Total Ownership Cost Estimating (TOC)

Question from Woodworth Glennie: Current cost estimating techniques rely on extrapolating from historical data. However, many of the mechanisms for collecting that data have been eliminated. What other mechanisms or indicators could be used to support program decisions and assess our progress in reducing ownership cost?

Response from James Forbes: Having some difficulty understanding your issue. Arguably, the mechanisms for collecting historical data are improved compared to, say, about four or five years ago. Both Air Force and Navy AFTOCs, for instance, are healthy. However, where there is an absolute lack of historical data--or the effort to recover it is unreasonable--it is usually possible to obtain usable data through interviews or through engineering analysis. We have found that structured interviews that are based on sound procedures for eliciting expert opinion do work. Are they as good as historical data? Hard to tell and may not even be the right question. Experts can look into the future, which historical data cannot, of course. At the same time, experts generally can't look very far into either the past or the future (five years either way is probably the limit) and different experts will give different answers, so it is necessary to combine the responses using appropriate methods.

Response from Robert Houser: The problem that originated this discussion is that, for many systems, Organizational Maintenance data is no longer collected because of a paperwork reduction decision. However, PMs must still build the system TOC estimate using the CAIG WBS that calls for OM costs. There are two issues: 1) How does the PM develop a credible estimate of ownership costs? and 2) How does he measure his success in meeting his cost reduction target? This situation seems to require developing/identifying an alternative means of measurement using a different indicator from organizational maintenance manhours.

Response from Tim Murphy: I am not sure that I understand the issue. VAMOSC will give some of the info, but it may need to be evaluated for currency and relevance. We have always had a task (LSA) to examine the similarities of old and new configurations based on the engineering differences. We would make estimates based on the data that we had. In many ways, the issue was one of selling expert opinion. That still seems relevant today. The issue you raise has much to do with the timing of the data. When I start a program with a clean sheet of paper, the data will have more variables than when we complete PDR/CDR. As the design becomes focused, the issue may be more appropriate to a CAIV goal where the goal is expressed in $ terms by type of funds (SCN, O&MN, OPN, MPN).

