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Original publisher: Monterey, Calif. : Naval Postgraduate School, 2003. OCLC Number: (OCoLC)54901527 Subject:
Life cycle costing. Excerpt: . . . Balancing Total Ownership Cost Goals That Are Conflicting-Successful program
management includes the ability to achieve balance within a program. Indeed, program 4 managers are
directed by DoDD 5000. 1 to manage their programs in a balanced way. Facets and perspectives that need to be
balanced are manifold. Four elements of TOC that require balancing are development costs, procurement
costs, operating and support costs, and disposal costs. Development costs, the expenditure of resources during
system development, may pay oF in terms of reduced production and or sustainment costs; producibility
studies may save significant manufacturing costs, and reliability testing early in a program may avoid
sustainment costs over the service life of the weapon system. Occasionally, procurement or production cost
constraints may conflict with sustainment cost targets; for example, heavy pressure to reduce production costs
may lead to the selection of components that are inexpensive but not reliable. Such choices would reduce
production cost but increase sustainment costs and very possibly result in an increase of Total Ownership Cost.
When such cost goals conflict, a reasonable metric for maintaining balance would appear to be minimization
of Total Ownership Cost, i. e. , life-cycle cost, but oIen, TOC is sub-optimized due to these competing pressures.
Balancing Cost, Schedule, System Performance, Sustainment, Quality, and Risk-In the same way that
ownership cost goals must be balanced and harmonized, system solutions must be found that balance Total
Ownership Costs against procurement cost goals, program schedule goals, system technical performance,
equipment quality, ease of maintenance, and availability. DoD is relying on sophisticated, soIware-intensive
systems to improve survivability and lethality, but software is susceptibl....
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