One page Description of Airborne Early Warning Command and Control Aircraft Procurement Cost Model

By Monique Anneker

Background – The subject of this model is an all weather, carrier-based, Airborne Early Warning (AEW) and command and control aircraft.  It extends task force defense perimeters by providing early warning of approaching enemy units and by vectoring interception into attack position.  Additionally, the aircraft provides strike control, radar surveillance, search and rescue assistance, communications relay and automatic tactical data exchange.  The purpose of this model is to provide a visual of the flow of funds over the life of the procurement. This model provides the gross Procurement cost of an annual purchase.  Through a slider, the user is allowed to vary the input from 1 to 5 units.  The reason for the limit of 5 is that the cost is representative of a contract which consist of annual buys of 3 and 5 units.  Beyond the 5 units, nonrecurring cost will increase.

Assumptions
    (Advance procurement of long-lead items has not been taken into account.  

    (All amounts are in thousands of 1999 Dollars

    (Nonrecurring costs stay constant in the range of 1 – 5 Annual Aircraft

    (Production support costs stay constant in the range of 1 – 5 Annual Aircraft

    ( Outlays mandated by the Office of the Secretary of Defense (OSD) are used.

    (The Outlays consist of: 16% of the funds will be spend during the first year of procurement, 38.5% during the second year, 31.8% during the third year, 6.4% during the fourth year, 3.75 during the fifth year, and

3.6% of the funds will be spend during the sixth year of procurement.

   (All funds are in Then-Year 1999 dollars; inflation for purchases beyond 1999 are as mandated by OSD for Aircraft Procurement, Navy - APN-1.

Variables:  Airframe, Mission Electronics, Government Furnished Equipment (GFE), Support, Nonrecurring cost, Budget, P-1 Cost (procurement of the aircraft before advanced procurement of long-lead items), Year (input slider), Inflation factors, Procurement Funds, Mission Electronics
Explanation of Context for the Model - The model simulates the flow of the cost of an Annual purchase of an aircraft.  The main cost drivers are the airframe and the Mission Electronics.  The Airframe is made up of the cost elements of labor, which can be subdivided into Manufacturing, and Engineering labor with Overhead costs added, Labor with overhead cost added, and General and Administrative costs.  The Airframe is in the “Air” Sector.  The quantity of aircraft procured is determined by the user via a slider.  The Mission Electronics cost is in the “ME” sector and consists of the Mission Computer unit, the displays, a negative cost for savings due to refurbishment of the units and a cost for Engineering Change Proposals.  The quantity of the aircraft procured is a ghost from the “Air” Sector.  The “TOT GFE” Sector consists of equipment the government purchases and furnishes to the prime contractor.  This sector is divided into Engine and accessories, Electronics, Instruments, Aircraft equipment, and Ordinance. The quantity of the aircraft procured is a ghost from the “Air” Sector.  The “Escalation” sector consists of the Budget which is the procurement cost in 1999 Dollars, the outflows mandated by OSD over 6 years, and the total amount of money the contractor will receive  (KTR).  The table shows these flows over six years.  The Budget is equal to the P-1 or procurement cost.

There are two sliders in the model:  

QTY which allows the user to input the quantity of aircraft to be procured

YEAR which allows the user to input the year of the procurement.

The main screen shows how the P-1 or procurement cost is made up of Airframe (Stock), Government Furnished Equipment (GFE)(Stock)), Nonrecurring cost - a constant (Converter), Production Support cost - a constant (Converter), and Mission Electronics (Stock).  The P-1 Cost (Flow) flows into the Budget (Stock) where depending on which Year (Slider-Converter) has been chosen, Inflation (Inflation Factor = Converter with IF THEN ELSE statement) is added.  The Inflated Budget (Flow) then flows into the Procurement funds Stock.
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