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SUDJC:CT: XP-100 PISTOL AlJD H-600 RIFLE 
IilFOPJ·1ATIO:N FOR Pnrcnrn DBCISIOUS 

· The attnched 1n£o:rniation has been assembl~d to assist in 
pricing the XP-100 pistol and HodeJ. 600 rii'leo It is based on 
january~ 1963 estimates of project expenditure$ and product costs 
prepo..rcd by Research and the Plant1 and reflects the cost increases 
:for pistol pacltaging, the 30-30 ca.Liber rifle and other minor 
increases since the origina1 project "\·sas prepared a year ago. lt 
is assembled so y:iu cnn judge on the tuo bases normally used for 
these decisions: 

• 

• 

Percent return on Toto.1 C~pitnl Required and Total Saleg 
Required to nec~ver Project Expenditures, bnsed on out-o.f-p::>ckot 
costs - Table 1 and Figures l through ~. 

Operative Earnings ond Operotive Earnings as percent cf Hot 
Selling based on :f'ttl.l book costs - Table 2. , 
The econo!:!ics for the rifle and pistol are inter-related. \·le 

have uied to define the limiting condition of this 1nter-rel.tition:ll1ip 
b~ developing informatiDn ror pricing based on: 

.. 

• 

Selling price £or the p1st::>1 and the ri.fJ.e presuoing both . 
ox-e marketed, with the ri1'l.e in calibers 303, 222, and 30-30. 

Selling lU"ice !'or the rifle :presuming 30-30 cal.1.ber is not 
marketed. 

Selling price for the pistol presllt:line rifle is not l!llll'lmted 
at all • 

-----~---_--__ -- - ---------. 
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Supplementary details are covered in the attached discussion. 

If it is decided not to marltet the rif'le in caliber 30-30, an 
eurly decision can save a.bout $95',000 Operations and Research costso 
Only about $1,,000 td11 have been committed out o:r the estimated 
$110,000 total cost' to bring in this cal.ib~, if the decision can 
be reached u1.thin the next. month or soo. 

\'le will try to ansuer any questions you may have concerning 
the attached i.nf'ormation. I \-Jill include a d1seuss1on of this for 
your consideration on the suggested agenda o:r the February Opora.tionz 
Coilltlittea meeting. 

LDCims 

D. E. Hiller 
W orlts Manager 

z:~~ 
Per L. D. Cox 
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DISCUSSIOH 

XP-100 PISTOL AND MODEL 600 RIFLE 
WFOR\'iATION FOR PRICilTG DECISIONS 

Revtsed Estmate of P1•oject f\.D-XP-700 Econ::ir.iics - T~bJ.e l. 

Table 1 shows the ef'fect on the project economcs of the 
higher costs :for the .30-30 ca.l.iber rii'le, for the nev pistol c~se1 and £or other minor zu..anui'actur:i.ng cost increases since the orig1na..J.. 
project estiI?late a year ago. The estimated cost 0£ the pistol case, 
and its outer wrap and casing materiaJ.s"is approximately $3.10 
compared to c.3~ used in the project estimate• 

The estimated Project E~penditure has increased free $672,000 
to ~738,ooo, pril::larily ror more Operation and Research chn..rgos to 
bring in the caliber 30-30 rifle. The increased Project Expenditure 
cnn be handled u1tl1out nn additional part since it will be '11thin 
the permissible io% overrun. 

The nllocation o~ perm:ment investment for the pistol is 
$6 1 000 higher and .for the rifl~ $13,000 louor that a year ago. 'rho 
saz:te basis has been used to aliocate the investment. Any equipment 
used exclusively by the rifl.e or pistol is allocated 10~ to the user, 
Any equipment used by both is allocated 50% to each since the equip­
ment uouJ.d be required to produce each, :independent or its volume. 
Though less total equi:pi:lent is bo:ing purchased, more ':lf it is beine 
used for the pistol than was estimated a year ago • 

Only about $15 000 of the astir:J.ated $110 000 has been spent 
touard the 30-30 caJ..lber. 11" 1t is deolded not to bring out this 
caliber, an early- decision will cave in the range or $95",000. 

Effect of Selling Pr!ee on Ptorit Mgrgin for Rifle nnd Pistol - T~ble (. 

This information is based on full book cost and is equivalont 
to that 1n the monthly Operative Earnines statement on which individual 
model performance is jud~ed ~ The Unit Operative Earnings are 
essentiall.y independent of ehanggs 111 the ri.fle o~ pistol volume. 
The burden factors applied to the model costs are dependent on total 
:plant voJ.ume (359,000 U."lits) and the effect of a change 1n pistol or 
r1flo voJ.UJlle is negligible • 
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Ef:fect oi" Selling Price and V::>lume on Payout and Percent Return on 
TptsQ. Cnni tal. ~eguil'aj - Figures J. through lt. 

Figures l and 2 - For the Pistol and R1£le, Respectively, Based on 
Marketing Both, With Rine in CaJ.ibers 308, 222, and 30-30 
Per Project. -

These 1::t:1o figures al'e essentially straight !'ortrard. The 
volume ot sa1es to recover their Operations and Research 
charges have been indicated as a neasure oi' the time bet:>re 
the project begins earning a return. 

Pricing the t·Icdel 600 !'aces the problem oi' cuttina into 
Hodel. 700 ADL sales vith the latter's higher profit mar.cin. 
The operative earnings of the :Model 700 ADL based on 
.out-of-pocltet cost:j are about $27.l+Oo The operative earnings 
01' the Nodal. 600 rine ·on an oyt-of-pocket cost bcisis ill'e1 

Retail Selling Prige 
Operative Earninr.s 

(Based On Out-of-Pockot Costs) 

$ 16. 

$ 26 • 

c 31. 

Figure 3 • - For The Rli'1e, Based on 1-farketing tho Pbtol 
R;1.1'~e, With R1f1e 1Il CD.lioers 308 and 222 only. 

This information indicates the eft'ect of aband:Jninc the 
caliber 30-30. The pro j act expendi t\U"es a.re the oane C\!l 1n 
Figure 2 except the Op0rat1on and nosam-ch churceo tor 
the rif1o assume only $15',000 expanded for the oo.liber 30-30 
before abandoning it. 

As. an illustration, the project is based on selling 9l000 a 
year ca1iber 308 and 222 and 6,ooo a year caliber 30-,50. If 
the Hode1 600 is pr:1.ced at $95' .oo retail, the percent roturn 
on total capitru. required from Figure 2 woUld be 27%. If 1 t is 
assumed the caliber 30-30 ls not ma.rlteted and only 9,000 
caliber 308 and 222 would be sold, Figure 3 indicates the per­
cent ~eturn on total cnpital required would be 25%. 

Figure 4 - For The Pistol, Based on Marketing the Pistol Only. 

In view or the pricing problem on the Model 600 this 1nformnt1on 
4'" t "' t k tin the 1,l"del 600.' The Pe,..,.,..,"ent shows the e • .rec O• no 1!lar e g ·.., ... ~ 
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Invostaent includes a11 the neu equipment used ror the 
pistol. i.! the ri.:f'le is not IllD.l'keted. Acy eqU1ll?lent purchn!>ed 
tor the rine which coul.d ba pro1'itably used i'or ether 
medals has not been charged agninst the pistol. The 
Operations and Research charges to ho recovered include those 
for the p1sto1 and those al.ready spGn.t for the caliber 308, 222 
anci 30-30 rii'l.e. 

The tabulation be1o'tr is b11sed on Figu.re lr and shoHs the volumo 
and selling price relationship Xor the pistol to earn 20% 
return on the total. capital. required if the rii'J.e is not 
marketed. 

XP-100 
PISTOL 
VOLUME 

3,000 

5,000 

io,ooo 

RET.AIL SELLIIlG PTIICE 
FOR 20~ RETURif o:I •ro'.(',;J, 
CAPITAL '.1 r.i;1;m !.::!:> 

$130000 

$107.50 

$ 91.50 
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Q ua.'1 tH;y 

Retail Solling Price. 

Net Selling Price 

Net S~cs 

Cost Of G::iods 

Operative Earnings 

Net E\lrnin~s 

Invc[;b::8nt 
Pc~~~~ent {Allocated) 
Wol"l:ing Capital 

Total Capital Required 

Porce:1t Rctu::n On 
~otal Capital Re~uired 

G~6ret1ons & nese~rch Costs 
305 e: 222 
3·'-3~ 
:~~~l Project Cost 
( i' .J.:!'::..:in.?nt lnvo~t!Jc;.t 

. :.:~ oi::er<ition~ Q.!".'.l 

· :.1'.Jrch C!:>£:.!:.:) 

•• 
PROJECT AD-XP-zoo-a 

XP-100 PlSTOJ, Ai'ID H-600 RIFLE 
COI·iPAfUSON OF ORIGINJ\.L C; CURREi~T TiIIRD YEAR 

ECONOL!ICS B,'\SED Ol1 FP.OJECT S'GLLlnG PRICES 
OUT OF POCKET COSTBASIS 

Original Projeet 

' 
XP-100 H-b66 R!f'lo Totai 

Pro sent Estimate At 
FroJact Sollfnl:! J?:t!.c.p.A.-.-~ 

XP-100 M-E;oo Ri le ?otar 
Pistol 308 30-)0'l' 

222 

3,000 15,000 

$ 7].00 $ 85'. 00 

Sito. 37 G.45.?4 

~ 121N $ 606M 

--2J11 .2ill~ 
$ 1+8H $ .278M 

$ 22H** $ 125M*"' 

$ 791·1 $ lOlM 
82H 399H 

ti 1611·1 $ .50<l·1 

14% 25% 

$ ·215M 
~ 2281-1 

1+9H 
.... v '294ii ~ 378H 

1e,ooo 

$ !30?M 

l.:.31M 

$ 326M 

$ 14'7Hf#• 

$ 180i1 
'+8ll1 

$ 661.M 

22% 

i 2151·~ 
228M 
It)'!·: 

$ ~72M 

Pistol . 308 30-30 
2?6 

3,000 9,000 6,?o.o ia,ooo 
~75.00 $85.00 iB5~0o 

$40.37 $4?.?4 $45. 74 

$ 121.M $ 412.M $ 2?1+1-t $ .80?M 

.1 C)(°N 
~ ~ 1831':1 $_illl1 

0 . 311-1 e i1+91.1 $ 91M $ 271M 

s 13H $ 68H $ 41M $ 122M 

$ 85"r·f !) . 88M $· - $ U.73M 
. 831·1 21+9H l70H mt1 

$ 163M $ 33?M .$ l?OM $ 675M. 

8~ 20% 24% 18% 

$ 222M e 222?-1 
S 233M 233M 

llOM llOM 

~ 30'?:·1 $ 321H C HOH S 73BI·: 

: ::::-duction C':)S'~ :::.::i:u·~::-J ~;n.::1c as .303 :;md .222 .· 
• -. ·u.,. .... ed "':r 6" · • l Gt 'Pr ~~·rnen"e ·~ te In!:te&d of 0".: !~·· lli'fcct 1-.'hc:l Oricinn.l Project Was Prep'.11'~-

' •t ,, .J IJ .L j, ,'\ '"'- '' \,,; o...IJ-J ,;.) .,...... I 
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• • 
Retail Selling Price 

Net Selling Price 

Cost o!' Goods . 
Fllll Factory 
Selling & Adm. 
Research 

Total 

Unit Operative Earnings 

% Of Net Selling 

Retail Selling Price 

Net Selling Price 

Caliber 

Cost of Goods 
Full Factory 
Selling & J\.drn c 

Research 

Totn.l 

Unit Operative Earnings 

~ Of Net Selling 

•• 
.t-llUJi..l-.1. JUJ-A.t'-'/UU-:.:! 

EITCCT OF SELLING PnICE on ffiOii'IT MARGIN OF 
XP-100 PISTOL AND MODEL 600 I!lF'L§ .. 

FUI.L BOOK COST flASIS 
Ul'JlT COST DATA PER M&S ESTIHATES OF JAJTUAR~ 16t 1963 

' 
- --- __ __XP-lO_O_f>IS__'l'O__L._ _______ _ 

$75.oo • ~s,..oo ·-1>95.00- -- -/d:J.71d___ $105~00 

40.37 45.?4- ?J..13 51,(JZ 5"6.5'1 

39000 39.00 39.00 "'3'7. (}0 39.00 
3.81+ 4.35' l+.86 ,>.; I 5.37 
~ -L..31 ..-Uil I.I' Z -1.t.2Q 

~~44.05 : $4-4. 72 $45.39 1J -1·5. /3 $ 46.0? 

( 3066) 1.02 5.74- s.o.'J 10.l+lt 

( -9%) 2% I 11~ 15"/o 18~ 

MODEL 600 RIFLE 
$85.00-.~ J95'~0 ---$105'.00 $115.0C> 

'+5'·71t si.13 56.51 ' 61.90 
308 30-30 - -R - - ->< jUO jU-jV .:IUD 30~30 308 30..30 
222 222 222 222 

!J39.~o $42.1+0 $39-70 $42.40 $39.60 $42.4~ 
4. 6 4.86 5.37 5.3? 5. 8 5.0c 

..1ill ~ _L.2Q ...L2Q 1.86 ~ 

{)39.70 $lt2.l+o 
4o3J lr.35' 

-1..32 ...lill. 
$45.42 ~48.12 ~~-09 ~48.79 ~46.77 e49.lt7 $47.44 $5'0.11.i 

.32 ( 2.38) 5ool+ 2-34 9-74- 7.d+ 14.46 11.7( 

- ( 5%) 10% '~ 17~ 12% 23% 19~ 

• net~11 sellinG price used in Project. 
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has been assur.ed ~~~· ·~-

Stock are to be ad:ed to t.hc :,W'l 1i :-:c, 

8'J~ of the dra•in~s to th2 olar:~ !~r ;:irccessi;-,;. 

scheduled by Feb. !. 

Three projects will' be issce:. "!"he ?.~sea.:-ch. ;-r::~.::c: is ':.o c-:iver :.~a 

pistol cmd rin.e···cteve16-;::..~'i'' :, ?1:;,.~:. ?roje-::~. i;:- fa-.!;.:-.; 13 ."!!:":l a~d 
.. -~-:::. 

S~ts. 6q vood rnac?i.ir.es ur.ri a se::urc:.t.e re~.;'~~ f.Jr- s:-.. :i.r.~::..!"=. ~!~~~::-:z!1t .:.c:- \r 

the pistol and rifle. 

The p:-clininar; schedule indicates t.:U: the ~!st.al s:-io:.il:i ::-e :":?ad'_.- for a 

January 1~63 announ~ement. 

wood Stock introc!uction will =e dela.yc.:!. un:.il t:1a ::-.i;:dle cl" 1Ji;3, ?.:s::-:.::,1·.· 

an."'\ounc.e=er.t should be ee laye~ 1.:nt.i L Jancary i:;<.-)L, 

:Ufle so that pro::ess, toolin-; ar:.!. othc::: rec:ir:::s can :e ::or!'ectlj· sc:: 
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