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SUBJCTs XP-100 PISTOL AWID M-600 RIFLE
IIFORMATION FOR PRICING DECISIONS

The attached information has been assemblad to assist in
pricing the XP-100 plstol and lodel 600 rifle., It is based on
Janunary, 1963 estimates of project expenditures and product costs
prepareé by Research and the Plant, and reflects the cost increases
for pistol packaging, the 30-30 caiiber rifle and other minor
increases since the original project was prepared a year ago. It
is assembled so you can Jjudge on thoe tuo bases normally used for
these decisionss |

» Parcent return on Total Capital Required and Total Sales
Required to Recover Project Expenditures, based on out-of-pockot
costs - Table 1 and Figures 1 through 4.

. Operative Earnings and Operative Barnings as percent of Net
Selling, based on full book costs - Table 2.

" The economies for the rifle and pistol are inter-related. Ve
have tried to define the limiting condition of this inter-relationship
by developing mi’crmation for pricing based on:

N Selling price for the pistol and the rifle, presunming both .
are marketed, with the rifle in calibers 368 222, and 30-30.

. Selling price for the rifle presuming 30=30 caliber is not
marketed.

. Sglﬁlng price for the pistol presuming rifle is not mariceted
a .
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l Supplementary details are covered in the attached discussion.

\.lw’ If it is decided not to market the rifle in caliber 30-30, an
\\ early decision can save about $95,000 Operations and Research costs.
s Only about $15,000 will have been committed out of the estimated
y £110,000 total eost to bring in this caliber, if the decision can

be reached within the next month or so.. :

Ve will try to answver any questions ysu may have concerning
the attached information. I will include a diseussion of this for
your c¢onsideration on the supgested agenda of the February Oporations
Committee meeting.

D. E, Miller
Works Manager

20

Per L. D Cox
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DISCUSSION

XP-100 PISTOL AND MODEL 600 RIFLE
INFORMATION FOR_PRICTNG DECISIONS

3 te_of Proie ADeXPa700 Economics - Ta .

Table 1 shows the effect on the project economics 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
project estimate a year ago. The estimated cost of the pistol case,
and its outer wrap and casing materials is approximately $3.10
compared to J.34% used in the project estimate.

The estimated Project Expenditure has increased from $672,000
to $738,000, primarily for more Operation and Research charges to
bring in the calidber 30-30 rifle, The increased Project Expenditure
can be handled without an additional part since it will be within
the permissible 109 overrun.

The nllocation of permanent investment for the pistol is
$6,000 higher and for the rifle $13,000 lower that a year ago. The
sanme basis has been used to allocate the investment. Any squipment
used exclusively by the Tifle or pistol 1s allocated 1002 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 1s being purchased, mors of 1t 1s being
used for the pistol than was estimated 2 year ago.

Only about $15,000 of the estimated $110,000 has been spent
tovard the 30~30 calliber. I 1t is decided no% to bring out this
caliber, an early decislon will save in the range of $95,000.

Effe fs Price on Profit Mor for Rifle Pistol - Ta 5,

This information 1s based on full book cost and 13 aquivalent
to that in the monthly Operative Barnings statement on which individual
model performance is judged. The Unit Operative Barnings are
essentially independent of changes in the rifle or plstol volume.
The burden factors applied to the model costs are dependent on total
plant volume (359,000 units) and the effect of a change in pistol or
riflo volume is negligible. .
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’ Effect of Selling Price and Volume on Fayout and Percent Return on
Tptal Copital Required - Fisures 1 through Y4,

Figures 1 and 2 « For the Pistol énd Rifle, Resgectivaljr, Based on
Marketing Both, With Rifle in Calibers 304, 222, and 30-30
Per Project. -

These two flgures are essentially straight forvard. 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 lodel 600 faces the problem of cutting into

lModel 700 ADL sales with the latter’s higher profit margin.
The operative earnings of the Model 700 ADL based on

out-of-pocket costs are about $27.40. The operative earnings
of the Model 600 rifle on an put-of-nogcket epgt basis are:

. Operative Earnings

Ret=1l Selliine Price (Based On Out-of~Pocliet Cogts)

"~ $ 85 $ 16,

$ 95 $ 21.

8105 $ 26.

. 2115 w 31.
Filgure 3 | - For The Rit¥le, Based on Marketing the Pistol :inui

. 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 a3z in
Figure 2 eoxcoept the Operation and Research charges for

the rifle 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

e Model 600 is priced at $95.00 retail, the percent return
on total capital required from Figure 2 would be 27%. If it is
assumed the csliber 30-30 i1s 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 U : -~ For The Pistol, Based on Marketing the Pistol Only.

In view of the pricing problem on the Model 600., this information
shows the effect of not marketing the Model 600 The Permanent

03019
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Investmont includes all the new equipment used for the

plstol if the rifle 1s not marketed. Any equipment purchased
for the rifle which could be profitably used for othor

modoels has not bean charged against the plstol. The

Operations and Research charges to be recovered include those
for the pistol and those already spent for the caliber 308, 222
and 30~30 rifle.

The tabwlation below is based on Figuore 4 and shous the volumo
and selling price relatlonship for the pistol to earn 20%
return on the total capital required if the rifle is not

nmarkeotsde.
XP-100 ~ RETAIL SELLING PRICE
PISTOL FOR 20% RETURIl O ‘TOTAL
VOLUME CAPITAL RENU'IRID
3,000 $130,00
5,000 $107.50
10,000 $ 91.50

R2503020
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. X -¥P-700-2
XP-100 PISTOIL AND 1<-600 RIFLE

PROJECT AD-X

COMPARISON OF ORIGINAL & CURRENT TIIIRD YEAR
IECOMOIIICS BASED ON FPOJECT SELLING PRICES

OUT OF POCHEI COST BASIS
Original Project

XP-100 H-600 Riflo  Total
Pistol 308  30-30%
222
Quantity 3,000 15,000 18,000
Rctail Selling Price, $75.00 $85.00
Net Selling Price $40.37 U5
Net Sales ® 121 § 686 § so7M
Cost Of Goods g\ _Lo8M 2w
Ovcrztive Barnings & W $ 27an $ 3264
Ret Eernings $ 20* $ 1250k 8 14ms
Investment
Permonent ’Allocated) $ 791 $ 1014 & 1801
Worliing Capital Bat 3991 '+81M
Total Capital Required ¢ 161 $ Soms $ 661M
Perceut Return On P
Total Capital Required 144 25% 22%
Cperations & Research Costs 4§ 2154 g
105 & 222 & 228M 228M
20230 - 494
.::,:.l Project Cost e — —_—
{farzanent Investment S 294 $ 3701 & 8724
.7 Operations and
- zhareh Cor*r)
. [~oduction c3s% azcuncd same as 303 snd L222

* . austed for 6\ 421 Oiher Sxpense icte Instead of 83

)

Present Estimate At

' rolact Selline -
ST VN FY TR

Pistol 308 30-30
222
3,000 9;ooo 6,000 18,000
§75.00 §$85.00 485.00
#+0.37  $u5.m ¢S4
5121  § wiaM § 27§ .8o7M
< ooy 263 183  $_ 4936
G 3Lt § v § o § 27
¢ 1M & 68 ¢ LIM 122
$ 854 4 88K ¢ - $ 173
83N oM 1704 5024
$ 1608 3 337M ¢ 170M g 67M.
84 20% ud 184
$ 2224 ¢ 222
g 233 233M
110M 1108
6 307§ 321 § 1108 § 738K

1y, Bffeet VWhen Oripinal Project Was Prepare?
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geoeosed

FHUU LU L A=Al =fUU=Z
EFFCCT OF SELLING PRICE ON PROFIT MAR

XP-100 PISTOL AND MODEL 600 RIFLE
FULL BOOX COST BASIS

GIN OF

UNIT COST DATA PER M&S ESTIMATES OF JANUARY 16, 1963

Retall Selling Price

XP-100 PISTOL

®

$75.00 * $85.00 $95.00 ]039.90 $105,00
Net Selling Price 10,37 45, M 5113 %82 56451
G m1S Fastony 39400 39.00 39.00 39,00 39.00
Selling & Adm. 3,84 4.35 4.86 51 5.37
Regsarch 121 1293 L2 .70
Total : $uke .09 P72 $45.39 74573 $ b6.67
Unit Operative Earnings ( 3.68) 1.02 5.7 B8.22 1044
% Of Net Selling . ( ,é%) 2% - p 119 15 18%
MODEL 600 RIFLE
Retail Selling Price £85.00 * $95.00 $105.00 $115.00
Net Selling Price L5724 51.13 56.51 61.90
Caliber 308 30-30 308 30-30 308 30-30 368 30-30
222 222 222 222
Cost of Goods

Full Factory

Selllng & Adm.

Researeh iﬁ% _:{_33
Total 5.2 §h8.12
Unit Operative Earnings 32 ( 2.38)
% Of Net Selling - (5%

* Retall selling price used in Project.

H » O L ]
333.36 $42.40

4,86
2.2 1.3

$46.09  $48.79
5,0l 2.3%
103 34

$39.70 $42.40
9437

5.37

: 270
$u6.77 S49.47
9.7% 7.0
178 12

SR e
1.86 1.8¢
$L7.44  $50.1k
kM6 11,76
23% 197

y€0Z010 ¥ ITvs3Ud - yaguve
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XP 720 Pistol ant XT 13 Rifle

-

has been assurmad thal.lbo =€t ! with nylon stock and Rifle with a wood

Stock are to be adied ta the cun line, Tes2arch has releaszd aooroxinately
824 of the drawings to thz plart for processing. locletz relzasz is

scheduled by Feb. 1.

Three proujects will' de issvez2. The Secsearch rrcject is to caver the

sistol and rifle develdvhens:

Snts. 6% wood machires an

the pistol and rifle,

The treliminary schedule indicates that the nistol sheould -z r22d for a
January 1963 announzement., Duz te the Zelivery of eguicment £ar th2 rifle
wood Stock introdustion will Se delayed until the middle cof 1743, Fossidly

announcement should be delayed until Janvary 173k,

The plant needs the model nunfers that vill be assigrned tc the Pisinl and

Rifle so that process, tooling anl other recards can Ze correctly set iz,
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