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SUBRJECT: XP-100 PISTOL AID M-600 RIFIE
LIFORMATION FOR PRICING DECISIOES_

" The attached information has been assemblad to assist in
pricing the XpP-100 Plstol and lModel 600 rifle. It ig based on

for pistol packaging, the 30-30 caiiber Tifle and other minor
Creases sinece thg original Project wag Prepared a year ago. It

these decisions: i

’ is assembled gg ¥you can judge on" the tvo bases Bormally used for

o Operative Earnings ang Operative Earnings ag percent of Net

Selling, based on fu11 book cogtg - Table 2.

" The econsmiesg for the l;ifle and pistol are mter-related. Ve
have tried to define the limiting eondition of thig inter-relationsuip

by developing information fop Pricing based on:

N Selling price for the Pistol and the rifle Presuming both .
are marketed, with the rifle in calibeprg 368, 222, and 30-30.

. Selling price for the rifle Presuning 30-30 caliber
Darketed,

. seliliilg Price for the Pistol Presuming rifie is not
at .

ER
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Supplementary details are covered in the attached discussion.

\\V." If it is decided not o market the rifle in caliber 30-30, an
Q' early decision can save about $95,000 Operations and Research costs.
N Only about $15,000 wvill have been committed out of the estimated
v $110,000 total eost to bring in this caliber, if the decision can

be reached vithin the next month or so..

Ve will try to ansuver any questions you may have concerning
the attached information. I will include a diseussion of this for
your consideration on the suggested agenda of the February Opoerations
Conmittee mecting.

D. E, Miller
Works Manager

20

Per Le D. Cox
LDCimg
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' DISCUSSION

XP~100 PISTOL AND MODEL 600 RIFLE
INFORMATION FOR PRICTNG DECISICHS

8 te of Proie AD=XP=700 Economics - Ta .

Table 1 shows the effect on the project economies of the
higher costs for the .30-30 caliber rifle, for the new pistol case
and for other minor manufecturing cost increases since the originai
Iroject estimate a year ago. The estimated cost of the pistol casa,
and its outer wrap and casing materials is approximately $3.10
compared to J.3% used in the project estimate.

The estimated Project Expenditure has inecreased from $672,000
to $738,000, primarily for more Operation and Research charges to
bring in the ecaliber 30-30 rifle. The increased Project Expenditure
can be handled without an additional part since it will be within
the permissible 107 overrun.

The anllocation of permanent investment for the pistol is
$6,000 higher and for the rifle $13,000 lowver that a year ago. The
sanme basis has been used to allocate the investment. Any equipment
used exclusively by the rifle or plstol 1s allocated 100% to the user.
Any equipment used by both is allocated 50% to each since the equip-
. ment would be required to produce each, Indepsndent of its volume.

Though less total equipment i1s being purchased, more of 1t is being
used for the pistol than was estimated a year ago.

‘ Only about $15,000 of the estimated $110,000 has been spent
tovard the 30-30 caiiber. If 1t 1s decided no% to bring out this
caliber, an early decislon will save in the range of $95,000,

Effe fs Price on Profit Mapx for Rifle Pistol - Ta D,

This information is based on full book cost and 1s equivalent
to that in the monthly Operative Barnings statement on which individual
model performance is Judged. The Unit Operative Earnings are
essentially independent of changes in the rifle or pistol volume.
The burden factors applied to the model costs are dependent on total
rlant volume (359,000 units) and the effect of a change in pistol or
rifle volume 1s negligible. .
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’ Effect of Selling Price and Volume on Fayout and Percent Return on
Iptal Copital Roquired - Figures 1 through k4,

Figures 1 and 2 - For the Pistol and Rifle, Resgectivaljr, Based on
Marketing Both, With Rifle in Calibers 308, 222, and 30-30
Per Project. -

These tvo figures are essentially straight forvrard. The
volume of sales to recover their Operations and Research
charges have been indicated as a measure of the time before
the project begins earning a return.

Pricing the licdel 600 faces the problem of cutting into

Hodel 700 ADL sales with the latter's higher profit margin.
The operative earnings of the Model 700 ADL based on
-pocl

put-of-pocket costs are about §27.40. The operative earnings
of the Model 600 rifle on an put-of-pogket cogt basis are:

Operative Earnings

Retail Selling Price (Based On Out-of-Pocket Cogts)
" $ 85 $ 16.
$ 95 $ 21,
8105 s 26.

® 115 s 3.

Figure 3 = For The Ritle, Based on Marketing the Pistol und
. Rifle, With Rifle in Calibers 308 and 222 only.

This information indicates the effect of abandoning the
caliber 30-30. The project expenditures are the sane as in
Flgure 2 except the Operation and Reosearch charpges for

the rifls assume only $15,000 expanded for the caliber 30-30
before abandoning 1t.

As an 11lustration, the project is based on selling 9,000 a

ear caliber 308 and 222 and 6,000 a year caliber 30-30. If

o Model 600 is pricad at $95.00 retall, the percent return
on total capital required from Figure 2 would be 27%. If it is
assumed the cgliber 30-30 is not marketed and only 9,000
caliber 308 and 222 would be sold, Figure 3 indicates the per-
cent return on total capital required would be 25%.

Figure & : - For The Pistol, Based on Marketing the Pisgtol Only.

In view of the pricing problem on the Model 600., this information
shows the effect of not marketing the Model 600. The Permanent
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g;gﬁiggg ?ﬁg ﬁeen charged against the plstol. The
for the Pistol and those sirbey opoct soo cred nelude those
and 30=-30 rifie. 4 eady spent for the caliber 308, 222

The 'tabulation below is b
ased on Figure 4
:.2% u;:lgi.ntghpréce relationship for '%he pisigg gl;og:rgh Sogolumo
orn on © totel capital required if the rifle is not

gg%gf ' gggaggﬂsm,nmc PRICE
‘ 3 RETURI!T 0;1 TOTAL
VOI:UME _CAPITf\f IIEAUTND Total
3,000 $130,00
0
5,000 $107.50
10,000 $ 91.50
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XP 720 Pistol ant %XT 13 Xifle

-

T€l0l with rylon stock an? RUfls with a wood

has been assured thgi sv. =

Stock are to be adied ts the run line, f2s2arzh Kas relezaczd acrroxinately

252 s

Y
foe
1

8% of the drawings to the olart for precessinr. soslete r

scheculed by Fepb. 1I.

Three projects will'de issvez. The fzcearch rrolzct is to cover the

distol and rifle deveTéom

Sots. 68 wood machines and a sederate request for standzird equicment far N

jo 2%

the pistol angd rifle,

The trelininary schedule indicates that the »istol sheuld >z re2ac- for a
January 1963 announzement. vz te the delivers of eguicment £ar the rifle
wood Stock introdusction will be delayer until the micdle of 17€3, Faoszisly

nowncement should be celayed until January 1346,

The plant needs the model nuners that will Se assigred to the Pistol and

Rifle so that process, tooling an! other recarss can ze Sorrectly set iz,
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