TR ot e Ty

1. Introductiuvm.

11, dJdeneral Economic Models and Vefinitione.
111, The Bastic Estimatiung Tachniue.

IV. Comst ag a Function of Quanti:y,

V., Synthesising the System,

Vi. Financial Planning,

VIL, Economic Planning and Resource Constrainta,

87




Government Desision«Malting and the Theory of Cholce
Bmithies, A.

Santa Monica, The Rand Corporation, 1964, 11 p,
Rand No, P=2960. AD 607 584,

Discussion of the decision~-making processes in government and thae
importance of racognising that this process must he designed both

to determine the objective function and to achleve an efficient
allocation, The central purpnae of this paper ie “to denonstrate
the fundamental role of cholce among alternative cou-ses cof actdon
in government, decisionemaking, The process of chotice not only polats
to the most efficlent way to attain givean objectives, btut is basic
to the determination o the objectives themselves, Decision-making
thus Unvolves nut nerely determining how given objectives can ba
sttained at minimum costs, but also exploration of the variety of
ways in which resources can be effectivoly employed, Recognition

of the latter aspect of decision-making hus evoked » new set of
concepts such as program budgubing, cost effestivenesns, and systoms
avalysis. This paper attumpts to examine the nature of decision-
making in terms of stardard economic theory, and hopafully, to throw
1ight on the implications of the new vocabulary."
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Guide for Reviewurs of Studies Containing Coust-Effectivensss Analysis
Heymont, X.; O. Bryk) H. Linstone} J. Burmelr

McLean, Research Avalysis Uorpotetion (Economics and Conting
Nopartment), 1966, 67 p.

"o usslet in the review of studier containihg cost-effectiveness
analyses, a series of quevtions with explanatory notes have been
prepared, Thene questions, teken together, will not necessarily
cover all aspects of all cost-eiffsctlveness analyves. No on¢ general
list of questions can Jo that. Rather, the questlens are designed

to focus the attenllon of the reviewer on selected aspects to sssist
him in evaluating the analysis, All the questions are not applicable k
to all studies uud they are not necesasarily of equal importancé to .
those studies where they do apply » . +» This document is intended !
only as a guide and not as a full and comprehensive treatment of p1l
aspecty of comteeffectiveness analyniw,!

Foreward,

1. CGennral Background: introductinng cost-offectiveness avialysis and
the estimute of the situationy assencial elementm; the sbjective;
altermatives; coat{ modelsy criteriaj role of judgment; vsview ot

| studiea,

i 1T, Key Questionss statemant of the problumj assumplions; aslternutives;

i docuentation and dataj cost; relatlonships (wodels); aqual ‘

i effentivaness mechods; eoffectivensys; criteving cout-effuctivunens i

A

"

i curves; conclusions and vecommendutione, |
Y Qlowaary, ;
d Belected Quentions.

g Motiography,

N 1ndex,
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Guidebook for Bystems Analysis/Cost Effectivenems (Note 1)
ARINC Research Corporation

i Annapolis (Matryland), ARINC Research Corporation, 1969, 449 p.
) ARINC No, R00-01-01.937,

Purposet tu provide USAECOM personnel with a text and reference
material Iin systems analysis and coat effectiveness; intended for
technical, scientific, management and administrative pevsonnel

v respanaible for preparing {fnformution, making decisions or reviewing
[ decisiong regacding life-cycle cost, system effectiveness, or

i technical feasibllity of a system or equipment at any phase in its

| 1ife cycle.

1. introduction: definitlons) background; methodologyy applications;

limitat fong,

11, General Mathodological Approach to Systems Analysis/Cost
Effectivenoss Studies: Input informatton (Army Force Development,
Combut Development Objectives Cuide, Qualitative Materiel
Developmwaat Objective, Qualitative Materiel Requirement); defining
requirements and objuctivesy mission profileay critical
pertormance parametera; alternative systems (total system, system
configuration synthesis, state-of«the-art analysis); hardware
characteristics; evaluating effectivenass (availabiliry,
depandabllity, capability); measures of effectivoniess; models
(asoumptions, udequacy, reprasentativaners} uncevtainty, data,
validity, typeu)} affectiveness equiiions| cost equations (Rand
method, cost-estimating velationshipa, problems, application)y
exorcising the modely dectston model (optimization criterion, risk
and uncaertainty, optimiention techniques, leverage offecty,
interpretation),

111, Techniquest simulatiung queuing theory; sequencing avd marckov i
processna] dnventory and raeplacement) linear and dynamic i
programmingy pame theoryt Infuormation theory; analytaic nodels
(Lanchaster's equations, calculus of vartgtions); decisdion
theovyy cost-ent imating veluti{onships and confldunce fntarvals;
pupRrLonce turves| cost-sennitivity analysis,

IV, Basic Mathematical and Staristical Conceptsr probabilicy; algebxaic
privneiplos and formuless (counting principlews, permutations,
combinations, basle probabilivy laws, application to reliability),
probabilicy distributions (definitfonn, propertisme, parametors and
moments, discrete probability distributions, continuoun distri
butionag) | entimation (nonparametric, parametcic).

Appandix A, Glosanry,

Appendix B, DOD and AMC Divectives: DOD Divective 3200,9% AMCR 70-28,

Appandin ¢, Scotiuevical Tablew: wtandard normal vable} table of t

statisricy chi-aguarad table; tuble of F valuesy table of cxitical )
values; exponantial tabley table of 2/x(p,d); table of valuew of v¥
(ragquired numher of felloren)) tabile of v(X); contidence beltw Eor
proportions,
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Appondix D. Bibliography.

Appendix B, Guide for Reviewera of Studies Containing Cost«
Effecstivaness Analyasis,

Appendix F. An Bxample of s Recent Communications Cost«Effectiveness
Analystis.

Tndax.

Note 1t This document has also been published as AMC Pamphlet
AMCP 706-19], entitled: "Engineering Design Haudbook «
Systems Analysis and Coat-Effectivenesst!, Apvil 1971.
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o
] Guidelines for the Presentation of Army Cost Analyses
! Resource Management Corporation

Bethesda, RMC, 1970, 58 p.

i

RMC Draft Report UR-125.

E Prepared for the Comptroller of the Army, the body of the report itis
i addressed to the formation of guidelines for presentation of Army

; cost analyses, The organization of the report is in the form of

! three questions: To whom and for what reason are cost analyses

! presented? What analysis should support Army cost presentations?

i and What 18 to be presented? . . . Tha scope of the present effort

£ is limited to future weapon/support systems only, Additionally,

i the study is limited only to those types of decisions made by the

4 Chief of Staff, which do not necessarily correspond with the same
decisfons as the Office of the Secretary of Defense,!

I. Introduction.

I1. The Organizational and Decision Context of Army Cost Analysis:
current Army managenent of individual weapon/support systems;
senior officer materiel review board; selected acquisition reports;
aggregate management of Army Materiel; analysis of current
practices.

11T, Elements of an Army Cost Analysis Procedure; weapon/support

cost analysis cost tracking procedures; review of weapon/support
systems cost estimates submitted to COA/DA; system review; what
are the assumptions used in the analysis; force specification;
materiel and personnel specification; cost evaluation and cost
estimating tools; cost estimates; force structure analysta;
sengitivity and uncertainty analysis.

IV, Presentation Formats.
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Guidelines in Accumulating Financill Data on Future Weapons
Pardee, F.S. ; \ \
. i )
Santa Monica, The Rand Corporation, 1960, 46 p.
Rand Memorandum RM~-25B3-ARPA. AD 418 652, - !

Sutmary: rmWeapon system evaluation involves systematic and critical

examination of alternative means of performing specified military

tasks of missions. In this analytical process it 18 necessary not

only to measure technical and operational capability, but alsc to

obtain A rveasonable estimate of total financial requirements and the

variations from case to case, This paper attempts to provide '

guidance in collecting the financial data necessary to the evaluation,un |

I. \Background: ‘place of cost in the over-all gvaluation process; the
‘financiul data cycle; cost coucepts; the uncertainty isaue.
II.‘ Description: prime hardware; development and operational concept;
. program phasing; potentlal bottlenecks - state-of-the-art And
' resource shortages. \
ITI, Requirements for Financial Data: definitions; form 1 «
contrzactor and/or arsenal development, production, and support
(devalopment, production, support, industrial facilities);
form 2 - cradle-to-grave cost (research and development,
init:ial investment, operation, example of senhitivity analysis).
General Rexerences.
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How Much is Enough? BShaping the Defense Program, 1961.1069
Enthoven, Alain C. and K. Wayne Smith

New York, Harper & Row, 1971, 364 p.

"This book was written for three main purposes. The first ia to
record some of the valuable lessons regarding strategy, force, and
financial planning learned in the 1950's and 1960's and applied in

the 1960's in the hope that by doing so, they will not have to be
relearned in the 1970's, The mecond is to make a case for what we
helieve to be the proper role of the Secretary of Dafense: that 1is,
personally to grasp the strategic issues and provide active leadership
in developing a defense program that sensibly relates US foreign
policy, military strategy, defenmse budgets, and the choice of major
weapons and forces, The third i{a to incresse public understanding of

the uses of analysis in defense decision making and to help build
support for. its increased use.!

Preface,

1, Unfinished Business, 1961.

I11. New Cencepts and New Tools to Shape the Defgonyu Program,
111, Why Independent Analysts? |
IV, NATO Strategy and Forcen.

V. Nuclear Strategy and Forces.

Vi. Yardsticks of Sufficiency.

V11, Three Controveraial Program Decisions.

VIII, Some Problems in Wartime Defevnse Management,

IX. Unfinished Business, 1969,

Source Noteas,

Index.
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*The Impact of Discounting, Inflation and Residual Value on Life
Oycle Chrats of Weapon System Acquisition!
Johnston, MAJ John D,

United Scates Air Force, Assistant Chief of Staff (Studies and
Analysis), 1 May 1970, 32 p.

A paper presented at the fifth annual Department of Defense Cost
Symposium, held at the National Bureau of Standards, Gaithersburg,
Maryland, 24 March 1970, "The purpose of this paper is to point out
some of the fundamental economic considerations pertinent to
discounting, discuss some of the factors which impact on discounting
when applied to weapon system acquisition, present an example to
illuetrate the numerical implications, and draw a few conclusions."

Foreward,

Introduction,

The Impact of Discounting.

The Treatment of Inflation,
Planning Period and Residual Value,
Intangible Benefitu,

Summary ,

Bibliography.
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An Individual System/Organieation “ost Model

Surmeier, John J.} Jodie T. Allen; AV, Wittner; W.H. Bennatt; Alfred
D, Stementy Allan Akmar

McLean, Research Analysis Corporation, 1966-68, 3 Volumes, 333 p.
RAC.TP-183. AL 627 418, 820 645, 825 700, 825 701, 827 100,

Volume 1. Concept and Application,
Inttoduction.
Concepts of the Design and Use of Cost Models.
The 150C Model,
Example of a Specific Cost Model,
Example of the Use of the I30C Modal.
Volume 1I, Computer Program Design and Operation.
Computer Model Structure.
Data Preparation for the ISOC Model,
: Model Operation.
3 Volume T1I. The Tactical Air Defense (TAD) Model: a Time Phased
» 150C Application,
The TAD Model: Phase |
The TAD Model: Phave ..,
Volume IV, Review of Selected Applicationn,
Introduction.
General Description of the I50C Model.
Raview of Applications.
Typical Models and Specific Model Variations.
Detailad Descriptions of Belected Models.
Further Developments of the 150C Model.
Volume V, The Army Division Cost Model.
Introduction, '
The Army Division Cost Model - Its Characteristics and Applications.
The Division Cost Model as an 180C Application.
Inheritance,

Hypothetical Case Study ~ Costing Alternative Tank Programs.
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Individual Weapon System Computer Cost Model
Boren, HlEO. Je.

Santa Munica, The Rand Corporation, 1964, 166 p.
Rand Memorandum RM«4165-PR,

"This memornndum describes the pressnt atate of davelopment of a
computer model used to determine the resource reguirements associated
vith !ndividual weapon systems., The discussicn ia utiented toward
describing the artual operation of the model rather than the undar=
lying reasons for the methodology used."

Summary .,

1, Introduction,

11, Weapon System Cost Model - Ceneral Dascription,

111, Subroutine READ.

IV, Subroutine INDEX,

¥, Subroutine BASIC,

Y¥I, Subroutine PERSO,

Y1l. Subroutine APCO,

V111, fubroutine COST,

X, Subroutine ASMY,

X, Hubroutine OUTL, OUTR, and DUMP,

X1. Conclusiovns.

Appendix A, Fixedwpoint and floating-point number systeams,
Appendix B, Program Variables.

Appendix C. Sample Input Sheets.

Appendix D, FORTRAN I] Symbolic Prograin of Rand tost Analysis

Dajartment Irdividual Weapon Syatem Cost Model.
Bibliography.
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Taformation for Decision Making: Quantivative and Behavioral
Dimensions Happort, Alfred, Kditor

Englawood Cliffs, Prentice-~Hall, 1970, 447 p.

The book {8 addrensed to the informational aspects of management
systems. The primary objective i to relate advances in information
tachnology, quantitutive methods, and the behavioral sciences, to
the task of effactively designing and using decision-oriented infor-
mation systems. Part l: background and approsch (chapters 1, )y
Part 23 information for planning and contrrl (chapters 3.8); Part 3:
behavioval aspects of information (chapters 9, 10).

1. A Setting for Information and Decisionss the structure of
management decision theoryy accounting tor dacision making)
management mistnformation systems} basic concepts for uasigning
4 fundamental informatfon syarem.

11, Development and Use of Models: oun the art of modelingy conputer
simulation « a solution techniqua for mandgement problems;
heuristic models - mapping the mage for management,

111, Basic Framework for Planniug and Control: framework for analysis;
longrange planning = challenge t¢ management sciencey a program
of research in business planning,

1V. Coping with Uncertainty of Relevant Plamning and Contrel
Variablem: forwcasting considerstion in design of management
information systems; multiple reg«a: ion analyules of cost
bahaviory sensitivity snalysis s . Joclnion making.

V. Integrated Planning and Control Models - Selacied Applicecionss
simulation in financial planning) a linear programming model for
budgeting and financial planning; an accounting system structure
on a linear programming model.

VI, Information for Production and Marketing Decisions: costevolume
profit analysis under conditions of uncertainty; PERT/Cost - the
challenge; a design for tha firm's marketing nerve center,

VII, Information for Evalustion of Risky Capital Investments:
uncertainty and its effect on capital {investment snalyein; a
review of sama} stochastic decision trees for the analysiw of
invastment decisfonsy limit DCF {n capitsl bLudgeting,

V111, Decentralised Financial Control Systems; return on investment -
the relation of book yiald to truv yield; naow system for
divisional control; accounting implications of s mathematical
ptogramming approach to the transfer price problam,

IX. Motivational Information Systems.

X, Impact of Information on Necision Making.
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An Introduction to Cost-Fffect{veness Analysis
Crosme, Robert N,

McLean, Resedrch Andlyais Corporation, 1963, 27 p.
RA( Paper RAC-P-5. AD 622 112.

This papar 1is designed to show the bamlc theory underlying coste
effectivenens analysis and to be a beginning for devaloping the
tools and language that would permit greater ease in use and under-
standing of cost-effectiveness analysis,
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An Introduction to Equipment Cost Eptimating
Batchelder, C.A.j H.E. Borenj H.,G, Campbell; J.A. Deil Rossij J.P, Large

Santa Monica (Californis), The Rand Corporation, 1964, 121 p,
Rand Memorandum BRM-6103-8A, AD 702 424

Prepared for the Office of the Assistant Secretary of Defonse (Systems
Analysin) and dealing with the fundamentuls of cost analysis, This
memorandum conatitutes the introductory portion of a book on the
subject of military cost-estimating procedurvs,
pp. 77 and 121,

Bibliographies on
1. Cost~Fstimating Methods:
statistical approaches,

11, Data Collection and Adjustment: collection (litstorical, resource,
physical and performance characteristica, program); adjustment
(definitional differences, physical and performance considera-
tions, non-recurring and recurring costs, price-lavel changes,
cost quantity adjustments, other possible cost adjustments),
Statistical Methods in Development of Estimating Relationships:
simple linear regression (least-squares estimating, statistical
inference, pradiction intervals); curvilineayr analysisj multiple
regression analysis) documentation,
1V, Use of Cost-Estimating Relationships: characterisvics, hprdware
considerations, judgment,
V. The Learning Curve: the log-linear hypothesis (uanit curve,

cumulative average curve); nonlinear hypothesisj plotting a curvey
varlations: applications.

industrial engineering, aralogy,

111,
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An Introduction to Equipment Cost Lstimating (Note 1)
Large, J.P,

Santa Monica, The Rand Corporation, 1968, 139 p.
Rand Memorandum RM-5470-SA., AD 664 825.

Summary: "This memorandum discusses the fundamental problem of
estimating major equipment costs and suggests that for many purposes,
particularly for governmen: cost analysis, a statistical approach

is the most suitable. Tha kind of datz required and the adjustments
needed to make the data useful are discussed in some detail. The use
of regression analysis in deriving cost-estimating relationships is
described, but it is emphasized that unquestioning use of estimating
relationships obtained in this manner can result in serious errors.
The concepts unierlying the cost-quantity relationship generally known
as the learning cuive are presented along with instructions for its
use. Finally, the problem of. uncertainty in cost estimating is
discussed and a few suggestions for dealing with the problem are
included."

Preface.

Summary.

I, Cost«Estimating Methods.

II., Data Collection and Adjustment.

ITI. Using Statistics in the Development of Estimating Relatior.ships:
curvilinear analysis (logarithmic regression, second-degree
equation); multiple regression analysis; documentation;
bibliography.

IV, Using Estimating Relationships: understanding the estimating

relationship; understanding the hardware; judgment.

V. The Learning Curve: the linear hypothesis; nonlinear hypotheses;

plotting a curve; variations; applications; bibliography; appendix.

VI. Uncertainty: proposals for treatment of uncertainty.

Note 1: This is an earlier version of the Publication described
on Page 99.
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Introduction te Operations Research
Cisurchman; Chayles West; Huseall L, Ackotfy B, Leonard Arnoff

New York, John Wiley and Sonm, 1957, 643 p.

"This book has two objectives: (1) to provide operatichs resnarchers
with a bas{s for evaluating the field and for understanding its
potentialities and procedures, and (2) to provide porential
practitioners with a survey of the fleld and a basis on which they can
plan the furcher education requirved for competence with the metheds
and techniques," Part 1: dintroduction (chapteva 1-4)y Part 2: the
problem (chapters 4.6); Part 3: the mcdel (Chapter 7)4 Part 4,
inventory moduls (chapters B.10); Part 3; sllocntion models (Chapters
11.13)) Part 61 waiting-time wodels (chapters 14.16); Part 7
replacement models (chapter 17)) Part 8y competitive thudals

(chapters 18, 19); rary 9: ctesking, control, and implementation
(chapters 20, 21); Part 10+ adwinistration of operations research
(chaprar 227,

T+ The General Nuture of Operations Resaarch,

I1. An Operations Researel Study of a Hystem as a Whole.
ITI. Reaearch Team Approach to an Inspaction Operation,
1V, Analysfa of the Organization,

V. Formulation of the Problem,

Vi. Welghting Objeciives.

V11, Construction aund Solution of the Modal,

VIill, Elementary Inventorv Modals,

IX. Inventory Modals with Vrice Breaks,

X. Inventsry Models with Reatricriona.

XI. Linear Progrumming,

XI11. Thae Assignment Problem,

K111, Some 1llustrutians of Allvcstion Problems.

X1V, Queuilung Models.

XV, Traftfic Nelays at Toll Booths,

XVI. BHequencing Modelu,

XVII, Replacament Models.

XVIII. Tha Theory of Cames,

XIX, HBiddiag Modele,

XX. Data for Model Testing.

X1, Controlltng and Implemancing the Loluiiem,

XX1I., Belection, Training, aund Orgevdsation of Oprrzations Resoarch.
Autlior lndex.

Subject Index.
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% Totyoduct fon to Probability and Stutistical Dasciston Thesry
Hadlay, George

' Han francisco, Holden-Dey, 1967, 380 p,

I'his work 1s intended as & nodern introduction o probability and
atat‘atlcal decision theory for thoss with ne previsus training in

I these areas., ‘The Bayesian apprnrach to decision theary, based on the
; 4ae of prior probabilitfes and utilities, 1s cmphasized,

1, Fondatfons of Probabidity Theory: staifatical deuislon theoryy
mathemat {zal wodels) probability dnd relative frequencies)
probabiiity and the degree of rational beliety set theoryy the
eveut sety the basic probability modal; avaluatfon of the
probabilitles of the simple eventu; the came of equally likely

: simple eventi| sowe uimp?e rasultay randor variablea; expected
vielue of a rondom variable distributiov of a random variahley
the surmation vetationy functions ¢f & random variable; vaciance
of a random variable.

11, The Theory of Yiildtyy projectr; decision rulesy introduction to
uncertaintyy single atage, two stage, and n.stape lottariag; the
model of catlonal behavior; use of expected monetary valuaa,

] 111. Single Stage and Sequential Decisfon Problemy, and Thelr Solution.

' V. Single-Btaye Ducinfon Problem: the pormal form) the geunevsl
ningle stage invantory preblem) fvcremental analysing the ucrap
allowance problem) the uxpacted coat of uncertaintyi oppovtiniiy
lossy periodic vaview inventorv syatams; probabilities not knowny
mixed srrategies; gaometric intevprotation) Buyas' etrategy. ;

V, Additional Develnpments of Probability Theory:s decomponable
experimentny peoduct models; {adependencze; combinatorial aaalysisg :

the binomia) distributiong the Polsson disteibution; the Pascal

distributiong sampling anct hvpaygaomstric Jdiscriburion,
Condivi{onsl Probability Models snd Joint Dlstributions: Bayas'
law;s linsar comblnationg of vandom variables, %

VI1. Continuous Rundown Vuriabing: the normal distribution; treatment) !

rae o) enloulusy normal diverdbutione; pomma distributiong 1
;
]

e
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Vi

Joint and conddtional dennity tunctions) yeomobrie probabilicy

problame; Lineav combinations of rvandow vartables; the cantral
Hmit theorem; simulat lon,

VITL,  Use of Experiments in Dacision Problems.
1X. Connection with Clarsica) Heavistics: hypotheses testings
eptimitiony ervory of salectivon or massurement.

X. ‘The Poisson Pencaan:  mtochastic processes) the Poisson procesa
A W recurrent avoent PYOcRRg .

X1. Sequevtial Decipion Problemd) the backwdrd solutiong mult istags
inventory problemn.
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A Introduction to Hystems Analysis
Hoag, Maliolm W,

Santa Monica, The Rand Corporation, 19356, 21 p.
Rand Memorandum BM~1678. AD 101 071,

"This matertal was giveu as an orientation taulk to an Alr Force gioup
visiting Kand, {ts limited purpose 1s an elenentary exposltion of some
conceptual issues that ave relevant for a8 eritfcal understanding of
Systems Analysia, Muny cenceptual subtleties #ud all iesues of analytic
techniques are avolded." Any vational choice !nvolves the balancing

of objectives agaiust the cret of thely attoinment, This in tuen
involves several issues! determinecion eof relevant alternatives,
establishment of criteria, preparetion uf & "modelr, and interpeatation
of the results of analysis, The author appraachas sach one of these
issuss in this memorandum, then concludes with a reminder of the
fmportance of judgment, it is vary clzai that Rystems Avslysis aw
currently practiced, and probably as practiced in the Future, {s& mich
more an ort than a sclenca,t
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Introduction to Systeme Gost<Effectiveness
Reiler, Karl 111

New York, Wiley«Interaclence, 1969, 108 p.

An outgrowtl of lecture nhotes preparesd for courses in systems coste

effactivenens, with suggested reacings to depth studies of the
mathematics involved,

LB R,

Introduct fon,

L. Cost Factors: level of use; inheritance; research and develope
ment§ inpute; outputs (total, variable, fixed, average, marginal
roste; optimal returv putpuc versus optimsl efficlency output)

! relative activity levels; short-run, long-run costs); time

1 (¢imcounted cost, obtainabllity cost); parformance; geographic

1 location,

; 1I. System Cost Models: matrix wmodela; cort of elements; model

expanpion} minimizing total svstem cost} period costing; time

i phasing) fixed cost proration;y variable cost nonlinearity; cost

; modul aggregation; differential cost models; probabilistic cost,
E‘ 111, System Effect{voness Models: probability product modely basic

§ perfotmance (confidence limits, multiple performance parameters);

availability; reliabilicy; survivability (microunalysis, macro-
analysis); model expansionj maximizing total systom effectiveness;
period versurn mission effectiveness; time phasing; probabilistic
offeactiveness.

IV, Systam Comt-Effactivenesa Models: donain of feasibility;
homogeneity (time, geography, possesslon, scale)} ratio model
(optimal efficiency aystem versus optimal effuctiveness system);
indifference curve model (combination of two mystenms, combinatlon
of three and moL¥ than three systema, limitations); mathematical
programming) rtheory of gamea; probabilistin cost-effectivenessj
decision making and the cost-effectiveness rricverion (technological

advances, resource svailability, political sensitivity, psychologi=
cal stimulun),

Otliex References.
Index.
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Learning Curve Methodology for C:st Analysts
Datilaus, Frank and Joseph S. Roj

Rt C R A P

Washington, Headquarters US Army Materiel Command, 1967, 21 p.
AD 661 052.

"This paper puts down the main framework of necessary concepts in tle
application of the learning curve with appropriate references to the
literature. Experience shows that, at some point in an rnalysis, the
estimator is required to enter opinions because cf lack of data,
incomplete knowledge of the process or other causes beyond his

) control, The emphasls in this paper is to dlstinguish letween
mathematics and judgment; between calculatien and intuition; putting
cautions on the anaiyst to provide the reviewer with visibility as

to where one ends and the other begins. Topics include a description
: of the forms of the learning curve with distinctiouns among possible

) variables, varlous necessary calculations and conversions, fandamental
concepts related to the location of a straight line in two-dimensional
space, factors which contribute to learning in industrial processes

' and adjustments for spectal circumstances. The document was prapared
: to provide guidence to cost analysts in the US Army Mateciel Coumand.®

I. Introduction.

II. The Learning Model: description; applicability; deta collection

and uncertainly.

11I. Calculations and Conversicvis: fundamental relationship; power

exprossed as a slope; lot midwpoints.

IV, Log-linear Learning Curve Analysis: gaometry of the straight

line; regression analyais,

V., Factors Contributing to Learning: {mproved methods; management
learning; debugging of engineering data; production processes and
aslopes.

VI. Engineering and Other Major Changes: effect of engineering

changes; adjustment. procedures. A

VIi., Gonersl Conaiderations: detailed investigation} responsibilities I

: of the analyst.

b VIII, Sumuary. !

4 Appendix. Learning Curve. Regression Analysis. j

References. §
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Learning Curve Tables \ )

Volume I. 55-69 Percent Slopes

% Volume II. 70-b5 Percent Slopes'

Volume III. B86-99 Percent Slopes
\ Boren, H.E. and H.G., Campbell

Santa Monica, The Rand Corporation, 1970, 3 Vol, 919 p.
Rand Memorandum RM-6191-PR. AD 708 713, 708 714, 709 178,
\
"This memorandum ébmprises three! volumes of learning-curve data, \
including unit curve midpoints for plotting first-lot quantities.
. Accurate representation of the first-lot quantity i; important,
! because misplacing this point could Jead to incorrect conclusions
about the cost-quantity relationship. In the past, unit curve mid-
: points wete estimated by various approximation methods because the
i calculations to obtailn tabtes of true midpoints were complex and
: laborious. Now, through use of high-speed computers, such
) calculations can be made quickly and inexpensively. Accordingly,
3 these volumes were prepared to assemble all the information a cost

] aralyst is likely to need in using or plotting learning-curve data.™"

{ 1

;\ Preface.
Summary. \
1. The Learning Curve: the log~linear hypothesis; plotting a curve;

T T

derivation of midpoint, equations.
11. Use of Learning Curve: Tables.
111, Learning Curve Tables.
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Life Cycle Cout Modeling . .
Hamilton, John L. i ,

Washington, Army Materiel Corvanand, 1968, 21 p.
Technical Report 68-8., AD 684 335,

Abstractt "This report discusses the mathematical aspects of life
cycle cost modeling witl, emphasis on treatment of parameters, time-
phasing of models, and sensitivity analysis, Learning curves,
percentaga factors, and simple additive cost categuries are discussed.
General and specific time-phased equations with constant and changing
learning curves are presented in detail. The use of partial differential
3 . equations for msensitivity analysis ls Jdeveloped.®

oy

I. 1Introduction. A

I1. The Basic Model. ‘

111 Time-Phase and Non-Time Phase Implications of tha Model.

IV. Sensitivity Analysis.

V. Summary. \
VI. References,
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Life Cycle Costing in Equipment Procurement
Task 4C«5

Washington, Loglstics Management Inatitutae, 1965, 117 p.
AD 619 871,

This paper tidentifies anc satudies major categories of cost that are
incurred during the useful )lfe of equipmenty establishes the relative
importance of these categories with respect to life cycle costs, by
equipment types; develops methods for measuring and forecasting these
custs when procurement of a specific equipment type i{s being planned,
and guidelines for evaluating these costs in the process of reaching

a procurement decision,t

1., Introduction: relationship of life cycle costing to other studies)
relationshlp of life cycle costing to the competitive procurement
decisionj major area of study.

11. Summary of Conclusions and Recommendations.

I11. Findings and Analysis: scope of the logistics cost problem;

logistics cost categoriles; relative importance of logistics

cost categories; quantification of logistics costs (corrective
and preventive maintenance} inventory management; training;
inspection, installation, and checkeout; transportation;
documentationj operation); application of loglstics cost analyses
(feanibility of competition and logistics cost analysis,
utilisation of loglstics cost analywsis); problems of applications
of logisticas cost analysis (impediments to logistics cost analysie,
application of logistics coat analyses to formal advertising;
application of logistics cost analysis at the subcontract level);
alternatives to logistica cost analysis (detailed specifications,
plans, and drawings; failure free warranty.)

iV. Conclusions and Recommendations.

Erhibit 1. Analysis of Procurement Funds Obligated in FY 1964,

Exhibit 2. Analysis of Procurement Subjected to Price Competition.

Exhibit 3, Support Cost Categories.
Exhibit 4, Equipment Examined,
Appendix. Corrective and Preventive Maintenance Cost.

108

e R i s

fita “wiiling




bl e B 1§

Life Cycle Management Model for Army Systems
Headquarters, Department of the Army

Washington, Department of the Army, 19648, 54 p.
Pam 11.25,

This pamphlet supplements AR 11-25 (which prescribes the process by
which Army systems are developed, fielded, and modified) and provides
broad guldance for supporting activities.

I. General: purpose; objectives; description of the life cycle
management model} applicability; revision to modelj supporting
materials and publications; materisl requirements review
committea; machine processing of information under the life
¢ycle managemant model.

1I. Concept Formulation Phase: general; the Army and joint family
of plans; major Army studies; gvolution of 0CO, QMLO, ADO, QMR,
and SDR: the combat development objoctive guide; prerequisites
for contract definition; cost effectiveness analysis; basis of
issue, personnel and logistice planning; DA system staff officers;
prelimivary project manager charteri concept phase system status
evaluation; approval to enter contract definition.

111I. Contract Definition Phase: pgeneral; source selectiony approval
of contract definition contractors; analysis of trade cffs and
appraisal of development proposals} contract definition systems
status evaluation.

IV, Development and Production Fhaset general; development and test
plans and coordination; training planning; fund programming; test
plans and testing; prototype system characteriatice SSE; develop-
ment of doctrine and organfrations; development acceptance SSEj
program element and publications; production validation SSE;
production,

V. Operations and Disposal Phase: objectives; user field tests and
evaluations; review and revision of doctrine and organiEations;
overhaul, product improvement, and retrofit; revisions to the AMP
and the EDP; reclassification; disposal.

Appendix A. Life Cycle Management Model foxr Army Systems Flow Chart

Guide.
Appendix B. Narrative Explanations.
Appendix C. Abbreviations.
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Linear Programming and Assoclated Techniques
Riley, Vera and Saul 1. Gass

Baltimore, The John Hopkina Press, 1958, 613 p.
Bibliographic References Series No. 5.

A comprehensive bibliography on linear, nonlinear and dynamic
programming, containlng references to over 1000 items, an intermixture
of articles, books, monographs, documents, theses, conference proceed-
ings, etc. Closing date for Incluasion was June 1957. Alphabetically
by author, with s brief description of the work.

I, Introduction: mathematical summaryy introduction to the literaturej

baeic references.

11. General Theoryt mathematical theory; computational techniques;
methods for solving linear systems; linear inequalities and convex
sets} gama theory.

111, Applications: general survey; industirial applications; trans-
protation problems; assignment problems; contract awards)
military applicetions) agricultural applications) economic
analyses; prodiction scheduling and inventory control;
structural deeipn; equipment replacement; other applications.

IV. Nonlinear and Dynamic Programming.

Appendix. Author Ivdex.
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Linear Programming and Extensions
Danteig, George B.

Santa Monica, The Rand Corporation, 1963, 621 p.
’ Rand No. R=366-PR,

"This book 18 concerned with the theovy and solution of linear
inequality systems,"

I. The Linear Programming Concept.

11, Origins and Influences.

111. Formulating a Linear Programming Model.

IV, Linear Equation and Inequality Systems.

V. The Simplex Method.

V1., Proof of the Simplex Algorithm and the Duality Theorem.
VIii, The Geometry of Linear Programs,

VIIL, Plvoting, Vector Spaces, Matrices, and Inverses.
IX. The Simplex Meth.d Using Multipliers.

X, Finiteness of the Simplexr Method Under Perturbation.
E X1. Variants of the Simplex Algorithm.

I IR T

R L

XI1, The Price Cuncept 1n Linear Programming.

X111, Games and Linear Programs.

X1V, The Classical Transpurtation Problem,

XV, Optimal Assignment and Other Distribution Problems,

XVI. The Transshipment Problem.

XVI1., Networks and the Transshipment Problem,

AVIII. Variables with Upper Bounds.

XiX, Maximal Flows in Networks.

Xl The Primal-~pDual Method for Transportation Problems.

XXx1, The Weighted Distribution Problem,

XX1l1. Programs with Variable Coefficlents.

XX1'i. A Decomposition Principle for Linear Programs.

XX1v  Convex Programming.

XXV, Uncertainty.

XXVI., Discrete Variable Extremum Problers.

XXVII., Stigler's Nutrition Model: An Example of Formulation and
Solution,

XXVIII, The Allocation of Alrcraft to Routes Under Uncertain Demand,

Bibliography.

Index.
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Linear Programming Under Uncertainty
Danteig, George B,

Santa Monicu, The Rand Corporation, 1954, 18 p,
Ra“d NO. 9‘596 3

Summaryt "A class of linear programming models is considered where
the activities are divided into two or more stages. The quantities

of activities in the first stage are the only ones that can be
determined in advance because those in the second and later stages
depend on the outcome of random events. Theorems on convexity of

the objective (cost) functions are established for the general m-stage
case. A complete computational procedure is given for a special clasa
of twoustage problems in which allocations in the first atage are
mude to meet an uncertain but known distribution of demands occurring
in the second stage."
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Management and Mathematics: the Practical Techniques Available

Fletcher, Allan and Geoffrey Clarke

New York, Gordon and Breach, 1964, 235 p.

This book is designed to give the exucutive a wider comprehension of
the basic mathematics underlying the techniques of operations research,

computer applications, etc.

Introduction,

1. Linear Programming - tne Transportation Technique.
I11. Linear Programming - the Eiwmplex Algorithm,

111, Networks Methods.

1V, Program Evaluation and Review Technique,

V. Inventory Control,

VI. Forecasting Techniques,

VII. Queuing Theory.

VIII, Simulation.

1X. Replacement Theory,

X, Dynamic Programming.

XI. The Theory of Games,

X1I, Response Surface Analysis.

Appendix. Electronic Computers and the Development of
Centers.

Index.
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Management Sciences: Models and Techniques
Proceaedings of the Sixth International Meeting of the "nstitute of
Manszgement Sciences,

New York, Pergamon Press, 1959, 2 volumes, 1113 p,
Volume 1l: Sesslons 1=74 Volume 2t Sessions B-14,

Opening of the Conference.

Session 1. Management Economicst limits to the laws of integration
and specialization of labory choosing the best moment for overhaul;
on the theory and compubation of delegation models, k-elficlency,
functional efficiency and goals; the aptimum dividend rate;
operations research « experience in an underdeveloped economyj
the rule of economics in management sclence.

Session 2. Simulation: survey in simulation) integration of modelling
and simulation in organieational studias} on the feedback approach
to industrial systems design; simulation in dynamic modelas; a study
in planning -~ schaeduling uging simulation and linear programming
methods,

Session 3, Management Games: remarks on some experiments {n manage-
mant games; contributions and experiences in manugement games; o
decision game of managerial strategy as a research tool; the
appreclation of operational research through a management exercise;
business gaming in management sclonce educationj the future of
management gaming.,

Session 4. Decision Processes: pricing, Investment and games of
strategy; mathematical programming in nmarketing; linear programming
under uncertainty; the effect of forecasting errori on optinal
programming; the interplay between declsion makers; remarks on
linear programming with integer solutions.

Session 5, Computer Systems: automatic treatwent of information and
managenent; comparison of computer approach in Europe and Americaj
us4 of a computer 'gamma tambour! for the planning of a shop; a
computation for the bounded variables problem using FACOM 128 B} on
the analysis of structural proporties of largescale micro-economic
input-output modela.

Sesuion 6. Fundamentals in Management Fducation,

Sesaion 7. Productinn and Inventory Management: a model of {inancial
control of inventory in a complex organilzacion; determining cost
factors for an Inventory model; marginal analysis of lost sales;
plant production management; control of finished goods inventoryj
economic mspecty of Inventory control.

Session 8. Measurements in Management,

Segsion 4. Behavioral Sclences.

Session 10. Organigational Theory and Management Communications,

Session 11, Research and Development Management.

Sessiun 12, Long-Range Planning: a quasl-analytic method for long-
range planning; the state of the art in using long~range plans; on
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the long«range atudy of the investmente in the French Power Industry,
forecasting at the level of a fitm or & group of fivms,

Bession 13, Cene Histories,

Session 14, Methodologyt: management economics and opevations ressarchy
applied management sciences ressarch in a decentralisad induetriel
firm} wenagement decision making with vessarch information) wmarketing
strategy| operstions research approaches to sales incentives aud
distribution cost analysisj an operational approach to tha design of
workj problems of inventory under limited capacity; & wethod for
management .

Sumnation.

Appendix, The Institute of Management Hciences.

Indexes) author, subject (French), subject (English).
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Managaxial Eonnomian
Sponcer, Milton H,

Homewood, Richard D, I=zwin, tlilrd edition, 1968, 513 p.

1. Introduction: Rimk end Uncertainty: clessification of decicion
making) the concept of certainty; the concept of risky the concept
of uncertainty} a modern unalytical concept of management)
conclusion.

11, Approaches to Minagemenc Dectulon Making and Theories of the
Fiym: microeconcmice) linear programming; astatistical decision
wakings bahavioral scienas; theory of games; counclusions.

111, Foracawting: mechanical extrvapolations; barometrie tenhnigues)

opinion polling; econometric modelon.

IV Profit: profit theories) unresolved considuratinng in profit
theory) profit measurwnent; profit planning and sontrol.

V. Dematid: analvtical framework: pricej constructing elenentery
demand models) prices of substituter and complements; incoma
clusticity interrelatious,

VI, Produstion: ctheoretical produation funstionsy analytical frames
worki techniques of optimum input analyuis; thensey of reburas to
scade of plant,

VIii, Cout: nature a:d typeas; incremental; cost-cutput functions;

¢ost measurenent; statistical cost tunctions.

VI1Ii. Advertising.

IX. Pricing.

X+ Antitrust,

X1, Capitsl Budgeting.

X11, Capitsl Measurement and Finascial Poliay.

Y111, Bimulationty symbolic models; eome slmulation procassss.

XIV. Linesr Programming and Economic Analysis: elementaxy geometry
of linear programming) elamencery algebra of linear programping)
the dual problem; the generalized linear programming problem and
methocde.

Appandix. Discount Tables and Charts; Common Logavithms,

Index.
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Mathematical Analysis for Business Decisfons
Howell, Jumus Edwin and Daniel Teichroew

Homawood, Richard D, Irvwin, 1963, 320 p.

This book 18 written for the student or the buriness prectitioner who
noade to learn enough about the literature and understand recent
daveloprents in the several fields of business os well as to unders
stand and be able to world with the ever<growing number of gpeclallsts
who are becuming increasingly ifmportaat in buginess, industry, and
the government.

1, Elamentary Mathematical Relations: functions; graphs of fuactions

ard eyuations.

11, Hates of Changet slopw of a linu and rate of change; Limite and

cuntinuity; instantanecus rate of change,

111, Differeitiation of Functions: elementary differentiation
theorenis: compesite functiong; higher«order darivatives; tmplicit
futictionsy inverse functions,

IV, Optimiging Functions of One Variahle: Maxima and wmimina; solving

equations.

V. Applications of the Derivative: cases; breask-even analysis,

optimigation, and the marginal analysis,

VI, Algebraic and Transcendental Funcclons: exponents and

exponentialey logarithmic functicney algebrsic functiong.

VII. Multivarlete Functions: functione of saveral variables; partial
differentiation: theory of extrema for multivariate functions)
logranglan multipliers.

VIII. Summation and Integration: the definite integral as a uwumi the

fundamental theorem of the calculus; integration) avea,

tX. Probabilistic Models: random variableg and distrihubion functions;

discrete distribution functlons) an application of probubility
theory.

¥, The Mathematics uf Finance ani Acucunting: types of intevegty

uniform periodic payments; prerent valuej casan.

X1, Applicationa to Business Doclsionst casau.

XII, Livear Systems and Matrices: matrices) matrix solutions of
linear pystams} subscript notation; existence of un inverse;
linear regression analysiu.

X11I, Linear Programming: the linear puvogramming wodely o three-
product problem; additlornl iuformation from LP solutions;
